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VA CAPITAL ASSET PLANNING

WEDNESDAY, APRIL 5, 2000

U.S. HOUSE OF REPRESENTATIVES,
SUBCOMMITTEE ON HEALTH,
COMMITTEE ON VETERANS’ AFFAIRS,
Washington, DC.

The subcommittee met, pursuant to notice, at 10:10 a.m., in room
334, Cannon House Office Building, Hon. Cliff Stearns (chairman
of the subcommittee) presiding.

Present: Representatives Stearns, Smith, Doyle, Peterson,
Moran, Snyder, Rodriguez, and Shows.

Ex officio present: Representative Evans.

OPENING STATEMENT OF CHAIRMAN STEARNS

Mr. STEARNS. Good morning. The committee will come to order.
Just a little more than a year ago, this subcommittee held a hear-
ing aimed at setting a new direction for VA health care planning.
At the hearing, the General Accounting Office produced riveting
testimony warning us that VA is likely to spend billions over the
next 5 years to operate hundreds of unneeded buildings. GAO re-
ported that VA is spending one of every four medical care dollars
maintaining buildings.

At that same hearing, Dr. Dan Winship, a distinguished medical
school dean and former senior VA official, gave us a similar trou-
bling perspective. He stated, “The VA health care system is ham-
pered by aging facilities not well repaired, updated, and main-
tained over the years, and by mandates from headquarters in
Washington to keep facilities open and their staffing levels up,
even though activities have drastically diminished and moved to
other more appropriate venues.”

GAO later advised our Oversight and Investigations Subcommit-
tee that VA is wasting $1 million each day that it goes without ad-
dressing those issues. VA agreed last year with GAO’s assessment
that it could improve veterans’ care if it reduced spending on
underused, obsolete buildings and reinvested the savings in mod-
ern facilities. VA committed to develop such an asset realignment
process.

But where are we a year later? VA is back at square one after
spending more than $1 million identifying and rejecting options for
veterans’ care in Chicago. More money has been set aside to con-
tract for studies in other parts of the country. But not only are
those studies on hold, even a promised policy statement to guide
the planning process is still incomplete. So it i1s troubling that even
taking the first step on the road towards improving veterans’ care
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rather than caring for obsolete VA buildings is moving at a snail’s
pace. But even more troubling, the proposed VA policy on reexam-
1ning its infrastructure may be heading down a long road towards
paralysis in decision-making.

Perhaps the single most glaring flaw in VA’s approach is that it
seems to have lost sight of its core mission. What is missing is a
clear statement that VA’s planning must be guided by what best
serves veterans. As GAO points out, the proposed policy has no ob-
jective criteria for decision-making. Instead, VA seems to be drift-
ing towards a policy which is aimed at satisfying all stakeholders.
Unfortunately, the many interest groups at the table do not nec-
essarily have a common agenda. And what serves the interests of
researchers, educators, or employees, for example, may not always
best serve VA patients.

So it’s important not only that VA accelerate the pace of its deci-
sion-making but that it act wisely. As it did last year, GAO offered
VA critical but helpful advice. It is not too late for VA to act on
that advice and refine its planning. I hope this hearing will aid in
that effort.

Among the witnesses we will hear from this morning are the di-
rector of one of VA’s networks and one of its medical center direc-
tors. These two officials have courageously guided local planning
towards significant change at two VA medical facilities. It may be
premature to cite these as success stories, but they suggest an ex-
ercise of leadership on this subject which so far has not been evi-
dent at the headquarters level.

I appreciate that several of our witnesses have had to juggle
busy schedules to be with us for what I think will be a most impor-
tant meeting and hearing. In that regard, I am delighted that a fel-
low Floridian, who is both a veteran and a physician, Dr. and Con-
gressman Dave Weldon, will be testifying on a very promising pro-
posal that he has developed that addresses some of the important
issues before us today.

B(lafore calling on my colleague from Florida, let me turn to Mr.
Doyle.

Mr. DoYLE. Have an opening statement?

Mr. STEARNS. Yes. Opening statement.

OPENING STATEMENT OF HON. MICHAEL F. DOYLE

Mr. DoOYLE. Thank you, Mr. Chairman. I want to thank you for
convening this morning’s hearing to discuss this most important
matter, and I also want to welcome all of those who will be testify-
ing before the subcommittee. I'm eager to hear your thoughts and
comments on how we can improve capital asset planning within the
Department of Veterans Affairs.

Without question, the current manner in which VA goes about its
capital asset planning raises numerous and serious concerns. These
concerns are not limited to the need for enhanced leadership and
a more logical approach to decision-making, but extend to the
heightened efforts that must occur in an efficient and timely fash-
ion if we are to meet the emerging health care needs of our veter-
ans in the best possible environments.

I think it's safe to say that we’re all keenly aware of how some
parts of the VA budget are more interrelated than others. And the
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relationship that exists amongst capital assets planning, health
care services, and construction activities is not only overlapping in
nature but also multilayered and complex. In short, if you change
the dynamics of one, you incontrovertibly change the tenor of the
others.

Of course, we all want the VA to make adjustments to current
practices that will produce budgetary and management accord
throughout the system. But I must say that what I have read with
regard to the CARES initiative and other proposals that will be
discussed this morning indicate that the outlined approaches to
finding solutions to these difficult problems are not new, improved,
and worthy of pursuit, but are in fact old and rehashed, and at
points, highly questionable. Specifically, the potential for an in-
crease in the contracting-out of services, the mass closure of hos-
pitals, and the exclusion of the thoughts and opinions of our na-
tion’s veterans do not indicate that we will be put on the right path
but warn that we are destined to repeat mistakes of the past. And
in my view, the greatest mistakes we have made in the past are
all marked by the degree to which they deviate from the key vision
and mission of the VA.

In our discussions, it is my hope that we can avoid portraying
the need to take care of our health care infrastructure as being dia-
metrically opposed to the need to provide appropriate health care
services. They are and should be treated as being complementary
in nature. It is also my hope that in the aftermath of decentraliza-
tion, we can avoid speaking about VISNs in overly general terms.
We all realize the profound differences that exist with respect to
demographics, health care needs, and responsibilities.

And finally, it is my hope that we don’t simply lament the facts
that will be demonstrated nor rush to judgment in anointing ill-ad-
vised proposals as the panacea to all existing problems. Instead, we
should be collectively and methodically gearing potential solutions
toward the existing possibilities that can occur when there is sup-
port for and a coordinated plan among the different faces of the VA
health care system. Thank you, Mr. Chairman.

Mr. STEARNS. I thank my colleague from Pennsylvania. Dr. Sny-
(Iiler, opening statement? Mr. Shows, gentleman from Mississippi?

o?

With this, we’ll turn to my good friend, Congressman Dave
Weldon, a doctor, a physician from Florida. I'm delighted to wel-
come you, Dave, and glad to have your opening statement.

STATEMENT OF HON. DAVE WELDON, A REPRESENTATIVE IN
CONGRESS FROM THE STATE OF FLORIDA

Mr. WELDON. Thank you, Mr. Chairman. It is certainly a privi-
lege and an honor to be able to be before you today to testify. And
I would also like to thank the committee for its support of the East
Central Florida pilot program. I am here today to report to you on
the way this program was favorably received by the veterans in the
community, how it appeared to save a substantial amount of
money, and the need to continue it and expand it to other sites to
allow it to be studied in more detail.

Most importantly, it serves as a possible model that would allow
underserved veterans to get better access to quality medical care.
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Mr. Chairman, as you alluded to in your opening statement, I ap-
pear before the committee not only as a veteran and as a physician,
but as well a physician who volunteers seeing patients at the VA
outpatient clinic in my congressional district. I think I also bring
a valuable perspective on VA capital asset planning which I'd like
to share with you.

While I want to tell you about the project taking place in my dis-
trict, I want to impress on you that it has the potential for broader
applications for veterans in other areas. This is about better access,
better quality, and reduced costs.

What marks my district is the fact that while we have an out-
standing outpatient clinic, veterans who still need hospital care
must drive hours across the state to get to that VA hospital care.
I'm talking about a population of veterans that number more than
60,000 that have a more than 2-hour drive to get access to their
care.

To its credit, the committee has studied this complex problem as-
sociated with VA capital asset planning. I think the experience in
my district offers some answers to the challenges we must address.
The difficult situation we faced in my district let me to develop this
legislative concept.

As many of you recall, the veterans in my district were very dis-
appointed years ago when the Congress rejected a VA proposal to
construct a hospital in East Central Florida. The VA had acknowl-
edged the need for a hospital in the area back as far as 1983. The
VA then established an interim clinic in 1997 until the completed
comprehensive clinic was opened in July of 1999. Finally, after lit-
erally decades of promises, the veterans in District 15 had access
to medical care, but it only took care of about 85 percent of their
health care needs. The other 15 percent was the issue in question—
when they needed to be hospitalized.

At the time we authorized and appropriated funding for the out-
patient clinic, and I knew the clinic would do a good job to meet
those needs. I put forward a proposal which was ultimately ap-
proved that would avoid the situation of having these veterans
have to go these long distances for hospital care. Five million dol-
lars was appropriated to support a pilot project that would allow
veterans who were enrolled in the outpatient clinic to receive their
inpatient care in local community hospitals.

Under this pilot, the veterans were given a choice of receiving
care either at VA expense in the local community hospitals or being
referred to the VA inpatient facility in Tampa several hours away,
or West Palm, also several—West Palm Beach—also several hours
away. The decision of where to receive care was left to the veteran,
and the pilot program simply gave the veterans more choices of
how to receive their inpatient care.

I must stress that the veterans had to be enrolled in the clinic
to be allowed this option. .

Between July of 1998 and October of 1999, nearly 1,000 veterans
took advantage of this program. It is my understanding that the
veterans who received care under the program, 90 percent reported
their care as excellent or good, while nearly all of them reported
that they approved of it.
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What the pilot in my district has demonstrated is that we can
begin to think more creatively about ways to provide for care for
veterans. We have learned that a VA clinic can effectively manage
the care of patients who elect to get hospital care in community fa-
cilities, and we have learned that the community can step forward
and help take care of these veterans.

We have learned that patients who participate in a well de-
signed, coordinated care program are very satisfied. And the pre-
liminary data that I have received from the VA indicates that there
has been substantial cost savings over what the cost would have
been if these patients were cared for in the existing VA facilities.

It is with this background that I propose legislation to authorize
a small number of pilot projects under which Veterans with Medi-
care or other health plan coverage who rely on nearby VA clinics
for care but reside far from the nearest VA medical center could
make a choice when the VA finds that they need hospital care. Vet-
erans who are reluctant to travel hours to VA inpatient facilities
could elect to receive care at a community hospital as a Medicare
or other health care patient with the VA coordinating that care.
The local VA clinic would coordinate the effort to ensure quality
care and cost oversight. To ensure that the patient does not incur
out-of-pocket costs, the VA under my proposed legislation would
cover required co-payments.

The experience of the Florida pilot strongly suggests that the vet-
erans would welcome such an option. It would have the benefit of
providing for coordination of health care benefits with the result
that veterans who now often pick and choose between two or more
health plans would get better coordinated and most importantly
less costly care.

Let us look at a Medicare-eligible veteran, for example. Under
my proposal, a veteran who is enrolled for primary care at the out-
patient clinic would be given a choice when needing inpatient care.
The veteran could make the several hour trip across the state to
receive care in a VA facility, where the VA would cover 100 percent
of the costs, or the veteran could choose to go to the local commu-
nity hospital, where Medicare would pick up the 80 percent of costs
they would have incurred had the patient gone to the local hospital
on their own, and the VA would pick up any co-payments or the
other 20 percent. Under both arrangements, the veteran incurs no
costs.

My bill would ensure not only a coordination of payments but co-
ordination of the patient’s care. I believe that for areas of the coun-
try that are distant from VA medical centers, linking a VA out-
patient clinic with greater choices in inpatient care could serve as
a model for providing better service to veterans.

I believe that as this committee considers VA capital asset
issues, it will find that pilot programs employing this model may
offer an innovative new mechanism to improve veterans’ access to
needed care. It will facilitate ready-made solutions in underserved
areas and will allow for more cost-effective approaches in areas
that today require unusually high maintenance of effort per patient
within the VA system.

Mr. Chairman, I see that I've received the red light. Therefore,
I will conclude my testimony. But before doing so I would again
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like to thank you for the opportunity to testify, and I would be very
happy to linger should anybody have any questions for me.
[']I‘ne prepared statement of Congressman Weldon appears on p.

Mr. STEARNS. Dave, thank you. It’s interesting. You bring two
great qualities with your proposal. Joshua Hammond wrote a book
called The Seven Cultural Forces that Define Who Americans Are,
and the first thing is choice. And so, by making your proposal to
include the idea that a veteran can go to the VA hospital in Tampa
if he wants or she wants, but they can also go to a local hospital,
brings that choice into play. So that the veterans should not feel
threatened that the hospitals are going to be eliminated or any-
thing, because this is just a choice that veterans will make. And
they should have that. So I think that’s one great aspect about
your proposal.

The second things is, obviously you say it’s more cost- efficient.
Do you have any more information quantitatively to show that? Did
the VISN Veterans’ director give you information? Or how did you
obtain information it would save cost?

Mr. WELDON. I was given the preliminary data on the project. It
is still under analysis by the VA, and their official release of this
is pending. But according to the information they provided to me,
there was a substantial cost savings in this program over the costs
of treating the veteran at existing veterans’ facilities in Florida.

This in my opinion has the potential to be an example of how we
could do the highly unusual, which is to provide our veterans with
better quality care, closer to home, at reduced cost to the American
taxpayer.

I want to stress that this is a small pilot program. The VA sys-
tem is a huge, multi-billion-dollar system, and what I'm coming be-
fore you today is stressing that we need to expand it slightly and
study it in more detail. It would be in my opinion an error to make
sweeping judgments about multi-billion-dollar cost savings to the
Veterans Administration if this were widely implemented. But it
would be very foolish not to expand this and study it in more de-
tail, considering the high level of satisfaction and the potential for
cost savings.

Mr. STEARNS. Did you actually ever talk to any of the veterans?

Mr. WELDON. I personally spoke to the very first veteran who
was treated under this program, and I have spoken to dozens of
them since, and the level of satisfaction is extremely high.

Mr. STEARNS. Is it the fact they don’t have to go to Tampa or is
it the fact that they find theyre better served? Or both?

Mr. WELDON. It’s clearly both. But I would say it’s mainly the
travel issue. And I want to stress the travel issue is a huge issue
for family as well. It’s not just the veterans themselves being reluc-
tant to travel, it’s the spouses and children who are faced with the
onerous prospect of having to visit their loved one that is 3 hours
away in the hospital.

Mr. STEARNS. I remember when we talked on the floor about this
idea, and I commend you for it. And to point out to my colleagues,
what he has set up here in his proposal as it relates to veterans
who are on Medicare, for example, is that when they go to a com-
munity hospital or they make a choice to go to the Veterans’ Hos-



7

pital, it’s their choice. But you set it up just for those folks in that
category, right? Who went to a VA outpatient clinic, had been rec-
ommended for inpatient care, and are on Medicare coverage. Is
that your criteria?

Mr. WELDON. Well, the original pilot which the Congress last
year in the 2000 budget process authorized its continuation, under
that pilot the VA assumed all the costs associated with treating
veterans under 65 and over 65. What I am proposing in my new
piece of legislation is something entirely new, which would be al-
lowing something called coordination of benefits, where, for exam-
ple, veterans over the age of 65 who are eligible for Medicare, yes,
they would—if they were enrolled in the clinic and therefore in the
pilot program, and they went to the community hospital instead of
the Veterans Administration paying their entire hospital bill, the
Veterans Administration would pay 20 percent and Medicare would
pay the 80 percent, which they traditionally do under the Medicare
plan.

This would allow a substantial expansion to include veterans
who are over 65. In my opinion, it would be inappropriate for the
Veterans Administration to assume all the costs of treating veter-
ans who would normally be getting their care under the Medicare
plan.

Mr. STEARNS. I thank you. The gentleman from Pennsylvania.

Mr. DoYLE. Thank you, Mr. Chairman. David, thank you for
coming before the committee this morning and describing your pro-
posal. And I think it does warrant more discussion and exploration
to see where this can work.

I have a couple of questions. David, you said that the thrust of
your proposal was to give veterans an option in areas where there’s
not a VA Hospital nearby. So this is not something—you’re not pro-
posing veterans have a choice of community hospitals over VA hos-
pitals when there’s a hospital readily available in their community?
You're trying to target people who have to travel great distances?

Mr. WELDON. Absolutely. And I specify that in my bill. Now my
bill is in draft form and I'm not ready to submit it yet. There are
numerous details that we have to settle on. But one of the things
we specifically specify in the legislative language is that expanding
this pilot program to other locations, those locations would have to
be underserved areas where veterans have to travel a long distance
to get their health care. As you know, and all the members of the
committee know, there are numerous areas like that in America.

Mr. DOYLE. I'm curious. Would any veteran be covered under
your proposal, you know—for instance, higher income veterans now
have to pay for some of their hospital care in the VA. So under
your plan, by using another hospital, would these high-income vet-
erans get out of their VA co-payment, too?

Mr. WELDON. I would not support that. That is an issue that we
have not addressed yet in the legislation.

Mr. DoYLE. And just finally, Mr. Chairman, the one concern I do
have, it seems in Florida you have a fairly unique situation where
your hospital beds are pretty close to capacity. But in other areas,
you know, we’re just concerned. This could be a big problem if we
lose a lot of veterans to the private sector because VA creates a lot
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of efficiencies by creating—by providing care to a critical mass of
patients.

And since many of the VA’s costs are fixed, it may not cost as
much to deliver care to certain veterans in the VA as it would be
to pay for their care in the private sector, even their co-payments.
And one of the concerns I have is that if veterans start to choose
private sector providers, the VA’s going to lose both its efficiency
and will recognize these expenses for care it’s no longer providing.
Do you think under your proposal that it would be possible for VA
to be able to maintain an efficient array of services while it’s simul-
taneously paying for care in the private sector?

Mr. WELDON. Well, as I see it, the VA nationwide has two re-
gional challenges. In the Sun Belt you have areas like mine that
have underserved veterans’ communities, and my proposal is really
intended to address that.

In other areas, you have excess capacity. And my legislation is
not intended to address that issue. Though it has the potential to
enable the VA to address that issue, in the sense that the VA has
always been in the onerous position where if they were dealing
with a facility, an inpatient facility that was underutilized, closing
it down involved telling the veterans’ community in that area,
we're going to take what you have and give you less or give you
nothing. Under this kind of a proposal, you could literally say to
those veterans, we're going to give you something new, and you’re
still going to get your inpatient care.

As a physician who went to medical school at a facility that was
attached to a Veterans’ hospital, and have worked in Army hos-
pitals as a Medical Corps officer, I would assert that community
hospitals today in America, which are now very different from what
they were 50 years ago, can meet the needs of veterans at reduced
costs.

Mr. DOYLE. Thank you, Mr. Chairman. Thank you, David.

Mr. STEARNS. Thank the gentleman. Gentleman from Arkansas.

OPENING STATEMENT OF HON. VIC SNYDER

Mr. SNYDER. Thank you, Mr. Chairman. Just a comment, Dave,
in line with the chairman’s comments about—asking you about
travel versus the care. I remember about 20 years ago when I was
an intern at a VA hospital, it was a Friday afternoon, I was on call
for that afternoon, and we got an admit note from the emergency
room. It was about three lines long. And it circulated around the
hospital because basically it was, “Seeing as how it’s Friday after-
noon and this veteran has traveled all the distance to get here, and
his appointment’s not till Monday, admit VA hospital.”

Mr. WELDON. Right.

Mr. SNYDER. I mean, now we don’t do that kmd of thing any-
more. But you can put yourself in the position if you 're the VA doc-
tor and you're trying to decide, okay, the person’s had a surgery,
should I discharge him knowing he lives three blocks from here,
and if there’s any problem he can get back here, or I know he’s got
to drive 200 miles through a snowstorm in Minnesota or wherever
it is, and what would he do in an emergency?

I think this whole thing of geog‘ra hy and quality of care, they
really interrelate in a big way. Funk that’s why the VA has
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moved—tried to move to a lot more outpatient and community-
based services, but—thank you, Dave.
Mr. STEARNS. The gentleman from Mississippi.

OPENING STATEMENT OF HON. RONNIE SHOWS

Mr. SHOWS. Yeah. Thank you, Dave, for being here. Of course I'm
real interested in veterans’ health care and military retirees’ health
care that—in the bill we have introduced.

But on the concept here, in my area, we have—in Sonny Mont-
gomery VA Hospital in Jackson, and my dad lives like 2 hours
away from there, and it’s a real problem for them to get back and
forth, and they've just got an outpatient center in Hattiesburg
which is not 20 minutes away from his home. So if—under your
scenario he would go there, and if they referred him, then he could
go to a local hospital in that area instead of having to drive to
Jackson?

Mr. WELDON. Right. Right. A good example is if he developed ab-
dominal pain and examination indicated most likely cholecystitis,
a gall bladder condition, and he needed to have his gall bladder re-
moved, your father under the proposal in my district, he would be
presented the option of going to the SUNY Montgomery facility for
his gall bladder operation or going to the local community hospital
and having it done there.

And under that experience, the veterans were very, very favor-
able in terms of getting the local care in the surveys of the veter-
ans who received the care. And the preliminary data is that there
was a substantial savings to the Veterans Administration of costs
using the community hospitals versus using their fixed assets.

Mr. SHOWS. And you say it saves the VAs or Veterans’ Hospitals
money by doing this?

Mr. WELDON. Right. It’s less expensive.

Mr. SHOwS. Why is it less expensive?

Mr. WELDON. Well, I'm not prepared to answer that question.
Certainly it would be something that would need to be studied in
more detail, but the facts are the facts. And I think it’s something
that this committee needs to closely look at, because it’s a legiti-
mate issue.

Mr. SHOwS. Well, I do, too. And I agree with you, because I think
they would rather be closer to home for their family’s sake, and it’s
just like Vic was talking about a while ago, and those kind of
1ssues, because I know if it’s late at night and we get these guys
and ladies in their seventies, they may get out that night, but they
have to drive home, so they let them stay that night, an extra day
or so so they can drive the next day.

Mr. WELDON. Right.

Mr. SHOWS. But I like your concept. Appreciate your coming.

Mr. WELDON. Thank you.

Mr. STEARNS. Maybe, Dave, the comparison would come down to
is if you had to actually build a facility or hospital in that area,
the cost of it, together with the delivery of the patient care, could
make it more expensive than to send them to a local hospital that’s
in existence rather than building a new VA hospital. I mean,
maybe that’s one of your arguments that is part of this study.
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Mr. WELDON. Well, absolutely. As I understand it, the Veterans
Administration is not planning any new hospital construction at
the moment.

Mr. STEARNS. Right. Right.

Mr. WELDON. But certainly in light of the data that’s coming out
of this pilot, it would be in my opinion inappropriate for them to
build any hospitals until this is studied in more detail.

Mr. STEARNS. Well, I thank my colleague from Florida, and I ap-
preciate his time.

Mr. WELDON. Thank you, Mr. Chairman.

Mr. STEARNS. Jerry? Mr. Moran?

OPENING STATEMENT OF HON. JERRY MORAN

Mr. MORAN. Mr. Chairman, thank you. Mr. Weldon, thank you
for being with us today. I'm glad I was here to hear at least most
of your testimony. I think youre onto a concept that is certainly
worth exploring and certainly makes sense in many places across
the country, including certainly where I come from. I represent geo-
graphically three-fourths of Kansas. There’s not a VA hospital in
the district. You're driving at least 3 to 5 hours to a VA hospital
if you're a resident of many places of Kansas, and I've long pushed
for greater community access through outreach—outpatient clinics.

And what we've discovered is that the demand for those services
are tremendous, and they're underestimated by the VA. We have
opened an outpatient clinic in one of our communities, and the VA
estimated we’d have 1,100 patients. It turns out there’s twice as
many, because VA veterans are not traveling. So when the VA
looks at the numbers and says that if you take these people from
this part of the state and you allow them to go to an outpatient
clinic, you're going to have 1,100. What they don’t take into account
are the folks that aren’t seeing anyone.

And again, my experience is that where our hospitals, particu-
larly in rural communities, are significantly underutilized. And it
is the rule hospitals that are struggling to survive in today’s Medi-
care world and the idea of providing additional services I think can
be very cost-effective, because the facilities are there but are not
being utilized. So I look forward to working with you if you're inter-
ested in this concept, and I've long said that we need to provide
more options for veterans, not less. And I thank you for your testi-
mony.

Mr. WELDON. Thank you. And as we get closer to finalizing the
legislation, I'll be sure to forward a copy to you for review, and cer-
tainly I would welcome your support and the support of any mem-
bers who would like to join in.

Mr. MoRAN. Thank you, Mr. Chairman.

Mr. STEARNS. I thank the gentleman.

Mr. WELDON. Thank you, Mr. Chairman.

Mr. STEARNS. Dave, thank you. We’'ll now have our second panel.
Mr. Stephen Backhus, Director of Veterans’ Affairs and Military
Health Care Issues, accompanied by Mr. Paul Reynolds and Mr.
Walter Gembacz, both assistant directors. And gentlemen, if you
would come forward and we’ll have your opening statement.
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STATEMENT OF STEPHEN P. BACKHUS, DIRECTOR, VETERANS’
AFFAIRS AND MILITARY HEALTH CARE ISSUES, HEALTH,
EDUCATION, AND HUMAN SERVICES DIVISION, GENERAL AC-
COUNTING OFFICE, ACCOMPANIED BY PAUL REYNOLDS AND
WALTER GEMBACZ, ASSISTANT DIRECTORS

Mr. BACKHUS. Good morning, Mr. Chairman and members of the
subcommittee. With me here today are Paul Reynolds and Walter
Gembacz. Both have extensive knowledge in VA capital asset
issues and were instrumental in preparing this testimony. So I feel
ably assisted. We're pleased to be here.

As you know, in March 1999 we reported that the VA could en-
hance veterans’ health care if it reduced the level of resources it
spent on underused, inefficient, or obsolete buildings and rein-
vested the savings in providing health care more efficiently in mod-
ern facilities at existing or new locations closer to where veterans
live.

In response, the VHA agreed to systematically study in a timely
manner all of its medical care markets in order to develop capital
asset realignment plans. Today I will discuss VHA’s progress to
date, several concerns we have regarding their proposed realign-
ment process, and the potential effects on VA’s capital budgeting
needs.

Regrettably, VHA has been unsuccessful in designing a capital
asset realignment process. In essence, it has spent the last 13
months discussing who should lead the process, how stakeholders
should participate, and how decisions are made. Moreover, VHA es-
timates that it could take several more months before a process is
operational. Such an apparent lack of urgency, given the large
amount of resources that are wasted each day on bricks and mor-
tar, in my view is clearly not in the best interest of veterans.

