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FISCAL YEAR 1998 DEPARTMENT OF 
VETERANS AFFAIRS BUDGET 

THURSDAY, FEBRUARY 13, 1997 

HOUSE OF REPRESENTATIVES, 
COMMITTEE ON VETERANS' AFFAIRS, 

Washington, DC. 
The committee met, pursuant to call, at 9:30 a.m., in room 334, 

Cannon House Office Building, Hon. Bob Stump (chairman of the 
committee) presiding. 

Present: Representatives Stump, Bilirakis, Everett, Buyer, 
Quinn, Stearns, Moran, Cooksey, Chenoweth, LaHood, Evans, Ken­
nedy, Filner, Gutierrez, Bishop, Clyburn, Brown, Doyle, Mascara, 
Peterson, Reyes, and Snyder. 

OPENING STATEMENT OF CHAIRMAN BOB STUMP 

The CHAIRMAN. The meeting will please come to order. 
I'd like to welcome all those that are appearing today to testify 

before this committee. For the first time in recent memory, we wifl 
hear testimony concerning the budgets of the American Battle 
Monument's Commission and the Arlington National Cemetery. 

Our first panel is headed by our Secretary of Veterans Affairs, 
Jesse Brown, and we're looking forward to his statement. 

The CHAIRMAN. However, Mr. Secretary, I must tell you I am 
very concerned about your health care budget proposals. The ad­
ministration request assumes that Congress will enact legislation 
this year to allow VA to keep all the fees and health insurance col­
lections it presently deposits in the Treasury. 

It also assumes that Congress will enact Medicare subvention 
legislation which will produce over a billion dollars in the future 
years, the next 5 years. Additionally, this budget is based on an as­
sumption that VA will lower its cost per patient by 30 percent over 
the next 5 years. 

This committee will pursue Medicare subvention and retaining 
insurance collections as additions to our appropriated dollars, as 
we have done in the past. But let me remind you that the last time 
we tried to pass a third party collections proposal, I believe the vet­
erans themselves came up and objected. 

Now, maybe they're more uniform this time, and I hope so. But 
what concerns me is what happens, and I'll get to this later, if we 
don't pass this legislation by some means. Then we're going to be 
about $590 million short in health care, and I don't know how we 
can overcome that. 

I think it's unprecedented for VA health care spending to be con­
ditioned on the passage of such legislation. Mr. Secretary, I'm also 
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concerned about the veterans going to school under the Montgom­
ery GI Bill. The GI bill has probably been the most important Fed­
erallegislation passed in the 20th century. 

It has done more to create a post World War II middle class than 
any other law passed by Congress. Unfortunately, it appears that 
the budget increases nearly every other education program while 
ignoring the GI bill. And we are determined to raise this issue in 
our budget deliberations this year. 

Mr. Secretary, I'd also like to mention two other programs: the 
Cemetery System and the Benefits Administration. National Ceme­
tery Director, Jerry Bowen, recently visited Arizona and our Na­
tional Memorial Cemetery in Arizona and the Post Cemetery at 
Fort Huachuca. 

Now, our cemetery's the tenth busiest cemetery in this country 
and I want to thank him for taking the time to come to see these 
cemeteries and also express my appreciation to you for recognizing 
the needs of Arizona's only open national cemetery in this year's 
budget. 

Mr. Secretary, you've begun the process of selecting a new Under 
Secretary for Benefits, and I hope you'll try to find someone who 
can do for the Veterans Benefits Administration what Dr. Kizer is 
doing for the health care system. 

It will take someone who is willing to bring innovative ideas to 
the difficult task of improving timeliness and the quality of claims 
processing, and I hope you find such a person. 

I would now like to recognize the ranking member, Mr. Evans, 
for his statement. 

[The prepared statement of Chairman Stump appears on p. 97.J 

OPENING STATEMENT OF HON. LANE EVANS 

Mr. EVANS. Thank you, Mr. Chairman. 
I believe that the fiscal year 1998 budget proposed last week for 

the Department of Veterans Affairs is a pretty good starting point. 
It provides a foundation on which to construct a budget to meet the 
needs of our veterans. 

For example, I commend the President and the Secretary for rec­
ommending VA retain all insurance and other third party reim­
bursements that the VA collects. VA retention of these funds to 
provide veterans' health care is a proposition this committee has 
long supported. 

We should give this proposal full consideration. Our job is to 
make a fair and informed decision when the details of this proposal 
are made available. 

On the other hand, I am disappointed that a budget that cor­
rectly emphasizes expanding educational opportunities for our citi­
zens does not include an increase in the VA educational benefits. 
The strength of our Nation's economy and national security depend 
on and will benefit directly from improving education. 

It is clear to me, however, that the young men and women who 
earn their GI bill benefits through honorable military service 
should be among the first to benefit from the President's commit­
ment to improving the quality and availability of education in our 
country. 
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As Americans, we value our national honor and deeply respect 
our national commitments. If we do not keep America's promise to 
"care for him who shall have borne this battle and for his widow 
and for his orphan," our integrity as a Nation is undermined. 

It will be our task and our responsibility to ensure that the budg­
et we in Congress adopt provides the resources the VA needs to 
achieve excellent health care to veterans in a timely manner. The 
budget must provide VA the tools it needs to process claims quickly 
and accurately. 

The budget must be sufficient to ensure that vocational rehabili­
tation opportunities we provide for our disabled veterans are sec­
ond to none. The budget must ensure specialized services for blind­
ed veterans and those with spinal cord problems continue to be 
among the finest in the world. 

In short, the budget must be one that keeps America's promise 
to our veterans and their families. I look forward to working closely 
with you, Mr. Chairman, to achieve that goal. 

[The prepared statement of Congressman Evans appears on p. 
101.] 

The CHAIRMAN. Thank you, Mr. Evans. 
Mr. Secretary, let me take a second to remind those that are not 

familiar with that little green light, and I'm sure you are, that­
and we have requested that if possible, we-if you could keep your 
remarks to 10 minutes. 

Of course, as always, your entire statement will be printed in the 
record. And those statements of anyone testifying will be printed 
fully in the record. 

The members will be recognized by seniority, those first that 
were here as the gavel went down, alternating from side to side. 
And those that came in after the gavel, of course, regardless of se­
niority, will be recognized after the members that were here before 
then. 

Mr. Secretary, let me once again welcome you; and the floor is 
yours, sir. 

STATEMENT OF HON. JESSE BROWN, SECRETARY OF 
VETERANS AFFAIRS 

Secretary BROWN. Thank you very much, Mr. Chairman. 
Mr. Chairman, thank you for allowing me to present the Presi­

dent's 1998 budget request for the Department of Veterans Affairs. 
I see there were several changes in the committee since I was here 
last year, and I would like to congratulate Congressman Evans on 
becoming the ranking Democrat. 

I also would like to congratulate the new leaders of the sub­
committees, Congressmen Everett, which I will be seeing, I guess, 
in a week or two; Congressmen Quinn, Stearns, Gutierrez, Filner, 
and Bishop. 

Finally, I am glad to see all of the new members. We look for­
ward to working with all of you. 

Mr. Chairman, we are requesting $17.6 billion for medical care, 
$19.7 billion for compensation and pension payments, $818 million 
for VBA $84 million for national cemeteries, $234 million for re­
search, $79.5 million for major construction, and $166.3 million for 
minor construction. 
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The details on the total of $41.1 billion and 210,625 employees 
for VA programs are contained in my written testimony. 

I think this is a good budget because it will allow VA to continue 
providing quality care and services to our veterans and their fami­
lies. The President's proposal is innovative and historic. It builds 
on our progress and makes changes needed to operate within budg­
et realities. 

These changes and eligibility reform offer VA a great opportunity 
to expand and improve health care services, attract new revenue 
streams, and provide value to taxpayers. Our proposal includes 
some new tools to keep the system alive. 

I am pleased to report that VA will expand and improve health 
care delivery in 1998 without any appropriated increase above the 
1997 enacted level for medical care. This is unprecedented for our 
system. 

Mr. Chairman, we have been very proactive in changing the way 
we do business. And if we are to continue, we need the help of Con­
gress. Critical to this so-called baseline strategy is our proposed 
legislation to retain all third party collections. 

Retaining MCCR collections will require an offset of $1.9 billion 
dollars. The OBRA extenders that we are proposing provide sav­
ings of $3.4 billion, which means $1.5 billion for deficit reduction. 

It is also our goal to collect Medicare reimbursement for higher 
income, non-service connected veterans who choose VA health care. 
This will require legislation authorizing the VA Medicare dem­
onstration. Passage of our legislation package will permit us to ac­
complish the following: 

By the year 2002, we expect to reduce the per patient cost of 
health care by 30 percent, increase the number of veterans served 
by 20 percent, and fund 10 percent of VA's health care budget from 
non-appropriated revenues. 

These three goals are mutually dependent. We cannot accomplish 
anyone of them alone. Without enactment of these legislative pro­
posals, a straight line appropriation in 1998 would force the VA to 
deny care to 105,000 veterans and eliminate 6,600 health care 
positions. 

By the year 2002, we would have denied care to half a million 
veterans. However, under our proposal, we would provide care to 
half a million more veterans; treat 3.1 million unique patients, an 
increase of 135,000 over 1997; provide 890 inpatient episodes of 
care and 33.2 million outpatient visits. 

Mr. Chairman, we have worked hard on this proposal. And while 
it is different, if we are to accomplish our goals, we must increase 
the number of veterans that we serve. And we must be able to col­
lect and retain the MCCR revenues. 

We should no longer send this money to the Treasury. We should 
be allowed to use it to treat sick veterans. 

Mr. Chairman, this concludes my statement, and I look forward 
to working with you and the committee members to honor the com­
mitment we have made to our veterans and their families. I will 
now be happy to respond to your questions. 

[The prepared statement of Secretary Brown appears on p. 118.1 
The CHAIRMAN. Thank you, Mr. Secretary, for that statement. 
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I just have one brief question. And that is, what happens if the 
VA's plan for collecting these insurance monies or for us passing 
that bill-what happens if we don't pass that bill by the time the 
fiscal year starts? We're going to end up $591 million short. 

And would it be your intention to maybe ask for a supplemental 
or just what are we going to do? 

Secretary BROWN. Well, the bottom line is that we have to have 
that money. What we have tried to do is look within the fiscal re­
alities that we are dealing with. No longer are we going to enjoy 
the days of yesteryear when we were able to get a billion dollars 
each and every year. 

That's not going to happen. So we have to look forward to the 
future to try to figure out a way that we can continue to make our 
services available to our veterans. And in order to do that, that's 
one of the reasons why we came up with the particular approach 
that I described. 

If that money is not there, then obviously we are going to have 
to rely on the good will of the Congress to come to our aid. The bot­
tom line is that we must have that revenue. And I'm particularly 
concerned about the $600 million. 

I would like to see the legislative proposal that we submitted 
granted because we have been working for it a long time. But cer­
tainly if it is not, I would like to see the money replaced through 
the appropriation process. 

And with one caveat to that, I might say, Mr. Chairman. I cer­
tainly would hope that the money won't come from other veterans 
within our appropriation category. I just don't believe that it is fair 
to take money from one group to fund another group. 

The CHAIRMAN. Mr. Secretary, I'm sure this committee agrees 
with you on that last point. And as you know, we've gone on record 
for many years favoring the collection and retention of these, along 
with these insurance funds, along with Medicare subvention. That 
may be a little harder. 

And I realize it does not have probably any impact on the first 
year's budget, but in the out years it does. 

Thank you very much, Mr. Secretary. 
Secretary BROWN. Thank you, Mr. Chairman. 
The CHAIRMAN. Mr. Evans. 
Mr. EVANS. Mr. Secretary, you indicate that we're talking about 

$600 million next year in third party reimbursements, but that's 
less collection expenses. What amount would be left after collection 
expenses are taken into account? 

Secretary BROWN. The net effect for medical care would be $468 
million. But the reason why I talk about the $600 million, and I'm 
excited about that, because this legislation allows for us to keep all 
third party reimbursement. And we pay for the collective efforts 
out of total revenue. 

We plan on reducing that. We spend now about $125 million to 
collect about a half a billion dollars. I think that's too much. We 
are right now in the process of developing a business plan that will 
allow us to reduce our expense ratio, and I plan on using the dif­
ference to invest in additional health care for our veterans. 

Mr. EVANS. Well, the other side of the equation, how can we be 
assured that the VA won't be forced to reduce discretionary spend-
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ing·to offset third party collections that it receives? I mean, if we're 
totally successful on this, won't there be pressure on us essentially 
to see discretionary spending in the VA drop by that amount? 

Secretary BROWN. Well, in our budget-again, I would have to 
throw myself at the mercy and the good will of our congressional 
process. In our budget, we call for straight lining appropriations at 
the 1995 level-1997 level; with the caveat, of course, that we be 
able to maintain third party reimbursements and also hopefully an 
expansion of Medicare subvention. 

And if we interfere with that process, then the objectives that we 
have described-that I described in my opening statement will be 
severely compromised. 

Mr. EVANS. So your fall back contingency plan is to come back 
to us if we don't achieve our third party collection goals? 

Secretary BROWN. Yes, sir. You're the ones with deep pockets. 
Mr. EVANS. Besides the actual health care problems that we're 

facing, how are the needs of homeless veterans, women veterans, 
and minority veterans better met by the VA under the proposed 
budget than they are today? 

Secretary BROWN. Well, we have continued to maintain that 
these are high priorities within the VA. Over the last 4 years, our 
requests for additional appropriations for, let us say, homeless vet­
erans-there are 250,000 that we have out on the street each and 
every night with no place to call home. 

And we like to say that they do have a home, and it is called 
America-has increased about 100 percent. And we continue to in­
vest. We continue to try innovative things. We are forging a close 
relationship with the private sector because many of them are 
doing different tasks and we want to try to discover what is the 
right combination. 

So we would want to duplicate that. That effort will continue. 
Through the support of this committee and the Congress, we have 
offices that are mandated by Congress to respond to the needs of 
our women veterans and our minority veterans. 

And I'm very happy that we have been out on the forefront, par­
ticularly with this issue involving sexual harassment. We are in 
the process, if we have not already, mailed a letter to every one of 
our female veterans inviting them to contact us if any of these 
tragic events happened to them. 

And we'll provide a full array of services to help them get on 
with their life. 

Mr. EVANS. All right; thank you, Mr. Secretary. 
The CHAIRMAN. Thank you. Mr. Secretary, if you'd like to intro­

duce those at the table, your assistant secretaries, department 
heads, please feel free to do that at this time for the record. We'd 
be glad to have that. 

Secretary BROWN. Yes, Mr. Chairman; I didn't do so initially be­
cause I didn't want it to count against my 5 minutes. [Laughter.) 

The CHAIRMAN. Mr. Secretary, we gave you 10 minutes today. I 
thought somebody told you that. 

Secretary BROWN. We have our General Counsel, Mary Lou 
Keener; our Acting Under Secretary for Benefits, Steve Lemons; 
our Assistant Secretary for Management, Mark Catlett; Tom 
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Garthwaite, our Deputy Under Secretary for Health; and Jerry 
Bowen, our Director of National Cemetery System. 

The CHAIRMAN. Thank you. We want you to know Dr. 
Garthwaite did a good job the other day testifying before our hear­
ing on Persian Gulf Illnesses. 

Secretary BROWN. Thank you. 
The CHAIRMAN. Mr. Bilirakis. 
Mr. BILIRAKIS. Thank you, Mr. Chairman. 
Mr. Secretary and members of the staff on the panel there, wel­

come. 
Mr. Secretary, has CBO scored your portion of the budget yet? 
Secretary BROWN. No, I think we-we're still waiting on the CBO 

numbers. Yes, we're still waiting on their analysis. 
Mr. BILIRAKIS. What are you anticipating? 
Mr. CATLETT. Mr. Bilirakis, we don't directly deal with CBO on 

this. It's an OMB issue. But we don't expect any significant 
changes because these proposals are the same that have been con­
sidered before. 

Both the extenders, the extension of the savings proposals that 
are already in law for our benefits programs, and our MCCR pro­
posals, for which the level of collections in our proposal has already 
been achieved, should not be a problem. 

So we don't anticipate any major differences on those proposals. 
Mr. BILlRAKIS. Well, you know, I just wish-and I commend the 

Chairman for holding this hearing. It certainly is timely. But I 
think we all would be a heck of a lot more comfortable if we had 
the CBO figures. But we don't have, so we can't do much about 
that. 

But I know that in the past, the CBO has always scored, for in­
stance, Medicare subvention proposals as costing Medicare a sig­
nificant amount of money. And really, the only thing that we've 
been concerned with has been the DOD retirees, the DOD sub­
vention, not the-all the veterans' subvention. 

So your goal-you know, I don't think we should take the tack 
of throwing stones at the administration or at the administration's 
budget because it's a partisan thing to do or anything of that 
nature. 

I know that the bottom line for all of us, of course, is veterans 
and taking care of our veterans. And I know how you feel about 
that, Mr. Secretary. And I can't really believe-I mean, you've done 
a good job sitting there and basically telling us the party line, if 
you will, the administration line; but I can't believe that it comes 
from your heart. 

And I'm not asking for a response to that from you because it­
you're throwing the whole onus basically on the Congress. Is the 
Congress going to pass these pieces of-these conditional legisla­
tion that you're referring to? 

You know, we have big Medicare problems. And you know that 
as well as everybody else here. And now we're talking about taking 
more out of the Medicare fund that would ordinarily go into Medi­
care. We're talking about taking it and switching it over into the 
VA. 

And that's going to be a tough nut to crack insofar as the Con­
gress is concerned. The third party payor-I've always thought that 
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we should-that money should inure to the benefit of the VA, not 
go to the general revenue fund. 

But we also have the budget to cope with now. And there's that 
certain amount that is a part of-that's contemplated in the budg­
et. So now we're talking about taking that out of the budget; and 
that's not a sure thing, I don't think. Hopefully that will be an easi­
er nut to crack than Medicare. 

So you've considered how the Medicare program will fund your 
subvention proposal-you've taken all that into consideration in the 
process here? 

Secretary BROWN. Yes. And Mr. Bilirakis, let me just say for the 
record too that you and I have known each other for a long, long 
time. And you described my commitment, and I could just take 
your words and just turn them right back because they certainly 
apply to you. 

You have a strong veterans record historically, and I thank you 
for that. 

We thought a long time. And quite frankly, we are somewhat 
confused about this concept that allowing VA to charge the Medi­
care account for services rendered would somehow reduce the Med­
icare Trust Fund. From our standpoint, that is simply not true. 

First of all, we are only saying that it would only require reim­
bursement from high-from people that are currently locked out of 
the system. That's our so-called category C's, which is our high in­
come, non-service connected veterans. 

They are already using their Medicare. They're using it in the 
private sector. So we are simply saying, give them an additional 
option. If they're spending, let's say, $4,000 a year in the private 
sector for care, we're simply saying let VA be on that list. 

And so it theoretically is good government because we provide 
care generally at a lower rate than the private sector. So it will be, 
I think, a value that accrues to the taxpayer. 

Mr. BILIRAKIS. Well, but you refer to the private sector. I'm talk­
ing about Medicare dollars which are now a part of the Medicare 
budget or the Medicare pot, if you will. 

And now-and those dollars-if that particular veteran is not 
using Medicare now and is using the VA instead, then those dollars 
are there still for the benefit of that Medicare pot. But now you're 
taking and switching them from there over to the VA. 

Secretary BROWN. No, no. What we are saying-we only want re­
imbursements for the people that are locked out of the VA. They 
can't get into the VA today. They simply-there is no one that we 
will request reimbursement for that's currently receiving care from 
the VA. 

Mr. BILlRAKIS. Well, but there are people, sir-there are people, 
sir, who would be able to get the benefit from the VA who quality 
under the eligibility rules who still currently might use Medicare 
or currently use third party--

Secretary BROWN. And they would not be billed. They would not 
be billed. Our whole philosophy and approach to this was not to re­
quest reimbursement for people that already had access to VA care. 
So therefore, you don't end up giving folks dual entitlement here. 
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For those that we already are taking care of, we will not bill 
Medicare. We would only bill Medicare for those who do not have 
entitlement or access to the VA currently. 

So in that respect, it shouldn't cost, theoretically, Medicare one 
additional dime. 

Mr. BILIRAKIS. I'm not sure-you know, I may have a misunder­
standing, but I'm not sure that we have a meeting of the minds on 
it. My time is up, but it's something that we'll be continuing to talk 
about. 

Secretary BROWN. Thank you. 
Mr. BILIRAKIS. Thanks, Mr. Chairman. 
The CHAIRMAN. Mr. Secretary, we're certainly going to need your 

help in getting this through the Ways and Means Committee. 
Secretary BROWN. Well, we're going to work hard. 
The CHAIRMAN. The gentleman from Pennsylvania, Mr. Mascara. 
Mr. MAsCARA. Thank you, Mr. Chairman. 
Mr. Secretary, welcome. 
Secretary BROWN. Thank you. 

OPENING STATEMENT OF HON. FRANK MASCARA 

Mr. MASCARA. These are not ordinary times. I'm sure we all 
agree to that. And many of us have the propensity to deal in smoke 
and mirrors as it relates to fiscal policies. 

And I'm not suggesting that you're doing that, but I'm-as an ac­
countant in my former life, I'm having some problems. On page 
two, there's a paragraph there, and I'll cite the area that I have 
some concerns about. 

"Our budget request commits us to reduce the per patient cost 
for health care by 30 percent, increase the number of veterans 
served by 20 percent, and fund 10 percent of the VA health care 
budget from non-appropriated revenues by the year 2002." 

First of all, do you have any figures on what the reduction in 
costs would be by reducing those costs of 30 percent that you're 
talking about? The reduction-what would the reduction be? And 
what would be the increase in the cost for the 20 percent more that 
you're serving? 

And where do you expect the non-appropriated revenues to come 
from? 

Secretary BROWN. Okay, I'm going to ask Dr. Garthwaite to re­
spond. 

But before I do, let me just simply say-as I mentioned in my 
opening statement, each one of the three items that you described 
is dependent on each other; and we can't achieve the goal without 
having all three of them in the process. 

And the basic concept is this: it is almost like computers. You 
know, when computers first came out, they were very, very high. 
But the more and more we produce, the prices drop. And that's be­
cause, as you know as an accountant, we're able to spread the cap­
ital costs across. 

The more people involved, the less you can charge because you're 
spreading your capital costs across the basis. And so, that's basi­
cally the approach we're taking when we talk about increasing our 
veteran population by about 20 percent. And in that process, we're 
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going to end up actually decreasing the per patient cost by about 
30 percent. 

Let me ask Dr. Garthwaite to give us a better explanation. 
Dr. GARTHWAITE. We have a multitude of things that we can do 

to decrease the cost in medical care. AI; the Secretary pointed out, 
we have a significant number of fixed costs. And currently, those 
costs are distributed over a smaller number of patients. 

With more patients, the cost per patient goes down. Currently, 
because of the limited revenue streams that we get from appropria­
tions, we have to treat the sickest patients. By bringing in some 
patients who aren't as sick, we not only reduce current average 
costs but avoid future costs. It's been shown that if you ignore 
health care problems and treat them at their latest stages, you 
spend a lot more money. We think we can decrease overall health 
care costs. In addition, we've taken on totally transforming the VA 
system. 

AI; was mentioned by the Chairman, under Dr. Kizer's leadership 
and with the great cooperation of our 190,000 people in the system, 
we've been able to dramatically reduce the cost for care. AI; an ex­
ample, in VISN 3 in New York, we've already reduced $130 million 
i'l costs and been able to tum that into four new Community Based 
Clinics and improve the quality of care. 

Based on Gallup Poll survey data, New York veterans are more 
satisfied. We've been able to change the way we think about pro­
viding care. Part of that is moving from inpatient to outpatient 
care. Part of it is being smarter about the way we buy drugs and 
services. Part of it is a national nursing home contract that gives 
us more choice and better rates. 

So we have a myriad of things that we think will continue to 
ratchet down the costs, especially if we bring in some patients who 
aren't as sick. 

In terms of the other revenue streams, we think it's critical that 
we introduce into the system a new variable, and that is incentive 
and risk. Not risk for the veteran; but in a sense, risk for the 
health care providers. And we believe that that is a powerful 
motivator. 

All our people are very excited about where we're going. Most of 
our people, I can't say all. In a time of change, you can't say all. 
But I would say the bulk of individuals we talked to, as they get 
to know our agenda for change and become more comfortable with 
the change process, have been very excited about where the VA is 
going and the momentum that we're building. 

And I think that we have a real great opportunity to use that 
to our advantage as well. 

Mr. MAsCARA. Well, that's fine. I'm still interested in knowing 
what kind of numbers you have assigned to each of those cat­
egories. You say you're going to serve 20 percent more and you're 
going to have an increase in the number of veterans that you're 
going to serve. 

And you're saying all of that will be absorbed by the fact that 
you have more people going through the system and you're going 
to service those people with the same staffing pattern? 

Secretary BROWN. No, it's going to be better. We are now mov­
ing-just 2 years ago-and the Chairman mentioned Dr. Kizer. Dr. 
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Kizer is just simply brilliant not only as a physician, but also as 
an organizer, and an administrator. 

And we are now moving from where we were just 2 years ago 
when you would walk into our facility and before they would touch 
you, they ask you questions like are you service connected; or is 
that a non-service connected disability? Now we're moving toward 
primary health care. 

And because of your help, we're going to be able to treat the indi­
vidual. Once they're enrolled, they can come in and get care for 
anything as long as there is a medical need. So that's the kind of 
care we're moving towards. So it's not going to be the same. 

Mr. MAsCARA. My time has run out, but Mr. Secretary and Dr. 
Garthwaite, if somehow you could get to me and tell me how you're 
going to reduce the per patient cost and how much that 30 percent 
reduction means to you in your overall budget. We have percent­
ages. We have no numbers. 

Dr. GARTHWAITE. We have a spreadsheet we can get to you. 
Mr. MAsCARA. Thank you, Mr. Chairman. 
[The information follows:] 
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The CHAIRMAN. Thank you, sir. 
The Chairman of our Oversight Committee, Mr. Everett. 

OPENING STATEMENT OF BON. TERRY EVERETT 

Mr. EVERETT. Thank you, Mr. Chairman. 
Mr. Secretary, it's certainly good to see you, and I do look for­

ward to your visit to Montgomery. I hope you have some time to 
go by Selma. I think you know both Alabama and Selma are very 
proud of the distinguished service that you've given to this country 
over the years. 

Having said that,-­
[Laughter.] 
Mr. EVERETT (continuing). I also share some serious concerns 

about this budget. This budget, in all honesty, appears to me to be 
a budget that has built in shortfalls in the out years. And those are 
pretty obviously recognized. I recognize them right off the bat. 

h, an example, the 1998 budget indicates that the MCCR collec­
tions jump from $557 million in 1996 to $903 million in 2002. Con­
sidering the fact that that indicates almost an 80 percent increase 
in your collections, how do you explain that you're going to be able 
to do that? 

I don't want to see a situation develop where we recognize and 
know that there are shortfalls there, and yet the administration 
comes back and says well, the Congress wouldn't give us more 
money when they built the shortfalls into the budget to start with. 

Secretary BROWN. Well, one of good things that's come out of this 
whole process, and obviously I personally have not necessarily 
agreed with the end result; but what has come out of it is a de­
sire-not a desire. It's a situation which has forced us to look for 
every opportunity of efficiency. 

And let me just-and you mentioned the MCCR. Now, when we 
look at that-and I mentioned as one example that we-that I 
gave. It cost us $125 million to collect $500 million-$545 million 
or so a year. 

And that's with no incentive. No incentive whatsoever. None. So 
there are two things right there that we can look at. Number one, 
I don't want to spend $125 million to collect that. The private sec­
tor probably is doing it much cheaper, which we are looking at. 

We are looking at bringing that cost down. I'm looking at some­
where around, quite frankly, about $50 million-$50 to $75 million 
to collect that money. That's one thing. So we will take the dif­
ference and just add it to that number. 

Another thing is this. The VA-we've got a kind of a crazy sys­
tem in-when a bill comes in we could just-no matter what the 
cost is, we charge a flat rate, $150. We are moving away from that. 
We are going to look at what our actual cost is. 

And I think that that's going to have a significant impact on the 
amount of revenues that are generated. So those are some of the 
things that-the reason why we are very confident that we can 
achieve the goals that are contained in the budget proposal. 

Mr. EVERETT. Well, I think rather than pursuing that topic, the 
Oversight Committee will have additional hearings on this, and we 
look forward to discussing it with you. 
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Let me switch just a minute. The veteran population continues 
to age, as you know, rapidly. Yet this year, the administration is 
again requesting a decrease in funding for the State Extended Care 
Grants Program. I think that's not working in favor of the 
veterans. 

Secretary BROWN. Well, let me tell you, you're absolutely right. 
I don't disagree with you on that. I think that's one of our most 
efficient programs in terms of our cost efficiency that accrued to 
the Federal Government or to the Federal taxpayer. 

But I have a real major problem. I only have so much money. 
And so we had to prioritize what was important to the veterans 
and their families. I would have liked to have, for instance, a 
straight line increase on each and every account. I would-it hurt 
me to my heart that I had to reduce research. 

You know, so there are many things that I would have liked to 
have done. But looking at the fiscal realities of it, it just was not 
enough resources to do what I wanted to do. So we had to make 
the best judgement that we could. 

Mr. EVERETT. I appreciate your concern about reducing research 
also in light of the Persian Gulf situation that we're currently 
facing. 

Mr. Secretary, as always, I enjoy our conversations. They're al­
ways interesting, and I do look forward to seeing you in Montgom­
ery. 

Thank you, Mr. Chairman. 
Secretary BROWN. Mr. Everett, on the issue of Persian Gulf, I do 

want you to know in our research there's certain things that we 
fenced off, and Persian Gulf research would be protected. It will 
certainly not suffer. 

I'm sure that it will probably continue to grow as a larger per­
centage of any research dollars that are available. 

Mr. EVERETT. Mr. Secretary, I'm pleased and I know the commit­
tee is pleased, to hear that. Thank you. 

The CHAIRMAN. The gentleman from Texas, Mr. Reyes, is recog­
nized. 

OPENING STATEMENT OF HON. SELVESTER REYES 
Mr. REYES. Thank you, Mr. Chairman. 
Mr. Secretary, it is always a pleasure to see you, and I too appre­

ciate all the work-the hard work that you do on behalf of our vet­
erans. I have just a couple of questions. 

The first one I have is, from the district that I represent, there 
are a number of unique issues that come up with minority veter­
ans. And specifically, well, as an example, the development of dia­
betes and things like that. 

Are there specific programs that the VA is engaged in to address 
those unique issues as they pertain to minority veterans? 

Secretary BROWN. Yes, sir. Because of the support of this com­
mittee and the Congress in general, we have a minority veterans' 
program under the direction of Willie Hensley, who happens to be 
a retired colonel. He is doing an outstanding job at recognizing the 
unique needs of minority veterans and developing close relation­
ships with various components of our Department to try to find 
resolutions. 
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So he is doing a great job on that side, and Joan Furey is doing 
a great job on the women veterans side to address those kinds of 
concerns. 

Mr. REYES. Thank you. Just switching-because I'll tell you, 
there is a large segment of the minority veteran population that 
lives along the border, specifically down in the Rio Grande Valley, 
where accessibility to VA health care is-use the word impractical 
since they have to travel over 200 miles to the closest facility. 

And I notice in the budget that you were forced to take a 543 
FTE cut. And it's mentioned that this will be offset by streamlining 
and restructuring and doing other things that will make the De­
partment much more effective. 

In lights of the needs that we specifically have in those Minority 
populated areas, is it practical-and I believe we understand the 
situation you're in; but is it practical to take a 543 FTE cut, with 
areas that are under served like that? 

Secretary BROWN. Sir, the 543 cut that you refer to is VBA. 
That's our Veterans Benefits Administration. So it has nothing to 
do with health care. But with respect to health care, what we're 
doing is really much more exciting. 

We're going to have some cuts in health care that we are propos­
ing. I think we're proposing in the 1998 budget about a 1,700 FTE 
reduction. But what's exciting is, the savings that are being gen­
erated. One example is our inpatient bed census is going down and 
our outpatient episodes are going up, which represent a tremen­
dous savings. 

We are taking that money and we are reinvesting it in access. 
We're developing-we're going to have hundreds of new Commu­
nity Based Clinics all around the country so veterans will be able 
to go and get their primary health care. 

That's going to be very cheap, very cost effective because we can 
just come to, say, Dr. Bishop and say Dr. Bishop, you, for all in­
tents and purposes, will be a VA community based clinic. We're 
going to send all of our patients to you. You will take care of them. 

If they need sophisticated tests, then you will send them to a VA 
hospital. Of if they need hospitalization, they'll go to a VA hospital. 
If there's an emergency nature, we'll have a sharing arrangement 
already established with the local facilities. 

So these are the kinds of things that we-what's in our plan to 
allow us to increase the number of veterans we treat by 20 per­
cent-that we are describing in this particular budget. So we think 
it's really good news in the long run; but we have to keep the pack­
age together, or otherwise it falls apart. 

Mr. REYES. Thank you, Mr. Chairman. 
The CHAIRMAN. Thank you. The gentleman from Arkansas, Dr. 

Snyder, is recognized. 

OPENING STATEMENT OF HON. VIC SNYDER 

Dr. SNYDER. Thank you, Mr. Chairman. I'm sorry I had to step 
outside. 

I wanted to go back to Congressman Mascara's concern about 
the-what I call government by base ten number system; you 
know, 30 percent and 20 percent and 10 percent. Because it seems 
like, as time goes by, if instead of, you know, that 10 percent, it 
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turns out to be a 3 percent, and a 30 percent turns out to be an 
18.7 percent, and a 20 percent turns-we don't pass it, or what­
ever; you know, something happens, and suddenly you're billions 
and billions of dollars behind. 

So I would be interested in seeing the written evaluation too of 
how you came at those numbers. Tell me, when you look at your 
per patient cost over the last decade, what has your-do you know 
off hand what you per patient cost has done? 

Secretary BROWN. Yes, it's about--
Dr. SNYDER. Has it been going up like everything else has? 
Secretary BROWN. Yes. It's about 43-the average across to the 

country is about $4,300. One of the things that we're doing is we're 
looking at pulling-well, that's the average. We're looking on the 
positive side of the average where some of the facilities are as high 
as 40 percent-40 percent higher. 

So we're forcing them to come closer in line, making adjustments 
for things like higher labor costs, special treatment modalities, edu­
cation, research, and that type of thing. So we're squeezing that. 

Dr. SNYDER. What has your cost done the last 5, 10 years? Has 
that-

Dr. GARTHWAITE. In constant dollars, it's been going down. 
Dr. SNYDER. It has been going down? 
Dr. GARTHWAITE. Constant dollars, yes. 
Dr. SNYDER. So do you know in what-are we talking one or two 

percent a year, or--
Dr. GARTHWAITE. Yes, about that range. 
Dr. SNYDER. Okay, so you're anticipating-so a 30 percent reduc­

tion over 5 years, you're looking to increase what you're doing now 
by 20 percent or so or-I guess that's not a fair way of looking at 
it. 

Have you had any independent folks look at your numbers that 
have been kind of involved in the delivery of medical care in terms 
of coming-helping-giving you a truth check on these numbers? 
And are they-or are they just goin~ to be kind of numerical goals 
like all these lofty things we're gomg to accomplish by the year 
2000 and the year 2001 we're going to---

Dr. GARTHWAITE. We have had significant outside input, espe­
cially at the network level. Several of the networks have contracted 
with the Meidcal Advisory Board, others have used Ernst & Young. 

Dr. SNYDER. Did you have any of your consultants that you 
looked at or talked to or people you brought in, kind of the minor­
ity side of things, that said no way are you going to make these 
goals; why are you even throwing these out there? 

Dr. GARTHWAITE. Not that I'm aware of. 
Dr. SNYDER. Okay. 
Dr. GARTHWAITE. I think it's been reviewed by many people in 

different places, and we've just gotten the network plans in. 
Dr. SNYDER. I won't ask any further questions. But I would like 

to see the break down. I'm interested in what Congressman Mas­
cara was, was 2 percent percent related to what, and was 2.7 per­
cent-how we got to a total of 30 and 20 and 10. 

Dr. GARTHWAITE. We agree with you that these are stretch goals. 
But we also believe that the best organizations in the world set 
stretch goals and stretch targets to achieve the best. 
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Dr. SNYDER. Thank you. Appreciate that. 
The CHAIRMAN. The ranking member on the Benefits Subcommit­

tee, Mr. Filner. 

OPENING STATEMENT OF HON. BOB FILNER 

Mr. FILNER. Thank you, Mr. Chairman. 
Thank you, Mr. Secretary, for welcoming us back. We are pleased 

to see you again and very glad you are continuing to serve as Sec­
retary of Veterans Affairs. You have maintained excellent commu­
nication with the veterans of San Diego and across the country. 
You are doing an incredible job, and we thank you. 

To quote Mr. Everett, " ... having said that ... ", we know the 
budget pressures you work under. Nonetheless, many of us are dis­
appointed in some aspects of the proposed VA budget for fiscal year 
1998, as I know you are. I am particularly disappointed in the vet­
erans' education programs funding. Obviously the Montgomery GI 
Bill benefits have not kept up with the ever-rising costs of higher 
education-which creates significant pressures for our veteran stu­
dents. To highlight that issue, I am introducing a bill, and I invite 
all the members of our Committee to join me, which would provide 
a 10 percent increase in Montgomery GI Bill benefits. I believe this 
is the minimum level of increase we should be talking about. 

My bill would also increase education benefits provided for the 
children and surviving spouses of those who die while on active 
duty or are permanently and totally disabled as a result of their 
military service. The benefits paid under this program haven't been 
increased for 7 years-and the costs of education have soared dur­
ing these years. 

I want to help you out with this issue, and I hope my bill will 
at least spotlight the needs that are there. With your fabled ability 
to get what the VA needs from the President, I was surprised, the 
budget didn't include increases in veterans' education programs. 
Given the President's emphasis on education in his State of the 
Union address, and your long commitment to providing meaningful 
education assistance to veterans, I'm surprised the benefits paid 
under the Montgomery GI Bill and other education programs ad­
ministered by the VA were not increased. 

I hope you can build on that with the President in further budget 
considerations-and that you can point out to him that he left out 
one very important group when developing his education improve­
ments. So, I look forward to working with you to accomplish what 
I know is our shared goal. 

Secretary BROWN. With respect to your comment about the in­
crease in the educational benefits to include Chapter 35, I would 
only ask that any increase not come from another veterans' pro­
gram. Let us look somewhere else for that adjustment. 

I don't want to get into a situation that we're taking from widows 
and sick veterans to fund an educational adjustment. And likewise, 
in the opposite direction, I wouldn't want to take from people that 
are receiving education benefits to do the same thing. 

And so I would like to see new money come into the process. And 
with respect to asking the-

Mr. FILNER. So moved. 
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Secretary BROWN (continuing). With the President to consider a 
new emphasis in his educational agenda, next time I see him, I'm 
certainly going to bring that to his attention. 

Mr. FILNER. Thank you. I understand and share your concerns 
about taking from one VA program to give to another. We have 
other concerns with the budget and, as we discuss them, I hope we 
can somehow find additional resources. I think you know that 
whether it's the transition assistance program, the benefits pro­
grams, or the health care programs, we want to do more in all 
these areas. As you know, you have a lot of allies on this Commit­
tee, and we all want to help you in every way possible. We look 
forward to working closely with you. 

Thank you, Mr. Chairman. 
The CHAIRMAN. The Chair recognizes the ranking member on the 

Health Subcommittee, Mr. Gutierrez. 

OPENING STATEMENT OF HON. LUIS GUTIERREZ 
Mr. GUTIERREZ. Thank you, Mr. Chairman. 
Chairman Stump and ranking member Evans and Mr. Secretary, 

all of your staff, I'm happy that we're here to discuss the fiscal year 
1998 budget for the Department of Veterans Affairs. 

As we all know, the process of change and reform at the DV A 
has picked up speed dramatically during the past year. Nowhere is 
this more evident than in President Clinton's budget request for 
fiscal year 1998. 

It seems to me that while overall, funding has not decreased 
from the 1997 level, the already scarce resources available to the 
VA will be allocated in a different manner than in years past. A 
number of service networks will face significant shortfalls this year 
and may be forced to consolidate and eliminate some services in 
their regions. 

The ramifications of the new VA resource allocation framework 
will be profound. In my review of VISN 12 based around Chicago 
area, we will lose approximately $57 million. VISN 1 in Boston will 
lose $52 million, and VISN 3 in the Bronx will lose $148 million. 

The question the members of this committee must ask, and we 
are certainly seeking your answer, is how will these cuts affect vet­
erans? Now, I'm not quite sure how we're going to take a reduction 
in 30 percent of care costs for patients and offer 20 percent more 
to veterans and have 10 percent more overall VA health care funds 
to do that with. 

It sounds remarkable, and I hope that the VA can obviously 
achieve this goal. However, in Chicago and in many areas facing 
similar reduction, will the VA be able to provide more care with so 
few resources? This committee must find answers to these impor­
tant questions with you, Mr. Secretary. 

It's our obligation in this committee to guarantee that veterans 
throughout our Nation receive the best care available and that VA 
restructuring does not take from some veterans, as you have sug­
gested will not happen earlier. 

I am sure that this is not the intended goal. But I think it's 
something that we really need to examine very, very, very closely. 
As the ranking member on the subcommittee on health, I intend 



20 

to pursue this issue vigorously in conjunction with Chainnan 
Stearns, obviously. 

I look forward to working on that issue with him and with you, 
Mr. Secretary. 

Let me just ask one question because I know it's been asked be­
fore here this morning, but maybe I could just get a little more 
clarity. The notion veterans will be better served through more effi­
ciency while VA employment is reduced has been a premise in 
many past VA budget proposals. 

Why is this year's version, the so-called 30-20-10 Health Care 
Plan, more likely to succeed than failed past similar proposals, re­
duce patient care costs by 30 percent reduction, offer health care 
to 20 percent more veterans, obtain 10 percent of VA health care 
funds from sources other than appropriations? 

The 30-20-10 Health Care Plan has been called a gamble. What 
do you feel, Mr. Secretary, are the odds for its success; and what 
is the future of the VA health care system if the gamble fails? 

Secretary BROWN. Well, thank you so very much for those obser­
vations. Let me just respond. 

With respect to VISN 12, the 1997 reduction that we are tar­
geted at is about $8 million. The number that you use is-I think 
it's a 3 year total. And to give you an idea of what we hope to 
achieve when we assign these target reductions, the hospitals 
there, Lakeside, Westside, and Hines, are all very closely related. 

In fact, Westside and Lakeside is about 6 miles from each other. 
And as a result, we asked ourselves some basic questions. Why 
should we have two separate personnel departments? We only need 
one. We asked ourselves why do we need two separate directors, 
assistant directors, and assistants to the assistant directors? 

We only need one. So those are the kinds of things that we use 
to force the region to become more efficient. So that's a reflection 
of what we see in these numbers. 

Now, with respect to why do you think that we're going to-why 
do we think we're going to be successful, I can only tell you that 
certainly any business plan, there is risk involved. But we have a 
lot of smart people working at the VA, and the history shows us 
that we're moving in the right direction. 

For instance, already we have cut about 7 percent and increased 
patient load about 5 percent. So it's moving in the direction that 
we have to move in if we are going to survive. I personally don't 
want to be on the ship, let alone leading the ship as captain of the 
ship, if-to start closing down-wholesale closing down hospitals. 

So in order to keep this system alive so that it can be there to 
take care of our World War II veterans that I'm really concerned 
about, our career war veterans that I'm concerned about, little less 
our Vietnam-because they're still pretty young and they can make 
adjustments. 

But I'm really worried about World War II and Korean War vet­
erans. I want to make sure that system is there so that it can re­
spond to their needs when they do not have the capacity to respond 
to their individual needs. They can't go out and get another job 
that has lifetime health care. 

So in order to do that, I've got to look at the entire system to 
make sure that we maximize the resources that have been made 
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available to us by the American tax people through our democratic 
processes and so that we can honor the commitment that we made 
to them. And that is our only goal. 

If we fail, we revisit this each and every year. And since we have 
so many friends here in Congress, I know they are not going to let 
the ship sink. 

Mr. GUTIERREZ. Mr. Secretary, thank you for being here with us 
this morning. Look forward to meeting with you with the Illinois 
delegation. I know I talked to Senator Durbin. He gave me a call. 
We look forward in a kind of Washington, DC setting to talk to you 
and get some answers about what's happening in our own visit. 

I'm sure that you'll probably get a call from the Massachusetts 
delegation now to meet with them and the other delegations. But 
knowing that you meet with everybody, I look forward to that 
meeting so we can start getting some answers and working with 
you. 

Thank you so much. 
Secretary BROWN. Thank you, sir. 
Mr. GUTIERREZ. We're always proud you're from Chicago. 
Secretary BROWN. Thank you so very much, sir. 
The CHAIRMAN. The Chairman of our Benefits Subcommittee, 

Mr. Quinn, is recognized. 

OPENING STATEMENT OF HON. JACK QUINN 

Mr. QUINN. Thank you, Mr. Chairman. 
And Mr. Secretary and your team, welcome back. We've seen a 

lot of each other these last couple of days, and I want to thank you 
for your interest and your sharing of information. 

Mr. Gutierrez makes a good point about your willingness to 
share information. Those of us in the New York delegation met 
with you and your staff yesterday. A follow up meeting in my office 
right after that with some of your staff was very, very helpful. 

And one of the things that I said at our meeting yesterday with 
the New York delegation might be worth repeating today. And it 
was, I think, a mild criticism, but one that also is a pat on the 
back. I would suggest to all of our members that the Secretary and 
his staff are doing some great things out there. 

You explained to the New York delegation some of those cost sav­
ings and how you're actually seeing more veterans at a cheaper 
price. Mr. Snyder-Dr. Snyder has left. When you talk about that 
$4,300 per patient number, that is going to go down a little bit; and 
you're actually seeing more veterans. 

It sounds impossible, but it's actually happening because of some 
things that you and your staff are doing. The problem is, it's one 
of the best kept secrets around. And I'll tell you, for one, the New 
York delegation learned a great deal yesterday, as will the Chicago 
and Massachusetts and others. 

And I would only encourage you, as I did yesterday-maybe in 
some strong terms yesterday-but suggest to you that you ought to 
tell that story. And that those of us on this committee need to hear 
it, and that's our responsibility to go out and hear that as well. 

Communication is a two way street. But it will help us answer 
those questions. And I appreciate you doing that yesterday. Those 
numbers, in our vision up in New York and other places, we still 
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have to work on. But don't keep it a secret. You know it. Let this 
committee know it so we can let other parts of the country. 

And most importantly, so we can let our veterans know back in 
our districts. And we can prepare them for some changes. We can 
also tell them the good news when we sometimes have to deliver 
some bad news too. 

So that went very, very well, and I think a lot of what's been 
talked about earlier this morning heads in that direction. 

Some specific questions. Dr. Garthwaite, you mentioned yester­
day and again today that theoretically some of these numbers are 
going to go from 30 and 20 and 10, and you talked about being able 
to get to 10 percent of non-appropriated funds in the year 2002. 

All of that Medicare subvention and these things are new. Let 
me ask a general question only. Sometimes we need to walk before 
we run. Have we given any thought to some test sites for some of 
these new ideas, some of these new plans, before we do it all at 
once? 

And that might be helpful to see how it works in some areas be­
fore we change the whole system. 

Secretary BROWN. Mr. Quinn, that is exactly what the proposed 
legislation would accomplish. It's a test project. It's not-it does 
not-at least the proposal does not request that we implement the 
program. It's simply to test it to see if it will work. Quite frankly, 
to answer the questions that you just asked. 

Mr. QUINN. You talk about 10 percent of non-appropriated funds 
by the year 2000 or 2002. How much right now are you using of 
non-appropriated funds? 

Mr. CATLETT. Less than one percent. Less than a half a percent 
actually. It's only $75 million in this year. 

Dr. GARTHWAITE. If you would include MCCR which now goes 
into the Treasury, it would be up to about 4 percent. So the 10 per­
cent goal included what we're already billing, plus our CHAMPUS 
and other things. 

Mr. QUINN. Okay. 
Dr. GARTHWAITE. So we do have pilots in CRAMPUS, and we're 

working with the Tricare providers to provide some care to DOD 
beneficiaries. And we've had pilots with CRAMPUS for quite a long 
time. 

We briefed Ways and Means yesterday on our proposal for Medi­
care, and we're trying to work with them to provide assurances 
both that we will not make a run on the Trust Fund, which is a 
concern; and in addition, to make sure that we provide adequate 
data to demonstrate that we're cost effective and efficient in deliv­
ering that care. 

So we have proposed two specific pilots. 
Mr. QUINN. Well, that's absolutely heading in the right direction 

then for 2002. And I think Dr. Snyder has some excellent observa­
tions in that area. 

Dr. Lemons, I talked to Ms. Moffit yesterday. Mr. Filner and I 
are going to be working-it's great to have you all here. There's so 
many questions, the 5 minute rule doesn't allow enough time. I just 
want to let you know that we'll be looking forward to working with 
you to maybe streamline the compensation claims processing sys­
tem a little. 



23 

Just an observation, not a question. And then finally, as time 
runs out here, again to pick up on something Mr. Filner said, in 
terms of education money and the President's thrust generally for 
education and the treatment of the Montgomery Bill here and your 
response about new money, I don't think we should forget that the 
President of the United States is a player in this discussion-a big 
player. 

And I think that when you say you're going to mention some of 
this to him, I think we can get more formal than that. I think that 
maybe we can help you as members on both sides of the aisle of 
this committee to get the President's attention to get some new 
money for the Montgomery GI Bill. 

I mean, we don't receive the budget, do our little things in ab­
sence of the President. This is budget. It's your budget. It's his 
budget. It' going to be our budget, the budget for the veterans of 
this country. We shouldn't discuss, we shouldn't argue and com­
promise without the administration being involved. 

So I would encourage you to do that. I would encourage our 
chairman to include this committee in our efforts to get the Presi­
dent to pay attention to this as well. 

Thank you, Mr. Chairman. 
The CHAIRMAN. Thank you, sir. 
The gentleman from Indiana, Mr. Buyer, is recognized. 

OPENING STATEMENT OF HON. STEVE BUYER 

Mr. BUYER. Thank you, Mr. Chairman. 
Mr. Secretary, I'm trying to go through the numbers play here. 

I think you can conclude by-from all the members here that we 
have some skepticism. I guess it's a skepticism because of over the 
years, we've had administrations where the Republican even come 
here and they give expectations that aren't fulfilled. 

And we're also seeing that now. And the numbers are extremely 
important. So, you know, I have a responsibility on the National 
Security Committee. I've got-in my subcommittee over there, I've 
got the whole military health delivery system, so I understand 
when terms get thrown around. 

You know, we've got $4,800 cost per beneficiary in the Medicare 
system. You threw out that you have $4,300 cost per beneficiary. 
I've seen many about the private systems around $2,000. The mili­
tary health delivery system is around $1,600. 

It's very easy for us on this whole Medicare subvention issue to 
sell it with regard to the retired military retirees because if-you 
know, bringing them in to the military health delivery systems 
when it's at the $1,600 cost per beneficiary as opposed to paying 
out $4,800 makes good business sense. 

I'm uncomfortable though when you come here and say but ours 
is less than what we're paying out in Medicare. I'd like to know 
from you specifically when you calculate your figure, your $4,300, 
does it include your capital costs, capital improvements, your per­
sonnel and the benefits? 

Secretary BROWN. Yes. The answer-the answer to that is yes. 
But before you-before I make another statement, let me back up 

just a little bit to say that the $4,300, sir, is an average. We have 
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within that some of our facilities as far down-I remember a num­
ber like $2,200. 

And we have to keep in mind that it's not fair to compare the 
military with the VA because the military, they're young, they're 
healthy, they have a mix of women who are healthy, they have 
young folks, children. And in our delivery of--

Mr. BUYER. Time out. I'm not comparing. I just threw out that 
we do have different type of systems out there at relatively dif­
ferent costs. 

Secretary BROWN. Oh, okay. 
Mr. BUYER. I understand about the military health delivery sys­

tem. 
Secretary BROWN. Okay. 
Mr. BUYER. What I want to try to get at so I can understand the 

numbers-I'm going to yield to my friend over here, if you'd like 
to. You're on the right path. I'm not an accountant. It's the num­
bers-it's the numbers that don't lie. It's the numbers that are very 
real. 

That's what we have to deal with. I think you are on the right 
path, and I want to yield to you because you ran out of your time. 
If you want to explore it further, I'd yield to the gentleman from 
Pennsylvania. 

Secretary BROWN. We're going to get you what you want. 
Mr. BUYER. Well, no; I want him to-see, I don't want him to let 

you off the hook that easily. [Laughter.] 
Because the accountant over here knows the numbers, and I 

think he still has some questions. 
Mr. MASCARA. Well, first of all, Mr. Secretary, I don't mean to 

be contentious. I did take the time last night to review the material 
that was supplied to me, your complete statement. And those mat­
ters jumped out at me. 

I have another question about modeling. What type of modeling 
did you do to arrive at the 30-20-10 calculation? Did you use some 
model, or was-did you pick that out ofthe air, or did you use some 
past statistics that you might have had? 

Dr. GARTHWAITE. I think the easiest answer is that Dr. Kizer is 
in Chile and we don't have his ability to get into his mind. As I 
said, those are stretch goals. But I think there's some realism to 
them. 

There are a lot of assumptions, models are based on assump­
tions. You can have any number of models. We believe that it's crit­
ical for us to bring in some additional patients to allow us to 
spread our fixed costs, which we can't get rid of unless we start 
closing hospitals, and start down a very steep slope for closure of 
the VA system. 

We need to have the kind of patient base that justifies keeping 
all those fixed costs in place, and provide care effectively and effi­
ciently and give the taxpayer good value for their money, that's 
what this is all about. 

So the answer to your question is we use models to project; but 
in a sense, these are stretch goals that really are to stimulate our 
creativity. 

Mr. MAsCARA. And one last question. If, in future years, you can­
not collect Medicare-and I think your response, Mr. Secretary, 
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was we'll come back for more appropriations. If the 30-20-10 
doesn't work out, do you have a contingency plan? Where are you 
going to go? 

Secretary BROWN. Well, one good thing about that. This process 
is reviewed each and every year, so we have a-kind of like a built 
in tracking and evaluation process that will let us know where we 
are at all times. So it's not as if we're going to be bush whacked 
and all of a sudden we find that we are not going to be able to 
achieve our goals. 

So we think we have a real handle on that. We don't expect any­
thing, whether it's positive or negative, to just all of a sudden come 
up on us one day. We will know what's going on each and every 
day, and we'll be able to make appropriate requests. 

Mr. BUYER. Mr. Mascara, can I reclaim my time? 
Mr. Chairman, you know, we're being asked here to make a very 

serious gamble on some assumptions out there that I think needs 
to be scrubbed through CBO. I think there's some members-all of 
us here are really a little uncomfortable at the moment. But I 
wanted to share that with you. 

Thank you, Mr. Chairman. 
The CHAIRMAN. The Chairman of our Health Subcommittee, Mr. 

Stearns, is recognized. 

OPENING.8TATEMENT OF HON. CLIFF STEARNS 

Mr. STEARNS. Good morning and thank you, Mr. Chairman. 
And good morning, Mr. Secretary. 
Secretary BROWN. Good morning. 
Mr. STEARNS. I have a great deal of respect for you. Last year 

I asked you to sort of a difficult question about the Clinton admin­
istration's budget for veterans, and you took the unusual step of 
saying that you thought it wasn't high enough and big enough. 

So after that, I've sort of notched you up very high in my esti­
mation, so I sort of feel that you're-usually you come up here 
straightforward and speak right to the point and are working very 
hard for veterans. 

With that in mind, I wanted to talk to you a little bit about the 
Medical Care Cost Recovery Program. Just for members here, I'd 
like to just give its mission-it is to maximize the recovery of funds 
due VA for the provisions of health care services to veterans, de­
pendents, and others using the VA system. 

I have a couple of questions. And if you would indulge me per­
haps just with a short answer, if you could. Maybe yes or no would 
be helpful. And this is both for my benefit as a new chairman of 
the health subcommittee and also for our staff so we can better un­
derstand this area. 

Isn't it true that you lack a methodology to accurately estimate 
the collection of potential VA MCCR program? 

Secretary BROWN. Yes. 
Mr. STEARNS. Okay. Since you project that VA will continue to 

shift more and more care away from high cost inpatient stays to 
low cost outpatient care, isn't it quite possible that that will ad­
versely affect your third party collections? 

SecretarY BROWN. No. 
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Mr. STEARNS. Okay. In that regard, are you aware that VA must 
generate about 20 outpatient bills to get the same recovery of a sin­
gle inpatient bill? 

Secretary BROWN. Well, ask that-make the statement again. 
Mr. STEARNS. Are you aware that the VA must generate about 

20 outpatient bills to get the same recovery of a single inpatient 
bill? 

Secretary BROWN. Yes. 
Mr. STEARNS. Okay. Since more and more people are joining 

HMO's-we see it everywhere-which do not cover care provided 
outside that HMO, isn't it possible, quite possible, that these 
HMO's will adversely affect your third party collections, make it 
more difficult? 

Secretary BROWN. No. 
Mr. STEARNS. Let me let you elaborate on that. [Laughter.] 
Secretary BROWN. But you said yes and no. [Laughter.] 
The reason why I said no to that is because we believe that there 

is inherent within our collection process a lot of potential. I think 
before you came in, I mentioned, for instance, on an outpatient 
basis-I think it's an outpatient where we just charge a flat $150. 

Now, we could have actually performed $3,000 worth of work, 
and we bill the insurance company $150. So what we're looking at 
is that we are going to have to develop a collection process that ac­
tually reflect the value in which we provide to the veteran. 

And so within that, I think that there is a tremendous amount­
and that's one of the reasons why I'm willing to take this risk. I'm 
willing to take this risk because I think that we are not getting the 
kind of returns on the services that we provide simply because we 
don't have the sophistication and mechanism to identify what it is 
and ask for it. 

So that's the reason why I made those statements, even though 
they seem a little bit odd. 

Mr. STEARNS. Okay. Isn't it true that the VA in recent years has 
applied more stringent eligibility criteria and no longer provides 
treatment to many of its former higher income patients who are 
the patients with the highest level of insurance coverage? 

Secretary BROWN. Yes. 
Mr. STEARNS. Okay. Absent authority to recover from Medicare 

and given higher income veterans' low treatment priority, isn't it 
possible-in fact, quite possible-that that trend will continue and 
adversely affect third party collections? 

Secretary BROWN. Will you say that again? 
Mr. STEARNS. Absent the authority to recover from Medicare and 

given higher income veterans' low treatment priority, isn't it quite 
possible that that trend will continue and ultimately adversely af­
fect the third party collections on which you're making your as­
sumption? 

Secretary BROWN. No. 
Mr. STEARNS. Mr. Chairman, whenever he says something that 

I don't agree with, I'm going to let him explain. [Laughter.] 
Secretary BROWN. Your time is out. [Laughter.] 
When you say-the way it is right now, very few people under­

stand that we only basically treat two categories of veterans, and 
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they are our service connected veterans and our low income veter­
ans. Everyone else is locked out of the system. 

Although there are a few facilities that are treating the people 
that you described, higher income veterans. I guess about what, 
one or two percent? Two percent in the whole country. So that's ba­
sically nothing. 

So what we want to do is to create an environment that-where 
all of these thousands and maybe millions of higher income veter­
ans-and now, when I talk about higher income, sir, I'm talking 
about an individual that makes $21,000 a year or $22,000 a year. 

We want to create an environment so that they can come to the 
VA and get their care, and they pay for it with their insurance pay­
ments or they pay for it with their Medicare entitlement. 

Mr. STEARNS. Thank you, Mr. Chairman. 
The CHAIRMAN. Thank you. The Chair is pleased to recognize the 

newest member of our committee, the gentleman from Illinois, Mr. 
LaHood. 

OPENING STATEMENT OF HON. RAY LAHOOD 
Mr. LAHOOD. Thank you, Mr. Chairman. 
Mr. Secretary, I want to raise a parochial issue with you, and I 

don't expect you to know the answer; but I would appreciate it if 
you or your staff could get back to me. I met with the-I'm from 
Illinois, and I represent a district right in the middle of the state. 

Peoria is my home town. We have a very fine VA clinic there and 
the people there do a marvelous job. My district adjoins Mr. Evans' 
district, and I look forward to working with him on veterans' is­
sues. 

I met with a group of people from the University of Illinois yes­
terday. There's a study going on by GAO to look at the relationship 
between the University of Illinois Medical School and the hospitals 
in Chicago, primarily in Mr. Gutierrez's district and Mr. Davis's 
district. 

The people at the University of Illinois have a great deal of 
heartburn about the way that they're being treated by your re­
gional staff. Before the study is complete, they are beginning to cut 
off some services, some relationships, and they have asked our del­
egation to send you a letter to see if you would intercede so that 
the relationships that have been established can continue until the 
GAO study is complete. 

So I'm going to raise that issue with you. You will anticipate a 
letter from our delegation outlining these concerns, and I hope that 
you will be able to respond to us at least to the extent of persuad­
ing your staff at the regional office to wait until the study is done 
before they begin to discontinue relationships that have been devel­
oped. 