Our assessment of VHA’s proposed process raises concerns about
whether the right people are involved at the right times and in the
right ways. Specifically, senior managers at headquarters may not
be proactively involved at key decision points. In addition, stake-
holders with vested interests appear to be involved in decision-
making rather than advisory roles. And key process components
are not sufficiently rigorous.

Specifically, for example, VHA’s senior management should play
a critical leadership role in developing evaluation criteria, generat-
ing options, and applying rigorous scoring methods to decide which
option is best. However, VHA plans to give a consultant primary
responsibility for these critical tasks while senior managers, in a
oversight capacity, react to the consultants’ work. The lack of well-
defined criteria can lead to problems as it did in the Chicago re-
alignment study.

Regarding stakeholder involvement, VHA plans to have national
and local committees which possess decision-making authority, re-
view and approve the consultants’ products. We remain concerned
that stakeholders’ participation as decision-makers on such com-
mittees could bias the studies and ultimately the capital asset
plans. For example, medical schools’ reluctance to change long-
standing business practices could be a factor that may inhibit asset
management.
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Nevertheless, we believe it’s essential to involve stakeholders in
an advisory role. Their valuable perspectives and understanding of
the process through their participation can build confidence that
realignment decisions are fair and fact-based.

While VHA possibly could satisfactorily address our concerns
within the coming months, its progress to date casts doubt on its
ability to do so. There is a unit within VA, though, that in our view
has expertise in capital asset management decision-making: name-
ly, VA’s Capital Investment Board. Its model has been used and re-
fined over the past 3 years, and it gives decision-makers in our
view better information than they've had in the past.

Mr. Chairman, VA’s slow progress creates dilemmas for VA’s cap-
ital budgeting process. In the short term, VHA faces the challenge
of maintaining and improving capital assets without sufficient in-
formation about future asset needs to ensure cost-effective invest-
ment decisions. By contrast, if funding for projects is delayed until
capital asset plans are completed, the longer-term challenge will be
how to successfully finance and implement capital realignment in-
vestments potentially totaling billions of dollars.

To successfully meet its short-term challenges, VA needs to effec-
tively manage investment risks by evaluating proposals in relation
to critical market-based risk factors, such as the availability of VA
and non-VA health care alternatives.

VA’s longer-term challenge of financing capital investments need-
ed to implement asset realignment plans once developed could be
mitigated through the provision of alternative financing arrange-
ments. VA, for example, could be allowed to retain revenues gen-
erated by the sale or transfer of unneeded assets. Also because
VA’s realignment plans are expected to generate significant oper-
ational savings, VA could be authorized to redirect such savings for
capital investments.

In conclusion, Mr. Chairman, the weaknesses we’ve identified in
VHA'’s realignment process as currently proposed undermine our
confidence that once implemented it will produce within a reason-
able timeframe capital asset plans that are in the best interest of
veterans and taxpayers. Because VHA is struggling to reach a
sound realignment decision in Chicago and complete the design of
a systemwide realignment process, it seems appropriate that VA
consider transferring the asset planning responsibility to the Cap-
ital Investment Board. The daily costs of delayed decisions is unac-
ceptably high.

Mr. Chairman, this concludes my statement. We will be happy
to answer any questions that you or other members of the sub-
committee may have.

[The prepared statement of Mr. Backhus appears on p. 73.]

Mr. STEARNS. I thank you folks. If you had to grade the Veterans
Health Administration on their management dealing with this
problem on an A through F grade, what would give them?

Mr. BackHus. Based on the way the Chicago study has gone,
meaning that particular part of the process——

Mr. STEARNS. Well, just on the overall facility——

Mr. BackHus. Okay.

Mr. STEARNS. Overall facility realignment efforts, what would
you give them?
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Mr. BACKHUS. Well, probably something like a C or a D.

Mr. STEARNS. I think you’re being generous.

Mr. BackHus. Well, I was going to say, on the Chicago part of
it, an F.

Mr. STEARNS. Okay. On the Chicago part an F.

Mr. BACKHUS. An F. But you know, I think that there are some
things, some parts, of this that have taken longer than any of us
would have expected, and in many respects it is more difficult than
what we may have thought. But the disappointment that I have a
year later is very significant; it’s very great. We thought and VA
thought last July that this was going to take 2 more months, but
now it is 8 more months later, and VA still needs many more
months, so it’s certainly taking significantly longer than what we
expected, anyway. So a D-plus overall.

Mr. STEARNS. So in the Chicago efforts an F. In the overall you’d
say about a D-plus?

Mr. BACKHUS. Yes, sir.

Mr. STEARNS. But the whole idea of what we’re doing here, I
mean, both the GAO and the Veterans Administration generally
agree on the direction we're to go. So what went wrong in Chicago
that you would give them an F rating?

Mr. BACKHUS. Well, several things. First of all, I think they
learned in this case how not to do it. It’s to me fairly illustrative
of the need for the senior leadership in the VHA to be much more
proactively involved. They need to establish at a national level,
based on this experience in Chicago, very quantifiable evaluation
criteria, measurable standards and linked to that criteria, and a
systematic way of evaluating and scoring of results, also linked to
this criteria.

In Chicago, this was all, in my judgment, vague and very subjec-
tive in nature in an attempt to try to decide things by committee
that simply didn’t work.

Mr. STEARNS. How do you get local acceptance of a realignment
procedure? I mean, what do you do to get this local acceptance?
How is it done? And I guess what role should the VA leadership
play in it?

Mr. BAckHUS. There is a——

Mr. STEARNS. Maybe that’s not a question that you can answer.

Mr. BackHUS. Well, I think there is a precedent of sorts for this.
As you know, VA several years ago, in Northern California had to
close a facility. In this case it wasn’t due to a realignment study
that had been made but because there was a seismic problem. Any-
way, the process that the VA embarked on successfully here was
led by VA headquarters. In this case they established direct re-
sponsibility, control, and authority over how to best meet veterans’
needs in Northern California. VA hired a consultant to do this but
was very specific in identifying what they wanted the consultant to
do. The consultant reported directly back to headquarters. The con-
sultant also kept the stakeholders up to date.

The consultant’s response went directly to the headquarters unit
and VA made its decision in a short timeframe,. Everybody under-
stood the process, there was a clear result, and VA was able to
communicate to the stakeholders exactly what was involved and
considered. And apparently there is a very positive final result.
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So, the short answer to the question is that VHA headquarters
managed this particular realignment plan.

Mr. STEARNS. Mm-hmm. In the light of the fact I think your tes-
timony last year noted that VA has some 4,700 buildings. You
noted the age of many of these buildings; some going back to 1900.
And then there were some built before—50 of them built before
1900. So it’s going to be a challenge for the Veterans Administra-
tion to find a way. Yet it has been done successfully. There have
been examples where they’'ve taken down a hospital that was obso-
lete and not being used and in turn went ahead and put a superior
facility there which improved service to the veterans.

But there has to be local acceptance that this is in their best in-
terest. Let’s talk about the “stakeholders,” like the veterans’ orga-
nizations themselves. VSO’s role should differ from other stake-
holders’, do you think?

Mr. BACKHUS. Potentially. I can see a distinction being made
here. I view the VSOs as obviously representing the views and the
needs and the desires of the veterans. They're speaking on behalf
of the veterans. They are veterans. They need to be involved in this
process to make sure that the needs of the veterans are put first
and made the first priority.

I see a distinction, though, between them and some of the others
whose principal interest may not be the veterans. It's not to say
that they're not interested in helping veterans, but it may not be
first and foremost among their priorities. So I do see a difference.

Mr. STEARNS. You mean first and foremost particular veterans
through their VSO as opposed to all the veterans? Is that what
you're saying?

Mr. REYNOLDS. The distinct—oh, I'm sorry.

Mr. STEARNS. Go ahead.

Mr. REYNOLDS. I think that he meant to say stakeholders. He’s
making a distinction—all the VSOs we view the same.

Mr. BACKHUS. Yes.

Mr. REYNOLDS. And the distinction is with other stakeholders.
And I think what we are talking about are the medical schools, the
research organizations, and the unions as examples.

Mr. STEARNS. What do you folks think of Dr. Weldon’s proposal?
I mean, do you think this is a viable proposal that can be beneficial
and we should mount a pilot program?

Mr. BACKHUS. I don’t know a lot about it. The presentation this
morning was really the first time that I've heard about it. I see
some advantages to testing it. There is a need to probably move
somewhat cautiously with it at this point.

Clearly, some of the advantages are that if it results in better
continuity of care for the patient, that’'s——

Mr. STEARNS. Because of the proximity, you mean?

Mr. BackHus. Well, it’'s to allow the VA to manage the out-
patient and the inpatient care of a particular patient, whereas now
if a patient winds up not using the VA facility somewhere in a
rural area, they may or may not come back to the VA to—as a fol-
low-up for that kind of a care.

I think what I heard envisioned here was that there would be
this continued management of that patient’s health needs by the
VA, so there’s a focus, you know. There's a quality element to this
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that’s very appealing. Also if it increases patient satisfaction, then
I can see that as a real advantage.

The possibility also exists from this proposal that it gives addi-
tional flexibility to some of the realignment proposals that are pos-
sible. Rather than being wedded to VA facilities, you know, it opens
up opportunities potentially for buying the care where you can get
the price and where it’s more convenient. There’s good things that
seem worth pursuing here. But clearly, I think caution also needs
to be exercised, because it can potentially create additional demand
and additional costs on Medicare and lots of other expenses that
may not be obvious.

Mr. STEARNS. Unintended consequences. My last question con-
cerns, in the light of what we just talked about there, major new
construction. And last year you cited examples of costly VA mis-
takes in undertaking a number of construction projects such as the
one in Newington, CT. Do you have any views on the VA construec-
tion plans proposed in the budget? Palo Alto and in Central Ten-
nessee. Are there risks in any of these other pending projects men-
tioned in your testimony?

Mr. BACKHUS. You know, we've only had a couple of weeks to
really become familiar with these proposals. And I don’t think
we're at the point where we can say with a kind of precision that
were real comfortable with—or most comfortable with—how we
feel about any particular one. But Paul has had an opportunity to
look at these over the last 2 weeks, and I think—would you mind?

Mr. REYNOLDS. Sure. I think the first thing that’s important to
recognize is that all investments carry risk. So what we're really
talking about here I think is the degree of risk that should be asso-
ciated with this large undertaking of realigning assets.

In general, talking about the projects that the VHA set forward
to the Capital Investment Board, most of them are in what GAO
refers to as multiple location markets. It's spending—investing cap-
ital in one location when there are other competing VA locations
serving that market also. So there’s a certain element of risk there.

Palo Alto is an example of one. And in fact, Palo Alto is in what
we have dubbed as a megamarket. It has five different delivery
locations.

Mr. STEARNS. Oh, my God.

Mr. REYNOLDS. However, in looking at the Palo Alto project, VA
has done some things that I think help us to see they’re managing
the risk. The number one thing is that Palo Alto, as we understand
it, is being set up as a geriatric/psychiatric long-term facility, and
it will serve all the veterans in that network. So they’ve made one
key decision that you would expect out of a realignment process,
which is to realign care in one location.

Also they assert that this is a population where the private sec-
tor alternatives are limited. And again, we can see that that is
probably the case.

So, taking those things into consideration for Palo Alto, there
seems to be a reasonable case made that whatever realignment de-
cisions are made in that network, they may not impact much the
investment.

As far as the others—as I said, most are in multiple location
markets—we tried to think of other risk factors. One would be the
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changing veteran population, whether it’s declining substantially or
not. A lot of them have a very large declining population projected
over the next 20 years, so that adds an element of risk.

Also, the few that are in single location markets—Fargo I believe
is one example that has very low workload. And that to us would
be another risk factor. The larger the workload and utilization now,
the greater chance we feel that the realignment would not affect
the ultimate mission of that facility.

So I guess our bottom line from our quick read is that VA or
someone would have to develop some risk factors and really take
a closer look in order to give you a real good read on exactly which
are the more risky and less risky of the projects.

Mr. STEARNS. I think you, gentlemen. Mr. Doyle.

Mr. DoyLE. Thank you, Mr. Chairman. Mr. Chairman, I have
some statements here of some of our colleagues who have asked
that they be included in the hearing record and just ask that you
would have these statements——

Mr. STEARNS. By unanimous consent, so ordered.

[The statements of Representatives Evans, Rodriguez, DeLauro,
and Gordon appear on pp. 54, 59, 63, and 64.]

Mr. DOYLE. And we could also leave the record open for 5 legisla-
tive days to give other members a chance to submit statements.

Mr. STEARNS. It’s so ordered.

Mr. DoYLE. Thank you, Mr. Chairman. I'd like you to take a cou-
ple minutes to clarify the role you're recommending for stakehold-
ers. Where do you draw the line between an advisory role and a
participatory role?

Mr. BackHUS. Okay. As we read the VA's current proposal—
granted, it’s still in draft with February date on it, and it more
than likely will be revised again—there are provisions in it that es-
tablish local and national committees including various stakehold-
ers. The charter, if you will, for those committees is to try to
achieve consensus, or unanimity on the options that will be rec-
ommended for realignment.

That kind of charter, with that kind of a tasking, then suggests
that these people are in fact decision-makers, recognizing that they
don’t have the ultimate authority to approve a project. That would
still rest with the Under Secretary of Health and someone higher
in VA, but all the work that the consultant does in terms of evalu-
ating the options will ultimately be reviewed and approved by
these committees. That’s our reading of this.

It has been proven, I think, over the last couple of years, that
to have people of such diverse interests, and vested interests in
some cases, make it virtually impossible to reach consensus, and
that things will come to a grinding halt if anyone here has veto
power. It could be that——

Mr. DOYLE. And you read their proposal that way? That groups
would have the power. If it’s not unanimous, that it wouldn’t move
forward?

Mr. BackHUS. Yes. The role is to reach consensus. Yes. And if
that’s the way this plays out, our view is that experience shows
that that will be stifling to any process. So we think a more appro-
priate role is to engage stakeholders in an advisory capacity where
they’re frequently provided information as to what the criteria are,



17

let’s say, for how things are going to be evaluated, what the appro-
priate options are that are going to be pursued, how the evaluation
will actually be conducted in terms of scoring and a systematic
process for rolling up the information at the end and making the
decision so that it's transparent and clear. Because these stake-
holders do offer lots of good information.

V8Os, for example, working with veterans every day, have valu-
able insights that they offer that need to be considered. And I think
the medical schools do as well, and so do the unions and the other
stakeholders. It's important that those voices be heard. But it
needs to be advisory rather than decision-making so that the proc-
ess can move forward. It just seems impossible to me that
everybody’s going to come to agreement on what the best plan is
for veterans.

Mr. DOYLE. I'm curious. How do you see the proposed CARES
initiative? How do you see that being different than the process
that was used in the most recent Chicago process? And should we
expect a different outcome?

Mr. BAckHUS. It has changed. The proposal that I just discussed
is the latest CARES proposal, and it differs from Chicago. As I un-
derstand the way Chicago worked, there weren’t as many stake-
holders involved in the decision-making process. But what Chicago
lacked and the current proposal still lacks is this clearly estab-
lished quantifiable criteria and method for evaluating the propos-
als. Neither one contains those important ingredients, so that in
the end, we have a system with rigor that’s clear to everybody, that
isn’t too subjective and influenced by points of view. It’s data-driv-
en to the extent possible.

Mr. REYNOLDS. I think if I could offer another perspective,
CARES, the way I see it designed, could end up replicating what
happened in Chicago, and I think that’s what we'’re trying avoid by
addressing a little more rigor to the process. But if your question
was designed to get at, if we just did CARES the way it is now,
cou%d we have another Chicago? I believe we’re concerned that VA
could.

Mr. DOYLE. Thank you, Mr. Chairman.

Mr. STEARNS. Thank the gentleman. The gentleman from
Kansas.

Mr. MORAN. Mr. Chairman, thank you. I appreciate your report
and testimony. It seems to me that you've indicated a pretty damn-
ing indictment, I think. I thought your grading was generous. I
wish I would have had you in my days when I was a student.
(Laughter.)

Mr. BackHUS. I'll bet you that VA doesn’t think I was generous.

Mr. MoRAN. No, I understand. Let me ask just a couple of gen-
eral questions. Your testimony back in March of 1999, the GAQO’s
testimony, indicated the VA spends one of every four health care
dollars on maintaining and operating buildings. Is that any dif-
ferent a year later?

Mr. BAackHUS. Well, you know, we had this discussion amongst
ourselves here a few times, and I'm going to give you an answer
that says we don’t totally agree among ourselves. But some of us
think that it's greater. None think that it’s less. So——



18

Mr. MoORAN. There is some indication that instead of spending
one of every four dollars, we're spending more than one of every
four dollars on buildings?

Mr. BACKHUS. Or that the cost of maintaining unneeded build-
ings is greater today than it was a year ago.

Mr. MORAN. And is that a matter of actual dollars spent, or is
it an issue of relativity? That as a percentage we're spending more,
or are we actually spending more dollars?

Mr. BACKHUS. Oh, relativity, I think.

Mr. REYNOLDS. You know, I think we’re talking about two things
here. One is about how much money—we had estimated last year
$1 million a day might be spent on unneeded buildings. I think
based on what VA’s done in the last year, we tend to think that
was an understatement, too. We were rather conservative on that.
Because the Chicago study alone, while it doesn’t have an outcome
yet, it showed a half a million dollars of savings a day in that mar-
ket alone. And then VA’s good efforts in Fort Howard and Fort
Lyon, which you'll hear about later today, also are showing signifi-
cant savings.

So the $1 million a day we think is low. As far as the percentage
of the total budget, the one out of every four dollars, I think that
we recognize all the wonderful management initiatives that VA's
been able to do within the construct of their assets now. They have
a lot of initiatives that have saved money. They expect to save
about $260 million or so in fiscal 2000. They saved a couple hun-
dred million last year.

So 1 believe that those savings are somewhat reducing the
amount of money that’s spent maintaining and operating buildings.

Mr. MORAN. As a bottom line, things have not gotten better and
perhaps either through an understatement to begin with or contin-
ual costs of maintaining these buildings, they may have gotten
worse?

Mr. BACKHUS. That’s correct. That’s how we feel.

Mr. MoraN. That’s also disturbing to me, because we spend a lot
of effort as Members of Congress trying to find additional dollars
within the budget, within the appropriations process, to put more
specifically into VA health care. And I suppose until 1 was re-
minded of your findings, I would have thought that we’re providing
direct medical care for veterans in a better way by placing addi-
tional financial resources into the system.

Anything in the testimony—let me ask first, the consultant that
you describe. VHA plans to give a consultant—it says “a consult-
ant” primary responsibility. Is this one consultant for the entire
system?

Mr. BACKHUS. That’s the plan as we understand it, that there
will be one contractor that orchestrates the studies of local markets
that will take place around the country.

Mr. MORAN. Any—how far along are they in determining who the
consultant will be?

Mr. BACKHUS. Well, they’re still preparing the statement of work.
So that hasn’t taken place. As I understand it, the plan is to com-
plete that statement of work, allow companies to prepare proposals
all within the next few months and to begin contracting before the
end of the fiscal year.
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Mr. MORAN. I assume that you've had the opportunity and have
taken the opportunity to at least read the testimony of the VA that
will be presented subsequent to your presentation. Is there any-
thing in the testimony today that stands out to you as either sig-
nificant progress or movement in the right direction or particular—
highlights additional problems?

Mr. BAckHUS. Well, I think that the statement acknowledges
that progress hasn’t quite lived up to expectations, and I agree
with that. The optimism, though, that it shows about being able to
conclude the process, I don’t share. And we tried to express that
today. So that’s where we differ, I think.

Mr. MORAN. I thank you. My time has expired. Thank you, Mr.
Chairman.

Mr. STEARNS. I thank you. The gentleman from Minnesota. Mr.
Peterson?

Mr. PETERSON. Well, thank you, Mr. Chairman, and I apologize
for getting here late, but. Mr. Reynolds, I guess, you made the
statement that—and I don’t know what context this is in, because
I missed some of the discussion here, but that Fargo was underuti-
lized or was—had low utilization or something like that?

Mr. REYNOLDS. Correct. Low workload, yes. Lower utilization,
yes.

Mr. PETERSON. How did you come to that conclusion? By just
looking at the numbers?

Mr. REYNOLDS. Basically, Yes.

Mr. PETERSON. Yeah. Well, I don't know exactly what’s going on
here, but I just want you to be—I guess hearing that I question
your methodology of what you guys are up to. Because in Fargo,
we have two wings that are closed because we won't give them the
money to run those two wings, and so we've got veterans on huge
waiting lists. My area is served by this hospital. And it’s not be-
cause there isn't a need for this workload, it’s because we won’t
give them the money to do it. So I'd be careful, just looking at these
numbers. You know, I'm a CPA. I'm a bean counter like you guys
maybe are. And sometimes, you know, figures lie and liars figure.
And so, you know, I don’t know exactly what all has gone into this,
but I would just caution you that sometimes these facilities, it’s not
because there isn’t the workload or isn’t a demand, it’s because
we're not giving them the money and the resources to do what they
should be doing or need to be doing.

Mr. REYNOLDS. I agree. My comments were within—the question
that I was responding to was, “In looking at the projects that were
put forward to the Capital Investment Board, what risk was in-
volved in those—the risk of VA’s ongoing realignment—causing
some mission change or something else that would in effect put
into question whether the investment was a wise investment at
this point in time?” And what I was trying to do was express a cou-
ple of risk factors that we thought could be used for gauging higher
risk and lower risk.

Mr. PETERSON. Well, I guess following up on that, you know, as
I understand that you guys still haven’t really laid out what you
think the criteria ought to be. Do you have a list of specifics of
what you think the evaluation criteria should—that they should do
and develop and what it should be?



20

Mr. BACKHUS. That’s a good question. I can give you an example
that could clarify what it is we really intend here, what it is we're
trying to say. And the one that comes to mind first is access to
care.

What we’re thinking is the first level of definition to be some-
thing like make care convenient to as many veterans—the greatest
number of veterans possible. Defined as something like within 30
minutes of a facility or 30 miles of a facility. To specify to that ex-
tent. Then, every proposal or every option put on the table for re-
alignment can be measured against that standard. There’s suffi-
cient data. It would be data-driven. That would result in, for exam-
ple, a zip code analysis that would display for every veteran in that
area exactly how close or how far they are to a facility under any
particular option using that criterion.

You could weight that criterion: How important is it that ac-
cess—that care be convenient to people within these standards? Is
it a high priority relative to the other criteria or is it not? You can
weight that. And in the end, we wind up with a process that is very
data driven, very specific and very——

Mr. PETERSON. Well, I understand that. But do you have these
specifics written down that you can give to us that you think they
should use?

Mr. BackHus. No, but I——

Mr. PETERSON. I mean, like in my area, there’s hardly anybody
that’s 30 minutes from a hospital, and there isn’t going to be, un-
less you provide outpatient clinics all over the place, because, you
know, I've got—my district is 300 miles long and it’s, you know,
we've got Fargo and Minneapolis-St. Cloud. So I mean it doesn’t
take a rocket scientist to figure out that we’re not going to meet
those criteria.

Mr. BAckHUS. Correct.

Mr. PETERSON. But I—what I'm wondering is, is there some kind
of specifics that you have? And before my time runs out, I don’t
know who could answer this, but in this process, you know, I think
people would feel better about this if the money—if we were going
to close facilities or take the money out of spending it on capital
assets, if it would actually go to veterans.

Mr. BACKHUS. Absolutely.

Mr. PETERSON. And a lot of people are afraid that if we do this
it’s going to just get sucked up some other place and it’s not going
to go to that area or somebody else is going to get it. And, you
know, we've got, as I say, Fargo sitting there with two wings that
we built recently that are empty, because we won’t give them the
money to run it, so——

Mr. BACKHUS. I couldn’t agree with you more. I think, though,
that when we come up and talk about this or write about it, it’s
often gotten lost that, we, too, have stressed that the whole point
of realignment is to improve care for veterans. And that we see po-
tentially closing facilities as a way to improve and conduct better
the mission and accomplish better the mission of VA. And it means
potentially putting facilities closer to where veterans live and im-
proving access. And that’s what this is all about—reinvesting re-
sources into that.
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Mr. PETERSON. Mr. Chairman, could I just follow up one—and
maybe you’re not the right one to ask, but I have to go to another
meeting. In this plan that’s being looked at, is the money that’s
saved within that VISN, does it stay in that VISN?

Mr. BackHus. Well, we have gone—we’ve gone on record as say-
ing——

Mr. PETERSON. Or does it go into the whole system?

Mr. BAckHUS. We've suggested in the past that that be done. I
see a lot of benefits in doing that. Whether assets are currently
configured regionally in the way that they need to be is the real—
the bigger question.

Mr. PETERSON. Thank you, Mr. Chairman.

Mr. STEARNS. I thank the gentleman. You know, your message
basically is that the VA shoul§ close or change the mission of facili-
ties and put these assets to best use to improve the veterans’ ac-
cess to care.

I just want to put onto the record that Price Waterhouse did a
study which noted that the VA owns some 4,700 buildings, over 40
percent of which have operated for more than 50 years, including
almost 200 built before 1900. Only 1,200 of those buildings are
used to deliver care. So certainly within those statistics, there is a
significant unused capacity that could be closed and those assets
put to better use, and that’s basically what your message is.

Mr. BacknHus. That’s right.

Mr. STEARNS. So I thank the gentleman. And I thank you for
your time and your hard work. And now we’ll have the third panel
step forward.

Dr. Frances Murphy from the Department of Veterans Affairs,
Acting Deputy Under Secretary for Policy and Management, accom-
panied by Terrence S. Batliner, Director, VISN 19; Dennis Smith,
Director, VA Medical Health Care System; and Charles Yarbrough,
Chief Facilities Management Office, Department of Veterans Af-
fairs. Ladies and gentlemen, welcome to the Health Subcommittee.
And Dr. Frances Murphy, we’'d appreciate your opening statement.

STATEMENT OF FRANCES M. MURPHY, M.D., M.P.H., ACTING
DEPUTY UNDER SECRETARY FOR POLICY AND MANAGE-
MENT, DEPARTMENT OF VETERANS AFFAIRS, ACCOM-
PANIED BY TERRENCE S. BATLINER, DIRECTOR, VISN 19,
DENNIS SMITH, DIRECTOR, VA MARYLAND HEALTH CARE
SYSTEM, AND CHARLES W. YARBROUGH, CHIEF, FACILITIES
MANAGEMENT OFFICE, DEPARTMENT OF VETERANS
AFFAIRS

Dr. MurpHY. Thank you, Mr. Chairman. I've submitted testi-
mony for the record, and with your permission I'd like to make a
brief opening statement and then respond to questions.

As you mentioned, with me today are Chuck Yarbrough, Terry
Batliner, and Dennis Smith, all who will have comments to make
later on in this session.

Before discussing capital asset budget and planning issues, it's
important to recognize the notable clinical achievements and orga-
nizational changes that have occurred within VHA over the past 5
years. We've seen demonstrable improvements in our capacity to
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achieve consistent, reliable, accessible, satisfying and high-quality
care for veterans.

As a result of the transformation within VHA health care, we've
been able to close 52 percent of our hospital beds, at the same time
increasing outpatient visits from 24 million to 37 million annually.
VA now has more than 1,200 sites of care, bringing health care
services closer and into veterans’ communities.

The transformation that is occurring in the VA health care sys-
tem has outpaced our ability to make infrastructure changes. VA’s
infrastructure was largely built at a time when hospital bed-based
care was the norm. As discussed in previous hearings before your
committee, VHA is facing a challenge to realign our infrastructure
to support how health care can optimally be delivered today and
how it will ideally be delivered in the future.

Since our last appearance before you regarding this topic, we've
improved our processes for reviewing capital asset investments to
ensure that proposed investments support current requirements.
We've also made progress in developing a program to review exist-
ing capital assets to identify opportunities for realignment that
would enhance services to veterans.

This year VA will implement the Capital Asset Realignment for
Enhanced Services (CARES) process. CARES will involve detailed
studies of each VISN to systematically review current mission re-
quirements, existing and future veterans’ health care needs, vet-
eran demographics, required service delivery options, and rec-
ommendations for capital realignment options to enhance the serv-
ices to our veteran population.

CARES has emerged as one of the more challenging and complex
programs that VA will undertake in the next 5 years. I think that
that has remained underrecognized in the discussions today. How-
ever, through this process, VHA will position itself for optimal
health care delivery in terms of both quality and access to care and
hopes to realign its extensive inventory of capital assets to better
support the effective and efficient delivery of health care.

As you know, the need to review and realign capital assets was
discussed extensively last year. In fact, the House passed legisla-
tion that would have supported the CARES concept. However, the
final Millennium Bill did not contain that provision.

VHA has been developing the CARES concept since April of
1999. Since that time, communicating the CARES program and the
associated processes with VA's diverse stakeholder constituency
has taken more time than anticipated. However, we feel this time
has been well invested in assuring that the future efforts will have
their support.

A draft CARES policy was formally shared with VA stakeholder
representatives on February 17th of this year, and we've asked for
their comments back by April 20th. Concurrent with this review
and comment period, VHA is proceeding with the development of
a statement of work for the network planning studies and develop-
ment of the CARES guidebook that will assist field managers in
implementing the CARES program.

VA intends to award the consultant contracts for the initial
group of network planning studies by September of this year. These
will include the eight megamarkets that were identified by GAO in
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its testimony before this subcommittee. Although the draft CARES
policy is being reviewed and revised, several networks have identi-
fied and have implemented capital realignment initiatives that will
both enhance delivery of services to veterans and at the same time
result in significant savings in medical care funding. My full state-
ment describes these initiatives for you.

The diversity of approach and the potential political implications
of these initiatives should give you an idea of the complexity and
the challenges that VHA will face in implementing its CARES pro-
gram in all 22 networks. However, although challenging, the poten-
tial benefit to veterans and veterans’ health care associated with
these initiatives, and from the future CARES studies, are substan-
tial, and have the potential for significantly enhancing our service
to veterans.

Mr. Chairman, our objective is to ensure that VA’s capital assets
support our clinical, research, and education missions and evolve
quickly to keep pace with our transformed health care delivery sys-
tems.

We very much appreciate the committee’s support of our efforts
to review and realign our capital assets, and we particularly appre-
ciate changes to VHA’s enhanced use leasing authority that was
originated in this committee last year. This new authority will give
VA facilities new energy to enhance the value of the property that
we hold for the benefit of the veterans that we serve. And we be-
lieve that the initiatives that will be discussed here this morning
will help VA move towards meeting the challenges that we face.

That concludes my opening remarks. I'm pleased that the com-
mittee has asked Dr. Batliner and Mr. Smith to attend the hearing
and to share their experience in pursuing some of these realign-
ment initiatives. With the committee’s permission, we'll briefly dis-
cuss and describe those initiatives for you this morning.

[The prepared statement of Dr. Murphy appears on p. 81.]

Mr. STEARNS. Okay. Dr. Batliner, do you have a brief statement?

Mr. BATLINER. Yes, sir.

Thank you, Mr. Chairman. I'm here to discuss Fort Lyon. Fort
Lyon is a facility in rural Southeastern Colorado on 556 acres and
includes over 50 buildings. For the last decade, Fort Lyon has
served mainly as a long-term psychiatric facility. They did provide
some acute psychiatric and medical care until 1998. In that year,
acute inpatient care was discontinued due to low demand, and clin-
ics in Pueblo and Colorado Springs were enlarged using the money
made available by that change.

There is now an outpatient clinic and 216-bed nursing home at
Fort Lyon. The current census in the nursing home is 174.

Changes in medicine have led to changes in the VA, mostly over
the last 5 years. We hospitalize far fewer patients than we did 5
years ago. The treatment of chronic psychiatric patients, the types
of patients Fort Lyon has traditionally served, has changed so that
fewer of them are institutionalized for long periods. We now use an
approach called assertive community treatment to keep them out
of institutions. These patients are often seen by a clinician every
day, but they are not institutionalized. Changes like the move to
assertive community treatment in Fort Lyon have decreased the
demand for institutional care.
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Because of these changes, many of the buildings are underuti-
lized there and have been for several years. On December 9th,
1998, a meeting involving private sector individuals along with
local and state government officials was held to determine if any-
one would be interested in leasing space at Fort Lyon. The only
group that expressed interest in the use of Fort Lyon was the De-
partment of Corrections for the state of Colorado. In September
1999, the governor of Colorado sent a letter to the secretary of VA
requesting the transfer of the facility to the state DOC.

The network office subsequently developed a plan for health care
improvement in southern Colorado. The plan calls for the transfer
of the facility to the Colorado Department of Corrections. In the
plan, we commit to three new clinical arrangements: A VA-oper-
ated clinic in La Junta, 25 miles to the west of Fort Lyon, and con-
tract arrangements with private-sector physicians in Lamar, which
is 55 miles to the east of Fort Lyon, and Alamosa. Alamosa is an
underserved mountain town 200 miles west of Fort Lyon.

Our plan also proposes the establishment of a new and much
smaller nursing home in Pueblo, CO. This is to care for patients
that we know will be difficult to place in the private sector or in
state veterans’ homes. We currently believe that about 40 of the
174 nursing home patients in Fort Lyon will be difficult to place.

Now I want to make it clear that we are committed to placing
each current nursing home resident in a facility that meets his or
her needs and desires for as long as that veteran needs this care
and at no additional cost to the veteran.

Now overhead costs are certainly a problem at Fort Lyon, but I
would like the subcommittee to understand our two biggest prob-
lems in southern Colorado: First, the inability of the VA to recruit
staff in Fort Lyon. We've had this problem for years. It has been
extremely difficult to recruit physicians, pharmacists, physical
therapists, and accountants to work at Fort Lyon.

Secondly, there is a complete lack of emergency medical services
in the Fort Lyon area. Some VA patients arrive at the Fort Lyon
outpatient clinic with emergent problems and must be transported
to La Junta for care. That is 25 miles away, as I've said. We cannot
alleviate this problem by hiring staff to serve these patients be-
cause of our inability to recruit staff to work at Fort Lyon. We
therefore believe that regardless of what occurs to the entire Fort
Lyon facility, we must close the outpatient clinic soon and move it
to La Junta so that patients can be reasonably near emergent care
when they need it. La Junta has a 78-bed hospital with 24-hour
emergency services.

Now our plan was completed in October and forwarded to the
secretary for review. He directed us to send it out for 30-day com-
ment period. We did so in late November. We received approxi-
mately 30 comments. Most of the people providing comments were
in favor of the plan.

Mr. Chairman, change of this type is always controversial. How-
ever, I believe that change which improves veterans’ access to care,
improves the quality of that care, and frees up more than $8 mil-
lion per year that can be used to fund more health care must be
pursued. This is $8 million that is presently spent cutting grass,
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operating the sewage and water treatment equipment, maintaining
aging buildings and operating a fire station. Thank you.

Mr. STEARNS. Mr. Smith, do you have an opening statement?

Mr. Dennis SMITH. Yes, I do, Mr. Chairman.

Mr. Chairman, members of the committee, the planning for the
Fort Howard mission change and campus revitalization began with
the establishment of a simple philosophy of keeping an open proc-
ess. It was foreseen that the widespread interests would require
numerous presentations to keep all stakeholders informed.

In anticipation of public interest, our public relations and com-
munity affairs office was involved in an early state, and press pack-
ages were prepared. In addition, a professional PowerPoint presen-
tation was developed and tailored to each audience’s interest.

We started by presenting our concept to headquarters in late
March 1999 and obtained approval to move forward with the plan-
ning. Our position was basic—that we could no longer continue to
provide inpatient care in a 57-year-old obsolete and inefficient
building when excess capacity was available in other locations in
my organization.

With headquarters’ support, we immediately proceeded to sched-
ule informational meetings with congressional leaders, local and
state veterans’ organizations, employees, unions, and the local com-
munity. Approximately 14 informal presentations were given in the
first 2 months after our meeting with headquarters.

A consultant was hired in May 1999 to evaluate our workload
and help develop a business plan. An advisory committee was
formed to work with this consultant. Members of this committee in-
cluded a wide spectrum of employees, union representatives, and
veterans’ service organization officials. During the planning proc-
ess, informal update meetings were provided to employees, congres-
sional stakeholders, VSO organizations, and the local community to
keep everyone abreast of our progress.

The consultant’s final report recommended that the Fort How-
ard’s 85 inpatient beds be moved to other locations in our organiza-
tion and that we retain our primary care outpatient clinic at the
Fort Howard campus and further pursue the enhanced use contin-
uum of care community concept which would include independent
living, assisted living, and nursing home care. It is estimated that
these recommendations would save the VA Maryland Health Care
System over $79 million during its first 10 years, and when fully
implemented, would save approximately $9.7 million a year.

By the time our business plan was submitted to headquarters in
November 1999 for final approval, over 30 presentations had been
given. Stakeholder feedback was not taken lightly. We have been
responsive to concerns and suggestions raised in regards to the
final report. For example, a concern was raised to the proposed re-
location of a dementia bed unit in our Baltimore Rehabilitation and
Extended Care Center. In response, we have reevaluated this move
and determined that we will relocate a more general nursing home
patient.

In addition, there were concerns about the allocation of hospice
beds within our health care system. And as a result of that con-
cern, we reallocated those beds in our new business plan.
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VA headquarters has also been vigilant in soliciting input at a
national level. In January of this year, headquarters sent copies of
our consultant report to numerous stakeholders, including national
headquarters for VSOs, the Maryland statewide congressional dele-
gation, and key members of the House and Senate Committee for
Veterans’ Affairs for comments. The comment period ended Feb-
ruary 25th of this year, and we did not receive any letters of non-
support and received a number of letters of support for our
proposal.

As I previously stated, during the past year, over 30 presen-
tations have been held and given to local, state, and national stake-
holders as well as to numerous community meetings for the general
public and smaller interest groups. We believe that the proposed
mission change and campus revitalizations has received over-
whelming general acceptance and support.

I attribute much of this acceptance and support to the open phi-
losophy that we've had and to a very sound, realistic and progres-
sive concept. In addition, my executive officer, Mr. Alan Hackman,
who is present here today, developed an enhanced use concept and
approached me with his ideas to establish a continuum of care com-
munity that would be accessible to our veterans as well as their
spouses during a time in their lives when assistance with some of
the daily needs in life are often required. This creative approach
allowed us to develop services that are not now readily available
to our aging veteran population.

Mr. Chairman, I appreciate the opportunity to present this infor-
mal testimony and would like to thank you and the other members
of the committee for your support.

Mr. STEARNS. I thank the gentleman. We just had a second call
for a vote, so we're going to temporarily adjourn the committee and
reconvene momentarily after I get back after I vote. So if you'll
bear with us.

{Recess.]

Mr. STEARNS. The Health Subcommittee is reconvened. We just
finished up with opening statements of the panel number three.

So I think what we have here, Dr. Murphy, is examples of how
it can be done. And so what we tried to do here is somehow get
measurable, objective criteria for a realignment process estab-
lished—transparent criteria. And then it looks like, based upon
what GAO has said, we could all come together. Wouldn’t you
agree on that?

Dr. MURrPHY. Yes. I think actually the two examples that you've
heard about this morning will ultimately be successes in our cap-
ital assets realignment program. They’re much simpler than some
of the complex megamarket studies that will be done, and therefore
the process has been smoother. But I think the basic principles are
sound, and VA has learned from these smaller projects, and we've
learned from some of the approaches that were taken for the Net-
work 12 Option Study.

Mr. STEARNS. Well, the GAO has given you a D-plus on this mat-
ter. I think they were being probably kind. At this point it looks
to me like the Veterans Administration just has to have the cour-
age to develop meaningful criteria that enable you to make these
decisions. Can you give us any assurances this afternoon that VA
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is equipped to make these decisions today? And I guess what I
need to hear is what are you going to do differently?

Dr. MurpHY. I can’t disagree with the three basic principles that
the GAO outlined this morning——that is, that we have to have na-
tional leadership for the CARES process, that we have to have ap-
propriate stakeholder involvement, and that we need to have a
very specific evidence-based approach with criteria clearly outlined
so that they are understandable both to the contractors who are
helping us carry out the process and to the stakeholders who will
be evaluating the results of the CARES studies.

So I think those are concepts that VHA can support. The CARES
program is very important to VA. We understand that it will be es-
sential for us to effectively manage our capital asset realignment
program in order to be able to deliver more care, to more veterans,
in the most appropriate locations. We’re committed to making this
process work, and we have a clear plan on how to make that
happen.

Mr. STEARNS. Wouldn’t you agree that the failure to give the con-
tractor or the steering committee specific criteria by which to de-
velop or evaluate options was a major mistake in Chicago?

Dr. MUrPHY. VHA believes that the statement of work this time
should include those criteria, and we will include them. We cur-
rently have asked for a data committee to put together some of the
components that the contractor will need to use to be able to do
that criteria-based evaluation.

Mr. STEARNS. Based on what happened in Chicago, was there
anybody let go? I mean, was there any kind of disciplinary action
or anything done?

Dr. MURPHY. I don’t believe so.

Mr. STEARNS. I guess what we're trying to get this morning is a
commitment to develop objective criteria. Are you able to develop
the kind of measurable objective criteria, you feel as a result of
what the GAO has said, to make the realignment decisions? I
mean, do you feel you're capable now of doing it or do you need
more time or——

Dr. MURPHY. We actually feel that VHA is the most capable orga-
nization to be able to do this. One of the challenges will be that
there aren’t other health care systems like ours. The contractors
will have a difficult time, because really the Network 12 study was
the first time that a contractor was asked to do such a project.

We certainly have the expertise in facility evaluation and assess-
ments in our Facilities Management Office. We have excellent fi-
nancial managers, and we have health care experts who can assess
veterans’ health care needs, demographics of the veteran popu-
lation and structure a process that will allow us to make the as-
sessments that are necessary. So, yes, we do make a commitment
that the request for proposals will go out this summer and that the
CARES process will begin at the end of the fiscal year.

Mr. STEARNS. Are you willing to work with the assistant sec-
retary for financial management and with the GAO in developing
these criteria?

Dr. MURPHY. We are already actively working with the assistant
secretary for financial management through the CIB process and
will use their expertise and the appropriate parts of their evalua-
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tion process in designing our criteria. We would also value the
input of the GAOQ. If they have specific recommendations on the cri-
teria, we’ll certainly consider them very seriously. We'll be using
input from other stakeholders also. Our special medical advisory
group, who are in Washington meeting today, have also offered to
give us their perspective on some of the criteria for this process.

Mr. STEARNS. Dr. Murphy, could we have in 30 days a report
back a report that talks about the measurable objective criteria you
have developed? Can you give us a report and tell us what it will
be? Is that feasible?

Dr. MurpHY. We'll try to make your 30-day deadline. But we'd
like a bit more time.

Mr. STEARNS. How much time do you need?

Dr. MurpHY. If we could do it——

Mr. STEARNS. And based upon what has happened in Chicago
and what’s happening around the country and what the GAO has
said, it seems like you should be able to come up with sort of an
outline for us in 30 days.

Dr. MURPHY. We could give you an outline and a final version
at the end of May.

Mr. STEARNS. Is there any hesitation you have with working with
other offices in the VA to develop this criteria?

Dr. MURPHY. None at all.

(See p. 39.)

Mr. STEARNS. Okay. Okay. Well, we'll look forward in 30 days,
a draft of the objective measurable criteria. Is that okay? Anyone
else on the panel would like to say anything before we close and
go to the fourth panel?

I thank the third panel, and now we’ll welcome the fourth panel.
Mr. Gordon Mansfield, Executive Director of the Paralyzed Veter-
ans of America; Mr. Dennis M. Cullinan, Director, National Legis-
lative Services of Veterans of Foreign Wars; and Jacqueline
Garrick, Deputy Director, National Veterans Affairs and Rehabili-
tation Commission, The American Legion.

Let me welcome you folks this afternoon, and appreciate your pa-
tience in waiting for the other three panels. And at this point we'll
have opening statements, and you may begin.

STATEMENTS OF GORDON H. MANSFIELD, EXECUTIVE DIREC-
TOR, PARALYZED VETERANS OF AMERICA; DENNIS M.
CULLINAN, DIRECTOR, NATIONAL LEGISLATIVE SERVICE,
VETERANS OF FOREIGN WARS; AND JACQUELINE GARRICK,
DEPUTY DIRECTOR, NATIONAL VETERANS AFFAIRS AND RE-
HABILITATION COMMISSION, THE AMERICAN LEGION

STATEMENT OF GORDON H. MANSFIELD

Mr. MANSFIELD. Thank you, Mr. Chairman and members of the
subcommittee, for the opportunity to present the views of the Para-
lyzed Veterans of America on VA capital asset needs with regard
to potential mission changes and the realignment of health care fa-
cilities. These issues hinge on the concept of how, why, and where
we expend taxpayer dollars to be used in the provision of medical
services for veterans.
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We believe it is paramount that these dollars are expended wise-
ly and efficiently, while ensuring—no matter what the cost or
change to the infrastructure of the VA health care system—that
veterans will continue to receive appropriate, timely, and quality
health care service.

Because of health care realignment and lack of construction and
renovation dollars, VA’s infrastructure inventory and needs have
changed dramatically. Most of this change, marked by the shift
from inpatient to outpatient care, has occurred in the last 3 years.
At some point, if that point has not already been reached, this
trend will stop. Not all care can or should be provided in an out-
patient setting. VA needs to maintain its core inpatient capability
to maintain cohesion as a viable health care system able to provide
the full range of services to veterans.

The tertiary acute care medical center, practicing medicine in the
environment of academic medicine and advanced medical research,
is the hallmark of the VA health care system. Downsizing that role
by relegating VA medicine to a conglomeration of scattered out-
patient clinics or contract providers might provide convenient ac-
cess to some services but does not ensure quality health care for
all. Particularly at risk are veterans who rely on the VA for special-
ized services, such as spinal cord injury care, that can only be pro-
vided in an inpatient setting and cannot be found anywhere outside
the VA, Any realignment decision being considered or adopted
must make certain that the core missions of the VA health care
system, such as these specialized services, are protected and
enhanced.

The VA has already begun to implement an initiative, the Cap-
ital Asset Realignment for Enhanced Services, to design potential
realignment scenarios nationwide. This proposal provides consider-
able latitude for local steering committees to tailor the changes
that are being proposed in service delivery to the local health care
market and the projected needs of the veteran population.

The process also calls for active stakeholder involvement that is
paramount for any realignment process being considered.

Every VA medical facility has unique characteristics influenced
by its community, its range of services, and its patient population.
Initially, decisions affecting potential realignment or closure of fa-
cilities should be made at this particular level. We strongly believe
that this process must have central guidance and oversight to
make certain that the overall mission of the VA is not eroded and
that certain standards can be applied to protect core missions and
the full range of services to core populations.

Protections are needed in the process to ensure that locally made
decisions are not generated purely by cost reduction incentives, to
the detriment of the veteran patient and the VA system as a whole.
The process must utilize a wide range of criteria.

PVA has identified a number of criteria that we believe are es-
sential for assessing any facility, whether for realignment or clo-
sure. They are included in my testimony on pages 3 and 4.

PVA also believes that the process must ensure as well that any
savings or revenue generated by realignment must be protected
and plowed back into enhancing services in the same area.
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Stakeholder involvement is the most important component of any
realignment process. Any local or national realignment plan can
easily be doomed without the active participation of veterans’ orga-
nizations and other stakeholders at every step of the process. The
GAO last year criticized the participation of system users and serv-
ice providers as having too many vested interests to be able to
make tough, independent decisions. But as the name suggests, we
are looking at the Veterans Health Administration, and veterans
and veterans’ service organizations have every right, and even a
moral obligation, to make certain that the welfare and health care
services for all veterans are fully protected.

The GAO last year praised the realignment process in Veterans
Integrated Service Network (VISN) 12 because there was very little
stakeholder involvement. From our standpoint, also in large part
because many stakeholders were excluded from the process, the
VISN 12 plan was a complete disaster.

One of the resulting proposals called for the elimination of all
acute care at the Hines VA Medical Center. At the same time, it
proposed leaving the Spinal Cord Injury Center in place at Hines.
It is medically untenable to have an SCI center located without di-
rect acute care support to provide the on-site, multi-disciplinary
services SCI patients require. It is even contrary to the VA’s own
manuals to leave an SCI center isolated without acute care support
in this fashion.

Obviously, with this plan, as it was devised, the consultants gave
no thought to preserving the integrity of one of the VA’s core
missions.

Mr. Chairman, I cite the Chicago plan as one example of how
much damage can be done if a health care realignment process is
carried out with an eye, only an eye, for the bottom line and not
the best interests of the VA or the veterans it has been designed
to serve.

As the VA begins to go down this road, all deliberation must be
used to ensure that the VA does not begin to reinvent itself into
something it should not be, nor was ever intended to be.

This concludes my testimony. I'll be happy to respond to ques-
tions.

[The prepared statement of Mr. Mansfield appears on p. 91.]

Mr. STEARNS. I thank the gentleman. Next?

STATEMENT OF DENNIS M. CULLINAN

Mr. CULLINAN. Thank you, Mr. Chairman. The VFW is both
pleased and gratified to play a role in today’s most important dis-
cussion. As an organization comprised of nearly 2 million combat
theater veterans, the VFW is obviously greatly concerned with all
aspects of VA’s operation, emphasizing today capital asset needs,
planning, and budgeting.

I would mention that the VFW is deeply troubled that the Presi-
dent’s budget for FY 2001 would only provide $62 million for major
construction projects, $114 million less than is prescribed by the
Independent Budget for VA as being necessary to meet true need
in this vital area.
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Similarly, the President’s funding recommendation for minor
projects falls $29 million below the IB level of $191 million, the
amount prescribed as being necessary to meet true need.

We now look to the Congress to ensure that there are adequate
funds for both major and minor construction programs so that the
Veterans Health Administration may address urgently needed
projects in the system’s antiquated infrastructure.

With respect to the department itself, VA must only restructure
its capital assets to ensure the delivery of high quality and timely
care to all enrolled veterans while maintaining its legislatively
mandated missions.

In this regard, VA must pursue a systematic national approach
to acquiring complete factual information and providing unbiased
analysis to support the realignment process. And Mr. Chairman, I
would just add by “unbiased” I don’t mean to suggest that all
stakeholders are created equally, because clearly they're not. I re-
flect on Mr. Backhus’ comments earlier that veterans and veterans’
service organization should play a very special role in this process.
Whao better to delineate local need than those veterans who use the
system locally?

On the other hand, it’s not to say that local veterans or the veter-
ans’ service organizations are best equipped for the technical detail
or statistical methodologies to describe how this process should pro-
ceed. That in itself argues for the establishment of clear, objective
criteria to pursue this realignment process.

With respect to any revenues that are freed up, any divestiture
of resources, I certainly support my colleague to my right that all
capital assets must be reinvested into veterans’ programs and no-
where else.

We'll now address the Veterans Health Administration Capital
Realignment for Enhanced Services program itself. The VFW is not
tied to bricks and mortar, but we are insistent that the Veterans
Health Administration provide quality, accessible, timely health
benefits for this nation’s veterans. We realize that the VHA phys-
ical infrastructure was designed for inpatient care and in many
cases do not meet today’s health care delivery requirements. We
fully believe that a strategic realignment of these capital assets is
needed to improve both access and timely service.

We encourage VA to continue forward and to refine this process,
because we believe if done properly it can and will be beneficial for
veterans. We insist, however, on being part of this process. The
CARES draft directive is a step in the right direction, because it
seems to bring balance between the network level, the corporate
level, and the stakeholder involvement. If this directive is imple-
mented as written, with special emphasis on veterans and veter-
ans’ service organization input, it should go a long way to ensure
a smooth process is achieved.

Any process of this type, however, is doomed to fail if local stake-
holders are not included in the planning and decision-making at
the network level, and the national stakeholders are not included
in the planning and decision-making at the headquarters level.

The network self-assessment survey is a good vehicle in address-
ing the potential realignment of facilities. However, we urge that
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the addition of Potential Impact on Veterans and Potential Impact
on the Families of Veterans ge added to the survey.

Once again, Mr. Chairman, I thank you for this opportunity to
present our views here today. That concludes my testimony.

{The prepared statement of Mr. Cullinan appears on p. 97.]

Mr. STEARNS. I thank the gentleman. Good afternoon.

STATEMENT OF JACQUELINE GARRICK

Ms. GARRICK. Mr. Chairman, good afternoon. The American Le-
gion appreciates the opportunity to present its views on VA’s cap-
ital assets, the proposed FY 2001 medical construction budget, and
the mission changes and realignment of VA medical facilities.

For the American Legion, its position on the future of VA is clear
and emphatic. In 1999, the National Executive Committee, rep-
resenting the 2.8 million members of the American Legion, passed
a resolution to oppose the systematic closing of VA medical centers.
According to the resolution, the American Legion does not believe
VA should close any of its existing medical centers simply as a
method of generating savings. The American Legion does not be-
lieve there 1s one VA hospital that is not needed in some capacity
and supports maintaining a viable presence at all of its existing
health care facilities and enlargement of the VA health care
through the GI Bill of Health.

Until all of America’s veterans and their dependents can enroll
in VA through various health plans and funding mechanisms, then
it is premature to discuss the closure of VA facilities, which seems
to be the intent of the recent VHA draft directive on CARES. Ac-
cording to the directive, “A CARES initiative is a capital disposal,
acquisition, or realignment resulting from a facility closure or a sig-
nificant mission change.” It seems that CARES is becoming a
means to solving VA’s problems through obliteration rather than as
a tool for enhancement.