The University of Illinois is providing good medical care and they 
have a relationship with Hines and a couple of these other facili­
ties, including Lakeside and Westside. So if you can indulge us 
with at least reading our letter and listening to our concerns and 
then persuading your regional people that we ought to wait until 
the study is complete before they discontinue some of these rela­
tionships, I would appreciate it. 
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And I know that Congressman Davis and Congressman 
Gutierrez and certainly others in that part of the state would be 
very grateful to you. 

Thank you very much. 
Secretary BROWN. Thank you. 
The CHAIRMAN. The ranking member on the Oversight Commit­

tee, Mr. Bishop, is recognized. 

OPENING STATEMENT OF HON. SANFORD BISHOP 

Mr. BISHOP. Thank you very much, Mr. Chairman. 
As the ranking member of the investigations of oversight, I look 

forward to working with Mr. Everett whose district adjoins me just 
across the Chatahoochie River in the State of Alabama to looking 
into a lot of the areas of VA administration which concern our vet­
erans populations. 

But I want to first associate myself with all of the very laudatory 
remarks that have been made about you and your advocacy-and 
effective advocacy, I might add-for veterans. I know that the peo­
ple in Georgia are very appreciative of the work that you and the 
VA has done and the efforts that you have made to lift up the 
needs and the concerns of veterans. 

But as has been said, however, we are still concerned as we lis­
ten to the administration's proposals in this budget about how you 
will actually be able to do more with less. It almost seems as if 
you're going to perform magic. 

Certainly you've come forth with some creative and some very in­
novative approaches to delivering veterans' health care services, 
and you've streamlined some of the programs and the services. And 
I'm very, very pleased that you're going to have monitoring each 
year. 

But I'm still concerned, as is Mr. Gutierrez and Mr. Mascara, 
about things such as how, with the projected budget, we're going 
to continue to reduce pending compensation claims with less re­
sources to do that. 

How are we going to really-how are you going to know that 
you're going to provide more benefits for our veterans when, for ex­
ample, there's a decrease of $6 million in the level of funding for 
grants for state homes which provide a number of services for our 
elderly veterans? 

These concerns are nagging for us, and we're just concerned as 
to how you're going to be able to perform magic. 

Can you kind of address that? I've heard the proposals, and there 
is some skepticism; and certainly we wish you success. God knows 
we want success because it means a better service for our veterans. 

Can you just sort of address that? And I have one other question. 
I'll ask it quickly. And it relates to the co-location of VA and DOD 
facilities for surveying veterans who are not very, very close to VA 
facilities. 

For example, Mr. Everett and I represent areas of Alabama and 
Georgia in the Southwest portion and the middle portion of Georgia 
that requires veterans to travel a great distance in order to get 
even primary health care service from a VA facility. 

Secretary BROWN. Yes; thank you, Mr. Bishop. 
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I would like to-before I respond to your questions, to thank you 
for the strong advocacy that you have historically shown on behalf 
of our veterans and their families. You not only represent the vet­
erans of Georgia very, very well; but also through your role in this 
committee, you have shown great honor to the veterans all across 
our Nation. 

With respect to your last question, we are right now looking at 
a number of projects. Number one, we have a couple of joint ven­
tures where we are actively working with DOD and providing care 
using sharing resources to take care of the folks that are on active 
duty and also veterans and active duty personnel. 

That's actually physically happening in New Mexico and-where 
else? Nellis is one. And so-and in fact, any new project which we 
don't expect to have any place-would be something we'd have to 
look at that concept because it is a good concept. 

Mr. BISHOP. That's a little bit far from Georgia though. 
Secretary BROWN. I know, but I was just talking about concept, 

that we are actually-that we are applying it. We also, as Dr. 
Garthwaite mentioned, we have a project where we are looking at 
allowing people who are retired from the military to use their 
CHAMPUS entitlement to come to the VA and we provide care to 
them. 

I mean, this is very, very important as we downsize and as hos­
pitals close and various retirement communities. So the issues that 
you raised, we are looking at; and I will get back with you to see 
if we actually have any projects or any community based clinics 
that we plan on opening up in your area across the river and Mr. 
Everett's area. 

(Subsequently, the Department of Veterans Affairs provided the 
following information:) 

We have recently approved the development of a new community based outpatient 
clinic in Dothan, AL. We anticipate this access point to be functioning by May, 1997. 
The Atlanta Network is completing proposals for two new community based out­
patient clinics to be located in Macon and Albany, GA. These proposals will start 
the approval process in the Veterans Health Administration within the next few 
weeks. Opening these three new access points will decrease the travel time to less 
than an hour for veterans to receive primary care. 

The Central Alabama Veterans Health Care System is also in the process of in­
creasing the number of primary care providers at the existing Columbus, GA com­
munity based clinic. The goal is to improve timeliness and effectiveness of care at 
this very busy outpatient clinic. 

With respect to the two areas that are programs that you talked 
about, health care-how we're going to provide more with less-ba­
sically we have to do that in order to, as has already been stated, 
to be able to spread our capital costs. 

If we don't do 'that, then the next alternative is we have to close 
it down. If we-the bottom line is that we have a hospital today 
where-a system where we had about-just about 10 years ago, we 
had about 90,000 authorized beds. I think now there's about 50,000 
that we have, and they continue to go down. 

But what doesn't continue to decrease at the same rate as our 
bed census, is the capital costs. We still have to pay the air condi­
tion costs, we have to pay the heating costs, we have to pay the 
physicians and so forth. So in order to be able to spread that cost 
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out, we have to open the system up to more veterans in order to 
remain efficient. 

So that's really what we're being forced to do as opposed to start­
ing to close down facilities. And we're doing that and paying for it 
by actually looking for opportunities to save. One that was men­
tioned here today is lowering our inpatient census and increasing 
our outpatient census. 

That's a tremendous savings. Another one, as Mr. Gutierrez was 
talking about, has to do with eliminating duplications. We are ask­
ing ourselves some critical questions in areas to include the private 
sector. Why do we need two MRI's? If the private sector has one, 
we should use it. 

If we have it, they can use ours and pay us. So those are the 
kinds of savings that we're looking for in order to be able to pay 
for the expansion of service; and at the same time, reducing the per 
patient costs. 

And another important factor that we don't give a lot of credence 
to and something Dr. Garthwaite said, and that is when we attract 
healthier people into the system, we theoretically get paid for those 
healthier people and don't end up having to payout as much. 

So those are the kinds of things and those are the advantages 
we get shrinking the system and opening it up. 

On the adjudication side, here we have a wonderful o~portunity 
to use the advantages of modem technology. We haven t done as 
good as we would have liked to, and Mr. Everett knows a lot about 
that. But we now I think clearly are on track, and we feel very 
comfortable with the estimates that we have made and projected 
out to the year 2002. 

Mr. BISHOP. Thank you, Mr. Secretary. I think my time has ex-
pired. 

The CHAIRMAN. I thank the gentleman. 
The gentleman from Minnesota, Mr. Peterson, is recognized. 
Mr. PETERSON. Thank you, Mr. Chairman. 

OPENING STATEMENT OF HON. COLLIN PETERSON 

Mr. Secretary, from the veterans of Minnesota, we very much ap­
preciate your leadership and your willingness to come out and visit 
with us, not only the veterans but our good VA stuff out there. 

Mr. BROWN. Thank/ou. 
Mr. PETERSON. Gla to listen to your testimony this morning. I'm 

kind of the new kid on the block here. I'm trying to get up to speed 
on what is going on and trying to digest all of this. I think I some­
what grasp what you're trying to do, and I think agree with where 
you're trying to go here. 

I think, from what I can tell, you are trying to become part of 
the mix. If there's going to be choices for HMOs, or all of those 
other things, you'd like the VA to be a choice that people can select 
kind of on a level playing field. That's where you're trying to get. 

Mr. BROWN. And ~et paid for it. 
Mr. PETERSON. RIght. Yes, and get paid for it. So that's where 

you're trying to get, and I think that is the right direction and is 
probably the only way you're going to be able to make this work. 

You know, last year our group, Blue Dog Democrats, did our own 
budget and we did some things a little bit different. One of the 
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things we had in our budget last year was we had subvention, 
which nobody else had. We didn't get a lot of credit for it, but, you 
know, we found a way to pay for it, and so forth. So I think that 
there are ways that this stuff could be done. 

I guess my question is: you have taken some action, you've got 
some pilot programs to try to move in that direction. But isn't a 
lot of what you need to do dependent on us changing legislation to 
allow you to do this? 

Mr. BROWN. Absolutely. Without your support, our whole concept 
falls apart, and the only thing that would keep it afloat is that you 
replace the dollars that we requested hopefully from sources out­
side our category, or that we requested in our budget. 

Mr. PETERSON. But even if we replace the dollars, if you can't 
make the fundamental reforms, you're going to have big problems. 

Mr. BROWN. Absolutely. 
Mr. PETERSON. I mean, it's the same thing when we went 

through this Medicare debate last year. I mean, you know, the 
issue in Medicare is not the amount of dollars. The issue is we 
need fundamental reform in the Medicare system to put choice into 
that system, so that people that are accessing it can make choices 
and let the market work. 

And I think that's what we need to do in the VA is we need to 
give you the ability to get into the marketplace and compete. And 
right now, you've got too much bureaucracy. You've got too much 
law locking you, so you can't do what needs to be done. And, you 
know, so I guess what I'm getting at, is the legislation that you 
need, is it drafted? Where is it? Is that-maybe it's in here and I 
haven't read it yet. 

Mr. BROWN. Mary Lou. 
Ms. KEENER. I can respond to that, Congressman Peterson. The 

Medicare subvention bill has gone back to Congress in the same 
form that it was in last year. As far as we know, the legislation 
that we need is up there. Now we need your help. 

Mr. PETERSON. And to some extent, it's the Authorizing Commit­
tee that has to make some of these changes. Some of it probably 
has to be dealt with in Appropriations, I assume. Some of it prob­
ably has to be dealt with in the Budget Reconciliation. Okay. So 
I'm just trying to get a handle on where this all is. 

We are ~oing to be, as I say, finalizing our budget for this year, 
and so I WIll do what I can to try to get some of this stuff into what 
we're doing on our side, and hopefully we can all work together and 
give you the tools to do what you need to do, you know? Because 
I think you're on the right track. You're heading in the right direc­
tion. 

And I very much commend you for stepping up and providing 
leadership and thinking this through, because there is just too 
much bureaucracy in the system now. We've got to cut out the un­
derbrush. 

Mr. BROWN. Mr. Peterson, I just wanted to say before the meet­
ing is adjourned that I'm really delighted that you're on this com­
mittee. I've followed your career for a long time, and having the op­
portunity to have worked with you and the veterans in Minnesota, 
I know that we really have a champion that is going to look out 
for us. And I'm so glad that you--
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Mr. PETERSON. We want you to get back up to Minnesota, but 
we won't invite you this month. It's 10 below there this morning. 

Mr. BROWN. Thank you so much for that. 
Mr. PETERSON. And we 15-foot snow drifts at the VA hospital in 

St. Cloud there, so you probably-unless you bring your skis, you 
know, it-

[Laughter.] 
Mr. PETERSON (continuing). But we'll bring you up there when 

the weather is nice. 
Mr. BROWN. Okay. 
Mr. PETERSON. Thank you very much, Mr. Secretary. 
Thank you, Mr. Chairman. 
The CHAIRMAN. Yes. Mr. Peterson, Mr. Evans and I signed a let­

ter to both Secretary Brown and the Secretary of HHS asking them 
to address the concerns of the Ways and Means Committee before 
it got up here, and hopefully we can get into that, because it is 
going to be a problem. 

We testified last year on behalf of this Medicare subvention, but 
neither our committee, nor the Armed Services Committee, were 
successful. 

The gentleman from Pennsylvania, Mr. Doyle, is recognized. 
Mr. PETERSON. Mr. Chairman, I just would say that we did have 

subvention in the Blue Dog budget, so when it comes up this year, 
if we can keep it in there, why don't you all look at that and maybe 
you can support the Blue Dog budget and we'll get-

[Laughter.] 
The CHAIRMAN. The gentleman from Pennsylvania, Mr. Doyle. 

OPENING STATEMENT OF HON. MIKE DOYLE 
Mr. DOYLE. Thank you, Mr. Chairman. And I'll try to be brief. 

I have a statement which I'd like to submit for the record. 
Mr. Secretary, welcome back. We're glad you're here and hope 

you stay with us 4 more years, and the veterans in Pittsburgh, PA, 
are glad that you're back at the helm. 

Let me just first reiterate a concern that I think my colleague, 
Mr. Mascara, has and several members of this committee have. 
And, you know, we look at this budget, and at the end of 5 years 
we're going to treat more patients with fewer staff, with the same 
budget resources that we have today. 

And it sort of reminds me of a line from a movie that's popular 
right now-you know, "show me the money." We're sort of con­
cerned that you don't put yourself into a box. I mean, I think this 
is a worthy thing you're trying, and I've learned a new word 
today-stretch goals. We get to learn a lot of new buzz words up 
here on the Hill, and that's the new one today-stretch goals. 

And I want to say that, while expressing concerns, we don't want 
to-I don't want you to misinterpret it that we're saying this is 
never going to work and don't try it. We're saying go ahead and 
try it, but, you know, when you put out these stretch goals, let's 
not get ourselves into a box 5 years from now that we can't get out 
of, because we are in an era of dwindling resources. 

And when we get to the out years of this balanced budget agree­
ment that we're all cruising down, this glide path, you know, all 
of the stuff hits the fan in the out years-you know, fifth, sixth, sev-
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enth year. I'd hate to see us be put in a situation where veterans 
are put at risk because we weren't able to meet some of these rath­
er ambitious goals. And that's just a concern. 

But I have a question that hasn't been touched on today that I'd 
like to get your reaction to. You know, with the new VISN initia­
tive that is taking place, we're giving VISN directors allover this 
country a great deal of latitude to run their VISNs and to achieve 
some efficiencies. And I think that's good. 

I had a conversation with a VISN director who told me that he 
doesn't think veterans should even be in the service care delivery 
business, that his vision for VISN would be to see us-there 
wouldn't be any more veterans hospitals, that veterans would be­
come a health care plan, just like the many other private health 
care plans out there in the private sector. And that sort of struck 
me; I was very concerned at that statement. 

I wonder, do you share a vision, or do you see coming down the 
road where some day there won't be any more veterans hospitals, 
and that this Veterans Administration is going to become another 
health care plan? 

[The prepared statement of Congressman Doyle appears on p. 
115.] 

Mr. BROWN. I'm not going to ask you for the VISN director's 
name. [Laughter.] 

But he's--
Mr. DOYLE. And I'll gladly give it to you in private. 
Mr. BROWN. I'm afraid what I might do with it, so I'm not going 

to ask you. 
He or she certainly does not share our view. We believe that the 

VA is very, very important to our society. We recognize that it is 
costly, but that is part of the continuation of the cost of war. And 
the only reason why I would even support the VA going out of busi­
ness is because we've run out of veterans. 

And quite frankly, philosophically, I hope that one day that we 
won't have a need for veterans, that we won't have a need to place 
our young folks-our best and our brightest-at risk. And as a re­
sult, we won't have a need to have VA hospitals to respond to the 
hazards associated with military service. 

So that's my statement on that. And as long as we are placing 
our young people at risk, we've got to have an institution that re­
sponds to their needs when they come home, because you've got to 
realize this here, sir. Most people don't realize that many of the 
problems that our young folks have when they come home are real­
ly unique problems. 

You just take the question of Persian Gulf. If all 700,000 of those 
young folks were sick, it would not be in the private sector's best 
interest to invest millions and millions in research to find a solu­
tion, because they could never recoup their investment. There's not 
enough-the market share is just not there. 

But at the same time, because they did what we asked them to 
do, we have a responsibility to make that investment. And that is 
a good example on why we must continue to protect the VA, that 
we make it efficient but continue to let it thrive and exist and re­
spond to the needs of our citizen soldiers. 
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Mr. DOYLE. Mr. Secretary, I knew that was the answer you were 
going to give, but I think it's important that we say that, that peo­
ple understand that we serve a population-veterans hospitals­
that is different from the general population in many aspects. And 
I hope we don't ever go down that path of thinking that we can just 
become another health care plan, that veterans hospitals will al­
ways be around. 

We don't want to abandon the principle either that we fully fund 
veterans programs during this appropriations process. And I want 
you to set goals, and I want you to look for efficiencies, but let's 
not put ourselves in a position 3 or 4 years from now where, be­
cause of the way we're going budget-wise, that we put veterans at 
risk. 

I look forward to continuing working with you. 
Thank you, Mr. Chairman and Mr. Secretary. 
Mr. BROWN. Thank you, sir. 
The CHAIRMAN. The gentleman from Massachusetts, Mr. Ken­

nedy. 

OPENING STATEMENT OF HON. JOE KENNEDY 

Mr. KENNEDY. Thank you, Mr. Chairman. 
Mr. Secretary, welcome, and welcome to the members of your 

staff. 
Mr. BROWN. Thank you. 
Mr. KENNEDY. Mr. Secretary, a couple of sort of concerns. I had 

an opportunity to meet with Dr. Fitzgerald up in Massachusetts a 
month or so ago, and we had a meeting about his VISN plans. And 
obviously, seeing such large cuts in the budget up in that part of 
the country, I think just raises some questions in terms of not only 
whether or not there is sort of equitable cuts going on in terms of 
our region versus some of the other regions of the country. And at 
some point, maybe we could have a little more definitive get to­
gether on that issue. 

But there was also I think a series of concerns that came up in 
our discussion, and so I want to make clear that I'd like to come 
back and get together, maybe in your office or something like that, 
where we can go over some of the comparisons. 

Obviously, you're going to need to go and make reductions in 
terms of duplicity and that type of thing, and nobody wants to see 
you waste money. On the other hand, I think we want to have a 
sense that there's a balance in terms of the various regions, so that 
any particular region isn't being singled out for cuts well above 
other parts of the country. 

So I d like to be able to come back to you on that. 
Mr. BROWN. Yes, sir. 
Mr. KENNEDY. I think it also raises some of the questions about 

the concerns once those cuts become more public, as to how the vet­
erans groups that depend on certain facilities have come to utilize 
certain services, and the like, are going to be able to have input 
in terms of their own convenience and the kinds of disruptions that 
are going to take place. 

As you are aware, when we have faced those issues in the past, 
because in some cases how the VA went about trying to make some 
of those changes, it has had to pull back. And so I think it's very, 
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very important that when you go through that change process that 
it is explained, and that the VSOs and others are brought in, and 
that the veterans that actually use particular facilities, that that's 
going to change dramatically or give an opportunity to get their 
input. And I wonder whether or not you have a comment about 
how that is going to go. 

I also have another question, so I'd like to-if you can make it 
reasonably brief, I'd like to come back to you. 

Mr. BROWN. First of all, Mr. Kennedy, I basically do nothing 
without running it by the VSOs. I take a position; I don't want 
members of Congress, and I don't want our VSOs to read about an 
initiative that we have in the paper. So they are part of the 
process. 

Mr. KENNEDY. That's the local, as well as the nationals. 
Mr. BROWN. Well, I'm talking about the local-I mean, the na­

tional now. But with respect to the local part of the implementa­
tion, we have left it up to the VISN directors. And we have made 
it very, very clear that in order for any change to take place, they 
are going to have to include an implementation plan where mem­
bers of Congress, their staff at least, and VSOs are at the table. 

If you're telling me that that has not happened in VISN 1, then 
I certainly will look into that because that should have been part 
of the process. 

Mr. KENNEDY. I didn't mean to imply that it has. I don't think 
it has as yet, Mr. Secretary. I don't think that would be-you know, 
I think they're still in the formulation plan in terms of where 
they're headed, you know, with their reorganization. What I'm try­
ing to suggest to you is that I have seen very clearly when the VA 
had determined that it was in their interest to close certain clinics 
and change around how people were going to move. 

And they topped that on-they said they checked with folks. But, 
I mean, believe me, they hadn't checked with tens of thousands of 
veterans that had come to use those facilities. And, you know, I've 
seen the whole thing just blow up in the VA's face. 

So I wasn't specifically being critical of Dr. Fitzgerald and what 
his plan was. It's very hard for me, as a layperson, sitting there 
listening to a guy tell me how much duplicity exists in the system, 
and therefore he's going to close this, that, and the other thing, and 
he's going to save you a whole stack of money, and then be able 
to make some assessment as to how that's going to actually affect 
a lot of the veterans groups. 

But I think that if there is a very important issue here in terms 
of making certain that local input-I don't think that just saying 
that they-that leaving it up to the local VISN director to say, "I 
hope you're going to check with the local folks to make sure it's 
okay," I think it's got to probably go much deeper than that. 

Mr. BROWN. Mr. Kennedy, I think we even have a checklist that 
we mandated them to use that we said before you do anything, and 
particularly on closing and anything controversial, they have to 
come to us. In fact, in one case, we started putting veterans out 
of hospitals in your state, and Boston, and we found out about it. 
And he didn't check with us, and when I went there at Senator 
Kerry's invitation, we reversed that. 
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So we have a checklist that says that these are some of the 
things that you have to do before you make any major changes. 
And on that checklist is to make sure that you have all interested 
parties at the table before it happens. 

Mr. KENNEDY. Maybe you could submit that checklist for the 
record, Mr. Secretary. 

Mr. BROWN. Sure. We'd be happy to. 
(Subsequently, the Department of Veterans Affairs provided the 

following information:) 
The attached memorandum from the Under Secretary for Health provided guid­

ance concerning required reviews for Program Restructuring efforts at the VISN 
level. Also, the attached checklist guides facilities that are integrating management 
and functions. 

Dale: 

From: 

To: 

Department of 
Veterans Affairs 

SEP 27 1996 

Under Secretary for Health (10) 

Memorandum 

Program Restructuring, Stakeholder Involvement and Headquarters Notification 

Headquarters Chief Officers 
Chief Consultants 
Chief Network Officer 
Network Directors 
Facility Directors 

I. Considerable concern from several sectors has arisen recently regarding proposed and 
actual facility restructuring of clinical programs - especially regarding proposed changes 
to designated special emphasis programs (SEPs) such as spinal cord injury and 
prosthetics. Specific concerns have been raised about a perceived lack of timely 
stakeholder and employee involvement in planning such changes and a perceived lack of 
review by VA Headquarters (V AHQ) chief consultants. Further, a number of facilities 
have pursued program or service closures of various types (e.g., nursing home care units, 
dialysis units and in-patient substance abuse treatment units) without providing V AHQ 
with advance notice. 

2. By way oflhis communication, I am reminding you that any proposal for restructuring 
clinical services, and especially the SEPs, must involve stakeholders and employees and 
be reviewed by the program chief consultants early on and as needed throughout the 
process. Further, V AHQ must be notified in advance of any proposed program or service 
closure. This notification should be with sufficient lead time that HQ concerns and 
questions Can be addressed. At a minimum, V AHQ should receive such notice ten (10) 
working days before any definitive action is planned to be taken. 

3. It is my hope to avoid having to require VAHQ approval of facility or network 
structural reorganizations. 

4. I will also take this occasion to remind you that in developing any restructuring 
proposal a number of issues or questions must be clearly addressed. At a minimum, these 
include the following: 

a. What are general and specific goals that are to be achieved by the 
restructuring? 
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b. What are tbe specific outcome measures that will be tracked, and what is tbe 
process for monitoring tbose measures that will be used to determine ifthe goals are 
being achieved? 

c. How will tbe identity and functioning of national programs (e.g., spinal cord 
injury, blind rehabilitation and prosthetics) be maintained iftbe restructuring occurs, and 
especially, how will standardized processes or procedures to provide service and tbe 
uniformity of services be ensured? 

d. How will a continuum of care be assured? 

e. How will quality of care be monitored and maintained or improved? 

f. Who will provide medical and administrative leadership and oversight for tbe 
program if it is restructured? How will adequate medical input to program decision­
making be assured? 

g. Who will have actual program "ownership" and responsibility, and how will 
program and provider accountability be assured if tbe program is reorganized? 

h. How will patient satisfaction and customer service be monitored and 
maintained or improved? 

i. How will program costs be evaluated and monitored? 

5. The importance of being able to clearly answer the above questions cannot be over 
emphasized. Likewise, the need for full and open discussion with stakeholder groups and 
employees is of paramount importance. 

Kf¥~~, '<D,MPH 
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Mr. KENNEDY. I also-we didn't get to the whole issue of eligi­
bility reform, which I wanted to come to. But maybe we11 have a 
chance to catch up on that. 

There was some confusion, I must say, Mr. Secretary, in the 
VISN director's mind about what was intended by this committee 
in terms of our eligibility reform. And I think it's well worthwhile 
exploring that at a further date. 

But I do think that it's just very important that we get some 
very, very, you know, important input from the local community in 
terms of how veterans are going to view these kinds of changes. 
And I'm concerned that that's not, in fact-that that might not, in 
fact, go on. So I look forward to the list and to working with you. 

Mr. BROWN. Thank you. And I agree with you. 
Mr. KENNEDY. Thank you, Mr. Chairman. 
The CHAIRMAN. Thank you. 
The gentlelady from Florida is recognized. 

OPENING STATEMENT OF HON. CORRINE BROWN 

Ms. BROWN. Thank you, Mr. Chairman. Thank you for holding 
this important hearing today. I've been on this committee for 5 
years, and one of the highlights always is when the Secretary 
comes to this committee. He is a champion and an advocate for the 
brave men and women who have served this country. 

I think I'm supposed to also thank you, because each year you 
come we talk about Florida, and we talk about the formula for 
Florida. And I understand that we just put a new program into 
play yecterday, and can you explain a little bit about the program? 
I understand that at last that the funds will be following the veter­
ans. For example, the Minnesota veterans today is in Florida. So 
they're being serviced in Florida, and so we're going to get some re­
imbursement in Florida. Could you explain that a little bit? 

Mr. BROWN. Congresswoman Brown, I love you, but you sure put 
me in an awkward situation with that question. [Laughter.] 

Yes, we are now in the process-and we have already-for two 
reasons. Number one, simply because it is the right thing to do; but 
in addition to that, as a direct result of mandate of law, we have 
initiated a program where we are making sure that the funds fol­
low the veterans. And so that has something to do with what Mr. 
Kennedy was talking about, where we are looking at average costs 
and forcing those that deviate, for no apparent reason, far from the 
average to get more in line. And we are taking those dollars and 
putting them in areas where veterans are moving to. 

Out of this whole process, in our 22 regions there are 16 winners. 
And, of course, Florida is a big winner in that process. 

Ms. BROWN. Thank you. 
Mr. BROWN. And there are six losers. But we don't like to think 

of the losers as actually losers. It's allowing them to become more 
efficient, and we are giving them the incentives to do so. 

Ms. BROWN. I just want to thank you, Mr. Secretary. I mean, you 
know the strain that we have experienced in Florida over the 5 
years that I've been here and before. I guess one other question 
that I always have to ask is: what has happened to the central 
Florida veterans with Brevard Hospital? And I saw that the Presi­
dent didn't include it in his budget, and so where are we? 
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Mr. BROWN. Well, as you can tell, Ms. Brown is in there fighting 
for our veterans. When I first met her, she was mad at me about 
a clinic and came to my office and just ran me up one wall and 
down the other. So I'm really glad that I've been able to respond 
to some of your concerns, because your concerns were clearly valid. 

With respect to Brevard, as you know, we are under mandate of 
law to have a study, and at this particular time we have not-I 
have not received the study results. But as soon as I do, I will 
make sure that you get a copy of it and then we can talk about 
what is our next course of action. 

Ms. BROWN. Thank you, and welcome back. 
Mr. BROWN. Thank you so much, ma'am. 
The CHAIRMAN. Thank you, Ms. Brown. 
The gentleman from Louisiana, Dr. Cooksey, is recognized. 

OPENING STATEMENT OF HON. JOHN COOKSEY 
Dr. COOKSEY. Thank you, Mr. Chairman. 
We are glad to have you here, Mr. Secretary. 
Mr. BROWN. Thank you, sir. 
Dr. COOKSEY. As a freshman Congressman, I'm spending a lot of 

time running between various meetings. But as a veteran, and as 
a physician, I appreciate your coming here. 

I have gone to the trouble to visit my veterans hospital, and I 
think the people there are doing a good job, and they are moving 
in the right direction and moving from the system that all of the 
hospitals were in, the ones that I worked in as a physician, to the 
changes that are more cost efficient but yet put quality as the cri­
teria, quality of care above cost of care. I think that's still impor­
tant. 

I would add that I have used all of the veterans services. After 
I got out of the Air Force, during the Vietnam period, I did use my 
GI bill. Much to the chagrin of my opponents in my race, I have 
not had to use your cemetery services. [Laughter.) 

Mr. BROWN. If you did, I would have been the first one out of 
here. [Laughter.] 

Dr. COOKSEY. But anyway, as a physician, I am trying to find so­
lutions to problems, as opposed to my colleagues in the legal profes­
sion who are trying to find fault. And we are here to help you. I 
am here to help you, and I think that we can all work together and 
do a lot of the right things. 

I personally, quite frankly, had some major problems with your 
budgetary assumptions. In fact, we were looking it over between 
7:30 and 8:00 this morning, and I understand from my staff person 
that those questions were asked and answered, and you've touched 
on them again. So I'll keep my fmgers crossed and hope that it does 
work this year. 

Mr. BROWN. Thank you. 
Dr. COOKSEY. If not, we'll see you next year. 
Mr. BROWN. Thank you. 
Dr. COOKSEY. Thank you, Mr. Secretary. 
Thank you, Mr. Chairman. 
The CHAIRMAN. Mr. Secretary, I believe Mr. Evans has another 

question to follow up. 
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Mr. EVANS. Actually, I wanted to direct it to the General Coun­
sel. 

I understand that there have been a number of requests for ex­
tensions before the Court of Veterans Appeals by the so-called 
Group VII, the group that represents the VA before the court. Is 
this true? And has that been caused by a lack of funding for Group 
VII? 

Ms. KEENER. I'm not aware of the numbers on that, Congress­
man. I can get them for you and let you know. I am not aware that 
a decrease in funding has caused an increase in those numbers, but 
I can tell you that a decrease in the GOE funding has caused us 
to look at, the loss of approximately 35 attorneys in 1998. Several 
of whom will come from Group VII. 

I have two groups in particular that I am very concerned about 
staffing levels, and one of those is Group VII. As the 1998 budget 
is currently projected, we anticipate that it is not going to get bet­
ter. It is going to get worse. 

Mr. EVANS. Okay. If you could submit the numbers of exten­
sions--

Ms. KEENER. Yes, sir. 
[The information follows:] 
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2/24/97 

RESPONSE TO QUESTION 
FROM 

REPRESENTATIVE LANE EVANS 
RE 

EXTENSIONS SOUGHT IN COURT OF VETERANS APPEALS 

I. BACKGROUND 

A. The Secretary of Veterans AHalrs. as the appellee or respondent in 
every case brought before the Court of Veterans Appeals (CVA or Court). is 
represented by the Gen.ral Counsel. pursuant to 38 U.S.C. I 7263(a). The 
Appellate Litigation Group. Professional Staff Group VII (PSG VIII, handles 
the CVA caseload for the General Counsel. 

B. Under the CVA's Rules of Practice and Procedure, the Secretary 
has a number of sequential filing obligations in ellery case. For example, 
pursuant to Rule 4(cl. a copy of the decision of the Board of Veterans' 
Appeals (BV A or Boardl on appeal to the Court must be filed and served 
upon the appellant within 30 days of the issuance of the Court's Notice of 
Docketing. The Designation of the Record on Appnl (DOR) is due 60 days 
after docketing. Rule 10(a). The Transmission of the Record on Appeal 
(TORI is due within 30 days after appellant's due-date for filing a counter 
designation of, or statement acceptinll the DOR, under Rule 11(a)(2). 
Appellant's brief comes due within 30 days .~er the Clerk of the Court gives 
notice that the TOR hiS been filed, Rule 31(11. The Secretary's Brief is due 
within 30 days after the appellant's brief is filed and served, under Rule 
31(a). Miseellinious other d .. dlinlS are imposed by order. of the Court. 

C. If a party is unable to meet a Court-imposed due-date. a motion for 
an extension of time is filed. under Rules 26(bl and 27(al, askinll the Court 
to extend the deadline. It must show good cause for the requested 
extension. Th" following statistics reflect utension motions filed on behalf 
of the Secretary. 
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0, Motions for extensions by the Secretary, listed by calendar year, 
and by major item due in CVA: 

OOR 
TOR 
.ari.c.f 
Total 

258 
82 

ll.Ql 
1447 

219 
196 

l.ill 
1752 

1003 
367 

l.2a 
2938 

The rising numbers reflect the growth in the number of cases appealed from 
the eVA, the increasing complexity of cases appealed, and a decline in 
personnel assets which is explained in the following paragraphs. 

II. PSG VII CASELOAD 

A. The figures regarding extensions sought by the Secretary reflect 
that the caseload has been growing steadily over the past four years. The 
number of cases filed in the Court has increased as follows: 

FY 1993 
FY 1994 
FY 1995 
FY 1996 
FY 1997 

1319 
1364 
1464 
1826 
2400 (Projected) 

B. The most recent trend shows that, over the past nine months, new 
eVA cases have been filed at a rate of nearly 200 each month, as follows 
(figures show new cases and total pending): 

May 1996 176 1600 
Jun 1996 202 1664 
Jul1996 213 1741 
Aug 1996 194 1769 
Sep 1996 203 1854 
Oct 1996 188 1833 
Nov 1996 217 1904 
Dec 1996 175 1923 
Jan 1997 209 1972 

C. PSG VII's caseload is a reflection of the decisional output of the 
Board of Veterans' Appeals. Although improved BVA procedures have 
contributed to the increased output, the eVA has experienced significant 
personnel growth in the past several years. The number of decisions 

2 
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rendered by the BVA over the past four years shows a steady growth as 
follows: 

FY 1993 
FY 1994 
FY 1995 
FY 1996 
FY 1997 

26.400 
22,045 
28,195 
33,944 
38,000 (Projectedl 

D. At the current pace, it is anticipated that the CVA will docket 
2400 or more cases in FY 1 997. BVA statistics indicate that the Board had 
over 57,000 appeals pending at the start of calendar year 1997. Cases 
appealed to the eVA are projected to increase in number for the foreseeable 
future . 

E. Another indicator of the growing case backlog is the volume of 
photocopies prepared by PSG VII for filing in the Court. The increased 
volume reflects the growth in the size of records on appeal as well as the 
complexity of issues under consideration. For the last three calendar years, 
the following number of copies have been produced: 

~ - 4,683,008 .1..9.9..5. - 4,458.638 llaa - 5,096,183 

This reflects a growth of about 34,500 copies per month between 1994 and 
the end of calendar 1996. 

III. COMPLEXITY OF PSG VII CASELOAO 

A. Not only has the raw number of cases increased, but the demands 
placed upon the attorneys by each case have grown significantly. In the first 
three years of the Court'. existence, PSG VII responded to most cases by 
filing motions for summary affirmance on the merits. The Court expressed 
dissatisfaction with that practice, and, since about 1993, full legal briefs are 
filed in the majority of merit. cases. 

B. In addition to litigating cases on the merits, PSG VII must deal with 
Equal Acces. to Justice Act (EAJA) cnes. As a direct fallout of the Federal 
Courtli Administration Act of 1992, EAJA fees were authorized for 
representation of appellants before the CVA. The involvement of PSG VII 
attorneys in EAJA cases has siphoned a great deal of their time away from 
the litigation of merits appeals. EAJA payments require a PSG VII analysis of 
the application for the legal sufficiency of the claim. The preparation also 
requires telephonic or in-person conferences to negotiate payment of 
·reasonable" fees. PSG VII must also prepare the final settlement 

3 



46 

memorandum and follow up to ensure the responsible VA Finance official 
effects prompt payment. The analysis, negotiation, settlement, and payment 
of these claims has been a significant time drain on the attorney staff -- all of 
which adds to the increasing incidents of motions for extensions. EAJA fee 
payments have mushroomed since inception as reflected by the following: 

Cases 
Settled 

Amount 

FY93 

11 

FY94 

69 

Paid $59,236 $81,770 

FY95 FY96 Total 

300 207 676 

$1,199,235 $1.402,052 $2,743,293 

C. Since August 1993, the Court has instituted the practice of 
convening a "Rule 10· conference in every case in which a dispute arises as 
to the content of the Record on Appeal, and a "Rule 33" conference in every 
case in which the appellant has a representative. Such prehearing 
conferences require PSG VII counsel to review the case in preparation for and 
to participate in the telephonic or in-person conference which involves Court 
personnel and the appellant and lor the appellant's representative. Each 
conference, two per merits case, takes at least an hour each of attorney 
time. 

IV. PSG VII STAFFING 

A. The Appellate Utigation Group is currently staffed with 34 
attorneys; an Assistant General Counsel, one Principal Deputy Assistant 
General Counsel, two Special Assistants (one an attorney, one special 
assistant for administration), four Deputy Assistant General Counsel, and 25 
Appellate Attorneys. However, since 1993, attorney stiffing has been 
reduced, by attrition, by approximately four, and the size and experience 
level of the paralegal staff has been reduced. 

B. Since the start of Fiscal Year 1994, 12 attorneys have departed 
PSG VII (including two who will be leaving within the next month). Six 
attorneys joined PSG VII In that time period. The net result is that attorney 
staffing has declined by four since FY 1994. The average caseload per 
Appellate Attorney has grown from the 20's to nearly 50 active cases. 

C. The average case load would be much higher, but PSG VII hes 
undertaken initiatives to eliminate cases which present threshold 
jurisdictional issues. The a~omey Special Assistant, with support from the 
paralegals and one Appellate Attom.y, screens all Incoming cases and, 
where it appears there may be grounds to challenge jurisdiction, prepares and 

4 
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files appropriate motions, declarations, preliminary records, etc. Nearly 600 
cases have been identified and handled as jurisdictional issues over the past 
three years. This obviated the need for the General Counsel to prepare a full 
record on appeal and to brief those 600 cases for the Court. 

D. Similarly, since FY 1994, six paralegals have left PSG VII. and less 
experienced replacements have been hired. Current staff consists of two 
experienced paralegals and two inexperienced paralegal students. 
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Mr. EVANS (continuing). I'd appreciate it. 
Mr. Chairman, I also ask unanimous consent that all members 

that have written questions, that they be allowed to submit those 
for the record, and the answers to those questions to be a part of 
the record. 

The CHAIRMAN. Without objection. 
Mr. Secretary, if you would respond to those as expeditiously as 

possible, we'll make them part of the record. 
Mr. BROWN. Yes, sir. 
The CHAIRMAN. We want to thank you for taking the time to be 

here with us. And I just want you to know that one of the perks 
and the joys of being the chairman and the ranking member is that 
we get to sit here through the lunch hour and hear nine more wit­
nesses. [Laughter.) 

Thank you, Mr. Secretary. 
Mr. BROWN. Thank you, Mr. Chairman. 
The CHAIRMAN. If those that are leaving could exit the room as 

promptly as possible, we11 get to Judge Nebeker here in a minute. 
The CHAIRMAN. The meeting will please come to order. 
Judge, we appreciate your patience, and we welcome you here 

this morning. You may proceed in any way you choose. 

STATEMENT OF HON. FRANK Q. NEBEKER, CHIEF JUDGE, U.S. 
COURT OF VETERANS APPEALS 

Judge NEBEKER. Thank you, Mr. Chairman. 
I had come prepared to give a brief outline of where the court 

came from, why it exists, and what it does, because I recognize that 
there are members of this committee who are new and probably 
have not heard of the court before. That intention may be mis­
placed, because it doesn't appear as though there is anyone here 
who is a novice about the court. That being the case, I will hardly 
consume but a minute of your time this morning. 

On behalf of the court, I state that I have three purposes in 
being here. The first is to urge the passage of Title II of the legisla­
tive proposal, which is still before the committee having been sub­
mltted over a year ago. Title I is a totally different matter, but 
Title II is something that is, I think, quite justified in its purpose. 
And I would urge that favorable action be undertaken on it as soon 
as possible. 

My second point is, again, to assert and request that the pro 
bono representation program be separated from the court's budget, 
and that to that end they ought to be authorized by the Congress 
as a separate entity. And then we can work out-I hope we can 
work out, a way by which the court's operating budget does not 
fund one side of a substantial number of appellants that appear be­
fore the court. 

The third request that I would make is that based upon our writ­
ten testimony and the budget that we have submitted, that we 
could command the support of this committee with a favorable rec­
ommendation, respecting our appropriation request for the ensuing 
year, to the Appropriations Committee. 

And with that, I have nothing further to add, other than what, 
of course, is in my written testimony. 
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[The prepared statement of Judge Nebeker, with attachments, 
appears on p. 127.J 

The CHAIRMAN. Thank you, Judge, and I apologize for the attend­
ance. Perhaps with your cooperation, we could schedule a meeting 
later on specifically for the newer members that have not had the 
benefit of knowing the workings of the court. 

Judge NEBEKER. Thank you. I would welcome that opportunity. 
The CHAIRMAN. All right, sir. I have one quick question. 
Judge NEBEKER. Surely. 
The CHAIRMAN. I believe a year or so ago you advocated reducing 

the associate justices from six to four, and perhaps as late as this 
month still thought you would do that. Is that still going to be the 
case? 

Judge NEBEKER. Not really, sir. The caseload of the court is driv­
en by the dispositions of the Board of Veterans Appeals. The chair­
man has reported recently, and perhaps mentioned it to you this 
morning, the denials of benefits, outright flat denials of benefits, 
has increased in the last year from some 6,000 plus to some 10,000 
plus. That means the caseload in our court will soon be reflective 
of that increase. 

Some of the veterans service organizations, I understand, op­
posed the downsizing of the court. Some took a more cautious ap­
proach of wait and see. Well, they may have been vindicated, be­
cause it looks as though our caseload is on the increase. And as you 
know, we are now but six judges, five associate judges and myself, 
because of the untimely death of Judge Hart Mankin. 

The CHAIRMAN. Thank you, Judge. I think that while we're all 
interested in saving money, we're probably more interested in expe­
diting these hearings. 

I would turn to Mr. Evans for any questions. 
Mr. EVANS. Thank you, Mr. Chairman. I think it's a good idea 

to have another meeting with the Judge, and I'd suggest maybe we 
do it down at the Court of Veterans Appeals, so members know 
where it is. 

Judge NEBEKER. You would be welcome to come. 
Mr. EVANS (continuing). Maybe meet some of the other judges as 

well. 
Judge, some critics have said that the court has become a policy­

making body and also lengthened the appellate process. Would you 
care to comment on those views? 

Judge NEBEKER. Well, of course the court is not a policymaking 
body. The court is a creature of this Congress and the legislation 
that it passed in 1988. We are an appellate court, independent of 
the Department of Justice-I'm sorry, the Department of Veterans 
Affairs. That takes me back a few years, that slip. 

Our role is limited. Our scope of review is limited. And our job 
basically is to see to it that the Board does things in accordance 
with the statutes and the regulations adopted by the Secretary. 
And we do fmd quite a number of instances in which that complex 
set of regulations has in some aspect been forgotten about, ignored, 
or misapplied. 

And so we are there to correct those papers. That is not, by any 
objective standard, policymaking. The court fully recognizes policy 
is made here, and policy is made in the Secretary's office. I am sure 
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those who are the recipients of reversals or remands deem what we 
do, from their vantage point, to be making policy. But I think they 
lack an understanding as to what the purpose of an appellate court 
is. 

Insofar as delay is concerned, I can report that, as an appellate 
court ought to be, we are about as current as should be. There is 
delay before the cases are submitted for a decision, and I would be 
remiss if I didn't bring it to your attention and seek your help in 
solving the problem. It is not the problem of the court, except that 
it impacts upon the court's ability to get to the cases faster. 

I am referring to the necessity of the general counsel's office, who 
represents the Secretary before the court, to expeditiously bring 
those cases to the court by designating the record and then by fil­
ing a brief. Group VII, the group of attorneys that represents the 
Secretary before our court, has been understaffed, has been deci­
mated by illness and a few other things, and it is my understand­
ing has also been hurt with respect to the current appropriations 
process for this fiscal year, and that they are understaffed, and 
that morale is a problem. 

Now, that does rub off on the court. It may sound as though it's 
none of the court's business, but it really gets to be if the problem 
isn't solved. It is not something that the court is in a position to 
do a thing about. 

Thank you, sir. 
The CHAIRMAN. Judge, thank you very much. We look forward to 

working with you. And I apologize again, and next time we11 take 
better care in scheduling. We will separate the Secretary out from 
the rest of you that have to testify later. But due to the outstand­
ing attendance we had this morning, we ran a little longer than we 
anticipated. 

Thank you very much. 
Judge NEBEKER. Thank you, Mr. Chairman. I look forward to 

getting together with the members at their convenience. 
The CHAIRMAN. Thank you. We11 work that out. 
The CHAIRMAN. If the third panel would come up, please-Mr. 

Taylor, Mr. Herrling, and Mr. Lancaster. 
Mr. Secretary, we11 start off with you. Let me properly introduce 

you. Honorable Preston Taylor, the Assistant Secretary for Veter­
ans' Employment and Training of the U.s. Department of Labor. 
Your entire statement will be inserted in the record. Any way you 
wish to summarize, please proceed, and we'll recognize the other 
two later. 

STATEMENT OF BON. PRESTON M. TAYLOR, JR., ASSISTANT 
SECRETARY FOR VETERANS' EMPLOYMENT AND TRAINING, 
U.S. DEPARTMENT OF LABOR; MAJ. GEN. JOHN P. HERRLING, 
USA (RET.), SECRETARY, AMERICAN BATTLE MONUMENTS 
COMMISSION; AND BON. B. MARTIN LANCASTER, ASSISTANT 
SECRETARY OF THE ARMY (CIVIL WORKS) 

STATEMENT OF BON. PRESTON M. TAYLOR, JR. 

Mr. TAYLOR. Good morning. I appreciate the opportunity to sub­
mit for the record the fiscal year 1998 Department of Labor budget 
request for the Veterans' Employment and Training Service. First, 
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I want to acknowledge the efforts of this committee and others in 
Congress who provided the resources that made it possible for 
VETS and our state partners to continue to meet the needs of our 
customers in fiscal 1997. 

My vision for VETS in 1998, and into the 21st century, is that 
we continue to evolve into a world-class organization, providing em­
ployment, training, and enforcement services to our Nation's veter­
ans. I expect our staff to keep pace with the demands and rewards 
of putting our customers, veterans, and their prospective employers 
first. This will give each veteran a chance for real employment se­
curity in a rapidly changing world economy. 

The agency's 1998 budget request is designed to promote the 
maximum employment and training opportunities for veterans, 
particularly those who still suffer from higher-than-average unem­
ployment rates-the disabled, the special disabled, minority, female 
veterans, young veterans, and recently separated veterans. To bet­
ter serve veterans, we are streamlining, shifting resources, and 
making better use of electronic tools. 

The quality of jobs available through the state employment serv­
ice system is improving. Federal contractors-and that means 
many of the Nation's leading companies-can now place job open­
ings electronically on America's job bank. Many of these are better­
paying and career-building jobs. I intend to make sure that DVOPs 
and L VERs have the knowledge and tools necessary to access these 
jobs and place our veterans into them. 

The only significant increase in our 1998 budget submission is a 
$2.5 million request for the homeless veterans reintegration 
project-an important program reauthorized by Congress last year. 
These funds will allow us to competitively award 20 grants to help 
homeless veterans move into unsubsidized employment. VETS is 
the only government agency directly working to put homeless vet­
erans into jobs. 

The bulk of our budget" just over $157 million, is for grants to 
our state partners to funa DVOP and LVER positions. We plan to 
emphasize and protect the LVER program, which supports the di­
rect services to veterans, and functional supervision of priority of 
services to our state agency partners. 

We are working with the state employment security agencies to 
make sure that the efficiencies generated by this emphasis will en­
able DVOPs to give more time and attention to those veterans who 
are not job ready, or when they leave military service and have 
need for more targeted, intensive assistance. 

This emphasis will not adversely affect our services to any of our 
veteran customers. In fact, it will allow DVOPs to concentrate more 
of their efforts on case managing, and those disabled veterans who 
require specifically tailored services to make them job ready. 

Our request for JPTA IV(c) is the same as last year, $7.3 million. 
These, too, will be competitive grants awarded to state entities 
through the governors' offices. A small amount of the funds will be 
used at my discretion for research and demonstration projects. 

The $22.8 million request for administration of the agency will 
support 254 employees, six fewer than we currently have on board. 
I intend to reach this staffing level through attrition. Our adminis­
trative funds will also support the transition assistance program, 
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TAP, for about 160,000 separating service members and their 
spouses. 

Finally, $2 million is requested to continue funding the National 
Veterans' Training Institute, which provides quality training serv­
ices to federal and state personnel charged with helping veterans. 

This is a tight and responsible budget. I appreciate the oppor­
tunity to present its highlights to you and look forward to working 
closely with the committee on behalf of our Nation's veterans. I'll 
be glad to answer any questions you may have, sir. 

[The prepared statement of Mr. Taylor appears on p. 150.] 
The CHAIRMAN. Thank you, Mr. Secretary. I do have one ques­

tion. What is the effect of not having a separate funding line for 
the transition assistance program? 

Mr. TAYLOR. I have looked at this. I've been in this job now just 
about 3% years, and that was one of the first questions I asked 
when I got here. I recently looked at it again, and I have deter­
mined that there is no adverse impact at all. And there really is 
no advantage to pulling the TAP funds out of the administrative 
costs and making it a separate line. 

The CHAIRMAN. Thank you, Mr. Secretary. 
Next we have Major General John P. Herrling, Secretary of the 

American Battle Monuments Commission. General Herrling? 

STATEMENT OF MG JOHN P. HERRLING 

General HERRLING. Good morning, Mr. Chairman. 
On behalf of the chairman of the American Battle Monuments 

Commission, General Fred Warner, I am pleased to appear before 
you today. 

Let me begin by thanking you, Mr. Chairman, and the members 
of this committee for the support you have provided to our commis­
sion over the years. The special nature of the American Battle 
Monuments Commission places it in a unique and highly respon­
sible position with the American people. The manner in which we 
care for our Honored War Dead is, and should remain, a reflection 
of the high regard in which we as a nation memorialize their serv­
ice and sacrifices. 

AI; you know, the American Battle Monuments Commission, es­
tablished by Congress in 1923, is a small, one-of-a-kind agency re­
sponsible for commemorating the services of American armed 
forces, where they have served since April of 1917, through the 
erection of memorial shrines, monuments, and military burial 
grounds on foreign soil. 

The American Battle Monuments Commission administers, oper­
ates, and maintains 24 permanent memorial cemeteries, and 28 
monuments, memorials, and markers, in 15 countries around the 
world. We have eight World War I and 14 World War II cemeteries 
located in Europe, the Mediterranean, North Africa, and the Phil­
ippines. All of these cemeteries are closed to burials. In addition, 
we are responsible for the American cemeteries in Mexico City and 
Panama. 

Interred in these cemeteries are approximately 31,000 World 
War I service members, 93,000 from World War II, and 750 from 
the Mexican War, for a total of approximately 125,000. 
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Also, we have approximately 5,000 American veterans and others 
buried in the cemetery in Panama. In addition, we have honored 
another 94,000 service members on the walls of the missing, dedi­
cated to those who are missing in action and those lost and buried 
at sea. 

The care of these cemeteries and memorials requires a signifi­
cant annual program of maintenance and repair of facilities, equip­
ment, and grounds. Care and maintenance of these facilities is ex­
ceptionally labor intensive. Therefore, personnel costs account for 
72 percent of our budget in fiscal year 1998. The remaining 28 per­
cent is required to fund our operations-our engineering mainte­
nance, utilities, horticultural supplies, equipment, and administra­
tive costs. Also, we operate with fixed assets. We do not have the 
option of closing or consolidating cemeteries or memorials. In light 
of this, we have increased our efforts to achieve greater efficiency 
and effectiveness, through automation, in the operation and finan­
cial management areas. 

In addition to our overseas mission, we have been mandated by 
the Congress to construct two memorials here in Washington, DC. 

On July 27, 1995, President Clinton and President Kim Young 
Sam of the Republic of Korea dedicated the Korean War Veterans 
Memorial. Last week, on February 6th, we opened the Korean War 
Veterans Memorial information kiosk. This kiosk houses the Ko­
rean War veterans honor roll, which allows friends and relatives to 
query a database containing the names and information about 
those who died during the Korean War. With the opening of the 
kiosk, the Korean War Veterans Memorial is now complete. 

In May of 1993, Congress authorized the American Battle Monu­
ments Commission to build a national World War II Memorial. The 
Rainbow Pool site on the mall was dedicated on November 11, 
1995, by President Clinton. Since that time, a national design com­
petition for the memorial was held, with over 400 preliminary de­
signs submitted. Six finalists were selected for the final stage of 
the competition. On January 17, 1997, President Clinton an­
nounced the winning design for that competition. 

In the packet that you and the other members of this committee 
have been provided is additional information and the renderings of 
the winning design. As directed by Congress, the project will be 
funded through private donations. The American Battle Monu­
ments Commission is working closely with the Presidentially-ap­
pointed World War II Memorial Advisory Board to raise the funds 
to build the memorial. 

Our greatest challenge, Mr. Chairman, for fiscal year 1998 will 
be in dealing with aging facilities and equipment. Our cemetery 
memorials range in age from approximately 50 to 80 years, with 
the Mexico City cemetery being over 140 years old. The permanent 
structures and plantings which make these facilities among the 
most beautiful memorials in the world are aging and require 
prioritized funding to maintain them at the current standards. In 
addition, much of our equipment is aging and rapidly reaching the 
end of its useful life. 

In summary, Mr. Chairman, since 1923, the American Battle 
Monuments Commission's cemeteries and memorials have been 
held to a high standard in order to reflect America's continuing 
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commitment to its Honored War Dead, their families, and the U.S. 
national image. This commission intends to continue to fulfill that 
sacred trust. Our appropriation request for fiscal year 1998 is 
$23,897,000. 

Sir, this concludes my statement, and I will be pleased to re­
spond to your questions. 

[The prepared statement of General Herrling, with attachment, 
appears on p. 157.] 

The CHAIRMAN. Thank you, General. You mentioned the aging 
facilities and equipment. Are you sure that your budget request for 
1998 properly or adequately covers these? Are you satisfied that it 
does, or--

General HERRLING. Sir, I am somewhat satisfied, as we have had 
to carefully prioritize our maintenance requirements. And like most 
other organizations of the federal government, I have a fairly size­
able deferred maintenance program. With the money I have been 
given this year, I will be able to make some in-roads into that de­
ferred maintenance program. But it's not all that I would like, or 
it's not all that the program requires. 

The CHAIRMAN. When you made mention of the fact that you 
could not consolidate or close a national cemetery, would that be 
of help to you? Or when you say "close," do you mean just lock it 
up, or just continue on with maintenance and if you have no more 
burials in that area? 

General HERRLING. Sir, all of our World War I and World War 
II cemeteries are closed to burials, with the exception of those War 
Dead whose remains may be discovered on old battlefields. What 
I meant was that we could not close and disinter the remains in 
one cemetery and move them to another cemetery, thereby reduc­
ing the number of cemeteries we are responsible for. Nor could we 
close the gates and just walk away from one of our cemeteries. Our 
cemeteries need to be maintained in perpetuity by this country to 
honor the commitment we have made to the War Dead and their 
families. 

The CHAIRMAN. I didn't mean it for that. I just meant the man-
agement. Of course, you do that now, I guess. 

General HERRLING. We do. 
The CHAIRMAN. Thank you, General. 
Mr. Evans, do you have any questions of the General? 
Mr. EVANS. No questions, Mr. Chairman. I just look forward to 

working with all of our friends, and it's particularly good to see 
Martin Lancaster back with us. He was chairman of the Veterans 
in Congress Caucus for a period of time. 

And we miss you here, Martin, and are glad to see you again. 
Mr. LANCASTER. Thank you. 
The CHAIRMAN. Okay. We'll listen to the Honorable Martin Lan­

caster, the Assistant Secretary of the Army. We're pleased to have 
a colleague here, Martin, and we look forward to your testimony. 

STATEMENT OF HON. MARTIN LANCASTER 
Mr. LANCASTER. Thank you, Mr. Chairman. It is my first oppor­

tunity to testify before your committee since you assumed the 
chairmanship and since Mr. Evans became the ranking member. 
And I'm looking forward to working with you on Arlington National 
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Cemetery Soldiers' and Airmen's Home National Cemetery, which 
come under my jurisdiction. 

I appreciate the opportunity to testify today in support of the fis­
cal year 1998 budget for those cemeteries. The deputy superintend­
ent of Arlington, Mr. Thurman Higginbotham, and my deputy for 
management and budget, Steve Dola, accompany me and will be 
available for questions after my testimony. 

With your permission, I will summarize my testimony and re­
quest that my full statement be submitted for the record at this 
point. 

The request for fiscal year 1998 is $11,815,000. This amount will 
finance operations at both Arlington and the Soldiers' and Airmen's 
Home National Cemeteries. It supports the workforce, will assure 
adequate maintenance of the buildings and grounds, and will per­
mit the superintendent to acquire necessary supplies and equip­
ment. 

Major new construction projects proposed for fiscal year 1998 in­
clude replacement of the historic Custis Walk, which is approxi­
mately 2,500 feet long and is about 75 percent affected by heaving 
and cracking which requires visitors to exercise additional care and 
presents a true safety hazard on the grounds of the cemetery. 

Also, access roads at the Columbarium complex will be con­
structed, which will allow full utilization of the new inurnment 
courts currently under construction. Additionally, $200,000 is being 
applied to further expand contracts that enhance the appearance of 
the cemetery while implementing government-wide streamlining 
plans and staff reductions. 

Our total personnel strength is declining from 128 authorized in 
fiscal year 1996, to 121 in 1997, to 117 in fiscal year 1998. How­
ever, at the same time, we plan to perform the same work contrac­
tually that previously was performed by civil service personnel. 
And we have directed those contractors to take on additional tasks 
that need to be accomplished. 

Ground maintenance, tree and shrub maintenance, custodial 
services, guide services, and informational receptionists, and head­
stone setting, realignment, and cleaning are all major functions 
now performed by contract personnel. 

The $11,815,000 requested are divided into three programs-op­
erations and maintenance, administration, and construction. The 
O&M program, totaling $8,779,000, will provide for the cost of 
daily operations necessary to support an average of 28 inurnments 
and interments per day, and for maintenance of approximately 630 
acres. This program supports 111 of the cemetery's total 117 full­
time permanent positions. 

The administration program, $599,000, provides for essential 
management and administrative functions, to include staff super­
vision of Arlington and Soldiers' and Airmen's Home National 
Cemeteries. 

The construction program, $2,437,000, provides $1,175,000 to re­
place the Custis Walk, $810,000 to construct the Columbarium ac­
cess roads, and $350,000 to continue the graveliner program and 
other minor items. 
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In fiscal year 1996, there were 3,325 interments and 1,733 
inurnments; 3,500 interments and 1,900 inurnments are estimated 
for both fiscal years 1997 and 1998. 

Arlington National Cemetery is the Nation's principal shrine to 
honor the men and women who served in the armed forces. In addi­
tion to the thousands of funerals with military honors held eaeh 
year, hundreds of other ceremonies are conducted to honor those 
who rest in the cemetery and those who served. 

The 11,286 niche capacity of the Columbarium Phase III cur­
rently under construction will bring the total niches in the Col­
umbarium complex to 31,286. Phase I completed in 1984, and 
Phase II completed in 1991, each provide 10,000 niches. The addi­
tional niche capacity was achieved by increasing the square footage 
or footprint of each of the Phase III courts by 10 percent. 

In addition to providing more niches, the larger footprint permits 
the inclusion of a needed rest room and mechanical storage areas. 

That completes my summary, Mr. Chairman, and I will be 
pleased to answer your questions. 

[The prepared statement of Mr. Lancaster appears on p. 191.] 
The CHAIRMAN. Thank you. We look forward to working with you 

on this contracting out. I know when the national director was out 
in Arizona he expressed some concern as to just how far you could 
go on some of this contracting out, and we look forward to working 
with you. 

Let me ask you, to your overall land acquisition plan for Arling­
ton, and is there land available to fit the master plan? 

Mr. LANCASTER. Well, certainly, the master plan, which has now 
been presented to the Secretary for his consideration, does envision 
the acquisition of additional property. Part of the property acquisi­
tion is now in the works, in the study process, and that is the 24-
acre tract known as section 29, which is across Sherman Drive 
from the Custis-Lee Mansion. 

A study is now underway with the Department of Interior to de­
termine which of the 12 acres identified as the Preservation Zone 
are appropriate to transfer to us with the 12 additional acres iden­
tified as the Interment Zone, coming to us followin.g that study. 
That study will be sensitive to the historical nature of the site of 
the mansion and the backdrop that this area provides for that his­
toric structure. 

The master plan, which is now before the Secretary, would also 
envision other acquisitions. But until that is reviewed by the Sec­
retary and released by him, it probably would not be appropriate 
for us to discuss what those plans are. But very clearly, WIthout 
additional acquisition of property adjacent to the existing Arlington 
National Cemetery, at some point the burial space will be ex-
hausted. . 

We now have sufficient graves to carry us through, I believe, 
2025. But with acquisition of Section 29 lands, in the near term, 
and the potential acquisition of other lands evaluated in the master 
plan, along with implementation of projects to better utiilize exist­
ing lands, I believe that would go to 2050. And then, if there is 
other land available, that would extend the life of the cemetery 
even farther, but that is not included in the master plan that is be­
fore the Secretary for his approval. 
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The CHAIRMAN. Thank you. Mr. Evans. 
Mr. EVANS. No questions, Mr. Chairman. Thank you. 
The CHAIRMAN. Gentlemen, thank you, and we apologize again 

for the attendance. And thank you very much, and your statements 
will be made a part of the record in their entirety. 

The CHAIRMAN. You gentlemen from the Independent Budget, if 
there is no objection, the Chair would be more than happy to re­
schedule your meeting, if it doesn't work too much of an imposition, 
so that we will have more of the members here. I really would like 
for them to hear it. 

Now, unless I hear some objection, if that meets with your ap­
proval, I think we will do that. I can give you a possible-perhaps 
the latter part of the last week of this month, is that-or if you 
want to continue on, we're perfectly willing to sit here and--

Mr. GoRMAN. Well, Mr. Chairman, I appreciate the offer. I think 
we will take you up on that, and maybe you can--

The CHAIRMAN. All right, sir. 
Mr. GORMAN (continuing). Sit down with staff and try to get a 

date that's convenient for all of us toward the end of the month? 
The CHAIRMAN. If you would contact-work with Carl here, we'll 

certainly accommodate you. And I apologize and appreciate your 
doing that. 

Mr. GoRMAN. Thank you. 
The CHAIRMAN. All right, sir. 
I think that's all, then, isn't it? 
I'd like for the record to show that Chairman Spence was holding 

a meeting, the National Security Committee meeting, and couldn't 
be with us today. 

[Whereupon, at 11:58 a.m., the committee was adjourned.] 





FISCAL YEAR 1998 DEPARTMENT OF 
VETERANS AFFAIRS BUDGET 

TIlURSDAY, FEBRUARY 27,1997 

HOUSE OF REPRESENTATIVES, 
COMMITTEE ON VETERANS' AFFAIRS, 

Washington, DC. 
The committee met, pursuant to call, at 9:30 a.m., in room 334, 

Cannon House Office Building, Hon. Bob Stump (chairman of the 
committee) presiding. 

Present: Representatives Stump, Evans, Smith, Kennedy, Bili­
rakis, Gutierrez, Everett, Bishop, Buyer, Quinn, Doyle, Stearns, 
Peterson, Cooksey, Snyder and Chenoweth. 

OPENING STATEMENT OF CHAIRMAN STUMP 

The CHAIRMAN. The meeting will please come to order. I would 
like to welcome all the witnesses who will be presenting testimony 
today, and especially those that so graciously agreed to return 
when we ran out of members last week, and I appreciate that very 
much. 

This, of course, is a follow-on hearing of the February 13 budget, 
and at that hearin~ many people asked questions of Secretary 
Brown that we didn t get around to the rest of them, so he we re­
scheduled them for today. 

Today we are going to hear from the Honorable Frank Nebeker, 
Chief Judge of the U.S. Court of Veterans Appeals; the Independent 
Budget Panel, consisting of the Disabled Veterans, Veterans of For­
eign Wars and Paralyzed Veterans; as well as American Legion 
Noncommissioned Officer Association and the Vietnam Veterans 
Association. 

Before we begin with our first witness Judge Nebeker, I would 
like to recognize Ranking Member Mr. Evans for an opening state­
ment. Lane. 

OPENING STATEMENT OF RON. LANE EVANS 

Mr. EVANS. Thank you Mr. Chairman. 
I thank all the members coming back to hear Judge Nebeker and 

the veterans' service organizations about the Independent Budget. 
I think it is very important to have as many members as we pos­
sibly can have to hear from the VSOs in particular. 

I would be remiss in not mentioning the American Legion. The 
Legion has performed an invaluable service to this community over 
the years in providing its perspective on budgetary needs. 

We need to look at your views on the budget and your continuing 
efforts to put veterans first as we consider VA initiatives ranging 

(59) 
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from VA health care reform to giving our ailing Persian Gulf veter­
ans the answers they deserve. 

I know this will be some of the new members' first exposure to 
Court of Veterans Appeals. It has been one of my proudest accom­
plishments to help enact the legislation that created the court, and 
we are very pleased that Judge Nebeker is able to give us testi­
mony today before these new members. 

Thank you, Mr. Chairman. 
The CHAIRMAN. Thank you Mr. Evans. 
Judge, I don't know whether to apologize or not. We rescheduled 

this mainly for the benefit of the freshman members to hear the 
workings of the Court of Veterans Appeals, and now, unfortunately, 
not having any votes today except perhaps one procedure vote and 
the fact that we have the president of Chile on the Floor at 10 
o'clock, we are still short. But we are going to proceed anyway. 

I understand you have left a statement for each Member, a fact 
sheet, and we appreciate that. Your entire statement, of course, 
will be inserted in the record, and you may proceed at any way you 
see fit. Judge. 

STATEMENT OF HON. FRANK Q. NEBEKER, CHIEF JUDGE, U.S. 
COURT OF VETERANS APPEALS 

Judge NEBEKER. Thank you, Mr. Chairman. I appreciate the op­
portunity to acquaint the committee and its staff with the court. I 
recognize that there are some who may not know much about the 
court. 

First of all, you might legitimately want to know where I come 
from. I will tell you. I have 45 years of service to the government. 
I began in 1953 working in the White House. When I passed the 
bar, I went to the Department of Justice and finally the V.S. Attor­
ney's Office, where I served for 9 years. I was then appointed in 
1969 to the DC Court of Appeals. That is the equivalent of a State 
supreme court. I served there until 1987, when I was appointed to 
be the director of the Office of Government Ethics in the executive 
branch. And after the transition to the Bush administration, I was 
asked if I would take the job I presently hold. They were looking 
for somebody who could be a chief judge of the brand new court. 
And now to the court: 

It is a new court. Judicial review was not permitted regarding 
denial of veterans' benefits prior to 1988. The court was apparently 
in a 10-year to l5-year gestation period during which time there 
was deliberation here in the Congress as to whether there should 
be judicial review, and if so, what kind. They finally settled upon, 
in 1988, the Court of Veterans Appeals, a seven-judge court that 
can hear appeals from decisions adverse to veterans by the Board 
of Veterans' Appeals. That is the sole jurisdiction of the court. 

Some of our decisions are reviewable in the V.S. Court of Ap­
peals for the Federal Circuit-not all, but some are-where we in­
terpret a statute, the Constitution or regulation of the Veterans 
Department. We incidentally are batting a thousand in the Su­
preme Court. We had one case go to the Supreme Court. You prob­
ably all heard of it, Gardner, and we were affirmed, as was the 
Federal Circuit, by unanimous decision of the Supreme Court. That 
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is the only case where there has been certiorari granted to the Fed­
eral Circuit through our court. 

Now I notice that in your oversight plan there is an indication 
that the court is viewed as a court in the executive branch. That 
is not particularly important, but I would like to invite some facts 
to your attention. 

Unlike executive branch agencies, our judges file their fmancial 
disclosure statements with the Judicial Conference of the United 
States. That is by an act of Congress that we do so. Also, by an 
act of Congress, we are subject to the Code of Judicial Conduct of 
Judges of the U.S. Courts. In addition to that factor, the discipli­
nary machinery, ethics and disciplinary machinery, for the judges 
of our court is an integral part of that which is established in the 
Judicial Conference of the United States. All that is by statute. So 
when you look at it, we seem to be pretty much integrated into the 
judicial branch of government, albeit, that the court was created 
under Article I as a tribunal inferior to the Supreme Court. That 
is the language of the pertinent provision in Article I of the Con­
stitution. 

AI; I say, we sit here in the District. AI; I have informed many 
members, we have also sat across the country. We have the author­
ity to do so, but we don't exercise that authority very often. 

We have a very unique situation within the court, one that the 
Congress ought to be proud of. It is the wave of the future. Here 
is an appellate court that can sit single judge, in panels of three, 
or en banco It is the single-judge authority that is the wave of the 
future. It has to be the wave of the future in the State appellate 
courts because they, likewise, are inundated with frivolous or near 
frivolous cases. 

There are those who would say that the single-judge 
dispositional authority is devoid of collegiality in the decision-mak­
ing process. That is simply a misunderstanding on their part. Brief­
ly, here is the way it works: When a case is at issue, it is assigned 
at random to a single judge. That judge makes the decision wheth­
er the case is one that requires an opinion of the court for prece­
dent purposes, or whether it is absolutely controlled by existing 
statute or decision and the outcome is not debatable. If that deci­
sion is made, the opinion is circulated to the rest of the judges. If 
any judge says, I think it ought to go before a panel, it is pretty 
well a foregone conclusion that it will go before a panel. So there 
is collegial input at that stage. 

Once the decision is out, the single-judge decision is out, there 
is the authority under our rule to petition for panel review. That 
automatically involves two more judges, who then look at the opin­
ion again and look at the record and decide whether to grant panel 
review. If panel review is denied, the single-judge opinion stands. 
If it is granted, the single-judge opinion disappears, is vacated, and 
a new opinion will appear. 

There is more collegiality in that kind of a disposition than there 
is in so many of these busy appellate courts where you have in 
name three judges on the panel, but in reality a one-judge decision 
because it is too much for the court to handle. 

I have urged throughout the United States to the appellate 
judges of the country that they seek single-judge authority. It is a 
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way of conserving judicial resources, and it does not sacrifice the 
collegiality of the court. 

We have one other unique factor on our court. Almost all appel­
late courts have a central lefal staff that helps narrow the issues, 
and get the record on appea together where there is a dispute as 
to what ought to be in the record on appeal. Our central legal staff 
does that; but they do more. Since we do not have retired judges, 
as most State courts do, and they use retired judges for alternative 
dispute resolution called presettlement-or prehearing settlement 
conferences, where at the appellate level cases are settled out, we 
have been able to use our central legal staff for that purpose. 

There is a wall between them, when they are conducting settle­
ment conferences, and the judges. The judges never learn a thing 
about what went on in the settlement conference. And, you know, 
they are settling a lot of cases, which means that there is a disposi­
tion that is accomplished often before briefs are even filed. So this 
process is disposing of the cases where they ought to go back to the 
Board because of Board error, and these cases don't have to wait 
in queue to come before the court for disposition. 

We continue on the court to have a pretty high pro se, that is 
represent yourself, rate. Of late it has been 70 percent, a slight de­
cline, but it is still far higher than any other Federal court. Unfor­
tunately, the cases that come before the court for disposition have 
about a 50 percent error rate requiring remand. That is high. I 
know they have got a terrible job at the Board level. They have got 
a lot of cases. But the court's function is to comb those records for 
error that affects substantial rights. That is what we are doing, 
and we are finding it in about 50 percent of the cases that come 
before the court. 

I will go back to the single-judge disposition that I mentioned 
just a moment ago. In those cases by single-judge action that are 
sent back, there is prejudicial error found. The single-judge tech­
nique is not limited to affirming near-frivolous or frivolous appeals. 
It is used, I would guess, perhaps 40 percent of the time to remand 
cases because there was error in them. 

That concludes my presentation to you on what I am and what 
the court is. I would be happy to entertain questions. 

The CHAIRMAN. Judge, thank you very much, and we appreciate 
your willingness to appear before this committee. 

[The prepared statement of Judge Nebeker, with attachment, ap-
pears on p. 201.] 

The CHAIRMAN. Mr. Kennedy. 
Mr. KENNEDY. Just a very brief question, Mr. Chairman. 
Judge, when you were describing the process where a individual 

that has a case before the single judge that might object to the sin­
gle-judge ruling, you described a situation where if it is a clear rul­
ing of law, and it would be sort of automatically referred to a four­
judge panel or something like that. 

Judge NEBEKER. No, three. 
Mr. KENNEDY. Three-judge panel. 
Would the veteran or the veteran's attorney be able to bring to 

the attention of that three-judge panel any disagreement that he 
or she may have, or is that just up to the judges themselves to 
make that determination? 
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Judge NEBEKER. No, that is the purpose of a motion for panel re­
view of the single-judge decision, so that they may come in and 
make the arguments that they want to make to persuade the court 
that the single-judge decision is in error. 

Mr. KENNEDY. I see. Well, it sounds like a reasonable system, 
Judge. 

Judge NEBEKER. It works beautifully. 
Mr. KENNEDY. Have you found many of the attorneys objecting 

to the system that is in place in terms of providing them grounds 
for dealing with controversial issues? I mean, are you getting a lot 
of complaints that this system is not working because of the way 
the system has been set up? 

Judge NEBEKER. No. We have received no complaints as such 
from members of the bar. I understand there is an institutional 
concern among some veterans' services organizations that the sys­
tem is not to their liking, and I submit it is because they don't un­
derstand how it works. That is why I appreciate the opportunity 
to lay it on the record here to demonstrate that it does involve col­
legial reaction. 

Mr. KENNEDY. Thank you very much, Your Honor. 
And if any of the VSOs do have a particular complaint, I would 

be happy to talk to them and maybe drop up a note and let you 
know what their specific concerns are. I am not aware what they 
are, so if there are some that haven't come to light, I would be 
happy to try to follow up. 

Judge NEBEKER. ! appreciate that. 
The CHAIRMAN. Judge, let me follow. Is it accurate that the court 

finds the pro bono system to be of assistance to the courts? 
Judge NEBEKER. Yes, not only the court, but I think the veterans 

do. They are hanging out there with no abiiity to really take care 
of themselves before the court. It is an adversarial process all of 
a sudden, and it helps them as much if not more than it helps the 
court. 

The CHAIRMAN. Is it also accurate to say your budget remains 
the same except for the pro bono program? 

Judge NEBEKER. Yes. 
The CHAIRMAN. Thank you, sir. Mr. Steams. 
Mr. STEARNS. Thank you, Chairman. I have a question that is 

perhaps a little far from your field. Does the fact that this budget 
we are putting together and its priorities affect you and your De­
partment at all? In other words, do you feel any impact from the 
budget, veterans' budget? 

Judge NEBEKER. You mean the Department of Veterans Affairs 
budget? 

Mr. STEARNS. Yes. 
Judge NEBEKER. No, we are totally independent of that. Our 

budget is submitted to the Office of Management and Budget, but 
the executive branch has no power to cut it. Fortunately when the 
court was created, we were given that type of judicial independ­
ence, if you will, and that is why I appear to justify the court's 
budget, because it is not something that is handled through the ex­
ecutive branch. 

Mr. STEARNS. Okay, thank you. 
The CHAIRMAN. Mr. Gutierrez. 
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Mr. GUTIERREZ. Thank you very much, Judge, for being with us 
here this morning. You describe in your written testimony the sig­
nificant increase in appeal cases seen before your court in the past 
2 fiscal years. If you could, would you explain in greater detail why 
this pattern is occurring and why you believe it will continue as we 
move toward the end of the century? 

Judge NEBEKER. Surely. The caseload in our court is directly 
driven by the dispositional rate at the Board of Veterans' Appeals. 
The chairman of the Board has informed us lately that their 
dispositional denials, outright denials, have gone from 6,000 odd to 
10,000. That of necessity means a greater percentage-a greater 
number will come to our court, although not all 10,000 of them. We 
have learned that there is not that 100 percent ratio of appeals. 

Many of those who have had their claims denied consult with 
veterans' service organizations or others and learn that there is 
nothing that they can do, that an appeal would be fruitless. But 
we still get a number of appeals just because the right of appeal 
exists, and so we do get an increase whenever the door is opened 
at the Board level. 

Incidentally, sir, it isn't just the complete denial, flat denial, that 
is appealable. The Board can sometimes award benefits for one 
thing and deny for another, and then we get that denial, and that 
is not included in the 10,000. 

Mr. GUTIERREZ. Excuse me, Judge. And you believe it is going to 
continue, that the increase in the­

Judge NEBEKER. Yes, sir. 
Mr. GUTIERREZ (continuing). In the number of cases? 
Judge NEBEKER. Yes, sir. 
Mr. GUTIERREZ. What leads you to believe that there is going to 

be a continued increase in denial? 
Judge NEBEKER. Because the chairman of the Board has been 

successful within the Department in his endeavor to increase his 
staff, and they have had marked increases in their capability. This 
is one of the problems that we are experiencing right now because 
on the other end of the belt, the Group VII lawyers in the General 
Counsel's Office that represent the Secretary before our court have 
not had incremental increases. In fact, they have gone the other 
way, and it is causing problems. 

Mr. GUTIERREZ. So, Judge, they can get more work done, which 
ultimately leads to more appeals. 

Judge NEBEKER. To more appeals for us, that is correct. 
Mr. GUTIERREZ. Thank you for being with us here today, Judge. 

I appreciate it. 
The CHAIRMAN. Mr. Snyder. 
Mr. SNYDER. Thank you, Mr. Chairman. 
Judge, you know this is the first term row right here, so I am 

going to start with the basics here. Could you give me the thumb­
nail of what key points you see in this year's budget request that 
I need to know? 

Judge NEBEKER. You mean for the court? 
Mr. SNYDER. For the court. It had some points about the pro 

bono. 
Judge NEBEKER. Well, our operating budget is a flat budget, and 

we are continuing to meet the demands that were imposed a year 
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ago to cut back on government through the National Performance 
Review. But we are maintaining a flat budget with no increases ex­
cept where by law we have to give pay raises. And there is no pay 
raise for judges. We are not anticipating an entitlement for pay 
raises there. So our budget is flat. 

Mr. SNYDER. Do you want it to be flat? 
Judge NEBEKER. We can get by with it, yes. 
Mr. SNYDER. I notice you have cut out your annual conferences. 

Is that a good thing? 
Judge NEBEKER. We have. It isn't that expensive a thing. We 

don't travel. We have them right here at Fort Myer, and it is some­
thing that the Article III Federal courts have done as well. 

Mr. SNYDER. What, gone to every 2 years? 
Judge NEBEKER. Every 2 years, yes. And we have done it because 

obviously others involved have to spend money, too. The Board 
puts out a lot of money to come to the conference, and the decision 
was made that it is good enough to do it every 2 years. It is fun 
to do it every year, but we don't have to. . 

Mr. SNYDER. So you are satisfied with the budget being flat? 
Judge NEBEKER. I am satisfied with our operating budget this 

year being flat, yes. The aggregate budget, of course, is not, but I 
offer no comment on the pro bono's portion of that budget. 

Mr. SNYDER. In terms of the amount? 
Judge NEBEKER. In terms of the amount. 
Mr. SNYDER. Now your statement makes comment about where 

it ought to be. Would you explain or give me a 30-second summary 
the point you made in your statement? 

Judge NEBEKER. You see, out of our operating budget we are 
funding a substantial portion of one side of the litigants that ap­
pears before the courts. There is a problem of objectivity. There is 
a problem of appearance that the court is perhaps in a position 
where it has to sacrifice its own function for the purpose of liti­
gants on one side, and as a result impartiality could be questioned. 
At least the appearance of it could be questioned. It is for that rea­
son that we would like to see the program, which we support-It 
is a fine program-We would like to see it authorized and sepa­
rately funded in some way. 

Mr. SNYDER. You made this point last year. 
Judge NEBEKER. We did. 
Mr. SNYDER. That argument didn't carry today apparently. 
Judge NEBEKER. It did not. 
Mr. SNYDER. Why was that you think? 
Judge NEBEKER. Well, it was not authorized. The program was 

not authorized, and as I understand it, there is a problem with 
whose apportionment, the money comes from. We thought it would 
be a good idea to let it go to the Legal Services Corporation, but 
that gets it into a totally different appropriations subcommittee, 
and that is a turf problem, a jurisdictional problem, and I gather 
it is creating a problem. 

Ideally this program, which was a pilot program, ought to be 
funded privately. I don't oppose it being funded by public funds, 
but it was a pilot program when we got it started. It is a roaring 
success, quite frankly. The folks that are working in it have done 
tremendous work, and they are continuing to do it. And if they can 
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just in some way be funded beyond the appearance of the court sac­
rificing over here in order to run a program over here, we would 
be very happy. 

Mr. SNYDER. And then another point in your statement you talk 
about survivors' benefit change. Am I understanding that right? 

Judge NEBEKER. Yes. There is title 2 of this legislative proposal 
which we submitted last year, the so-called downsizing proposal. 
Title 1, the downsizing proposal, as Mr. Gutierrez's question points 
out, we have got an increase in caseload now, so we ought to leave 
that thing alone. But title 2 deals with bringing the retirement and 
the annuity system for survivors up to a par with what is in exist­
ence elsewhere within the judicial branch of government, the Tax 
Court, what used to be the Court of Military Appeals, and the Arti­
cle III Courts. And we urged that that provision, that title, be en­
acted into law. We understand that veterans' service organizations 
support that effort. 

Mr. SNYDER. Thank you, Judge. 
Thank you, Mr. Chairman. 
The CHAIRMAN. Mr. Quinn. 
Mr. QUINN. Thank you, Mr. Chairman. 
Judge, thank you for being with us today. I want to get back to 

the pro bono program for a minute that the chairman mentioned 
before. 

Judge NEBEKER. Sure. 
Mr. QUINN. You mentioned your positive reaction to that. Do you 

have any measurement to gauge that positive reaction, that it is 
working, that it is helpful? Is there anything formal in place that 
gives you some feedback, or is it just a sense? 

Judge NEBEKER. No, there is something rather formal, if you 
want to call it that. We start out with about 70, 75 percent pro se 
when they come in the door. By the time they go out, it is down 
to 50. A lot of that change is as a result of the program. 

The other thing that is significant is that the program screens 
these cases so that these volunteer attorneys are not taking the 
frivolous cases, they are taking a case that the screeners think has 
got some merit to it, and their rate of success, i.e., their winning 
the case before the court, is very high. So those are two factors that 
I say demonstrate the program is a success. 

Mr. QUINN. How about feedback from the veterans themselves? 
Judge NEBEKER. We don't get any. 
Mr. QUINN. Do you think you need any? 
Judge NEBEKER. No, we don't get any accolades, and we don't 

want any from the litigants that appear before the court. Our job 
is to decide the case. If they are pleased, they are pleased; if they 
are not, they are not. That is the way it has to be in the court. You 
may hear about it. 

Mr. QUINN. I agree we hear about it. 
The CHAIRMAN. Mr. Bilirakis. No questions. Mr. Buyer. 
Mr. BUYER. Judge, as I figure, you make 50 percent happy, some­

body. 
Judge NEBEKER. Sometimes neither is happy because we rule 

against the position the Secretary has taken, and he still wins the 
case, or part of the case. 

Mr. BUYER. I don't have any other questions. 



The CHAIRMAN. Mr. Cooksey. 
Mr. COOKSEY. No questions. 
The CHAIRMAN. Mr. Doyle. 
Mr. DOYLE. No questions. 
The CHAIRMAN. Mr. Evans. 
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Mr. EVANS. I would like unanimous consent to submit written 
questions and ask that the answers to those questions and the 
questions themselves be made part of the record. 

The CHAIRMAN. Certainly. 
Judge, there may be some questions from staff. If you would re­

spond for the record-or from other members-we would appreciate 
it. 

Judge NEBEKER. We will be happy to do that. 
The CHAIRMAN. Thank you very much, sir. 
Judge NEBEKER. Thank you for indulging me. 
The CHAIRMAN. Our second panel consists of four veterans' serv­

ice organizations who have prepared the Independent Budget. 
Gentlemen, we appreciate all the efforts you have put in the 

preparation of this document and the cooperative spirit which this 
document represents. 

Each witness this morning will be recognized for 5 minutes, and 
when you are ready, you may proceed in any order that you see fit. 

I might say to the new members that the Independent Budget is 
put together by the organizations that you see represented before 
you, not in conjunction with but in contrast to what the Depart­
ment asked for. So it is there for our assistance, and it is of great 
value, I think, in helping the members decide which is the right 
amount. 

STATEMENTS OF DAVID W. GORMAN, EXECUTIVE DIRECTOR, 
DISABLED AMERICAN VETERANS; KENNETH A. STEADMAN, 
EXECUTIVE DIRECTOR, VETERANS OF FOREIGN WARS OF 
THE UNITED STATES; MICHAEL E. NAYLON, NATIONAL EXEC­
UTIVE DIRECTOR, AMVETS; AND JOHN C. BOLLINGER, DEP­
UTY EXECUTIVE DIRECTOR, PARALYZED VETERANS OF 
AMERICA 
Mr. GORMAN. Good morning, Mr. Chairman. My name is David 

Gorman, and I have the honor of being this year's chairman of the 
Policy Council of the Independent Budget. And with your permis­
sion and your indulgence, what I would like to do is to introduce 
each member at the table today and member of the Independent 
Budget and have them proceed with their area of responsibility for 
putting the document together. 

The CHAIRMAN. That will be fine, and their entire statements 
will be made part of the record. 

Mr. GORMAN. On my right-hand side is John Bollinger, the Dep­
uty Executive Director for the Paralyzed Veterans of America; to 
my far left Mike Naylon, the Executive Director of AMVETS, who 
will be doing the National Cemetery System portion of the Inde­
pendent Budget; and to my immediate left Ken Steadman, the Ex­
ecutive Director of the VF\V, who will be doing the constructive 
portion of the budget; and I will be doing the benefit section of the 
Independent Budget, Mr. Chairman. 

I would like to start with Mr. Bollinger if we could. 
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The CHAIRMAN. Mr. Bollinger. 

STATEMENT OF JOHN C. BOLLINGER 

Mr. BOLLINGER. Thank you, Mr. Chairman. Good morning to you 
and members of the committee. I will focus my comments on the 
medical care portion of the budget. 

First of all, let me commend you and many of the members for 
their remarks a couple weeks ago when this hearing got started. 
We share your concerns with regard to this budget. We see the ad­
ministration's budget as a gamble. It is a gamble that is going to 
result in some actions taken that will directly affect the very real 
health care needs of veterans. 

When all is said and done, the administration's budget in appro­
priated dollars is $55 million less than it is this year. When you 
take those kinds of budget cuts, project them to the year 2002, and 
coming at a time when the VA is going to be treating an increas­
ingly elderly population you have a real problem. It is going to 
come at a time when already scarce resources are going to be 
moved from the Northeast to the South and the Southwest. It is 
going to come at a time when more veterans are going to use the 
system. 

The increase that the administration is talking about is, we 
think, a big risk. The increase relies on legislative proposals to 
make up for the reduction in appropriated dollars, legislative pro­
posals that are not sufficiently tested, proposals that have not been 
accepted by this Congress in years past, and proposals that are 
being used to replace rather than to supplement what we believe 
is the government's obligation to ensure quality care for veterans. 

To be clear on this, in years past we have championed the idea 
of VA keeping outside funding sources from private insurers and 
Medicare, but this has always been done hand in hand with what 
we believe to be sufficient appropriations. To make these kinds of 
cuts at this point in time, just when the VA is trying to wrestle 
with the whole restructuring issue is the wrong time to do it. It is 
pulling the rug out from under the VA when they are trying to 
make these big changes in the way they deliver health care. 

During the past 3 fiscal years, the VA medical budget has in­
creased, while workload has been fairly static, except for outpatient 
clinics. VA has just been able to keep its head above water over the 
past few years with funding increases. We find it pretty difficult to 
accept that they will be able to greatly increase the number of pa­
tients in years ahead without appropriated dollar increases. 

As you will see in the Independent Budget, we have rec­
ommended a $1.5 billion increase over current services, which we 
believe would accommodate the increased workload that is being 
projected by VA. 

Also included in our recommendation is an increase in the re­
search component of the budget. The administration's budget rec­
ommendation is an unprecedented $28 million decrease in research 
funding. If enacted, this decrease will be devastating to VA's re­
search expertise. When you look out at the horizon, you see some 
of the wonderful things that VA research is doing right now in re­
gards to multiple sclerosis, spinal cord injury medicine and so on. 
In the case of SCI, we know very well that the question these days 
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is not if a cure can be found, but when it can be found. The only 
thing that stands in the way of that day is resources, time and ef­
fort, continuity, consistency and all the other things that go with 
research. So we hope you will take a hard look at that part of the 
budget and restore appropriate funds . 

We urge you not to let anyone gamble with VA health care. For 
many of our members across the country, VA health care is really 
a part of their daily lives. It is not a matter of going down to the 
family doctor next door. It is a matter of going to the VA and get­
ting expert care on specialized services, whether it be spinal cord 
injury, blind rehab, amputation, post-traumatic stress. 

Those areas are fields that the VA excels in. They are largely un­
matched oftentimes in the private sector. For many of our members 
across the country, VA is the only game in town. So we would urge 
you to restore the appropriated funds to VA's budget and again not 
let the administration gamble on health care. 

It appears to us that they have basically thrown up their hands, 
and they say this is the best we can do and very clearly placed the 
problem on your doorstep. So I hope you can handle it. Thank you. 

[The prepared statement of Mr. Bollinger, with attachments, ap­
pears on p. 206.] 

The CHAIRMAN. Thank you, Mr. Bollinger. 
I think we will go ahead and proceed with all members of the 

panel and then reserve questions. 

STATEMENT OF MICHAEL E. NAYLON 
Colonel NAYLON. Mr. Chairman, I am Michael Naylon. I rep­

resent more than 200,000 AMVET men and women, both veterans 
and currently serving U.S. military personnel. I appreciate the op­
portunity to testify before you and the committee today. 

On February 11 at the Veterans of Foreign Wars Voice of Democ­
racy dinner held here in Washington, DC, a young high school stu­
dent from Bronx, New York, ended her $25,000 scholarship-win­
ning essay with the words, democracy is a journey, not a destina­
tion. In following remarks, Senator Daschle spoke of how Congress 
and society will be measured not by how many battle monuments 
we carve names and inscriptions into, but by how we carve our 
laws and legislation on behalf of the veterans that we represent 
here today. 

The journey that the winning essayist spoke of, democracy, ends 
for many veterans at the gates of a national cemetery. Depending 
on how the Congress carves the budgetary authority for the De­
partment of Veterans Affairs for this coming fiscal year will deter­
mine whether those same veterans will be given the final entitle­
ment they were promised as they took up arms on our behalf. 

The National Cemetery System has a long and proud history of 
service to Americans and their families. Despite their continued 
high standard of service, and despite the administration's proposal 
for a $7 million increase in budgetary authority over fiscal year 
1997 levels, the system continues to be underfunded. 

Current and future requirements of the cemetery system are not 
being adequately funded to meet current or anticipated demands. 
Based on 1990 census data, annual veteran deaths are expected to 
peak at 620,000 in the year 2008. The cemetery system's capability 
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will fall far short of requirements to provide burial spaces for those 
veterans seeking burial in a national cemetery given current and 
projected death rates. 

Currently 57 of the 114 national cemeteries remain open with in­
ground burial plots. By the year 2000, it is projected that only 53 
cemeteries will be accepting full-casket interments. 

The Independent Budget is a factual analysis of the realistic 
funding required by the VA to adequately carry out the roles and 
missions designed to meet the needs of American veterans. We 
urge the Congress to support the VA's efforts at reorganization and 
refocusing its health care delivery system. Spare the. agency and 
veteran, however, from funding reductions in order to balance the 
budget. The President's budget represents somewhere between 468 
and $600 million reduction in appropriated funds from fiscal year 
1997 levels, and it is dependent on a legislative proposal to retain 
earnings from the medical care cost recovery program. 

Failure to fund the VA at last year's fiscal year 1997 level will 
result in a reduction in services to veterans. That shortfall could 
indirectly impact the cemetery system. We urge you to take the 
necessary action and prevent this potential reduction in services to 
veterans from occurring. 

While we support the concept of retention of copayment or pay­
ments from the veterans' health care insurers, it is necessary to 
allow the Department of Veterans Affairs to meet the obligation to 
provide health care to the Nation's sick and disabled veterans at 
the same level as last year. 

With respect to the cemetery systems, our recommendations are 
to add at least 60 more full-time employee equivalents to cover in­
cremental workload increases, to provide an additional $4 million 
in funding to reduce NCS equipment maintenance backlog, begin 
a feasibility study to promote a second national cemetery to ease 
the demand for space at Arlington Cemetery, aggressively pursue 
an open cemetery in each State, expand existing cemeteries where 
possible, and recommit to a policy of an open national cemetery 
within 75 miles of 75 percent of America's veterans. 

Our Independent Budget recommendations with respect to the 
National Cemetery System represent approximately a $1,370,000 
increase over the fiscal year 1998 budget request. 

Mr. Chairman, that concludes my remarks. 
[The prepared statement of Colonel N aylon, with attachment, ap­

pears on p. 214.] 
The CHAIRMAN. Thank you sir. 

STATEMENT OF KENNETH A STEADMAN 
Mr. STEADMAN. Mr. Chairman, members of the committee, first 

let me thank you for rescheduling this hearing. We are proud to 
be a coauthor of the veterans' Independent Budget, and I will con­
fine my remarks to the VA's construction program. 

The Independent Budget coauthors believe the VA's construction 
program should emphasize expanding primary care access, making 
facilities more modern and attractive, and increasing long-term 
care capacity in noninstitutional and institutional settings. We rec­
ommend that the minor construction project spending be adjusted 
annually for inflation. 
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Prompt expansion of VA's ambulatory care program is crucial if 
VA is to be an effective care provider. VHA must open more clinics 
in areas convenient to veterans. We support creating private sector 
points of entry into the system to meet the needs of veterans re­
mote to VA services. We do not, however, support mainstreaming 
this system. 

The aging veteran population can be expected to place increased 
demands on the system that will require rapid expansion of VA 
long-term care alternatives. VA must continue ,to increase access to 
community and home-based alternatives for }6ng-term care. In ad­
dition, the need for institutional long-term t'erm care also exists. 

VA has continued to delegate leasing authority to the networks 
and medical centers through its simplified lease acquisition process 
and the delegated authority to negotiate leases. Expedited lease ac­
quisition is also important. The IB authors strongly support perma­
nent legislative authority for VA's enhanced-use leasing program, 
which currently expires on December 31, 1997, and eliminating the 
five-project-per-year limitation. The Independent Budget coauthors 
believe VA should use a balanced mix of the facility development 
options available to meet veterans' needs. These include major and 
minor construction, leasing, and expanding the enhanced-use au­
thority. 

With respect to major construction, the Independent Budget rec­
ommends a $39l.5 million major construction appropriation for fis­
cal year 1998. This is $312 million more than the President's re­
quest. Less funding in fiscal year 1998 would be catastrophic given 
the rapidly changing clinical requirements and the existing plants' 
age. 

The Independent Budget coauthors believe the VA must consider 
acquisition and conversion projects as alternatives to new construc­
tion. 

Most of the Independent Budget recommendations pertain to 
leases for outpatient clinics and nursing homes. The Independent 
Budget funding recommendation accommodates the annual cost of 
leasing seven new nursing homes and annual leasing costs for 24 
new outpatient clinics. 

With respect to minor construction, the fiscal year 1998 Inde­
pendent Budget recommends a $299.9 million appropriation. This is 
$134 million more than the President's request. The funding re­
flects our growing concern about VA facilities' urgent need for up­
date and repair. 

VA should allocate funding in the minor construction account to 
convert unused and unneeded hospital beds to nursing home care. 
The Independent Budget coauthors emphasize conversion as the 
principal means to make nursing home care available to veterans. 
This is the only way we feel the VA can keep pace with the de­
mands of the rapidly aging veteran communities. 

Congress should encourage and fund grants for the construction 
of State extended care facilities wherever States will participate. 
For fiscal year 1998, the Independent Budget recommends an $80 
million appropriation for these grants, $39 million more than the 
President's request. 

Mr. Chairman, members, this concludes my testimony. 
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[The prepared statement of Mr. Steadman, with attachment, ap­
pears at p. 220.] 

The CHAIRMAN. Thank you, Mr. Steadman. Mr. Gorman. 

STATEMENT OF DAVID W. GORMAN 

Mr. GORMAN. Thank you, Mr. Chairman. I would like to join with 
my colleagues in expressing our overall appreciation to you, Mr. 
Chairman and the committee, for reconvening the hearing today to 
be able to allow us to present our views so you can learn a little 
bit more about where we are coming from as far as overall veter­
ans' benefits are coming. 

As I said earlier, Mr. Chairman, my remarks will focus prin­
cipally on the area of the budget. As an organization of more than 
1 million service-connected disabled veterans, the DAV has a spe­
cial interest in the effectiveness of the benefit programs and in 
their delivery. The administration's budget will maintain the bene­
fit programs intact and provide for a cost-of-living adjustment for 
compensation while proposing to permanently extend several of the 
OBRA measures to achieve additional savings. The DAV appre­
ciates, Mr. Chairman, the administration's support for veterans, as 
do we this committee's. 

However, we do oppose making these cost-saving measures per­
manent, as the administration would propose, especially the pro­
posal to permanently round down compensation COLAs. 

We are also concerned about proposals to make more deep cuts 
in staffmg during fiscal year 1998, a reduction of 543 in VBA and 
2,135 in VHA. VA's resources are already strained, and the loss of 
this many more employees will quite likely impact on the quality 
and time limits of services to veterans. 

Mr. Chairman, the DAV does not support the administration's 
proposal that would prohibit service-connected disability benefits in 
which smoking may be a factor. To do so, in our judgment, would 
be unfair under many circumstances such as where the young serv­
icemen began smoking during service at a time and in a climate 
that fully condoned or even encouraged such behavior. And those 
of us who have had the pleasure of receiving C Rations on a daily 
basis know that cigarettes were a part of that daily life. 

We also fear that a history of smoking could be a basis for the 
denial of service connection for respiratory conditions and diseases, 
especially cancer, although smoking may not necessarily have been 
the primary cause or even a substantial contributor to the condi­
tion. 

The DA V believes that, at the very least, this committee should 
hold hearings on this type of proposal which would alter the serv­
ice-connected disability compensation program, in our view, before 
taking any action on it. 

Mr. Chairman, we are also concerned about the proposed funding 
for medical care. First, as everyone else has, we question the prin­
ciple of robbing Peter to pay Paul, in which the third-party collec­
tions will not be made available to VA to help it raise its level and 
quality of service, but rather will be used to replace the real reduc­
tions in the health care appropriation. 

Second, we question the expectation that VA can maintain an ac­
ceptable level of services, much less improved services, with a 
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health care budget that increases only 50/10 percent over a span of 
5 years. 

A related concern is that because of these third-party collections 
that are already committed to deficit reduction under OBRA, there 
might be those that would seek their replacement from VA's fund­
ing to the detriment of benefits and services to veterans. 

Mr. Chairman, I would invite the committee's attention to our 
written statement for the details of our full recommendations and 
for improvements in the benefit programs. 

For the general operating expenses portion of the budget, we 
have supported the VA's concept of reengineering of its business 
processes to achieve more efficiency in the claims adjudication sys­
tem, an undisputed area of concern for all of us in recent years. 

This is an area, Mr. Chairman, where we have been critical of 
the lack of decisive and meaningful action on VA's part, but we be­
lieve now the VA has identified and acknowledged the real causes 
for its claims processing difficulties and has, in fact, a good prelimi­
nary plan for correcting those problems. We believe that VA's plan 
follows from an objective, thorough analysis of its performance and 
a candid acknowledgment that the current situation is primarily 
the product of an emphasis on quantity rather than quality and an 
absence of incentives and accountability for quality. 

We do observe that many of the details for implementation of the 
plan are yet to be formulated, and we caution that the criteria by 
which quality is to be measured must be built primarily around 
factual and legal accuracy and completeness of adjudicative actions. 
We also caution that accountability must start with the employee 
responsible for the decision and must continue appropriately with 
those who have supervisory responsibility over the decisionmaker. 

The concept as presented by VA is a sound one, however, and we 
urge the committee to support VA's strategy for improving their 
claims processing. 

I would again invite the committee's attention to our written 
statement for our recommendations for each of the other business 
lines for the Veterans' Administration. 

Mr. Chairman, the Independent Budget is in the process of being 
printed, and we hope to have that back from the printer and avail­
able very shortly. And, of course, when we do, we will make copies 
available to you and to all members of the committee. With that, 
I am sure I will be happy to answer any questions that you or the 
committee may have. 

[The prepared statement of Mr. Gorman, with attachments, ap­
pears on p. 228.) 

The CHAIRMAN. Thank you, Mr. Gorman, and thank all of you for 
agreeing to be rescheduled today. 

I know you stated the position of the DAV, and Mr. Naylon and 
Bollinger touched on this question of third-party collections that 
some of us have a dim view of. But I would like to ask each one 
of you if you actually support the administration's proposal for col­
lecting the insurance as part of our budget, which could leave us, 
if we fail to pass this bill, about $460 million short I think has been 
mentioned. Mr. Bollinger? 

Mr. BOLLINGER. Mr. Chairman, we certainly do favor that pro­
posal, and we have historically always advocated for the VA to be 
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able to go after these third-party payments and also to be able to 
retain them. 

However, having said that, we have also been very strong in our 
proposal that these funds be used to supplement, not take the place 
of, appropriated money. That is where we see this administration 
proposal coming up far short. It is clearly far short in appropriated 
dollars, and, as I said in my opening remarks, it is a gamble to as­
sume this other money is going to be available. 

Mr. GORMAN. Mr. Chairman, I would certainly agree with that. 
I think for years the Independent Budget has championed that 
issue of we should be going out. The VA is treating these patients, 
and they are taking out appropriations. Whatever money comes 
back should feasibly and fairly go back to the VA. So we support 
the concept of that. 

But to replace, substitute appropriated dollars, there is a real 
need for those dollars out there to take care of that workload. With 
the expectation that Congress and this committee may act favor­
ably to the request to the detriment of veterans being treated on 
a daily basis is something that we are very, very concerned about. 

The CHAIRMAN. Mr. Steadman. 
Mr. STEADMAN. Mr. Chairman, we have historically supported 

that view as well, but we are also very deeply concerned that this 
funding program would provide no additional appropriations for 
health care over the previous fiscal year, and we think it-we deem 
it unsatisfactory that the additional health care dollars come from 
a plan which requires separate legislative action, the gamble as 
was mentioned before, and would not be appropriated directly. 

Colonel NAYLON. Mr. Chairman, I could add little to that other 
than to say when I was in the service, we used to refer to this as 
betting on the come, so we can't support it in that fashion. 

The CHAIRMAN. I know we all probably support this, but in the 
past it has died and never been able to make it through the Con­
gress, and I am just afraid at the last minute we are going to come 
up short, and who is going to get the blame for it. It should have 
been based on supplemental dollars if we are successful in collect­
ing money. Mr. Evans. 

Mr. EVANS. Thank you, Mr. Chairman. I think I would ask all 
the panel members how realistic they think the VA goals for a 30 
percent reduction in health care treatment costs, a 20 percent in­
crease in the number of veterans served, and funding 10 percent 
of the medical care budget from nonappropriated sources, how real­
istic is that during the next few years? 

Mr. GORMAN. If I could start, Mr. Evans, I think the discussion 
we just had puts in a lot of question that leads to the latter, the 
10 percent. 

The 30 percent reduction, I think the VA probably has a good 
plan to start that ball rolling. There is probably a lot of things that 
can be done, a lot of things that have been done to try to reduce 
the operating cost, capital investment being one, moving primary 
care away from inpatient care and so forth. 

I would be concerned that they do not jump right away into until 
all of a sudden assuming that these costs can be reduced without 
the necessary processes being put in place first to enable that to 
happen. And some of that may very well have to do with some cur-
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rent dollars being maintained and a gradual entry into some of 
these programs they want to change to in the longer term to reduce 
some of those costs. 

I think concomitant with that is again moving away from the in­
patient care setting and more to a primary care. I don't know if the 
20 percent is going to be accurate, but certainly there is going to 
be able to be seen an increase in the number of patients seen pri­
marily on an outpatient basis. I think that is the goal we have all 
held to, and I think they are starting to move in that direction. 

Mr. EVANS. I want to ask all the VSOs: Do you feel that your 
organization is being fairly treated by the VA as stakeholders in 
the consolidation options that are being discussed within the divi­
sions themselves? 

Mr. BOLLINGER. Mr. Evans, think we have come-I don't want to 
say a long way. But I think we have come a part of the way since 
all this got started about a year ago. Things are moving very quick­
ly. We have extremely important issues to deal with, capitation, en­
rollment, specialized services, contracting services, all those kinds 
of things as the VA positions to report back to your committee not 
too long from now. 

Of course, there are the MACs, the management advisory com­
mittees, that we are a part of. We are working closely with the De­
partment of Veterans Affairs to try to make that process work bet­
ter. We would always like to be involved sooner in the process, and 
I would encourage this committee that if it has the opportunity do 
any oversight hearings in the future, to put that very issue on the 
agenda. 

Mr. EVANS. Any other comments? 
Mr. STEADMAN. Mr. Evans, if we could go back to your previous 

questions about the VA goals. Their goals might exceed their grasp, 
but I think they are moving in the right direction, especially bring­
ing more veterans into the system. 

Colonel NAYLON. Mr. Evans, I am with AMVETS, and I would 
like to say although I have been in my current position for a rel­
atively short period of time, and I speak only for myself, I have 
found from my own experience the VA to be extremely cooperative 
with our organization in attempting to keep us at the national level 
informed as to their activities. I cannot comment with respect to 
the input at the State or post level with respect to the divisions 
that you asked. 

Mr. EVANS. If you could monitor that situation, I am concerned 
about our situation in Illinois and the Chicago area, and I know 
many of the other members of, :le committee are concerned that 
Members of Congress don't know what input veterans' service orga­
nizations are getting into the process, so we value your eyes and 
ears out there in the future. 

Let me ask one more question. Can each one of you give us your 
views on how long the presumptive period for compensation for 
Gulf War veterans suffering from undiagnosed illnesses should be 
extended? 

Mr. GORMAN. Mr. Evans, the DAV feels it should be an open­
ended presumptive period right now until science comes up with 
some kind of a conclusion. 

Mr. STEADMAN. The VFW agrees. 
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Mr. BOLLINGER. I concur. 
Colonel NAYLON. We concur, as well. 
Mr. EVANS. Thank you, Mr. Chairman. 
The CHAIRMAN. Mr. Everett. 
Mr. EVERETT. Thank you, Mr. Chairman. 
I appreciate the efforts gone into this. To pick up on Mr. Evans' 

question, let me put a proposal to you that Secretary Brown has 
used. Assuming that we have veterans serving in the Persian Gulf 
now, and when that veteran gets to be 80 years old, he has a prob­
lem with his joints, how do we tell-and as you know, at this 
present time we have no indication that these veterans over there 
now are exposed to anything that would cause some problems. How 
would we tell if that was a claim that should be denied or should 
be granted? 

Mr. GORMAN. Perhaps we never can, Mr. Everett. But I think as 
we go down this road, we have a situation where, and aside from 
all of the things that have been going on with the Department of 
Defense as far as them not being on board and them not being up 
front with what has been going on, aside from all of that issue, I 
think the principal issue we have to deal with is how do we take 
care of the disabled veteran, and whether that is being through 
health care and through compensation purposes. 

I think it is premature to say we don't know what this is, we 
don't know what it is caused from, we don't know how you got it, 
we don't know how many of you have it, and to say you only have 
2 years to show that it is going to be present. Until science can 
come up with or until medicine can come up with some kind of evi­
dence that is going to rule these disabilities or conditions out or to 
link them to something that we are sure may have happened to our 
servicemembers in the Gulf, I think we have to give-the benefit 
of doubt has to flow with the veteran. And the situation that you 
described hopefully by that time will have some conclusive evidence 
one way or the other that can relate whether this veteran's disabil­
ity is the result of some kind of environmental exposure or hazard, 
or perhaps it was a direct link where service connection can be 
granted for the veterans serving in the Gulf directly. 

Mr. EVERETT. Most folks 80 years old don't have those kinds of 
problems, and by law we could not deny that grant. 

Let me ask you this, get your viewpoints on this, all of you. What 
would be wrong with a 10-year extension, and as you know, we 
have a number of studies going on, and if we find out that we need­
ed to extend the presumption period further than that, do it again? 

Mr. GORMAN. I think certainly the 10-year presumptive period 
would be far better than what we have now, and that being the 2-
year. And we may have some legitimate science by that time. But 
I think at the same time that perhaps in a more compressed period 
of time that maybe some things come back, and I think we can 
somehow equate this to what has been going on with Agent Orange 
over the years. 

Once something has been put into law where there was d~finite 
presumptives and there was a likelihood or an association with cer­
tain disabilities to possible exposure, I think that narrowed the gap 
a little bit and made it a lot easier for VA to deal with these claims 
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for service connection. And I would envision perhaps the same kind 
of scenario playing out with Persian Gulf veterans. 

But I think again it goes back to the fact that I do not think we 
can write off a veteran who unquestionably is disabled. They are 
sick, a lot of them to the point where they are unable to support 
themselves and their families. I don't think we should arbitrarily 
write them off simply by virtue of a set period of years. 

Mr. EVERE'IT. And, of course, none of us on this panel would do 
that either, but I would maintain that that is not the situation that 
I am talking about. 

Does anybody else have any views on that? 
Mr. STEADMAN. Mr. Everett, I think if you were to extend that 

to 10 years, it would send a strong message of support to veterans. 
You would send an even stronger message if you would make it an 
open-ended period. 

Colonel NAYLON. Sir, I would just say that it would be difficult 
for me to try to identify any cut-off period. Your question seems to 
be linked to the Persian Gulf Syndrome. 

Mr. EVERETT. Yes. 
Colonel NAYLON. And until we have some more definitive an­

swers as to the nature or causes of that syndrome, I would think 
it would be presumptive to attempt to establish any point in time 
where the presumptive period would end. 

We need to get the answer to the first question first, which is 
what is the cause of this problem that the veterans are having. 

Mr. EVERE'IT. Thank you, Mr. Chairman. 
I have some additional questions for the record. 
The CHAIRMAN. If you gentlemen would kindly answer, we will 

make them part of the record. Dr. Snyder. 
Mr. SNYDER. Thank you, Mr. Chairman. 
Mr. Naylon, this one sentence on page 6 of your statement you 

said, ''VA should seek relief from historic preservation require­
ments at the facilities." Would you tell me, I am just curious, what 
that is all about? 

Colonel NAYLON. If, for example, I can say that a case over at 
Henderson Hall where there is a structure that belongs to, I be­
lieve, the City of Arlington, and for reasons unknown to me the 
U.S. Marine Corps is unable to do anything with the structure that 
sits within their property because of the fact that it belongs to the 
City of Arlington, and there are historic preservation issues with 
that structure; therefore they are unable to either demolish it or 
do anything to capture that land space. 

The same situation would apply with respect to the cemetery sys­
tem. If there are local issues, historic preservation issues, that pre­
vent the VA from either expanding into a land space, then we 
would urge that they seek relief from that. 

Mr. SNYDER. I guess my premise would be that you would come 
asking for more money so that you could comply with the very good 
requirements of historic preservation of cemeteries. I mean, I go to 
Arlington for a variety of reasons, one of them because of the his­
toric significance of what that was, and preservation that has gone 
on in our cemetery in Little Rock, as you know, started as a Con­
federate cemetery, but there is a lot of historic significance there. 
Both Union and Confederate soldiers began the cemetery, and it 
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has now been expanded. But this is, I guess, coming from the same 
problem, a different perspective. 

I want to ask, going back to the issue of the third-party reim­
bursements and Medicare, and we talk about wanting it to be sup­
plemental, and I understand that. But, I mean, aren't we setting 
ourselves all up for both financial and fiscal problems and political 
problems, both me who would support this and you with your mem­
bership? Because isn't it just unrealistic to expect, you know, the 
VA and this Congress · and all this type of budget constraints, that 
we have a big flood of third-party money coming in, not to take 
that into consideration in the overall budget scheme? 

I mean, 10 years from now let's suppose that VA members, the 
vets, are like me and Lane, and there are others. We like going 
there. And it is up 25 percent, and we are getting all this third­
party money. I mean, isn't it unreasonable to not expect the gov­
ernment to take into consideration as a total of money and not just 
say, we have got the VA budget, and now we have got this third­
party pool sitting out here, and never can we consider how well 
they are doing in attracting third-party money in determining the 
VA budget? 

My own feeling is we will come out ahead. There is some kind 
of splitting of the difference there. Because I think you all are 
going to have to go back and explain to your members the first 
time you do that and the budget has dropped down a little bit, it 
dropped down $5 because the third-party payments have gone up 
$10. Well, you come out $5 ahead, but it was not supplemental, it 
took into consideration the whole pot of dollars . 

I would just like your comments. 
Mr. BOLLINGER. We definitely need to take it into consideration. 

What we are being asked to accept for fiscal year 1998 is some­
thing that takes into consideration some very questionable assump­
tions, some untested assumptions. The bottom line is at this point 
in time we are just not willing to say, Mr. President, or the admin­
istration, you have come to us with an appropriated budget $55 
million less than it is this year, when in years past increased budg­
ets have just enabled the VA to keep its head above water. Now 
you are asking us to accept that and also assume that these third­
party reimbursements are going to be taken into consideration and 
are going to give the VA enough money they need to provide qual­
ity care for veterans. Maybe 10 years from now we can say that, 
but we sure can't say it for this next fiscal year. 

Mr. SNYDER. But we are going to have that problem every year, 
aren't we? I mean, at some point if we are going to do this, we have 
got to enthusiastically get behind it in order for it to happen and 
then make it work. At some point those budgets are going to have 
to be included. 

Mr. BOLLINGER. And I think we have addressed that in the Inde­
pendent Budget as far as the numbers are concerned. We definitely 
want to consider those third-party reimbursements, but it is clear 
for the next year, based on what the VA's projections are, that they 
are going to need more appropriated dollars to get all of this start­
ed. 

Mr. GORMAN. If I could add just one comment, and just as a 
clarifying point, ~hen you are talking about third-party reimburse-
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ments and Medicare reimbursements, I think we need to remain 
clear to the fact that this is not for every veteran that walks 
through the VA doors. Service-connected VA veterans, those, quote, 
"Category A" veterans who the VA has historically treated, should 
continue to be treated with appropriated dollars. It is the Govern­
ment's responsibility to take care of service-connected disabled vet­
erans in the system that was designed to take care of service-con­
nected disabled veterans. And insurance parties, third-party insur­
ers, Medicare, should not have to assume that responsibility. That 
responsibility, in our view, should always be that of the Federal 
Government. I just wanted to make that point so we are not 
lumping all veterans into this question of reimbursements. 

Mr. SNYDER. Thank you, Mr. Chairman. 
The CHAIRMAN. I think it only applies to nonservice-connected 

disabled, and that is what the proposal is. Mr. Stearns. 
Mr. STEARNS. Thank you, Mr. Chairman. 
I just wanted to clarify again, and I think Mr. Evans touched 

upon it, this 30/20/10 formula that the administration had. Would 
it be fair to say that you are skeptical that that could work? 

Mr. GORMAN. I think-at least right now I think that maybe a 
gradual move with that, that could be achieved somewhere down 
the road. To say that it is going to happen in 1998, 1999 or 2000, 
I think that is very, very optimistic. 

Mr. STEARNS. So for the moment you don't endorse that idea? 
Mr. GORMAN. Perhaps the goal-obviously, reducing the cost of 

treatment and operating expenses and treating more patients was 
a goal we all would like to see conceptually happen. 

Mr. STEARNS. One key difference between your Independent 
Budget and the administration's is construction. You propose an 
appropriation of more than 390 million while the VA requests only 
79.5 million, and that is quite a bit more difference. Would you 
comment on the VA's request and then explain your own just brief­
ly? I have a couple more questions, too, and in your answer could 
you also tell us what kind of projects that you would recommend 
the VA undertake that are not in the VA's budget. 

Mr. STEADMAN. Thank you Mr. Stearns. This is a good question. 
We note that our budget, which has been consistent over the last 
few years, is considerably more than the VA's budget, and we think 
that is necessary for several reasons. 

One, if the VA plan is to work, its reorganization/restructuring 
is to work, you have to increase access to primary care facilities , 
you have to make the facilities more attractive to attract the type 
of patients who can pay with their third-party insurance. Quality 
care requires quality facilities . And thirdly, we have got aging fa­
cilities, very rapidly aging facilities, some of them reaching the 
point of obsolescence. I think for years this has been overlooked, or 
at least a decade has been overlooked, and while we are trying to 
catch up somewhat, we are also looking ahead to additional access 
to primary care. 

Mr. STEARNS. What specific projects would you propose? Can you 
be specific? When you talk about 390 versus roughly 80, you are 
talking about four times as much. Can you give specific examples 
where you would put the money? 
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Mr. STEADMAN. Nursing home beds, conversion to long-care nurs­
ing facilities would bejriorities. 

Mr. STEARNS. Woul you take existing hospitals and do that, or 
would they be new construction? 

Mr. STEADMAN. We have recommended some additional construc­
tion. We have recommended grants to the States, and we have rec­
ommended that those hospital with underused capacity be refur­
bished for that purpose. 

Mr. STEARNS. So besides nursing homes--
Mr. STEADMAN. A balanced mix is what we are looking for. 
Mr. STEARNS. What does that mean, "balanced mix"; you mean 

between existing facilities and nursing homes? 
Mr. STEADMAN. Yes. 
Mr. STEARNS. Does that include any care for people, psychiatric 

people with long-term mental illness that has resulted from the 
war? 

Mr. STEADMAN. Yes, sir. With improved existing VA facilities. 
Mr. STEARNS. Separate from a nursing home, but it would be sort 

of an advanced care. Well, that seems to me be a major difference 
between you and the administration. 

Mr. STEADMAN. Yes, sir, you are correct. The Independent Budget 
proposes a significant increase for Dr. Kaiser's headquarters budg­
et. OMB, on the other hand, proposes to cut it still further. Is there 
reason to put money into administration rather than directly into 
medical care, or would it be better to merge these two budgets? 

Mr. BOLLINGER. Clearly the provision of direct medical care to 
veterans is our priority, but what we propose is to ensure that the 
VHA, the Veterans Health Administration, headquarters can pro­
vide the necessary leadership and guidance in this period of time 
going through the restructuring. So I don't think it is an unreason­
able amount of money, but it will give Dr. Kaiser the workforce he 
needs to get the job done over the next couple of years. 

Mr. STEARNS. You are saying bureaucracy is leadership--I mean, 
administration is leadership is what you are saying? You know, 
OMB obviously doesn't agree with you, so I am just saying that 
might be an area you might want to look at. 

Thank you, Mr. Chairman. 
The CHAIRMAN. Mr. Quinn. 
Mr. QUINN. Thank you, Mr. Chairman. 
Mr. Naylon, you reported on the cemetery. Let me begin by say­

ing, as the new chairman of the new Subcommittee on Benefits, I 
just received as part of my indoctrination or brainstorming or 
whatever you want to call it-brainwashing I guess-with com­
pensation, pensions, insurance, housing, education committee, and 
I am overwhelmed with some of the information, but we are getting 
there, and Mr. Filner and I both will be involved as much as we 
can in the coming weeks and coming months. 

Mr. Naylon, you talked about the cemeteries a little bit earlier. 
The VA proposes that they would significantly increase funding for 
State veterans' cemeteries as well as some additional money for op­
erating expenses. How do the VSO's feel about the State veterans' 
cemetery siLuation? 

Colonel NAYLON. The administration calls for about a $10 million 
level of funding for the State cemetery grant program. For the past 
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5 years I think the expenditures in that category have averaged 
about $5 million, so it is about a $5 million increase per year in 
the grant program. 

If one considers the anticipated increased death rates and the in­
creased demands for burial spaces on the VA, then we would sup­
port that. We do support that. We are concerned, however. We­
all the VSOs are concerned that increases in the State grant pro­
gram don't represent a shift in responsibilities from the VA to the 
States and so we have that concern. We are anxious that the VA 
and the National Cemetery System remain responsible for the over­
all administration of the system. 

With respect to operating expenses, the increase in operating ex­
penses for the cemetery program is about 80 percent, I believe, of 
the $7 million. About 80 percent of that goes to cemeterial pro­
grams. About 15 to 18 percent is consumed in administration. So 
we feel that is fairly acceptable. 

Mr. QUINN. Thanks very much. 
I just talked yesterday in one of my sessions on housing and the 

Independent Budget recommendations-and maybe I can't get an 
answer today; but, if we can't, maybe somebody can get to me on 
this later. 

Mr. Chairman, the Independent Budget recommendation is a re­
instatement of the adjustable rate mortgage program. Some of the 
data that we have for the pilot program indicates that the fore­
closure rate on this program is about 25 percent higher than some 
of the other mortgage programs. CBO says this is one of those pay­
go situations. It might cost $30 million to restart the program, 
when we are in a time-all of us have talked about limited re­
sources and shrinking dollars. Any general comments today on why 
that would be important or are there some ways to get at these 
foreclosures? 

Mr. GORMAN. Well, if we could take you up on your offer and pro­
vide something further in writing, we would appreciate that. How­
ever, the concept of adjustable rate mortgages is one that allows 
some entry-level buyers into the market than otherwise would be 
able to. 

Mr. QUINN. The success of this mortgage program for veterans, 
as I am learning here and learned yesterday in a 2-hour session, 
is very, very important. I just want to make certain that, because 
of the big start-up cost and the pay-go situation, that we don't end 
up leaving some veterans out of the housing market or mortgage 
market because it is going to cost us more money and we are wor­
ried about those forecloses at a later date. 