The American Legion realizes there are some serious problems in
the delivery of VA health care, as noted in our recently released
VALUE 2000 report, which is available today. During site visits
the American Legion has noted clinic appointment delays well be-
yond the VA benchmark of 30 days. In some networks those wait-
ing times are upward of 200 days for an appointment. However,
the American Legion cannot help but also observe that some build-
ings could be used for patient care so veterans might not be wait-
ing as long to schedule clinic appointments, nor would they be
waiting for an hour or more to see a provider or be sent several
hours away to another facility.

Today in America many of the hospitals that we have come to
know as the bastions of health care have been operating in their
communities for decades. Thomas Jefferson Hospital has operated
in Philadelphia since 1824. New York Hospital, originally estab-
lished in 1771, has been housed in its current building since 1929.
Bellevue Hospital has been at its location since the 1790s. The
world-renowned Mayo Clinic has been in its original building in St.
Mary’s Hospital since 1889. Obviously the physical structures of
these hospitals and many others around the country have needed
upkeep and remodeling over the years, which is expensive, and yet
no one has labeled them unneeded or has proposed closing them.
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At a time when VA is taking many of the lessons learned in the
private sector and applying those management principles to VA, it
would seem prudent to also apply the infrastructure maintenance
efforts employed in the private and not-for-profit sector.

Much of the unused VA space is newly constructed areas housed
inside existing hospitals. In Chicago, the Lakeside facility has a
newly constructed ICU, but only enough activating dollars for three
of the seven beds. Five state-of-the-art ICU rooms sit empty. Does
that mean that an aging veterans’ population does not require such
care? No. It is an indication that the VA system does not have
enough money to care for the veterans in the most appropriate set-
ting as possible. It means veterans at Lakeside go to Northwest at
Medicare rates. In Maine, it means veterans ride for 4 hours to
Boston with post-op sepsis because Togus can't afford to do the sur-
gery there while space at Togus remains empty. In VISNs 8 and
18, it means, there is no long-term mental health.

At this point in time the American Legion does not believe that
all that can be done for VA has been done. The American Legion
developed the GI Bill of Health, which would bring more paying
customers—veterans and their families—into VA health care
through private insurance programs, TriCare, Medicare sub-
vention, and a premium-based plan. These additional patient popu-
lations would expand the scope of VA care, making it more stable
and better equipped to provide more care to more veterans. By in-
cluding DOD, Medicare, Medicaid beneficiaries—and those re-
sources in the VA health care system, then VA would be able to
enhance other programs like its homeless program or compensated
work therapy.

The available space at many VA facilities could be used to house,
train, and treat homeless veterans, expand access to women veter-
ans, especially if more wives were using VA, and provide the geri-
atric services that were just expanded.

The American Legion believes it would be infelicitous to do any-
thing else before enacting the key components of the GI Bill of
Health, and certainly it is premature to be considering the disposal
of VA property.

The American Legion supports a priority ranking process for
VHA construction projects. As we have testified on numerous occa-
sions, just because no new or replacement medical centers are re-
quired, many major projects are still necessary. The American Le-
gion believes Congress should fund at a minimum the major con-
struction projects recommended in our FY 2001 budget testimony
at $200 million level.

There is also a need for many minor construction initiatives. The
American Legion does not believe that minor construction funding
levels should be reduced at a time when VHA is still making the
transition to primary care.

Overall, the health care industry in America is constantly chang-
ing, and new technologies and therapies enter the medical market-
place, and VA is part of that flux. It does make sense then for VA
to be evaluating its capital assets, needs for technology, and en-
hancement of resources. Conversely, it does not make sense for VA
to be closing facilities when so much more can be accomplished by
expanding access to veterans and families through Medicare sub-
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vention, DOD and TriCare sharing and other revenue-generating
plans. Once a facility is closed and property disposed, the revenue
generated is a one-time deal that cannot be undone. The American
Legion sees closing VA facilities as an erosion of VA health care
and the eradication of specialized care for this nation’s disabled
veterans.

Mr. Chairman, that concludes this statement.

[The prepared statement of Ms. Garrick appears on p. 99.]

Mr. STEARNS. Thank you. The fact that you are the fourth panel
does not mean that you are the last. I mean, we in Congress and
the Members of Congress take your views as extremely important
in our decision process. And ultimately, your organizations have to
be on board before we go forward.

Ms. Garrick, you heard the examples earlier—the success in Col-
orado and Baltimore. Do you think, in light of what GAO said, and
in light of those two successes in Fort Lyon and Fort Howard de-
scribed earlier, doesn’t that make you realize that possibly we can
go ahead and be successful in moving dollars that are being used
inappropriately to better serve veterans in that VISN area?

Ms. GARRICK. I think when the American Legion National Execu-
tive Committee passed its resolution to oppose closings of VA hos-
pitals, they were looking at that there’s a bigger picture here that
we’re not paying attention to. We've been given an agenda that
doesn’t necessarily take into consideration that we could be looking
at expanding VA by bringing in other dollars as opposed to being
forced to close VA and using those dollars to reinvest it elsewhere.

Yes, the Legion has participated at the local level in both of
those projects. And given—if those are our given boundaries, just
like in geometry, if those are the givens that we're operating on,
then those were the parameters that we had to work with and we
did. But I think what the American Legion overall is seeing is that
our parameters, our givens, are not necessarily the best boundaries
to be working off of, and that we could be———

Mr. STEARNS. But the question is specifically to those two loca-
tions where they’ve been successful.

Ms. GARRICK. Mm-hmm.

Mr. STEARNS. Do you agree that they were successful?

Ms. GARRICK. Yes.

Mr. STEARNS. Okay. And knowing that they were successful and
that dollars could be better used, don’t you think that could be
done in other parts of the country?

Ms. GARRICK. I think that if—again, it’s a matter of defining
those parameters.

Mr. STEARNS. Well, let’s take Chicago. Do you think we could do
a better job in Chicago to take the dollars that are being used there
to better serve veterans?

Ms. GARRICK. When we’ve found—we’ve actually done some focus
groups in Chicago, and there was an extremely strong opinion from
the veterans’ community not to close the hospitals in Chicago. They
felt they needed those hospitals. They felt that because of the de-
mographics of Chicago, because of the travel, that those hospitals
needed to be protected. And again, the example of an ICU, where
you've got seven beds that were newly constructed beds but not
enough activating dollars to open all of those beds, tells me that
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the problem is not in veterans who need that care; it’s in the
amount of revenue that the VA can generate.

If we've got patients——

Mr. STEARNS. What do you mean, the revenue that the VA can
generate?

Ms. GARRICK. Well, the American Legion through its GI Bill of
Health has supported Medicare subvention, more TriCare sharing,
bringing in the dependents, creating a premium-based plan. There
are other things that yet could be done that have not been done
before we go down this road of closing hospitals.

Mr. STEARNS. Not to put you on the spot, but we have here that
when you testified last May in support of the Veterans’ Millennium
Health Care Act, the Legion said it could support hospital closures
if the reasons were compelling and not just tied to underutilization.

Ms. GARRICK. Mm-hmm.

Mr. STEARNS. What I hear you saying today is the Legion does
not believe, quote, “there is one VA hospital that is not needed in
some capacity.” So, I mean, that’s what I'm trying to come to grips
with. We have the GAO audit. We've heard successfully in Colorado
and Baltimore, Maryland, the closure, and we have your statement
in May. And so we're trying to get everybody on board, and we
don’t want to go out without, of course, the American Legion. So,
you know, is there apparent change here?

Ms. GARRICK. No, I don’t think——

Mr. STEARNS. When you read those statements again?

Ms. GARRICK. I think, again, the systematic closing of hospitals
is different from what we testified to in May, which referred more
to like when they’re—in California when they closed the hospital
because of seismic damage. I mean, I think that is a big difference.

Mr. STEARNS. We're not talking about systematic closures. You
say there isn't one VA hospital that is not needed in some capacity,
you do not believe.

Ms. GARRICK. Right.

Mr. STEARNS. And yet in May you said you support hospital clo-
sures if the reasons were compelling.

Ms. GARRICK. And again, I think the example was the—is in
California where the—we supported that the building was not safe,
and therefore they closed it, and I think they’ve rebuilt an ambula-
tory clinic.

Mr. STEARNS. Well, we didn’t replace it with a new hospital.

Ms. GARRICK. No. And I think, again, it's not so—we want to
maintain the facility, not necessarily just hospitals, but that there
needs to be—that VA presence must continue.

Mr. STEARNS. Well, I think we all agree that we're going to take
the dollars and use them to continue the VA presence, but at a su-
perior delivery system, modernized. I mean, all those buildings that
you mention in your testimony that are older and aging, wouldn’t
you ag)ree that those should be upgraded and improved if nec-
essary’

Ms. GARRICK. Of course. And I would, having not done site visits
to all of them, would assume that they have been upgraded and
that they have been retrofitted to meet a more modern care deliv-
ery system.
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Mr. STEARNS. Okay. Mr. Mansfield, let’s see here. You cite the
importance of stakeholder participation in VA’s planning. Do you
think medical school or employee concerns are entitled to the same
weight as those of veterans’ representatives?

Mr. MANSFIELD. No I don't.

Mr. STEARNS. Okay. Okay.

Mr. MANSFIELD. I think you have to go back and look at the rea-
son we have a Veterans Administration and a Veterans Health Ad-
ministration. It’s for veterans. The reason for the existence of the
system is the veteran patient. In fact, 'm going to start changing
the PVA policy and no longer use the word “stakeholder.” I'm going
to use “veteran patient” when we come down here to make sure
that the difference is delineated.

Mr. STEARNS. Okay. Let’s see, Mr. Cullinan, the recommendation
that VA develop and use objective, measurable criteria seems to
offer a more open and reliable process. And you've heard us when
Dr. Murphy was here earlier. What’s your opinion on that?

Mr. CULLINAN. And actually having been here for this hearing,
I and we as an organization are all the more convinced that that
is the case, given the complexity of the process, given the politically
charged nature of the process, given the inherent difficulty in re-
solving the differences of opinion between the various stakeholders
as it were, it's all the more important that there be objective cri-
teria, and that those objective criteria should be weighted in a cer-
tain direction. They should be weighted in the direction of serving
veterans. They should be weighted in the direction of meeting local
need. They should be weighted in the direction of meeting, as Mr.
Mansfield just mentioned, the fundamental purpose of a Depart-
ment of Veterans Affairs and a Veterans Health Administration—
providing care to veterans in need.

Mr. STEARNS. I think this is probably my last year as chairman
of this committee, but one of the things that I was really struggling
with was try to get a consensus. Because when you lock at the
GAO report and you realize there are 4,700 VA buildings out there,
and only 1,200 of those are being used to deliver care, and then you
ask, well, what are these other 3,500 buildings being used for? And
is it possible we could take those buildings and the overhead we're
putting there to put it into either improving existing health care
by some of the hospitals that you've mentioned, Ms. Garrick, or
even new construction?

But, I mean, it’s just so difficult because of the politics of it. But
there’s got to be a way for you folks to get the message out and
not be scared of the politics that we have 3,500 buildings which are
not used to deliver care that perhaps within that group of buildings
we can do something to improve care. And I mean, it seems pretty
apparent. Yet here we are, and we've had two successful examples
in Colorado and Maryland, but we have not had a successful oper-
ation in Chicago. And so I think as an elected official, and I think
my colleagues share this view, we can’t help you if you won’t help
us. And I'm just saying, Ms. Garrick, given the testimony you had
in May and the testimony you have today, we need all the organi-
zations to come together and help us on this area and take the
courage and the political capital to do it.
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Now we want to make sure we don’t shut any veterans’ hospital
down so that people are denied care, and that’s self-apparent. But
how we go about it is very difficult. We've had GAO’s analysis.
We've got confirmation of how to do it. And if we can get Dr. Mur-
phy to come back with sound, measurable criteria and then you
folks agree with it, what do we do? Because, let’s face it, if you
have this huge budget and you continue to add more money with-
out restructuring it, you're not doing veterans any good, you know
what I mean? We can throw more money and more money and you
can come up here, you can ask for more and more money, but if
I could tell you that I could operate and provide better service with
just a little bit more money if you give me some latitude here to
work, I think I could provide a better system.

And frankly, somewhere down the line, the VA system has to be
modernized and has to be a delivery system that’s par excellent.
And, you know, we need your help.

Mr. MANSFIELD. Mr. Chairman?

Mr. STEARNS. Yes?

Mr. MANSFIELD. We need your help. I think the veterans’ com-
munity has generally come up here and said that we want to work
with you and we want to be responsible, reasonable people. In the
“Independent Budget,” we put down the reasons that we’re asking
for increased funding. And in most cases, we find that those rea-
sons were the same reasons the VA went to OMB and asked for
more money than the “Independent Budget” maybe even asked for.

So we're trying to be reasonable citizens. Going back to Chicago,
I would make the point that when I say we need your help, if we're
going to do this and we’re going to draw a line and say we all have
to step up to it, then we need the elected officials to step up to it,
too. As I recollect what happened in Chicago, there was a lot of
concern because the elected officials got involved in it.

Mr. STEARNS. That’s a good point. Yeah. It's a good point. You
know, your “Independent Budget” that I guess is a compilation
from the VFW, the DAV, the PVA and the American Vets, and you
came up with a larger construction budget than the president rec-
ommended.

Now I would say that we could probably fund your budget if we
went back and looked at these 3,500 buildings one by one and
found out they’re not being used to deliver care and find out what
they're doing. And we’d probably have the money to do it. And so,
based on this hearing, I am hopeful that we can come out of this
with criteria that everyone will agree with, and that we can get the
elected officials to invest, as you point out, the political capital to
accept it. And that’s what they’re paid to do, too.

In closing, let me say that my opening statement and my other
comments reflected my concern and my frustration with the lack
of progress on facility realignment, and the lack of leadership—per-
haps in Congress as well—given to facility realignment in VHA
headquarters.

Certainly the subject of facility realignment raises sensitive and
difficult questions. And I know that including a provision in my
millennium health care bill on facility realignment prompted con-
cern from a lot of members. And so, you know, eventually that pro-
vision was taken out of the millennium health care bill.
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But we have a responsibility of operating health care systems for
veterans, and VA managers cannot be permitted to deal with those
difficulties by completely passing the buck to government contrac-
tors. We've witnessed a costly case study in the last year in Chi-
cago of the dismal failure of that approach.

It remains unclear, however, with so much at stake, why it takes
a congressional hearing to bring focus and acknowledgement at VA
that subjective decision-making is unacceptable and a rigorous,
credible approach is needed. Why, in a department that claims to
operate as “one VA,” has the VA’s clinical leadership failed to work
with the VA finance office to develop tools to make businesslike de-
cisions? Clearly, there are many questions about what has gone
wrong. But the point is, to get this process straightened out and
working in the best interest of veterans.

I appreciate this afternoon Dr. Murphy’s commitment to address
GAQ’s recommendation and to provide us a report in 30 days, and
I ask the GAO to continue to monitor VA’s progress and again re-
mind VA that we expect to hear back with a report in 30 days.

And I thank you for waiting all this long time, and I appreciate
your testimony.

The Health Subcommittee is adjourned.

[Whereupon, at 12:43 p.m., the subcommittee was adjourned.]
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DEPARTMENT OF VETERANS AFFAIRS
Washington DC 20420

The Honorable Cliff Steams
Chairman

Subcommittee on Health
Committee on Veterans' Affairs
U. S. House of Representatives
Washington, D.C. 20515

Dear Mr. Chairman:

The enclosed evaluation criteria document is provided as an intenm response to
your reguest during the April 5, 2000 hearing on VA Health Care Capital Asset Planning
for VHA to develop objective, measurable criteria for evaluating Capital Asset
Realignment for Enhanced Services (CARES) proposals The critena has been
developed for the evaluation of CARES options during the studies VHA will initiate later
this year The criteria development process has been complex, and additional
enhancements are still needed. Specffically, it is imperative that the clinical target
thresholds be developed and coordinated with the national data task group. Scheduling
a meeting with a representative group of VA healthcare providers to accomplish that
has taken more time than anticipated due to schedule conflicts, but the meeting will take
place on June 7-8, 2000.

Once the criteria development is completed, the full spectrum of criteria and sub-
criteria will be weighted and scored. These additional completion items will require
another two weeks. The final VHA criteria will be provided to you on June 23rd. We
plan to test the critena model prior to applying it to the upcoming CARES studies.

VHA is committed to implementation of this capital realignment initiative. We
have worked closely with the Department, GAO, VSOs, and the Subcommittee staff to
enhance the CARES process in order to ensure the best decision-making process.
Questions regarding this interim report may be directed to Mr Wilham W. Graham on
202.273 5873.

Sincerely,

Gw\m\*%:%’%

Frances M. Murphy, M.D., M.P
Acting Deputy Under Secretary for Health

Enclosure
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Statement of Representative Luis Gutierrez
House Committee on Veteransa' Affairs
Subcommittee on Health
Hearing on VA Capital ARsset Planning
April 5, 2000

Thank you, Mr. Chairman. I thank the witness for joining
us here today. I am pleased that the Veterans' Affairs
Subcommittee on Health has convened this hearing to
revisit the subject of the management of health care
assets within the Department of Veterans Affairs.

As we know, last year our subcommittee held a hearing on
this topic. We learned that the Veterans Health
Administration could enhance veterans’ health care
benefits if it reduced the level of resources spent on
underutilized or obsolete VA buildings and reinvested the
savings in more modern facilities. I strongly believe
that VA must carefully evaluate and scrutinize any
proposal to shut down facilities before taking any
action. Any consolidation proposals must include long-
term plans for VA health care to ensure that buildings
that are closed or demolished are replaced Otherwise,
we will begin to see an irreversible trend of downsizing
of the VA and a total shift of care to outpatient
clinics.

In my home town of Chicago, the VA contracted for a
study, at a cost of about one million dollars, to
determine a feasible plan to improve and consolidate the
delivery of health care for Chicago and suburban
veterans. By adopting such a plan, the VA hoped to save
money and make medical care more accessible and
efficient. Unfortunately, the steering committee’s
recommended realignment plan was flawed. Their
recommendation would separate acute inpatient medicine,
surgery and neurology from chronic programs such as
psychiatry and spinal cord injury and would transfer
these services from four hospitals to one, located right
in downtown Chicago. The study failed to consider
accessibility to the wain hospital for veterans,
particularly the elderly and disabled. The study also
failed to include a serious analysis of the impact of
clinical restructuring on scientific research and medical
training and education. Needless to say, it was opposed
by practically every member of the Illinois Congressional
delegation, both of our Senators and thousands of
veterans, doctors, nurses and other VA stakeholders.
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Mr. Chairman, the veterans population is aging and
increasing. We must make sure we can accommodate this
growing population in the future. Any realignment
decisions being considered or adopted must make certain
that the core missions of the VA health care system,
including specialized services such as blind
rehabilitation and spinal cord injury care, are protected
and enhanced. Additionally, any realignment plans must
put the interests of veterans above all else and any such
plan must not be done just for the sake of saving money.

Finally, despite last year’s $1.7 billion increase in the
VA budget, many veterans must still wait wmonths for
medical visits, services are being eliminated at many of
our nation’s veterans hospitals and the number of
doctors, nurses and medical staff at our VA hospitals are
being reduced. This is unacceptable. I encourage my
colleagues to support an increase of the Fiscal Year 2001

VA budget that matches last year’s increase at the very
least. Thank you.
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Stat of Congr Chris Smith (NJ-04)
"Assuring State-of-the-Art Medicine for Veterans Without Compronuse”
April 5, 2000

It is my pleasure to be here this mormng to contribute to the dialogue on a vital 1ssue
facing veterans and the Department of Veterans' Affairs how to ensure that the medical needs of
former service men and women are comprehensively met while modernizing the VA health care
system The issue raised by the VA’s Capital Asset Realignment for Enhanced Services
(CARES) process is of major significance because it involves both the financing and distribution
of care critical to veterans

There has been considerable discussion of what 1s meant by "realigning" or
“restructuring" VA’s delivery of health care as part of CARES, and what is the most equitable
way of doing this I am open to the VA’s providing care through different and innovative ways.
As with medicine in general, for example, there is a major shift underway in the Veterans Health
Admunistration (VHA) from providing care in hospitals to providing it in outpatient clinics or in
the patient’s home. As a result of this change, state-of-the-art health care services are now being
performed in more efficient settings, often on a same-day basis And while there are a number of
different, and somenmes conflicting opinions about how to restructure VHA's assets in light of
this change 1n medical practice, the bottom line is that restructuring must not in any way
incorporate any cul or decrease in the quality of services available to veterans 1t s only fair
that health care services provided to the men and women who have served our country so loyally
be enhanced and n no way jeopardized

As we embark on re-evaluating how to distnibute the VHA’s resources in the most fair
and efficient manner possible, it must be made clear that any savings that result from
restructuring should be kept locally By making sure that savings are re-invested in the same
Veterans Service Integrated Network (VISN) where they originated — or, at the very least, in the
same state — we can guarantee the excellence of continuing patient care for veterans

In addition, 1 firmly believe that a re-evaluation of health care delivery within the VA
must be done on the basis of need - not on the basis of cost If it 1s based solely on cost, then
financial expediency - and not the best interests of veterans — will prevail

T know that in the case of the Veterans Clinic 1n Brick, New Jersey, which s in my
district, the attempt to apply a cost-based evaluation to heaith care delivery was nearly disastrous
The VA sought to reduce specialty services at the Brick Clinic in an effort to reduce costs, but
this contradicted the Department’s own strategy of providing care in multiple outpatient settings
It made no sense to eliminate specialty services at the Brick Clinic, since veterans would have
had to travel unacceptably large distances to get the care they needed Thankfully, the speciality
services at the Brick Clinic were not terminated

This example illustrates the need for incorporating the views of veterans service
organizations (VSOs) into the CARES process Since the VSOs work with veterans and know
their needs, it 1s only common sense that we consider their comments on any proposal to alter the
dehvery of health care within the VA The VSOs should have the opportunity to provide
extensive input at every step of the re-evaluation process. With that in mind, 1 look forward to
heaning the testimony of representatives from the American Legion and Veterans of Foreign
Wars (VFW) this morning

I believe that every attempt must be made to meet the medical needs of veterans In the
future this will require adapting to state-of-the-art medicine, which 1s now moving in the
direction of outpatient diagnosis and care
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PREPARED STATEMENT OF HON. HELEN CHENOWETH-HAGE

Chairman Stearns, I would like to thank you for holding today’s hearing. I appre-
ciate Chairman Stearns’ strong commitment to removini waste in the VA
healthcare system, and would like him to know that I support his efforts.

I am dismayed the Clinton/Gore Administration continues to mismanage re-
sources intended to improve the health care of our veterans. As you recall, Mr.
Chairman, the General Accounting Office (GAO) reported in a March 10, 1999 Sub-
committee on Health hearing that the Department of Veterans Affairs (VA) spends
one of every four dollars operating facilities and not on providing actual health care.
In fact, the report projected that the VA will spend billions over the next 5 years
in operating hundreds of unneeded buildings.

Despite this shocking report, thirteen months have passed and the VA still has
not implemented changes. According to the GAO, the VA “has been unsuccessful
over the past 13 months” in realigning the system.

Mr. Chairman, exactly how much has the Clinton/Gore Administration stolen
from our veterans’ to fund the bureaucratic jungle? At $1 million per day multiplied
by 13 months, this Administration has cost our veterans’ $461 million in wasted
health care. And even worse, this Administration wants to take $350 million from
the Veterans’ Millennium Health Care Act and return it to the U.S. Treasury to
spend on bigger government. In other words, Mr. Chairman, this Administration
wants to undo the $1.7 billion in veterans’ health care that Congress passed last
year.

I appreciate Chairman Stearns’ leadership in making the VA, and ultimately the
Clinton/Gore Administration, more accountable to our veterans. This Administration
must know they cannot continue to ignore their needs.

Thank you for Chairman Stearns for giving me this opportunity.
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STATEMENT OF LANE EVANS
RANKING DEMOCRATIC MEMBER
HOUSE COMMITTEE ON VETERANS AFFAIRS
AT SUBCOMMITTEE ON HEALTH
HEARING ON VA CAPITAL ASSET PLANNING

Thank you Mr. Chairman and Ranking Member Gutierrez. I am pleased you
have convened this hearing. There is surely no issue that will challenge the
Department of Veterans Affairs (VA) Medical Care system more in the future than
making the best use of its resources to meet veterans’ health care needs. Last year,
at about this time, the General Accounting Office (GAO) testified that the Veterans
Health Administration “wastes” a million dollars a day in maintaining unused and
underused assets. While that GAO study has certainly helped policymakers
understand the formidable task faced in making VA'’s assets more productive, we
should recognize this particular and oft-stated finding as, at Jeast, an
oversimplification. If we could create significant savings by razing some unused
buildings, we wouldn’t need to have this hearing.

Instead, we are here again today because we recognize the difficulty of
planning for the best infrastructure to meet veterans’ health care needs. We must
ensure that VA is making the best investments today to meet veterans’ needs
tomorrow. Unfortunately, often these decisions are made with limited information.
To bring a little more clarity to the situation, let’s lay out the facts (much of it from
the GAO study):

+ We have an aging infrastructure. Sixty percent of VA’s 4700 buildings are
more than 25 years old. At this age, construction projects are necessary to
maintain the safety and usefulness of buildings now fulfilling purposes for
which they were never intended.

+ We have lots of buildings (>75%) that are not being used to provide health
care; about 30% of the buildings are used for purposes other than health care,
health care support, or administration.

¢ Within VA’s health care facilities, there is currently much unused inpatient
capacity—about 62% of medicine, 56% of mental health and 17% of long term
care beds are unused.

4+ We have an evolving health care environment. We all know about the shift
from inpatient care to ambulatory care, but more care is also taking place in
people’s homes.
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¢ We have a growing population of veteran users who are older and sicker than
the general population. As a population, veterans who use VA are more likely
to be poor, more likely to be homeless and less likely to have intact social
networks which might facilitate effective home care and chronic disease
management.

¢ VA’s populations are not necessarily where VA’s health facilities are—there
are several large cities (such as Sacramento and Jacksonville) that lack VA
medical centers. Conversely, there are some locations that have multiple VA
medical centers.

+ There is an increasing tendency to contract for services for veterans. VA is
outsourcing much of its primary care capacity. Primary care takes place in 388
community-based outpatient clinics about half of which are not operated by
VA.

+ VA is beginning to outplace its inpatient capacity; VA now refers inpatient
care to community hospitals in Northern California and Nebraska. We will
hear Mr. Weldon speak to another pilot project that has just been completed in
East Central Florida. )

¢ VA is outsourcing more of its long-term care to community nursing homes
(for more limited amounts of time) and to State Homes—many of which are at
or near capacity, and in need of significant renovation as well. It is using its
own nursing homes for more restorative, rehabilitative, and palliative care,
rather than the traditional custodial care it once offered. VA will also refer
much of its non-institutional long-care to external providers.

¢ Some VA programs are truly unique and cannot be found in the private-sector.
VA has identified these programs, which it refers to as its “special emphasis
programs”. Because these programs are unique, maintaining their capacity and
the online services to support them must be a paramount consideration in any
restructuring scheme.

Here’s what we don’t know:

4 No one has done a meaningful needs assessment to determine how many high-
priority (Category A) veterans would use VA medical centers if they were more
accessible. We also don’t have a clear idea of how many veterans need services
such as non-institutional long-term care, nursing home care, and long-term
mental health care services. We do have a pretty good fix on the amount of
care that current users have consumed in the past, which is quite a bit.

However, only about 10-15% of high-priority veterans use VA medical centers,
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and each opening of a Community Based Outpatient Clinic indicates that high
priority veterans’ demand is not satisfied.

¢ There has not been a thorough analysis of what services and programs veterans
need from VA and how well VA is meeting these needs—particularly for long-
term care services and mental health. The last survey of VA Medical System
Users is now 10 years old, but even at that time—and veterans have aged
since—1/3 of all veterans required help with at least one basic life activity or
independent living activity. This sort of assistance is strongly associated with
the need for some type of formalized care delivery, particularly if veterans lack
informal support.

¢ Are the displaced seriously chronically mentally ill veterans the system once
admitted to psychiatric long-term care beds still receiving care from VA and is
VA meeting their needs as well as custodial long-term care was?

¢ Differences in veterans’ use of and needs for health care compared to the use
and need for health care in the general “mainstream” population—are some
managed care principles really effective ways to deliver care to a population
that is aging and has lots of chronic disabilities?

¢ There is no clear inventory of community resources that are on hand to meet
needs VA cannot fulfill.

¢ What is the critical mass of veterans who must use certain VA services in order
to ensure high quality? If VA programs are operating without this mass; can
VA “share” services with other partners—the military, academic affiliates, or
others—who may need them?

‘We may not have all of the information we need to answer these questions, but
we should obtain as much data as reasonably possible to make these decisions. A
thorough national needs assessment will give us better information to address the
important planning processes VA will undertake in the near future. Based on this
information, VA’s Headquarters must decide what portion of the need of veterans
for each service it will meet. Primary care, acute inpatient care, mental health care,
special emphasis programs, including women’s health care, mental health care,
nursing home care and other long-term care services should all be assessed. VA’s
current capacity to treat veterans and its expectations about future funding should
certainly play into the decisions that are made. Given these parameters developed
by HQ and better information about the needs of the population, Networks can
then make much more informed decisions about infrastructure needs now and in
the future. But Networks must make these decisions based on the populations VA
serves (or should serve) and not the facilities it currently has in place. VA’s
growth strategies might be better coordinated to ensure that VA retains funds to
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maintain a high-quality and accessible full continuum of services. VA could make
more knowledgeable investment decisions about physical plant, contracting, and
other health care delivery issues as a result. I strongly reject the proposition that
these types of decisions must be made by a BRAC-like Commission. Just like VA
consultants, individuals who do not understand VA facilities or veterans’ needs
should not be making these difficult decisions.

VA has made good use of certain performance measures to create consistency
in health care delivery around the system. Setting reasonable market share targets
for various services could accomplish the same goals of consistency by making it
clear to network directors how many veterans they are responsible for
accommodating. Market share goals should be developed under the advisement of
stakeholders and advisory groups such as the Federal Advisory Group on Long-
term Care, the Women Veterans Advisory Group, the Advisory Group on
Prosthetics and Special Disabilities, and the Advisory Group on Seriously Mentally
Il Veterans. These groups will bring special focus to special emphasis programs,
for which there may not be reasonable or comparable alternatives in the private
sector.

VA’s performance of a national needs assessment could help VA identify the
gaps in its programs so it could better assess the resources that are needed to fill
them before labeling them as “excess”. It would also indicate if VA had enough
resources to provide all the care required.

We all know that VA cannot be all things to all people, but it should at least
recognize what it can and cannot do and budget and plan accordingly. I am
concerned that VA’s CARES Initiative is not looking at veterans’ need in a formal
way. Instead, it leaves to its consultants fundamental decisions about how much
demand should be met, how the system will use beds, and whether VA’s patients
should be treated in VA programs or outside of VA. These are decisions that must
be made by the policymakers that know VA best—VA’s leadership.

Without stronger guidance from VA, we will surely encounter more confusion
in the future. From the perspective of this “stakeholder”, we have certainly had
flawed data assumptions in the strategic plans I have reviewed thus far. Often
assumptions are based on “leaps of faith”, and, thus, are indefensible. This was a
significant underlying problem in the VISN 12 Study Options. VA built its models
for determining how many beds it needed by reducing bed utilization to a standard
that few providers have ever met. It assumed less use of special emphasis services
and long-term care without understanding how much of the need VA currently
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meets or, even suggesting how much should be met. These assumptions led to a
model most agree had significant flaws—too few beds and not enough space to
carry out mission-critical goals, such as medical education and research. I have
similar concerns about the plan I recently reviewed for Ft. Lyon in VISN 19. The
plan accommodates the veterans now being served in Ft. Lyon, but does not look at
future expectations of demand for long-term care and how VA might help to
satisfy this demand. At this point, 1t appears the Ft. Lyon VA facility is likely to
be turned over to the State, but I kmow of no alternative plan for filling the gap the
closure of Ft. Lyon will leave in addressing the network’s long-term care needs.

Given the physical plant all network strategic plans must realistically
accommodate, each network must decide how each of its facilities and the
buildings within them contribute to market share goals. If the physical plant is not
adequate to meet these goals there are options to either realign resources, construct,
contract for the care, or some combination of these. Similarly, it can look for ways
to consolidate or use enhanced sharing to address underutilized resources.

VA must understand what holes exist in its safety net BEFORE it undertakes its
CARES initiatives, Enhanced Use, and Enhanced Sharing programs. Should it
lease two floors of its acute care facility to an outside provider, when it is not
meeting its veterans’ needs for long-term care and mental health services? VA will
indicate that Reno VA Medical Center is doing just that. Should it continue to
generate new demand by launching additional Community Based Outpatient
Clinics when demand for long-term care and mental health care may be going
unmet? These are important questions we could better address given some serious
consideration about the veterans we are attempting to serve and those we will
attempt to serve in the future. Creating market share goals for many of its services
will create uniform access across the system and give network directors better
guidance about services it must offer. Their ability to meet these service goals can
then be evaluated accordingly and it will bring more consistency and uniformity to
programming—particularly for programs that are sensitive to shifts in funding—
across the VA system. This will bring some logic and rationale to the difficult and
important planning process VA is about to undertake.

Thank you, Mr. Chairman. This concludes my statement.
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TALKING POINTS
Congressman Ciro D. Rodriguez
VA Health Subcommittee Budget

April 5, 2000

Mr Chairman,

I commend the Committee for following up on last
year’s hearing by holding this today. I have additional
remarks which I would like to be made part of the
record.

As we continue the fight for strong VA budget, we
must ensure that the Construction budget is being
spent wisely. Unfortunately, I am not so sure this is
happening.

When you mention VA facilities in South Texas,
the first thing that comes to people’s mind is travel
distances. While CBOCs have made some impact on
delivery, much needs to be done.

Laredo and McAllen are not even in my district, but
their population justifies a hospital down there.

Try explaining to veterans down there why the VA is
spending $1 million per day on unused facilities and
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then you will see why we need to do something now.

One specific area where I see the need for efficiency
is the veterans homes construction program. While
Texas is a new-comer to this area, we will be working
hard at attracting future dollars under the new
regulations. We must be sure that the money is going
to areas that genuinely need it.

I recognize that most of the VHA budget is for staff,
but the overhead for facilities is around 25%. While
costs continue to rise, service has gone down.

I have included in my statement an assessment by AW
Hec, Inc in Texas on one way to reduce costs and
improve service by utilizing new technology. I
believe we must look at these another imaginative
solutions to bring service to an acceptable level.

I look forward to working with the Committee in
coming up with new ways to maximize our health care
dollars.
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Information Provided by A.W. Hec, Inc.

The Symptoms of the Problem

2

Congressional Investigators,

- Found that the V A. is wasting $1,000,000 per day on unneeded facilities

- Concluded that the V A.'s proposals to fix their problems are unlikely to work
- Were critical of the V A.'s effortrs to form local i 1o solve probl

The General Accounting Office found that

- The V A. could rely heavily on those special interest — called stake holders — "who may have vested
interests in maintaining the status quo "

- 25% of the V A ‘s budget 1s for buildings, management, and maintenance

- Other problems cited

The Under Secretary for Veterans Affairs for Health found that.

- 66.6% of the budget is for STAFF only

- They need 300 new clinics.

- They need a major reorganization 1n the structure of health care

The Analysis of the Root Cause of the Problem

?
9

?

50% to 60% of health care costs are non-medical
Past attempts to curb health care costs have failed Moreover, quality has fallen off

The only way to lower costs and to increase care is to reduce the non-medical expenditures.

The Conclusion

?

In order to reduce non-medical costs, there has to be a change in the system of non-medical services.
The country thus faces a stark question. Are we willing to make a change i order to lower the cost of
medical services to veterans and, at the same time, increase the capacity for medical services to the
veterans?

History as a Guide:

In most cases of major management failure, the current management does not have the ability to solve its

own problems and operate efficiently

"This causes management to resort to temporary quick fixes to address the more pressing
problems and to bolster near term performance. In place executives have no expenence in
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tnnsfomungl i (just P! and chang dj ). They only understand the

hniques of ing a b Thcyaddumemﬂc!ungesoradnmmmt
innovation. " Ducuplme of Market Leaders

Thus is exactly the case with the health care system, both within and ide the V.A. E; ives who the
busmuuremlhngmcrunanﬂchmgeumdldjusunamwhmdwyshaﬂdbewodangwwdamqor
overhaul This short-term fix-it strategy is expensive and only adds to the complexity of an already under-
performing operation — exactly the symptoms found by Congress and the Executive branch.

The Solution

? Implement the Octopus system

What 13 the Octopus system?

Octopus is the invention of a ughly efficient medical clinic. pus directly add both cost and
supply — theundedymgmlrkztforeeomndnveup hulthmum The Octopus system is an automatic
mansagement system that includ | and h to enhance substantially the

ductivity of medical f without incurring the hlgh cost of conventional non-medical expenses. By the
nuure of its highly efficiem design, Octopus addresses cost and supply by delivering more health care per
patients per

? Square foot

7 Medical practitioner

? Administrative person

Here 13 the bottom line

105 Octopus Clinics Current V A. System
Number of Employees. 2520 189,000
Patients Treated Per Day 21,000 21,000
Number of Patients 2,948,077 2,948,077
Patient-visits per Year 7,655,000 7,655,000
Yearly Physical Exams 2,406,080 —_—
Class Openings per Year 7,519,000 —
Veteran Access Opportunities 17,444,080
Budget (est.) $420,000,000 $17,000,000,000

Octopus can deliver The U S Patent Office found the Octopus system to be both novel and workable. Octopus
clinics are the solution to the problem
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STATEMENT OF THE HONORABLE ROSA L. DeLAURO
HOUSE VETERANS AFFAIRS HEALTH SUBCOMMITTEE
CAPITAL ASSET PLANNING HEARING
WEDNESDAY, APRIL 5, 2000

I would like to thank Chairman CLiff Stearns and Ranking Member Luis Gutierrez for the
opportunity to testify in support of a critical veterans” hospital construction project in West Haven,
Connecticut. As the daughter of a veteran, I also want to thank the subcommittee for holding this
hearing on the capital investments needed to address the important health pnonties of the men and
women who have so bravely served our nation.

Our nation owes our veterans a tremendous debt. These courageous men and women set their
own lives aside and came to the defense of their country, whether in World War I, World War 11,
Korea, Vietnam, or the Gulf War. It was their dedication that ensured the freedom and opportunity
that are the cornerstones of our society. In times of peace, we must not take tus freedom and
opportunity for granted — that would be a grave mistake

The V A health services system is one of the most significant means we have of paying back
the enormous debt we owe our veterans. VA hospitals have helped these men and women come to
terms with and tnumph over the painful physical and mental scars of war All of our veterans must
be guaranteed quality health care.

T urge your support for $13.8 million to substantially upgrade and rehabilitate three in-patient
nursing wards at the West Haven Campus of the VA Connecticut Healthcare System, and the
consolidation of associated support services. The existing wards fail to meet current space and air
quality criteria for intermediate care wards, and do not address patient privacy issues. They also pose
significant safety threats to our veterans due to equipment being stored in the hospital corridors

This project would renovate the existing 119 circa-1950s m-patient beds, streamline the
wards, realign support services, and address serious infrastructure problems. The project would also
enable the West Haven Campus to significantly improve the access of female veterans to privacy
during their stays at West Haven. Overall, 1t will positively impact the quality and timeliness of the
care provided by the VA Medical Center. Without these improvements, VA Connecticut cannot
provide our hospitalized veterans with a modern and efficient environment conducive to healing.

Due to the recent focus on environmental enhancements and construction related to out-
patient care, the Veterans Health Administration has not supported funding for this project — leaving
these fifty-year old wards to deteriorate. All of our veterans deserve to receive the same high level
of care that they sacrificed so much for. It is vital that the renovation of these inpatient nursing
wards become a reality. 1 look forward to working with the Subcommittee on this important
construction project and on all future efforts to protect the health and well-being of our veterans.
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Mr. Chairman and members of the Subcommittee:

I appreciate the opportunity to testify before you this
morning in the hope that we can correct what has been described
to me as an “oversight”.

Last year, this committee developed and passed comprehensive
VA authorization legislation. Unfortunately, the Conference
Report did not include a provision authorizing the renovation and
reconstruction of the psychiatric care facilities at the Alvin C.
York Veterans Medical Center in Murfreesboro, Tennessee. The
need and value of this project has already been recognized.
Accordingly, I am here to request that this cversight be
rectified so we can begin with the pending construction. The
cost of these renovations will be approximately $18.7 million

As the son of a World War II veteran, I maintain a personal
commitment to protecting the interests of those who have served
our nation so selflessly. In my home of Murfreesboro, the Alvin
C. York Medical Center and its employees have always strived to
offer the best service they possibly can. 1In fact, my father
worked as the hospital's groundskeeper for 27 years. I would
hate to see the hospital fail in its mission because it did not
receive the funding and support needed to fulfill current and
future obligations.

Like you, I feel strongly that we have an obligation to
provide the best possible health care to veterans who have served

email. bart.gordon@mail.house.gov Internet: http://www.house.gov/gordon/
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our country. I am specifically interested in maintaining the
highest level of care to veterans in my congressional district
and throughout the State of Tennessee.

Alvin C. York VA Medical Center is one of only four VA
hospitals in the state of Tennessee. And, these specific
facilities house almost all of the veterans in need of
psychiatric care in the State and to some degree the region.
Blvin C. York provides quality medical care to veterans from
Middle Tennessee and the surrounding area. If not for this
facility, many veterans residing in the rural counties within my
congressional district would likely go without the care they
need.

Three years ago, the VA, HUD, and Independent Agencies
Appropriations Subcommittee provided $2.3 million for the
planning, design, and engineering of this construction project.
Since that time, my staff and I have worked closely with the
hospital, the VA regional office, and the Department here in
Washington to ensure that the work was completed and the facility
was ready to move forward with the construction.

Unfortunately, some changes 1in the scope of the project
caused delays in the planning process. When this project was
first conceptualized, the initial proposal was to completely
rebuild the three buildings. However, in a time of fiscal
responsibility, we all recognize that limited resources are
availlable and in light of the budgetary constraints, we have
changed our focus. Instead of looking to completely rebuild the
existing structures at a cost of $29 million, our plan calls for
the renovation of those buildings. It is estimated to cost $18.7
million to renovate the three psychiatric care buildings --
almost $11 million less than the previous proposal. Again, I am
pleased to report that the planning, architectural design, and
engineering has been completed and the hosptial is ready to move
forward with the construction.

Last year, the Department of Veterans’ Affairs budget
request included funding for this project. As you know,
following legislative actions by this committee the Department is
required to systematically prioritize projects for their budget
requests. I understand the weight that this Subcommittee places
on the Department’s requests and believe their endorsement and
support only strengthens the argument for this project. In fact,
the appropriators have already provided the funding to renovate
two of three buildings. That is why it is critical that this
project be authorized expeditiously. Everythang is in place to
begin the construction - all that is needed is an authroization.

This Committee and the Department of Veterans Affairs has
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recognized the importance of quality and efficiency in a changing
health care environment. This project would alleviate the severe
space, functional and technical deficiencies by renovating the
hospital's psychiatric nursing units in order to serve a larger
veteran population. It will allow for privacy through the
construction of private and semi-private rooms for patients and
also provide private baths. This new privacy will allow for
better accommodation of the increasing female veteran population.

The hospital's three health and behavioral psychiatric units
have severe space deficiencies, as identified in the most recent
VA facility development plan. Bedrooms exceed four patients per
room. Little communal/recreational space exists. There is a
lack of privacy, both in living quarters and in toilet/shower
facilities. Nursing stations are crowded and congested due to
inadequate size. In addition, the current facilities make it
extremely difficult to accommodate female veterans.

As health care continues to be debated at both the national
and local levels, a common concern focuses on improving the
quality and accessibility of health care for rural America. We
have an obligation to provide our veterans the best health care
possible, whether they are living in a city or on a farm. This
project will allow this hospital to not only continue its reach
into the rural counties of Middle Tennessee, but also treat more
of our nation's veterans in a more timely and effective manner.

In the sixteen years that I have served as the
representative of the 6th district of Tennessee, this is the
first time that I, or Alvin C. York Veterans Medical Center, have
requested an authorization from this Subcommittee. Time has
taken its toll on this invaluable facility and we must ensure its
longevity. I am asking for your support so that this crucial
resource to Middle Tennessee can be preserved and not left to
deteriorate.

As you can see, we have made progress and are ready to begin
the construction stage. I do not want this progress and hard
work to be wasted. That is why I am here once again to ask that
you fund the construction this year.

Thank you for this opportunity and your consideration. I
would be glad to answer any questions.
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Testimony of

Rep. Dave Weldon (Florida 15)

Mr. Chairman, I appear before you not only as a fellow Member but as a physician
who volunteers regularly to treat veterans at the VA outpatient clinic in my district.
I think I also bring a valuable perspective on VA capital asset planning which I'd like
to share with you.

While I want to tell you about a project taking place in my district, I want to impress
on you that it has the potential for broad application for veterans across the country.
What I'd like to talk to you about briefly this morning is how the VA can provide
better access to excellent quality medical care for veterans in districts like mine
across the country. What marks my district is the fact that, while we have an
outstanding outpatient clinic, veterans still need hospital care and must drive hours
across the state to get VA hospital care. And, I'm talking about a population of
veterans numbering more than 60,000 that are at least a two hour drive from a
veterans medical facility.

To its credit, this Committee has studied the complex problems associated with VA
capital asset planning. As GAO has noted, VA currently operates hospitals in areas
which no longer have a sufficient veteran population for whom to provide care. Yet,
the VA is obliged with dedicating precious health care dollars to maintaining bricks
and mortar. The VA also faces demands for care in areas with a large veteran
population where there is no nearby VA hospital.

I think the experience of my district offers some answers to both of these situations.
The difficult situation we faced in my Congressional District led me to develop a
legislative concept I would like to share with you.

As many of you may recall, veterans in my district were disappointed several years
ago when Congress rejected a VA proposal to construct a hospital in East Central
Florida (ECF). The VA had acknowledged the need in ECF for a VA hospital and
proposed building a hospital there as early as 1983. Years of political haranguing
kept the hospital a mere fantasy. Congress was on the verge of rescinding VA
money allocated for this project the year I was first elected. I proposed at the time,
realizing a hospital may never happen, that Congress appropriate funds for a new
outpatient clinic. As a doctor, I knew that medical advances have allowed for many
new treatments to be done in an outpatient setting. I felt it better to get most of the
veterans’ needs met rather than none, as was the current situation at that time.

The VA established an interim clinic which opened its doors in 1997 until the new,
comprehensive Brevard County Outpatient Clinic opened its doors in July 1999.
Finally, after literally decades of promises, the ECF area had received some VA
medical care, medical care that could attend to nearly 85% of the veterans needs.
But what about the remaining 15%?
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At the time we authorized and appropriated funding for the outpatient clinic, I knew
that the clinic would do a good job of meeting the outpatient needs. But I also
believe we needed to move forward expeditiously with a plan to meet these
veterans’ inpatient needs. While veterans could travel for several hours to reach a
VA hospital in Tampa or West Palm Beach, I believed it was important to give these
veterans access to local inpatient facilities. Necessity being the mother of invention,
I requested that the Congress appropriate up to $5 million to support a pilot project
enabling veterans who were enrolled in the outpatient clinic to receive needed
inpatient care at local hospitals.

Under this pilot, veterans were given a choice of receiving care at VA expense in a
local hospital, or being referred to a VA inpatient facility in Tampa (several hours to
the west) or in West Palm Beach (several hours to the south). The decision of
where to receive care was left up to the veteran—the pilot program simply gave
veterans more choices of how and where to receive treatment.

In order to receive care in a local community inpatient facility, the veteran had to be
enrolled in the Brevard outpatient clinic for primary care. Enrolled veterans had to

be referred for non-emergent, inpatient care by a VA outpatient clinic doctor. Also,
the veteran could choose from any hospital with which the VA outpatient clinic had
a preestablished arrangement for care.

Between July 1998 and October 1999, nearly 1,000 veterans in East Central Florida
chose to receive care in local, community inpatient facilities. It is my understanding
that of the veterans who chose to receive their VA care under this arrangement, 90
percent rated their care as excellent or good, while nearly all of them said that they
would recommend this type of care to other veterans. It is also my understanding
that the VA will soon release a report on the ECF pilot program indicating that this
arrangement was not only well-received in the veterans community, but that it .
generated a significant cost-savings.

What the pilot in my District has demonstrated is that we can begin to think more
creatively about ways to provide for the care of veterans. We have learned that a
VA clinic can effectively manage the care of patients who elect to get needed
hospital care in community facilities rather than driving long distances to a VA
hospital. We have learned that community care can be an effective adjunct to VA-
provided care. We have learned that the patients who participate in a well designed,
coordinated care program are very satisfied with the arrangements and that such
arrangements can have substantial cost-savings to them.

While I am advised that an independent evaluation of the east central Florida pilot is
very favorable, contracting for hospital care is not the only way to build on the
successes of that pilot. I think we should certainly take note, in that regard, of the
numbers of veterans who rely on VA health care but are also Medicare-eligible. As
this Committee has noted in the past, the VA appropriation effectively subsidizes
Medicare in caring for large numbers of Medicare-eligible veterans.
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The lesson I believe our pilot offers is that, in areas of the country in which VA does
not operate a hospital, a VA clinic can coordinate veterans’ care. Under current
law, however, coordination of payments between the VA and other federal and
private health care program is not permitted. This causes serious hardships for
many veterans who live far from VA inpatient facilities.

It is with this background that I propose legislation to authorize a small number of
pilot projects under which veterans with Medicare or other health plan coverage
who rely on a nearby VA clinic for care but reside far from the nearest VA medical
center could make a choice when VA finds that they need hospital care. Veterans
who are reluctant to travel hours to a VA inpatient facility could elect to receive
care at a community hospital as a Medicare or other health plan patient, with the
VA'’s coordination. The local VA clinic would coordinate the effort to ensure
quahity care and cost oversight. To ensure that the patient does not incur out-of-
pocket costs, the VA, under my bill, would cover required copayments. The
experience of the Florida pilot strongly suggests that veterans would welcome such
an option. It would have the benefit of providing for coordination of health care
benefits, with the result that veterans who now often pick and choose between two
or more health plans would get better, coordinated, and less costly care.

Let us look at a Medicare-eligible veteran for example. Under my proposal a
veteran who is enrolled for primary care at the outpatient clinic would be given a
choice when needing inpatient care. The veteran could make the several hour trip
across the state to receive care in a VA medical facility where the VA would cover
100 percent of the costs. Or, the veteran could choose to go to a local community
hospital where Medicare would pick up the 80 percent of costs they would have
incurred had the patient gone to the local hospital on their own, and the VA would
pick up any copayments. Under both arrangements the veteran incurs no cost.

My bill would ensure not only a coordination of payments, but coordination of the
patient’s care. I believe that, for areas of the country that are distant from VA
medical centers, linking a VA outpatient clinic with greater choices in inpatient care
could serve as a model for providing better service to veterans. I believe that as this
committee considers VA capital asset issues it will find that pilot programs
employing this model may offer an innovative new mechanism to improve veterans’
access to needed care. It will facilitate ready-made solutions 1n underserved areas,
and will allow for more cost-effective approaches in areas that today require
unusually high maintenance of effort per patient within the VA system.

Mr. Chairman and members, we have seen significant changes in the delivery of
health care over the past two decades, particularly in shifting what were once
inpatient services to outpatient services. There are other changes 1n delivery that are
taking place and I believe veterans in underserved communities are in a unique
position to take advantage of these innovations, provided we move forward with
legislation that permits it.

As a former Army physician who now delivers care to veterans in an underserved
area, I know how important it is that we move forward with these innovative
approaches to delivering care.

Mr. Chairman, 1 appreciate your giving me the opportunity to testufy, and hope
there will also be an opportunity to work with the Committee to move legislation
which would enable us to test this concept. The veterans of east central Florida are
excited about it, and I believe veterans in other areas would be as well.
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Apri1 5, 2000

Mr. Chairman and distinguished Members of the Committee, [ appreciate the
opportunity to appear here today to discuss the Mental Health Enhancement project of the
Dallas VA Medical Center (VAMC).

The Dallas VAMC has long-standing space and functional deficiencies in its 60-year-
old Mental Health facilities. The Mental Health Enhancement project is the highest priority
for major construction assistance for the Medical Center and Veterans Integrated Services
Network (VISN) 17. The Medical Center has sought major construction assistance for over
10 years. Although this $27.6 million project consistently ranks among the VA's top 10
highest priority health care major construction projects for funding, the Office of Management
and Budget (OMB) limits on the level of VA major construction funding have prevented its
inclusion in the FY *96, ‘97, *98, ‘99, or 2000 budget submissions to Congress.

The House voted in 1996 and 1998 to authorize construction of these sorely needed
Mental Health facilities at the Dallas VAMC. After having authorized this project for the last
five years, the ime has come to finally include this project in the next VA construction
appropriation bill.