Thank you. If you could provide that at least to me-the chair­
man of the subcommittee needs it. 

One last question while the light is still green. I want to get back 
to the pro bono question that I asked the judge. Now I realize I 
probably asked the wrong person. 

We talked about that pro bono program and the need for addi­
tional funding. The judge talked about it. Another member here on 
the committee brought it to light. It seems to me that the VSOs 
would want to see this program flourish and become important and 
active and successful. 
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Two questions. I will ask the question I tried to ask the judge. 
What kind of feedback do you all get from our constituents, the vet­
erans, on the success need for the program? First question. 

Second part of it would be, is there any way that the VSOs 
should be financially involved in this program rather than all of 
the onus on the Federal government? 

Mr. GORMAN. If I could answer the second part first . 
DAV has historically been involved in that program. We have 

over there now a trained National Services Officer who has a his­
tory with employment issues and has been around the Veterans' 
Committee for a long, long time; and he has been assigned over to 
the pro bono consortium on a full-time basis and to review cases 
and screen those for the attorneys the judge was talking about. 

Mr. QUINN. Let me interrupt you and see if others can answer 
that question. 

Mr. BOLLINGER. Yes, we are involved as well. I might go on to 
say that we consider this to be an extremely valuable program. I 
think they have a win record of about 80 percent. 

In addition to that, you should know that the donated value of 
time from attorneys doing this kind of work is around $9 million. 
So it is pretty significant. 

Mr. QUINN. Mr. Steadman or Mr. Naylon. 
Mr. STEADMAN. We are involved, and we support the program as 

well. 
Colonel NAYLON. We are not involved, and I cannot tell you why 

we are not. 
Mr. QUINN. I will talk to you soon. 
Is the involvement for the other three gentlemen all time and 

people rather than money for the most part? I mean, not that peo­
ple aren't money. 

Mr. GoRMAN. Time and people are money. 
Mr. QUINN. Mr. Naylon, we can talk maybe at a later date. 
The first part of the question was-I will get to it later. Thank 

you, Mr. Chairman. 
The CHAIRMAN. Mr. Bilirakis, we are pushed for time here be­

cause we are going to be running up against a vote pretty soon. 
Mr. BILIRAKIS. Thank you, Mr. Chairman. 
Gentlemen, I want to commend you. I want to commend you, 

first of all, for a really good document. It always is. I think the way 
you set it up this year might even be better than usual. And, of 
course, the way you set it up here, Mr. Gorman, where you each 
take certain parts of it rather than repeating basically the same 
sort of things, which is something we have had in the past. 

I also commend you for the work that you do for the veterans, 
all the VSOs, you four and the three that testify afterwards and 
others that are not on the program here today. I boast about you 
all the time back home, and I mean that. 

But, at the same time, we all know that the real ammunition, 
the real power behind everything that we do up here are the folks 
back home, the rank and file. I asked Becky just a few minutes 
ago, have we received any telephone calls regarding the adminis­
tration's budget, regarding the point that Mr. Gorman raised, 
which I know is darn important to our veterans, the smoking end 
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of it-and this comes from a nonsmoker, by the way-and she said, 
no. 

I have also talked with a leading person in the veterans' hier­
archy in Florida who doesn't see any problems in general with the 
President's budget. I just wonder if the folks back home, the rank 
and file, the troops, really understand that budget. 

We have gotten your opinions. They are very strong opinions. We 
have our strong opinions up here. Dr. Snyder has asked pretty 
darn intelligent, profound questions. But the folks back home, I 
just don't know that they understand it. 

Do they understand, for instance, that if the President's budget 
is enacted without the accompanying legislative proposals-Mr. 
Naylon mentioned the "the on the come." It is a gambling term. 
You used the word, John, gamble. There is not only that gamble, 
but the gamble also is the receipts anticipated in the budget may 
not be forthcoming in spite of the fact that we may have the legis­
lative proposal to allow the third party payor, which I think we all 
agree with, the receipts that are expected to come in to substitute 
for those lesser dollars may not come in. 

So that is a hell of a gamble. But if it is enacted without accom­
panying proposals or even if the legislative proposals take place 
and the receipts are not what is being anticipated, this request 
would violate, I guess, the Veterans Healthcare Eligibility Reform 
Act of 1996, last year's bill, which requires the VA to maintain its 
capacity in current level of services for specialized services such as 
spinal cord dysfunctional medicine, etc. 

So do the rank and file know about this? 
Also keeping in mind in your answer to me, what is it, that only 

about 20 percent of the veterans, maybe less, are members of the 
veterans' organizations. The rest of them are being served by all 
of your guys, all of your efforts benefit them, too; but they are not 
members of veterans organizations. 

Some responses. Do you understand my question? 
Mr. GoRMAN. I think so, or hope so. 
Mr. BILlRAKIS. I say to you that if your answer is not yes or your 

answer, is, well, they may not be aware as yet of what is happen­
ing up here but we are going to make sure that they are aware­
if that is not your answer, things are going to be pretty darn tough. 
Because they control what we do up here, whether they realize it 
or not. 

Mr. GORMAN. This also gives me an opportunity that I didn't 
have before to respond to one of Mr. Evans' questions about com­
munication and inclusion. 

We do our level best, through a variety of mechanisms, to keep 
our membership involved and aware of what is going on; and I 
think we all know what those are through mail outs, magazines, 
bulletins, the whole nine yards. 

In about 3 weeks we will be having our midwinter conference 
here in Washington, and you will see at that time, as you see every 
year when we come in town, a number of DAV members canvass­
ing the halls up here and trying to talk to their members and their 
delegations about key points that are germane and important to 
our organization. 
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We all have similar issues; and we, some of us, have different is­
sues at the same time. The key and the part of Mr. Evans' question 
that I didn't get a chance to respond to that fits, I think, hand in 
glove with yours is that the VA does an enormous job about trying 
to include the national organizations in Washington about what is 
going on in order to make this system work; and principally I am 
talking about the healthcare system and the changes that are going 
on. 

You don't have to necessarily sell it to us, I don't think. You do 
on the policy level. But when a veteran goes to the doctor and can't 
see a doctor, only then does that veteran, he or she, know this 
budget has had an impact on that facility or that things are chang­
ing. 

Mr. BILIRAKIS. Then it is too late, isn't it? 
Mr. GORMAN. It very well could be too late. We do our level best 

to keep our members involved, but I think the VA needs to do a 
much better job in communicating from Washington down to the 
local level and make sure that the veterans' organizations in the 
local level-local facilities are all included and not excluded. And 
by included I don't mean they are being talked to all the time; I 
mean they are not being thrown papers and documents to look at; 
I mean maybe are being made a part of the process. 

Mr. BILIRAKIS. But the VA is not going to tell them this is a hell 
of a gamble, and particularly in the out years there might be short­
falls because of the fact what is anticipated did not come in terms 
of receipts, even if the third party payor is successful. 

Well, the red light is on. But the message is, get the veterans in­
volved. The message is always get the veterans involved, but in 
this particular case I think more than anything else, more than 
any other time. 

Mr. BILIRAKIs. Thank you, Mr. Chairman. My time is up. 
The CHAIRMAN. Thank you, sir. 
There is a scheduled vote but not until 11:45. However, the Fleet 

Reserve Association is having a luncheon in here at noon, and we 
need to try and get out of here before 11:30 if we can for their ben­
efit. Dr. Cooksey. 

Mr. COOKSEY. Thank you, Mr. Chairman. 
I have some questions just for information. I will comment on 

third party payments. 
I am a physician, as is Dr. Snyder, and I know that in my pri­

vate practice that I used to have, third party payments oftentimes 
are delayed; and I am concerned that this is a pie-in-the-sky 
concept. 

That is part of the reason that I ran for Congress, because I dis­
covered when I had all my applicants for-2,000 applicants for 15 
positions, that no one in Washington has ever taken an accounting 
course and very few even know what a balance sheet is. That is 
the reason there is a lot of hocus-pocus with numbers; and I think 
it exists in the executive branch, apparently. I have had a couple 
accounting courses, but I am not an accountant. 

Mr. Steadman, my question, we have a new veterans' nursing 
home in my town, Monroe, Louisiana, that we are very pleased 
with and proud of. But yesterday I had some nursing home owners 
from Louisiana in from across the State, and they said that there 
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are a lot of empty nursing home beds in these privately owned 
nursing homes, that they would like to have veterans there. 

What is the veterans organizations' position on that? Would the 
veterans like to be in these private nursing homes? They say they 
can accommodate people for less cost than what they would have 
in a veterans' nursing home. 

Mr. STEADMAN. There are several points of view on that. 
Number one, we support the VA in leasing some of that where 

there is unmet need, yes. But we wouldn't want to see that as part 
of the mainstream at this point in time-and I will be honest with 
you-because we are worried about the quality of care. Maybe that 
veteran is not going to get the best care available that someone 
coming through the Traveler's Insurance would. 

Mr. COOKSEY. As a physician, quality care should be the issue 
and not cost of care; and I agree with you. 

Mr. BOLLINGER. If I may add to that from a very parochial point 
of view from the Paralyzed Veterans of America dealing with pa­
tients that have spinal cord injury, we are very concerned about 
that. Because there are no standards of care in private nursing 
homes for people with spinal cord injury. It is a multi-disciplinary 
field that requires very extensive expertise in the area of how one 
takes care of a patient with that kind of catastrophic disability. We 
are convinced that the private sector nursing home community is 
not in a position to provide that care. 

Mr. COOKSEY. Good. That answers the question then. I will con­
vey that message to them. 

Another question: We have a veterans' clinic in our area and 
have an outstanding physician who just left for the private sector 
because he was working too hard. But do you want more access to 
private sector medicine for veterans? Because this one physician is 
not able to take care of all of the people that want to be seen in 
our area. Would you like to be able to go to more private physicians 
for primary care? 

I am specifically talking about areas-in rural areas where there 
is not a veterans' hospital or areas like I am in where we have a 
clinic but we only have one physician serving a 300,000 patient 
population area-general patient population area. 

Mr. BOLLINGER. Again, our concern is the specialized care need, 
whether it is spinal cord injury or amputation or any of the fields 
that the VA specializes in right now. I think what we would like 
to see-and this would apply to nonspecialty care VA facilities-is 
a good referral system so that when a doctor in a rural area is un­
able to treat a certain condition, they know through guidelines that 
there are-through other procedures to refer that veteran to a spi­
nal cord injury center. That has got to be a part of this whole re­
structuring process. 

Mr. COOKSEY. Sure. So the answer to both of my questions is 
that your preference is still to VA hospitals, VA nursing homes and 
VA private care, generally speaking? 

Mr. STEADMAN. Yes. 
Mr. COOKSEY. Okay. Thank you, Mr. Chairman. 
The CHAIRMAN. Mrs. Chenoweth. 
Mrs. CHENOWETH. Thank you, Mr. Chairman. I have no ques­

tions. 
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The CHAIRMAN. Mr. Peterson. 
Mr. PETERSON. Thank you, Mr. Chairman. 
I apologize for being late, and this may have been answered. But 

looking through your budget here, I see that the veterans' housing 
benefit program under this is decreased; and I was looking through 
here to try to figure out why that is. I can't find it in here. Could 
you explain to me why that is--

Mr. GORMAN. Because, Mr. Peterson, the benefit hasn't kept pace 
with inflation since I think 1989 was the last time it was increased, 
that together with the automobile allowance. And we are calling for 
an increase that is going to be able to keep pace with inflation. 

Mr. PETERSON. Well, no. Unless I am reading this wrong, it says 
that this year's appropriation is $503 million, I guess, and that you 
are asking for $352 million, so it is a decrease, if I am reading this 
right. So there is a $150 million decrease, and I am just wondering 
why that is. 

Mr. GORMAN. I will get back to you with more details in writing, 
an answer in writing. 

Mr. PETERSON. I was reading through the explanation, and 
maybe it is there, but I couldn't find it. 

Mr. GoRMAN. I apologize. I was referring to another proposal we 
have regarding specially adapted housing for the severely disabled 
veterans, but we will get you an answer in writing. 

Mr. PETERSON. Okay. Thank you, Mr. Chairman. 
The CHAIRMAN. Mr. Bishop. 
Mr. BISHOP. Thank you very much, Mr. Chairman. 
Let me thank you gentlemen for coming and doing what you al­

ways do so well and that is to lift up the standards that we deserve 
to reach for our veterans. 

I am reminded of what my minister always said about trying to 
reach the high standards. He always set the lights as what we 
should be reaching for, and I think we should reach for the ceiling, 
and I think that what you do is to keep us focused on that. 

As we are working to do more with less, it is important that we 
spend our resources where they will benefit the greater numbers 
of veterans. Therefore, I would be interested in knowing what your 
thoughts are about the proposed veterans' equitable resource allo­
cation system, which, according to VA, will guarantee that funding 
is distributed so that the eligible veteran population is receiving 
care. 

Do you think it is effective? Do you think it is just a wish, a pie 
in the sky, so to speak? Or do you think it can actually work as 
it has been proposed with the limited resources that we are facing 
in these budgetary times? 

Mr. GORMAN. I think, Mr. Bishop, that the VA is a system; and, 
as such, it should be treated as a system and funded as a system. 

Our concern-yet it is not a tested system yet, this VRA. We are 
encouraged that it can work and not at the detriment of-we have 
don't want to see any veterans lose eligibility or be able to lose 
healthcare and the veterans ultimately suffer because funds have 
been pulled away from one facility to go to another geographic area 
of the country. So we will be looking closely at that. 
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Mr. BOLLINGER. I may answer you and Mr. Bilirakis at the same 
time on that question, because a lot of it has to do with the rank 
and file and getting the message out. 

I think some of our members in the Southwest and in the South 
are kind of rubbing their hands, thinking this great wealth is going 
to come their way. On the contrary. When you look at what is 
going to happen in the Northeast and in the Midwest, these al­
ready scarce funds are going to flow in that top-right, bottom-left 
direction. 

And I think it is almost a double whammy, if you will, for the 
northeast; and for the Southwest and those in the South it is going 
to be a case of keeping your head above water, especially true if 
the third party reimbursement and Medicare reimbursement 
doesn't become reality. 

Mr. BISHOP. Can I just follow up on that? With regard to those 
legislative needs Mr. Bilirakis referred to, that is going to increase, 
I think, the need for you to educate your membership so that we 
can make sure that the Congress does, in fact, pass those. 

It is a necessary ingredient. It is in the President's budget. While 
we probably ought not to be depending on it and we ought to be 
looking at it as a supplement, the fact is, if we are going to balance 
the budget and if all of the various parties and interests are going 
to be met, that this is a necessary ingredient. So we need to make 
sure and we need your help in making sure that you keep the pres­
sure on the Congress to make sure that the legislative needs are 
met as they are proposed in the President's budget. 

Can we get your commitment to help us do that? 
Mr. GORMAN. Certainly can. 
Mr. BISHOP. Thank you. 
Mr. STEADMAN. We have been in favor of Medicare subvention for 

some time. As that moves forward, you can count on us to push 
that. 

Mr. BISHOP. Thank you very kindly. 
The CHAIRMAN. Thank you, Mr. Bishop. 
The CHAIRMAN. Mr. Smith. 
Mr. SMITH. Thank you very much, Mr. Chairman. 
I want to thank the VSOs and the very able representatives for 

their testimony and the good work that you provide to us and the 
guidance you provide. 

I just have one question, because most of the other questions I 
think you have answered either in your testimony or in answer to 
my colleagues. While the VA's research budget represents only a 
small fraction of the medical care budget, the administration has 
repeatedly proposed to cut this budget. As you know, this year they 
are looking at something on the order of $228 million, down from 
the 262, and you want to push it up about $30 million. 

I was just wondering if you could tell us-and if it wasn't for the 
bipartisan efforts of this committee and the appropriations commit­
tee to get that back up, the research part of the budget would fall. 
Would it make more sense, in your view, to reconstitute the medi­
cal care appropriation to include research dollars as a means of 
providing more predictability and stability for this program? Or 
should we always come to the rescue every year to try to save it? 
What is your feeling on that? 
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Mr. BOLLINGER. Mr. Smith, I am John Bollinger of Paralyzed 
Veterans of America. I am not sure I can answer the mechanics of 
that question. I will be happy to provide that for you. 

Bottom line for us is that the administration's budget, as it is 
being proposed now, will have a drastic effect on research. There 
is no doubt in our mind about this. In fact, even the administra­
tion's Secretary Brown said before the Senate committee yesterday, 
or actually before your committee a couple weeks ago-that it 
breaks his hearl-and Dr. Kaiser mentioned it yesterday in his tes­
timony-that this is clearly an area of the budget that they don't 
feel real good about. 

You know, as I said, it breaks our hearts, too; but it is going to 
be more than figuratively breaking the hearts of veterans out there 
who are catastrophically disabled who would otherwise benefit 
from this type of research. So we hope that your committee will do 
everything in its power to restore those funds. 

Mr. SMITH. I would appreciate that if you would provide that for 
the record. 

(See p. 432.) 
Mr. SMITH. Would any of you want to comment on the research 

side of the budget? You may have earlier, but I was detained over 
on the House Floor. 

Mr. GORMAN. I don't think we have, Mr. Smith. 
I would just agree with what Mr. Bollinger had to say and also 

that a research budget, an adequate one, certainly serves as incen­
tive for cream of the crop, if you will, to be able to look at VA as 
a place to go and practice medicine and be able to do research also. 

I think the VA is trying to target, as they had not in the past, 
research projects that are very germane and specific to veterans­
related illnesses, such as the special disabilities that we are all 
talking about. So that part is encouraging. The dollar part is very 
discouraging at this point, and we are going to work hard to get 
the budget back to where it should be. 

Mr. SMITH. Thank you very much. I yield back the balance. 
The CHAIRMAN. Thank you. There may be other questions of staff 

if you gentlemen would kindly respond for the record, please. 
Any other questions? 
Thank you gentlemen very much. 
Our third and last panel for today: The American Legion, Non 

Commissioned Officers Association, and Vietnam Veterans of 
America. If you would come to the table, please. 

Each of you will be recognized for 5 minutes. Of course, your en­
tire statements will be made part of the record; and you may pro­
ceed any way you decide among yourselves. 
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STATEMENTS OF JOHN R. VITIKACS, ASSISTANT DIRECTOR, 
NATIONAL VETERANS AFFAIRS AND REHABILITATION COM­
MISSION, THE AMERICAN LEGION; LARRY D. RHEA, DEPUTY 
DIRECTOR OF LEGISLATIVE AFFAIRS, NON COMMISSIONED 
OFFICERS ASSOCIATION; AND KELLI WILLARD WEST, DIREC­
TOR OF GOVERNMENT RELATIONS, VIETNAM VETERANS OF 
AMERICA 

STATEMENT OF JOHN R. VITIKACS 

Mr. VITlKACS. Good morning, Mr. Chairman, members of the 
committee. 

The American Legion commends the Department of Veterans Af­
fairs for striving to maintain a consumer-centered health care de­
livery system. The VA medical care system is truly at a crossroads 
in its history, and many important issues need to be resolved re-
garding its future. _ 

Mr. Chairman, the American Legion is concerned that the Presi­
dent's proposed fiscal year 1998 through fiscal year 2002 discre­
tionary budget appropriation for VA medical care provides no infla­
tionary corrections and relies upon unproven assumptions to pro­
vide necessary funding increases. 

The VA's proposed 30-20-10 flan to deal with expected revenue 
shortfalls has a challenging goa. We are troubled that there is no 
draft backup proposal should the plan prove to be unattainable. 

The flat appropriation level proposed in the fiscal year 1998 
through 2002 medical care budget is far beyond what the system 
can absorb without jeopardizing the quality, quantity, timeliness 
and access to care. 

According to VHA's calculations, it expects to raise approxi­
mately $3.1 billion over the next 5 years through third party health 
insurance collections and Medicare reimbursements. This revenue 
would otherwise be sought through the normal process. It is un­
clear that VA could obtain this amount of alternative funding even 
if authorized by Congress. 

Additionally, it is questionable if current VHA reorganization ef­
forts will yield sufficient savings to substitute for proposed short­
falls. 

Mr. Chairman, there is a need to examine the potential for in­
creasing health care resources through nontraditional means. This 
effort is a logical extension to the Veterans' Health Care Eligibility 
Reform Act of 1996. Without a sufficient combination of appropria­
tions and other alternative revenues, the propensity to downsize 
and reduce the scope of VHA-provided services will continue. 

If additional funding sources are not available, the promises of 
VHA's vision for change will be jeopardized and the VA health care 
system will be destined to a static future, at best, and one of con­
tinuing erosion. 

The American Legion believes the GI bill of health is the blue­
print to managed change within the veterans' health administra­
tion. The proposal was designed to redirect veterans health re­
sources to the VA medical care system while safeguarding the an­
nual appropriations process. 

The VA medical system is now on a fast track to change its dec­
ades-old health care practices. The American Legion supports the 
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vision reorganization and the concept underlying the veterans' eq­
uitable resource allocation methodology. However, before untested 
changes occur, it would be reasonable to investigate and evaluate 
various strategies to help preserve and strengthen the VA medical 
care system. 

In this regard, the American Legion supports H.R. 335, the Com­
mission on the Future for America's Veterans and encourages the 
Congress to enact the proposal. 

Mr. Chairman, the American Legion is also concerned about the 
fiscal year 1998 budget proposals for medical and prosthetic re­
search services, the minor construction program and the construc­
tion program for State extended-care facilities. We urge this com­
mittee to carefully review these programs in the course of your 
budget deliberations . 

We w;mld also like to direct the committee's attention to our pre­
pared statement regarding the fiscal year 1998 budget request for 
the Veterans' Benefits Administration, the proposed cuts to the 
Compensation and Pension Service staffing and the reengineering 
plans for the Vocational Rehabilitation and Counseling Service. 

The American Legion believes that the committee should request 
more detailed justification for the fiscal year 1998 BV A budget re­
quest in order to fully and fairly evaluate the level of and quality 
of services being provided to disabled veterans. 

Mr. Chairman, that completes my statement. 
[The prepared statement of Mr. Vitikacs, with attachments, ap­

pears on p. 239.] 
The CHAIRMAN. Thank you sir. Ms. West. 

STATEMENT OF KELLI WILLARD WEST 

Ms. WEST. Good morning, Mr. Chairman and members of the 
committee. 

VV A is pleased to present recommendations on the fiscal year 
1998 budget. Since this is our first opportunity to appear before the 
105th Congress, we wish to extend a special welcome to the new 
members of this committee. We look forward to working with each 
of you. 

In the interest of time, I will limit my oral remarks to a few key 
topics; and I will be pleased to elaborate on any point during the 
question-and-answer period. 

Health care has been covered pretty thoroughly by my col­
leagues, so I won't go into significant detail on VV A's position. VV A 
does agree with the objective and supports the enactment of legis­
lation to retain third party reimbursements and Medicare pay­
ments, but we are very cautious about the President's budget pro­
posal because it does seem extraordinarily optimistic. 

Given the fact that nowhere near 10 percent of VA's current 
health care budget is being collected by third party reimburse­
ments, it seems unlikely that the incentives, the appropriate billing 
mechanisms and the customer base can be generated quickly 
enough to meet these targets. We could be looking at a catastrophic 
budget shortfall. 

And if we assume that the system is ready for this monumental 
shift, VA would have to be very aggressive in collecting payments 
from veterans and their insurance companies. A wholly dollar-driv-
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en VA healthcare system is a frightening proposition, particularly 
for the service-connected veterans who are dependent upon re­
source-intensive specialized services. These are the veterans that 
are VA's primary mission. 

VV A feels that protections must be incorporated into any author­
izing legislation-for retention of third party and Medicare dol­
lars-to ensure that Congress does not subsequently reduce the 
VA's budget and appropriation by the amount of its receipts. It is 
critical that the Federal appropriation be maintained at a level 
high enough to sustain services to core group veterans. 

As we examine the proposed budget, Mr. Chairman, it becomes 
evident that VA must update its practices, and passage last year 
of the eligibility reform measure will be an instrumental tool. For 
this, we again commend your leadership. 

VV A is encouraged that this committee plans to do oversight on 
assistance programs for homeless veterans. It is generally accepted 
that approximately one-third of the Nation's homeless population 
are veterans. Yet HUD controls over 75 percent of all Federal 
homeless dollars, and HUD fails to ensure that the State and local 
communities distributing these grants do so in a manner that ad­
dresses veterans' specific needs. VV A supports legislation which 
will soon be introduced by Representative Jack Metcalf to correct 
this inequity. 

Investing in comprehensive programs to assist homeless veterans 
is fiscally responsible. Many of these women and men are ready 
and able to work and again become productive, tax-paying citizens. 

Regarding the Court of Veterans Appeals, VV A applauds the de­
cision by the Chief Judge to withdraw the proposal to downsize the 
court. VV A opposed this recommendation when it was originally 
put forward last year, in part because the case load was growing 
due to increased decisions at the Board of Appeals. We urge full 
funding for the court. 

I would like to make a couple of comments about Agent Orange 
and Persian Gulf War illnesses particularly. In order to more con­
clusively determine what conditions are or are not related to serv­
ice in Vietnam or in the Gulf, we recommend that additional gov­
ernment funded but independently conducted research be done on 
these issues. We continue to propose research in Vietnam on the 
Vietnamese popUlation. This committee's support for that kind of 
research would be instrumental. 

This is a challenging time for the veterans community, and fiscal 
considerations are forcing VA to develop new ways of doing busi­
ness. These innovations often improve services while at the same 
time enhancing efficiency, but veterans are very cautious because 
they have seen budget-driven changes in the VA restrict services 
through the years. 

Recognizing fiscal realities, the veterans community no longer ex­
pects that the V Abe all things to all veterans. And not all veterans 
want or need VA services. But veterans do expect that the VA will 
maintain a necessary level of services for core group veterans, and 
Congress must provide an appropriate level of funding for this. 

Thank you for the opportunity to present VV A's views on the fis­
cal year 1998 budget. I would be happy to answer any I}uestions. 
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[The prepared statement of Ms. West, with attachment, appears 
on p. 251.] 

The CHAIRMAN. Thank you. Mr. Rhea. 

STATEMENT OF LARRY D. RHEA 

Mr. RHEA. Thank you, Mr. Chairman and good morning. 
Mr. Evans, good morning to you, sir, and to the other members 

of the committee. 
Since we are bumping up against your 11:30 hour, I will not re­

peat anything or try to not repeat anything that has been said that 
concerns VA health care. That has been covered pretty well in 
depth this morning, and NCOA certainly shares those concerns. 

I will only comment on it in this respect, though. Two days ago, 
a rather high-ranking VA official himself admitted-and I wrote 
the words down so I won't misquote anyone-that ''These are al­
most outlandish targets," followed up by a second quote, "which 
there is no margin for error in this budget." Whether that individ­
ual would admit that to this committee or not I don't know, but 
that was stated. 

What troubles NCOA is that we have been down a very similar 
path with the Department of Defense beneficiaries. Third party bil­
lings have been in effect there for a long, long time; and we can 
see the result there. And I would just urge the committee to be 
very careful here if we are going to place greater and greater reli­
ance upon third party recoveries-which I think have been grossly 
overstated anyway. We have got to know where it is leading us. 

I think the whole message of this budget to veterans as far as 
health care is this: It will be there somehow in the future if you 
find a way to pay for it, okay? And much like what we have seen 
in the DOD system, maybe that core Federal obligation that we 
have held sacred for so long might not be totally dishonored, but 
it will be chipped away to something that we don't recognize. 

Today we have addressed concerns in our statement, Mr. Chair­
man, on the cemetery system. Your attention to that would also be 
appreciated. 

But I could not walk away from this table this morning if I didn't 
say something about the post-services education benefit. We are in­
censed at the nonproposal by this administration on post-services 
education benefits for veterans. And I would think that somewhere 
in a 1. 7 trillion dollar Federal budget, in a $51 billion education 
budget in which we are proposing to spend record levels as far as 
education, that we could have found something to improve the vet­
eran education benefit. And unless I misread the budget, there was 
not one cent proposed to do anything relative to the GI bill. 

As I put it in my statement, and I make no apology at all in stat­
ing it to you now, the Commander in Chief of Education went 
AWOL. 

With that, I would be happy to respond to your questions. 
[The prepared statement of Mr. Rhea appears on p. 242.] 
The CHAIRMAN. Thank you, Mr. Rhea. 
Thank all of you for your testimony today and for all the hard 

work that you do, not only for your organization but in helping us 
out. 
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I am sure I can speak for all the members of this committee 
when I say that we all support the retention of third-party collec­
tion, but we certainly think that should be in the form of supple­
mental dollars and not to replace appropriated dollars as proposed 
in this budget. I thank you once again. Mr. Evans. 

Mr. EVANS. Thank you, Mr. Chairman. I agree. 
I would just ask this panel where their organizations stand on 

keeping the eligibility for Persian Gulf veterans-unlimited eligi­
bility or limited time eligibility? 

Mr. VITIKACS. The American Legion, I believe we are on record 
at this time of supporting an open-ended eligibility period. 

Mr. EVANS. Ms. West. 
Ms. WEST. The VVA has endorsed your bill which would extend 

the presumptive period to 10 years. We feel that at this point in 
time this would be an appropriate time period. It would allow for 
everyone who is experiencing illnesses now and anyone who be­
comes sick within the next 3 or 4 years to be accommodated. And 
ideally science and medicine can come up with some answers in 
that time frame. 

If we reach that point and there are no answers about causes, 
then we would recommend that it be further extended. But the 10 
years seems to be an appropriate time. 

Mr. EVANS. Larry. 
Mr. RHEA. I think the real question, sir, is not whether it is 5 

years or 10 years. I think what we are recognizing here is that two 
years was rather arbitrarily said, and we certainly support that 
being extended. We could go with 5 years or 10 years, but I think 
what we are all recognizing at this point is that 2 years was not 
the right decision when we made it. 

Mr. EVANS. Thank you. 
The Chairman and I have written to the administration concern­

ing the GI bill increase. We are of the opinion that, as we rightfully 
increase money for education, that the first beneficiaries ought to 
be those that contributed to the defense of our country; and it is 
a bipartisan effort on our part as committee members. 

Mr. RHEA. Appreciate that, sir. 
The CHAIRMAN. Thank the gentleman. Mr. Bilirakis. 
Mr. BILIRAKIS. Mr. Chairman, just a very brief statement in the 

interest of time. 
You were in the room when I made my comments earlier. I did 

not use the word precedent, but, boy, what a precedent this would 
be establishing or the attempt is to establish in this particular case 
where we are saying that the usual dollars that should go for these 
services, health care and whatnot are in the future going to be on 
the come. We may get them or we may not get them. 

That is a temporary, I believe, precedent; and I, for one, am pret­
ty put out that we picked the veterans to try to create this prece­
dent on. 

Again, it is in your hands. I am a member of the NCOA and 
American Legion, obviously, and some of the other groups; but it 
is really in your hands to help us to help you. I don't know how 
this is going to go. I don't know whether we have a reading yet as 
far as members are concerned in terms of this idea. But you can 
see, I think, how most members of the committee, maybe all of the 

39-302 97 - 4 
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members of the committee feel. But we can't do it without you, so 
we need your help with your rank and file. 

They have got to contact us. Your members and all those who 
would qualify to be members but who are not have got to contact 
us and say, we don't want this to take place. 

Thank you, Mr. Chairman. 
The CHAIRMAN. Mr. Smith. 
Mr. SMITH. Thank you, Mr. Chairman. 
I would just like to ask one question with regard to third party 

receipts and where they should ultimately end up. Have your orga­
nizations given much thought to how much, all or part, of those re­
ceipts ought to go to the individual VA medical centers themselves 
as an additional incentive? 

Of course, there could be some disparities if that were 100 per­
cent deal with those with heavily insured people obviously getting 
more receipts than an inner city medical center, but I wonder if 
you have given any thought to those local VA medical centers hold­
ing on to some of those monies? 

Mr. VITIKACS. Mr. Smith, the American Legion has looked at this 
issue, and we believe a good starting point at least would be a 75 
or 80 percent retention at the facility, providing the Chair with the 
balance of that money being deposited in a system-wide trust ac­
count for distribution of needs throughout the system. 

Ms. WEST. WA has not come up with a percentage figure, but 
we absolutely do agree that there needs to be a balance between 
monies being retained at the local level and the overall needs of the 
system. If no monies are retained at the local level, then there is 
very little incentive for those facilities to go out and serve the pa­
tients and collect the money. 

Mr. RHEA. I don't have a magic formula for you either, sir. We 
certainly have to cross that first hurdle, allow the monies to be re­
tained within W A, and we would hope that that could happen. 
There are merits both ways that I think you have to consider, 
whether it is retained at the vision level or at the actual medical 
center level, and it will probably end up with a balance there some 
way. 

Mr. SMITH. I appreciate that, and as you develop further rec­
ommendations on that I would ask that of the other VSOs as well. 
It would be helpful, I think. Because as this goes forward, I think 
it ought to be a package deal. And even though the numbers could 
be tinkered with down the line, it seem to go me-and I agree with 
Mrs. West-incentives make the world go around. If there is the 
right incentive and right mix, it will enhance medical care locally 
and also maximize collection efforts. So I thank you. 

The CHAIRMAN. Thank you. And thank you once again, the panel 
and those here that just testified. 

I am sorry. The gentlelady from Idaho, Mrs. Chenoweth. I apolo­
gize. 

Mrs. CHENOWETH. Thank you, Mr. Chairman. I just-one ques­
tion that I wanted to ask Mr. Vitikacs. 

I am really concerned that the administration proposes to reduce 
Federal support for the VA State Home Program at a time when 
there are $192 million worth of pending projects for which the 
States have already provided funds. So we are really leaving the 
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States on the hook there, including one in my home district. So I 
am very personally concerned about that. 

How does the Independent Budget address this issue, and do you 
have any further suggestions? 

Mr. VITIKACS. Well, the American Legion is not part of the Inde­
pendent Budget; and I have not looked at that from their perspec­
tive. 

In our view, this program has been underfunded year after year. 
VA today is moving more away from long-term care, the provision 
of long-term care; and our view is that the State Veterans Home 
Programs would be an excellent complement inventory asset to the 
VA in this regard. 

The Congress over the years has provided more funds than have 
been requested for this particular program, and we see their being 
an urgent need for the Congress to really examine this issue and 
come up with an adequate appropriation, much above the level that 
the administration is requesting. 

Mrs. CHENOWETH. Thank you very much. And I just also wanted 
to add my appreciation to all of you for your comments. Thank you. 

The CHAIRMAN. Thank you, Mrs. Chenoweth. I apologize again. 
And thank you, ladies and gentlemen, once more. 
The Chair does have one more question. There is always the in­

evitable post-conference-if you could take those down the hall so 
the crew can get in here and set up for lunch, it would be very 
much appreciated. 

Thank you all very much. The meeting stands adjourned. 
[Whereupon, at 11:30 a.m., the committee was adjourned.] 





APPENDIX 

HONORABLE BOB STUMP 

STATEMENT 
FULL COMMITTEE HEARING ON THE PROPOSED 

BUDGET FOR FISCAL YEAR 1998 
FEBRUARY 13,1997 

I WANT TO WELCOME ALL OF THE WITNESSES WHO 

WILL BE PRESENTING TESTIMONY TODAY. 

FOR THE FIRST TIME IN RECENT MEMORY, WE WILL 

HEAR TESTIMONY CONCERNING THE BUDGET OF 

THE AMERICAN BATTLE MONUMENTS COMMISSION 

AND ARLINGTON NATIONAL CEMETERY. 

I URGE MEMBERS TO LISTEN TO ALL OF THE 

TESTIMONY THAT WILL BE PRESENTED THIS 

MORNING. 

OUR FIRST PANEL IS HEADED BY THE SECRETARY 

OF VETERANS AFFAIRS AND WE ARE LOOKING 

FORWARD TO HIS STATEMENT. 

HOWEVER, MR. SECRETARY, I MUST TELL YOU I AM 

VERY CONCERNED ABOUT YOUR HEALTH CARE 

BUDGET PROPOSAL. 

(97) 
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THE ADMINISTRATION'S REQUEST ASSUMES THAT 

CONGRESS WILL ENACT LEGISLATION THIS YEAR 

TO ALLOW VA TO KEEP ALL OF THE FEES AND 

HEALTH INSURANCE COLLECTIONS IT PRESENTLY 

DEPOSITS IN THE TREASURY. 

IT ALSO ASSUMES THAT CONGRESS WILL ENACT 

MEDICARE "SUBVENTION" LEGISLATION WHICH 

WILL PRODUCE OVER $1 BILLION IN REVENUE 

OVER THE NEXT FIVE YEARS. 

ADDITIONALLY, THIS BUDGET IS BASED ON AN 

ASSUMPTION THAT VA WILL LOWER ITS COST PER 

PATIENT BY 30 PERCENT OVER THE NEXT FIVE 

YEARS. 

I BELIEVE THIS COMMITTEE WILL PURSUE 

MEDICARE SUBVENTION AND RETAINING 

INSURANCE COLLECTIONS AS ADDITIONS TO 

APPROPRIATED DOLLARS. 

BUT IT IS UNPRECEDENTED FOR VA HEALTH CARE 

SPENDING TO BE CONDITIONED ON PASSAGE OF 

SUCH LEGISLATION. 
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I'M ALSO CONCERNED ABOUT VETERANS GOING 

TO SCHOOL UNDER THE MONTGOMERY GI BILL. 

THE GI BILL HAS BEEN CALLED THE MOST 

IMPORTANT FEDERAL LEGISLATION IN THE 20TH 

CENTURY. 

IT HAS DONE MORE TO CREATE THE POST -WWII 

MIDDLE CLASS THAN ANY OTHER LAW PASSED BY 

CONGRESS. 

UNFORTUNATELY, IT APPEARS THAT THE BUDGET 

INCREASES NEARLY EVERY OTHER EDUCATION 

PROGRAM WHILE IGNORING THE GI BILL. 

I AM DETERMINED TO RAISE THIS ISSUE IN OUR 

BUDGET DELIBERATIONS THIS YEAR. 

MR. SECRETARY, I WOULD ALSO LIKE TO MENTION 

TWO OTHER PROGRAM AREAS, THE CEMETERY 

SYSTEM AND BENEFITS ADMINISTRATION. 

NATIONAL CEMETERY DIRECTOR JERRY BOWEN 

RECENTLY VISITED ARIZONA TO TOUR THE 

NATIONAL MEMORIAL CEMETERY OF ARIZONA IN 
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PHOENIX, AND THE POST CEMETERY AT FORT 

HUACHUCA. 

I WANT TO THANK HIM FOR TAKING THE TIME TO 

COME TO THESE CEMETERIES, AND ALSO EXPRESS 

MY APPRECIATION TO YOU FOR RECOGNIZING THE 

NEEDS OF ARIZONA'S ONLY OPEN NATIONAL 

CEMETERY IN THIS YEAR'S BUDGET. 

MR. SECRETARY, YOU HAVE BEGUN THE PROCESS 

OF SELECTING A NEW UNDER SECRETARY FOR 

BENEFITS. 

I HOPE THAT YOU WILL TRY TO FIND SOMEONE 

WHO CAN DO FOR THE VETERANS BENEFITS 

ADMINISTRATION WHAT DR. KIZER IS DOING FOR 

VA'S HEALTH CARE SYSTEM. 

IT WILL TAKE SOMEONE WHO IS WILLING TO BRING 

INNOVATIVE IDEAS TO THE DIFFICULT TASKS OF 

IMPROVING TIMELINESS AND QUALITY OF CLAIMS 

PROCESSING. 

I HOPE YOU WILL FIND SUCH A PERSON. 

I NOW RECOGNIZE MR. EVANS. 
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THE HONORABLE LANE EVANS 

OPENING STATEMENT 

FY 1998 DVA BUDGET HEARING 

FEBRUARY 13, 1997 

THANK YOU, MR. CHAIRMAN. 

LIKE OTHER BUDGETS PROPOSED BY PAST 

ADMINISTRATIONS, THE FISCAL YEAR 1998 

BUDGET PROPOSED LAST WEEK FOR THE 

DEPARTMENT OF VETERANS AFFAIRS IS A 

STARTING POINT. OVERALL, I BELIEVE IT IS A 

GOOD STARTING POINT. IT PROVIDES A 

FOUNDATION ON WHICH TO CONSTRUCT A 

BUDGET TO MEET THE NEEDS OF VETERANS. 

FOR EXAMPLE, I COMMEND THE 

PRESIDENT AND SECRETARY BROWN FOR 

RECOMMENDING VA RETAIN ALL INSURANCE 

AND OTHER THIRD PARTY REIMBURSEMENTS 

VA COLLECTS. VA RETENTION OF THESE 

FUNDS TO PROVIDE VETERANS HEALTH CARE 

IS A PROPOSITION THIS COMMITTEE HAS 

LONG SUPPORTED. WE SHOULD GIVE THIS 
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PROPOSAL FULL CONSIDERATION. OUR JOB IS 

TO MAKE A FAIR AND INFORMED DECISION 

WHEN THE DETAILS OF THIS PROPOSAL ARE 

AVAILABLE. 

ON THE OTHER HAND, I AM DISAPPOINTED 

THAT A BUDGET THAT CORRECTLY 

EMPHASIZES EXPANDING EDUCATION 

OPPORTUNITIES FOR OUR CITIZENS DOES 

NOT INCLUDE AN INCREASE IN VA EDUCATION 

BENEFITS. THE STRENGTH OF OUR NATION'S 

ECONOMY AND NATIONAL SECURITY DEPEND 

ON, AND WILL BENEFIT DIRECTLY FROM, 

IMPROVING EDUCATION. IT IS CLEAR TO ME, 

HOWEVER, THAT THE YOUNG MEN AND 

WOMEN WHO EARN THEIR GI BILL BENEFITS 

THROUGH HONORABLE MILITARY SERVICE 

SHOULD BE AMONG THE FIRST TO BENEFIT 

FROM THE PRESIDENT'S COMMITMENT TO 

IMPROVING THE QUALITY AND AVAILABILITY 

OF EDUCATION IN THIS COUNTRY. 

AS AMERICANS, WE VALUE OUR NATIONAL 

HONOR AND DEEPLY RESPECT OUR NATIONAL 
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COMMITMENTS. IF WE DO NOT KEEP 

AMERICA'S PROMISE "TO CARE FOR HIM WHO 

SHALL HAVE BORNE THE BATTLE, AND FOR HIS 

WIDOW AND FOR HIS ORPHAN," OUR 

INTEGRITY AS A NATION IS UNDERMINED. IT 

WILL BE OUR TASK AND RESPONSIBILITY TO 

ENSURE THAT THE BUDGET WE IN CONGRESS 

ADOPT PROVIDES THE RESOURCES VA NEEDS 

TO OFFER EXCELLENT HEALTH CARE TO 

VETERANS IN A TIMELY MANNER. THE 

BUDGET MUST PROVIDE VA THE TOOLS IT 

NEEDS TO PROCESS CLAIMS QUICKLY AND 

ACCURATELY. THE BUDGET MUST BE 

SUFFICIENT TO ENSURE THAT THE 

VOCATIONAL REHABILITATION 

OPPORTUNITIES WE PROVIDE FOR OUR 

DISABLED VETERANS ARE SECOND TO NONE. 

THE BUDGET MUST ENSURE THAT 

SPECIALIZED SERVICES FOR BLINDED 

VETERANS AND THOSE WITH SPINAL CORD 

DYSFUNCTION CONTINUE TO BE AMONG THE 

FINEST IN THE WORLD. IN SHORT, THE 

BUDGET MUST BE ONE THAT KEEPS 
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AMERICA'S PROMISE TO OUR VETERANS AND 

THEIR FAMILIES. 

I LOOK FORWARD TO WORKING CLOSELY 

WITH YOU, MR. CHAIRMAN, TO ACHIEVE THAT 

GOAL. 
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Rep. Joseph P. Kennedy II 
Hearing on Administration's Fiscal Year 1998 Budget 

February 13, 1997 

Mr. Chairman, thank you for convening this hearing 

on the Administration's Fiscal Year 1988 budget . I 

would also like to thank everyone who has come to 

testify today. As we all know, providing veterans 

quality health care with t oday's budget limitations is 

a very difficult and challenging mandate . 

But it is unconscionable that the Veterans 

Administration's budget that is before us today does 

not fully fund veterans care through appropriations . 

Looming budget constraints does not mean that we toss 

veteran's health care to chance. But t oday that is 

exactly what is being proposed. 

We are "chancing" that new hospital funds will 

increase by 10 percent, even before Congress approves a 

plan to authorize Medicare payments and third party 

insurance payments. 

We are "chancing" that patient workload will 

increase by 20 percent. And we are "chancing" that the 

Veterans Administration will be able to cut 30 percent 

in costs of per patient care all in five years. 

I can't think of a single business that would be 

able to achieve these kinds of goals in five years. 

Yet we are relying on these "chances" to provide for 

our nation's veterans. And what if the VA cannot 

achieve these goals? will it have sufficient funds to 

keep the hospital system operating? According to the 
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budget before us today, the answer to that question is 

"NO. II 

It is critical that we begin to plan for the future 

so that we will always be able to meet the health care 

needs of this nation's veterans. In today's era of 

budget-driven priorities, and with these additional 

demands placed on the system, the VA faces the serious 

task of outlining budget needs, setting medical 

priorities, and finding new ways to provide cost­

effective, quality health care. 

I am very supportive of the efforts to streamline 

the VA system - and determine the challenges of the 

future so that we can design the system to meet the 

continuing needs of veterans. It is crucial, however, 

that we do not cut the quality of care to our veterans. 

This nation has made a commitment to providing 

timely and quality health care to our veterans. We 

have established an independent VA as a source of 

health care for our veterans. The Veterans 

Administration must not leave our veterans' care up to 

"chance~" 
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THE HONORABLE MICHAEL BILIRAKIS 

COMMITTEE ON VETERANS' AFFAIRS 
FEBRUARY 13, 1997 

HEARING ON DEPARTMENT OF VETERANS' AFFAIRS 
FISCAL YEAR 1998 BUDGET 

THANK YOU, MR. CHAIRMAN. 

I WANT TO COMMEND YOU FOR SCHEDULING THIS TIMELY 

HEARING ON THE ADMINISTRATION'S FISCAL YEAR 1998 BUDGET 

REQUEST FOR THE DEPARTMENT OF VETERANS' AFFAIRS. 

WOULD ALSO LIKE TO TAKE A MOMENT TO WELCOME 

SECRETARY BROWN AND OUR OTHER WITNESSES TO THE 

COMMITTEE. 

I AM ANXIOUS TO HEAR SECRETARY BROWN'S TESTIMONY 

REGARDING THE ADMINISTRATION'S OVERALL BUDGET 

RECOMMENDATIONS FOR THE UPCOMING FISCAL YEAR. 

HOWEVER, I DO HAVE SOME SERIOUS CONCERNS ABOUT THIS 

BUDGET SUBMISSION AND SOME OF ITS UNDERLYING 

ASSUMPTIONS THAT I WOULD LIKE TO SHARE WITH THE 

SECRETARY. 

SPECIFICALLY, I AM TROUBLED THAT THE ADMINISTRATION'S 

BUDGET REQUEST INCLUDES ESSENTIALLY FLAT APPROPRIATIONS 

LEVELS FOR VA MEDICAL CARE FOR THE NEXT FIVE YEARS. 

THESE PROJECTED FUNDING LEVELS DO NOT APPEAR TO TAKE 

INTO ACCOUNT INFLATION AND OTHER UNAVOIDABLE COST 

INCREASES. CONSEQUENTLY, I AM AFRAID THAT WE COULD BE 



108 

CONFRONTED WITH SUBSTANTIAL REDUCTIONS IN HEALTH CARE 

FUNDING FOR VETERANS IN THE FUTURE. 

IN ADDITION, THE BUDGET REQUESTS RELIES ON LEGISLATIVE 

INITIATIVES WHICH HAVE NOT YET BEEN ENACTED TO 

SUPPLEMENT APPROPRIATED RESOURCES FOR VETERANS 

MEDICAL CARE. 

THE ADMINISTRATION'S BUDGET REQUEST ASSUMES THAT THE 

VA WILL COLLECT MORE THAN $3 BILLION OVER THE NEXT FIVE 

YEARS THROUGH THE MEDICAL CARE COST RECOVERY (MCCR) 

PROGRAM WHICH BILLS PRIVATE HEALTH INSURERS FOR THE 

TREATMENT OF NON-SERVICE CONNECTED CONDITIONS. AS I 

UNDERSTAND IT, THIS PROJECTION WOULD REQUIRE THE VA 

ALMOST TO DOUBLE ITS CURRENT YEAR COLLECTION BY FISCAL 

YEAR 2002. CAN THE VA REALISTICALLY MEET THIS GOAL? 

THIS ASSUMPTION DOES NOT TAKE INTO ACCOUNT CHANGES IN 

THE DELIVERY OF HEALTH CARE SUCH AS THE SHIFT TO MORE 

COST-EFFECTIVE OUTPATIENT CARE WHICH COULD ACTUALLY 

DIMINISH VA COLLECTIONS. MOREOVER, THE LEGISLATIVE 

CHANGES REQUIRED TO PERMIT THE VA TO RETAIN THESE 

REVENUES DO NOT FALL UNDER THE JURISDICTION OF THIS 

COMMITTEE. 

THERE IS NO GUARANTEE THAT CONGRESS WILL ENACT THE 

CHANGES NECESSARY TO ALLOW THE VA TO RETAIN THIRD 

PARTY REIMBURSEMENTS. IF THIS LEGISLATIVE INITIATIVE IS NOT 

ENACTED, WILL THE VA HEALTH CARE SYSTEM BE ABLE TO 

PROVIDE ADEQUATE SERVICES TO OUR NATION'S VETERANS? 
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THE ADMINISTRATION HAS ALSO PROPOSED THE ENACTMENT OF 

"MEDICARE SUBVENTION" LEGISLATION THAT WOULD ALLOW THE 

MEDICARE PROGRAM TO REIMBURSE THE VA FOR THE 

TREATMENT OF MEDICARE ELIGIBLE VETERANS. 

AS A VETERAN AND THE REPRESENTATIVE OF A CONGRESSIONAL 

DISTRICT WITH A LARGE VETERANS POPULATION, I STRONGLY 

BELIEVE THAT THIS PROPOSAL DESERVES FURTHER 

EXAMINATION. AS THE CHAIRMAN OF ONE OF THE 

CONGRESSIONAL SUBCOMMITTEE'S WITH JURISDICTION OVER 

THE MEDICARE PROGRAM, I MUST ALSO TAKE INTO ACCOUNT 

THE IMPACT THAT SUBVENTION COULD HAVE ON THE MEDICARE 

TRUST FUND WHICH IS FACING SEVERE FINANCIAL DIFFICULTIES. 

ACCORDING TO THE BUDGET REQUEST, THE VA'S "GOAL IS THAT 

BY THE YEAR 2002, MEDICARE COLLECTIONS WILL PROVIDE 

APPROXIMATELY $557 MILLION ANNUALLY TOWARDS THE CARE 

OF HIGHER INCOME VETERANS." WHAT THE BUDGET REQUEST 

DOCUMENTATION DOES NOT MAKE CLEAR IS HOW THIS 

PROPOSAL WILL BE FUNDED BY THE MEDICARE PROGRAM. I HOPE 

THE ADMINISTRATION WILL BE ABLE TO ADDRESS THIS CONCERN 

DURING OUR HEARING TODAY. 

LIKE THE MCCR PROPOSAL, MEDICARE SUBVENTION IS ALSO A 

LEGISLATIVE INITIATIVE THAT IS OUTSIDE THE JURISDICTION OF 

OUR COMMITTEE. DURING THE 104TH CONGRESS, MY HEALTH 

SUBCOMMITTEE HELD A HEARING ON THE SUBJECT OF 

SUBVENTION. GENERALLY, THE MEMBERS OF MY SUBCOMMITTEE 

WERE OPEN-MINDED ABOUT THE ISSUE. HOWEVER, THE WAYS 

AND MEANS COMMITTEE, WHICH ALSO HAS JURISDICTION OVER 



110 

THE MEDICARE PROGRAM, HAS HISTORICALLY OPPOSED 

MEDICARE SUBVENTION LEGISLATION. 

IN LIGHT OF THAT HISTORICAL OPPOSITION TO MEDICARE 

SUBVENTION LEGISLATION, I AM WORRIED THAT THE 

ADMINISTRATION'S FISCAL YEAR 1998 BUDGET REQUEST WILL BE 

INSUFFICIENT TO MEET THE NEEDS OF OUR VETERANS IF A 

MEDICARE SUBVENTION PROPOSAL IS NOT ENACTED INTO LAW. 

ACCORDING TO THE BUDGET REQUEST, THE "MISSION OF THE 

VETERANS HEALTH CARE SYSTEM IS TO SERVE THE NEEDS OF 

AMERICA'S VETERANS." I HAVE SERIOUS DOUBTS ABOUT THE 

VA'S ABILITY TO SATISFY THIS MISSION UNDER THE FISCAL YEAR 

1998 BUDGET PROPOSAL. 

WE MUST NEVER FORGET THAT OUR NATION'S OBLIGATION TO 

CARE FOR OUR VETERANS. I HOPE THAT SECRETARY BROWN 

WILL BE ABLE TO ALLAY SOME OF MY CONCERNS TODAY. 

THANK YOU, MR. CHAIRMAN. 
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THE HONORABLE JACK QUINN 
COMMITTEE ON VETERANS' AFFAIRS 

FEBRUARY 13, 1997 

HEARING ON ADMINISTRATION'S FY 98 BUDGET 

THANK YOU MR. CHAIRMAN AND THANK YOU FOR 

HOLDING THIS HEARING. I WANT TO JOIN IN 

WELCOMING SECRETARY BROWN AND THE OTHER 

WITNESSES FOR APPEARING TODAY AND I LOOK 

FORWARD TO HEARING TESTIMONY ON THE FISCAL 

YEAR 98 BUDGET. 

THROUGH THE BUSINESS PROCESS 

REENGINEERING, VA IS WORKING TOWARD A CLAIMS 

PROCESSING TIME OF LESS THAN 60 DAYS BY THE 

YEAR 2002, THEREFORE I'M CONCERNED ABOUT THE 

ADMINISTRATION'S FY 1998 REQUEST TO CUT 543 FTE 

WHILE EXPECTING A SIGNIFICANT INCREASE IN 

PERFORMANCE. 

I AM CONCERNED ABOUT THE SLOW AND 

INEFFECTIVE PROGRESS ON REORGANIZING THE 

VOCATIONAL REHABILITATION PROGRAM. GAO HAS 

CRITICIZED THE VA ON THESE VERY ISSUES, AND WE 

ARE STILL WAITING FOR A REPORT THAT WAS DUE IN 

JUNE OF '96. AS CHAIRMAN OF THE SUBCOMMITTEE 
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ON BENEFITS, I LOOK FORWARD TO EXAMINING THiS 

PROGRAM AND ITS ADMINISTRATION. 

THE PRESIDENT HAS OFFERED $50 BILLION IN 

EDUCATION IMPROVEMENTS, BUT NOTHING FOR THE 

MONTGOMERY GI BILL PROGRAM. THIS CONCERNS 

ME AND I LOOK FORWARD TO HEARING SECRETARY 

BROWN'S COMMENTS ON THIS SUBMISSION. 

AFTER THREE YEARS OF HOLDING STEADY, I AM 

PLEASED THAT THE ADMINISTRATION HAS PROVIDED 

AN INCREASE FOR THE NATIONAL CEMETERY 

SYSTEM. I'M ALSO PLEASED WITH THE ADDITIONAL 

$7.4 MILLION AND 52 FULL TIME EMPLOYEES. 

HOWEVER, I LOOK FORWARD TO HEARING MORE 

ABOUT THE PROPOSED GRANT CHANGES FOR THE 

STATE CEMETERY PROGRAM. 

THANK YOU MR. CHAIRMAN AND THANK YOU 

AGAIN TO THE WITNESSES FOR BEING HERE TODAY. 

I LOOK FORWARD TO WORKING WITH EACH OF YOU 

ON THESE AND OTHER ISSUES DURING THE 105TH 

CONGRESS. 



113 

PREPARED STATEMENT OF BON. LUIS V. GUTIERREZ 

Thank you Chairman Stump and Ranking Member Evans for convening this im­
portant hearing to discuss the fiscal year 1998 budget for the Department of Veter­
ans Affairs. 

As we all know, the process of change and reform of the DV A has picked up speed 
dramatically during the past year. Nowhere is this more evident than in President 
Clinton's budget request for the fiscal year 1998. 

While overall funding has not decreased from the 1997 levels, the already scarce 
resources available to the VA will be allocated in a different manner than in years 
past. A number of service networks will face significant shortfalls this year and may 
be forced to consolidate and eliminate some services in their regions. 

The ramifications of the new VA resource allocation framework will be profound. 
VISN 12, based around the Chicago area will lose approximately $57 million. VISN 
1 in Boston will lose $52 million and VISN 3 in the Bronx will lose $148 million 
over the next few years. 

The question the members of this committee must ask and seek answers for, is 
how these cuts will affect veterans? Now, Secretary Brown you explain in your testi­
mony that the VA will reduce per patient costs by 30 percent while serving 20 per­
cent more veterans. 

That sounds remarkable. I hope the VA achieves this goal. 
However, in Chicag~nd in areas facing similar reductions-will the VA be able 

to provide more care with so few resources? 
This committee must find answers to these important questions or else we are 

failinq to serve our Nation's veterans properly. 
It is the obligation of this committee to guarantee that veterans throughout our 

Nation receive the best care available and that VA restructuring does not take from 
some veterans to give to others. I am sure that this is not the intended goal of the 
VERA. However, ensuring that this plan does not adversely affect the vital care that 
veterans depend on, have earned and deserve must be our mission. 

As the ranking member on the Subcommittee on Health, I intend to pursue this 
issue vigorously in conjunction with Chairman Stearns. 

I look forward to working with Secretary Brown and my colleagues on the com­
mittee to achieve this goal. 

Thank you, I will present my questions later. 

PREPARED STATEMENT OF HON. SANFORD D. 
BISBOP,JR 

Good Morning, Mr. Chairman, Mr. Evans, members of the committee and distin­
guished panelists and guests. I am pleased to be here today to receive testimony 
about the President's proposed Department of Veterans Affairs Fiscal Year 1998 
Budget. 

We have a long day ahead of us so I would like to is take this opportunity to 
thank our panelists for coming today to present their views on the Presidents Fiscal 
Year 1998 budget. Particularly, I want to commend Secretary Brown for his efforts, 
over the last 4 years, to help improve the lives of our Nation's veterans. I am hope­
ful that under his continued leadership and guidance, the Department of Veterans 
Affairs will continue to work for the best interests of the veterans community. 

I am pleased to see that our panel includes individuals who are quite knowledge­
able about employment, veterans appeals, and burial concerns, These particular is­
sues are of great importance to veterans. As a member of the Subcommittee on Ben­
efits, I am most interested in hearing your thoughts and recommendations for im­
provements in these areas. 

I also want to thank the veterans' service organizations for their role in serving 
as the voices for the veterans of America. You continue to be on the forefront of the 
fight to provide a better quality of life for our veterans community, and I applaud 
your efforts. 

Our veterans have always made the ultimate sacrifices when called to do so. It 
is our duty to respond to them in kind by providing them with the necessary bene­
fits and resources. As an ardent supporter of veterans issues, I look forward to 
working with all of you to ensure that the necessary resources, programs, and poli­
cies are in place to assist our veterans. 
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PREPARED STATEMENT OF HON. CORRINE BROWN 

Mr. Chairman, thank you for holding this important hearing today. I am honored 
to be hearing today's star witness-Veterans Affairs Secretary Jesse Brown. Sec­
retary Brown has spent his entire professional career as an advocate for veterans. 
He has been a true champion for the brave men and women who have served their 
country. 

The President has just released his proposed budget for fiscal year 1998. As you 
know, Florida's veterans population has grown substantially in the last few years. 
The President's budget specifically states that "The East Central Florida area has 
been identified for over 10/ears as a critically underserved area with a growing 
population of retired, limite income veterans." I look forward to hearing your com­
ments on what the President's budget will mean for Florida's veterans. 

There are nearly 2 million Florida veterans are concerned about what will happen 
to them when they get sick and need medical attention. According to some esti­
mates, there are 100 new veteran residents in Florida each day. 

The President and Secretary Brown knows that we must never forget the sac­
rifices made by our veterans. In our quest to pass a responsible budget, it would 
be wrong to do this by cutting back on health care for our veterans, who have made 
this country what it is today. So, I commend President Clinton and VA Secretary 
Jesse Brown for responding to veterans' needs with such strong advocacy. And, I 
look forward to hearing testimony from Secretary Brown and the other witnesses 
here today. 
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Statement of the Honorable Mike Doyle [PA-18] 
Committee on Veterans' Affairs 

Hearing on the Administration's FY98 Budget 

February 13, 1997 

Passing a budget for the Department of Veterans' Affairs is a task that Congress 
addresses every year. However, the OVA has recently begun dramatically altering the 
way the Agency provides services to our nation 's veterans, especially in the area of 
veterans' health care. These changes will require this Committee to take an especially 
close look at the Agency's budget, to ensure that the changes being proposed and 
those that have been executed thus far do not diminish the quality of service provided 
to veterans. 