This project involves the construction of a 120,000 gross square foot, multi-level
Mental Health addition atop an existing two level Ambulatory Care building. This project
will enable new construction to aid in the consolidation of Mental Health outpatient programs
with a downsized Mental Health inpatient-nursing program. These new facilities will meet all
apphicable VA and community standards. The following Mental Health programs are
included in the scope cf this project: Mental Health Clinic; Gutpatient Substance Abuse; Day
Treatment Center, Day Hospital, PTSD Program; Physical Medicine and Rehabilitation
treatment space; 72 Inpatient Psychiatric Beds (reduces current 118 bed program by 40%);
and VA Psychiatric Clintcal Diagnostic Laboratory.

The following statistics compiled by the VA 1tself, only prove the dire need for this
facihity.
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e More than sixty three thousand five hundred veterans came to the VA North Texas
Healthcare System for their medical care duning the last fiscal year. This was the
third hughest number of all VAs 1n the nation

® Nearly ten thousand of these veterans came for mental healith care, accounting for
174,000 visits and 1,700 episodes of mpatient care

e The North Texas Healthcare System 1s the busiest health care system n the Heart
of Texas Veterans Integrated Services Network (VISN 17), based on the number of
veterans served for both mental health services and non-mental health services.

e The numbers of veterans seeking mental health services in the VA North Texas
Healthcare System continue to nse. There was a 12 percent increase 1n those
recetving mental health services from 1997 to 1998, and an additional 8 percent
increase from 1998 to 1999

As the pnmary VA mental health provider in North Texas, this facility 1s hindered in
completing 1ts mission by the age (60 years), configuration, available space and poor
condition of 1ts mental health facilities. Building #1, the pnmary inpatient/outpatient Mental
Health structure, was built in 1939 to support the medical and surgical inpatient needs of that
era. It has been modified extensively but remains sigmficantly inadequate to support the
patient care needs of our active outpatient and inpatient mental health programs. Building
#1’s pervasive deficienctes (space, utilities, building systems, patient privacy, asbestos and
UFAS) render 1t functionally obsolete. Mental Health outpatient programs are currently
located 1n several separate, physically distant structures across the 85-acre VAMC campus
The distance between various buildings works against the most ideal consohdation and
effective utihization of staff among the programs. Each site 1s characterized by inadequate
space for staff offices, group treatment rooms, and waiting rooms Our Mental Health
facilities are substantially below community standards. The Joint Commission on the
Accreditation of Health Care Orgamzations recently reinforced this disturbing fact dunng a
July 19-23, 1999 inspection of our Mental Health facihues, we were cited for environment of
care deficiencies related to patient safety and patient pnivacy. These conditions, if left
uncorrected, could contribute to the nonaccreditation of this Medical Center in 1ts next
JCAHO mspection in just two years.

The rapid workload growth in Mental Health services has compounded the impact of
space and functional deficiencies We desperately need this project to meet the need for
comprehensive mental health services delivered within a facihity that meets all applicable VA
and community standards.

Under sohd leadership, VA North Texas Healthcare System restructured the way
mental health services were being delivered over the past few years This effort brought more
services to the veterans through a consistent treatment team that follows the patient through
all levels of care 1n mental health. The results are seen 1n greater efficiency, lower costs and
higher patient satisfaction Significant improvements to each of areas and improvements to
patient privacy and dignity are achievable through this construction project.
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Let me end by acknowledging the path-breaking work that each of you 1s doing today
to serve the veterans of our nation. Your efforts to protect America's veterans served by the
North Texas Health Care System will continue to carry our communtty, state, and nation into
the 21st Century. Your timely support for this project at this crucial juncture in the 2001
appropriation process would be appreciated. 1 thank you for your time and would appreciate
your support for thts needed project in Dallas community.



73

United States General Accounting Office

GAO

Testimony

Before the Subcommittee on Health, Committee on
Veterans' Affairs, House of Representatives

For Release on Delivery
Expected at 10:00 a.m.
Wednesday, April 5, 2000

VA HEALTH CARE

VA Is Struggling to
Address Asset
Realignment Challenges

Statement of Stephen P. Backhus, Director
Veterans' Affairs and Military Health Care Issues
Health, Education, and Human Services Division

qeD ’1‘4%

)
9 s
(7]

IS

GAO/T-HEHS-00-88



74

Mr Chairman and Members of the Subcommittee:

We are pleased to be here today to discuss management of health care assets owned by
the Department of Veterans Affairs (VA) and operated by the Veterans Health
Administration (VHA). VHA has primary responsibility for capital asset planning
activities, whereas VA's Capital Investment Board has primary responsibility for capital
budgeting activities, including review of VHA’s capital investment proposals.

Over the next few years, VHA will spend billions of dollars operating, maintaining, and
improving buildings and land at health care dehivery locations nationwide Currently,
VA's health care capital assets total over 4,700 buildings and 18,000 acres of land at 181
major delivery locations.

In March 1999, we reported that VHA could enhance veterans’ health care benefits if it
reduced the leve) of resources spent on underused, inefficient, or obsolete buildings and
reinvested these savings in providing health care more efficiently in modern facilities at
existing locations or new locations closer to where veterans live '

VHA agreed 1n general with our evaluation and committed at that time to taking the steps
needed to realign its portfolio of health care assets In essence, VHA agreed to
implement it a timely manner a strategic planning process that would systematically
study all its medical care markets in order to develop capital asset realignment plans.’
VA'’s Capital Investment Board will use these plans to determine the best investment
opportunittes.

Last July we reported that VHA had made limited progress toward implementing a
realignment process and estimated the opporturuty cost of delay was as high as $1
million a day.’ VHA'’s efforts had focused primarily on discussions among VHA officials,
VA officials, and stakeholders, such as veterans' service organizations, regarding a
conceptual framework for its asset realignment process. VHA reported at that time that
its realignment process would be operational within 2 months (September 1999) !

In light of VHA's commitiments, you asked us to (1) assess VHA's progress to date, (2)
1dentify any concerns regarding VHA’s reahignment process as currently designed, and
(3) consider the potential effects of VHA's actions on VA's capital budgeting process

My comments this morning are based on

e discussions with officials responsible for VHA's asset realignment and VA’s capital
budgeting processes and

e reviews of documents, primarily those relating to VHA's proposed asset realignment
procedures and VA's Capital Investment Board decisions concerning VHA investment
proposals considered for funding in fiscal year 2001.

In summary, VHA has been unsuccessful over the past 13 months in its efforts to design a
capital asset realignment process. VHA's efforts have focused on discussions of who
should lead such a process, how stakeholders should participate, and how decisions are
to be made. Moreover, VHA estimates, as it did 8 months ago, that it could be several
months before its process is operational.

Need lmprovement (GAO/T-HEHS-99-83, Mar 10,

1999).

A market, for the purposes of this statement, is defined as a geographic area generally within 76 miles of
an existing VHA major delivery location. VHA operates assets in 106 markets.

8 (GAO/T-HEHS-99-173,

'S Realignment Plan AnCing Servi 0 Veterans, hearing before the
on Oversight and I ignti House C: i on Veterans' Affairs, No, 106-20 (July 22,

Subcommittee
1999).

1 GAO/T-HEHS-00-88
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Our assessment of VHA's process, as currently designed, raises concerns about whether
the right people are involved at the right times and in the right ways. Specifically, senior
managers at headquarters may not be proactively involved in a leadership role at key
decision points. In addition, stakeholders with vested interests appear to be involved in
decision-making, rather than advisory, roles. And activities supporting key components,
such as options development and evaluation, are not sufficiently rigorous. As a result,
VHA may not be able to produce within a reasonable time frame capital asset plans that
are in the best interest of veterans.

VHA'’s slow progress creates dilemmas for VA's capital budgeting process. In the short
term, VHA and VA's Capital Investment Board face the challenge of maintaining and
improving capital assets without sufficient information about future asset needs to
ensure cost-effective capital investment decisions. By contrast, if funding for projects is
delayed until capital asset plans are completed, the longer-term challenge wilt be how to
successfully finance and implement capital realignment investments potentially totaling
billions of dollars. These challenges could be ameliorated, in part, if VA effectively
manages short-term investment risks and the Congress provides alternative financing
arrangements for future investments.

YHA IS STRUGGLING TQ DESIGN
ASSET REALIGNMENT PROCESS

The goal of an asset realignment process, in our view, is to produce within a reasonable
time frame a capital asset plan that is in the best interest of veterans—namely one that
provides better health care services for currently enrolled veterans while enabling more
veterans to access VA care. The capital asset plan should conform to Office of
Management and Budget guidelines. If done successfully, the capital asset plan should
provide a road map to guide investment decisions over the next decade.

Over the past 13 months, VHA has taken an inordinate amount of time trying to develop a
method to achieve these objectives. In March 1999, VHA developed a broad conceptual
framework to guide its design efforts. Over the next 3 months (July 1998), VHA
developed a draft statement of work needed to conduct the market studies and an action
plan for completing the studies. Three months later (October 1999), VHA developed a
draft capital asset management policy statement that outlined a proposed design method
as well as a revised statement of work and action plan. In February (4 months later),
VHA provided a revised draft policy statement to a wide variety of stakeholders for their
review.

These critical documents are currently being revised again. Over the next several
months, VHA expects to (1) continue refining its capital asset realignment design method
on the basis of stakeholder concerns and suggestions, (2) complete work needed to
solicit and award a consulting contract, and (3) obtain senior management review and
final approval of a method to employ.

During the same period, VHA has also struggled to develop a capital asset realignment
plan for its Chicago market. This initiative,’ started in July 1998, produced a draft
realignment plan in September 1999. VHA has spent the last 6 months obtaining and
evaluating stakeholders’ concemns and advice as well as reevaluating potential options.
VHA expects this experience to help shape the ultimate design of its systemwide asset
realignment process.

VHA'S PROPOSED CAPITAL ASSET

REALIGNMENT PROCESS RAISES CONCERNS

We identified three weaknesses in VHA's proposed method. First, senior managers at

headquarters appear to be in reactive, rather than proactive, leadership roles. Second,
stakeholders appear to have decision-making, rather than advisory, roles. Third, key

“Capltal Programming Guide, Office of Management and Budget (July 1997).

A Health Care: Closing a Chicago Hospital Would Save Millions > e Acceas tg Sexvices
(GAOMEHS-98-68, Apr. 186, 1008) ded that VHA develop and impl aplan that meets
veterans’ needs by operating fewer capital assets.
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components, such as development of evaluation criteria, lack rigor; that is, they do not
appear to be driven by quantifiable, objective data clearly linked to well-defined
measurement standards.

VHA's Senior Managers
Lack Proactive Role

VHA's senior management should play a critical leadership role in the development of (1)
well-defined evaluation criteria that have the measurement standards needed to guide
the collection of data necessary to make capital asset reaignment decisions, (2) guiding
principles that consultants and others could use when developing asset realignment
options for consideration, and (3) systematic procedures for scoring options in relation
to each evaluation criterion

However, VHA plans to give a consultant primary responsibihty for developing options
and evaluation criteria as well as for conducting the evaluation of potential options.
Sentor managers at headquarters are to be primarily in an oversight role, reacting to the
consultant's proposed evaluation criteria, methods for evaluating potential options, and
choice of the best option.

We are concerned about this arrangement. The capital asset plans that result from these
market studies are expected to guide VHA's future investment initiatives for the next
decade Without strong leadershup in the development of these plans, VHA nisks not
being able to timely implement meaningful capital asset realignments. A case in point is
VHA's Chicago market realignment process. Senior managers at headquarters were not
actively involved until after stakeholders and others raised significant concemns about
the recommended realignment option. VHA has since convened a special review group
that has spent the last 2 months assessing stakeholders’ concerns and deciding how such
concerns could be best resolved Now, 20 months after the study was initiated, this
review group has decided to set aside the originally recommended option and consider
others, including options that had not been counsidered before. If senior managers had
been involved, such options rught have been considered earher. With senior managers
continuing in a reactive role in its proposed systemwide asset realignment process, VHA
nisks replicating in other markets its struggle to make progress realigning assets in
Chicago

VHA's ehold ave
Decision-Making Role

Last July we expressed concem that VHA's capital asset realignment process as then
proposed could rely too heavily on local stakeholders who may have vested interests in
maintaimng the status quo Our assessment of VHA's proposed asset realignment
process today suggests that stakeholders remain heavily involved 1n a decision-making
role

VHA plans to have national and local committees, which possess decision-making
authonty, review the consultant’s products, such as its proposed evaluation criteria and
data collection methods. The committees’ members include representatives of veterans’
service orgaruzations, union or labor organizations, medical school affiliates, research
organizations, state veterans and health associations, and local VHA staff.

We remain concerned that stakeholders' participation as decision-makers on such
committees could bias the market studies and, ultimately, the capital asset plans. VHA
stakeholders are a diverse group with competing interests, who, quite naturally, could
oppose some changes that they beheve are not in their best interests. For example,
medical schools’ reluctance to change long-standing business practices has sometimes
been a factor inhibiing VHA's asset management. In addition, unions sometumes are
reluctant to support decisions that result in a restructuring of services because operating
efficiencies can result in staffing reductions.

We believe it 1s essential to involve stakeholders in an advisory role in the capital asset

realignment process. This 1s because they can provide valuable perspectives on the
evaluation criteria for selecting the best market study option and on procedures for

3 GAO/T-HEHS-00-88
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scoring realignment options in relation to the criteria. Such input could enhance
stakeholder understanding of VHA's capital asset realignment process and build
confidence that realignment decisions are fair and fact-based.

Reali Decision Points Lack Ri

From our perspective, VHA's experience with the Chicago capital asset realignment
study offers three valuable lessons so far that could improve VHA's systemwide asset
realignment process:

o ill-defined capital asset realignment evaluation criteria lead to unsupportable
decisions;

+ flawed asset realignment options result in flawed decisions; and

* an unstructured, subjective evaluation process impedes stakeholder acceptance.

It does not appear, though, that VHA has taken these lessons into account for its
proposed realignment process. First, VHA's systemwide evaluation criteria, when
developed, could be vaguely defined. VHA's draft statement of work for its systemwide
process calls for a consultant to develop evaluation criteria, but it does not require the
evaluation criteria to be defined in terms of quantifiable measurement standards that are
clearly linked to each cnterion. The lack of well-defined criteria can lead to problems, as
it did in the Chicago realignment process. There, VHA used accessibility of health care
services as a criterion without adequate measurement standards that could be quantified,
such as the potential effect on veterans’ travel time and the number of veterans affected.
Moreover, because VHA's draft statement of work for its systemwide process does not
require the consultant to develop a systematic data collection approach that directly
links data to individual evaluation criteria, the consultant’s data collection could be
incomplete. This could significantly reduce the likelihood that VHA would select the
best option available.

Second, we are concerned that VHA's systemwide realignment process may not consider
the best options that are potentially available. For example, VHA's Chicago process
appears to have explored flawed options because VHA's steering committee and
consultant limited the options evaluated to ones that would generally rearrange services
among existing assets. On the basis of its assessment of stakeholders’ comments
pertaining to the Chicago process, we understand that VHA is reevaluating options,
including ones not originally evaluated. VHA's draft statement of work for its
systemwide process calls for a consultant to develop at least three alternative asset
configurations. VHA plans to rely on the consultant's judgment to develop the best
options for consideration. Unless options other than incremental reconfiguration of
current assets are considered, the realignment process is likely to take a narrower view
than is needed to identify the most efficient and effective way to meet veterans’ health
care needs. For ple, building or leasing a replacement facility in a Jocation closer to
where veterans live might not be evaluated.

Third, we are concerned that VHA will use an unstructured process to decide which of
the available capital asset realignment options best meets the evaluation cnteria. For
example, in its Chicago process, VHA did not prioritize its evaluation criteria, nor did it
use a systematic scoring method to reach decisions about how well each option met the
evaluation criteria. Rather, its recommended realignment option was determined on the
basis of the subjective consensus of a steering committee, but the draft report did not
elaborate sufficiently on VHA's rationale. VHA's draft statement of work for its
systemwide process calls for a consultant to develop a method for evaluating
realignment options. At present, this statement of work has no requirements for the
consultant to develop a systematic way to score how well each option rmeets the
evaluation criteria, nor has anyone in VA been charged with doing this. Without a
systematic method for reaching a decision about the best option, VHA's realignment
decisions may be difficult to explain, support, and defend.

While VHA possibly could satisfactorily address our concerns within the coming months,
its progress to date casts doubt on its ability to do so. This is because, in part, VHA may
not possess the requisite financial planning skills to make the best realignment decisions.
Currently, VHA is using health care professionals to make financial decisions. While
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78

such professionals have the necessary skills to make decisions about veterans’ health
care needs, they may not have the business skills necessary to make the best financial
decisions. For example, financial experts possess knowledge and sklls for analyzing life
cycle costs of assets under different scenarios as well as for determining potential pay-
back schedules for initial capital investments for options and potential long-term returns
on those investments.

Clearly, it seems desirable to bring to bear the combined expertise of financial experts
and health care professionals to evaluate potential realignment options to identify those
that provide the best investment return for veterans and other taxpayers. There 1s a unit
within VA that, in our view, has worked to develop financial expertise regarding capital
asset management decision-making, namely, VA's Capital Investment Board. The Board
has (1) experience developing options evaluation criteria that are more clearly defined
than cnteria used in VHA's Chicago realignment process, (2) a systematic data collection
approach that directly links data to each evaluation criteria, (3) guidance for developing
options, and (4) a systematic options evaluation process. The Board currently uses a
capital budgeting model for major investments that embodies the key attributes needed
to address our concermns about VHA's process. Its model has been used and refined over
the past 3 years, and it gives decisionmakers, in our view, better information than they
had in the past.

New Business Model
Could Be Considered

There appear to be {wo altemative business models for completing the design and
implementation of a capital asset realignment process in a timely manner, besides
continuing with VHA's current efforts. First, leadership of the asset management
responsibilities could be transferred to another unit within VA, but outside of VHA. A
second model could involve the shifting of capital asset decision responsibility outside
VA.

Transferring capital asset management responsibilities to another unit within VA, such as
the Capital Investment Board, could better combine VHA's health care expertise with
VA's financial experts. As previously discussed, VA's Capital Investment Board appears
to have a business model that could address financial management decisions involving
capital asset realignment options. This approach has appeal because the Board has a
full-time dedicated group that has studied industry best practices for capital asset
management and has used this knowledge to develop evaluation criteria and procedures
to score capital asset investment options.

Capital asset decision-making could also be moved outsude of VA. This could be
accomplished through the establish of an indep t o ion or comparable
group to develop and evaluate options for realigning capital assets. This option could be
advisable if it is determined that VA lacks the desire or wherewithal to realign capital
assets or that the pressures from competing stakeholders inherent in VA's environment
are deemed to be insurmountable.

Regardless, VA needs to finalize its capital asset realignment process as quickly as
possible because its delay is creating dilemmas for short-term and long-term capital
investment decisions, as I will discuss next.

¢ G M

VHA's siow progress creates dilemmas for VA's capital budgeting process. On a short-
term basis, VHA, VA's Capital Investment Board, and the Office of Management and
Budget must decide what level of risk they are willing to tolerate as they continue
maintaining or improving capital assets without sufficient information about VA's future
asset needs to ensure cost-effective investment decisions.

Appropriately, they seem unwilling to accept much risk when making tugh-cost capital

investment decisions—those exceeding $4 million. They have significantly limited such
investments over 4 fiscal years (1998 through 2001) and could continue this de facto

5 GAO/T-HEHS-00-88
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moratorium for another 3 years (through 2004), given VHA's struggle to realign its assets.
VA's fiscal year 2001 budget’ for high-cost capital investments, for example, requested
only 825 million for one new project after VA's Capital Investment Board considered 14
VHA tugh-cost investment proposals totaling $350 million.

By contrast, there appears to be a greater willingness to accept more risk for less
expensive capital investment decisions—those below $4 million. We find this
troublesome because there have continued to be significant investments requested for
less expensive capital improvements—about $400 million for each of fiscal years 2000
and 2001. These involve improvements at many locations, such as ward renovations;
outpatient space reconfigurations; and enhanced heating, ventilation, and air
conditioning systems. To successfully manage investment risks, VHA needs to carefully
consider its less expensive construction investments at delivery locations that could
ultimately be determined to be unneeded to meet veterans' health care needs once
capital asset plans are completed.

In March 1999 we reported that, until an effective capital asset planning process is in
place, VHA's less expensive investment decisions should be subjected to tighter scrutiny
Toward that end, we suggested that VHA ensure that the fundamental principles
underlying the Capital Investment Board's evaluation process for high-cost capital
'anestmen.t be rigorously implemented when making less expensive capital investment
decisions.

An effective risk assessment process should identify health care delivery locations
where, for example, there are no alternatives for providing care. This process could
involve two key components: (1) risk measurement factors and (2) data to evaluate
investment proposals in relation to risk factors. Low-risk factors, for example, could
include noncompetitive markets, large veteran population growth, or large growth in
veterans' use of VHA services.

On a longer-term basis, VA faces a different dilemma. Today VHA's high-cost capital
investment needs are not known and will remain so until its capital asset plans are
completed; nonetheless, VHA believes, and we agree, that they will likely require a
significant investment. VHA's investment needs may not be as daunting as they now
seem because, for example, investments will be spread over the next decade and each
will require many years to implement. VHA's Chicago realignment process, for example,
is expected to take 10 years to be fully implemented.

Moreover, the magnitude of the new investment resources needed could be mitigated.
First, VHA should realize significant returns on these capital investments—up to 100
percent or more in the form of annual operational savings. VHA's Chicago realignment
option, for example, was estimated to yield annual operating cost savings of $189 million,
compared with one-time capital investment needs of $92 million. In March 1999 we
suggested that some or all of these savings could be used to finance future capital
investment decisions. Legislative action, for example, could authorize VA to accumulate
resources (that is, savings) in a Capital Asset Fund by charging VHA delivery locations
for the capital investment costs used to realign assets. Locations could return to the
fund some or all of the amount invested over a prescribed number of years."

Second, last year VA proposed a new funding source to help finance high-priority
investments faster. In its fiscal year 2000 budget submission, VA proposed a 5-year
demonstration that would allow VHA to sell, transfer, or exchange up to 30 excess or
underutilized properties, deposit proceeds into a new Capital Asset Fund; and use the
Fund to invest in more appropriate assets. This proposal, which we supported last year,
offers a way to help finance capital investments needed to realign assets for two reasons.
VA has significant unused or underused buildings, and it lacks incentives to dispose of

ent. (GAOQ/T-HEHS-00-83, Mar 10,

1909).
*GAO/T-HEHS-99.-83, Mar. 10, 1999, p. 23,
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properties because funds can, by law, be spent only to construct, alter, or acquire
nursing home facilities.”

In addition to addressing high-priority asset needs faster, such funding sources could
also provide incentives for more effective capital planning and greater accountability for
investment decisions. To realize such benefits, the Congress would need to expand the
types of deposits that VHA could make into its proposed Capital Asset Fund or establish
a separate revolving fund for this purpose

CONCLUDING OBSERVATIONS

We are concerned that VHA's slow progress in establishing an asset realignment process
needlessly delays cnitical decisions and the opportunity to reinvest resources to enhance
veterans’ future health care. Furthermore, the weaknesses we identified in VHA's
realignment process, as currently proposed, undermine our confidence that, once
implemented, it will produce within a reasonable time frame capital asset plans that are
in the best interest of veterans and taxpayers. It appears that if a capital asset
realignment process is patterned after the Capital Investment Board’s decision-making
model, the process would be less likely to replicate VHA's Chicago experience.

Because VHA is struggling to reach a sound realignment decision in Chicago and
complete the design of a systemwide realignment process, and because VA’s Capital
Investment Board has a model that could address many of VHA's weaknesses, it seems
appropriate that VA consider transferring the asset planning responsibility to the Board.
The daily cost of delayed decisions is unacceptably high

Mr. Chairman, this concludes my prepared statement. [ will be happy to answer any
questions that you or Members of the Subcormmnittee may have.

Al ACT AN WLE]
For future contacts regarding this testimony, please call Stephen P Backhus at (202) 512-

7101. Individuals who made key contributions to this tesimony include Paul Reynolds
and Walter Gembacz.

(406192)

“GAO/T-HEHS-90-83, Mar. 10, 1989, p.23.
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Statement of
Frances M. Murphy, M. D., M. P. H.
Acting Deputy Under Secretary For Policy And Management
Veterans Health Administration
Department of Veterans Affairs
Before the
Subcommittee on Heaith
Committee on Veterans' Affairs
U. S. House of Representatives

April 5, 2000

Mr. Chairman and members of the subcommittee, | am appearing before
the committee this moming to discuss the Veterans Heaith Administration’s
(VHA) planning, budgeting and management of capital assets.

The discussion of our plans to most efficiently and effectively manage our
capital assets must be viewed in the context of the tremendous transformation of
VA health care that has occurred over the past five years. VA was a hospital-
based, disease-oriented, impersonal organization of medical centers. The “New
VA" is an integrated health system that provides a continuum of accessible,
coordinated, patient-centered care. We have seen demonstrable improvements
in our capacity to achieve consistently reliable, accessible, satisfying, high-
quality care. We continue to face challenges of reducing medical errors in our
health care; of meeting the needs of an aging population; of incorporating the
rapid growth of scientific knowledge into daily practice; of incorporating
expensive new medical and information technologies; and of realigning our
infrastructure to more effectively support current health care needs.

More than at any other time in our history, VA more closely mimors — and
in many cases exceeds — the best in private sector healthcare. indeed, this
transformation underpins our quality improvements. Significant organizational
changes include:

o Closing more than 52% of ail hospital care beds since July 1994.
s Raeducing inpatient admissions by 34% from FY 1994 and FY 1999.
s Reducing VHA's bed days of care per 1,000 patients by more than 68%

nationally - from 3,523 to 1,136 between FY 1994 and FY 1999.

e Increasing annual ambulatory care visits from 24 to 37 million ~ a 52%

increase - since 1995,
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s Providing health care to over 700,000 more veterans in FY 1999 vs FY
1994 — a 31% increase.

s Within Veterans Integrated Service Networks (VISNs), consolidating
management and operation of 48 hospitals and/or clinics into 23 locally
integrated health care systems since September 1995.

* Approving and/or bringing 388 new Community Based Outpatient Clinics
(CBOCs) into operation since 1995. VA now has more than 1200 sites of
care, bnnging health services into more veteran’s communities

o And over this same period, increasing the rate of selected surgenes and

procedures which are safely provided in the ambulatory setting to 92%

Especially notable clinical achievements have reduced unnecessary
hospitalizations, lowered mortality, and resulted in cost-savings through
reductions in avoidable health care expenditures For example.

« Rates of pneumonia and influenza vaccinations provided VA patients far
exceed U S Public Health Service Healthy People 2000 goals and
available benchmarks

s Life-saving beta-blocker medications after heart attacks are provided at

VA hospitals at rates that exceed all available benchmarks.