I support efforts to balance our federal budget, and increasing the efficiency of federal 
programs and organizations, including the OVA, is an option that should be considered . 
However, we cannot put these goals ahead of the OVA's primary mission , to help our 
veterans who have sacrificed their health and safety defending this nation and 
democracy around the world . Additionally, we must ensure that any changes made to 
veterans programs improve services to all veterans and don't simply shift quality service 
from one group to another or from one region of the country to another. 

One part of the OVA's restructuring that is of great concern to me and the veterans in 
Western Pennsylvania is the proposed shift of veterans health care funds from VISN 4, 
which serves all of Pennsylvania, to other regions of the country. My district has one of 
the largest veterans populations of any district in the nation. Any proposal to take 
resources away from such a large population of veterans should be carefully reviewed 
to ensure that those funding reductions don't result in decreased access to quality 
health care for the veterans in Western Pennsylvania and in other regions where large 
funding cuts are being proposed . 

Another part of this budget proposal that concerns me is the new revenue structure 
proposed in this budget. While making large assumptions regarding future revenue 
from non-appropriated sources, the proposal makes bold goals of drastically reducing 
per patient costs and increasing the number of patients served by OVA health care 
facilities. This budget reaches beyond FY98 and makes permanent funding decisions 
that could very well leave the OVA without sufficient revenue in future years to 
adequately provide health care services to our nation's veterans. We have a 
responsibility to our veterans to provide long-term solutions to their health care needs, 
and I am concerned that the new funding structure included in this budget proposal will 
not be sufficient to meet those needs. 

I want to thank all the witnesses who have come here today to help this Committee 
understand the President's vision for the OVA for the 1998 fiscal year, and it is my 
hope, Mr. Chairman, that the members of this Committee can continue to make the 
voices of our veterans heard in the budget process so that the budget allocation for 
veterans programs in FY98 truly reflects the needs of all of our nation's current and 
future veterans. 
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OPENING STATEMENT - Congressman Silvestre Reyes 

VETERANS AFFAIRS COMMITTEE 2112/97 

HEARING ON ADMINISTRA nON'S FISCAL YEAR 1998 
VETERAN AFFAIRS BUDGET 

2/13/97 

Thank you, Mr. Chairman. In convening this hearing regarding 

the President's fiscal year 1998 budget for the Department of 

Veteran Affair's, we must scrutinize all components of this budget. 

It is incumbent upon us to ascertain whether the needs and 

obligations to our nation's veterans are truly met. We must 

ensure that there are adequate resources for research, facilities, 

healthcare, training, employment, and benefits. I look forward to 

hearing from Secretary Brown, and all the other witnesses who 

have examined the President's budget. With their testimony, the 

questions regarding appropriate allocations for the various services 

and benefits of the Veteran's Administration must be answered. It 

is my position that we can not speculate on sources of funding. 

Similarly, our commitment to such things as research, especially in 

light of the continuing controversy regarding Gulf War Illnesses, 

can not be shortchanged. 

The mission of Veteran's Affairs requires a solid budgetary 

foundation. One that does not rest on assumptions, and provides 

fully for our country's commitment to Veterans. As we examine 

this budget, I am confident that we will meet this priority. 
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Statement of Representative Helen Cbenowetb 

Thank you Mr. Chainnan, and thank you Secretary Brown for being here with 

us today. I am very appreciative of the effort and dedication that has gone into the 

proposal before us . It represents an excellent starting point. However, I am 

concerned that this budget depends on asswnptions that are ambiguous, or at least 

overly optimistic, and which certainly require scrutiny. 

I understand the budgetary constraints involved -- and no one wants to 

balance the budget more than myself -- but think we can all agree that the budget 

must not be balanced on the backs of our veterans. I look forward to working with 

the Committee and the Administration to devise a budget that will provide veterans 

with the care and resources they were promised and which they certainly deserve. 
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STATEMENT OF THE HONORABLE JESSE BROWN 

SECRETARY FOR VETERANS AFFAIRS 

FOR PRESENTA nON BEFORE THE 
HOUSE COMMITTEE ON VETERANS' AFFAIRS 

FEBRUARY 13, 1997 

Mr. Chairman, members of the committee, I am pleased to present the 
President's 1998 budget proposal for the Department of Veterans Affairs (VA). 
We are requesting $41.1 billion in new budget authority and 210,625 PTE for 
veterans' programs. This budget will allow VA to continue providing quality 
care and services to our veterans and their families. 

The President's proposal is innovative and historic. It builds upon the 
significant progress we have already made in preparing VA to operate within 
current and future fiscal realities. Our request strikes the appropriate balance 
between upholding our commitment to veterans and supporting deficit 
reduction. It also includes new management and revenue tools to keep our 
system viable and promote overall savings to the Federal Government. The 1998 
budget for Medical Care is the first installment of a five year strategy to improve 
the delivery of healthcare to veterans. I wish to highlight several key elements of 
our budget request. 

A New Course for Veterans' Healthcare 

V A has reinvented its approach to healthcare delivery and implemented a 
new national network management structure. We are moving toward becoming 
a truly national system, with coordinated networks of patient-centered 
healthcare services. Beginning in FY 1997, we propose to allocate medical care 
funds on a capitation-based model called the Veterans Equitable Resource 
Allocation (VERA) system. This resource allocation system complies with the 
Congressional mandate contained in P.L. 104-204. The recently enacted 
Eligibility Reform Act (P.L. 104-262) offers V A a great new opportunity to 
provide improved healthcare services to current customers, attract new revenue­
generating customers, and provide value to taxpayers. 

V A will expand and improve healthcare delivery with a 2.8 percent 
increase in funding but without any increase in appropriated funds above the 
current 1997 enacted level for Medical Care. This "baseline" strategy is tied 
directly to our proposed legislation to retain all third party medical collections 
and user fees. The estimated $468 million in net collections will provide the 
funds necessary for us to cover the costs of inflation and continue to improve 
services. 

In future years, VA·s goal is also to collect Medicare reimbursements for 
higher income, non-service-connected veterans who choose V A healthcare. This 
assumes authorization of the Medicare subvention demonstration, successful 
pilot testing, and authorization to expand nationwide. To keep our system 
vibrant and in step with modern medicine, we will reach out with a high quality 
product and expanding our customer base. 

With these incentives come new challenges. Our budget request commits 
us to reduce the per patient cost for healthcare by 30 percent, increase the 
number of veterans served by 20 percent, and fund 10 percent of the V A 
healthcare budget from non-appropriated revenues by the year 2002. 
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Improving Benefits Delivery 

We continue to process compensation and pension claims in a more timely 
manner. The Veterans Benefits Administration (VBA) is on schedule to process 
original compensation claims in 1998 in 106 days, a reduction of 38 days from 
1996 actual and an improvement of 107 days from a high of 213 days in 1994. 
Progress also continues in reducing the total pending caseload as well. By 1998, 
the total pending caseload will be reduced by nearly 38 percent from its highest 
point of 570,000 in 1994 to 356,000 in 1998. 

In addition to the Compensation & Pension (C&P) medical exam pilot 
program funded from the C&P appropriation, our budget also proposes that 
exams be funded directly from VBA resources with a transfer of $68 million 
from the Veterans Health Administration (VHA) to VBA for this purpose. We 
propose that VBA reimburse VHA for the cost of medical exams conducted in 
conjunction with a veteran's claim for benefits. Establishing a cus tomer / 
provider relationship should improve the quality and timeliness of medical 
exams and, in turn, enhance the quality of VBA claims adjudication. Claims 
remanded to VBA for deficient medical exams should decline. This budget 
reflects the continuation of VBNs Business Process Reengineering (BPR) for the 
C&P claims p rocess which will significantly improve service to veterans. When 
completed in 2002, this reengineered process will allow most claims to be 
processed in less than 60 days and will reduce C&P costs by over 20 percent in 
the same time frame. 

Ensuring a Lasting Tribute for Veterans and Family Members 

We project that annual veteran deaths will increase 13 percent, from 
525,000 in 1996 to 592,000 in 2002. Based on the 1990 census, annual veteran 
deaths are expected to peak at 620,000 in 2008. As deaths increase, we anticipate 
a corresponding increase in the number of annual interments performed at our 
national cemeteries from 71 ,786 in 1996 to 92,300 in 2002. During the same time 
period, the total number of graves maintained will increase from 2.1 million to 
2.5 million. 

Our request for the National Cemetery System begins to position V A to 
meeffuture requirements. The budget includes funding and personnel to 
completely open a new National cemetery at Tahoma, W A, begin the activation 
process for three additional new national cemeteries, and address workload 
growth at existing cemeteries. Infrastructure needs will also be addressed. 

The budget includes a change in Administration policy for the National 
Cemetery System. The Federal Government will focus on providing additional 
incentives for states to participate in the veterans cemetery grant program in 
order to improve future access to veterans cemeteries. We propose to increase 
the maximum Federal share of the costs of construction from 50 percent to 100 
percent. In addition, the entire cost of initial equipment for cemetery operations 
could be funded from Federal resources. 

Administrative Services - Maintain High Quality at Reduced Costs 

Reinvention efforts continue under VA's Franchise Fund. In 1998, we 
anticipate gross billings of nearly $82 million compared to $55 million in 1997. In 
addition to the six Service Activities already in the fund, we have added the 
remaining portion of the Austin Finance Center's fiscal operation. 

Our budget also reflects the phased expansion of the Shared Service 
Center (sse). The sse is an integrated faCility in which V A employees and 
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managers can obtain fast, accurate responses to their payroll and human 
resources questions. In FY 1998, the sse will provide services to additional V A 
facilities and locations. The SSC will centralize payroll processing and personnel 
information in a cosl-<:ompetitive way and will reduce the Department's 
overhead. 

Performance Based Budgeting 

The Government Performance and Results Act 011993 (GPRA) is the 
primary vehicle through which we are developing more complete and refined 
strategic goals and performance information. This will allow us to better 
determine how well V A programs are meeting their intended objectives. We are 
continuing to move our focus away from program inputs and toward program 
results. Our strategic management process has been reinvigorated to bring about 
a stronger "One VA" focus that emphasizes our commitment to becoming a 
world-class service delivery organization. 

We have blended the performance plan required by GPRA into our 
budget submission so that program goals, objectives, and performance 
information are presented in an integrated fashion with our request for 
resources. This provides much better information on what we are trying to 
achieve, how we will measure our success, and what resources we believe are 
needed to accomplish our stated goals and objectives. 

Along with our enhanced planning efforts, we have strengthened our 
locus on accountability lor results. Our Accountability Report documents the 
Department's financial and programmatic performance and serves to meet the 
performance reporting requirements of GPRA. We continue to move closer to 
our ultimate objective of having a single set of performance measures that are 
used throughout the program planning, budget formulation, budget execution, 
and accountability processes. This emphasis on program results will pOSition us 
to make more informed budget and management decisions. 

I will now briefly summarize our 1998 budget request by program. 

Medical Programs 

MEDICAL CARE 

This year, funding of the veteran's health system is based upon lour 
elements: the appropriation, third party collections, sharing reimbursements and 
copayments, and a demonstration pilot for billing Medicare for higher income 
veterans. For 1998, VA's request provides an additional $468 million -- a 2.8 
percent increase -- over last year's enacted level. Essentially, the appropriation is 
straight-lined at the enacted level lor 1997 with a slight adjustment, a decrease of 
$68 million lor C&P examinations to be transferred to the VBA and an 
adjustment for Franchise Fund supported financial services (an increase 01 $14 
million). V A is proposing that all third party medical collections and user lees be 
merged with the Medical Care appropriation. This will provide additional 
resources estimated to be $591 million 01 which $123 million is required to cover 
the cost 01 collections and $468 million is available lor veterans' healthcare 
services. 

The Administration is also proposing legislation to authorize a 
demonstration pilot project lor Medicare subvention which will allow V A to bill 
Medicare for higher level income veterans (Category C) and retain these funds. 
Although we do not estimate Significant collections lrom this pilot in 1998, it is 
V A's goal to accomplish national implementation of Medicare billing before 
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2002. We estimate that by 2002 the combined collections from MCCR and 
Medicare could contribute $1.4 billion in revenue to support veterans' healthcare. 
Important to note, we believe V A can provide high quality care for Medicare 
eligible veterans cheaper than the·private sector so this will benefit the Trust 
Funds and VA. We believe this is a "win-win" situation. 

The net result of these proposals for 1998 is the total availability of new 
funding of $17.6 billion, which will support 187,317 FfE. We expect to provide 
care to 3.1 million unique patients, an increase of 135,000. The new funding 
level should support almost 891,000 inpatient admissions -- 560,000 acute care, 
18,000 rehabilitation, 168,000 psychiatric care, 87,000 nursing home care, 28,000 
subacute care, 30,000 residential care, and 33.2 million outpatient visits. 

This year's funding request includes a proposal that will make a months' 
worth of funding (8.3 percent) available for two years. This will increase 
network directors ability to plan procurement of medical services, supplies and 
equipment more rationally and effectively than if they were constrained by the 
end of the fiscal year. 

This budget makes an extraordinary commitment over the next five years 
to reduce per patient cost for healthcare by 30 percent, serve 20 percent more 
veterans, and increase the percent of the operating budget obtained from non­
appropriated sources to 10 percent of all medical care funding by 2002. 

V A's healthcare system is at a crossroads. VA is now implementing its 
most significant management restructuring since its inception. Creation of the 
Veterans Integrated Service Networks (VISNs) assures that scarce resources will 
be focused upon high priority patient healthcare. V A is also planning to move 
forward with the Veterans Equitable Resource Allocation System (VERA). This 
process guarantees that V A funding is distributed based on the eligible veteran 
population receiving care in a network rather than on historic funding patterns. 
With enactment of eligibility reform, Congress has given VA the tools to 
restructure the delivery of healthcare in a practical, logical and cost-effective 
manner reflecting the priorities of the Nation. Combined with VERA, eligibility 
reform will help V A serve all veterans better and more fairly. 

It is essential that V A receive Congressional support to allow us to expand 
our non-appropriated funding sources to support veteran's healthcare. This 
includes VA retaining third party insurance collections and copayments and, 
after successful pilot testing, V A billing Medicare for higher-income non-service­
connected veterans. Allowing VA to retain all third party collection and user 
fees will provide the incentive to improve collection performance. In addition, 
providing the medical care program with access to these alternative revenue 
sources will allow VA to meet the five-year funding levels envisioned in this 
budget while meeting the healthcare needs of our Nation's veterans. 

In this competitive health care environment, V A is becoming more 
customer-focused. We are measuring customer satisfaction and timeliness of 
services, while comparing community standards for quality measures to ensure 
that veterans receive high quality, compassionate care. 

Decentralization of network management will continue to promote 
innovations and generate more cost-effective care. V A will continue its shift 
from a hospital-centered specialty-driven healthcare delivery system to an 
integrated network delivery system that is grounded in ambulatory and primary 
ca re. V A now has a Primary Care program in place at each of its medical centers. 
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MEDICAL AND PROSTHETIC RESEARCH 

For Medical and Prosthetic Research, a total of $234 million and 2,953 FTE 
will support over 1,469 high priority research projects that will enhance the 
quality of health care to the veteran population and will maintain operations of 
research centers in the areas of Persian Gulf illnesses, diabetes, environmental 
hazards, and women's issues, as well as rehabilitation centers and Heath Services 
Resea rch and Development Service (HSR&D) field programs. In addition to the 
projects supported by VA appropriations, VA's staff will conduct over 5,200 
projects supported by outside funding sources, such as the National Institute for 
Hea lth (NIH) and private grants and studies. 

The following are areas of focus within research: Persian Gulf Syndrome, 
Prostate Cancer, Outcomes Research, Nursing, Diabetes, Occupational and 
Environmental Hazards, R&D Program Oversight, Reorganize Cooperative 
Studies Program, R&D Program Research Project Portfolio, Revitalize the Career 
Development Program, and DoD Collaborative Research into Human 
Reproductive System Consequences from Traumatic Military Experience. 

MEDICAL CARE COST RECOVERY 

A total of $123 million and 2,295 FTE are prOVided for the administrative 
costs of the Medical Care Cost Recovery program in order to improve collections 
from third parties, copayments, and other sources. With this proposal, any 
increase in performance will directly benefit veterans by providing additional 
resources for veterans heathcare. Collections in FY 1998 are estimated to increase 
by $58 million over the 1997 level to $591 million. Legislation is being proposed 
to merge this function with the Medical Care appropriation to allow V A to retain 
medical collections. 

The Administration has proposed permanently extending several 
Omnibus Budget Reconciliation Act (OBRA) provisions, most of which would 
expire in 1998 under current law. They are: extending authority to recover 
copayments for outpatient med ication and nursing home and hospital care; 
extending authority for certain income verification authority; and extending 
authority to recover third party insurance payments from service-connected 
veterans for nonservice-connected conditions. 

Benefits Programs 

V A benefits programs provide assistance to veterans in recognition of 
their service to their country and the impact of that service on their quality of 
life. We provide compensation payments to veterans who suffered disabling 
illnesses or injuries during military service and to survivors of those who died 
from service-connected causes, pension payments to needy disabled wartime 
veterans and the needy survivors of wartime veterans, education and training 
assistance to help veterans readjust to civilian life, vocational rehabilitation and 
counseling assistance to help disabled veterans obtain employment, credit 
assistance to enable veterans and active duty personnel to purchase and retain 
homes, and life insurance. V A seeks to use strategic planning and performance 
measurement to improve benefits and services for veterans and their families 
and ensure the best use of taxpayer investments. 

The Administration is requesting $19.7 billion to support 1998 
compensation payments to 2.3 million veterans and 307,000 survivors, and to 
support pension payments to 410,000 veterans and 304,000 survivors. This 
request reflects caseload and funds for benefits under P.L. 104-204 for the child of 
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a Vietnam veteran born with spina bifida. Additionally, vocational training is 
also available to these children. This training may consist of vocationally­
oriented services and assistance and may include a vocational education 
program at an institution of higher learning. Case]oad increases in compensation 
also reflect the anticipated increases in accessions for Persian Gulf veterans as 
well as increases anticipated due to the addition of prostate cancer to the 
presumptive list for herbicide exposure in Vietnam and the extension of the 
Vietnam era for veterans who served in the Republic of Vietnam. 

Legislation is being proposed to amend title 38 to prohibit service 
connection of disabilities or deaths based solely on their being attributable, in 
whole or in part, to veterans' use of tobacco products during service. This 
proposal would not preclude establishing service connection based on a finding 
that a disease or injury became manifest or was aggravated during active service, 
or became manifest to the requisite degree of disability during an applicable 
statutory presumptive period. There are no costs or savings associated with this 
proposal. 

We are also proposing in this budget a 2.7 percent cost-of-living 
adjustment (COLA), based on the projected change in the Consumer Price Index, 
to be paid to compensation beneficiaries, including spouses and children 
receiving Dependency and Indemnity (DIC). Proposed legislation is included 
which makes permanent a provision of current law that provides V A access to 
certain Internal Revenue Service data for determining eligibility for V A income 
based benefits. It also permanently limits the monthly pension benefit to $90 for 
certain Medicaid-eligible veterans and surviving spouses receiving nursing home 
care. Also proposed is the requirement that all future compensation COLAs be 
rounded down to the next lowest full dollar amount. 

This budget request also reflects a need for an additional $753 million for 
the FY 1997 Compensation programs to fund the COLA that took effect 
December 1, 1996, and to fund increases in case load and average benefit 
payments. Several factors account for the increase in projected average 
payments, including awards of original backlogged claims, which generated 
significant retroactive benefit payments, increases in the number of service­
connected disabilities claimed and granted to veterans, and changes in program 
eligibility, such as additions to the list of conditions associated with exposure to 
herbicides. 

An appropriation of $1.37 billion is requested for the Readjustment 
Benefits program to provide education opportunities to veterans and eligible 
dependents and for various special assistance programs for disabled veterans. 
Education benefits will be provided for about 516,000 trainees in 1998 including 
345,300 training under the Montgomery GI Bill. This request includes funds for 
the annual Consumer Price Index adjustment, estimated to be 2.9 percent 
effective October 1, 1997, for education programs. 

This budget proposes legislation which will combine the separate 
Guaranty and Indemnity Fund, Loan Guaranty Fund and Direct Loan Fund into 
one new fund, effective October 1, 1997. Beginning in FY 1998 all income 
generated by the V A housing loan programs, except the Native American Pilot 
Program, would be deposited into the new fund along with appropriated 
monies. Under the credit reform legislation, 13 distinct accounts were necessary 
for the old structure. The consolidation would merge the remaining eleven 
accounts into four accounts under a new fund entitled the Veterans Housing 
Benefit Program Fund (VHBPF). No program or cost changes would result. 

6 
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We are also proposing legislation to repeal certain restrictions on the 
collection of debts owed to the Government resulting from the foreclosure of VA 
housing loans. The budget also proposes to permanently extend VA's authority 
to (1) increase most housing loan fees by 0.75 percent and (2) charge a 3 percent 
fee for certain multi-use home loans. In addition, this budget proposes to 
permanently extend the resale loss provision in the formula that determines 
whether V A should acquire a foreclosed property or pay the default claim. Also 
included are proposals that would permanently extend the loan asset sale 
enhancement authority, so that VA can continue selling loans at a greater return, 
and increase the vendee funding fee to match the FHA fee structure on loans. 
V A's vendee loan program offers financing of V A real estate obtained as a result 
of property foreclosures and is available to both veteran and non-veteran 
purchasers. 

GENERAL OPERATING EXPENSES 

A total of $846.4 million is requested for the General Operating Expenses 
(GOE) appropriation in 1998. This funding level, combined with $16l.5 million 
of administrative costs associated with V A's credit programs (funded in the loan 
program accounts under credit reform provisions), $11.3 million in 
reimbursements from the Compensation and Pensions account for costs 
associated with the implementation of the Omnibus Budget Reconciliation Act of 
1990 as amended, and $35.8 million from insurance funds' excess revenues, 
·together with other reimbursable authority, will provide $1.159 billion to support 
operations funded in the GOE account. 

Veterans Benefits Administration 

The 1998 budget request for the Veterans Benefits Administration (VBA) is 
$661 million which will support an average employment level of 11,400, which is 
543 FTE below the 1997 level. This request, combined with ·$157 million 
associated with credit reform funding, will result in an increase of $55.6 million 
in discretionary appropriated funding over the 1997 level. Included in these 
totals are $68 million transferred from the Medical Care account for the cost of 
medical examinations conducted with respect to veterans' claims for 
compensation or pension. 

This budget reflects the continuation of VBNs Business Process 
Reengineering (BPR) for the C&P claims process which will significantly 
improve service to veterans. The BPR effort has examined C&P core business 
processes and addressed the entire claims processing environment. The present 
lengthy process will be reengineered to reduce internal handling and emphaSize 
VBA interaction with veterans and their representatives. When completed in 
2002, this reengineered process will allow most claims to be processed in less 
than 60 days and will reduce C&P original claim costs by over 20 percent in the 
same time frame. 

This also reflects several on-going and new information technology 
initiatives that will support the needs of a reengineered environment. A major 
component of the VETSNET initiative is scheduled for completion in 1998. 
VETSNET will proVide a user friendly interface and a standard payment and 
accounting system for the C&P benefits programs. Also included are funds for 
the Claims Processing System (CPS). CPS is an integrated, rules based data 
collection and case management instrument designed to assist field staff in the 
development of disability claims and tracking the current status of pending 
claims. This system will ensure greater accuracy and consistency during the 
development process. 
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This budget also includes funds to continue the development and 
installation of the Education Electronic Data Interchange (EDI) IElectronic Funds 
Transfer (EFT) project. We will use the EDI, an expert system, to automatically 
process education enrollment certifications where possible and the EFT to deliver 
the benefit to the claimant's financial institution. When fully implemented, it is 
expected that the EDI will automatically process up to 40 percent of all education 
claims, resulting in a 45 percent improvement in processing time. 

General Administration 

A total of $185.6 million is requested for the Office of the Secretary, five 
Assistant Secretaries and three VA-level staff offices. This request, cLmbined 
with $4.7 million associated with credit reform funding, will result in a total 
resource level of $190.3 million. 

The FY 1998 budget includes a request to add the fiscal operations of the 
Austin Finance Center to VA's Franchise Fund. The revolving fund will continue 
to be used to supply common administrative services on a reimbursable basis. 
All service activities under this revolving fund for 1998 will have annual billings 
of nearly $82 million and 659 employees, who were transferred from their parent 
organizations. 

The FY 1998 budget reflects the phased expansion of the Shared Service 
Center (sse) to encompass additional V A employees and sites. The sse will 
centralize payroll processing and personnel information. For FY 1998, the sse is 
requesting $23 million in reimbursement authority from other V A organizations. 
Average employment requested for the sse is 252 FTE. 

Board of Veterans' Appeals 

The Board of Veterans' Appeals will continue working to improve appellate 
decision-making timeliness in 1998. Response time for the Board will decrease 
from 549 days in 1997 to 538 days in 1998. The 1998 request is $37.6 million for the 
Board in the General Administration total. 

NATIONAL CEMETERY SYSTEM 

The National Cemetery System proposes a budget of $84 million which 
will support 1,375 FTE. This represents an increase of $7.3 million and 52 FTE 
over the 1997 level. The funding increase over last year's level is for the first 
full year of operations at the new Tahoma National Cemetery in the Seattle, 
Washington area; for the partial activation of three new national cemeteries near 
Chicago, IL; Dallas, TX; and Albany, NY; for the increasing workload and 
infrastructure needs at existing cemeteries; for equipment replacement; and for 
inflation. 

OFFICE OF INSPECTOR GENERAL 

The FY 1998 request of $31 million for the Inspector General will allow for 
continued audits of financial statements and a continuing focus on high pay-off 
areas that are most vulnerable to fraud, waste, and inefficiency. 

CONSTRUCTION, MAJOR PROJECTS 

A total of $79.5 million is requested for the Major Construction program. 
The Major Construction request would fund the final phase of a project to correct 
seismic deficiencies at the Memphis, TN VA Medical Center and expand VA's 
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National Cemetery System. A new cemetery will be constructed near Cleveland, 
OH, and funds are requested to expand national cemeteries in Arizona and at 
Fort Sam Houston, TX. Additional funds are requested to remove asbestos from 
V A-owned buildings and to support advanced planning and design activities. 

CONSTRUCTION, MINOR PROJECTS 

A total of $166.3 million is requested for the FY 1998 Minor Construction 
program. The request includes $140.5 million for Veterans Health 
Adm inistration projects. Of this amount, $42.4 million is targeted fo r the 
outpatient care and support category. This will enable V A to continue its 
commitment to provide primary and preventive care. Additionally, $53.2 
million will be earmarked for the inpatient care and support category. This 
category includes projects that improve the patient environment, such as 
p roviding private and semi-private bedrooms. A total of $16 million is also 
included for the National Cemetery System. Funds in the amount of $6.3 million 
are requested for the Veterans Benefits Administration. Staff Office and 
Emergency projects are provided $3.5 million . 

Legislation is being proposed to increase the appropriation limit on minor 
construction projects from $3 million to $5 million. 

GRANTS FOR THE CONSTRUCTION OF STATE EXTENDED CARE 
FACILITIES 

The FY 1998 request of $41 million for the Grants for the Construction of 
State Extended Care Facil ities will p rovide funding to assist the Sta tes to 
establish new, or renovate existing, nursing homes and domiciliaries. 

GRANTS FOR THE CONSTRUCTION OF STATE VETERANS CEMETERIES 

The FY 1998 request of $10 million for the Grants for the Construction of 
State Veterans Cemeteries will provide funding to assist the States to establish, 
expand or imp rove State Veterans Cemeteries. 

We propose legislation to increase the maximum Federal share of the costs 
of construction from 50 to 100 percent. This legislation would also permit 
Federal funding for up to 100 percent of the cost of initial equipment for 
cemetery operations. The State would remain responsible for paying all costs 
related to the operation of the state cemeteries, including the costs for subsequent 
equipment purchases. 

Mr. Chairman, the challenges before us are great but they do not exceed 
our dedication and commitment to ensuring the best pOSSible care and service to 
our Nation's veterans. We owe our veterans the best we can provide. I look 
forward to working with you and the members of this Committee to meet these 
challenges. This completes my prepared statement. I w ill be pleased to answer 
any questions the Committee might have. 
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FOR RELEASE ON DEUVERY 
Expected at 10:00 A.M. EST 
February 13, 1997 

STATEMENT OF 
HONORABLE FRANK Q. NEBEKER 

CHIEF JUDGE, U.S. COURT OF VETERANS APPEALS 
FOR PRESENTATION BEFORE THE 

COMMITTEE ON vETERANS' AFFAIRS 
U.S. HOUSE OF REPRESENTATIVES 

FEBRUARY 13, 1997 

MISTER CHAIRMAN AND DISTINGUISHED MEMBERS OF THE COMMITTEE: 

On behalf of the Court, I appreciate the opportunity to present for your consideration 

the fiscal year (FY) 1998 budget of $9,379,804 for the United States Court of Veterans 

Appeals. 

The Court's total FY 1998 budget request contains the same dollar amount for 

personnel and operations as in the Court's FY 1997 appropriation. It also includes 

$850,804 requested by the Pro Bono Representation Program (Program), which is 121.5% 

of the $700,000 appropriated for FY 1997. The Program has provided its own supporting 

statement for its budget request. 

Last year I urged that the Pro Bono Representation Program be authorized and 

funded outside the Court's appropriation. I outlined the reasons for the Court's concerns 

with the continued inclusion of the Program's funding in the Court's appropriation. The 

Court continues to be of the view that such a funding method impermissibly links the Court 

to one class of litigants, and thereby exposes the Court to an appearance of partiality and 

a consequent erosion in the public's trust and confidence in the judicial review of veterans' 

claims. I ask again that the funding for the Program be separated from the Court's 

appropriation, not only in the budget deliberations in Congress, but in the actual budget 

enactment. 
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Notwithstanding these reservations, and consistent with Congress' direction, the Court 

is forwarding the Program's FY 1998 request for $850,804 as an appendix to the Court's 

submission and, consistent with that direction, is including that amount in the Court's total 

FY 1998 budget request. The ugal Services Corporation administers the grants for the 

Program and, according to its evaluations, the Program is working the way it should. The 

Program has provided its own supporting statement for its budget request, which, as noted, 

represents a 21.5% increase over the 5700,000 appropriated for FY 1997. 

The Court has kept a flat budget by continuing a number of cost-saving measures, 

including a 25% reduction in the budget allotted for travel, with no funding requested for 

Court hearings outside Washington. Also, as I stated in my testimony last year, the Court 

now is holding its judicial conference every other year, rather than annually. This event 

focuses on continuing education for the Court's practitioners and is held locally. Of even 

more significance, the Court is requesting funding for only 79 full-time equivalent (FTE) 

positions in FY 1998 which is a voluntary reduction of 2 FTE positions from the FY 1997 

authorized FTE level, and matches the FY 1998 FTE target level recommended by the 

Office of Management and Budget in its implementation of the National Performance 

Review. The requested 79 FTE positions are required to maintain high-quality service to 

litigants seeking judicial review, panicularly those who come to the Court unrepresented. 

As the Court's budget statement illustrates, in a chart the Clerk has compiled, after 

a drop in number of appeals in FY 1994, the numbers have continued to climb in FY 1995 

and FY 1996, and the upward trend seems to be continuing. The number of denials by the 

Board of Veterans' Appeals, from whose decisions the Court's appeals derive, increased 

from 6400 appeals in FY 1995 to 10,455 appeals in FY 1996. Furthermore, as noted in the 

Court's budget submission, the statistics kept by the Board of Veterans' Appeals (Board) on 

"denials" do not include Board decisions that deny some, but not all, of tbe benefits sought. 

The denials in such cases are also appealable to the Court. Thus, the number of pending 

cases may continue to increase at an even greater rate than is predictable as a set 
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percentage of the number of full Board "denials." The percentage of umepresented appeals 

has fallen from 80% in FY 1995 to 72% in FY 1996. However, this rate remains much 

higher than the 46% umepresented civil appeal rate in U.S. courts of appeals. While the 

Court has, voluntarily, kept pace with the recommendations of the National Performance 

Review, which propose an 11.5% FTE reduction over six years, funher reductions in staff 

may need to be re-evaluated based on the likelihood of an increased caseload and a 

percentage of pro se appellants that continues to be relatively high. 

It is my understanding that the Independent Budget Veterans Service Organizations 

(IBVSOs) have reached similar conclusions as to increasing case load in the chapter on the 

U.S. Court of Veterans Appeals iri their Independent Budget for Fiscal Year 1998. The 

IBVSOs document a presently rising case load and oppose downsizing of the Court for that 

reason. 

On another matter, I am appending to this testimony a copy of my letter to Chairman 

Stump emphasizing the imponance of passing Title II of the legislative proposal submitted 

last year to make the Coun's retirement/survivor program comparable to the systems of 

other Article I Courts. As I point out in my letter, the legislative proposal was initially 

submitted in response to Congressional inquiries regarding the Court's case load relative to 

the requisite number of judges on the Court and regarding the comparability of the Court's 

judicial retirement/survivor program. Following last year's transmittal, there was an 

increase in the number of notices of appeaJ filed with the Court, and a consequent increase 

in the number of pending cases. Some veterans service organizations have either opposed 

enactment of Title lor, more cautiously, favored a "wait and see" approach to it. I am 

aware of no negative comments with regard to the largely administrative provisions of 

Title II. 

I ask for your active support in obtaining enactment of Title II to make the Court's 

retirement/survivor program more comparable with other Article I Court programs. 

Because of Judge Hart Mankin's death in May 1996, his widow, Ruth Mankin, is now a 

3 
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survivor under the Court's survivor annuity program. Survivors under the Court's annuity 

program are at a considerable disadvantage, over time, in comparison to the survivors of 

other deceased Article I judges covered by the Survivors' Annuity Systems enacted to 

provide such benefits to them. I ask that you take expeditious action to enact Title n, which 

is estimated to be without actuarially significant cost impact and without any appropriations 

impact. 

In conclusion, I appreciate this opportunity to present the Court's budget request for 

fiscal year 1998. On behalf of the judges and staff, I thank you for your past support and 

request your continued assistance and favorable report to the Appropriations Committee 

on our budget request. I, or those with me, will be pleased to answer any questions you may 

have. 
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Honorable Bob S tump 
Chairman 

February 4, 1997 

Committee on Veterans' Aff-airs 
335 Cannon House Offi ce Building 
U.S. House o f Representatives 
Washington , DC 20515 

Dear Mr. Chairman: 

625 JabialUll .Aumuc. N .•.• hilc gOO 
"'4_ •. I.O!. znnn. 

202·501·5862 

On June 10, 1 996, I transmitted t o the Chairmen and Ranking 
Minority Members of the Senate and House Committees on Veterans' 
AffairE a proposal to downsize the number of the Court's 
associate judges (Title I of the proposal) and to make the 
Court's retirement/sur vivor program comparable to the syste ms of 
other Article I Courts (Title II of the proposal). The proposal, 
a duplicate of which I again transmit with this le tter , wa s 
submi tted in response to Congressional inquiries r egarding the 
Court's caseload relative to the requisite mlTnber o f judges on 
the Court and regarding the comparability of the Court's judicial 
retirement/survivor program. The LO~th Congress took no action 
on either Title I or Title iI. -

With r espect to Title I, I indi cated in my transmittal 
letter that case fi lings during the FY 1990- 92 period had 
averaged 194 2 per yea r but had dropped in the FY 199 3 -95 period 
to an a nnual average of 1224. At the time of my transmittal, 
case filings for the fi rst 6 months of FY 96 were es timated to be 
595 whi c h suggested that FY 96 fil i ngs wou ld be less than average 
annual filings for FY 93 -95. During t he last 6 months of FY 96, 
filings rose so that total FY 96 fili ngs reached 1620. For the 
first quarter of FY 199 7 the Court r eceived 457 filings. I 
further indicated in my transmitta! lette~ that cases pending at 
the end of each year of the FY 1990 - 92 period had ave raged 1865 
but had dropped to an average vf 12.81 at the end of each ye a r of 
the FY 1993-95 period. At t he time o f my transmittal, it is 
estimated that 1438 cases ,..,ere pending . At the end of the f i rst 
quarter of FY 1997, n 07 cases were pending. It should be 
further noted t hat the Board of Vetel"an3 Appea ls, from wh ich the 
Court' s appeal s derive , deni e d 6400 appeals in FY 1995 and 10,455 
appeals in FY 1996. 

Several ve tera ns servi ce organizations either opposed 
enactment of Title l o r, more cautiously, favored "a wait and 
see" approach to it. Enactment. of Title I would r esult in 
estimated net a nnual s~vings of $G6 0,90 0. 
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With respect to Title II, my June 10, 1996, transmittal 
letter stated: 

In the matter of the retirement/survivor program, 
I have received several letters from past chairmen of 
the Senate Veteran's Affairs Committee regarding the 
comparability of the Court's program with those 
established for other federal courts and have twice 
responded to the invitation to provide comments on a 
Congressional Research Service Report (Dennis W. Snook 
& Jennifer A. Neisner, CONGRESSIONAL RESEARCH SERVICE 
REPORT FOR CONGRESS, INCOME PROTECTION FOR JUDGES OF 
SELECTED FEDERAL COURTS, dated December 29, 1993) (CRS 
REPORT), that was prepared on that subject. The Court 
was asked to continue to review the matter and to 
advise the Committee of its findings. Enclosed also is 
a copy of the CRS REPORT, annotated so that it may be 
used in conjunction with a memorandum dated November 
14, 1994 (Memorandum), also enclosed, prepared by the 
Court's Committee on Legislative Matters, which 
addresses certain minor deficiencies in the CRS REPORT. 
The Court's review has revealed that each judicial 
retirement/survivor program has unique features and 
also that the retirement programs of other Article I 
federal courts have generally been enhanced over the 
last 7 years, whereas this Court's program has 
generally remained static since its creation in 1989. 
The Court believes that certain aspects of this 
resulting disparity should be addressed in corrective 
legislation to ma ke the Court's program more comparable 
with other Article I federal court retirement programs. 
Accordingly, the Proposal also provides for systemic 
reforms in the Court's retirement/survivor system that 
are designed to put the Court on a more equal footing 
with the systems provided for other Article I courts. 

I ask for your active support as Chairman in obtaining 
enactment of Title II to make the Court's retirement/survivor 
program more comparable with other Article I court programs. 
Because of the death of Judge Hart Mankin, on May 28, 1996, his 
widow, Ruth Mankin, is now a survivor under the Court's survivor 
annuity program. Over time, she will be at considerable 
disadvantage in comparison to widows of deceased Article I judges 
covered by the Joint Survivors' Annuity System. In this regard, 
I am hopeful that you will respond with expeditious action to 
e nact Section 204 of Title II which is estimated to be without 
actuarially significant cost impact and without any 
appropriations impact. Enactment of all sections of Title II 
other than Section 204 is estimated to be without cost or 
appropriations impact. 

2 
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I would also ask that you consider enacting legislation that 
would change the Court's name to the United States Court of 
Appeals for Veterans Claims. Many veterans and attorneys believe 
that the Court is an administrative tribunal of the Department of 
Veterans Affairs rather than an independent judicial entity. The 
present name of the Court appears to add to that belief 
especially in view of the fact that the name, "United States 
Court of Veterans Appeals", is often reduced to the acronym 
"CVA", which is not readily distinguishable from 11 BVA, " the 
acronym for the Board of Veterans Appeals which is an 
administrative tribunal of the Department, or "DVA," the common 
acronym for the Department. It is important that the Court be 
perceived as both judicial and independent. Adoption of the name 
"United States Court of Appeals for Veterans Claims" should 
promote that perception. Such a change would also be consistent 
with action in recent years with respect to the names of other 
Article I Courts. The United States Court of Claims became the 
United States Court of Federal Claims in 1992. The United States 
Court of Military Appeals became the United States Court of 
Appeals for the Armed Forces in 1994. 

Finally, I bring to your attention one additional matter. 
The Court was created in 1988 without any antecedent structure 
and with no judges in place (Veterans' Judicial Review Act, 
Pub. L. No. 100-687, Div. A., 102 Stat. 4105 (Nov. 18, 1988)). 
All 6 of the Court's original associate judges assumed office 
within a period of approximately 1 year of each other. Assuming 
that Title I of the proposal is not enacted, the IS-year terms of 
the Court's remaining 5 original associate ,judges will expire 
within a period of approximately 1 'year-of each other, As a 
consequence, and again assuming no downsizing, I recommend that 
consideration be given to attempting to eliminate the undesirable 
dislocating effect of such a rapid turnover by permitting early 
retirement of remaining original associate judges who meet 
certain age and service requirements which, in turn, could space 
the sequencing of retirements so as to assure continuity of 
experience in the Court's judicial component. Implementation may 
be achievable, pursuant to 38 U.S.C. § 7298(2) (A), within 
existing appropriations. It should be noted that several 
Article I Courts have early retirement programs applicable to all 
their judges. 

Thank you for your consideration. I am sending the same 
letter and enclosures to Chairman Specter, and Ranking Minority 
Members Rockefeller and Evans. 

Enclosures 

Sincerely, 

~~ 
Frank Q, Nebeker 
Chief Judge 
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UNITED STATES COURT OF VETERANS APPEALS 

INTRODUCTION 

The United States Court of Veterans Appeals is a court of 
record established under Article I of the Constitution by The 
Veterans' Judicial Review Act, Pub. L. No.100 -687, (1988) . The 
Act, as amended, is codified in part at 38 U.S.C. §§ 7251 - 7298. 
The Court is one of f our created pursuant to Article I in the 
federal judicial system. It is composed of a chief judge and six 
associate judges. The judges are appointed by the President, by 
and with the advice and consent o f the Senate, for 15-year terms. 
Their conduct is governed by the Code of Conduct for United States 
Judges. Certain decisions by the Court are rev iewable by the 
United States Court of Appeals for the Federal Circuit and, if 
certiorari is granted, by the Supreme Court. 

The Court is empowered to review decisions of the Board of 
Veterans' Appeals (BVA) and may affirm, vacate, reverse, or remand 
such decisions as appropriate. Review by the Court is similar to 
that which is performed in Article III courts under the 
Administrative Procedure Act, 5 U.S.C. §§ 551 et seq. In actions 
before it, the Court has the authority to decide all relevant 
questions of law; to interpret constitutional, s tatutory, and 
regulatory provisions; and to determine the meaning or 
applicability of the terms of an action by the Secretary of 
Veterans Affairs. The Court, having been created by an act of 
Congres s may, under 28 U. S.C. § 1651, issue all writs necessary or 
appropriate in aid of its jurisdiction. 

The Court can compe l actions of the Secretary that were 
unlawfully withheld or unreasonably delayed; and can set aside 
decisions, findings, conc lusions, rules, and regulations issued or 

. adopted by the Secretary, the BVA, or the BVA Cha irman that are 
arbitrary or capricious, an abuse of discretion, or otherwise not 
in accordance with the law, contrary to constitutional right, in 
excess of statutory jurisdiction or authority, or without 
observance of the procedures required by law. The Court can hold 
unlawful or set aside findings of material facts if the findings 
are clearly erroneous. 

The Court is located in Washington, D.C.; however, it is a 
national court empowered to sit anywhere in the Unite d States. 

2 



136 

UNITED STATES COURT OF VETERANS APPEALS 

APPROPRIATION LANGUAGE 
GENERAL AND SPECIAL FUND 

SALARIES AND EXPENSES 

For necessary expenses for the operation of the United States Court 
of Veterans Appeals as authorized by 38 U.S.C. §§ 725l- [7292]7298, 
[$9,229,000] $9,379,804, of which [$700,000] $850,804 [, to remain 
available until September 30, 1998,] shall be available for the 
purpose of providing financial assistance as described, and in 
accordance with the process and reporting procedures set forth, 
under this heading in Public Law l02-229. (Department of Veterans 
Affairs and Housing and Urban Development, and Independent Agencies 
Appropriations Act, 1997.) 
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UNITED STATES COURT OF VETERANS APPEALS 

PROGRAM JUSTIFICATION 

Court Case10ad Trends and Variations: 

The Court began operations on October 16, 198 9. The number of 
new cases filed in the Court fluctuated substantia lly during the 
first few years, and leveled off at slightly more t han 1200 per 
year by FY 1995. However, in FY 1996 there were 1620 new case 
filings, an increase of 27%, and an upward trend appears to be 
continuing. 

Appeals to the Court come from the pool of cases in which the 
BVA has denied some benefits sought by claimants. The BVA does not 
report the number of its cases in which it denied some, but not 
all, benefits. It does report those cases in which it denied all 
benefits sought; that number decreased dramatically over several 
years until FY 1995, when a small increase was reported . However, 
in FY 1996, the number of BVA total denials increased by 63%. This 
chart shows the relationship between BVA total denials and appeals 
to the Court: 

FY 90 FY 91 FY 92 FY 93 FY 94 FY 95 FY 96 

BVA TOTAL 28884 25082 10946 9734 6194 640 7 10444 
DENIALS 

APPEALS TO 1261 2223 1742 1265 1142 1279 1620 
USCVA 

APPEALS AS % 4 . 4% 8.9% 15.9% 13 .0% 18 .4% 20.0% 15.5% 
OF DENIALS 

Unrepresented Appeals: 

Unrepresented appea ls continue to pose a challenge for the 
Court. The percentage of appeals filed by unrepresented appellants 
rose from 61% in FY 1990 to 80% in FY 1995, then fell to 72% in FY 
1996. This rate remains much higher than the 46% unrepresented 
civil appeal rate in U.S. courts of appeals. That is not 
surprising, because nearly half of the claimants who were denied 
all benefits by the BVA were unrepresented there or were 
represented by organizations which have chosen not to represent 
anyone before the Court. Moreover, by law, attorney fees may not 
be charged for representation provided before the Board of 
Veterans' Appeals first makes a final decision in a case. 

To address the problem, the Court requested author ity to keep 
$950,000 from its FY 1992 appropriation available through FY 1993 
to implement a pilot Pro Bono Representation Program (Program) . 
Congress approved the Court's request in Public Law No . 102-229 

4 
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(1992) . Under this law, the Legal Services Corporation (LSC) 
administered a Court-funded pilot grant program to provide pro bono 
representation and legal assistance to veterans and their survivors 
who had filed appeals in the Court and who were unable to afford 
representation. 

The Program continues to receive funding through the Court's 
annual appropriation: $790,000 in FY 1994 (Pub. L. No. 103-124), 
$790,000 in FY 1995 (Pub. L No. 103-327), and $405,000 (plus 
$228,000 carried over unspent from prior years) in FY 1996 (Pub. L. 
No. 104-134). In prior years, Congress gave the Court limited 
discretion over the Program's funding level. In FY 1997, however, 
Congress directed the Court to provide, from its annual 
appropriation, $700,000 to the Program (Pub. L. No. 104-204). 
During FY 1997 budget hearings, the Court argued unsuccessfully 
against inclusion of the Program's funding in the Court's 
appropriation. The Court's judges continue to believe that this 
funding method links the Court to one class of litigants and 
exposes it to charges of lacking impartiality, thereby ·degrading 
the public's trust and confidence in judicial review of veterans' 
claims. However', consistent with Congress I direction, the Court 
provides the Program's FY 1998 request for $850,804 as an appendix 
to this submission, without comment as to its substance. 

Staffing Requirements: 

The Court requests funding for 79 full-time equivalent (FTE) 
positions. This is a reduction of 2 FTE positions from the FY 1997 
authorized level and matches the FY 1998 target recommended by the 
Office of Management and Budget (OMB) in its implementation of the 
National Performance Review. 

The requested FTE positions are required to maintain high­
quality services to litigants--especially those who are 
unrepresented- -seeking judicial review. The Court continues to 
reevaluate its personnel requirements and processes. 

Practice Registration Fund: 

This fund is established under 38 U.S.C. § 7285. It is 
generated from registration fees paid by new practitioners and 
receives no appropriations. It is used to employ independent 
counsel for disciplinary matters involving practitioners and to 
defray costs of implementing standards of practice. 

5 
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FISCAL YEAR 1996 ACTIVITY 

The Court's FY 1996 program accomplished the following: 

Maintained arrangements with the United States Marshals 
Service (USMS) for court security, but reduced the number of 
security personnel by one staff year to effect dollar savings. 

Maintained arrangements with the Department of Agriculture's 
National Finance Center (NFC) for payroll/personnel, administrative 
payments, funds control, and financial support to accounting and 
reporting functions. 

Continued the pilot Pro Bono Representation Program under a 
revised Memorandum of Understanding with the LSC. 

FISCAL YEAR 1997 PROGRAM 

The Court's FY 1997 program includes the following: 

Continuation of contractual arrangements with the USMS for 
security services and the NFC for the processing of pay, personnel 
records, and financial documents. 

Continuation of the pilot Pro Bono Representation Program 
under revised procedures for the transfer of all funding, both 
grant and administrative, to the Legal Services Corporation. This 
separates the Court, to the greatest extent possible under current 
legislation, from direct involvement in the Program. 

FISCAL YEAR 1998 BUDGET REQUEST 

The Court's FY 1998 budget request reflects the following: 

A funding level for Court operations equal to that of FY 1997 
funding. 

A 2-FTE reduction from the FY 1997 approved personnel level, 
for a cumulative 8-FTE (or 9%) reduction from the FY 1993 level. 

A decreased contribution to the Judges Retirement Fund (Fund) 
because the death of one associate judge within the last year has 
changed the Fund composition and the actuarial factors on which the 
Court's contribution is based. 

A 21.5% increase in funding for the pro bono representation 
program, as explained by the program grantee in the attached 
request. 

6 
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SUMMARY OF FISCAL YEAR 1998 BUDGET REQUEST 
($ in Thousands) 

A summary of the FY 1998 funding requirements for conducting 
the Court's activities follows: 

1997 1998 Change 
Budget Estimate 

FTE Positions ............ 81 79 -2 

Personnel Compensation 
and Benefits ........ $5,820 $5,965 +$145 

Other than Personal 
Services . . . . . . . . . . . $3,409 $3,264 -$145 

Grants ................... $ 700 $ 851 +$151 

Budget Authority/ 
Appropriation ....... $9,229 $9,380 +$151 

FISCAL YEAR 1998 PROGRAM FUNDING CHANGES 

The FY 1998 budget request of $9,379,804 reflects no increase 
over the funding for Court operations appropriated for FY 1997, but 
does include $850,804--a 21.5% increase over the FY 1997 
appropriation--for the Pro Bono Representation Program. 

Personnel Compensation and Benefits: 

Pay raises and locality pay using as a base an FY 1997 pay 
figure reflecting a general schedule pay raise of 2.3 percent for 
nonjudicial personnel and the total locality-pay adjustment due 
Washington area government employees. 

+$145,000 

Other Objects: 

Increases in contract security personnel pay and in the cost 
of administrative and financial services are more than offset by 
savings in other administrative areas. 

-$145,000 

The increase is explained in the grantee's request which is in 
the appendix. 

+$150,804 

Total Changes: +$150,804 

7 
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DETAILS OF FISCAL YEAR 1998 FUNDING CHANGES 

The following provides details for the funding changes from FY 1997 
funding levels: 

PERSONNEL COMPENSATION AND BENEFITS .•.................... +$145,000 

Staffing level decreases two FTE to 79 for FY 1998. In 
conformance with OMB economic assumptions, the request includes 
funding for a pay adjustment only for nonjudicial staff, with no 
differentiation between general pay raise and locality pay, and 
includes necessary funding for benefits. 

OTHER OBJECTS •••.•..... ; .................................. -$145,000 

TRAVEL: (-10,OOO) 
Funding is reduced by 25 percent. No funding is provided for 

Court hearings outside of Washington, D.C. 

TRANSPORTATION OF THINGS: (-2,000) 
Funding is reduced to reflect historical costs. 

RENTAL PAYMENTS TO GSA: (- 0 -) 
Funding for rent reflects GSA guidance. 

COMMUNICATIONS, UTILITIES AND MISCELLANEOUS CHARGES: (- 0 -) 

PRINTING AND REPRODUCTION: (- 0 -) 

OTHER SERVICES: (-123,OOO) 
Small increases in contract security personnel pay and in NFC 

accounting and administrative costs are more than offset by other 
efficiencies. Careful review of service and maintenance contracts 
also reduced costs in those areas. 

SUPPLIES AND MATERIALS: (-10,OOO) 

EQUIPMENT: (- 0 -) 

GRANTS ......•............................................ +$150,804 
The increase is explained in the grantee's request which is in 

the appendix. 

8 
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UNITED STATES COURT OF VETERANS APPEALS 

Program and Financing (in thousands of dollars) 

OBLIGATIONS BY PROGRAM ACTIVITY 
10.00 Total obligations ........ . 

1996 
actual 

8,716 

BUDGETARY RESOURCES AVAILABLE FOR OBLIGATION 
21.40 Unobligated balance available, 

22.00 
22.30 
23.90 

23.95 
24.40 

start of year ............ . 
New budget authority (gross) 
Unobligated balance expiring 
Total budgetary resources 
available for obligation 
New obligations 
Unobligated balance available, 
end of year .............. . 

NEW BUDGET AUTHORITY (GROSS) DETAIL 
40.00 Appropriation . ............ . 
40.35 Appropriation rescinded ... . 
43.00 Appropriation (total) 

CHANGE 
72.40 

73.10 
73.20 
74.40 

OUTLAYS 
86.90 

86.93 

87.00 

IN UNPAID OBLIGATIONS: 
Obligated balance, start of 
year ...................... . 
New obligations ........... . 
Total outlays (gross) ..... . 
Obligated balance, 
end of year .............. . 

(GROSS), DETAIL 
Outlays from new current 
authority ................. . 
Outlays from current 
balances .................. . 
Total outlays ............. . 

NET BUDGET AUTHORITY AND OUTLAYS 
89.00 Budget authority .......... . 
90.00 Outlays ................... . 

9 

147 
8,993 

-424 

-8,716 

9,000 
-7 

8,993 

804 
8,716 

-8,632 

888 

7,906 

726 
8,632 

9,000 
8,632 

1997 1998 
budget estimate 

9,229 9,380 

9,229 9,380 

-9,229 -9,380 

9,229 

9,229 

888 
9,229 

-9,212 

905 

8,768 

444 
9,212 

9,229 
9,212 

9,380 

9,380 

908 
9,380 

-9,386 

911 

8,911 

475 
9,386 

9,380 
9,386 
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UNITED STATES COURT OF VETERANS APPEALS 
SALARIES AND EXPENSES 

Object Classification (in thousands of dollars) 

1996 
actual 

1997 1998 

Direct Obligations: 

Personnel Compensation: 

11.3 Full-time permanent ...... . 

11.5 Other personnel 
compensation ......... . .. . 

11.9 Total personnel 
compensation ............. . 

12.1 Civilian personnel 

13.0 

21. 0 

22.0 

23.1 

23.3 

24.0 

25.2 

25.3 

25.4 

25.7 

26.0 

31.0 

41.0 

99.9 

benefits ................. . 

Benefits for former 
personnel ................ . 

Travel and transportation 
of persons 

Transportation of things .. 

Rental payments to GSA ... 

Communications, utilities, 
and miscellaneous charges. 

Printing and 
reproduction ............. . 

Other services ........... . 

Purchases of goods and 
services from government 
sources .................. . 

Operation and maintenance 
of facilities ............ . 

Operation and maintenance 
of equipment ............. . 

Supplies and materials ... 

Equipment ............... . 

Grants, subsidies, and 
contributions ............ . 

Total obligations ....... . . 

10 

blidget estimate 

4,183 4,475 4,620 

31 25 25 

4,214 4,500 4,645 

1,304 1,320 1,320 

15 40 30 

o 3 1 

1,667 1,667 1,667 

52 85 85 

22 23 23 

193 366 347 

89 157 53 

o 8 8 

72 92 92 

136 160 150 

400 108 108 

552 700 851 

8,716 9,229 9,380 
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UNITED STATES COURT OF VETBRANS APPEALS 
COURT OF VETERANS APPEALS RETIREMENT FUND 

This fund, established under 38 U.S.C. § 7298, will be used to 
pay retired pay to judges and to pay annuities, refunds, and 
allowances to surviving spouses and dependent children. 
Participating judges pay 1 percent of their salaries to cover 
creditable service for retired pay purposes and 3.5 percent of 
their salaries for survivor annuity purposes. Additional funds 
needed to cover the unfunded liability may be transferred to this 
fund from the Court's annual appropriation. The Court's 
contribution to the fund is estimated annually by an accounting 
firm retained by the Court. The fund is invested solely in 
government securities.' In FY 1996 the Court began paying one 
s urvivor annuitant from fund assets. 

UNITED STATES COURT OF VETERANS APPEALS 
COURT OF VETERANS APPEALS RETIREMENT FUND 

1996 
actual 

Unavailable Collections Schedule: 

Balance, start of year: 

01.99 Balance, start of year .. ........ 2,184 

Receipts: 

02 . 01 Earnings on investment ... ....... 139 

02.02 Employer contributions ..... . .... 436 

02.03 Employee contributions....... . .. 10 

02.99 Subtotal, receipts.............. 585 

03.00 Offsetting collections... . . . . . . . -20 

04.00 Total: Balances and collections2,749 

Appropriations: 

05 . 01 Judges survivors annuity fund... -20 

07.99 Balance. end of year ............ 2.749 

11 

1997 
budget 

2.749 

145 

325 

5 

475 

-33 

3.191 

-33 

3.191 

1998 
es t. 

3 ,191 

150 

325 

5 

480 

-33 

3,638 

-33 

3 ,638 
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COVINGTON & BURLING 

1201 PENNSYLVANIA AVENUE. N. W. 

P.O. eox 7566 

WASHINGTON. D.C. 20044-7566 

12021 662-6000 

fl::l.£I""')(: IZO<!I 66Z ·I5Zgt 

TElLI(, 89-593 ICO .... I.I~G WSI-4J 

C"OLL COVI.ING 

December 19, 1996 

The Honorable Frank Q. Nebeker 
Chief Judge 
U.S. Court of Veterans Appeals 
Suite 900 
625 Indiana Avenue 
Washington, D.C. 20004 

Dear Chief Judge Nebeker: 

'Ci.E~;""·'7,_..o5·'!I6~ 

TCt.U.o..oo:, ••• '7, ... ~.3101 

MIJ$$G.S 'O'lQ Kl.GIU" 

T£lt~ . .JZ,Z.5.Z.glllX> 

T(LC,. ... IC.l.l·Z·'5QZ .. 5_ 

On behalf of the Veterans Consortium Pro Bono Program, 
submit to you herewith the Program's proposed budget for 
fiscal year 1998, as approved by the Advisory Committee, 
together with a document titled Budget Highlights, which 
explains the difference between the FY98 budget and the 
current, FY97 one. I respectfully request that the Court 
submit the pertinent budget figures along with the Court's own 
proposed budget for FY98, at the appropriate time, to the 
pertinent congressional committees. We are not, of course, 
asking the Court to assume any responsibility for justifying 
the Program's budget: as was the case with respect to the 
current fiscal year, we expect to assume entire responsibility 
for that effort. We will also again be seeking specific 
legislative authorization for the Program. 

With regard to the substance of the proposed budget, you 
will note that the total projected costs of $850,804 exceed 
the FY97 budget figure of $743,838 by $106,966: the 
explanation of this is provided in the Budget Highlights. The 
projected total expenditures exceed by $150,804 the FY97 
appropriation of $700,000. As you know, we were able to 
adhere to the budget on which our appropriation request was 
based despite the fact that the amount actually appropriated 
was less than the amount contemplated by the budget because 
the reduced level of operations in FY96, reSUlting from the 

APPENDIX TO U.S. COURT OF VETERANS APPEALS FY 1998 BUDGET ESTIMATE 
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uncertainty as to whether the Program would continue at all, 
left us with a surplus that allowed us to fund the incremental 
expenditures in question. 

Enclosure 

?;I:;]S~ 
David B. Isbell 
Chair, Advisory Committee 

Veterans Consortium 

cc w/enc: Adviso ry Committee 
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THE VETERANS CONSORTIUM PRO BONO PROGRAM 
FY 1998 Proposed Budget Highlights 

CASE EVALUATION AND PLACEMENT (CEPC) S635,370 

CEPC proposes a $99,249 increase over the FY97 budget. 

Budget Increase Summary: 

Personnel costs reflect an increase of S 117,068 (which is partially offset by reductions in non­
personnel costs of $17,819). This would provide for five full time case evaluators, with one position 
contributed by DA V at no cost to the Program. [The FY97 budget provides for two and a half paid 
case evaluators. This assumed that two positions would be filled by supporting veterans service 
organizations (VSOs) without reimbursement. !n fac~ only one such no-cost case evaluator has been 
provided (by DA V); the American Legion has been unable to continue its prior multi-year commitment 
to providing a no-cost case evaluator to the Program.] The increase from the two and a half case 
evaluators whose cost is reflected in the FY97 budge~ to four case evaluators contemplated by the 
FY98 budge~ is necessitated by the following: 

a. A large backlog of cases awaiting evaluation (approximately 140 cases), and in consequence 
roughly a five-month delay from the time a case is received until completion of the evaluation process. 
This backlog resulted from the fact that although we expected to operate with four case evaluators 
(including one donated by a VSO) in FY%, we in fact lost case evaluators due to uncertainty over 
federal funding for the Program, resulting in operations with only two case evaluators for a substantial 
part of the year. Given the shortfall in stafftng for FY97, described in the preceding parngraph, we are 
not likely to make much if any headway in reducing the backlog in the current year. 

b. increruled number of case filings at the Court in FY -96 and early FY -97. 

c. Actual increase, and projected further increase, in number of BV A decisions (resulting from 
improved BVA productivity, and hiring of additional attorney advisors at the BVA in FY-97), which 
will be reflected in increased case filings at the Court. 

Salaries and benefits are budgeted to increase by 5%; this consists of a 3% cost-<lf-living raise and a 
2% allocation for merit raises. These allocations are essential to adequate funding for the Program, 
since Program staff are actually employees of the supporting VSOs, and those VSOs control cost-<lf­
living and merit increases. 

Travel - We have requested an increased allocation of $1,500, to provide for continuing legal 
education for CEPe attorney staff. 

Property Acquisition and Contract Services - These would decrease by $13,000. Major 
improvements to the databases will be completed in FY97. 

OUTREACH $24,657 

Outreach proposes a $6,037 increase over the FY97 budget. As indicated below, all but $688 of the 
increase is in Personnel. The $688 difference reflects line item adjustments based on our past 
experience. 
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Budget (ncrease Summary: 

Personnel costs are budgeted to increase by $5 .349 because we anticipate a continued increase in 
recruiting costs. We assume a grater need for counsel in FY98 because of the known and anticipated 
number of BVA decisions; the budget also assumes that we will continue outreach efforts outside the 
Metropolitan Washington area. Personnel costs include an increase of 5%, as discussed previously 
under Case Evaluation and Placement. 

Office supplies and expenses include SI,IOO to cover the cost of mailing 2000 program brochures to 
attorneys. 

Other includes $1.1 00 to reprint the standard Program brochure. 

EDUCATION $126,545 

Education proposes an increase of $10,998 over the FY97 budget. All but $2,064 of the increase is 
accounted for in the personnel line. Various line items have been adjusted based on our past 
experiences. 

Budget Increase Summary: 

Personnel costs are budgeted to increase by $8,934. We anticipate an increase . in mentoring duties, 
from $15,650 in FY97 to $17,659 in FY98, due to the cumulative effect from previously assigned but 
still pending cases. We plan to minimize this cost by assigning mentoring duties to personnel with 
lower personnel costs. Grant administration has been increased to 25% for both the Grant 
Administrator and the Administrative Assistant, based on our past experiences. We will revise and 
reprint the appellant brochure and videotape (and edit) a new training tape. Personnel cost include an 
increase of 5%, as discussed previously under Case Evaluation and Placement. 

The Otber line increases by only $80. We anticipate distributing 112 copies of the revised Veterans 
Benefits Manual. The estimate cost at this time is $ lOOper copy ($ 11,200). As indicated in the 
Education personnel line, we will revise and reprint the appellant brochure ($ 1,500). $4,000 is 
budgeted to COYer the cost of taping one training session and purchasing videotapes for reproduction. 

"B" GRANT 

This line assumes a total of 24 cases at a ·cost of $1,843 per case. This represents a 100/0 per case 
increase over the FY96 budget of S 1,675 per case; it also retlects a reduction from the total number of 
budgeted cases (30) in FY96 and FY97, as we continue to fine-tune this requirement. 

GRANT ADMINISTRATION 

TOTAL $850,804 
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STATEMENT OF PRESTON M. TAYLOR JR. 
ASSISTANT SECRETARY FOR 

VETERANS' EMPLOYMENT AND TRAINING 
SUBMITTED TO THE 

COMMITTEE ON VETERANS AFFAIRS 
U.s. HOUSE OF REPRESENTATIVES 

February 13, 1997 

Mr. Chairman and Members of the Committee: 

I appreciate the opportunity to submit for the record the Fiscal Year 1998 Department of 
Labor budget request for veterans' employment and training programs. 

For the benefit of the new members of this committee, I would like to preface my 
remarks by sharing with you the Veterans' Employment and Training Service's mission, my 
vision for the agency, a brief description of how our programs operate, and some of our 
accomplishments during fiscal year 1996. 

The mission of the Agency is to help veterans, reservists and National Guard members in 
securing employment and the rights and benefits associated with such, through existing 
programs, the coordination and merger of programs, and the implementation of new programs: 
Services provided are to be consistent with the changing needs of employers and the eligible 
veterans' population. 

VETS delivers employment services to veterans in partnership with State Employment 
Security Agencies, also called Job Service or the public employment service system. VETS 
administers grants to these agencies to support Disabled Veterans' Outreach Program (DVOP) 
staff and Local Veterans' Employment Representatives (L VER) in each State, who personally 
help veterans and other eligible persons. Their specific purpose and responsibilities are 
described in Chapter 41 of Title 38, United States Code. VETS establishes performance 
standards to reinforce priority of service for special disabled and disabled veterans, veterans, and 
other eligible persons and evaluates the States' policies and processes to ensure that veterans 
receive services leading to economic security and well being. 

Generally, L VERs supervise services to veterans by other local employment service 
office staff to ensure that they provide maximum employment and training opportunities to 
disabled veterans, veterans, and other eligible persons. They also provide job placement and 
supportive services directly to veterans. L VERs also network with employers, community and 
veteran service organizations, and other public agencies to assure that veterans receive the best 
available services. 

Disabled Veterans' Outreach Program staff conduct outreach, particularly directed at 
special disabled and disabled veterans, and develop job opportunities with employers. DVOP 
staff spend about 20 percent of their aggregate time stationed at V A facilities and other places 
where veterans can be found who may be in need of employment and training assistance. 

DVOP and L VER staff, in cooperation with the Department of Defense, the Department 
of Veterans Affairs. VETS Federal staff. contract facilitators and human resources' staff from 
private employers, deliver Transition Assistance Program workshops to separating service 
members and their spouses at over 185 military installations in the continental United States. 

DVOP and L VER staff also work cooperatively with the Department of Veterans Affairs, 
Vocational Rehabilitation and Counseling program (VR&C) staff to provide individualized 
attention to VR&C participants and help those completing V A training programs find suitable 
employment. Through the National Veterans' Training Institute (NVTJ), VETS offers a special 
training program to make sure that we are effective in helping Vocational Rehabilitation Program 
participants. 
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As you will see in our budget request, L VER staff will give particular emphasis to 
monitoring Federal contractor job listings. As a result of amendments by the l04th Congress, 
new approaches have been initiated to enable referrals to higher paying jobs. These include 
enabling Federal contractors to list their vacancies electronically in America's Job Bank. VETS 
is working with SESAs to help them upgrade or purchase new equipment to enable L VER staff 
to see such job openings and promptly refer quality veteran applicants for these jobs. 

VETS is also relying on the One-Stop Career Services concept and new electronic tools, 
including a resume-writer developed specifically by VETS for veterans, to enable DVOP and 
L VER staff to more efficiently help our customers -- veterans. VETS will encourage SESAs to 
use the resulting time savings to give more time and attention to special disabled, disabled, 
minority, female, young and recently separated veterans under a case management approach to 
service delivery. VETS is also asking for a shift in resources from the DVOP to the LVER 
program to maintain the best system coverage possible and support shifts in emphases to higher 
paying jobs, and giving better assistance to veteran subgroups with high unemployment rates. 

My vision is that VETS be recognized as a "world class" organization ensuring 
employment, training and enforcement services to our veterans. I expect VETS through its staff 
to keep pace with the demands and rewards of putting our customers -- veterans and their 
prospective employers -- first. This will give each veteran a chance for real job security and job 
opportunity in a changing world. 

Accomplishments - Last year ,(Fiscal Year 1996 and Program Year 1995) 

During fiscal year 1996, VETS and its grantees' efforts resulted in accomplishments that 
had significant impacts on our target population: 

2.2 million veterans registered with the SESAs in the program year ending on June 30, 
1996. Of these veterans, SESAs helped over 535,666 into jobs, including 190,937 
Vietnam era veterans and 41,949 disabled veterans. SESAs also referred more than 
542,000 veterans to supportive services. 

Disabled Veterans' Outreach Program staff contributed to the public employment service 
system efforts and achievements noted in the paragraph above. The $76,913,000 
provided for this program supported 1,579 positions. DVOP staff helped 166,591 
veterans into jobs. Of these, over 26,000 were disabled veterans and more than 7,000 
were special disabled veterans. 

Local Veterans' Employment Representatives also contributed to the effort and 
achievements of the public employment service system. The $7\,386,000 provided for 
the L VER program supported 1,404 positions. L VERs helped 160,795 veterans into jobs. 
Of these veterans, more than 13,000 were disabled, and 6,670 were special disabled 
veterans. 

During FY 1996, over 73,000 Federal contractors listed more than 550,000 jobs with the 
public employment service system. As a result of referrals made to these vacancies, 
almost 64,000 veterans got jobs, including more than 20,000 Vietnam era and 2,638 

In addition to their direct employment services to veterans, DVOP and L VER staff also 
conduct Transition Assistance Program (TAP) workshops. A total of 145,211 separating 
service members or their spouses attended Transition Assistance Program workshops. 
Over 3,200 workshops, the majority conducted by DVOP and L VER staff, were 
presented at 186 sites in 43 States. 

VETS staff provide assistance directly to veterans, Reservists and National Guard 
members to protect their employment and reemployment rights, including anti­
discrimination, seniority and pension rights, as defined by the Uniformed Services 
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Employment and Reemployment Rights Act of 1994 (USERRA). In FY 1996, VETS 
staff opened 1,270 cases under USERRA, and carried over 297 from the previous fiscal 
year. From this total, 1,344 were closed - 85% within 120 days from the filing of the 
claim. 

The total 0[$2,672,000 provided for the National Veterans' Training Institute (NYTI) 
supported 71 classes, in which trailling was given to 1,574 veteran service providers. 
NVTI also provided TAP training to 550 Department of Defense participants under a 
reimbursemer.t agreement with the Department of Labor, for a total of 2, 124 training 
participants during the fiscal year. 

A total of $8,800,000 provided in FY 1995 for Veteran Employment Programs under 
Title IV, Part C of the Job Training Partnership Act (JTPA IV-C). From this total , $7 
million were provided to 14 grantees to serve 4, I 00 service-connected disabled veterans, 
Vietnam era veterans or recently separated veterans. These grants operated from July I , 
1995 to June 30, 1996. The funds were used to provide training, supportive services 
and/or employment assistance. Of those served, more than 2,600 were placed injobs. 
The remaining funds were sel-aside for innovative, pilot, demonstration and research 
projects with the American GI Forum, thc New York Veterans Leadership Program, the 
Alabama Department of Industrial Relations Federal Contractor Project, and others. 

Fisul Year t 998 Budget Request 

The Agency's FY 1998 request is designed to promote the maximum employment and training 
opportunities for veterans, particularly those in veteran subgroups who suffer higher than average 
unemployment rates -- disabled veterans, minority, female, young and recently separated 
veterans within Government-wide resource constraints. To do this, the Veterans' Employment 
and Training Service (VETS) has been streamlining, shifting resources to where they will do the 
most good, and promoting the use of electronic tools to better serve our customers. 

The Agency's request is divided into three activities: (I) State Grants, which is further 
divided between the Disabled Veterans' Outreach Program (DVOP) and the Local Veterans' 
Employment Representative (LVER) program ; (2) Administration, which includes funding fOT 

the Transition Assistance Program (TAP) for separating service members, the investigation and 
resolution of Uniformed Services' Employment and Reemployment Rights Act (USERRA) 
claims from veterans, Reservists and National Guard members, and funding for VETS' grant 
administration operations; and (3) National Veterans' Training Institute (NVTI), which provides 
training to Federal and State employees and managers involved in delivery of services to 
veterans. 

Funds are requested under the Employment and Training Services account of the 
Department of Labor for employment and training programs for veterans under the Job Training 
Partnership Act, Title IV, Section C at 29 U.S.C. 1721 (JTPA IVC) and the Stewart B. 
McKinney Act at 42 U.S.c. 11448 (as amended by the I04th Congress) for Homeless Veterans 
Reintegration Projects (HVRP). 

The Department is requesting $7,300,000 for the JTPA IVC. It is anticipated that 
Sf,000,000 ("!"!h'!s: ~d:: '.'.'!H ~ a'.'.':!!'d'.!d. !to..'!'.:''.~gh?: ':'')~~t;t~,,~ r"0!'~<;'C: fro ~t~tP p'"'t'tipc: 
through each State's Governor's office. This competition will result in up to 20 grant awards to 
provide employment and training services to eligible veterans. The remainder of the funds will 
be used to provide specialized and targeted services as well as research and demonstration 
projects at the Assistant Secretary's discretion. It is expected that such grants will continue to 
target those eligible veteran subgroups experiencing higher unemployment rates (e.g., minority, 
female, recently separated and disabled veterans). Overall, VETS will process, award and 
monitor up to 30 grants to various service providers. 

The request includes $2,500,000 for the Homeless Veterans Reintegration Project 
program under the Training and Employment Services account. It is anticipated that these funds 
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will be awarded through a competitive process, requiring the processing, awarding, and 
monitoring of up to 20 grants with service providers. The funds provided will support services to 
more than 4,000 homeless veterans and the resulting placement of about 2,100 injobs. 

The Agency requests a total of $157,118,000 for grants-to-States, the same funding provided in 
FY 1997. The FY 1998 funding request for the LVER program is 577,078,000, and for the 
DVOP is 580,040,000. These amounts reflect a small shift of funding from the DVOP to the 
L VER program to support increased system activity in direct services to veterans, to achieve 
better system coverage with the resources available, to enhance services to certain veterans, to 
give adequate emphasis to the Federal contractor program, and to achieve increased utilization of 
electronic services such as America's Job Bank, resume-writer, talent-bank and other electronic 
helpers planned for FY 1998. 

The $77,078,000 requested for the Local Veterans' Employment Representative program 
is sufficient to fund 1,339 L VER positions and to help 152,000 veterans into jobs. As a result of 
the emphasis VETS is placing on helping special disabled and disabled veterans, and the small 
shift in funds requested from the DVOP, we estimate well over 6,700 special disabled veterans 
will be among those veterans helped into jobs. The centralized listing of vacancies by Federal 
contractors should result in better paying jobs for veterans. The efforts started last year to help 
Vocational Rehabilitation and Counseling program participants will continue, and we expect 
that, through closer coordination with the V A and better training of those working with program 
participants, we will do better both this year and during FY 1998. 

L VERs will ensure delivery of services to those needing intensive help, with a primary 
focus being VA Vocational Rehabilitation and Counseling program participants, using a case 
management approach to services. L VER staff will playa greater role in monitoring the 
provision of priority services to veterans by all State Employment Security Agency (SESA) staff. 
L VER staff will emphasize referral of disabled veterans to Federal contractor vacancy listings. 
Also, L VER staff will promote veterans' participation in Federally-funded programs and will 
provide services to soon-to-be-separated military service members who participate in Transition 
Assistance Program (TAP) sessions. Emphasis will be placed on special disabled and disabled, 
minority. young, recently separated and women veterans. This shift in emphasis to veterans with 
greater barriers to employment will cause an increase in the number of job-ready veterans that 
will be served by the One-Stop Career Services system. 

The 580,040,000 requested for the Disabled Veterans' Outreach Program is sufficient to 
support 1,494 positions and to help over 156,000 veterans into jobs, including over 7,000 special 
disabled veterans. DVOP staff will continue to provide outreach and other legislatively 
prescribed services to veterans, giving priority to special disabled and disabled veterans. The 
DVOP staff will identifY disabled veterans, determine their needs, establish employability plans, 
and help them secure employment for them in FY 1998, placing their primary focus on intensive 
services to VA Vocational Rehabilitation and Counseling program participants and economically 
disadvantaged veterans. DVOP specialists will network with other sources of services, including 
Private Industry Councils, service providers funded by the Job Training Partnership Act in 
service delivery areas, and the vocational rehabilitation counselors of the V A. DVOP specialists 
will utilize the case management approach in their services to veterans, and will continue to play 
a vital role in delivering TAP workshops. 

The current priority given to TAP workshops, VR&C program participants and priority of 
services to special disabled and disabled veterans, veterans and other eligible persons will 
continue. The Agency expects that as a result of One-Stop Career Services, increased use of 
electronic tools such as America's Job Bank, Talent Bank and veterans' resume-writer, and 
others planned by the Department for FY 1998 implementation, that DVOP and L VER staff 
should have more time to concentrate their efforts, using a case management approach, on those 
veterans most in need of intensive personal assistance. Emphasis will be placed on disabled, 
minority, female, young, and recently separated veterans. Also, emphasis will be placed on 
getting better quality and better paying jobs for veterans. 
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A total of $22,837,000 is requested for the administration of the Veterans' Employment 
and Training Service. This funding level is sufficient to support about 254 employees. VETS is 
responsible for ensuring that the legislative mandates for providing special services to veterans, 
Reservists, National Guard members, and other eligible persons are provided by the DOL and its 
grantees in accordance with Chapters 41, 42, and 43 of Title 38, United States Code. VETS 
administers grants-to-States for the Local Veterans' Employment Representative (L VER) 
program and the Disabled Veterans' Outreach Program (DVOP). It also administers grants-to­
States and other entities as authorized under the JTPA lVC and HVRP programs. VETS also 
ensures the delivery of services by State Employment Security Agencies (SESAs) to veterans on 
a priority basis through on-site monitoring and management assistance. 

VETS also acts as liaison with other Federal agencies, including the Office of Personnel 
Management, to protect veterans' hiring preference in the Federal sector; the Office of Federal 
Contract Compliance Programs, to ensure the enforcement of affirmative action requirements for 
special disabled and Vietnam-era veterans; the Department of Veterans Affairs, to coordinate 
vocational rehabilitation and on-the-job training programs; the Departments of Defense and 
Veterans Affairs, to conduct the Transition Assistance Program providing service members 
separating from active duty with labor market information and job search skills training to 
expedite their transition from military to civilian employment. 

VETS staff provide assistance directly to veterans, Reservists, and National Guard 
members to protect their employment and reemployment rights, including anti-discrimination, 
seniority, and pension rights, as defined by the Uniformed Services Employment and 
Reemployment Rights Act of 1994 (USERRA). VETS administers the Job Listing component 
of the Federal Contractor Program (FCP), under 38 U.S.C. Section 4212, which requires Federal 
contractors to list their openings with SESAs and to submit annual employment reports on 
special disabled and Vietnam-era veterans. The agency is responsible for fact finding when a 
veteran complains that a Federal agency violated veterans preference provisions in hiring 
activities and coordinates resolution of such complaints with the Office of Personnel 
Management. 

In addition, VETS collects and summarizes information, as required by law, concerning 
the quantity and quality of services provided to veterans by DOL and DOL-funded programs, 
and provides this information to the Congress. VETS administers the National Veterans Training 
Institute (NVTJ) which trains veteran service delivery providers. 

VETS staff will continue to work on the following priorities: 

Maintaining an effective Transition Assistance Program. The agency, along with its 
partners, will present workshops to 160,000 separating service members and their 
spouses. This number represents about 60 percent of those who will separate from the 
military worldwide in FY 1998. To do this, we will utilize DVOP and L VER staff, 
Federal contract facilitators and VETS employees. Efforts to support TAP for separating 
military personnel realize cost savings that are significantly greater than the amount being 
requested due to the fact that TAP participants obtain their first civilian job three weeks 
faster than do non-participants--demonstrating that there is a substantial return on 
investment in this program. The high priority we place on TAP is supported by recent 
finoin,!< in " Denartment of Defense studv. which indicated notablv high satisfaction 
ratings among service members who had attended TAP workshops. 

Improved use of technology. The Agency sees improved use of technology as the means 
of getting better quality and better paying jobs for veterans coming into the DOL service 
delivery system. 1 view improved technology as a means to improve the access of 
veterans to employers and vice-versa and a way of improving efficiency among VETS 
and DVOP and LVER staff. America's Job Bank is a good example of where we are 
headed. The veterans' resume-writer is another good example. Each of these makes the 
job of the service providers a little easier and enables them to use the time it would have 
taken to help those that avail themselves of these electronic tools to help those with 
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severe employability barriers. Although we acknowledge that not all veterans or our 
service providers are versed in the new electronic tools, we are developing plans to train 
our Agency staff and work with SESAs to train service deliverers in the use of these 
electronic tools. 

Placing emphasis on services to young, recently separated, minority, female, and disabled 
veterans. VETS will work with SESAs to ensure that services to those veteran sub­
groups suffering from higher than average unemployment rates increase and to increase 
consciousness as to their employability barriers and how they can be mitigated. 

A total of $2,000,000 is requested for the National Veterans' Training Institute which 
provides training to Federal and State employees and managers involved in delivery of services 
to veterans. The funding will support over 61 classes and train more than 1,400 service 
providers. 

The training institute has proven to be an extremely effective instrument for significantly 
improving both the quality and quantity of services provided to veterans. NVTI has proven 
efficient at meeting new training needs as they arise, such as in the case of TAP, USERRA, 
grants management, and case management. VETS programs and operations will have to change 
substantially to meet the challenges set forth by the One-Stop Career Services concept, to 
concentrate its resources on training and retraining and on case management for those most in 
need. This will require training and retraining not only of DVOP and LVER staff. but also of 
VETS staff and program recipients. In addition, One-Stop Career Service providers will need 
training on the veterans' priority of service requirements and the case management approach 
used by VETS for those that have severe employability barriers. 

I want to acknowledge the efforts of this Committee and others in Congress and the 
Administration who made it possible for the Department of Labor and its Veterans' Employment 
and Training Service and our State agency partners to continue to offer "world class" services to 
our customers in FY 1997. I also wanted to point out, in particular, the importance we give to our 
FY 1998 funding request to help homeless veterans get jobs. Thank you for authorizing this very 
worthy program for fiscal year 1998. 

Fiscal Ye.r 1997 

For FY 1997, the $81,993,000 provided for the DVOP program will support 1,568 
positions. We project about 165,000 veterans will be helped into jobs at this level of funding. 
The funds provided for the LVER program, $75, 125 ,000, will support 1,340 positions and should 
result in 152,000 veterans being helped into jobs. 

The $22,733,000 provided for Federal administration in FY 1997 will support 260 
employees and will enable VETS staff, Federal contract facilitators and DVOP and LVER staff 
to provide TAP workshops serving about 164,000 separating service members and their spouses. 
Also, the funds provided for enforcement of veterans' rights will enable VETS to appoint 10 
investigators to protect the rights of veterans. This together with training currently being 
developed by NVTI to further train VETS staff on investigative techniques will increase our 
effectiveness in handling USERRA and Federal Veterans Preference claims. Also, because of 
npll\y~ in filling thr.se .ioh~ during the first quarter. AAvin~s were realized .. VETS has alreadv 
fielded a Veterans Preference electronic expert system, is working on a USERRA expert system, 
and a claim tracking system with these savings. The Federal Veterans Preference expert system 
is available through the Internet (in DOL's home page) and was made available to veteran 
service organizations in diskettes that can be loaded on any personal computer. Similarly, the 
Internet version can be downloaded to a personal computer or onto a floppy diskette and used 
from the diskette. This will help veterans who believe their veteran preference rights may have 
been harmed. as well as veteran service organizations and others who offer advice and counsel to 
veterans on these issues. The expert system simply asks questions from a decision tree that 
enables the veteran or service provider to detennine whether a claim to veterans' preference 
exists. 
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The $2,000,000 provided for NVTI will support the conduct of over 63 classes and train 
over 1,400 veteran service providers. 

With the $7,300,000 provided from General Revenue funds through the Employment and 
Training Service~ account, VETS -- through grants to States and innovative projects - will serve 
over 4,000 veterans and place over 2,000 into jobs. 

I appreciate this opportunity to give you some highlights of the FY 1998 budget request 
for the Veterans' Employment and Training Service. I look forward to working closely with the 
Committee on behalf of our Nation's veterans. 
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BEFORE THE COMMITTEE 
ON 

VETERANS' AFFAIRS 

STATEMENT OF MAJOR GENERAL JOHN P. HERRLlNG, USA (RET) 
SECRETARY 

AMERICAN BATTLE MONUMENTS COMMISSION 

February 13, 1997 

Mr. Chairman and Members of the Committee: 

Thank you for the opportunity to testify on our Fiscal Year 1998 Appropriation 
Request. The special nature of Ihe American Battle Monuments Commission 
places it in a unique and highly responsible position with the American people. 
The manner in which we care for our Honored War Dead is, and should remain, 
a reflection of the high regard in which we, as a nation, honor their service and 
sacrifices. 

As you know, the American Battie Monuments Commission is a small, one-of-a­
kind organization, that is responsible for commemorating the services of 
American Armed Forces where they have served since April 6, 1917 (the date of 
U.S. entry into Worid War I) through the erection of suitable memorial shrines; 
for designing, constructing, operating, and maintaining permanent American 
military burial grounds in foreign countries; for controlling the design and 
construction of U.S. military monuments and markers in foreign countries by 
other U.S. citizens and organizations, both public and private; and for 
encouraging the maintenance of such monuments and markers by their 
sponsors. In performing these functions, the American Battle Monuments 
Commission administers, operates, and maintains twenty-four permanent 
memorial cemeteries and twenty-eight monuments, memorials, and markers in 
fifteen countries around the world. 

We have eight World War I and 14 World War II cemeteries located in Europe, 
the Mediterranean, North Africa, and the Philippines. All of these cemeteries are 
closed to burials except for the remains of the War Dead who may occasionally 
be discovered in World War I or World War II Battlefield areas. In addition, we 
are responsible for the American cemeteries in Mexico, established after the 
Mexican War, and Panama. 

Presently 124,914 U.S. War Dead are interred in these cemeteries - 30,921 of 
World War I, 93,243 of World War II and 750 of the Mexican War. Additionally, 
5,857 American veterans and others are interred in the Mexico City and Corozal 
(Panama) American Cemeteries. Commemorated individually by name on stone 
tablets at the World War I and II cemeteries and three memorials on U.S. soil 
are the 94,120 U.S. servicemen and women who were Missing in Action, or lost 
or buried at sea in their general regions during the World Wars and the Korean 
and Vietnam Wars. 

We continue to provide services and information to the public, friends, and 
relatives of those interred in, or memorialized, at ABMC cemeteries and 
memorials. This includes information about grave and memorialization sites as 
well as location, suggested routes, and modes of travel to the cemeteries or 
memorials. Immediate family members are provided letters authorizing fee-free 
passports for overseas travel to specifically visit a loved one's grave or memorial 
site. Photographs of headstones and sections of the Tablets of the Missing on 
which the service person's name is engraved are also available. These 
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photographs are mounted on large color lithographs of the cemeteries or 
memorials. In addition we assist those who wish to purchase floral decorations 
for placement at grave or memorial sites in our cemeteries. A photograph of the 
in-place floral arrangement is provided to the donor. 

The care of these shrines to our War Dead requires a formidable annual 
program of maintenance and repair of facilities, equipment, and grounds. This 
care includes upkeep of 131 ,000 graves and headstones; 73 memorial 
structures; 41 quarters, utilities, and maintenance facilities; 67 miles of roads 
and paths; 911 acres of flowering plants, fine lawns and meadows; nearly 
3,000,000 square feet of shrubs and hedges and over 11 ,000 ornamental trees. 
Care and maintenance of these resources is exceptionally labor intensive, 
therefore, personnel costs account for 72 percent of our budget for FY 1998. 
The remaining 28 percent is required to fund our operations, including 
unprogramed requirements resulting from natural disasters or foreign currency 
fluctuations. We do not have the option of closing or consolidating cemeteries. 
In light of this, we have increased our efforts to achieve greater efficiency and 
effectiveness, through automation and contracting, in the operational and 
financial management areas, where we do have control. 
This Commission fully recognizes and supports the efforts of the President and 
the Congress to improve efficiency, focus on results, and streamline the 
govemment overall. During Fiscal Year 1996, we completed the upgrade to our 
automation system and offset telephone, fax, and mail costs while increasing 
productivity. We have contracted with the Department of Treasury's Financial 
Management Services Center to study our accounting system, provide 
altematives and recommendations, and design a new system, if findings warrant. 
We anticipate these recommendations will be implemented during FY 1998. In 
addition, we have begun development of our StrategiC and Annual Performance 
Plans in accordance with the Govemment Performance and Results Act. We 
believe, when finalized, our plans will provide a comprehensive roadmap for 
accomplishing our mission. 

On July 27, 1995, President Clinton and President Kim Young Sam dedicated 
the Korean War Veterans Memorial. On February 6, 1997, we opened the 
Korean War Memorial Kiosk. This Kiosk houses the Korean War Veterans 
Memorial Honor Roll. This Honor Roll allows friends and relatives to query a 
data base containing the names and information about those who died during 
the Korean War. With the opening of the Kiosk we are pleased to be able to 
report to you that the Korean War Veterans Memorial is now complete. 

Our focus for Fiscal Year 1998 and for the next several years will be the World 
War 11 Memorial. As you know, on May 25, 1993, President Clinton signed 
Public Law 103-32 directing the ABMC to build a World War 11 Memorial. The 
World War 11 Memorial Site at the Rainbow Pool was dedicated by President 
Clinton on November 11, 1995. Since that time, a national design competition 
was held with over 400 preliminary designs submitted for evaluation. Six 
finalists were selected and annoUnced on August 21 , 1996. Final designs were 
submitted to a design jury on October 25. Criteria included concept, past 
performance, specialized experience and technical competence, professional 
qualifications and the capacity to a~mplish the work in the required time. The 
jury interviewed the finalists and made its recommendation to the Commission 
on October 31 . The World War 11 Advisory Board met and provided its advice to 
the ABMC on November 18. ABMC Commissioners considered the advice and 
recommendations and selected the winning design team/concept on November 
20. On January 17, 1997, at a White House Ceremony, President Clinton 
unveilec! the winning design by Friedrich SI. Florian, former Dean of the Rhode 
Island ~ of Design, and a current professor at the school. Teaming up with 
Professot SI. Florian are George E. Hartman, Hartman-Cox Architects, and 
Oehme van Sweden & Associates, Inc., both of Washington D.C. Leo Daly will 
be the architect - engineer of record. : 
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As directed by the Congress, the $100 Million memorial will be funded through 
private donations after expending the $4.7 Million that Congress authorized from 
the surcharge proceeds of World War II Commemorative Coin sales and the $5 
Million transferred from Department of Defense. The American BatUe 
Monuments Commission is working closely with the World War II Memorial 
Advisory Board to raise the funds to meet the planned dedication on Veterans' 
Day in the year 2000. 

While our attention has been focused on management improvements and the 
design and construction of the World War II Memorial, we have not ignored our 
primary mission of operating and maintaining twenty-four memorial cemeteries 
and twenty-eight monuments. The Congress has been instrumental in our 
success in maintaining its high standard of excellence by providing the funds 
required to accomplish our objectives, and for that we thank you. 

Fiscal Year 1998 will present new challenges. For the first time in nine years we 
have repriced our foreign currency budget rates. This repricing, with OMS 
support, conforms with the Department of Defense's budget rates for foreign 
currency. With this repricing, we estimate that we will require $2,097,000 to 
satisfy foreign currency fluctuation requirements. This amount has been 
included in our budget request. In addition the FY 1998 request provides for 
cost of living increases for our U.S. and foreign national personnel, rental 
expenses for space previously provided at no cost, funding to integrate ABMC 
financial systems in accordance with OMS, GAO, and recent Congressional 
directions, and small increases for maintenance and equipment. 
Perhaps our greatest challenge will be in dealing with aging facilities and 
equipment. Our cemetery memorials range.in age from 50 to 80 years old with 
Mexico City being over 100 years old. The permanent structures and plantings 
which make our facilities among the most beautiful memorials in the world are 
aging and require increased funding to maintain them at the current standards. 
Our maintenance and engineering budget is stretched to the limit. Accordingly, 
we are prioritizing this spending carefully. In addition, much of our equipment is 
aging and rapidly reaching the end of its useful life. We have requested 
additional funding for equipment replacement this fiscal year and will be 
implementing phased replacement in order to take advantage of new labor 
saving technology. 

Since 1923, the American Battle Monuments Commission's memorials and 
cemeteries have been held to a high standard in order to reflect America's 
continuing commitment to its Honored War Dead, their families, and the U.S. 
national image. The Commission intends to continue to fulfill this sacred trust. 

The American Battle Monuments Commission appropriation request for Fiscal 
Year 1998 is $23,897,000. 

This concludes my prepared statement. I will be pleased to respond to your 
questions. 
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STATEMENT OF H. MARTIN LANCASTER 
ASSISTANT SECRETARY OF THE ARMY (CIVIL WORKS) 

BEFORE THE COMMITTEE ON VETERANS' AFFAIRS, 
HOUSE OF REPRESENTATIVES 

ON THE FISCAL YEAR 1998 CEMETERIAL EXPENSES, ARMY BUDGET 
FEBRUARY 13, 1997 

MR. CHAIRMAN AND MEMBERS OF THE COMMITTEE: 

INTRODUCTION 

I appreciate the opportunity to appear before the Committee 
in support of the Fiscal Year 1998 appropriation request for 
Cemeterial Expenses, Department of the Army. I am appearing on 
behalf of the Secretary of the Army t who is responsible for the 
operation and maintenance of Arlington and Soldiers' and Airmen's 
Home National Cemeteries. Accompanying me are Mr. Thurman Higgin­
botham, Deputy Superintendent, Arlington National Cemetery, and Mr. 
Steven Dola, Deputy Assistant Secretary (Management and Budget). 

FISCAL YEAR 1998 BUDGET OVERVIEW 

The request for Fiscal Year 1998 is $11,815,000; $215,000 
more than the Fiscal Year 1997 appropriation. The funds requested 
are sufficient to support the work force, to assure adequate 
maintenance of the buildings, to acquire necessary supplies and 
equipment, and to provide maintenance standards expected at Arling­
ton and Soldiers' and Airmen's Home National Cemeteries and include; 

$1,175,000 for replacement of the historic Custis Walk; 

$810,000 for construction of access roads associated with 
Columbarium Phase III; and 

$200,000 to further expand contracts for enhancing the 
appearance of the cemetery while implementing government­
wide streamlining plans. 

The first item is a significant commitment to complete a capital 
improvement project, which, when completed, will eliminate the 
heaving and cracks which affect 75 percent of the walkway. 

The second item will allow the cemetery to make full utilization of 
Columbarium Phase III. 

The third item continues the initiative begun in Fiscal Year 1996. 
In Fiscal Year 1996 these contractual services were increased. by 
$230,000, in Fiscal Year 1997 they were increased by an additional 
$165,000, and in Fiscal Year 1998 they will be increased by 
$200,000. Additional work will be performed by these contractors 
that was not done before and total personnel are being reduced from 
128, to 121 and 117, respectively. 

The funds requested are divided into three programs, Operation and 
Maintenance, Administration, and Construction. The principal items 
in each program are as follows: 

The Operation and Maintenance Program, $8,779,000, will provide for 
the cost of daily operations necessary to support an average of 20 
interments and inurnments daily and for maintenance of approximately 
630 acres. This program supports 111 of the cemetery's total 117 
FTE's. Contractual services, including estimated costs associated 
wi th the million dollar grounds maintenance contract, the $775,000 
information and guide service contract, $410,000 of contract tree 
and shrub maintenance, and a $210,006 custodial contract, are 
estimated to cost $2,947,000. 



192 

The Administration Program, $599,000, provides for essential man­
agement and administrative functions to include staff Bupervision 
of Arlington and Soldiers' and Airmen's Home National Cemeteries. 
Funds requested will provide for personnel compensation, benefits 
and the reimbursable administrative support costs of the cemeteries. 

The Construction Program, $2,437,000, provides funds as follows: 
$1,175,000 to replace the historic Custis Walk, $810,000 to 
construct roads that originally were included as part of Phase 
III of the Columbarium, $50,000 of minor road repair, $350,000 
for the graveliner program, and $45,000 to prepare the final design 
for the Wash Stand/Fuel Island project. 

FUNERALS 

In Fiscal Year 1996, there were 3,325 interments and 1,133 
inurnments; 3,500 interments and 1,900 inurnments are estimated 
in Fiscal Year 1997; and 3,500 interments and 1,900 inurnments are 
estimated in Fiscal Year 1998. 

CEREllONIES 

Arlington National Cemetery is this Nation's principal shrine to 
honor the men and women who served in the Armed Forces. It is a 
visible reflection of America's appreciation for those who have 
made the ultimate sacrifice to maintain our freedom. In addition to 
the thousands of funerals, with military honors, held there each 
year, hundreds of other ceremonies are conducted to honor those 
who rest in the cemetery. Thousands of Visitors, both foreign and 
American, visit Arlington to participate in these events. During 
Fiscal Year 1996, about 2,100 ceremonies were conducted and the 
President of the United States attended the ceremonies on Veterans 
Day and Memorial Day. 

During Fiscal Year 1996, Arlington National Cemetery accommodated 
approximately 4 million Visitors, making Arlington one of the most 
visited historic sites in the National Capital Region. This budget 
includes $35,000 for a study to develop an estimating procedure and 
reliable estimates of the kinds of visitors that Arlington National 
Cemetery serves. 'Ibis increased orientation to our ·customers" is 
consi:stent with the Government and Perf"ormance Re:sult:s Act and the 
National Performance Review. 

CONSTRUCTION PROJECTS 

New Projects in Fiscal Year 1998 

Custis Walk - The Custis Walkway was constructed in 1819 and is 
2,500 feet long. Approxillllltely 75 percent of the walkway is affected 
by heaving and cracks, requiring visitors to exercise additional 
care while using the walkway. The design for restoration/replace­
ment has now been completed using Fiscal Year 1995 appropriations 
in the amount of $250,000. Construction funding of $1,175,000 is 
included in the Fiscal Year 1998 budget submission. 

Columbarium - Columbarium roads associated with the Phase III incre­
ment are planned in Fiscal Year 1998 costing an estimated $810,000. 

Construction Projects Underway 

Columbarium Phase III - On July 1, 1996, construction of one of two 
courts comprising Phase III of the Columbarium Complex began, bids 
tor construction ot the second court were opened on January 23,1997. 
Construction funds were appropriated in Fiscal Year 1996 and 1997, 
respectively. The 11,286 niche combined capacity of the Phase III 
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increment will bring the total niches in the Columbarium Complex to 
31,286. Phase I, completed in 1984, and Phase II, completed in 1991, 
each provided 10,000 niches. The additional 1,286 niche capacity of 
Phase III was achieved by increasing the square footage or "foot 
print" of each of the Phase III courts by 10 percent. In addition to 
providing more niches, the larger "foot print" permits inclusion 
of a needed rest room and mechanical/storage area into the North 
court of Phase III, and makes more efficient use of the site. 

Recently Completed Construction Projects 

Amphitheater - The repair of damage done by rainwater leaks at the 
Amphitheater and restoration of deteriorated marble there which 
were begun in July 1994 are now complete. The work included 
replacing waterproofing membranes; cleaning, patching and re­
repointing stonework; replacing deteriorated marble and balusters; 
replacing benches, railings, drinking fountains, trash receptacles, 
signage and flagstone paving. The Memorial Amphitheater Restoration 
Project now provides a fitting place for ceremonies where public 
honor and recognition are accorded national heros. 

Facilities Maintenance Complex - A new facility maintenance complex 
was constructed to replace buildings constructed in the 1930 t s. The 
facility maintenance complex consists of work and storage areas for 
three divisions (Facility Maintenance, Horticulture, and Field Oper­
ations), in three separate buildings. There is another building for 
warehoose operations and a building for the administrative functions 
associated with all of these operations. 

McClellan Gate - The work associated with restoration of the 
McClellan Gate has been recently completed. Work included removal 
and resetting of stone including some stone replacement, structural 
repairs, repointing, patching and cleaning of the entire arch, a new 
concrete ring foundation, new copper roofing and flashing, repair 
and painting of the iron gate, and new granite cobblestone paving 
aroond the arch. 

MASTER PLAN 

The new Master Plan, which currently is undergoing review within 
the Army Secretariat, will identity projects and policies to 
respond to the challenges confronting Arlington National Cemetery. 
These challenges include an aging infrastructure, declining availa­
bility of space for initial interment, and the need to preserve the 
dignity of the cemetery while accommodating substantial public 
visitation. The future projects envisioned in the master plan will 
not begin to be implemented until we are into the next century. 
Projects and policies nust be measured against funding to be made 
available in the budget and appropriations processes. Detailed 
planning and engineering studies necessary to establish the cost, 
feasibility, and responsiveness of individual capital projects to 
the master plan challenges would be programmed and proposed to 
Congress, after review and consideration by the Administration, at 
the appropriate times. 

ARMY - INTERIOR LAND TRANSFERS 

Public Law 104-201, the National Defense Authorization Act for 
Fiscal Year 1997 ("1997 Authorization Act"), which was enacted on 
September 23, 1996, includes two land transfer provisions in Section 
2821 relating to Arlington National Cemetery. 

Section 29 Land Transfer - The first part of Section 2821 of the 
1997 Authorization Act instructs the Secretary of the Interior to 
transfer to the Secretary of the Army certain lands found in Section 
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29 of Arlington National Cemetery . The land found in Section 29 is 
currently divided into two zones: the 12 acre Arlington National 
Cemetery Interment Zone and the 12.5 acre Robert E. Lee Memorial 
Preservation Zone. The transfer encompasses the Arlington National 
Cemetery Interment Zone and the portions of the Robert E. Lee Mem­
orial Preservation Zone that do not have historical significance and 
are not needed for the maintenance of nearby lands and facilities. 

The Secretary of the Interior is to base his or her determination of 
which portion of the Preservation Zone will be transferred primar­
ily on a cultural resources study that will consider whether arch­
aeological resources are likely to be located on the land, whether 
portions of the property are eligible for inclusion in the National 
Register of Historic Places, and whether the property has forest 
cover that contributes to the setting of the Preservation Zone. The 
cost of the study, estimated at $85,000, will be split evenly be­
tween the Department of Interior and the Department of the Army. In 
addition, the Secretary of the Interior will provide the Committee 
on Armed Services of the Senate and the Committee on National 
Security of the House of Representatives with environmental and 
cultural resource information and analysis. 

The transfer, which is to be carried out under the Interagency 
Agreement Between the Department of the Interior, the National Park 
Service, and the Department of the Army, dated February 22, 1995, is 
to occur not sooner than 60 days after the Secretary of the Interior 
has submitted the information and analysis to the Committees. The 
Secretary of the Interior must provide the information and analysis 
to the Committees no later than October 31, 1997. 

Visitors Center/Old Administration Building - The second part of 
Section 2821 of the 1997 Authorization Act instructs the Secretary 
of the Interior to transfer to the Secretary of the Army 2.43 acres 
of land and the Visitor's Center, which is constructed on the land. 
In return, the Secretary of the Army will transfer to the Secretary 
of the Interior .17 acres of land and the Old Administration Build­
ing, which is constructed on the site. Section 2821 provides the 
authority by which this agreed-upon exchange of lands may take 
place . 

CONCLUSION 

The funds included in the Fiscal Year 1998 budget are necessary to 
permit the Department of the Army to continue the high standards 
of maintenance Arlington National Cemetery deserves. I urge the 
Committee to support this request. 

Mr. Chairman, this concludes my remarks. We will be pleased to 
respond to questions from the Committee. 
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STATEMENT OF THE HONORABLE SANFORD D. BISHOP, JR 
FY 98 VETERANS AFFAIRS BUDGET 

FEBRUARY 27, 1997 

Good Morning, Mr. Chairman, Mr. Evans, members of the 

Committee, distinguished panelists and guests. It is a pleasure 

to be here today to hear the testimony of the United States Court 

of Veterans Appeals and a number of our Veterans Service 

Organization. 

I want to thank Judge Nebeker for his hard work at the Court 

of Veterans Appeals. The Court, like other entities, is faced 

with the reality of doing more with less. I understand that the 

Court is experiencing an increase in the number of appeals, and I 

am hopeful that we will be able to craft fiscally sound budget 

solution which will adequately address this issue. 

I also want to thank the Veterans Service Organizations for 

presenting their views and recommendations on the Fiscal Year 

1998 budget for Veterans Affairs. I commend you for your 

efforts in crafting the Veterans Service Organizations' 

Independent Budget. You have crafted a very good document which 

addresses major concerns of the veterans community. 

Additionally, I compliment you on your reverence for humanity and 

the unifying symbol for which you stand. There are not better 

words to describe your work than sacrifice, experience, respect, 

vision, influence, compassion and enthusiasm. 
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Many of you were present at last committee hearing in which 

Secretary Brown presented the Administration's Fiscal Year 1998 

VA Budget. As you may recall, I expressed concern about various 

aspects of the budget. I think the Independent Budget is moving 

in the right direction by recommending increased levels of 

funding for veterans health programs. While I recognize that we 

must be more fiscally responsible in tough budgetary affairs, we 

must be reasonable and equitable in the approach we take in 

dealing with health problems of our Nation's veterans. I am 

concerned about the Administration's reliance on enactment of 

certain legislative proposals to supplant appropriations. 

Additionally, I believe viable alternatives must be presented to 

address any shortcomings which may occur if the recommended 

legislative proposals falter. 

The Independent Budget also adequately points out many of 

the problems which will occur with a number of staff reductions 

in various Veterans Department agencies. Our ultimate goal must 

be to ensure that our veterans receive a high degree of care and 

service. The types of reductions contained in the 

administration's budget could seriously hamper these efforts. 

Again, I know that we must make tough fiscal choices. However, 

we must do so without putting the well-being of those who 

sacrificed their lives in jeopardy. 

As our veterans population continues to age, I am concerned 

that reductions in grants for state extended care facilities is 

reduced in the President's budget. This program is very 

important to many of our older veterans and provides them with a 
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much needed se~ice. I agree with your conclusion that the 

funding level should be increased. 

The federal budget should target additional funding for 

improving the veterans education benefit. It is critically 

important that our veterans have the necessary educational 

benefits so that they can gain beneficial skills to help them 

transition more smoothly into the work force. I agree with your 

assertion that additional funds should be targeted to the 

veterans education benefit. 

During the last Congress, we fought an uphill battle trying 

to obtain adequate levels of funding for Veterans Affairs. I 

hope we will be able to agree on an appropriate level of VA 

funding which will serve the best interests of the veterans 

population. The Independent Budget provides an additional 

blueprint from which we can glean information to develop our 

final Veterans Affairs budget. I look forward to working with 

all of you to achieve this goal. 
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Honorable Jack Quinn 
Remarks 

Hearing on the Independent Budget 
February 27, 1996 

Mr. Chairman, I am pleased we were able to reschedule 

the fiscal year 1998 budget testimony of the veterans 

service organizations. The Independent Budget is an 

important document to our deliberations on funding for VA 

programs. I would like to acknowledge the effort that 

goes into the budget and to assure them we will continue 

to use it throughout the year. 

I am very concerned that the President's budget does not 

have an increase in the GI Bill benefit level. I know that 

the Chairman and Ranking Democratic Member have sent 

a letter to the President offering to work with him to 

improve the GI Bill. I urge the President to act quickly in 

this matter. 

I am also pleased that for the first time, the Independent 

Budget addresses funding for the Veterans Employment 
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and Training Service. Job placement is the only benefit 

available to every veteran. And at a time when the 

American industrial base is in the midst of radical change, 

employment services may be the difference between a 

veteran taxpayer and a homeless veteran. 

We all know that the federal budget is tight and the 

chances of adding the six billion dollars above what the 

President has requested as suggested by the 

Independent Budget are not great. But what I will pledge 

to you is that we will work with you to make the most of 

every dollar given to the VA and VETS. As Chairman of 

the Subcommittee on Benefits I look forward to regular 

meetings with the veterans service organizations so that 

together, we can meet America's commitment to its 

veterans. 
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The Honoroble Bob Stump 
U.S. House of Representatives 
Committee on Veterans' Affairs 
335 Cannon House Office Building 
Washington, D.C. 20515 

Dear Chainnan Stump: 

514CAN ... 00I8uIL0I .... 
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12021225--431 
FAX: (202) 225--201e; 

DISTRICT OFFICE: 
310N.Mlu..SUff'f..clO 

ELPA$O,TX799Dl 
(915)534-<WOO 

FAX: (915) 534-7426 

I wish to infonn the committee that due to a family emergency I am unable to be present for 
today's hearing on the Veterans fiscal year 1998 budget. My mother took ill this past Tuesday 
evening and had to be hospitalized. Consequently, I immediately left for El Paso to attend to her 
and my family. 

Please know that under all other circumstances I would be in attendance, especially as we 
convene to review the important matters involving the Department of Veterans' Affairs budget. 
My legislative assistant will be present at the hearing and has been instructed to apprise me of the 
testimony and all other matters coming before the committee. 

Thank you for your consideration, along with that of the other members of the committee. 

Sincerely, 

~7?~ 
Silvestre Reyes 
Member of Congress 

SRlmk 
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Expected at 9:30 AM. EST 
February 27, 1997 

STATEMENT OF 
HONORABLE FRANK Q. NEBEKER 

CHIEF JUDGE, U.S. COURT OF VETERANS APPEALS 
FOR PRESENTATION BEFORE THE 

COMMITTEE ON VETERANS' AFFAIRS 
U.S. HOUSE OF REPRESENTATIVES 

FEBRUARY 27, 1997 

MISTER CHAIRMAN AND DISTINGUISHED MEMBERS OF THE COMMITTEE: 

On behalf of the Court, I appreciate the opportunity to present for your consideration 

the fiscal year (FY) 1998 budget of $9,379,804 for the United States Court of Veterans 

Appeals. 

The Court's total FY 1998 budget request contains the same dollar amount for 

personnel and operations as in the Court's FY 1997 appropriation. It also includes 

$850,804 requested by the Pro Bono Representation Program (Program), which is 121.5% 

of the $700,000 appropriated for FY 1997. The Program has provided its own supporting 

statement for its budget request. 

Last year I urged that the Pro Bono Representation Program be authorized and 

funded outside the Court's appropriation. I outlined the reasons for the Court's concerns 

with the continued inclusion of the Program's funding in the Court's appropriation. The 

Court continues to be of the view that such a funding method impermissibly links the Court 

to one class of litigants, and thereby exposes the Court to an appearance of partiality and 

a consequent erosion in the public's trust and confidence in the judicial review of veterans' 

claims. I ask again that the funding for the Program be separated from the Court's 

appropriation, not only in the budget deliberations in Congress, but in the actual budget 

enactment. 
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Notwithstanding these reservations, and consistent with Congress' direction, the Court 

is forwarding the Program's FY 1998 request for $850,804 as an appendix to the Court's 

submission and, consistent with that direction, is including that amount in the Court's total 

FY 1998 budget request. The Legal Services Corporation administers the grants for the 

Program and, according to its evaluations, the Program is working the way it should. The 

Program has provided its own supporting statement for its budget request, which, as noted, 

represents a 21.5% increase over the $700,000 appropriated for FY 1997. 

The Court has kept a flat budget by continuing a number of cost-saving measures, 

including a 25% reduction in the budget allotted for travel, with no funding requested for 

Court hearings outside Washington. Also, as I stated in my testimony last year, the Court 

now is holding its judicial conference every other year, rather than annually. This event 

focuses on continuing education for the Court's practitioners and is held locally. Of even 

more significance, the Court is requesting funding for only 79 full-time equivalent (FTE) 

positions in FY 1998 which is a voluntary reduction of 2 FTE positions from the FY 1997 

authorized FTE level, and matches the FY 1998 FTE target level recommended by the 

Office of Management and Budget in its implementation of the National Performance 

Review. The requested 79 FTE positions are required to maintain high-quality service to 

litigants seeking judicial review, particularly those who come to the Court unrepresented. 

As the Court's budget statement illustrates, in a chart the Clerk has compiled, after 

a drop in number of appeals in FY 1994, the numbers have continued to climb in FY 1995 

and FY 1996, and the upward trend seems to be continuing. The number of denials by the 

Board of Veterans' Appeals, from whose decisions the Court's appeals derive, increased 

from 6400 appeals in FY 1995 to 10,455 appeals in FY 1996. Furthermore, as noted in the 

Court's budget submission, the statistics kept by the Board of Veterans' Appeals (Board) on 

"denials" do not include Board decisions that deny some, but not all, of the benefits sought. 

The denials in such cases are also appealable to the Court. Thus, the number of pending 

cases may continue to increase at an even greater rate than is predictable as a set 

2 
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percentage of the number of full Board "denials." The percentage of unrepresented appeals 

has fallen from 80% in FY 1995 to 72% in FY 1996. However, this rate remains much 

higher than the 46% unrepresented civil appeal rate in U.S. courts of appeals. While the 

Court has, voluntarily, kept pace with the recommendations of the National Performance 

Review, which propose an 11.5% FfE reduction over six years, further reductions in staff 

may need to be re-evaluated based on the likelihood of an increased caseload and a 

percentage of pro se appellants that continues to be relatively high. 

It is my understanding that the Independent Budget Veterans Service Organizations 

(IBVSOs) have reached similar conclusions as to increasing caseload in the chapter on the 

U.S. Court of Veterans Appeals in their Independent Budget for Fiscal Year 1998. The 

IBVSOs document a presently rising caseload and oppose downsizing of the Court for that 

reason. 

On another matter, I am appending to this testimony a copy of my letter to Chairman 

Stump emphasizing the importance of passing Title II of the legislative proposal submitted 

last year to make the Court's retirement/survivor program comparable to the systems of 

other Article I Courts. As I point out in my letter, the legislative proposal was initially 

submitted in response to Congressional inquiries regarding the Court's caseload relative to 

the requisite number of judges on the Court and regarding the comparability of the Court's 

judicial retirement/survivor program. Following last year's transmittal, there was an 

increase in the number of notices of appeal filed with the Court, and a consequent increase 

in the number of pending cases. Some veterans service organizations have either opposed 

enactment of Title lor, more cautiously, favored a ''wait and see" approach to it. I am 

aware of no negative comments with regard to the largely administrative provisions of 

Title II. 

I ask for your active support in obtaining enactment of Tide II to make the Court's 

retirement/survivor program more comparable with other Article I Court programs. 

Because of Judge Hart Mankin's death in May 1996, his widow, Ruth Mankin, is now a 
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survivor under the Court's survivor annuity program. Survivors under the Court's annuity 

program are at a considerable disadvantage, over time, in comparison to the survivors of 

other deceased Article I judges covered by the Survivors' Annuity Systems enacted to 

provide such benefits to them. I ask that you take expeditious action to enact Title II, which 

is estimated to be without actuarially significant cost impact and without any appropriations 

impact. 

In conclusion, I appreciate this opportunity to present the Court's budget request for 

fiscal year 1998. On behalf of the judges and staff, I thank you for your past support and 

request your continued assistance and favorable report to the Appropriations Committee 

on our budget request. I, or those with me, will be pleased to answer any questions you may 

have. 

4 
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FACT SHEET 
UNITED STATES COURT OF VETERANS APPEALS 

• Came into being on November 18, 1988, when the Veterans' Judicial Review Act became 
effective. 

• Is a federal appellate court, created under article I of the U.S. Constitution to exercise 
judicial power of the United States and is not part of VA. 

• Is not a trial court that can hear evidence and find fact so as to grant benefits outright. 

• Is authorized to have a chief judge and six associate judges. 

• Is located at 625 Indiana Avenue, NW, in Washington, DC. 

• Began operations on October 16, 1989, when the first two associate judges were sworn In. 

• Has jurisdiction to hear appeals from final decisions of the Board ' of Veterans' Appeals 
denying claims for veterans benefits. 

• Judges of the Court are bound by Code of Conduct for United States Judges and may 
obtain advisory opinions on the application of the Code from the Judicial Conference 
Committee on Codes of Conduct. 

• Judges of the Court file financial disclosure reports with the Administrative Office of the 
U.S. Courts. 

• Judges ofthe Court are bound by the provisions of28 U.S.C. § 372{c), govemlngjudicial 
discipline and disability. See 38 U.S.C. § 7253(g). 

• The Court's budget, by statute, must be included in the budget of the President without 
review within the executive branch. See 38 U.S.C. § 7282(a). 

• May issue decisions by single judge, panel of three judges, or en banc; only three-judge 
and seven-judge decisions establish precedent binding on the Court and the VA for all 
similar cases. 

• Reviews the record for error in appealed cases to ensure BVA adherence to the 
Constitution, statutes, and OVA regulations. 

• Must, by statute, remand a case to the Board where error is found; only in a few cases does 
the Court direct grant of the benefits sought. 

• Remands about 50% of the cases decided on the merits due to Board error. 

• Has an average of over 70% of its appellants file an appeal unrepresented by counsel. 

USCVA, 2/27/97 
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STATEMENT OF 

JOHN C. BOLLINGER, DEPUTY EXECUTIVE DIRECTOR 

PARALYZED VETERANS OF AMERICA 

BEFORE THE 

HOUSE COMMITTEE ON VETERANS' AFFAIRS 

CONCERNING 

THE INDEPENDENT BUDGET 

AND THE PRESIDENT'S BUDGET REQUEST TO CONGRESS 

FOR FISCAL YEAR 1998 

FEBRUARY 27, 1997 

Mr. Chainnan, Ranking Democratic Member Evans, and members of the Committee, the 

Paralyzed Veterans of America (PV A) is honored to be here today on behalf of the Independent 

Budget to present our views on the fiscal needs of the Department of Veterans Affairs (VA) 

Health Care system. We are proud to be one of the four co-authors, along with AMVETS, the 

Disabled American Veterans, and the Veterans of Foreign Wars, of the Independent Budget. 

This year will mark the eleventh year of the Independent Budget, a budget that addresses the true 

fi scal and policy needs of the VA. This year, as in past years, PV A has utilized our expertise in 

the Medical Programs section of the Independent Budget, and it is in this area that I will address 

my remarks. 
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PV A is disheartened and dismayed over the cuts to V A medical care funding contained in the 

President's budget for fiscal year (FY) 1998, released on February 6, 1997. The President's 

budget request is the first in recent history to decrease funding for veterans' health care 

programs. The President's request of $16.959 billion is $54.6 million less than the FY 1997 

medical care budget of$17.008 billion. 

This cut in funding for V A medical care, a cut to a level that is proposed to be maintained 

through the year 2002. will come at a time when the V A faces the daunting prospect of treating 

an increasingly elderly population of veterans in need of care. In addition, this proposed cut, a 

cut only magnified by the proposed flat-lining of V A funding through the year 2002, comes 

during a time when the V A must shift already limited funding from the North and Mid-West to 

the South and Western areas of our country. 

The President's budget purports to increase funding, but only ifall the proposed legislation is 

passed by Congress, and enacted, and only if the estimates are correct. The President ' s budget 

relies upon private -sector health insurers to make up for the shortfall in funding that will occur if 

Congress grants the President 's request. The President's budget request assumes that Congress 

will pass legislation to allow the V A to retain third-party reimbursements and Medicare dollars, a 

willingness that Congress has not shown in the past. 

PV A. and the other Independent Budget co-authors, have long championed the idea of o utside 

funding sources, such as reimbursements from private insurers and reimbursements from 

Medicare. as a supplement to regular appropriations. These outside funding sources should serve 

as a supplement to regularly appropriated dollars, not as a substitute for regularly appropriated 

dollars. These supplemental monies, if indeed the President's legi slative proposals are enacted. 

must not serve as a substitute for a lack of fiscal commitment by this Nation to veterans. 

If the President's budget request is enacted without the accompanying legislative proposals, this 

request could violate the provisions of P.L. 104-262, the Veterans' Health Care Eligibility 
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Reform Act of 1996. which requires the V A to maintain its capacity and current level of services 

for specialized services, such as Spinal Cord Dysfunction medicine, as of enactment, October 9, 

1996. In fact, without enactment of the legislative proposals, the President 's request calls for a 

decrease of$18 million for the provision of rehabilitative care alone, and estimates that fewer 

patients will be treated. Even if the legislative proposals are enacted and the estimates for the 

amount of monies collected are accurate, these retentions will only equal $14 million for 

rehabi litative care. The President' s request would seem to be a violation, not only of the letter, 

but of the spirit ofP.L. 104-262. 

The Independent Budget recommends that Congress authorize a $19.59 1 billion budget for V A 

medical care. For the V A just to maintain current services, $18.044 billion would be necessary, 

an amount still substantially well above the President's request of$16.959 billion. The 

Independent Budge! recommendat ion of an additional $ 1.55 billion over the estimated current 

services level is premised upon the additional monies that will be necessary to realize the goals 

for increasing V A workload. specifically the goal of achieving a 20 percent increase in veterans' 

workload by the year 2002 , enunciated by VA Undersecretary for Health, Kenneth Kizer, M.D .. 

During the past three fiscal years the V A budget has increased, whi le workload has remained 

static. or even declined. Workload has only significantly increased in V A outpatient clinics. The 

co-authors of the independent Budget have estimated the cost of increasing workload based upon 

the system's capacity in various care seltings, For contracted services this capacity is infinite. 

V A hospitals, according to occupancy rates for current operating beds, can also handle 

significant additional workload without augmenting V A 's indirect costs (for overhead expenses, 

training. and other "constant" costs). VA's clinics and nursing homes, according to waiting lists 

and occupancy rates. are at capacity. Where V A services are at capacity, the V A must create 

new space and resources to serve veterans. This requires additional indirect costs and additional 

construction costs for building or leasing space. The Independent Budget's recommended 

medical care and construction budgets reflect these adj ustments. 
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The President has recommended $234 million for medical and prosthetic research. This 

represents an unprecedented decrease of$28 million from FY 1997. At the same time that 

funding for the National Institutes for Health (NIH) is proposed to be increased by $340 million 

there is movement afoot, especially in the Senate, to go even further by increasing NIH funding 

by 7.5 percent for FY 1998, and to double the NIH budget within five years. The Independent 

Budget recommends an appropriation of$292 million, an increase of$30 million over FY 1997. 