Similar improvements have been seen in other areas of preventive health
services such as screening for cervical and breast cancer and in the treatment of
prevalent diseases such as diabetes and mental iliness Simultaneously, patient
satisfaction has increased In fact, VHA scored 79 on the externally conducted
Amencan Customer Satisfaction Index This is significantly above the mean
private sector heaith care score of 70 Loyalty and Customer Service scores
were even higher at 90 and 87, respectively

The transformation that is occurring in how health care Is provided has
outpaced our ability to make infrastructure changes VA's infrastructure was built
largely at a time when bed based care was the standard mode of providing
health care  As described above, over the past 5 years VA has significantly
shifted care from inpatient to ambulatory care delivery. We have also
significantly moved care closer to the patient by establishing Community Based
Chnics and home care  We currently face the challenge of realigning our
infrastructure to optimally support how health care is being delivered today and
will be delivered in the future.

As discussed below, we have capital investment planning processes in
place to assure that new investments optimally support current requirements,

and in the near future, we will be implementing a process to comprehensively
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review existing capital assets to identify opportunities to restructure those assets
in ways that will enhance our ability to serve our patients.

Capital Investment Planning Process
VA has implemented a Capital investment Planning Process to assure

that proposed capital investments support the priorities of the core mission of VA
and VHA. Capital asset planning starts at the VISN level. VISN capital asset
plans contain two major parts. One describes the linkage of the capital
acquisition to VAVHA/VISN mission, goals, management strategies and
performance goals. The second is a baseline assessment that describes the
extent that existing capital assets are helping the network to achieve goals,
management strategies, operating strategies, and performance goals. The
difference between current and projected performance, which cannot be met with
existing assets, is the perfomance gap. In this section of the plan, VISNs
explain options considered for closing the perceived gap, including non-capital
options such as sharing and contracting. If asset acquisition is thought to be the
best option, the VISN plan identifies the asset that is uniquety suited for closing
existing performance gaps. In addition, in this section, the VISN plan explains
why the capital asset investment is the best altemnative of all the available
options, including non-capital altematives.

From the 22 VISN strategic plans, a major construction project inventory
is compiled. Projects are reviewed by the VA Capital Investment Board (VACIB)
for budget consideration. The Board members prioritized construction
investments for FY 2001 using the following criteria:

Customer Service

Retum on Taxpayer Investment

High Performing Workforce

Risk Analysis

Special Emphasis Programs

Threat Mitigation

Alternatives Analysis

The VACIB provides an analysis to the Secretary about each proposal's
viability for inclusion in the VA Capital Plan and VA budget request to OMB.
Also, the VA Resources Board reviews projects for inclusion in VA's request for
budget and authorization consideration.

For FY 2001, the Department is requesting authorization for two major
construction projects to improve VHA facilities. These include a project for
seismic corrections through new construction for a gero-psychiatric nursing
home building at the Menio Park Division, Palo Aito Healthcare System,
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California and a project to renovate psychiatric nursing units at Murfreesboro,
Tennessee. | urge the committee’s favorable consideration of our authorization

request for these medical projects.

While we believe that we have improved our strategic planning processes
and processes for reviewing capital assets investments, | would like to describe
two initiatives now underway within the Department that we believe will

significantly enhance our capital asset effectiveness.
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Capital Asset Realignment for Enhanced Services (CARES)

The VHA will soon implement a comprehensive capital asset
management program that will involve detailed studies in each VISN to
systematically review cumrent mission requirements, existing and future veterans
health care needs, recommended service delivery options, and
recommendations for capital realignment options to enhance service to veterans.
CARES has emerged as one of the more challenging and complex programs
that VHA will undertake in the next five years. However, through this process
VHA will position itself for optimal health care delivery in terms of both quality
and access to care and will be able to realign its extensive inventory of capital
assets to better support the effective and efficient delivery of health care.

As you know, the need to review and realign capital assets was discussed
extensively last year. In fact, the House passed legislation that would have
supported the CARES concept, however, the final Millennium bill did not contain
this provision. VHA has been developing the CARES concept since April 1999.
Since that time, communicating the CARES program and the associated
processes with VHA's diverse stakeholder constituency has taken more time
than | anticipated. However, this time has been well invested in assuring that
this effort has their support.

The draft CARES policy was formally shared with VA stakeholder
representatives on February 17, 2000. An initial 30-day comment period has
been extended to Aprit 20, 2000 to provide all stakeholders ample time to
comment on this critical program. Concurrent with this review and comment
period, VHA has drafted a statement of work for the network planning studies
and the CARES Guidebook to assist field managers in impiementing the CARES
program. The initial group of seven VISN planning studies, scheduled for award
later this year, will include the eight mega-market locations identified by GAO in
testimony before this subcommittee in March 1999. { anticipate that the FY 2000
APF funds (made available for this purpose in VA's FY 2000 Appropriation) will
be sufficient to fund these seven studies and at least two additional VISN
planning studies this year.

The discussions regarding the CARES initiative within VHA, with other VA
staff offices, and with stakeholder representatives outside of VA have contributed
significantly to consensus support of the CARES program. This broad based
support and the anticipated level of stakeholder involvement envisioned
regarding the 22 VISN studies are considered essential to successfully
implementing the service delivery options and capital restructuring proposals that
may be identified from these studies.
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Although the policy development phase has taken longer than originally
anticipated, VHA has concurrently moved forward with several capital
restructuring opportunities. Several networks have identified or have
implemented capital realignment initiatives that would both enhance delivery of
health care services to veterans and at the same time result in significant
savings in medical care funding. Significant initiatives are as follows:

Ft. Lyon, Co. — The VA Rocky Mountain Network (VISN 19) has proposed a
mission realignment at the Ft. Lyon Colorado facility. The proposal includes
reassignment of existing outpatient and NHC functions at the Ft. Lyon facility to
three CBOC's and a newer and more appropriately sized NHCU within the
Southern Colorado Health Care System. These proposed changes will increase
both access and quality of care for veterans in the southem Colorado area at an
estimated annual savings of $8.6 million. The ensuing capital realignment
proposal would transfer the Ft. Lyon facility to the State of Colorado for use as a
correctional facility for geriatric and mental health inmates. VA will require
authorization to affect the direct transfer of the property to the State of Colorado.

The VA Maryland Health Care System (VAMHCS) - has developed a proposal
for options to enhance the use of the Ft. Howard campus to better serve
veterans in the Baltimore area. VAMHCS has proposed a plan that relocates
inpatient functions to other VAMHCS sites, enhances Primary Care at the Ft
Howard site, and working with a private developer will create a ‘continuum of
care’ at the Ft. Howard site. In addition to the new VA Primary Care clinic —
independent living housing, assisted living housing and a private nursing home
would be constructed, all at the developer's expense. VA's enhanced use
leasing authority will be used to implement the proposed plan. These facilities
would be operated by the developer, under VA oversight, and veterans would be
given priority as well as discounts as part of the contract agreement. VAMHCS
expects to save $79 million over a ten year period from this initiative.

VA Boston Healthcare Systom (VABHCS) — VABHCS is proposing capital
reahgnment and integration of existing tertiary care facilities in the Boston
metropolitan area. The proposed integration will downsize the leased Causeway
Qutpatient clinic, establish an Ambulatory care Center of Excellence at the
Jamaica Plain campus , and integrate inpatient services at the West Roxbury
campus. When fully implemented, the estimated annual savings and cost
avoidance resulting from the integration are in excess of $50 million. The

revenues and savings from the integration and subsequent capital realignment
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opportunities will allow VABHCS to maintain needed services at all existing
facilities as well as enhancing services to veterans by opening additional CBOCs

in underserved areas.

Chicago/ VISN 12 Service Dellvery Options — The Under Secretary for Health
commissioned a steering committee in the fall of 1998 to undertake a detailed
evaluation of the full VISN 42 healthcare delivery system. This study went
beyond the nitial GAO study, to facilities outside the immediate Chicago area
The network-wide concept of healthcare delivery allows workload and
demographic data to influence resource allocations, and ultimately, capital asset
management. The report was completed in the fall of 1999, and is currently
being reviewed in iight of stakeholder comments When finalized, savings of up
to $188 million in annual operating costs may be avoided by combining similar

programs among the network of facilities

VA Sierra Nevada Health Care System (VASNHCS) - The VASNHCS is
pursuing a capital realignment inttiative using VA's enhanced sharing authority.
The proposal consists of a use of space and shared services agreement
between VASNHCS and a private hospital corporation to operate a 52 acute
long term care “hospital in a hospital” on two vacant inpatient floors. The
VASNHCS will realize significant annual revenues from this agreement that will
be used to enhance services by opening an additional CBOC, developing rural
health contracts with providers in remote areas, and expanding the use of tele-
medicine and tele-radiology. Enhanced services at the existing facility will
include added staff to reduce waiting times in specialty clinics, expanded clinic
hours/days, and expansion of parking capacity for the existing campus.

VA Healthcare Network Upstate New York at VAMC Canandaigua - VISN 2 is
pursuing a capital realignment initiative at the VAMC Canandaigua using VA's
enhanced sharing authority. The proposal consists of using vacant space in two
buildings on the Canandaigua campus, considered excess to the facility's needs,
that will be renavated by the proposed developer for much needed affordable
housing to low income veterans, especially those at nsk of being homeless. It i1s
estimated there are approximately 4700 veterans in western New York who are
at risk of being homeless. This proposal allows VA 1o improve services to these
veterans while collaterally bringing them closer to full utiization of VA health care
and support activities. With minimal cost to VA, this initiative will also mitigate
uncompensated operations and maintenance costs of vacant space for the
facility, estimated at $ 200,000 annually.
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VA Western New York Healthcare System (Batavia) — The VA Healthcare
Network Upstate New York (VISN 2) is proposing to utilize VA's enhanced
sharing authority in conjunction with a VA Homeless Providers Grant to enter into
an agreement to provide transitional housing and a multi-resource center for
“special needs” veterans. Special needs veterans include homeless, at risk of
homelessness, female, recovering substance abuse, and PTSD veterans. This
proposal will renovate excess space at the Batavia campus under the homeless
grant program and will provide revenues to the VA through “sharing”
arrangements for excess capacity services. The proposed agreement will result
in cost reimbursement of annual operating and maintenance costs of $95,000
plus projected revenues of approximately $220,000 for services over the first five
years of the agreement.

In conclusion, the CARES program will, through network based planning,
guide VHA's future capital investment decisions to realign and allocate capital
resources to better meet veterans’ health care needs. To realize the full
potential improvement in providing VHA health services that can result from
aligning capital assets with current patient needs will require the full cooperation
and support of our diverse stakeholder constituency, as well as funding for key
investment initiatives identified during the process.

Enhanced-Us: P m

As you are aware, this program has provided VA with the opportunity to
enhance the use of our available properties with the resulting revenues
supporting healthcare and other benefits services to veterans. Last year, the
Millennium Act amended this unique authority in several important ways. First
and foremost, all the net proceeds generated from such leases will now be re-
invested to improve VA patient care. In addition, the act extended the term for
Enhanced-Use leases to 75 years and allows the Department to use minor
construction funds as capital contributions. Finally, the Act expanded the
Department's ability to lease VA property not only in instances where the project
will enhance a VA activity on the site but also when the lease results in the
enhancement of services to veterans in the local community. These enhanced
authorities were implemented by VA Directive issued on March 24, 2000.

Since its original enactment, VA has used this authority to improve the
efficiency of operations and obtained millions of dollars in financial benefits.
These projects have included consolidations, collocation, obtaining child care
services, expanding parking facilities for veterans and employees, and re-direct
operational funds from managing golf courses into direct medical care. in
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addition to achieving significant cost savings, these projects have added

substantial private investment to support the Department's capital assets,

provided new long-term sources of revenues, and created jobs and tax revenues

for the local economies. Recently completed projects at VAMCs Indianapolis,

Indiana and Mt. Home, Tennessee demonstrate the benefits of this authonty.

¢ The Department recently executed an Enhanced-Use lease for the
development and operation of a state-of-the-art, co-generation energy plant
at the James H. Quillen Veterans Affairs Medical Center (Mountain Home),
Johnson City, Tennessee. In addition to providing energy services to the
medical center, the energy plant will also sell energy services to the East
Tennessee State University James H. Quillen Medical School and to the City
of Johnson City The project will result in a 25% reduction in energy usage at
the medical center, require no capital funding, provide significant operational
cost savings and generate revenues. Energy savings and revenues from this

project will be used to support a new CBOC thus improving customer service

* The Department also used the Enhanced-Use leasing authority as a means
of obtaining skilled nursing services at the Richard L. Roudebush VA Medical
Center in Indianapolis, Indiana Following a national competition, Beverly
Enterprises, Inc was selected to finance, construct and operate a 94-bed,
skilled nursing home care facility on the Medical Center campus for the
purpose of providing skilled nursing services to the VAMC on a priority basis.
Beds that are not used by VA patients will be available for use by the general
public Specialty services will also be provided for Aizheimer's, Parkinson's
and for other gero-psychiatric patients This lease enables VA to avoid using
scarce capital resources to construct a nursing facility. It also provides for the
Medical Center to obtain revenues from non-VA users and other shared
service arrangements with Beverly. VA's cost per bed will be about 30%
below similar costs for placing patients in local community nursing homes,
with no minimum VA patient guarantee or obligation.

Other Enhanced-Use initiatives currently underway include medical and
research facilities, VBA regional office collocations, assisted and specialty
housing, child development centers, energy plants and parking garages

As we implement the expanded authorities provided by the Millennium Act
we are taking steps to streamline the leasing process We are currently
reviewing the recommendations made by a task force of principals from key
offices and medical centers to expedite the approval process for Enhanced-Use
leases. We expect to implement these recommendations this spring While the

program has achieved some level of success, it has limitations, namely market
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demand, compatibility issues and VA mission requirements. By understanding its
strengths and constraints the Depariment is moving toward further application of
this authority as one tool in its capital asset program.

Although this authority bypasses the Stewart B. McKinney Homeless
Assistance Act, of which it is the Administration’s policy not to bypass, VA is
extremely cognizant of taking into account the needs of the homeless and
provides funding for such programs as VA's:

o Loan Guaranty for Multifamily Transitional Housing for Homeless Veterans

Program

« Domiciliary Care for Homeless Veterans

+ VA's Compensated Work Therapy/Transitional Residence Program
(CWT/TR)

+ Homeless Chronically Mentally lll Program.

Con n

Mr. Chairman, our objective is to ensure that VA's capital assets support
our clinical, research and educational missions and evolve quickly to keep pace
with our transformed health care delivery systems. These capital assets must
also be utilized in ways that bring the greatest value to the Department at the
lowest cost. We believe the initiatives that | have discussed here this moming
will help in moving the Department forward in this area. This concludes my
opening statement and | would be pleased to answer any questions you or the
members of the committee may have.
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STATEMENT OF
GORDON H. MANSFIELD, EXECUTIVE DIRECTOR
PARALYZED VETERANS OF AMERICA
BEFORE THE
SUBCOMMITTEE ON HEALTH,
HOUSE COMMITTEE ON VETERANS' AFFAIRS
CONCERNING
DEPARTMENT OF VETERANS AFFAIRS CAPITAL ASSET NEEDS
IN REGARDS TO MISSON CHANGES AND REALIGNMENT

APRIL 8, 2000

Mr Chairman and members of the Subcommittee, thank you for the opportunity
1o present the views of the Paralyzed Veterans of America (PVA) on the
Department of Veterans Affairs (VA) capital asset needs with regard to potential
mission changes and the realignment of health care facilities. These 1ssues
hinge on the concept of how, why, and where we expend taxpayer doflars in the
provision of medical services for veterans We believe it is paramount that these
dollars are expended wisely and efficiently, while ensuring — no matter what the
cost or changes to the infrastructure of the VA health care system — that veterans

will continue to receive appropriate, timely, and quality health care service

This issue gained some dubious notoriety last year with the General Accounting
Office (GAO) statement that VA could or might be expending - using their words
~ “potentially as high as $I million per day on unneeded buildings ” While the
GAO further stated that it was “not possible to say with certainty what the level of

savings could be,” admitting that the $1 million dollar figure was more conjecture
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than fact, the statement took on a life of ts own as the gospel truth  We believe it
1s important to address this issue squarely It I1s also important to avoid rushing
into broad realignment scenarios based on the notion that VA is being wildly
profligate, wasting taxpayer dollars Nor can VA solve its ongoing financial woes
by merely closing and selling off facilittes The GAO also stated that VA “could
spend as much as” $4 billion annually for asset operations and maintenance
costs It is clear that one cannot provide health care without a place to provide it
in If there is a rush to alleviate some of this cost, there should also be caution to
ensure that VA does not pay the same amount, or more through higher
vouchering or contracting costs to cover somebody else’s bricks and mortar,

electricity and heating costs

Because of health care realignment and lack of construction and renovation
dollars, VA's infrastructure inventory and needs have changed dramatically

Most of this change, marked by the shift from inpatient to outpatient care, has
occurred in the last three years At some point, if that point has not already been
reached, this trend will stop Not all care can, or should be, provided in an
outpatient setting VA needs to maintain its core inpatient capability to maintain
cohesion as a viable health care system able to provide the full range of services
to veterans The tertiary acute care medical center, practicing medicine in the
environment of academic medicne and advanced medical research, is the
hallmark of the VA health care systemm  Downsizing that role by relegating VA
medicine to a conglomeration of scattered outpatient clinics or contract providers
mught provide convenient access to some services, but does not ensure quality
health care for all Particularly at risk are veterans who rely on the VA for
specialized services such as spinal cord injury care, that can only be provided in
an inpatient setting and cannot be found anywhere outside the VA Any
reahignment decision being considered or adopted must make certain that the
core missions of the VA health care system, such as these specialized services,

are protected and enhanced



93

CARES

The VA has already begun to implement an initiative, Capital Asset Realignment
for Enhanced Services (CARES), to design potential realignment scenarios
nationwide This proposal provides considerable fatitude for local steering
committees to tailor the changes that are being proposed in service delivery to
the local health care market and the projected needs of the veteran population
The process also calls for active stakeholder involvement that is paramount for
any realignment process being considered Every VA medical facility has unique
characteristics influenced by its community, range of services, and patient
population Initially, decisions affecting potential realignment or closure of
facilities should be made at this particular level We strongly believe that this
process must have central guidance and oversight to make certain that the
overall mission of the VA is not eroded, and that certain standards can be applied
to protect core missions and the full range of services to core populations.
Protections are needed in the process to ensure that locally made decisions are
not generated purely by cost reduction incentives to the detriment of the veteran
patient and the VA system as a whole The process must utilize a wide range of

cntena

PV A has identufied a number of critena that we believe are essential for assessing any
facility, whether for realignment or for closure. These criteria address both external and
internal factors, are both qualitative and quantitative, and, taken as a whole, are designed
to ensure that veterans will continue to have access to quality, timely health care.

Specifically, PVA recommends, as a minimum, the use of the following criteria:

o Proximity to other VA facilities
« Relationship with other non-VA facilities

¢ Quairtative Factors
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Affiliations

Political Support

Alternatives for care

Age and condition of facilities
Value

Relationship to the community
Potential for shanng

¢ Quantitative Factors

Vacancy Rate

Occupancy Rate

Gross Utilization

Number of Veterans Served
Number of Veterans Admitted

« Avallability and Protection of Core Missions and Specialized Services as
Spinal Cord Dysfunction Care

The process must ensure, as well, that any savings or revenue generated by
realignment must be protected and ploughed back into enhancing services in the

same area

Veterans Service Organization involvement

Stakeholder involvement is the most important component of any realignment
process Any local or national realignment plan can easily be doomed without
the active participation of veterans’ organizations and other stakeholders at every
step In the process The GAO, last year, criticized the participation of system
users and service providers as having too many vested interests to be able to
make tough independent decisions But, as the name suggests, we are looking
at the “VETERANS Heaith Administration ” Veterans, and veterans service
orgamzations, have every nght, and even a moral obligation to make certain that

the welfare and health care services for all veterans are fully protected

The GAO praised last year's realignment process in Veterans Integrated Service
Network (VISN) 12, in part, because there was very little stakeholder
invoivement From our standpoint, also in large part because many stakeholders

were excluded from the process, the VISN 12 plan was a complete disaster
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One of the resulting proposals called for the elimination of all acute care at the
Hines VA Medical Center. At the same time, it proposed leaving the Spinal Cord
Injury Center in place at Hines. it s medically untenable to have an SCli center
located without direct acute care support to provide the on-site multidisciplinary
services SCI patients require It is even contrary to VA's own manuals to leave
an SCl center isolated without acute care support in this fashion Obviously, with
this plan, as it was devised, the consultants gave no thought to preserving the
integrity of one of the VA's core missions - its specialized services in SCI care.
Likewise, the plan gave no thought to the statute initiated in this Subcommittee

mandating that the VA maintain the capacity of its specialized services

Mr Chairman, | cite the Chicago plan as one example of how much damage can
be done if a health care realignment process is camed out with only any eye for
the bottom line and not the best interest of the VA or the veterans it has been
designed to serve. As the VA begins to go down this road, all deliberation must
be used to ensure that the VA does not begin to reinvent itself into something it

should not be, nor was ever intended to be

This concludes my testimony | will be happy to respond to questions.
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Information Required by Rule XI 2(gX4) of the House of Representatives

Pursuant to Rule X1 2(g)(4) of the House of Representatives, the following information 1s provided
regarding federal grants and contracts.

Fiscal Year 2000

Generul Services Admi —P1 jon and p of semi ding impl ion of
the Americans With Disabilities Ac1 2UsC. §1210| and requirements of the Umform Federal
Accessibility Standards — $30,000.

Federa! Aviation Administration — Accessibility consultation — $8000.

Department of Veterans Affairs— Donated space for veterans' representation, authorized by 38 U.S.C.
§5902, — $240,000* (estimated amount, as of December 31, 1999).

Court of Veterans Appeals, administered by the Legal Services Corporation — National Veterans Legal

Services Progr $65,000 (esti d amount, as of December 31, 1999).
Fiscal Year 1999
General Services Admni: —Pn ion and p! ion of garding implementation of

the Americans With Disabilities Ac1 2USC. §12]0I and requirements of the Umforrn Federal
Accessibility Standards — $30,000.

Department of Veterans Affairs— Donated space for veterans’ representation, authorized by 38 U S.C
§5902, — $975,000* (estimated amount).

Court of Veterans Appeals, administered by the Legal Services Corporation — National Veterans Legal
Services Program— $240,000 (estimated amount)

Fiscal Year 1998

General Services Admini and p ion of seminars regarding implementation of
the Americans With Disabilities Act QUsC. §lZ]0| and requirements of the Uniform Federal
Accessibility Standards — $15,000.

Department of Veterans Affairs— Donated space for veterans' representation, authorized by 38 U.S.C.
§5902, — $975,000° (estimated amount).

Court of Veterans Appeals, administered by the Legal Services Corporation — National Veterans Legal
Services Program— $240,000 (estimated amount).

. This space is authorized by 38 U S.C. § 5902 These figures are estimates derived by calculating
square footage and associated utilities costs. It is our belief that this space does not constitute a federal
grant or contract, but is included only for the convenience of the Commitiee.
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STATEMENT OF

DENNIS M. CULLINAN
DIRECTOR, NATIONAL LEGISLATIVE SERVICE
VETERANS OF FOREIGN WARS OF THE UNITED STATES

before the
SUBCOMMITTE ON HEALTH
COMMITTEE ON VETERANS' AFFAIRS
UNITED STATES HOUSE OF REPRESENTATIVES
WITH RESPECT TO

CAPITAL ASSETS PLANNING AND BUDGETING
WASHINGTON, D.C. APRIL 5, 2000
MR.CHAIRMAN AND MEMBERS OF THE SUBCOMMITTEE:

The VFW is both pleased and gratified to play a role in today's important discussion. As an

organuzation comprised of nearly two-million combat-theate the V. of Foreign Wars 15

obviously greatly concerned with all aspects of the VA's budget, including capital assets needs,
planning, and budgeting.

The VA construction budget includes Major Construction, Minor Construction, Grants for
Construction of State Extended Care Facilities, Grants for State Veterans’ Cemeternies, and the Parking
Garage Revolving Fund.

The VFW is deeply troubled that the President's Budget for FY 2001 would only provide $62
mullion for Major Construction Projects, $114 million less than is prescnbed by the IB as bemg
necessary to meet true need in this vital area. Similarly, the President's funding for
Minor Projects falls $29 million below the IB level of $191 million. In total, the Administration's
budget for VA falls $161 million below the funding level IB has identified as being absolutely
essential to properly accommodate current construction needs while preparing for the future.

Inadequate funding of the Major and Minor C: i has ised VA’s
ability to provide high quality patient care in safe and cluncally nppmpnnte physlcal seftings.

We note that insufficient resources and having to partially or even totally fund renovation and
facility conversion projects with non-construction dollars have led to cost-cuting methods that are
neither fiscally efficient nor clinically sound.

Congress must ensure that there are adequate funds for both the Major Construction and Minor
Construction progr so Vi Health Administration (VHA) may address urgently needed
projects and the sy 's anti d 1nfy

VA is forced to divert scarce resources that could otherwise be spent on patient care programs to
the mai of its large i y of vacant buildings.

The VFW recommends that VA must restructure its capital assets to ensure the delivery of high
quality and timely care to all cnmlled vc«cmns while mnmmmng its legislatively mandated missions.
VA must also develop a sy app h to acquiring complete factual information and
providing unbiased analysis to support the di p All re resulting from the
divestiture of capital assets must be rei d in *

Prost
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Page2

The Veterans’ Integrated Service Networks (VISNs) need to undertake more extensive
construction planmng, and national managers must oversee this process. Again, the VFW recommends
that Congress increase construction budgets to allow appropriate program consolidations, facility
realigr and other chang y to implement VA’s changing national health-care strategy
Network directors must have the authority and flexibility to alter their construction projects based on

changing operational needs without fear of losing already approved constructions.

As already mentioned, the President’s Minor Construction budget recommendation is inadequate
to meet the needs of VA's vast and aging infrastructure. Congress should fund the Minor Construction
at the 1B prescnibed level of $191 million to ensure that needed facility renovations and repairs are
leted in a timely

P

Pl

We will now address the V Health Admnistration Capital Asset Realignment for
Enhanced Services (CARES) Program. The VFW 1s not tied to “bricks and mortar,” but we are
insistent that the Veterans Health Administration provide quality, accessible, timely health care for tus
Nation’s veterans. We realize that the VHA physical infrastructure was designed for inpatient care
and, in most cases, does not meet the needs of today’s health-care delivery system. We fully believe
that a strategic realignment of these capital assets is needed to improve both access and timely service.

We encourage VA to continue forward with this bold process because we believe, if done
propetly, it can and will be beneficial for veterans. We msist, however, on being a part of that process.
This drafi directive is a step in the right direction because it seems to bring balance among the Network
level, the corporate level, and stakeholders® involvement. If this directive is implemented as written it
will go a long way 1o ensure that a smooth process is achieved. Any process of this type, however, is
doomed to fail if local stakeholders are not included m the planning and decision-making process at the
Network level, and National stakeholders are not included in the planning and decision-making process
at the headquarter level.