The Independent Budget estimates that $272 million is necessary for current services. The 

additional $20 million in the request is to make up for past shortfalls and to assist in transforming 

V A research efforts into Designated Research Areas of importance to the veteran community in 

such areas as Spinal Cord Injury research. V A research has suffered years of inadequate funding. 

If the VA is to meet its duty to veterans, and its duty as outlined in statute, then medical, 

rehabilitation, and health services research must not be forgotten. If the President ' s request is 

honored, the V A research enterprise would suffer a devastating blow directly affecting the 

present and future quality of care for veterans. 

The President' s budget requests $60 million for Medical Administration and Miscellaneous 

Operating Expenses, a decrease from the $61 million provided in FY 1997. The Independent 

Budget requests $64 million. The Independent Budget estimates that $63 million is needed to 

maintain the level of current services. The additional $1 million is needed to provide funding for 

necessary training and education. 

The V A medical system must be afforded full and adequate funding during this period of 

revolutionary changes. With the V A just beginning to operate under an eligibility reform 

environment, progression of developing efficiencies, and the possibility of attracting and 

retaining alternative funding streams, the V A will become a more cost effective care-giver. But 

this will not happen overnight. Now is not the time to slash the budget and consider the job 

done. 

4 
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The Independent Budget in the past has argued that the V A can realize efficiencies, and 

ultimately save taxpayer dollars. But with the President's request to cut funding now, cap the 

budget through 2002, and rely upon un-enacted legislative proposals to somehow "make up the 

difference" is just far too drastic. We would essentially be forced to perform surgery on the V A 

before the diagnosis is even completed. We call on Congress to provide the V A medical care 

system with full and adequate funding, funding that is essential as the V A takes its first steps 

along the road to remaking itself into a system that can meet the challenges of this decade, and 

this coming century, and can provide the best health care to veterans, health care that is efficient, 

yet does nol regard saving money at the expense of caring for veterans as its highest calling. 

We call on this Committee and this Congress 10 pass legislation allowing the V A to collect and 

retain all reimbursements and third-party payments. The V A needs these funds to supplement an 

adequate core appropriation that full y meets the needs of all veterans who were granted health 

care service by P. L. 104-262, signed by the President last year. The Independent Budget also 

supports allowing the V A to treat adult dependents of veterans who would bring their insurance 

dollars and co-payments into the system as well. We support allowing the V A to collect 

Medicare reimbursements from not otherwise eligible veterans with Medicare coverage. All of 

these "alternative funding streams" are long-standing recommendations of the Independent 

Budgel . It is certainly far from clear as to whether the V A is currently equipped or able to 

devel op the systems to collect all it should from third-parties as efficiently as it could in time for 

FY 1998 requirements. Even if the full estimate of$591 million less $123 million in 

administrative costs could be collected, this amount would still not be enough given an 

Independent Budget current level of services estimate of$18.405 billion for FY 1998. 

Additionally, while we strongly believe that VA care can provide a cost-effective benefit that can 

save the Medicare trust funds a great deal of money, it will take time for the V A and the Health 

Care Financing Administration to develop the necessary uniform pricing and billing procedures. 

These things will take time to implement and to maximize their full potential to the system. 
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The federal government must not sacrifice V A health care to untried legislative proposals purely 

to reduce federal expenditures on paper when the health, the well-being, and the lives of veterans 

arc at stake. 

Thank you for this opportunity to testify. I will be happy to answer any questions you might 

have. 

6 
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Pursuant to House Rule Xl 2(g) (4) the following infonnation is provided regarding federal grants 
and contracts: 

Fiscal Year 1995 

Department of Justice - Joint venture to produce procedures implementing the Americans with 
Disabilities Act (ADA) through certification of building codes $25,000.00 

Department of Veterans Affairs - donated space for veterans' representation $869,519.26 

Court of Veterans Appeals, administered by the Legal Services Corporation - National Veterans 
Legal Services Project $240,286. 

Fiscal Year i 996 

General Services Administration - Preparation and presentation of seminars regarding 
implementation of the Americans with Disabilities Act (ADA) $25, 000 

Federal Elections Commission - Survey accessible polling sites resulting from the enactment of the 
Voting Access for the Elderly and Handicapped Act of 1984, PL 98-435 $10,000 

Department of Veterans Affairs - donated space for veterans' representation $897,522.48 

Court of Veterans Appeals, administered by the Legal Services Corporation - National Veterans 
Legal Services Program $200,965 . 

F iscal Year 1997 

Architectural and Transportation Barriers Compliance Board (ATBCB) - Develop illustrations for 
an Americans with Disabilities Act (ADA) technical compliance manual $10,000 

Department of Veterans Affairs - donated space for veterans' representation $224,380.62 (as of 
12/31) 

Court of Veterans Appeals, administered by the Legal Services Corporation - National Veterans 
Legal Services Program $37,125 (as of 12/31). 
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John Bollinger 
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Fort Washington, MD 

Paralyzed Veterans of America 
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Board Member - National Spinal Cord Injury Hotline 
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Mr. Chainnan, I am Colonel Michael E. Naylon, National Executive Director of 
AMVETS, The American Veterans of World War II, Korea and Vietnam. We are 
grateful to you and the committee for this opportunity to testify before you today. 
Neither AMVETS, nor myself, have received any federal grants or contracts during 
FY97 or in the previous two fiscal years. 

We view the Independent Budget as a factual analysis of the realistic funding 
required by the Department of Veterans Affairs to adequately carry out the many 
roles and missions designed to meet the needs of America's veterans. We urge this 
committee, the Congress and the administration to support the VA's efforts at 
reorganization and refocusing of it's health care delivery system by sparing the 
agency, and the veteran, from unreasonable reductions in order to balance the 
budget. 

AMVETS' testimony today primarily addresses the National Cemetery System 
(NCS). America's National Cemetery System (NCS) has a long and proud history 
of service to America's veterans and their families. Many of the individual 
cemeteries within the system are steeped in historical memorabilia which represents 
the very foundation of these United States. The National Cemetery System, its 
land, its monuments, and the historical intennents within are a national treasure that 
must be protected, maintained, and nurtured. 

Unfortunately, despite NCS's continued high standard of service and despite a true 
need to protect and nurture this national treasure, and despite the administration's 
proposal for a $7 million increase in budget authority over FY 97 levels, we feel 
the system has been and continues to be under funded. The current and future 
requirements of NCS are simply not being adequately funded to meet the current 
or anticipated demands. 

The System 
The National Cemetery System (NCS) assumed its current posture as an 
independent benefit provider within the Department of Veterans Affairs pursuant 
to Public Law 93-43. Its mission is to provide deceased veterans and deceased 
active duty members of the armed forces, their spouses and certain dependents a 
last resting place of dignity based on their service to this country. For over 100 
years, NCS has perfonned this mission and to date maintains some 2, 148,000 
gravesites for veterans and their dependents. 

Veterans Service Organizations are concerned with the future of NCS due to the 
depletion of gravesites available in many of its cemeteries. While some facilities 
are able to accept the remains of those who chose cremation, the facts are as 
follows: 

Currently only 57 of the 114 (or 50 percent) national cemeteries 
remain open with burial plots. 

By the year 2000, it is projected that only 53 cemeteries will be 
accepting full casket first intennents. 

During fiscal year 1996, NCS had approximately 360,000 gravesites 
available (that is 27,500 less than FYI995), with the ability to add 1.6 
million additional grave sites on undeveloped land. 

2 
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As the veteran population ages, the workload of the NCS will continue to increase 
in all program areas. Based on the 1990 census, annual veteran deaths are expected 
to peak at 620,000 in 2008. Given the current and projected death rates in the 
veteran population, NCS' capability will fall far short of requirements to provide 
burial spaces for those veterans who seek burial in a national cemetery. A veterans 
right to burial in a national cemetery was affirmed by public law 93-43, The 
National Cemeteries Act of 1973. We ask you, the lawmakers, to ensure that the 
dictates of that law are met, and that burial space is available for those veterans 
who request it. 

It should be noted that historically only about 10"10 of eligible veterans seek 
interment in a NCS facility. Despite this seemingly low demand rate, if funding is 
not forthcoming for new acquisitions and development of existing land, the legal 
entitlement will be an empty promise, as veterans are denied access based on non­
availability. 

The non-availability of NCS burial sites is compounded when geographical 
limitations are considered. An example of geographical limitations is illustrated by 
the veteran and his family who live in San Francisco, California. The nearest 
available burial space for that veteran is available at San Jocuquin Valley, 
approximately 100 miles east of San Francisco. We, the authors of the IB continue 
to feel it practicable that every veteran have the availability of burial space in a 
national cemetery or state-supported veterans cemetery within 7S miles of his or her 
home. 

On a more positive note is the projected opening of the new national cemeteries in 
Dallas, Chicago and Albany. Here again, the need for $1.8 million activation 
monies is paramount in FY 1998. The IB also lauds the expansion of the Ft. Sam 
Houston and Arizona National Cemeteries. The projected funding of $9.4 million 
for Fort Sam Houston and $9.1 million for Arizona will provide burial space for 
veterans in Texas and Arizona for several decades to come. 

Nes Shortfalls 
Prior IB's have been complimentary of NCS's management in spite of the budget 
shortfall and understaffmg they continue to incur. We may only hope they are able 
to meet future challenges as they face a shortfall of 276 FTEEs (Full Time 
Employee Equivalents) in fiscal year 1998. NCS has, for too many years, been 
forced to delay new equipment purchases and maintenance and repair projects, 
making it difficult to provide basic services at an acceptable level. NCS anticipated 
that by the end of fiscal year 1994 their equipment replacement backlog would be 
$4.8 million. Now, three years later, NCS is looking at an estimated backlog in 
obsolete equipment and equipment in need of repair of $6.5 million by the end of 
fiscal year 1997. This equipment maintenance backlog shortfall of FY 97 is a 35% 
increase in three short years. The problem continues to compound, and worsen. 
Less dollars, more deadline equipment, less efficient work, less service to veterans. 

Secondary Missions 
The state grant program for veterans cemeteries continues to provide a cost­
effective alternative in providing burial space for veterans. The IBVSO's are 
pleased that in FY 1996 NCS provided grants to 11 states totaling $7.5 million. 
One way to ensure that veterans are provided a dignified burial is to ensure 
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adequate funding of the grants program. We recommend that VA provide at least 
$5 million additional in such grants in fiscal year 1998. 

NCS is projecting that they will process 351 ,000 applications for headstones or 
markers during fiscal year 1998. This, coupled with an estimated request for 
250,000 Presidential Memorial Certificates, substantiates the need for improved 
ADP equipment. 

ADP improvements, equipment backlogs on repair, maintenance, new equipment, 
staff position shortfalls, new and expanded facilities for burials, and the 
preservation of a national treasure, all require proper funding. The funding comes 
from the Congress and the Administration. When the veteran was asked to serve, 
he and she did so willingly, immediately, with pride, and without question. When 
the veteran or hislher family comes to the NCS to ask for his final entitlement, a 
dignified burial space, NCS should have the resources to provide that space 
willingly, immediately, with pride and without question. Not "sorry, no vacancy." 
The Congress and the president documented, in Public Law 93-43, the American 
peoples' wish that a veteran be provided a dignified last resting place. The only 
way to ensure that happening is for Congress to authorize and appropriate the 
needed resources. 

1herefore our recommendations are: 

V A should add at least 60 more FTEEs over the 1997 level to cover 
incremental workload increases and maintain current services. Although 60 
FTEEs are required just to maintain the current line of services, it is 
important for you to note that there is still a shortfall of nearly 270 FTEEs. 

V A should provide at least an additional $4 million in funding to reduce 
equipment backlog. 

The IBVSO's again ask VA to begin a feasibility study to promote a second 
national cemetery to ease the demand for space at Arlington National 
Cemetery. While the IBVSOs understand that it is not possible to duplicate 
the national appeal of Arlington, the V A should pursue a second site of 
national significance properly promoted and placed. Ft. Myer and Henderson 
Hall offer potential land mass for expansion of Arlington, as an alternative 
to this recommendation. 

VA should aggressively pursue an open cemetery in each state. 

VA should actively expand existing national cemeteries wherever possible. 

V A should recommit to a policy of an open national cemetery within 75 
miles of 75 percent of America' veterans. 

V A should seek relief from historic preservation requirements at NCS 
facilities wherever appropriate. 
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These recommendations cost out at approximately $85,550,000 which represents a 
$1,367,000 increase over the FY98 VA budget request of $84,183,000. 

Mr. Chairman this concludes my statement. 
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MR. CHAIRMAN AND MEMBERS OF THE COMMIITEE: 

Once again, the VFW is proud to be a co-author of the veterans' Independent Budge/. 
As in the past, our contribution lies in the construction portion of this document. Therefore, 
this statement by the VFW will concentrate on VA's construction program. 

Most VA construction activities are funded through the Major Construction 
appropriation, which finances projects costing $3 million or more, or the Minor Construction 
appropriation, which pays for smaller projects. A third appropriation finances the Parking 
Garage Revolving Fund. Veterans Health Administration (VHA) construction accounts for 
most expenditures within all three appropriations. VA also provides grants for constructing 
state extended-care facilities and state veterans' cemeteries. 

The creation of VA's Veterans Integrated Service Network (VISN) comes at a time 
when Congressional appropria!ions for major construction as well as appropriations for minor 
construction will be minimal. As VISNs reconfigure programs and shift resources in an effort 
to attain efficiently integrated networks, the risk of local shortages in service capacity are 
increased. Therefore , it is critical that VA officials, particularly VISN directors, have maximum 
flexibility to use construction funds to ensure veterans' optimal access to a full range of 
services. 

VA must continue to plan for a health care delivery system that corresponds to state 
and private-sector reforms. Perhaps the most difficult problem VA faces in its construction 
activities is coordinating facility mission and program planning. VHA is retooling the facility 
development program (FDP) to work within a network environment. Once it understands each 
facility's program mission, VA should be able to examine a network area's demand and assess 
how well the area's facilities meet this demand. This will allow VA to begin to capitalize on 
intra-network sharing opportunities and allocate resources to the Department's and its patients' 
advantage. FDP has yet to incorporate inter- or intra-network utilization patterns or other 
sharing opportunities into its construction planning . When determining catchment area service 
needs, VA models must consider the potential of other community health service providers to 
meet veterans' needs and work with them to coordinate services most efficiently. 

Priorities for the Fiscal Year 1998 Budget 
The IBVSOs believe that VA's construction program should emphasize expanding 

primary care access, making facilities more modern and attractive, and increasing long-term 
care capacity in non-institutional and institutional settings. The need for enhanced outpatient 
and extended-care facilities and infra-structure improvements has replaced the need for 
additional hospital beds. Unfortunately, many renovation projects are threatened because 
costs will exceed the Minor Construction project ceiling of $3 million. The IB authors 
recommend the $3 million ceiling be annually adjusted for inflation . 

Prompt expansion of VA's ambulatory care program is crucial if VA is to be an effective 
care provider. VHA must move as much of its inpatient workload to ambulatory care settings 
as is appropriate and indications are that this is being done. In 1996, VA increased outpatient 
visits while at the same time closed hospital beds. However, with this shift to outpatient care, 
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clinics currently in operation cannot ensure all veterans have accessible care. VHA must open 
more clinics in areas convenient to veterans, and it must begin extensive primary care 
outreach through more remote and satellite clinics during this fiscal year and in FY 1998. It 
should place some primary care clinics contiguous to or within veterans' outreach centers (or 
vet centers). This can be accomplished by leasing, through sharing agreements, or by 
contracting for services as these are quicker, less expensive alternatives to new construction. 
If a veteran user population is small and far from a VA facility, VA should contract with local 
providers to make care accessible to those veterans at reasonable cost. VA must ensure that 
these providers meet or exceed VA performance standards and have information systems that 
can directly interface with VA's. Wherever possible VA should maintain operational control 
over local clinics, to maintain its identity as a provider for veterans and maximize veterans' 
access to providers who can best meet their special health care needs. Although the IBVSOs 
support creating private sector points of entry into the system to meet the needs of veterans 
remote to VA services, we do not support mainstreaming the system. 

To continue to make its unique contributions to the U.S. health care system, VA must 
provide services in accessible, attractive, and modern care venues. VA has targeted infra­
structure needs, such as ensuring patient privacy with telephones for each patient room and 
private or semi-private bathrooms, as necessary improvements. The IBVSOs believe that this 
is commendable, but population need and facility mission must determine priorities for 
remodeling. Not all facilities have the same need for patient privatization, so it should not be 
a fixed priority system-wide. 

Long-Term Care 
The aging veteran population can be expected to place demands on the system that 

will require rapid expansion of VA long-term care alternatives. Gaps in the care continuum 
force many veterans into nursing homes prematurely. VA must increase access to community 
and home-based alternatives for long-term care. In addition, VA must begin to develop 
additional alternatives to institutional long-term care, such as assisted-living facilities that 
maximize residents' independence and are less expensive. 

A need for increased institutional long-term care also exists. Since the remodeling 
necessary to convert hospital beds to nursing home care beds can be less expensive than 
new nursing home construction, VA should convert unused inpatient hospital beds to increase 
nursing home bed capacity whenever feasible. Other less expensive alternatives should 
include expanding the state veterans home program and the purchase and conversion of 
appropriate private-sector community hospitals and DOD facilities vacated due to health care 
industry downsizing. 

VA Management Initiatives 
In recent years, VA significantly reorganized its construction program to streamline 

operations and to promote a customer service philosophy. In keeping with this philosophy, 
VA's Office of Facilities Management (FM) worked with the VSOs to address Independent 
Budget recommendations for program improvement. Through this process, FM has set cost­
efficiency goals in the areas of seismic and hazard mitigation standards, barrier free design, 
and facility service life. VA's initiative is encouraging, and the joint effort should serve as a 
model for resolving medical facility planning issues. 

FM has decentralized authority and is focusing on serving its customers in the field. 
Delegation of authority significantly reduces FM's workload and enables VA to be more 
responsive to local needs. As a result, VISN directors have more flexibility to initiate infra­
structure changes that will allow them to integrate services within their network. The IBVSOs 
support these changes, which closely mirror initiatives in the Vice President's National 
Performance Review. However, VA should take steps to ensure that uniform standards, which 
are necessary to manage a national system of health care facilities, are maintained. Support 
and enhancement of FM's Facilities Quality Office's standards service would help ensure a 
uniform approach to national system management. 

During the fiscal year 1996 reorganization, some planning functions returned to FM. 
However, implementing network-based facility planning and adjusting the facility sizing model 
that prioritizes bed and inpatient care rest with the Office of Policy, Planning and Performance 
(OPPP). This separation of planning functions could lead to conflicting decisions on projects, 
equipment, or budget issues. While it is too early to determine if the planning realignments 
and staff reductions have adversely affected project delivery, this should be monitored. 
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With the decentralization of construction authority, it is critical that a mechanism for 
stakeholders such as the veteran service organizations be established that would permit early 
participation in the planning and design process of new construction projects, particularly 
minor construction projects for which there will likely be no central office oversight. In light of 
reductions in FM's staff, the IBVSOs strongly urge VA to implement such a protocol to allow 
local involvement of stakeholders and provide a mechanism of accountability. 

The Office of Facilities Management currently supervises nearly 100 major construction 
projects across the VA with a total dollar value of $2.7 billion. To manage these projects, FM 
uses multi-disciplinary teams composed of project managers, architects, engineers, and 
resident engineers stationed at the construction site. During the past year, in response to the 
Headquarter's reduction-in-force, FM has expanded its use of contracts with architectural and 
engineering consulting firms to secure much of the technical support required for construction 
management and oversight. In addition, FM's four project delivery teams serving VHA have 
been consolidated to three teams. A single team continues to support the major construction 
needs of Veterans Benefits Administration and an expanding construction program for the 
National Cemetery System. 

FM has sustained reductions in staff in fiscal year 1996 leaving 170 FTEEs to staff 
operations. While efficiencies gained from staff reductions are encouraged, the IBVSOs 
believe VA should exercise caution not to reduce staff to a level that jeopardizes research and 
development of strong facility standards. 

As construction requirements of the Veterans Health Administration change from a 
need for large inpatient facilities to smaller, community-based outpatient clinics that support 
VHA's needed shift to outpatient care, FM has adopted and greatly expanded the use of 
alternative construction delivery methods. These include: design-build, use of construction 
management firms, purchase and hire methods, and contracts with architectural and 
engineering firms. FM's resident engineers also are increasingly used to assist medical 
centers with delegated major projects and minor projects as well as to support large lease and 
enhanced-use activities. 

Customer Service 
The Office of Facilities Management states an abiding commitment to customer service. 

To honor this commitment, FM is providing a new array of services to the Networ1<s, medical 
centers and non-VHA customers. 

Each of FM's product lines, i.e., major construction , leasing, construction information 
services, asset and enterprise development, and consulting support now use customer 
surveys to assess satisfaction with services provided. Customer service standards are in 
development. In addition, employee's performance plans were revised to contain a 
heightened emphasis on customer service and specific training was completed to promote 
behaviors supportive of a customer-focused organization. 

FM's Consulting Support Office continues to provide assistance to field facilities. 
During the past year this FM team provided over 700 architectural and engineering "consult 
and solve" episodes to more than 120 medical centers. In addition, the group participated in 
technical assessments of properties of interest to the VA including: the Mather Air Force 
Hospital and the American River Hospital in Sacramento, CA; Griffis Hospital in Albany, NY; 
and the Fitzsimmons Army Hospital in Denver, CO. 

During the past year FM expanded the use of electronic technology. In Maya 
comprehensive home page was installed on the world-wide web, making FM the first VHA 
headquarters element to make this technology available to its customers . Anyone with 
Internet access can query this site to get information related to FM's activities. The home 
page was cited by the American Institute of Architects as a model for Federal agencies with 
design and construction programs. In addition, FM doubled the size of its electronic 
Technical Information Library to make added information available to facility engineers. New 
products focus on supporting VA's shift from a hospital based system to a primary care 
environment. 

Streamlining Operations 
Medical administration executives consider most facilities that require more than five 

years from design to move-in to be obsolete on activation. The fiscal year 1995 budget 
request incorporated a new process, Expedited Project Delivery, which enables the design 
team to work without interruption. When fully implemented, this should reduce Major 
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Construction project development time by two years . The IBVSOs support VA's efforts to 
reduce the design-to-move-in time line to five years or fewer. Such a reduction will save funds 
and better serve veterans. 

FM has continued to streamline VA's design and construction standards and 
benchmark them for quality and cost effectiveness against those used by the Army Corps of 
Engineers and organizations in the private sector such as Kaiser Permanente. Based on this 
accomplishment and the development of a new system to manage change orders, FM was 
awarded the prestigious Vice-President's Hammer Award in 1996. VA has also developed 
voluntary guidelines, which replace many previously mandatory VA design and construction 
requirements. In addition, standards are available electronically nationwide, permitting more 
timely dissemination of updates. 

The IBVSOs applaud these efforts and urge VA to continue to adopt private-sector 
business practices in its construction programs. VA must continually assess its design 
process, to eliminate duplicative project review and approval. It can then direct cost savings to 
other VA functions. 

In June 1996, a new Claims and Risk Management Office was established in FM. This 
new office pulls together individuals with experience in claims analysis, risk management, 
project scheduling and in providing training in these areas. Since this office was activated it 
has provided training in claims avoidance, prevention and risk management to network and 
medical center staff, and resident engineers. It implemented a new Critical Path Method 
scheduling package and project schedule updating process that will improve efficiency and 
response times on construction projects at reduced cos\. The office also provides expert 
claims analysis and litigation support to the Office of the General Counsel. 

VA must still implement a seamless time line from facility design to construction. 
Customarily, VA begins facility planning and design with minimal funding. Congress's funding 
of these projects has been intermittent, causing delays in construction. The IBVSOs 
recommend that, once Congress authorizes a major project, VA should receive multi-year 
budget authority for the project's total cost, to preclude delays. This includes approving use of 
design funds as early as possible. Congress should also guarantee activation funds for staff 
and equipment once the project is complete. 

Expanded Leasing Authority 
VA has continued to delegate leasing authority to the Networks and medical centers 

through the "Simplified Lease Acquisition Process" and the "Delegated Authority to Negotiate 
Leases." To prepare field personnel for acceptance of this additional responsibility a national 
lease training program was completed in the Summer of 1996. 

The IBVSOs applaud such efforts . Expedited lease acquisition provides facility 
directors greater flexibility and control in meeting their patients' needs for accessible 
ambulatory care. Leasing space during initial site inspection, rather than delaying the process 
through formal solicitation of offers, also enable VA facility directors to respond expediently to 
local market conditions. 

VAMC directors now have the authority to grant certain leases, licenses, and permits, 
which allow temporary non-VA use of vacant buildings and land. The directive provides 
directors with authority to execute leases (for up to three years) and grant licenses and permits 
(for up to five years) without Central Office approval. This authority enhances VAMC directors' 
ability to work within the communities in which they serve. 

The Office of Facilities Management has greatly expanded the use of VA's enhanced­
use leasing authority making it an aggressive asset management tool. The program gives VA 
leverage in managing capital assets to acquire needed services, facilities, and goods while 
allowing VA to convert under-used property into productive assets. 

The Enhanced-Use Leasing authority allows VA property (buildings or land) to be made 
available to public or private entities through a long-term (up to 35 years) lease in exchange 
for "fair consideration". The authority allows VA or non-VA activities that are compatible with 
VA's mission to be conducted on the leased property. As "fair consideration" for the lease, VA 
can obtain free or reduced cost facilities, space, services, cash payments, or "in-kind" 
consideration. This program allows VA to meet facility and service needs that it cannot 
accommodate within its budget priorities. Caution should be exercised, however, so that 
enhanced use projects make sense in the context of VA development plans. 
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Over 80 enhanced-use projects are now ongoing or planned that focus on diverse 
efforts such as acquiring outpatient facilities, and developing senior housing and assisted 
living facilities. One such project, in Murfreesboro, Tennessee, proposes to lease its unused 
property to a firm with the purpose of developing a Continuous Care Retirement Center or an 
Assisted Living Center for aged veterans, their spouses, and other non-veteran users. In 
exchange for a long-term, no-cost lease, the developer would finance, construct, operate and 
maintain the center for the term of the lease. The VAMC would offer a number of services and 
in exchange receive an enhancement in the way of services, space, facilities and/or discounts 
for veteran users and their spouses. 

An example of how enhanced-use leasing can supplement VHA funding streams is the 
strategic alliance with the State of Indiana. This project resulted in a long-term lease of the 
VAMC Indianapolis Cold Spring Division for a rental consideration of $15.6 million to be held in 
trust for VA developmental uses. 

The IBVSOs strongly support permanent legislative authority for VA's enhanced-use 
leasing program (currently to expire December 31, 1997) and eliminating the five-projects-per­
year limitation. The Enhanced-Use leasing program is critical to rapidly achieving VA's 
restructuring goals. 

Independent Budget Funding Recommendations for Fiscal Year 1998 
The IBVSOs believe that VA should use a balanced mix of the facility development 

options available to meet veterans needs. These include major and minor construction, 
leasing, and expanding the use of the enhanced-use authority. VA cannot effectively change 
from an inpatient focused system to a managed care outpatient system without continued 
improvements in the system's infra-structure. Existing hospitals are aging and were not 
designed to accommodate modem methods of health care delivery. A progressive needs 
based construction program is vital to ensuring necessary facility changes. In addition, leasing 
provides a flexible opportunity to increase points of access for veterans into the system in an 
expeditious way. Further, the enhanced-use leasing program has proven to be an effective 
vehicle to leverage VA resources with the private sector to benefit veterans without Significant 
capital commitment by VA. 

Major Construction 
The Independent Budget recommends a $391.5 million Major Construction 

appropriation for fiscal year 1998. less funding in fiscal year 1998 would be catastrophic, 
given the extended replacement cycle for facilities, rapidly changing clinical requirements, and 
the existing plant's age. 

Replacement and modernization costs comprise much of the Major Construction 
budget. The Independent Budget co-authors believe that VA must consider acquisition and 
conversion projects as alternatives to new construction. Facilities available for acquisition 
offer VA opportunities to realize substantial savings and activate beds more quickly than 
"ground-up" construction projects would. VA is, in fact, doing this in some places. 

When VA acquires facilities, it needs funds to make them accessible to people with 
disabilities and to improve infra-structure. The IBVSOs recommend that established priorities 
dictate replacement and modernization projects that provide natural hazard mitigation and 
modernize and upgrade the physical plant. Those priorities should carefully assess veterans' 
needs and the probable effect of changes in local health care markets on the need for facilities 
missions conversions. 

Most of the Independent Budget recommendation pertains to leases for outpatient 
clinics and nursing homes. In these uncertain times, the Independent Budget co-authors 
believe that leasing is a viable alternative to new construction. leasing offers an affordable. 
expedient, and flexible solution to VA's immediate need for outpatient and nursing home 
capacity. The IBVSOs are encouraged by VA facility directors' expanded leasing authority. 
The Independent Budget funding recommendation accommodates the annual cost of leasing 
seven nursing homes and annual leasing costs for 24 outpatient clinics. Funding for leased 
clinics complements other Independent Budget recommendations to enhance ambulatory 
care, which include increasing its in-house capacity and offering VA care in remote community 
sellings such as vet centers. 

The Independent Budget co-authors recommend that some new construction 
complement leasing and bed conversions, to increase available VA-operated beds for nursing 
home care. Indeed, the aging veteran population needs more nursing home beds through the 
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1990s. The Independent Budget Major Construction budget includes funding for one new 
nursing home. VA must also immediately enter into new enhanced-use leases for nursing 
home beds. This effort, however, will alleviate only some of the actual need for nursing home 
beds. VA must pursue the IBVSOs' strategy for making nursing home beds available to 
veterans. 

The Independent Budget Major Construction proposal includes funding to acquire land 
for national cemeteries in states that have no available grave sites. Currently 12 states lack a 
national cemetery. The IBVSOs recommend that VA construct two new national cemeteries 
annually until the National Cemetery System meets the previously stated goal of at least one 
open cemetery in each state. 

Minor Construction 
The fiscal year 1998 Independent Budget recommends a $299.9 million appropriation 

for Minor Construction, which funds smaller facility construction projects. The Independent 
Budgefs fiscal year 1998 recommendation significantly exceeds the fiscal year 1997 
appropriation. The increment requested reflects the IBVSO's growing concern about VA 
facilities ' urgent need for update and repair. 

Most VA facilities were constructed during the 1950s, and updating and repair needs 
are increasing rapidly. Earlier appropriations have fallen far short of addressing these needs. 
Needs for repairs, beautification, installment of amenities (such as phone lines), and mission 
conversions should be system-wide priorities, if VA medical centers are to operate 
successfully in today's health care environment. Of the total Minor Construction appropriation, 
Congress should allocate $250 million to these types of projects. Within the allocation, VA 
should purchase residential sites for compensated work therapy programs. The "Medical 
Care" section, addresses the need for compensated work therapy programs. 

VA should use approximately $1 million of the Minor Construction account to convert 
unused and unneeded hospital beds to nursing home care. The National Institute of Building 
Standards (NIBS) found that remodeling hospital beds to nursing home beds can be less 
expensive than new construction. Accordingly, the Independent Budget co-authors emphasize 
conversion as the principal means to make nursing home care available to veterans. VA 
converted 80 beds in fiscal year 1996 and plans to convert an additional 245 beds between FY 
1997 and 2000. The IBVSOs recommend that VA convert the beds it planned for fiscal year 
1997 and convert six, 30-bed wards in fiscal year 1998. While this strategy represents a 
tremendous conversion rate, it is the only way VA can keep pace with the demands of the 
aging veteran community. 

VA's initiative to develop additional temporary housing and residential care capacities to 
accommodate patients needing housing but not acute hospital care while undergoing 
diagnostic evaluation or treatment must be supported. These types of projects , along with 
senior housing and assisted living may be best addressed with the Enhanced-Use Leasing 
program. 

The fiscal year 1998 Independent Budget recommends $49 million for existing National 
Cemetery System construction projects. 

Paricing Garage Revolving Fund 
The fiscal year 1998 Independent Budget recommends a $1 .5 million allocation to this 

fund , which finances VA facility parking garage construction and operation. Reasonable 
parking access is essential to patient care. If VA is to compete, veterans need access to 
parking reasonably near medical facilities. Eventually, parking garage revenues should pay 
for new projects. Because few revenue-producing projects currently exist, VA needs limited 
new appropriations. Future funding requirements should diminish. 

VA should promote private-sector construction of parking garages through the 
Enhanced-Use Leasing program. Enhanced-use agreements would allow VA to provide 
accessible parking to its patients and their families without incurring enormous construction 
costs. The IBVSOs encourage VA to investigate further utilization of this program to build 
parking garages where needed. 

Grants for the Construction of State Extended Care Facilities 
The state home program greatly enhances VA's extended care workload capacity. At 

present, there are 83 state homes in 41 states. This appropriation provides grants to help 

-6-
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states acquire or construct state domiciliary and nursing homes for veterans. It also provides 
grants to expand, remodel, or alter existing facilities, including state home hospital facilities. 

The Grants to State Extended Care Facilities benefit both the states and VA. States 
benefrt by receiving Federal money to add nursing home capacity for state residents who have 
dual eligibility for VA and state programs, such as Medicaid. Under these grants, states are 
responsible for at least 35 percent of nursing home construction costs. States pay at least 50 
percent of treatment costs, which they reimburse on a per diem basis; VA also pays a portion 
of the per diem cost. States may also retain some of veterans' SOCial Security incomes to 
cover their shares of operating costs. 

Congress should encourage and fund Grants for the Construction of State Extended 
Care Facilities wherever states will participate. For fiscal year 1998, the Independent Budget 
recommends an $80 million appropriation for these grants. This appropriation will fund all 
state applications for state home programs. The IBVSOs believe this is particularly important 
with impending block grants and cuts in federal funds to states. 

Grants for the Construction of State Veterans' Cemeteries 
This program makes grants to states to help them establish or improve state-owned 

veterans' cemeteries. VA anticipates that it will need $2.5 million to fund program 
requirements in fiscal year 1998. 

Grants to the Republic of the Philippines 
Grants to the Republic of the Philippines help to replace and upgrade medical 

equipment and rehabilitate physical plants and facilities. The Veterans' Memorial Medical 
Center at Manila provides care to U.S. veterans. The facility is now more than 40 years old , 
so replacement and rehabilitation are major needs. The IBVSOs recommend a grant of 
$500,000 for FY 1998. 

This concludes my testimony and I will be happy to respond to any questions you may 
have. 

-7-
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STATEMENT OF 
DAVID W. GORMAN 

EXECUTIVE DIRECTOR, WASHINGTON HEADQUARTERS 
OF THE 

DISABLED AMERICAN VETERANS 
BEFORE THE 

HOUSE COMMITTEE ON VETERANS AFFAIRS 
FEBRUARY 27,1997 

Mr. Cha innan and Members of the Committee: 

On behalf of the more than one million members of the Disabled American Veterans 
(DA V) and its Women 's Auxiliary, I am pleased to present DAV' s views on the President's 
fiscal year (FY) 1998 budget request for the Department of Veterans Affairs (VA). 

As you know, the combined views of DA V, AMVETS, PV A, and VFW are provided in 
the Independent Budget (lB) we publish each year. The co-authors of the IB appreciate the 
recognition our views have received from this Committee in the past. We hope our analyses of 
VA 's funding needs wi ll be helpful to you. We believe our recommendations accurately reflect 
the resources necessary to enable V A to provide an acceptable level of benefits and services for 
our Nation 's 26 million veterans and their dependents and survivors. 

Because DA V has primary responsibility for the "Benefit Programs" and "General 
Operating Expenses" (GOE) sections of the lB. our testimony will primarily focus on these two 
areas. 

THE PRESIDENT'S BUDGET 

Of the $41 I bi llion budget authority the Administration requests for VA, $22.4 billion is 
for benefit programs. Included in the budget is a proposal to provide a cost-of- li v ing adjustment 
(COLA). estimated at 2.7%. for compensation and Dependency and Indemnity Compensation 
(DlC). 

The Administration's budget proposes to make penn anent several Omnibus Budget 
Reconciliation Act (OBRA) provisions to achieve cost·savings in benefit programs: 

• Pennanently round down the COLA for all compensation benefits. 
• Pennanently lir ,it the monthly pension rate to $90 for beneficiaries in Medicaid­

funded nursing home care. 
• Permanently authorize VA to match pensioners' reported income with their Internal 

Revenue Service (IRS) and Social Security Administration (SSA) income records to 
identify unreported income and consequent overpayments of pension. 

• Make pennanent the current 0.75% increase in the fee collected from veterans on no­
down payment V A guaranteed loans. 

• Make penn anent the current provision allowing inclusion of the expected resale loss in 
the net value calculation (" no-bid" fonmula) for home loans. 

• Make pennanent the current authority 10 charge a 3% fee for multiple-use home loans 
with less than 5% downpayment. 

The Administration's budget proposes cost·savings through four other legislat ive changes 
in the benefit programs: 

• Amend the law to prohibit service connection for certain di sabilities and deaths related 
to smoking. 

• Repeal the restriction in current law that prohibits, in cases non-judicial foreclosure, 
collection of loan guaranty debts from Federal salaries and Federal income tax 
refunds. 
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• Pennanently extend V A's certificate guaranty authority for vendee loans under 38 
U.S.c. § 372O(h). 

• Increase the vendee funding fee from I % to 2.25%. 

The budget also proposes legislation to extend authority for direct home loans to Native 
Americans living on trust lands. 

Under the Administration' s budget, the Veterans Benefits Administration (VBA) would 
lose 543 FTE (full-time employee(s) or equivalent(s)) from the FY 1997 level, reducing the total 
from 11,943 to 11,400. In General Administration, there would be an FTE reduction of71, to 
2,292 from 2,363. The reduction in VBA's FTE is to be offset by increased operational 
efficiency and the impact of various restructuring initiatives designed to improve service to 
veterans and reduce the overall costs of operation in the future. VBA projects that it will continue 
its trend of improving its claims processing timeliness and reducing its case backlog in FY 1998. 
The Board of Veterans ' Appeals (BVA or Board) would be authorized 494 FTE for FY 1998, a 
reduction of 6 FTE from the 500 authorized in FY 1997. 

For medical care, the Administrationrequests $17.6 billion in budgetary resources, a 
$536 million increase over the FY 1997 appropriation. This amount would include an 
appropriation 0[$16.959 billion, $468 million retained from third-part)' collections, $68 million 
reimbursement from VBA for rating examinations, and $78 million from sharing and other 
reimbursements. This assumes legislation allowing V A to retain third-party coliections of $591 
million minus $123 million for the administrative costs for collection. Employment in the 
Veterans Health Administration (VHA) will decrease by 2,135 to 190,835 FTE. With these 
resources VHA expects to provide care to 3.1 million unique patients, an increase of 134,914 
over FY 1997. Through increased efficiency and with Medicare subvention, VHA's 5-year plan, 
beginning with FY 1998, includes the goal of reducing the per-patient health care cost by 30%, 
serving 20% more veterans. and increasing the portion of the operating budget obtained from 
nonappropriated sources to 10%. 

For cost-savings in the medical programs, the Administration' s budget would 
pennanently extend three expiring OBRA provisions: 

• Authority to collect a $2.00 pharmacy copayment for certain prescriptions and a $5.00 
and $10.00 per diem charge for certain nursing home and hospital care. 

• Authority to verify income, for medical care purposes, through the IRS and SSA. 
• Authority to collect from insurance companies the costs of health care provided to 

service-connected veterans for nonservice-connected conditions. 

A total of$79.5 million is requested for major construction. Funds are included for 
structural corrections to the Memphis, Tennessee. Medical Center to meet current seismic 
standards, beginning development of a new cemetery at Cleveland, Ohio, expansion of the 
cemetery at Fort Sam Houston, Texas. and additional gravesite development at the National 
Memorial Cemetery of Arizona. 

For various minor construction projects, $166.3 million is requested. The 
Administration's budget also proposes legislation to change the definitions of minor and major 
construction to raise the minor construction range from $300,000 to a $500,000 maximum. 

The request for the National Cemetery System is $84.2 million, an increase of$7.3 
million. Fifty-two additional FTE are requested. The Administration is proposing legislation to 
change the V A role in the cemetery program. Under the proposed plan, V A would discontinue 
construction of new VA cemeteries after the addition of the Cleveland cemetery. It would make 
the grant program for construction of state cemeteries more attractive by increasing the Federal 
share of the construction costs from 50% to 100% and by making initial equipment costs eligible 
for up to 100% of funding by Federal grant. Thereafter, states would be responsible for the 
operation expenses. 
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The DA V appreciates Secretary Brown's continuing advocacy for veterans as seen here in 
his efforts to obtain a budget that will allow V A to continue to meet its obligations to this 
Nation's veterans. The DAV appreciates the Administration's proposal to provide a COLA for 
compensation and Die. This COLA will offset against the increase in the cost of living incurred 
by disabled veterans and DIC recipients whose buying power would otherwise be diminished. 

However, the DA V opposes the proposal to permanently round down the COLAs. With 
Congress and the Administration working to achieve a balanced budget within the out years, with 
a declining veterans' population, and with fiscal uncertainties about the future, making these 
measures permanent now is premature and unwarranted. For the same reasons, the DA V 
opposes making the several OBRA cost-savings provisions permanent. If future circumstances 
should make it necessary, consideration could be given to extension of these measures. 

While V A projects that services will not suffer with the recommended staffing reductions 
in VBA and VHA, the depth of these cuts cause us concern that VA may be overly optimistic, 
especially considering the already existing strains on the system. The IB recommended that 
staffing levels be maintained at least at current levels for VBA. Additionally, the DA V does not 
support the Administration's proposal to exclude smoking-related disabilities and deaths from 
eligibility for service connection. One concern is the fairness of this, given that the harmful 
effects of smoking were not widely known until more recently. Indeed, the Armed Forces 
provided free cigarettes to servicemembers in certain circumstances, such as in C Rations issued 
to many of our combat soldiers. Another concern is that smoking is sometimes the convenient 
reason given for respiratory disorders and cancers where the etiology is uncertain and where 
there could have been other factors, either alone or in concert with smoking, that caused the 
disorder. The proposed legislation could lead to unfair denials of service connection. In any 
event, from the information provided, the implications of this change cannot be fully understood. 
If the Committee entertains some action on this proposal, it should first hold hearings so that the 
reasons for and effects of the measure can be clarified. 

The DA V supports the concept of allowing V A to retain and use collections from third 
parties to strengthen its health care system to permit it to provide more cost-effective treatment to 
more veterans. However, the Administration's proposal does not direct these collections toward 
improvement ofthe efficiency and capacity of VA's health care delivery system, but merely 
serves to relieve the Government of part of its obligation to provide the resources necessary to 
care for our Nation's ill and disabled veterans. Funds collected from the private sector and 
Medicare should not the used to supplant appropriations. Moreover, even with the inclusion of 
third-party collections in VA's "budgetary resources," health care funding is increased only 5.4% 
over 5 years. We are concerned that, even with optimum increases in efficiency, this amount will 
be insufficient to maintain an acceptable level of service. With the effects of inflation, a 5.4% 
increase over a 5-year period win quite probably not even represent a modest real increase but 
rather a substantial reduction in health care funding for veterans. In addition, under OBRA, 
some of the third-party collections have already been assigned to deficit reduction. It would be 
even more ofan inequity if these OBRA funds were to be replaced from elsewhere in VA's 
budget at the expense of further reducing benefits and services to veterans. 

INDEPENDENT BUDGET RECOMMENDATIONS 

In the Benefit Programs section, the IB presents some of the authors' priority legislative 
goals for benefit improvements. Also included is our argument against proposals to means test, 
eliminate, offset, tax, reduce, and restrict eligibility for disability compensation. 

In the GOE section, the IB authors have addressed VBA's Business Plan, which, in 
accordance with the Government Performance and Results Act of 1993 (GPRA), outlines VBA's 
strategy and associated resource needs for accomplishing its mission of providing benefits and 
services to veterans and their families in a responsive, timely, and compassionate manner in 
recognition of their service to the Nation. 

BENEFIT PROGRAMS. In recognition of the special value of veterans' service in our Armed 
Forces for the security and defense of our Nation, our citizens take special pride in providing a 
comprehensive system of benefits to address the needs of veterans and their families. There is an 
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especially strong sense of obligation to provide indemnification for disability and death resulting 
from military service. Our Nation's commitment to its veterans has endured periods of economic 
crisis and has evolved through various military conflicts to the existing system of veterans' 
programs. 

By compensating disabled veterans, by providing rehabilitation, by assisting veterans 
obtain an education, and by assisting veterans obtain housing, for example, the government also 
benefits society as a whole. Without this assistance, which helps veterans make the transition 
into civilian life and makes them competitive with their nonveteran counterparts, more of them 
would, no doubt, be educationally and economically disadvantaged. Fewer of them would be 
self-sufficient. Consequently, more of them would depend on public assistance programs, and 
more might be homeless. The special status accorded veterans also contributes to our national 
sense of solidarity, patriotism, and pride. We are a Nation that admires and cares for those who 
sacrifice to preserve our way of life. 

The authors of the 1B appreciate the support veterans receive from this Committee. We 
are confident that you recognize the value and equities of maintaining our veterans' programs. 

These very effective programs need small adjustments and improvements from time to 
time, however, to remove inequities and make them better serve their intended purposes. The 1B 
makes the following recommendations for maintaining or improving the benefit programs: 

Compensation 

• A COLA for compensation and dependency and indemnity compensation. 
• Reject recommendation to undenake economic validation of the Schedule for Raling 

Disabilities. 
• Amend the law to authorize increased compensation on the basis of a temporary total 

rating for hospitalization or convalescence to be effective, for payment purposes, on 
the date of admission to the hospital or the date of treatment, surgery or other 
circumstances necessitating convalescence. 

• Repeal the inequitable requirement that a veteran's military retired pay, based on 
longevity of service, be offset by an amount equal to his or her disability 
compensation. 

• Enact legislation to remove the requirement that military nondisability separation, 
severance, or readjustment pay be offset against V A disability compensation. 

• Amend the law to provide for an exception to the 3-year limitation on amendment of 
tax returns in the case of erroneous taxation of disability severance payor in the case 
of retroactive exemption of a portion of retired pay for more than three years. 

Dependency and Indemnity Compensation 

• Repeal the OBRA provision limiting revived DIC eligibility to cases of annulled or 
voided marriages. 

• Authorize a VA study to determine if the removal of the presumption of permanent 
and total disability for pension purposes at age 65 resulted in savings or whether costs 
ofY A examinations and record development outweigh potential savings. 

Burial Benefits 

• Amend 38 U.S.C. § 2306 to reinstate former subsection (d), which had provided for 
reimbursement of the costs of acquiring a headstone or marker privately in lieu of 
furnishing a Government headstone or marker. 

Miscellaneous Assistance 
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• Amend Equal Access to Justice Act provisions to pennit payment of fees to 
unsupervised nonanomeys who represent appellants before the Court of Veterans 
Appeals (CV A or Court). 

Readjustment Benefits 

• Adjust the level of the allowance under the Montgomery GI Bill (MOIB) to provide 
more assistance in meeting the costs of pursuing a course of education. 

• Amend the law to permit refund of an individual's MGIB contributions when his or 
her discharge was characterized as "general" or "under honorable conditions." 

• Adjust the benefit rate for the Survivors' and Dependents' Educational Assistance 
program to correct the lack of cost-of-living adjustments since 1989 and amend the 
law to provide for automatic annual adjustments indexed to the rise in the cost of 
living. 

• Adjust, to offset decrease in value by inflation, the grant for acquisition of specially 
adapted housing and the grant for adaptations to housing and provide for automatic 
annual adjustments indexed to the rise in the cost of living. 

• Increase the automobile allowance to 80"10 of the average cost of a new automobile and 
amend the law to provide for automatic annual adjustments in the automobile 
allowance to keep pace with the rise in the cost of living. 

Home LoaDS 

• Enact legislation to authorize adjustable rate mortgages through V A 's home loan 
program. 

Other Imorovements 

• Remove the 2-year limitation on payment of accrued benefits. 
• Enact legislation to require correction of BV A decisions involving clear and 

unmistakable error. 
• Exempt veterans' entitlements from the "pay-go" provisions of the Budget 

Enforcement Act. 

GENERAL OPERATING EXPENSES. Just as veterans enjoy a special status and are highly 
deserving of VA benefits, they are deserving ofan effective benefits delivery system to ensure 
that benefits are dispensed in a manner to be meaningful and fully accomplish their purposes. 
The GOE portion of the budget covers the administrative costs of delivering V A benefits and 
services. VBA is responsible for administering VA's nonmedical programs. These are 
compensation and pension, education, loan guaranty, vocational rehabilitation and counseling. 
and insurance. 

VBA's Business Plan is comprised of its overall direction and policy and its primary 
goals and strategy for administering all of its benefit programs but also integrates more specific 
multi-year plans for each of its five component benefit programs, referred to as its five business 
lines. In addition to serving as VBA's operational "blueprint" for its business processes and 
reforms, and as its "road map" to achievement of its long-term goals, this comprehensive plan is 
also intended, under GPRA, to serve as an aid 10 Congressional oversight and budgetary 
decisions. To each of the five Business Line Plans-which form the context and specific bases 
for the Administration's budget request-we added our own recommendations and discussed our 
concerns where we question or disagree with VBA's approach. The IB includes analyses of the 
activities, performance, and needs of each of the services that administer VBA's business lines as 
well as two of the functions funded under General Administration, BVA and the Office of the 
General Counsel (OGC). Although the CV A is not part of V A, the IB contains a section on its 
operations because of its inextricable role and impact in veterans' claims and V A '5 processes. 
Overall, we believe that the plan and the budget request are tailored to achieve an optimum level 
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of services and an optimum use of limited resources. We generally support this plan and, in the 
IB, urged that Congress provide V A with the resources necessary to effectuate its strategy for the 
timely and efficient delivery of benefits and services. The area of greatest concern continues to 
be the compensation and pension claims process. 

In recent years, VBA has been challenged by increasing claims backlogs and resulting 
long delays for veterans and other claimants awaiting decisi-"lns on claims. With an aging veteran 
population, the need for prompt service has become greater at a time when, until recently, claims 
processing times were becoming progressively longer. Backlogs and consequent protracted 
delays result in increasing numbers of disabled veterans in need of V A assistance dying before 
that assistance is provided. Other veterans with immediate needs suffer through long delays 
without their needs being met. 

In response to concerns about the quality of its service to its customers, V A established a 
Business Process Reengineering (BPR) Office in November 1995 and the BPR team issued a 
report of its findings and recommendations in August 1996. These recommendations were 
incorporated in Compensation and Pension Service's (C&P's) Business Line Plan. This plan 
includes measures to correct the following five core problems identified in the BPR study: 
inadequate communications and outreach; lack of individual acc-ountability; emphasis on 
production and timeliness instead of quality; inadequate information technology support for 
process: and complexity of rules and regulations. 

The plan acknowledges that poor quality and the resulting necessity to rework claims is 
the primary problem accounting for the overload on the system. The plan builds on the strengths 
of the current successful hearing officer program-personal interaction and more thorough 
review. The current "assembly line" process is replaced with a new integrated claims process 
that allows direct interaction between the veteran and a more highly skilled and trained 
adjudication team. with one person on the team responsible for ensuring satisfactory completion 
of all actions related to the claim. A separate post-decision review process wi ll allow a 
dissatisfied claimant prompt access to remedial action and a "second look" by a hearing officer, 
(redesignated post-decision review officer). The post-decision review officer will have authority 
to ( I) change the decision on the basis of the current record, if warranted, (2) undertake 
additional action toward favorable resolution, or (3) prepare the case for BV A review if revision 
of the decision or further action is not indicated. Quality-and thus efficiency- and customer 
service will be the primary goals, supported by training and a certification process and better 
quality review and accountability mechanisms. We believe that the Business Line Plan for C&P 
presents a solid, well-reasoned, and well-supported strategy for resolving the problems that have 
for the past several years plagued YBA and have been at the center of attention of the Congress, 
VA, and the veterans~ community. 

From our knowledge of VB A' s operations and our review of VB A' s Business Plan as 
included in VA's budget submission, the four veterans organizations co-authoring the IE present 
the following added recommendations for the activities funded under the GOE appropriation: 

Compensation and Pension 

• Congress should endorse and support C&P's BPR plan as set forth in its GPRA 
Business Line Plan. Congress should provide V A with the resources necessary to 
accomplish all components of this plan, namely funding for training and associated 
personnel costs. information technology improvements. and other related costs. 
However, Congress should reject recommendations that V A revise its rules to negate 
the Court' s enforcement of claimants ' rights as contained in current rules. Congress 
should, through its oversight functions, closely scrutinize VA rulemaking to ensure 
that it is not undertaken to erode or undermine rights V A claimants currently enjoy 
and to ensure that V A does not continue to make rules without involving its 
customers. 
Should it become necessary to protect V A claimants' procedural rights, as have been 
provided in long-standing V A regulatory provisions, Congress should codify into 
statute provisions which V A shows an intent to rescind, and Congress, if necessary, 
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should amend the Secretary's general rulemaking authority to require means for 
public participation in rulemaking that impacts upon V A customers. 

• Congress should enact the legislative changes recommended by C&P to carry out 
simplification of V A programs, namely, de novo review authority for Post-Decision 
Review Officers and pension simplification. 

• C&P's Business Line Plan should be revised to include more concrete, defined 
strategies for obtaining improvements in quality of decisionmaking, namely through 
performance standards that focus primarily on quality criteria. To obtain quality in 
decisionmaking, V A must install an effective quality assurance infrastructure, VA 
must have quality measurement criteria that correspond to the requirements of law for 
a complete and legal adjudication, and V A must have a means for effective 
enforcement of quality and performance standards among its decisionmakers through 
an accountability process that includes strong incentives for quality work and strong 
disincentives for noncompliance with quality standards. 

• V A should promptly institute an aggressive new training program to instruct 
adjudicators on the mandatory nature of case law and in its use and applicability. 
This training should be complemented by a process incorporating a chain of 
accountability for proper and legal claims decisions, with monitoring for compliance 
and quality control, along with studies of appellate decisions to identify problem 
areas. Management should take necessary steps to bring about a renewed institutional 
and individual adjudicator commitment to VA's fundamental guiding principles for 
the administration of benefits, such as broad and liberal application of the law, 
resolution of reasonable doubt, and award of all benefits to which entitlement may be 
established. 

• To confront rating boards with the reality of their errors, to instruct them in proper 
interpretation and application oflaw, to provide data to measure performance and 
enforce accountability, and to aid in identifying areas where training is most needed, 
BV A decisions should specify regional office errors accounting for the different 
outcome on appeal or necessitating remand. 

• If V A fails to voluntarily revise the manner in which BV A decisions are written, 
Congress should amend 38 U.S.c. § 7104(d) to expressly require that the Board 
specify the basis for affirming the decision of the agency of original jurisdiction or 
specify the errors accounting for the Board's reversal or remand. 

• Congress should provide Education Service the resources necessary to improve 
accessibility, services, accuracy, and efficiency as envisioned in its GPRA Business 
Line Plan. 

Loan Guaranty 

• Congress should provide the resources necessary for Loan Guaranty to fulfill the 
service goals in its Business Line Plan, including the information technology 
improvements shown to be essential to the plan; however Congress should not reduce 
Loan Guaranty's FTE authorization below current levels inasmuch as staffing 
reductions are incompatible with the planned improvements for customer service 
under GPRA and are indeed essential to maintaining current levels of service quality 
and timeliness. 

Vocational Rehabilitation and Counseling 

• To prevent further strains on Vocational Rehabilitation and Counseling Service 
(VR&C) and reversal of recent gains, current FTE levels should be maintained until 
the effects of reorganization can be evaluated as to staffing needs. Subsequently, 
staffing considerations should include a plan to return to full use of in-house 
counseling and routine rehabilitation services because they are more cost effective 
than contract services. 
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• VBA should include VR&e's immediate and future needs in its development of 
automated support systems. 

• Disabled Veterans Outreach Program specialists employed at the local Job Service 
Office should be part of the case management system for vocational rehabilitation. 

• The vocational rehabilitation Design Team should promptly finalize its report and 
forward it to the Under Secretary for Benefits and to the Secretary, if appropriate, for 
implementation. 

• Insurance Service should be provided the resources necessary to fulfill its customer 
service goals. 

Because of changes in VA's accounting methodology beginning with the FY 1997 
budget. Veterans Services is no longer funded as a separate entity under the budget structure. lts 
functions are viewed as support and are considered overhead expenses, which are apportioned 
among VBA' s business lines. Nonetheless, even with the changes in accounting methodology 
and the consolidation of functions, Veterans Services remains a discrete operational entity within 
VBA. Given the necessity for personnel devoted solely to dissemination of general benefits 
information and assistance across the varied benefits programs at various field and satellite 
locations, it seems apparent that VA will find it necessary to retain a service dedicated to those 
purposes. We believe that Veterans Services is a vital part of VB A's benefits delivery system, 
and we discuss it separately in the IB because of its importance. Our recommendation for 
Veterans Services is: 

• V A and Congress should continue to recognize that a strong and viable Veterans 
Services component within VBA is essential to the satisfactory delivery ofveterans' 
benefits, and Congress should provide Veterans Services with the resources necessary 
for it to perform all of the many important tasks with which it has been charged. 

Similarly, funding for information technology is no longer separated from the VBA's 
product lines under the current budget structure. Again, because of the importance of this 
program, the 1B includes separate discussion and a recommendation for this component of 
VBA' s operations; 

• Congress should provide funds to maintain VBA's existing data systems while new 
systems are phased in; Congress also should provide all funding necessary to meet 
VBA's future responsibilities and to implement its new business processes. 

From its analysis of the processes, performance. and needs ofBVA and OGC, the 1B 
provides several recommendations. Two recommendations aimed at improving the Board' s 
operations and decisions: 

• Congress should earmark sufficient funding for BV A training programs. 
• V A should change 38 C.F.R. § 19.5 to properly instruct that BV A is bound by V A 

manuals. circulars. and other directives issued by VA. 

Given OGC's workload, the IB includes the following recommendations for additional personnel 
to meet OGe's needs: 

• OGC should be authorized 12 additional FTE for Professional Staff Group VII to 
handle the increase in workload. 

• OGC should be authorized 10 additional FTE for its alternative dispute resolution 
program. 

• OGC should be authorized 15 additional FIE for procurement and leasing functions 
to minimize VA' s liability and reduce litigation and claims costs. 

COURT OF VETERANS APPEALS. Last year, there was some consideration of 
reducing the number of judges on the Court. Such action would be inadvisable for several 
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reasons, including the increasing rate of appeals in the last year. The four veterans organizations 
presenting the IB oppose any reduction in the number of judges on the Court. 

One of the problems the Court has faced since its inception is a large pro se docket. 
Approximately 74% of appellantS before the Court are WITepresented when they file their 
appeals. That figure is reduced to 50% through the efforts of the Pro Bono program. The IB 
authors support continuation of this program. The IB recommends: 

• Legislation to codify into law the Veterans Consortium Pro Bono program. 
• Appropriation of adequate funds to operate the program. 

The Court seeks improvement in its retirement and survivor program to make it 
comparable to other Article I courts. Also, regarding its retirement plan, the Court seeks early 
ret irement provisions for associate judges to avoid retirement of all judges near the same time, 
when their terms expire. We understand that the Court has corresponded with the Committee on 
the details of these proposals. The DAV supports these changes. 

The Court has also proposed legislation to rename it 'T he United States Court of Appeals 
for Veterans Claims." This would make the Court ' s name consistent with that of other Article I 
Courts. The DA V supports this proposal. 

CONCLUSION 

This concludes the DA V's testimony on the FY 1998 budget. We appreciate the 
opportunity to present our views on this most important matter. and we thank this committee for 
its continuing support of this Nation's disabled veterans. 
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David W. Gorman, a combat-disabled Vietnam veteran, was appointed Executive Director, 
Washington Headquarters for the million-member Disabled American Veterans (DA V) in 1995. He 
works at DAV National Service and Legislative Headquarters in Washington, D.C., where he has held 
management responsibilities since 1981 . 

Mr. Gorman attended Cape Cod Community C-ollege until entering the U.S. Army in 1969. He 
was seriously wounded by a Viet Cong land mine explosion while on patrol in the central area of South 
Vietnam. His wounds required the amputation of both of his legs. 

Discharged from the Army in 1970, Mr. Gorman immediately joined the DAV and is currently a 
life member of the DAV's National Amputation Chapter and of Chapter 12 in Rockville, Md. 

Mr. Gorman, became a professional DAV National Service Officer in 1971, rising to the post of 
supervisor of the DAY's Providence, R.I., office in 1972. 

In 1975, Mr. Gorman was assigned to the DAV National Appeals Staff, which represents 
veterans in claims before the Department of Veterans Affairs (VA) Board of Veterans Appeals (BVA) 
in Washington, D _C B V A is the highest level ofappea1 in the V A claims processing system. In 1981 he 
was promoted to supervisor of the DAV National Appeals Staff. 