The VFW at the National level wants to be notified earlier of any CARES instiatives.
Specifically, we want to be appraised when local organizations are told. This will allow us to more
effectively work with our local constituents.

The network “Self Assessment Survey” is a good vehicle n add | reali of
facilities. However, we suggest the addition of “Potential Impact on Vemans" and “Polem.lal Impact
on Families of Veterans” be added to the survey.

Once again, Mr. Chairman, we thank you for this opportunity to lend our voice to today's most
important di ion. This concludes my statement. [ will be most happy to answer any questions you
may have Thank you.
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STATEMENT OF JACQUELINE GARRICK, DEPUTY DIRECTOR
NATIONAL VETERANS AFFAIRS AND REHABILITATION COMMISSION
THE AMERICAN LEGION
BEFORE THE
SUBCOMMITTEE ON HEALTH
COMMITTEE ON VETERANS’ AFFAIRS
U.S. HOUSE OF REPRESENTATIVES
ON
THE DEPARTMENT OF VETERANS AFFAIRS CAPITAL ASSETS

APRIL 5, 2000

Mr Chauman and Members of the Sub

The Amencan Legion appreciates the opportunity to present its views on VA's capital
asset needs, planning, and budget; the proposed Fiscal Year 2001 medical construction budget;
and the mission changes and realig of VA medical facilities.

y
The Amencan Legion's position on the future of VA is clear and emphatic. In 1999, the
National Executive Committee passed a resolution to “Oppose the Systematic Closing of VA
Medical Centers.” According to the resolution, “The American Legion does not believe VA
should close any of its existing medical centers simply as a method of generating savings The
Amenican Legion does not believe there is one VA hospital that 15 not needed in some capacity
and supports maintaining a viable presence at all of its existing health care facilities and the
enlargement of VA health care through the GI Bill of Health™ Untl all of America’s veterans
and thewr dependents can enroll in VA through vanous health plans and funding mechanisms,
then 1t is premature to be discussing the closure of VA facilities, which seems to be the intent of
a recent VHA draft directive on the Capttal Asset Realignment for Enhanced Services (CARES)
Program. According to the draft directive, “A CARES imtiative 1s a capital disposal,
quisition, or realigy resulting from a facility closure or a sigmficant mission change.” It
seems that CARES 1s becoming a means to solving VA’s probl through obl rather
than as a tool for enhancement.

The American Legion realizes there are some serious problems m the delivery of VA
health care. Dunng site visits to the Veterans Integrated Service Networks (VISNs), The
American Legion has noted chnic appomntment delays well beyond the VA benchmark of 30
days In some networks, these waiting tumes are upward of 200 days for an appointment.
However, The American Legion can not help but observe during these visits that some buildings,
which are currently vacant and 1dle could be used for patient care. If VA were able to operate
the additional physical-plant space for the clinics and professional staff were available, then
veterans might not be waiting as long to schedule chinic appointments or surgery, nor would they
be waiting for an hour or more to see a provider.

Today 1n Amenca, many of the hospitals that we have come to know as the bastions of
healthcare have been operating in thetr communities for several decades as well. Thomas
Jefferson University Hospital has operated in Philadelphia since 1824 In New York, the New
York Hospital originally established in 1771 has been housed 1n its current buildings since 1929,
Bellevue Hospital, which origs d as a Pnison, has been operating at its location since the
1790’s. Mount Sinai Medical Center has been operating at its location since 1855. The world-
renowned Mayo Clinic still is housed within the original Saint Mary’s Hospital opened in 1889.

Obviously, the physical str of these hospitals and many others around the country have
needed upkeep and remodeling over the years, which is expensive and, yet, no one has labeled
them 4 ded” or has proposed closing them. At a time when VA 15 taking many of the

lessons learned 1n the private sector and applying those management principles to VA, it would
seem prudent to also apply the infrastructure maintenance efforts employed in the private and
non-profit sector The intnnsic value of these hospitals is seen far beyond their structural and
maintenance costs. Why should VA hospitals be seen in any different light?

Much of the space that is going unused by VA is newly constructed areas housed mside
existing hospitals. In Chicago, the Lakeside facility has a newly constructed Intensive Care Unit
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(ICU), but only enough activating dollars for three of the seven beds. Five state-of-the-art ICU
rooms sit empty. Does this mean that an aging veteran's population does not require such care?
No. It is an indication that the VA system does not have enough money to care for veterans in
the most appropnate setting as possible. It means veterans at Lakeside are sent over a bridge to
Northwestern at Medcare rates for additional ICU care. In Maine, it means veterans nde for four
hours from Boston with post-operative sepsis because the Togus VA can not afford to do the
surgery there, while space 1n Togus remains empty. In VISN 18, 1t means there is no long-term
mental health care available in the entire network, even though there 1s certainly space available.
The American Legion cannot help but wonder if this is what Congress had in mind when
balancing the federal budget.

Since eligibility reform, VA performance data indicates that the number of veterans
enrolled and using the system continues to increase. Veterans receiving care at VA went from
3,006,833 in FY 1998 to 3,610,030 in FY 1999. The demand for VA care should contmue to
increase as the baby-boomer generation ages. Vietnam veterans will reach their peak need for
long-term care in 2030 as predicted by the 1995 White House Conference on Aging. This, then
should be the strategic planning horizon for VHA as 1t evaluates its needs for space utilization
and resource allocations.

The VA health-care system ameliorates the health status of veterans and many other
citizens. It 1s also an American healthcare bastion that needs ballast and investment. At this
point in time, The American Legion does not beheve that all that can be done has been done to
accomplish this goal. The American Legion developed the GI Bill of Health, which would bnng
more paymg customers (veterans and their families) into VA healthcare through private
insurance programs, TnCare, Med Subvention, and a premium-based plan. These
additional patient populations would expand the scope of VA care, making it more stable and
better equipped to provide care to more veterans. By including Department of Defense and
Medicare/Medicaid beneficiaries in the VA health care system and those resources, then VA

would be able to enh other progr like its homeless program or Compensated Work
Therapy operated by Psychosocial Rehabilitation. The available space at many VA facilihes
could then be used to house, train, and treated h less veterans, expand access to women

veterans (especially if more wives were using VA) and provide the genatric services that were
Jjust expanded under PL 106-117. The American Legion believes it would be infelicitous to do
anything else before enacting the key components of the GI Bill of Health and certainly it 1s
p to be idering the disposal of any VA property.

While no decisions have been made at this time to close any VA medical centers, it is
unmistakable that the CARES Initiative’s pnmnry purpose is to dlspose of VA property. It IS
hoped that section 301, R : cal Faciliti
the Veterans Millennium Health Care and Beneﬁts Act wﬂl provide congresslonnl prolectlon of
VA hospitals as part of the CARES process. The Amencan Legion requests that as this process
Inevitably goes into effect that the Veterans’ Scmce Organizatton (VSO) commumty be

luded in the d ion and be all d to p y on these prop g Itis
critically important, if implemented, that VSOs receive all information relative to CARES m a
timely manner. The individual or individuals responsible for liaison with the VSOs should be
intimately familiar with working within this environment.

The American Legion supported opening up the discussion on better utihzation of VA
space, through the Veterans’ Millennium Health Care and Benefits Act. This measure contained
elements targeted at capital asset mnnngernem issues, such as improving access through facility
realignment and ded d use applicati it was with the understanding that these
initiatives would broaden access to vewnns, but not close VA hospitals. However, in the most
recent CARES draft directive sent to The American Legion by VA the mmatwe seems more of
a “postmortem” action as the result of a facility cl or sigl hange. This, by
resolution, The American Legion can not support.

Flacal Year 2001 Medical Construction Budget

The American Legion's National Ficld Service makes regularly scheduled visits to VA
medical facilies. These visits are intended to identify problem areas regarding the ongoing
operations of the Veterans Health Administration. In the course of these visits, the field service
representatives review the facilities major and minor construction needs.
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Addluonally, The American Legion’s staff and VHA's Ofﬁce of Facilities staff meet on a
regular basis to review priority construction requi Th h a bination of the field
service site visits and the regular staff meetings, The Amcncan Legion identifies priority
construction requirements within VHA. The American Legion draws on this process in making
specific construction recommendations.

The American Legion supports a prionty ranking process for VHA construction projects.
As we have testified on a ber of Just b no new or replacement medical
centers are required within VHA, many major projects are still necessary. VHA identified new
major construction requirements of $260 million for FY 2001 Yet, when the President's FY
2001 budget was released on February 7, only $62 million for major construction was
recommended. This low figure will exclude many worthwhile projects. The American Legion
believes the Congress should fund, at a minimum, the major construction projects recommended
in our FY 2001 budget testimony at a $200 milhon level. These include seismic projects at
VAMCs Long Beach and San Diego, in addition to VAMC Palo Alto. A recent mandated
review determined that VHA has 69 patient care buildings, totaling 2,300 beds that require
seismic renovations. There 1s also a compelling need to renovate various buildings at the
Brecksville Division of VAMC Cleveland, OH and to construct a new spinal cord injury unit at
VAMC Augusta, GA.

There is also a need for many mmor construction imtiatives. It is illogical that VHA
would require less minor construction funding for its acc lating needs than 1t received just a
few years ago. VHA has an aging physical plant system. Additionally, the significant
conversion from inpatient to primary care creates an ongoing requirement to improve outpatient
utilization. It follows, therefore, that many VHA facilities require considerable renovations and
modermzation to conform to the new primary care medical model. The Amencan Legion also
recommends a minor construction budget of $200 million for FY 2001.

In the final analysis, Congress must make its own assessment of VHA's construction
requrements and provide appropriate funding. The Amencan Legion does not believe that
munor construction-funding levels should be reduced at a tme when VHA 1s still making the
transition to primary care. Congress should use the examples from the private sector hospitals -
Thomas Jefferson University Hospital, New York Hospital, Mount Sinai Medical Center,
Bellevue Hospital, and the Mayo Clinic - as a bluepnint for maintaining and preserving vital
health care structures.

Overall, the health care industry in America is ly ch ing as new technol
and therapies enter the medical marketplace, and VA 1s part of that flux It does make sense then
for VA to be evaluating 1ts capital assets, needs for technology, and enhancement of resources.
However, it does not make sense for VA to be closing faciltties when so much more can be

lished by expanding access to families, Medicare subvention, DoD and TriCare
shanng, and other revenue gencraung plans. Once a facility 1s closed, and property disposed, the
revenue generated is a one-time deal that can not be undone. The American Legion sees the
closing of VA facilities as the erosion of the VA health care sy and the eradication of
specialized care for this nation's disabled veterans,

Mr. Chawrman, that concludes thus statement.
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Post-Hearing Questions
Concerning the April 5, 2000, Hearing

for
Dr. Frances Murphy
Acting Deputy Under Secretary for Policy and Management
Veterans Health Administration, Department of Veterans Affairs

from
The Honorable Lane Evans
Ranking Democratic Member, Veterans Affairs’ Committee
U.S. House of Representatives

1. Dr. Murphy, GAO belleves that VA’s leadership needs to define more
specific and objective criteria that will allow networks to justify the
outcomes of thelr planning processes. Do you believe this would be
helpful? If so, what types of standards might Headquarter’'s use?

Answer: VHA agrees with the need to develop objective and measurable criteria
that can be used to evaluate the service delivery options and the associated
capital realignment proposals that will result from the Capital Asset Realignment
tor Enhanced Services (CARES) process. As requested by the Subcommittee,
VHA is committed to the development of objective, measurable evaluation criteria
and a rating scale that will allow VHA to quantify the degree to which each option
or recommendation satisfies the decision criteria. The evaluation and ranking
methodology being considered by VHA is based upon the methodology that VA
uses for evaluating and ranking the Department's major capitat investment
proposals by the VA Capital Investment Board (VACIB). Over the next 30 days,
VA will develop the draft weighting criteria and an outline of the decision model.
VHA will involve other Department Administrations and offices, and GAO, and
seek advice of VA stakeholders in this process. VHA will provide a report to the
subcommittee in 30 days that will identify draft evaluation criteria and will outline
the process to involve stakeholders in the development of criteria weights,
specific identification of quantifiable sub-criteria, identification and linkage of
specific data to each of the sub-criteria, development of rating scales for
evaluating the proposed options and incorporation of all of this into a
methodology that will be used to evaluate CARES study recommendations. The
final report and completed methodology, including specific criteria and sub-
criteria with relative weights and the rating scales wilt be provided in 60 days.

2. Dr. Murphy, | understand that my staff requested information about the
minor construction projects VA is funding for FY 2000, but VA was not able
to coordinate this information In time for the hearing today. If this
information Is not readily available to HQ staff, how is this proceas being
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overseen? What exactly is VA's approval process for minor construction
projects?

Answer: VAHQ staff reviews and approves the VISN operating plan for minor
construction projects each year. This approved list of projects is readily available
to HQ staff. No project can be funded that is not on this approved operating plan.
These plans, however, include an “over-subscription” of approximately 30%.

This means that the list of projects on the approved operating plan exceeds
available budget allocations by approximately 30%. This oversubscription allows
the networks to obligate all of the minor construction funds they are allocated
each year while accounting for delays during project development that are
unavoidable. A list of projects that had been actually funded (obligated) from this
list of approved operating plan projects was not readily available when requested
by your staff. In order to provide this information it was necessary to run a query
of the two data bases (i.e. the approved operating plans against the actuat
obligations in the Financial Management System (FMS) database). This list of
funded minor construction projects in each VISN since FY 1999 is attached. Also
attached is a White Paper describing the selection/approval process for VHA
minor construction projects.

3. VA has established 388 community-based outpatient clinics in recent
years. How many more do you belleve will open? Do you have any ideas
about what types of services facllity directors might be cutting to support
80 many new clinics?

Ansgwer: The Strategic Plans submitted by VISNs last year identifled plans for a
total of 659 CBOC's by FY 2003. Depending on availability of resources in FY
2001, we may reach that level in FY 2001 or 2002. When the strategic plans are
updated this year, we would expect the outyear projections for CBOC's to
increase above this level. Facilities have generated resources for new CBOC's
from a number of sources including, closure of unnecessary inpatient beds,
reducing or streamiining administrative support processes, implementing more
efficient care management strategies, pharmacy benefits management
efficiencies, and from additional resources provided by the appropriations acts.

4. Since FY 1996, VA has opened many new community outpatient clinics,
and at the same time it has closed a number of its women's clinics. Cen
you expiain this trend? If not, is VA taking steps to remedy it?

Answer: One of the benefits of establishing Community Based Outpatient
Clinics (CBOCs) was to provide alterative sites of service to the existing medical
centers as well as make VA health care more accessible to veterans. Some of
the medical centers originally designed their Women's Health Clinics to provide
gender-specific specialty care e.g., gynecology exams, Pap, general reproductive
health care, breast care, and sexual trauma screening for women veterans.
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With the shift from specialty to primary care the trend has been to mainstream
women'’s health as well as other specialty clinic patients into existing primary
care clinics or teams. Many interpret this mainstreaming of women's health into
primary care as a move to eliminate the women's clinic when, in fact, the
individual needs of these women are being met in clinics of another name or
type. Most of the primary care teams have designed private waiting rooms for
women veterans and meet other needs women may have surrounding privacy
issues. It should be noted that many primary care clinics have a specific team
devoted to the delivery of primary care to women veterans exclusively and those
that do not, often have at least one health care provider on the team that
specializes in women's health care.

It is true that the number of separate women's health clinics has decreased from
98 in FY 1996 to 92 in FY 1998. There is however, no direct correlation between
the number of women’s clinics and the number of CBOC's. CBOC's were
developed to improve access to all veterans, women included, who live in remote
areas to eliminate the need to travel great distances to VA medical centers for a
brief clinic appointment. The CBOC's were never envisioned to provide
comprehensive or specialized health care services, but rather serve as primary
care access points.

The women's clinics that were designed to provide comprehensive primary care
to women including gender-specific health care are consistent with the direction
the VA health care delivery system is moving. The Deputy Under Secretary of
Health has recently charged a Women Veterans National Strategic Work Group
with the responsibility of evaluating the primary health care delivery models
where women are receiving care and recommend creative alternatives to ensure
that women veterans receive appropriate, accessible, coordinated and
compassionate health care services.

5. As you know, the House-passed version of the Veterans’ Millennium
Health Care Act had an enhanced services provision which shares some
similarities to the CARES initiative VA has proposed. [t also may have
some Important differences. Under the CARES inltiative, will savings be
retained locally? Would employees have protection if they were dispiaced
In implementing the plan?

Answer: Under the proposed CARES initiative, operating savings resulting from
implementation of a CARES proposal would be retained at the local network and
used to enhance veterans' health care within that local network. Likewise,
proceeds from sharing agreements or enhanced-use lease agreements would be
retained at the local network. These revenues would also be used to enhance
veterans’ health care services in the iocal network.

With regards to employee protection associated with potential closures, mission
changes and down-sizing of VA health care facilities resulting from CARES, VHA
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has existing policies in place that would provide protection for employees that are
displaced in implementing the plan. On September 12, 1995, the President
issued a memorandum requiring all Executive branch agencies to develop career
transition assistance programs to help their employees affected by reduction in
force. The Office of Personnel Management (OPM) issued regulations
establishing a new Interagency Career Transition Assistance Plan (ICTAP)
requiring agencies to establish Career Transition Assistance Plans (CTAP). VA’s
CTAP was issued consistent with OPM'’s government-wide regulations and
consists of three parts:

1. Providing over a dozen career transition services to assist all VA employees
affected by downsizing;

2. Giving special selection priority to agency surplus and displaced employees
{those who have been identified for separation by reduction in force) who
apply for competitive service agency vacancies in the local commuting area;

3. Maintaining a Reemployment Priority List (RPL) to provide rehiring priority to
displaced VA employees. RPL assistance is available as soon as an
employee has received a RIF separation notice and for up to 2 years after
separation.

ICTAP is a new system that requires agencies to select displaced employees for
vacancies in other agencies when the employee applies directly for the vacancy
and is determined by the agency to be well-qualified for the job.

8. Why should Capital Asset planning begin in the network? Even under a
decentralized management system, shouldn’t VA's leaders have an idea of
how Its fleld managers are using resources across the nation?

Answer: VHA’s National Strategic Planning Guidance identifies VA’s corporate
goals, VHA mission goals, strategic targets, performance measures, and VHA
values. Together, these define the strategic planning requirements and
framework for VISN plans. Within this framework, VISNs formulate a specific
plan for best meeting those goals in the context of the local health care
environment and the network’s individual strengths, opportunities, and
weaknesses. This flexibility to allow local health care decisions is essentlal to the
Veterans Integrated Service Network concept. Capital Asset plans are linked to
specific network operating strategies and performance objectives that are
identified in their network strategic plans and therefore support the corporate
goals and objectives.

Capital investment decisions at the VISN reflect national goals, strategic targets
and program requirements. Major capital investment proposals require
submission to the Department’s Capital investment Board for evaluation and
approval prior to funding. VISNs submit operating plans for the minor
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construction and the non-recurring maintenance programs so that VA senior
managers are aware of how these resources are being used across the nation.
Selected investment decisions within the Minor and NRM programs also undergo
a formal validation review by VHA headquarters staff to ensure that investment
decisions are made to spend scarce capital program funds on buildings or
programs that reflect the current and future priorities of VHA and the department.

7. Do you agree that VA needs to perform a thorough needs assessment
and have its headquarters create guidelines for restructuring based on
filling these needs? Why or why not?

Answer: As noted in the response to question #1, VHA agrees that achieving
excellence in providing veterans' heatth care is one of the prime criteria that
should be used to evaluate realignment proposals resulting from CARES studies.
In order to achieve excellence in meeting those needs, we must first have a ciear
understanding of what those needs are. The CARES studies will assess the
health care needs of veterans in each network and then identify service delivery
options and capital alignments to better meet those needs. As noted above,
VHA has committed to the development of objective and quantifiable evaluation
criteria that are linked to specific health care data and patient outcomes. VHA
senior management will weight these criteria and develop rating scales that will
determine how well a particular service delivery option meets the identified
evaluation criteria. The weighted decision criteria and the rating scales will be
incorporated into an evaluation methodology or decision model that VHA will use
to evaluate restructuring proposals. The consultants selected to perform the
CARES studies will be provided with the criteria and the decision methodology
and, in conjunction with the network and the Capital Asset Planning Committees
to be established in each network, ensure that all service delivery option and
capital realignment proposals identified in the CARES process address each of
the decision criteria.
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Attachm tign 2
White Paper
Minor Capital Initiative Prioritization/Selection Methodology
April 14, 2000

The process for selecting Minor capital investment proposals for funding is
decentralized to the networks. Minor capital initiatives are prioritized and
selected based on the network’s assessment of how well a proposed initiative
supports their performance plan measures and the correlation or linkage of an
investment proposal to the Network Strategic Business Plan. Each network has
developed a methodology for evaluating, ranking, and selecting capital initiatives.
These methodologies are unique to each network but all of the methodologies
share common core evaluation criteria. Included in these criteria are : Customer
Service, Return on Taxpayer Investment, Risk, Alternative Analysis, and
Strategic linkage. Network organizational structures in place to perform these
reviews also vary, but most networks have implemented processes involving a
multiple tiered review that starts at the individual medical center completing an
application, review and evaluation by a network engineering council or a similar
group, and final approval by a network executive leadership council.
Commencing with the project selections in the network’s FY 2000 Operating
Plans, a formal VHA Headquarters (VAHQ) review of selected minor capital
initiatives was also implemented. This review was limited to minor inpatient
category projects for FY 2000 but will be extended to all minor projects beginning
in FY 2001. The VAHQ review validates network investment decisions in the
context of the future mission of the affected facility or the future of the affected
pragram.

VA Headquarters provides guidance to the networks annually in February/March
for submission of capital investment proposals. Networks then issue their own
call for capital investment applications, usually in March or April each year.
Applications received in response to this call letter are then evaluated, ranked
and prioritized as described in the previous paragraph. The network Executive
Leadership Council approves selections for funding in September. The network
submits their annual operating plan, along with the schedule for project awards,
in October. These operating plans are subject to approval by the Assistant
Secratary for Financial Management (004). Typically, projects included in the
operating plans are scheduled for an actual obligation during that fiscal year.
Minor Operating Plans are oversubscribed each year by approximately 30% to
allow flexibility for project slippage or other delays in project development.
Therefore, not all projects on an approved operating plan will actually be
awarded each year but these priorities are revalidated and carried forward to the
operating plan for the following year.
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The funds for the minor program are allocated to the networks based on network
workload and geographic cost indices. The detailed accounting and tracking of
those funds are maintained at the network. The network performance monitors
include the management and obligation of minor funds. These performance
monitors are reviewed by the Chief Network Officer {CNO) with the network
directors quarterly. Only minor projects that are on the approved operating plans
may be funded. This control is ensured by the VHA headquarters budget office
at the time of request for transfer of disbursing authority (TDA). No TDA can be
processed to make an award unless the project is on an approved operating plan
that has been approved by the Assistant Secretary for Financial Management.
Obiligation of minor project funds is maintained and can be tracked in the
Financial Management System (FMS) database. VHA is currently in the process
of developing a reporting system that will match projects in the approved
operating plan database against obligations in the FMS database. This wil! allow
VHA to generate a standard report for projects in the approved plans that have
actually been obligated. These reports can be run with a manual query at this
time if there is a need to have the information. The automated report query is
scheduled for implementation later this fiscal year.
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Post-Hearing Questions
Conceming the Aprli 5, 2000, Hearing

for
Dr. Terrence S. Batliner
Director, VISN 19
Veterans Health Administration, Department of Veterans Affairs

from
The Honorable Lane Evans
Ranking Democratic Member, Veterans Affalrs’ Committee
U.S. House of Representatives

Question: Dr. Batliner, if plans go as you hope, Fort Lyon will soon be
turned over to the State of Colorado. Veterans are an aging population and
we just enacted the Veteran Millennium Health Care Act, which has some
mandates for providing long-term care and maintaining capacity of VA's
long term care system. How do you plan to fiil the holes this will place In
your Network'’s long-term care program?

Answer: The Millennium Health Care Act requires the VA to maintain long-term
care capacity nationally. It allows for local adjustments to the system so long as
the national capacity is maintained and veterans needs are addressed. The VA is
committed to maintaining that capacity.

In Colorado, we can serve veterans better by placing them in nursing homes
closer to their relatives and families. The most frequent comptaint in this VISN
over the past four years involves Fort Lyon. Relatives of residents there have
been upset about the distance to Fort Lyon from Denver, Colorado Springs and
Pueblo. They have had to drive for hours to visit their family members. This is a
hardship for the families and the veterans.

If approved, we will close 216 long-term care beds in Fort Lyon and open 40 (+ or
<) in Pueblo. We will work with nursing home residents displaced from Fort Lyon
to find suitable placements in other VA nursing homes, state veteran homes and
private sector nursing homes. This will be done at no additional cost to them. |
also want to make it very clear that we will continue, into the future, to serve
veterans needing long-term care through placements in VA run facilities, private
sector nursing homes and state veterans homes, as prescribed by law and
regulation.

There are over 20,000 tong-term care beds in Colorado. We can provide much of
the long-term care needed by veterans through coliaboration with the private
sector. Our Network data cleary indicates that the cost of a long-term care bed in
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the community is significantly less than in the VA. We provide a more intensive
level of care than most private sector nursing homes. Patients with dementia,
serious psychiatric disorders and those patients that can benefit from physical
and occupational therapy should be treated in a VA run facility. This type of
patient can benefit greatly from the type of services that we offer in house.
Custodial nursing home patients, however, can be treated very adequately in the
private sector, at locations more convenient to their relatives and in a more cost
effective manner.
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The attached Project listing represents minor projects for which there were actual
obligations made in FY 98, 99, or 2000.

The previously maintained Construction Management Information System
(CMIS) database is no longer supported by the Office of Facilities Management
for minor construction projects and an automated report showing actual
obligations by project is not currently available. The VISN Support Service
Center is in the process of developing an automated report menu for minor
construction projects that will include an automated report for showing actual
obligations. This report menu will not be operational until FY 2001.

The attached report was generated by matching projects in the approved FY 98,
99 and 2000 minor operating plan database against projects with actual
obligations in the Financial Management System (FMS) database. Projects that
appear in both the approved operating plan and the FMS database show up in
this report (i.e. projects that were approved for funding AND had actual
obligations recorded against them). Because a project may have been included
in approved operating plans in multiple years (for example design development in
FY 98, construction document preparation in FY 99, and construction award in
FY 2000), it is possible for the project to show up in this report as multiple
entries. The report has been sorted by network and arranged by project number
to makae it easy to identify those situations where obligations in more than one
year have occurred. The obligation information reported from FMS is the
cumulative obligations against that project in all years.
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