In 1981, Mr. Gorman assumed management duties in the DAY's National Service Program at 
DAV National Service and Legislative Headquarters. He was promoted to Assistant National 
Legislative Director for Medical Affairs in 1983 and to Deputy National Legislative Director in 1994. 

The father of four children, Mr. Gorman lives in Germantown, Md. 

09/96 
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NATIONAL SERVICE and LEGISLATIVE HEADQUARTERS 
807 MAINE AVENUE, S.W. 
WASHINGTON, D.C. 20024 

(202)554·350 1 

DISCLOSURE OF FEDERAL GRANTS OR CONTRACTS 

The Disabled American Veterans (DA V) does not currently receive any money from any 
federal grant or contract. 

During fiscal year (FY) 1995. DA V received $55,252.56 from Court of Veterans Appeals 
appropriated funds provided to the Legal Service Corporation for services provided by DA V to 
the Veterans Consortium Pro Bono Program. In FY 1996, DAV received $8,448.12 for services 
provided to the Consortium. Since June 1996, DAV has pr .. wided its services to the Consortium 
at no cost to the Consortium. 
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STATEMENT OF JOHN R. VlTIKACS, ASSISTANT DIRECTOR 
NATIONAL VETERANS AFFAIRS AND RFJIABILlTATION COMMISSION 

TIlE AMERICAN LEGION 
BEFORE TIlE 

COMMITTEE ON VETERANS' AFFAIRS 
UNITED STATFS HOUSE OF REPRESENTATIVES 

ON 
FISCAL YEAR 1998 VA BUDGET 

FEBRUARY 27. 1997 

Mr. Chairman and Members of the Committee: 

The American Legion appreciates the opportunity to present its views on the 
Administration's proposed budget for the Department of Veterans Affairs (VA) for 
Fiscal Year 1998. 

For Fiscal Year (FY) 1998, President Clinton requests approximately $41.1 
billion for the programs and operations of the Department of Veterans Affairs. The 
proposal reflects an increase of $1.7 billion in budget authority over the FY 1997 
budget. The proposal provides for certain programs and functions as follows: 

FISCALYEABI998 
DEPARTMENT OF VETERANS AFFAIRS BUDGET PROPOSAL 

Medical Care 
Medical Research 
Construction 

Major 
Minor 

State Home Grants Program 
National Cemetery System 
Veterans Benefits 
Administration (GOE) 

Proposed 
EYJ22.8 

$17.6 billion 
$234 million 

$79.5 million 
$166.3 million 
$ 41 million 
$ 84.2 million 

$885.2 million· 

American Legion 
Recommendations 

$18.2 billion 
$280 million 

$225 million 
$200 million 
$ 75 million 
$ 80 million 

$840 million 

• Veterans Benefits Administration (GOE) funding for FY 1998 includes $68 
million transferred from the medical care appropriation for C&P medical exams. 

The Administration's VBA-GOE FY 1998 budget proposal will result in an 
overall reduction of 543 Full Time Employees (PTE). 

MEDICAL CARE 

The American Legion commends the Department of Veterans Affairs for 
striving to maintain a consumer centered health care system. The Veterans Health 
Administration (VHA) is a recognized leader in the nation's health care delivery 
network and must maintain its capacity to provide timely, quality and comprehensive 
health care. 

The sufficiency of the Administration's FY 1998 budget proposal for VA 
medical care is linked to uncertain assumptions. For the period FY 1998-2002, the 
budget recommends no increase in discretionary appropriations for VA medical care. 
Instead, the Administration theorizes that the Veterans Health Administration will 
withstand this condition by way of enhanced efficiencies and by recovering specific 
non-appropriated revenues through third party billings. 
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'* WASHINGTON OFFICE '* 1608 "1(" STREET, NW '* WASHINGTON. D,C. 20006-2847 .. 

(202) 861·2700 * 

Honorable Bob Stump, Chairman 
House Veterans Affairs Committee 
335 Cannon House Office Building 
Washington, DC 20515 

Dear Mr Chairman 

February 13, 1997 

The American Legion has not received any federal grants or contracts, during this year or in the 
last two years, from any agency or program relevant to the subject oftoday's hearing, the VA 
Fiscal Year 1998 Budget 

Sincerely. 
) , , 

~j(J.~/ 
John R Vitikacs, Assistant Director for 

Resource Developmem 
National Veterans Affairs and 

Rehabilitation Commission 
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JOHN R. VITIItACS 
ASSISTANT DIRECTOR FOR RESOURCE DEVELOPMENT 

NATIONAL VETERANS AFFAIRS AND 
REHABILITATION COKKISSION 

Mr. vitikacs' service with The American Legion 
commenced on November 1, 1982. He was assigned as a Field 
Service Representative with the National Veterans Affairs 
and Rehabilitation Commission (VA&R) . Assuming ' new 
responsibilities in January 1990, John applied his Field 
Service experience in the capacity of Resource Development 
Specialist, preparing congressional testimony on a wide 
variety of veterans' related legislation. In April 1993, he 
was promoted to the position of Assistant Director for 
Resource Development. 

Mr. vitikacs' duties with The American Legion include 
oversight of Veterans Health Administration medical care 
programs, medical construction, the National Cemetery 
System, State veterans' programs, and Department of Veterans 
Affairs budgetary analysis . 

John was born in Freder ick, Maryland on september 10, 
1952. He graduated from Brownsville Area High School, 
Brownsville, Pennsylvania in May 1970. He served on active 
duty in the u.S. Army from June 1970 until June 1973. He 
received training as a combat intelligence analyst at Fort 
Holabird, Maryland, and served a tour of duty with the 525th 
Military Intelligence Group, MACV Headquarters, Saigon, 
Vietnam. Upon completion of his Vietnam service until 
discharge, he was assigned to Supreme Allied Headquarters 
Europe, Brussels, Belgium as a personnel security analyst. 
Mr. Vitikacs' military decorations include the Bronze Star 
Medal (meritorious), Army Commendation medal, and Good 
Conduct Medal. 

Mr. vitikacs obtained a Bachelor's . Degre~ in Public 
Administration from George Mason University 1n Fairfax, 
Virginia and a Graduate Certificate in Legislative Affairs 
from George Washington University, Washington, DC. He 
belongs to American Legion Post #364, Woodbridge, Virginia . 
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225 N. Washington Street • Ale""ndria, Virginia 22314 • Telephone (703) 549-0311 

STATEMENT OF 

LARRY D. RHEA 

DEPUTY DIRECTOR OF LEGISLATIVE AFFAIRS 

BEFORE THE 

COMMITTEE ON VETERANS AFFAIRS 

U. S. HOUSE OF REPRESENTATIVES 

ON THE 

FISCAL YEAR 1998 BUDGET 

FOR THE 

DEPARTMENT OF VETERANS AFFAIRS 

FEBRUARY 27, 1997 

Chartered by the United States Congress 
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~NCOA 
Non Commissioned Officers Association of the United States of America 

225 N. Wuhington Street • Alexandri., Virgini. 22314 • Telephone (703) 549-0311 

DISCLOSURE OF FEDERAL GRANTS OR CONTRACTS 

The Non Commissioned Officers Association of the USA (NCOA) does not 

currently receive, nor has the Association ever received, any federal money for 

grants or contracts. All of the Association's activities and services are 

accomplished completely free of any federal funding. 

;I 
Chartered by the United States Congress 
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The Non Commissioned Officers Association of the USA (NCOA) appreciates the opportunity to 

appear today and testify on the Administration's budget proposal for the Department of Veterans Affairs 

for Fiscal Year 1998. The Association thanks the Distinguished Chairman for your Invitation and trusts 

that our testimony will be helpful In the deliberations undertaken by the Full Committee. 

Generally, It Is NCOA's Impression that the VA Budget proposed for FY 98 has received a mixture of 

reactions. While some concerns have been expressed on specific areas, it Is NCOA's Impression that the 

most common reaction has been along the lines that this budget represents "the best we can do" within 

the prevailing budgetary climate. 

The Administration has described the veterans budget as "historic and innovative. • It certainly Is that 

Mr. Chairman; however, the "innovative" trend set forth In this budget is deeply troubling to NCOA 

on several fronts. 

In NCOA's view, the out year trends are Innovative In one tragic respect· relying on states and the 

private sector to fulfill in the future what should be federal responsibilities. Arguably, there are probably 

many things done by the federal government that are more appropriately state and private sector 

responsibilities. NCOA respectfully submits that taking care of the needs of the Nation's warriors and 

providing a proper, eternal resting place are not among them. 

When taken In Its entirety, the AdminiStration's budget starts veterans down a path that is fraught with 

even more uncertainty than under current conditions. NCOA trusts that the Committee will examine 

very closely the Implications of this budget In the out·years. NCOA requests that we not take steps in 

FY98 which could produce disastrous results and from which recovery would be very difficult, If not 

Impossible. 

In NCOA's view, it is the philosophy behind the FY98 veterans budget that troubles this Association 

as much or even more than the dollar numbers in the various line items. In this regard, the Association's 

testimony today departs from traditional budget statements. Rather than a discussion of the numbers, 

NCOA will highlight t&'1ree areas of the budget· health care, education and the National Cemetery 

System· which we believe reveal a troubling, philosophical future path that NCOA believes is wrong and 

should be avoided. 
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VETERANS HEALTH ADMINISTRATION 

NCOA Is pleased that the Administration Included In its budget proposal a request for legislative 

authority to collect and retain MEDICARE payments for those MEDICARE-eligible veterans treated by 

VA. The Administration is also seeking authority to retain within the V A health care system the money 

recovered from the private Insurance of veterans or other third·party payers. 

NCOA has previously advocated both of these initiatives and supports the Administration's request for 

MEDICARE reimbursement and retention within VA of third-party recoveries. The Association requests 

that the Committee makes these issues a priority during this session. In NCOA's view, MEDICARE 

reimbursement and allowing VA to retain third-party collections are the next common sense steps that 

should be taken in VA health care. 

Although NCOA has previously advocated the above two proposals, the Distinguished Chairman knows 

that this Association has done so very guardedly. Over the past several years as the Issue of MEDICARE 

subvention gained momentum, NCOA expressed concern and fear that appropriations would eventually 

be reduced with the influx of MEDICARE dollars into VA. The VA medical care budget for FY98 and 

the out years is ample evidence that NCOA's worse fears were more than justified. 

As you also know Mr. Chairman, NCOA has never had great confidence in any of the estimates on 

third-party insurance recoveries from so called high-income, non-service connected veterans. Somehow 

though, it seems we have reached the point where many believe that high-income, non-service connected 

veterans are going to suddenly, and In great numbers, rush to the VA for their health care. The over· 

looked fact Is that these veterans could be going to the VA right now but they are not and we have yet 

to ask the question - Why? 

Although allowing V A to retain third-party recoveries Is Imponant, NCOA is not convinced that action 

alone will magically attract these veterans. We must keep in mind that these non-service connected 

veterans, who have been labeled high-Income, have a choice of providers. NCOA believes that it Is 

imponant to keep in mind also that these veterans are the lowest priority for care within VA. It is 

unreasonable to believe that these Individuals are going to wait several days, or even weeks, for a VA 

appointment when they can, in many cases, visit a private physician In a matter of hours If not 
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Immediately. The Admlnl$tratlon's estimates on thlrd'party recoveries have to be recognized for what 

they are. It Is foolish In NCOA's view, to base much of the future for VA health care on guess wor!<. 

In complete candor Mr. Chalnnan, the budget before you puts the future of VA health care In a crap 

shoot. There Is no other way for NCOA to describe the Administration's proposal. If MEDICARE and 

thlrd·party recoveries are less than expected, the Administration does not have an alternate plan. Even 

if the recoveries meet the Administration's estimates, VA health care cannot survive an estimated 12% 

reduction in appropriations during the next five years. 

NCOA has consistently held that MEDICARE reimbursement and third·party insurance retention was 

the Infusion of money needed to help: (I) offset the rising medical care costs for an aging veteran 

population; (2) allow VA to treat more needy veterans; and, (3) allow VA to maintain specialized 

services. NCOA viewed these two Initiatives as a means to help V A reclaim ground that has been lost 

to insufficient appropriations for several years now. NCOA has never CORIidered MedIcare subvention 

and third party billing as a replacement for appropriated funds and will never SUPPOrt such a proposition. 

Whatever hope we have for the enonnous change underway in the Veterans Health Administration, the 

Administrations proposal is a sure prescription for failure. Reducing or f1at·llnlng medical care 

appropriations Is precisely what is not needed at this critical juncture. 

If the Administration's health care proposal represent's "Innovation", then NCOA want's no part of it. 

NCOA has been down an Identical path with the beneficiaries of the DOD medical system. The entire 

message of this budget to any veteran who might seek V A health care in the future can be summarized 

as follows: it will be there if you find a way to pay for it. Somewhere out In the future If the 

Administration's budget is enacted, the result for veterans will be much like the result for beneficiaries 

of the DOD system· the core federal obligation will eventually be dishonored. In NCOA's view, If there 

is to be a future for V A health care that Is reasonably stable and certain, it is clearly up to Congress to 

provide the appropriated funds needed to fulfill what Is, and will forever remain, a federal obligation. 

Now that the initial steps on eligibility refonn have been taken with the passage of last year's measure, 

NCOA believes it is time for the Committee to consider a group of "forgotten veterans" . the military 

retired ones. Even with the passage of last years legislation, the majority of medical care provided by 

the VA will continue to be provided for non·servlce connected conditions and without cost to the 
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Individual veteran. V A continues to routinely waive co-payments for non-servke connected treatment 

even when third-party Insurance Is Involved except for the military retired veteran. 

Mr. Chairman, this Committee is concemed with several Issues relating to equity In V A health care, for 

example: equity In the allocation of resources to hospitals; and, ensuring that the quality and level of 

care is equitably provided to veterans across the nation. The Issue regarding military retired veterans and 

VA is also a matter of equity. NCOA believes the Committee's budget deliberations provide an 

opportunity to address this Issue and do the right thing for these veterans. Military retirees are veterans 

and now Is the time for the Committee to take action to grant these veterans, equal, cost free access to 

a V A system that is, after all, theirs too. 

EDUCATION BENEFIT 

As the Distinguished Chairman and Members know, veteran education has been one of NCOA's passions 

for many years. For that reason, the Association is thoroughly insulted with the "non proposal" for 

veterans education In the President's budget. Education benefits in every other area of the Federal 

Budget trend upward to record levels - except for veterans. 

Mr. Chairman, if the Administration's federal budget represents historic, Innovation in veterans post­

service education, then NCOA wiii again say that we want no part of It. In a federal budget which 

proposes a record $51 b1lllon for education, not one cent Is targeted for Improvement of the veteran 

education benefit. The Administration's unspoken message on veteran education is much like that on 

the future of VA health care - If you want post-service education, find a way to pay for It yourself. In 

NCOA's view, for any Administration to propose record levels of spending on education while excluding 

the veteran benefit is utterly and completely shameful. 

In his State of the Union address, the President launched an education crusade In the context of national 

security. Included in the Administration's budget are education incentives and give aways for lust about 

everybody except the men and women who have In fact provided for the nation's security. In plain 

language Mr. Chairman, the Commander In Chief of Education went AWOL on his military members 

and veterans. 
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Mr. Chalnnan and members of the Committee, we need to fix the conversion opportunity for those 

VEAP participants not Included in last year's legislation. Also, NCOA implores you to do your best to 

increase the basic benefit of the Montgomery G.I. Bill. If anything Is going to be done on the veteran 

education benefit, it Is up to this Committee to do It and NCOA believes your budget discussions 

provide such an opportunity. It is sad, and painfully apparent to this Association, that the initiative will 

not originate with the Administration. 

NATIONAL CEMETERY SYSTEM 

As the Chainnan and Members of the Committee now know, the FY98 budget proposal reflects a major 

change in long-standing government polley for the National Cemetery System. After completion of the 

Cleveland National Cemetery, the Administration wants to end altogether the construction of new VA 

national cemeteries. Whether intended or not, this proposal on the future of the National Cemetery 

System conveys a strong philosophical statement to veterans. 

Despite the offer by the Administration to front the initial construction and equipment costs for state 

veterans cemeteries, the statement to veterans in this budget Is that VA wants "out of the cemetery 

business." In the past NCOA has supported the state cemetery grant program because appropriations 

have not been sufficient to expand the capacity of the national system to meet the needs of veterans. 

Never once though did NCOA look upon the state veteran cemetery grant program as a replacement 

for the national system - an alternative to supplement the national system, yes - but as a replacement for 

the national system, no! 

·As the Committee knows, veteran deaths are expected to increase during the next five years with a peak 

in the year 2008. likewise, intennents in National Cemeteries are expected to increase as Is the total 

number of graves maintained. According to the Administration, the change proposed in the FY98 

budget would "position VA to meet future requirements." 

In NCOA's view, the budget and the proposal regarding cemeteries clearly does not position VA to 

meet future requirements. Under the proposal, If future veteran burial requirements are met, it will be 

the states, not VA, fulfilling the need. NCOA is unaware of any evidence that would lead us to 

reasonably believe that states are willing to fully take that responsibility in the next ten to fifteen years. 

7 
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The proposal, If anything, Is full of hope - a hope that states will take up the Administration's offer. If 

the states do not, to the extent needed to meet future requirements, this budget provides no other 

alternative - national cemetery construcdon will end - and, that thought Is disturbing to NCOA. 

Under the Administration's proposal, a historic federal responsibility would now shift to the veterans 

themselves. If the proposal Is enacted, the burden Is then on veterans to lobby Governor's and State 

legislatures for burial space and perpetual maintenance. What happens Mr. Chairman when the proposal 

Is enacted and the states don't step forward to meet the need? What happens In the future when a state 

cannot properiy fund maintenance and replacement equipment costs? 

In NCOA's view, providing a lasting, eternal tribute to the Nation's veteran! has been and always will 

remain a federal responsibility. NCOA sincerely asks the Committee to look closely at the long-term 

Implications of this proposal- not only In terms of appropriation! but also In terms of the moral principle 

this Nadon once held sacred. 

CONaUSION 

NCOA has addressed In general terms only three areas of the VA budget proposal. There are other 

areas of the budget proposal which also cause concern to this Association. NCOA notes that the overall 

level of full-time employees continues to shrink as demand for health care and services rise. Medical 

and prosthetic research funding drops $37 million from the FY97 level and we must recognize the 

Impaa this will have on patient care. At any given time, 75-80% of researchers are physicians who also 

have a direct responsibility for patient care. The budget also proposes to make permanent several 

OBRA-93 provisions which, In NCOA's opinion, Ignores past efforts of veterans to do their pan in 

balancing In federal budget. 

As Indicated eariler, and maybe even more so than the numbers In this budget, the philosophical trend 

ponrayed therein Is deeply disturbing - a gradual lessening of historical federal responsibility. Veterans 

are being told to find a way to pay for health care because appropriations are going to go down. Record 

levels are proposed to be spent on education but nothing is Included for veterans. As harsh as It may 

sound, veterans are even being told to find a way to bury their dead. 

8 
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NCOA sincerely hopes that this Committee will look closely at the long term implications of this budget. 

There has been a lot of talk about bridge building lately. Let us not rush to dismantle some of those 

which should be considered sacred. 

Thank you. 
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Introduction 

Mr. Chairman and members of the committee, Vietnam Veterans of America (VV A) is 
pleased to present our views and recommendations on the Fiscal Year 1998 Department of Veterans 
Affairs (VA) and collateral agency budget proposals. Since this is our first opportunity to appear 
before the l05th Congress, we wish to extend a special welcome to the new members of the 
Committee. Veterans have been well served by the dedicated bipartisan leadership of this committee 
through the years. We look forward to working with each of you. 

As we examine the FY 98 proposed budget, Mr. Chairman, it becomes more and more evident 
that VA must update its business practices -- particularly in the area of health care -- in order to 
survive the current fiscal climate. VV A would again like to commend your leadership in the passage 
of the Veterans Health Care Eligibility Reform Act of 1996. We firmly believe that this legislation 
will be instrumental in providing VA with the tools to both improve services to veterans and to 
sustain the integrity of the VA health-care system. 

VV A has been encouraged by the spirit of cooperation expressed by the I05th Congress and 
the Administration. The budget battles of the past two years did very little toward providing better 
service and cost-accountability to veterans or to the general public. And in a number of cases the 
very partisan bickering was quit.,.darnaging. The veterans who depend upon V A to process benefits 
claims and provide health-care services cannot afford to have further government shutdowns which 
delay services and increase already appalling backlogs. 

VV A pledges to you our commitment to work in good faith toward improving services to our 
nation's veterans in the most cost-effective manner possible. And we urge the members of this 
committee to continue the fine tradition of bipartisanship, and to exert leadership among your 
colleagues to keep veterans issues above the fray of partisan politics Our nation's 27 million veterans 
deserve no less for their patriotic sacrifices. 

Overview ofthe VA FY 1998 Budget Request 

Recognizing fiscal realities, VV A ackoowledges that we cannot depend upon more and more 
appropriations for veterans programs. When nearly every other agency in the federal government is 
being affected by budget cuts and every conceivable interest group in the nation is crying out against 
diminishing services, it is unrealistic to assume that veterans and veterans programs will be immune. 
The veterans community is not unwilling to make adjustments. 

However it must be noted that veterans have repeatedly made sacrifices for budgetary 
purposes throughout the last two decades. Access to health-care services have been progressively 
squeezed, so that very few of our nation's veterans can even get into the door. Even service­
connected disabled veterans are turned away from a host of services they should rightfully receive. 
Outside of the veterans advocates who sit on this committee, very few members of Congress have 
an understanding of the services VA does -- and more importantly does not -- provide. Many still 
believe that any veteran can get any services from the VA, which is simply not true. In fact, only ten 
percent of the total veteran population event tries to obtain V A health care. 

Recognizing these fiscal realities, the veterans community no longer expects nor demands that 
the V A be all things to all veterans. V A cannot provide health care and benefits to all 27 million 
veterans. Frankly, not all of these veterans want or need comprehensive services from VA. We do, 
however, expect VA to maintain a range of necessary services for a core group of the most deserving 
and needy veterans. And Congress must provide an appropriate level of funding to carry out this 
principle mission. 

VA's Health-Care Proposals 

Much credit must be given to the far-sightedness demonstrated by Secretary Brown and Dr. 
Kizer for changing the direction of the V A health system. As VV A has stated in the past, without 
the dramatic changes now underway, the V A system would be doomed to failure, through being 
eclipsed by national health care trends and private sector innovations. Change -- especially rapid 
change -- is often unpopular and disruptive to stakeholders. 

39-302 97 - 9 
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The reengineering of the V A health-care system from one of highly centralized command and 
control, to a more streamlined, decentralized V1SN model is a giant and sometimes traumatic step. 
And the shift from a convoluted, often arbitrary funding allocation system to th. logical, easily 

explained Veterans Equitable Resource Allocation (VERA) system is likely to raise concerns from 
the minority who benefited unfairly from the previous system. But not taking these steps would have 
jeopardized the very survivability of the V A health-care system. 

The VA's formula for the budgetary foundation is predicated on moving aggressively toward 
a goal over the next five years of reducing per-patient cost for health care by 30 percent, serving 20 
percent more veterans, and increasing the percentage of the operating budget that is obtained from 
non-appropriated sources to 10 percent of all medical care funding. While controversial and difficult 
to achieve this plan is logical and deserves our consideration. VV A is favorably disposed, in 
particular, to the concept of providing incentives for VA to compete for health care dollars -­
improving services for All veterans in order to attract paying customers is the inevitable outcome. 

VV A agrees with the objective and supports the enactment of legislation to permit VA to 
retain third-party reimbursements and Medicare payments. The current system which requires most 
insurance and copayment revenue to be directed to the Treasury in effect robs one group of veterans 
in order to pay for services to another group. This is because each dollar spent on discretionary­
category veterans cannot be spent on care for a service-connected disabled or indigent veteran. 

VVA is pleased that the Administration has embraced the long-held view of the veterans 
community that VA should retain these non-appropriated monies not only to recoup its expenditures 
on discretionary-category veterans, but also to supplement infrastructure and overhead which will 
benefit core group veterans. Without bringing alternative revenue sources into the V A system, it 
questionable that the u.s. can sustain the veterans health-care system. Without additional monies, 
many veterans may be denied services by an ever-shrinking VA health system. 

At the same time, VV A is cautious about the health care proposals in the President ' s budget 
because they seem extraordinarily optimistic. Given the fact that nowhere near 10 percent of V A' s 
health care budget is currently being collected by MCCR (and routed to the Treasury), it seems 
unlikely that the incentivp.s, appropriate billing mechanisms, and customer base can be generated 
quickly enough to meet these targets. Based upon the President's budget proposal, if VA fails to 
meet these collection targets there could be a significant shortfall in the medical-care accounts. If 
these legislative provisions are not enacted in a timely manner, the net impact could be a catastrophic 
shortfall of health care services for America's veterans in the amount of$468 million. 

And if we generously assume that the system is ready for this monumental shift, V A would 
obviously have to be very aggressive in collecting payments from veterans and their insurance 
companies. A wholly dollar-driven health-care system has proven problematic for private-sector 
HMOs in many cases, with complaints from consumers about restricted services. We already hear 
anecdotal information about V A inappropriately billing service-connected veterans. How can we 
assure that a VA driven by the bottom line will not further put the squeeze on core-group veterans -­
who are VA's primary mission -- in pursuit of paying customers? Will access to the resource­
intensive specialized services -- which are, again, part of VA's core mission -- be jeopardized by the 
almighty dollar? 

W A insists that protections be incorporated into any authorizing legislation (for retention 
of third-party and Medicare dollars) to ensure that Congress does not subsequently reduce the VA's 
budget and appropriation by the amount of its receipts . Additionally, it is critical that the federal 
appropriation be maintained at a level high enough to sustain services to core-group veterans. 
Service-connected and indigent veterans are the federal government's responsibility -- not insurance 
companies. With the veterans population aging, it is unlikely that a projected flatline appropriation 
over five years can maintain even current services. 

W A urges this committee, in its authorizing role, to work very closely with the appropriators 
to ensure that funding for V A health care is maintained at an appropriate level to ensure services for 
core-group veterans and specialized programs such as PTSD and Substance Abuse units. W A 
further urges this committee to be very aggressive in conducting oversight of the very dramatic 
changes underway within the V A health-care system. These innovations are critical for the future 
improvement and viability of the system, but many of our nation's disabled and indigent veterans 

2 
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cannot afford to gamble with its future -- the V A is the safety net for thousands of at-risk veteran 
patients who rely upon its PTSD programs and substance abuse treatment, as well as programs for 
the homeless and the seriously mentally ill. Careful monitoring of quality and access by Congress 
will be critical to ensuring that the veterans community -- your constituents and ours -- are not 
inadvertently harmed by this transition. 

Homeless Veterans 

We are encouraged that the conunittee has indicated in its oversight plan, that it will conduct 
a very necessary evaluation of how funds are used and allocated to provide assistance for homeless 
veterans. Public and private studies suggest that more than one-third afour nation's homeless are 
veterans -- some 270,000 veterans are homeless on any given night. Thousands of these former 
soldiers are experiencing severe problems including PTSD, substance abuse, or serious mental 
illnesses. Some of these conditions are directly attributable to their military service, though many do 
not know they may be entitled to V A benefits, have not applied, or have claims pending. 

Despite these abhorrent statistics, the Department of Housing and Urban Development (HUD) 
controls over 75 percent of the appropriated discretionary dollars allocated for the homeless each 
year. Yet HUD fails to assure that state and local communities who are awarded over $1 billion [each 
year??] respond to "veterans specific" needs in the homeless population. VV A supports legislation 
which will soon be introduced by Representative Jack Metcalf to correct this inequity. Additionally, 
VV A urges this conunittee to ensure that VA's homeless programs are not adversely effected by tight 
budgets. Investing in comprehensive programs to assist homeless veterans to be reintegrated into 
society is a win-win proposition. Many of these men and women are ready and able to work and 
contribute back to the community as tax-paying citizens; they simply need a helping hand -- not a 
handout. 

Compensation and Pension Innovations Needed 

The Veterans Benefits Administration (YBA) has not been innovative enough in changing its 
inefficient procedures for processing claims. Excessive delays and backlogs continue to plague the 
system, sometimes forcing veterans to wait years for resolution of their claims. Part of this situation, 
as VV A has noted in other forums, is a general problem of performance quality at the initial decision­
maker level -- rating specialists. Congress should require YBA to review decisional data from 
Hearing Officers, Board of Veterans' Appeals, and Compensation & Pension Service (administrative 
reviews) to determine which rating specialists repeatedly make the same types of errors. This data 
should be used for retraining, as well as performance evaluations and appropriate personnel actions. 

Given the downsizing already undertaken by YBA in the past two years, and the need to 
retrain and improve services, VV A believes it is not appropriate to further cut staffing and budgets 
at this time. Though there is a temptation to give the agency a slap on the wrist. so to speak. for poor 
performance. Imposing further resource restrictions, however, will not accomplish the desired service 
improvements -- and ultimately veteran claimants will suffer from longer delays. Additionally, VBA 
computerization/automation programs should be closely monitored and held to task. There are 
opportunities to improve efficiency and quality of claims adjudications through these innovations. 
But, as GAO and the conunittee have already evaluated, we cannot depend upon this for short-term 
efficiencies because these programs have been ill-planned and have shown little results. 

Court of Veteran, Appeals 

VV A applauds the decision by the Chief Judge to withdraw the Court 's proposal to downsize, 
because of the courts increasing caseload. VV A opposed this recommendation when it was originally 
put forward last year, in part because there was a surge in appeals on the horizon due to increased 
production of decisions at the Board of Veterans' Appeals. VV A urges full funding for the court in 
order to assure the most timely decisions possible of veterans appeals. 

Research on Persian Gulf Dlnesses and Agent Orange 

VV A firmly believes that additional funds should be directed toward independent research on 
Agent Orange, as well as Persian Gulf illnesses. VV A believes the structure set forth within the 
Agent Orange Act of 1991 , wherein the National Academy of Sciences (NAS) provides independent 
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analysis of scientific literature on Agent Orange/dioxin, has provided significant improvement in the 
fairness and scientific basis upon which compensation determinations are made. But because there 
continues to be disagreement over whether certain conditions are related to exposure, it is critical that 
more research be done by independent scientists to allow the NAS reviews to provide more 
conclusive determinations. More research on Persian Gulf illnesses is clearly needed as well. 

VV A does not aim to propose that VA compensate veterans for conditions that are clearly 
not related to their military service. In cases where the scientific data presents an unclear 
determination of exposure and risk, however, the benefit of the doubt must go to the veteran. In 
order to more conclusively determine what conditions are and are not related to service in Vietnam 
or in the Persian Gulf, VV A suggests that additional government-funded, independently conducted 
research be done on these issues. With Agent Orange, we continue to propose research on the 
Vietnamese population which presents an ideal laboratory. This committee's support for such 
research would be instrumental in assuring that veterans get answers to the questions that have 
plagued them since leaving the batllefield; we urge you to support an earmarked funding. 

Veterans Employment & Training Service 

The Veterans Employment & Training Service provides a key mission to American veterans ­
not only those leaving the armed services, but also to older veterans in the midst of career transitions. 
Through the Local Veterans' Employment Representative (L VER) and Disabled Veterans' Outreach 
Program (DVOP) programs, VETS has a local presence in the State Employment Security Agencies 
and is able to assist hundreds of thousands of veterans to get jobs each year, as well as to promote 
veterans as good employees among the employer communities. In addition, VETS has enforcement 
authority under the Uniformed Services Employment and Reemployment Rights Act of 1994 
(USERRA). We anticipate that VETS will be tasked with similar enforcement authority with passage 
ofthe Veterans' Employment Opportunities Act of 1997 (H.R. 240). 

VVA advocates full funding of VETS programs in FY 1998. We have noted improved 
accountability of these programs under General Taylor's leadership. And VETS is working hard to 
adapt to the changing envirorunenlS of "One-Stop Career Services" among employment agencies, as 
well as technology innovations. VV A also recommends funding of the Homeless Veterans 
Reintegration Project at tbe authorized level of S I 0 million, because finding jobs is frequently the 
highest priority for assisting homeless veterans. 

Savings (rom Gardner Repeal 

VV A remains firmly committed to working to recoup the $510 million Gardner repeal funds 
which were in excess of the PAYGO requirements for the spina bifida benefits package included in 
HR 3666, the FY 1997 VA, HUD and Independent Agencies Appropriation bill. We believe there 
is sufficient time to work with the Budget and Appropriations Committees before the enactment date 
of the Gardner repeal on October I, 1997. 

VV A is adamant that these savings should be redirected to veterans programs rather than 
going to the U.S. Treasury for general deficit reduction. CBO estimated the savings of the Gardner 
fix at $705 million, while the spina bifida benefit was costed at $195 million -- leaving SSI 0 million 
of excess spending potentially available for veterans programs. We are hopeful that the Veterans' 
Affairs Comminees will support this strategy and work with us to recoup these funds. 

Stand-Alone Veterans Appropriations Subcommittee 

As we stated last year, VV A supports a reorganization of the Appropriations Committees to 
create a separate subcommittee to deal exclusively with funding for veterans programs both within 
and outside the Department of Veterans Affairs, including VETS at the Dept. of Labor, and 
Transition Assistance Program (TAP) within the Dept. of Defense. This could be done without 
increasing the total number of subcommittees, and in fact could result in improved efficiency by 
eliminating overlapping jurisdictions and functions. 

The aim would be to create greater accountability and funding integrity through closer 
coordination of authorized missions and budget functions . The V A, HUD and Independent Agencies 
Appropriations Subcommittees currently juggle funding for the conflicting and demanding needs of 
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more than 21 separate agencies. Formation of a separate subcommittee for the Department of 
Veterans Affairs and related program spending would also eliminate the serious perennial problem 
of how to balance the extreme mismatch between VA's high annual outlay rates, with the low outlays 
but large budget authority levels of HUD and other agencies. The VA, HUD & Independent 
Agencies Subcommittee has not been able to withstand the competing pressures and meet the 
essential spending needs of America's 27 million veterans. 

In addition to the obvious advantages for assuring fairness and balance in protecting vital 
veterans programs, this proposal would assure greater accountability and better management 
efficiency for Congress. While VV A does not offer this suggestion as the panacea for the budgetary 
challenges facing VA and the veterans community, it still is a practical and easily understood partial 
solution and clearly a significant step in the right direction. 

Conclusion 

This is a challenging time for the veterans community. Fiscal considerations are forcing the 
V A to develop new ways of doing business -- in many cases improving services while enhancing 
efficiency. Yet veterans are very cautious, because they have seen budget -driven changes in the VA 
restrict services through the years. While these budget proposals frequently look good on paper and 
VA has done a very good job of selling the plan, there are no guarantees that health-care funding will 
increase to meet the changing needs of the veterans population or even inflation. Quite often the 
plans and committnents made at V A Central Office are interpreted and implemented quite differently 
in the field. 

VV A agrees with the overall objectives of developing alternative funding streams for V A to 
supplement the federal appropriation. But we strongly recommend that both fiscal and legislative 
protections be put in place at the outset, to ensure that there will be no shortfall of funding in FY 
1998, nor in the out years. Additionally, the fiscal incentives for VISN directors must include some 
protection for VA' s core mission of providing specialized care to veterans. Addressing these 
concerns is critical to ensuring a smooth transition toward the VA of the future . 

VV A urges this committee to work closely with your respective leadership and your 
colleagues on the Budget and Appropriations Committees to assure an appropriate level of funding 
for V A and other veterans programs. Also, the veterans community must work collaboratively with 
the House Ways and Means, Senate Finance, House National Security, and Senate Armed Services 
Committees to achieve the legislative language necessary to make these proposals work effectively. 
Rest assured that we have heard your message about helping to educate your colleagues who do not 
sit on this committee. And we will work collaboratively with you to achieve these objectives. 

Thank you for the opportunity to present VV A' s views on the FY 1998 budget. This 
concludes our statement. We would be pleased to respond to any questions. 
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VV A is not currently in receipt of any federal grant or contract, other than the routine 
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Prologue 

F
OR THE 11TH YEAR, AMVETS (American Veterans of World War II, Korea and Vietnam), Disabled 
American Veterans, Paralyzed Veterans of America, and Veterans of Foreign Wars of the United States join 
to present a budget based on achieving our policy objectives for veterans' programs in the next fiscal year. 
Through the years, the Independent Budget has become a consensus document outlining the four coauthors' 

policy priorities for Department of Veterans Affairs (VA) programs in the next year. More than 50 additional 
organizations endorse the Independent Budget's guiding principles. The coauthors are proud to continue the tra­
dition of working together to address issues of greatest importance to the veterans and organizations we represem. 

These veterans service organizations (VSOs) were chartered by Congress to represent veterans. We are the 
veteran community's voice. Veterans, as the primary consumers of health care in the Veterans Health 
Administration (VHA) and of other VA benefits and services, should be involved in planning the 
administration and delivery of these services. While VSOs were asked to participate in working groups and 
panels looking into VHA restructuring, management in the new Veterans Integrated Service Networks (VISNs) 
has tended to circumvent this buy-in process for our groups, veterans, and others, such as volunteers, 
employees, and academic affiliates---those who will be most affected by the planned changes. Instead, network 
managers fall back on the predictable formula of calling veterans' groups and mhers to the table at the last 
minute to present leadership's decisions. Last-minute informarion does not equate to meaningful involvement in 
the decisionmaking process and does not produce the same resuk Both the quality of plans and veterans' 
acceprance of these plans suffer without real consumer input. 

Understandably, with shifting power structures VSOs' relationships with VA have changed. VSOs initially 
embraced most of the concepts set fOM in VHA's Vision for Change. This document called for patient-centered 
care, local decisionmaking, and some programmatic changes in focus. Since the plan's implementation, however, 
VSOs have failed to see some core VHA system values translated to the network level. VHA's commitment to 

special programs makes an outstanding case in point. While VA Headquarters seems genuinely committea to 
preserving the integrity of special programs, some networks seem intem on wying with these programs because of 
their costs. When significant changes are planned, network managers are genuinely surprised to meet resistance 
from those served by the programs. 

As with medical benefits, the system for delivering nonmedical benefits and services to veterans and their 
families is the subject of much study and debate. The VSOs who work within that system and are intimately 
familiar with its level of performance, its strengths, and its weaknesses are responsible, in large pan, for 
heightening attention to its needs. While various components within the Veterans Benefits Administration 
(VBA) are serving their customers well despite heavy workloads and reduced resources, virtually all who are 
familiar with the claims adjudication process agree that this area is not functioning satisfactorily. VSOs are in 
the best position to understand veterans' needs and expectations and how VA can improve its services to 
veteran consumers. 

VSOs are not guardians of the status quo. We realize that VA health care must change to ensure its place in a 
rapidly evolving health care environment. In this Independent Budget, we promme initiatives we believe can help 
VA provide efficient, high-quality care for veterans. We feel certain that our ideas would preserve VA as a unique 
resource for veterans' health care and thereby allow it to survive ephemeral changes in its environment. Similarly, 
veterans' benefits delivery must improve to ensure veterans are well-served into the next century. 

Veterans are not only the system's consumers------we are its advocates, its volunteers, and its reason for being. 
Unless it accounts for our preferences and unique needs in the future, VA could and should close its doors. 

AP.~~ ~c~~ ~~,~ 
National Commander National Commander National President 

AMVETS Disabled American Veterans Paralyzed Veterans of America 

&;:~:'N~ 
Commander-in-Chief 

Veterans of Foreign Wars 
of the United States 
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Introduction 

E
fforts to reduce health care costs are dra­
matically transforming the way health care 
is delivered in the United States. Health care 
systems are operating under tight budgets­

and the Department of Veterans Afuirs' (VA) 
medical system is no exception. Along with the 
challenge of working in a more austere budget 
environmem. VA is reorganizing into health net­
works administered at the local level. VA adminis­
trators are making many much-needed structural 
and operational changes to improve (he quality 
and efficiency of VA health services. Nevertheless, 
the four veterans service organizations that are 
coauthors "r rhe lrukpmdmt Budg" (IB) (the 
IBVSOs) fear that V!\s attempts to be cost-effec­
tive may in some cases be taking precedence over 
efforts [0 provide high-quality care to veterans. 
We are especiaJly concerned about the future of 
VJ\s specialized programs, which serve many of 
our Nation's most vulnerable veterans. 

Specialized services are an integral pan of 
VA's mission. From VA's inception, Congress has 
recognized the Depanment's unique potential to 
serve as a national leader in the research and 
treatment of specialized services. Because of the 
prevalence of certain chronic and disabling 
conditions among veterans and VA's strong 
medical, research, and teaching missions. VA has 
developed unparalleled expenise and resources to 
provide cenain specialized services. VA's 
prosthetic services, blind rehabilitation, spinal 
cord injury care, and mental health services, 
including treatnlent for posnraumatic stress 

disorder. are largely unmatched in excellence and 
not widely available in the private sector. 

Last year, the 104th Congress and the 
Climon administration took an important step 
coward protecting specialized services in the VA 
medical system by passing Pub. L. 104-262. 
The law requires VA to maintain its capacity to 
provide specialized services within distinct 
facilities or programs. It also directs VA to 
establish a strategic plan for veterans who rely 
on these special programs. Through this statute, 
Congress heightened its commitment to the 

oversight of these programs and reaffirmed their 
importance in the VA medical system. 

The new law also includes changes to VA's 
complicated and outdated eligibility rules-some 
that the Independent Budget has advocated for 
more than a decade. Veterans will have increased 
access to outpatient and preventive care. VA 
administrators will no longer be compelled to 
admit veterans to the hospital for services that 
would be more appropriately provided in an 
outpatient setting. fu a result, VA will be able to 

provide veterans with more convenient, high­
quality, and cost-effective care. The law also 
fulfills another long-standing IB objective: It 
gives veterans with catastrophic disability who are 
not otherwise eligible for care high priority for 
VA services. These veterans and their families 
will no longer be forced to drain their savings 
before gaining access [0 the VA medical system. 

The IBVSOs-AMVETS, Disabled Ameriean 
Veterans, Paralyzed Veterans of America, and 
Veterans of Foreign Wars of the United States-­
and the more than 50 organizations that endorse 
the I B thank Congress and President Clinton for 
enacting this important legislation. Early on in the 
formulation of the bill, the IB coauthors, as well 
as most other veterans service organizations 
(VSOs), supported. the legislation as a starting 
point for future reforms. While the coauthors 
agreed with [he Congressional Veterans' Affi.irs 
Committees that eligibility reform could take 
place within a budget that supponed "current 
services," we did not necessarily agree that the 

amounts enacted in law were sufficient to bring 
about other desired changes. Therefore, this IB, 
as in past years, calls on Congress to provide fUll 
funding to maintain appropriate levels of care 
(see table I). 

The IBVSOs recognize that the bill's path ro 
enactment was not an easy one, in light of past 
opposition from organizations such as the 
Congressional Budget Office and the General 
Accounting Office. These groups feared that 
more veterans would come to VA as a result of 
improved access ro services and that VA could 
not afford the cost of new users. We commend 

INDEPENDENT BUDGET FOR VETERANS' PROGRAMS-FISCAL YEAR 1998 • 
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_,..:111_ 
VA Appropriations by Aa:oWlt (dollars in thousands) 

n18!11 na. na. n_ 
APPROPRIATION IBCURAENT 16 RECOMMENDED IBRECOMMENDED 

SERVICES lEVEL APPROPRIATION BUDGET AUTHQRITY 

IEIEIII O'EIITlII ElPEISES 
General Operating Expenses 827,584 851,382 853,808 853,808 

Office of the Inspector General 30,900 31.789 31.789 31.189 
National Cemetery System 76,864 79,075 85,550 85,550 

TOTAL GENERAL OPERATING EXPENSES $935,348 $962,246 $971.147 $971.147 

InEFITS PlOIII. 
Compensation, Pension, and Burial Benefits 19,424,259 19.135,043 19.135,043 19.135,043 

Readjustment Benefits 1,377,000 1,366,000 1,366,000 1,366,000 

Veterans Insurance & Indemnities 38,970 51,360 51,360 51,360 

Veterans' Job Training Fund 0 

Veterans Housing Benefit Program 503.156 352,884 352,884 352,884 

Direct and Other Loan Program Accounts 622 633 633 633 

Native American Veteran Housing 
Loan Program Account 205 515 515 515 

TOTAL BENEFITS $21,344,812 $21,506,435 $21,506,435 $21,506,435 

.EIICAl PlOanAMS 
Medical Care 17,013,447 18,043,558 19,590,764 23,820,609 

Medical & Prosthetic Research 262,000 272,460 292,460 292,460 

Medical Admin and Miscellaneous 
Operating Expenses 61,207 62,991 63,591 63,591 

Health Professions Educational 
Assistance Programs 15,000 15,000 15,000 

TOTAL MEDICAL PROGRAMS $17,336,654 $18,394,(}{)9 $19,961,815 $24,191,660 

COIS1aUCTIOI PROGRAMS 
Construction, Major Projects 218.158 391,499 391,499 391,499 

Construction, Minor Projects 175,000 299,900 299,900 299,900 

Parking Garage Revolving Fund 12,300 1,500 1,500 1,500 
Grants for Cons. of State Vet. Cemeteries 1,000 2,500 2,500 2,500 

Grants for Cons. of State Extended 
Care Facilities 47,397 80,000 80,000 80.000 

Grants to the Republic of the Philippines 500 500 500 

TDTAL CONSTRUCTION PROGRAMS $454,455 $775,899 $775,899 $775,899 

TOTAL VA PROGRAMS $40,071.269 $41.638,589 $43.215.296 $47,445,141 

• INDEPENDENT BUDGET FOR VETERANS PROGRAMS-FISCAL YEAR 1998 



Congress for its foresight and willingness ro look 
beyond [his and oth(:[ ill-founded assumptions. 

Although the d;gibil;ty refo<ms ;n Pub. L 104-
262 will hdp VA gain tremendous cost-efficiencit5, 
~terans' advocates remain ooncemed about VA's 
fUrure financial stability. Deep budget cuts in some 
pam: of the COUntry have led VA health ~ 
administtaCOfS (0 layoff large numbers of health 
care workers and CUt important programs. Reduc­
tions in the num ber of health care workers have 
resulted in greater delays in caK'. 

Boch Democrats and Republicans have 
pledged nO( only to dimina(c the deficit in the 
ncx[ 6 years, but also to lower taxcs. Thus, (h(: 
reelection of President Clinton and the return of 
the Republican majority in Congress put added 
pressure on VA 10 deliver high-quality services 
with fewer resources. With balancing the budgt1 
as a tOP priority and Federal entitlement programs 
such as Social Security and M,:dicare difficult (0 

em or downsize. Federal policymakers migh t have 
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.. 'NTRODUCTION 

liITlc choice but [ 0 look to discretionary funds-. 
including chose chat support the VA medical 
system-co trim government spending. II is 
imponanl to note, however. thar veterans 
cmitlement~ and program~ are :1 very small 
percentage of federal government spending (see 
chart 1) and that VA already has contributed 
significant ly to reducing Ihe foocrai delic!1 (sec 
chart 2). 

The IBVSOs are especially concerned about 
the future of VA's special programs as restru,-1Unng 
progresses withi n {he 22 Veterans \IHegr.ucO 
Servict: Networks (VlSNs). Ahhollgh the IBVSOs 
continue (0 support VA's restructuring goals and 
advocate for operat ional.changes within VA's 
medical system, we fear that eflor t~ to be COSt· 
cff(.:ctive may be ovt'rrlding efforts ( 0 provide high­
quality ClJ"e. Some of our most vulnerable (and 
i..'xpensive-to-trca t) veterans-those with s(..-vcre 
physical disabiliric.:s (spinal cord dysfunction, 
amputations, or hlindness), mcneal i1lnc;s, or 

_"h,';i'. 
VA Programs as a Percentage of 

Total Federal Government Spending in fY 1998 

Other Means-T~.,,~."-~ 
Entitlements 6% 

Medicaid 

Note: Numbm do not add dul' to rounding 
Sources: Budget of the U.S. Government, VA FY 1998 Budget Submission 
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chronic disease-must not be the most adversely 
affected by fl.'StfUcruring under limited budgets. 

As part of its reorganization, VA is moving to 

a capitation system to guide its budget 
allocations to the VlSNs. The IBVSOs are 
similarly concerned ahom the impact of capita­
tion on specialized poograms and believe that 
steps must be taken to ensure that perverse 
incentives created by capitation do nO( drive 
management decisions. Capitation rates for 
veterans who rely on special programs must be 
high enough to provide those veterans with rhe 
full continuum of specialized services (0 meet 
their needs. They also must be high enough to 
ensure that local managers have no incentive to 

abandon the excellem programs that support 
veterans with special needs. A" VA makes this 
transition, health outcomes must be closely 

YEAR 

monitored to ensure that veterans with special 
needs are receiving appropriate care. 

Like their peers in the private sector, network 
managers will have to decide how to use limited 
dollars to provide the most care to the greatest 
number of veterans. Unfonunately, in the quest to 
be cost-effective, some administrators are making 

the same decisions that their peers in the private 
sector once made: They are limiting care for users 
with a high k""d of need and targeting for savings 
rhe special, hut expensive, programs that have 
become the heart of VA's health care system. 

Other VA administrators, however, like many 
private sector managers, have learned that ex­
changing breadth of coverage for depth of coverage 
does not work. They understand that limiting 
access to services for individuals with chronic 
conditions only incfl."aSes ultimate costs and that 
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prevenrtng secondary conditions is the most 
effeaive cost-savings medlOd. A5 a resuh , they an: 
now implementing disease managemenr sll"alt:gies 
mar identifY individuals wim cenain chronic 
conditions who are most likelv to use their services 
and arc: building special progr~s for them. High­
quali ty private sector providers realize ,hat main­
s(n:am systems do nO[ work dfeClively fo r 
individuals who need rigorom case management to 
ensure that theif chronic conditions are controlled 
and to avert unnecessary acute episodes of care. 

All VA health care administrato rs must learn 
to capital ize on the programs they alrc.>ady have in 
place. The IBVSOs believe ,hal, while manager.; 
may W3nt [0 reevaiu;ne some aspects of serv ice 
deli ve ry for speciali1.ed programs, improving 
quality of care rather [han achieving cost-savings 
should be the reason fo r refofm. While some 
initiari ves may produce cost savings. savings 
should nOl be the primary motivatio n fo r chang­
ing the way care is delivered. 

Representatives of all VA stakeholders­
especially veterans who use the VA medical 
sysrem- should bt: involved in dr.."'Cisions affecting 
the way VA care is delivered. Without inpUl from 
veterans who use the system, VA will fai l to 
achieve onc of its mosr imponant goals: a patient­
centered system. A truly patient-centered VA 
would listen and respond to the needs and 
concerns of veterans, and give veterans and orher 
sukeholders an integral role in VA's cominuom 
planning process 

The veterans communiry will see many 
changes in the future of the Veterans Health 
Adrninisrr.nion (VHA) under reorganization and 
reforms brough, allow by Pub. L. 104-262. 
Exactly how VA-and, fi" ,hal ma!!er, any heal'" 
sym~m-will look in several years is unclear 
because health care is changing so rapidly. 
Nevertheless, whatever VPr:s future holds. 
special ized services should and must be an import­
ant part of (he Depanment in me 2 1 St a ntury. 

Wh ile VHA cominues irs reorganization under 
tight budgets, it must pay carefuJ attemion to how 
its vererans with special health care needs an: 
afft"Cted and take steps to ensure that speciali7 ... ed 
services--rne shining jewel of VA-are nO( jeopar­
dized th rough elTons ro achieve cosr-efficiency. 

Congress has fashioned a range of nonmedical 
benefics and services to m eet various needs of 
veterans and eligible family members. As 
circumstances warram or new needs arise, chese 
benefits are adjusted (Q beucr serve their imend­
ed purpose and to improve their effectiveness. 

.. INTRODUCTION 

The IBVSOs have played a o.: nrral role in 

defining {he shape these programs shnuld take 
and in identifying needed changes. Unfortun­
ately, some changes in recent years were not for 
improvement bur fo r budgetary purposes. The 
IBVSOs believe that no group is on the whole 
more deserving of assistance than those who have 
made personal sacrifices in our Nacion's defense. 
It has therefore been our posit ion char veterans' 
programs should always be viewed a<; a priority 
for governmenr funding. 

Compensation for service-connected disabili ty 
is VA's core benefic Unlike {he cidal wave of 
changes chat have taken place in health care. the 
nature of compensation and its del ivery have 
n:mained unchanged. However, large claims 
backlogs and resulting long delays in claims 
processing in recem years have brought the 
system under much scrutiny from within and 
without. TIle IBVSOs have been at rhe forefront 
in pressing for changes. A sincere effort to 

identifY the sources of the problems and their 
solutions has been channeled th rough various 
com missions and stud ies. 

While th<.'Se initiatives were well-intentionr..-d, 
the d irection some have taken is cause for 
concern. They have depaned from the singuJar 
objective of improving delivery of compensation 
to veterans and have gone so far as to recommend 
fundamental changes in the nature and purpose of 
compensation, including a more restrictive and 
burdensome proces.~ fo r veterans, as ways to make 
rhe administration of benefits easier fo r VA. 

The IBVSOs have maintained {hat the source 
of (he problem is simply high error rates 
necessitating multiple d ecisions or adminisn-.nivc: 
actions (Q acco mplish what should have been 
accomplished in the initial decision. In the 
/ndl'pendent Budgets f()r the lasr 2 years, we have 
supported that view with detailed analysis and 
Cit3(i011 of dara. We have recommended a course 
o r action to rc:medy the problem. During that 
same period, VA's own in-house expen s were 
conducting an objecrive and introspective 
internal study of rhe problem. The findings and 
reco mmendations from {hat study closely parallel 
those of the I BVSOs. The Veterans Benefits 
Administration (VBA) has incorporated the 
recommendations, known as its Benefi ts Process 
Reengineering (BPR) plan, in irs srrategic plan 
under the Government Performance and Results 
Ac< of 1993 (C PRA), which forms ,he basis for 
i!S budge< cequeS! for fiscal year 1998. 

INDEPENDENT BUDGET FOR. VETERAN S' PR O GRAMS - FIS CA L YEAR 1998 • 



INTRODUCTION .. 

Although in the past the IBVSOs have been 
dissatisfied with VA's efforts to improve claims 
processing, we believe that, in its BPR plan, VA 
has been objective and candid in its self­
assessment and has formulated a good general 
blueprint for correcting the identified deficien­
cies. We support the concept of the plan and 
bdi<."Ve that its singular goal is truly to improve 
service to VBA's customers. On the other hand, 
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we adamantly oppose other approaches that 
would "solve" the problem by reducing veterans' 
rights and thereby lessening VA's responsibilities. 
Through its BPR plan, VBA has embarked on a 
course (he Congress and the other stakeholders 
have strongly urged. The IBVSOs submir rhat 
Congress must now provide VA with the 
resources necessary to accomplish the plan. 
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Summary of Recommendations 

Benefits Programs 

I. Com.ensation, Penslonl, Ind Burlll 
.eneflts 

.. Enact a cost-of-living adjustment (CO LA) for 
compensation and for dependency and 
indemniry compensat ion (Ole). 

.... Maimain VA's discretion (0 adopt or n.:v is<: 
(he 5cheduu for Ratillg DiSilbilities. 

.. Authorize increased compensation on the 
basis of a tem porary total rating for hospi ­
[alization or convalescence to be df,xriv(.: . f()[ 
payment purposes, on the dart: of admission 
to the hospital or the date of rreatment, 
surgery, or other circumstance necessitaring 
convalescence. 

.. Repeal the requirement that J vcteran's 
military retired pay based on long(!viry be 
offset by an amount equal ro hi ,~ o r hcr 
disability compensation. 

II> Removt.:: tht.: rcqlliremem that military 
nonJisabilit}' separat ion. seVCf"J IH.:l', or 
readjll'amcm p.t), bt· offset ;tg:l imt VA 
disaoility compensation. 

... Provide for an no':ption (() (he J -yc.:.:lr 
limitation on amendment of {ax n.:lurm in the 
cases of erroneou." taxarion of dj,~:lhiliry SL"Vt;f­

anel' payor retroactive C'xcmprion of more 
(h,lli 3 ye:m and discontinue lh t" withholding 
of taxes from disability st'verance pay. 

II> Repeal the Omnibus Budgef Reconciliation 
Act of 1990 provisions limiring rcvjved DIC 
eligi~ility to cases of annulled or voi(kd 
marriages. 

to Dctcrmine if the removal of rhe prc:sumprion 
of permanent and total disahi liry t(lr pension 
purposes at age 65 resul ts in s<lvi ng." or 
whether costs of VA eXJminat ions and rCt:Oft! 
dndopmem out\vt:igt, potential savings. 

to Amend 38 USc. § 2306 ro reinstate former 
subsection (d), which provided for 
reimbursement of the COSt of acquiring a 
headstone or marker privately in lit:u of 
furnishing a Government head .. rone or marker. 

•. .Iseel .... s IsslsllIICII 
to Permit payment of EquaJ Access to Justice 

An (EAJA) fees to unsuperv ised nonauornt:ys 
who n.:presem appdbnrs lx-forc: (he US 
Court of Ve<er.ns Apl',:.i, (eVA). 

C. ReadiUst.en1 Ba .. llis 
... Adjust the basic Montgomery GI Bill 

(MCIB) allowance to a h:vcl that provides 
veterans more assistance in meering the COSts 
of pursuing a course of education. 

to Permit refund of an individual's MGIB 
conrfibut.ions w~en his ?, r ht:,~ discharge was 
characterized as general or under 
honorablt, conditions." 

to Adiust the benefit rJre for (h.: Survivors' and 
Dependents' EducH ion:11 Assistance progr;)m 
(() correct for the b ck of COlAs since 19R9 
and provide for aUlOm<l.tic annual adjuslments 
indt:xed ro rhe rise in th .. , COSt of living. 

... Adj ust the amount of th .. · housing and 
adaptation grants ro oR-Set losses in rhi.:ir value 
due to inflation and ptovide fot automatic 
annual aJjusUllenr., indc:xed 10 the rist: in the 
cost of living. 

II> Increase the <lUCOJnobih:: all ow;lI1ce CO HO% of 
the average cost of a new <1uromob il". 

to Provide fIX automaric annual adjustments in 
the Jutomohik ;dJowance indexed ro the rise 
in rh .. · COSt of living. 
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SUMMARY OF RECOMMENDATIONS .. 

D ......... 1'rIIrImS 
... Authorize adjustable rate mortgages through 

VA's home loan programs. 

E. OIIIerSUllesllld ............. 
... Remove the 2-year limitation on payment of 

accrued benefits. 

... Require correction of Board of Veterans' 
Appeals (BVA) decisions involving clear and 
unmistakable error. 

... Exempt veterans' entitlements from the "pay­
go" provisions of the Budget Enforcement Act. 

... Rejecc means testing of VA disability 
compensation. 

... Retain compensation for partial disabilities 
with low ratings. 

... Reject offsets of VA disability compensation 
by amounts received in Social Security 
payments. 

... Reject taxation of veterans' benefits. 

... Reject arbitrary across-the-board cuts in the 
payments of compensation and pensions. 

... Reject restriction of compensation payment 
through imposition of a strict performance­
of-duty standard for service connection. 

General Operating Expenses 
A. VetenIIs BeneIIIs Adninislralion 
1. Compensation and Pension (C&P) 

... Appropriate fund .. necessary to implement the 
C&P Service's Business Process Recngineering 
plan, including personnel training and 
improvements in information technology. 
Reject recommendations that VA negate (he 
Coun's rulings by revising its current rules. 
Ensure that VA rulemaking does not erode or 
undermine claimants' rights. 

... Should it become necessary to protect VA 
claimants' procedural rights, codifY into law 
provisions that VA shows an intent to 
rescind. Congress, if necessary, should amend 
the Secretary's general rulemaking authority to 

require means for public participation in 
rulemaking that impacts upon VA customers. 

... Enact the legislative changes recommended by 
the C&P Service needed to simplifY VA 
programs, namely, de novo review authority 
for Post-Decision Review Officers and 
pension simplification. 

... The C&P Service should revise its Business 
Line Plan (Q include more strategies for 
improving the quality of decisionmaking, 
including the development of performance 
standards and the implementation of a 
quality assurance infrastructure. 

... Institute a program to train adjudicators on 
the mandatory nature of case law and in its 
use and appli~bility. Include a process that 
accounts for proper and legal adjudications, 
monitors compliance and quality COntrol, and 
identifies problem areas of appellate decisions. 

... SpecifY, in BVA decisions, regional office 
errors resulting in reversal or remand. 

... If VA fails to voluntarily revise the manner in 
which Board of Veterans' Appeals decisions 
are written, Congress should amend 38 
U.S.c.A. § 7104(d) (West 1991) to expressly 
require thar the Board either specifY the basis 
for affirming {he decision of the agency of 
original jurisdiction or the errors accounting 
for the Board's reversal or remand. 

2. Education 

... Appropriate funds for {he Education Service 
to improve accessibility, services, accuracy, 
timeliness, and efficiency as envisioned in rhe 
CPRA Business Line Plan. 

3. Loan Guaranty Service 

II> Appropri~He funds for Loan Guaranty Service 
to fulfill rhe goals in its Business Line Plan, 
~nduding the information technology 
Improvemen(s. 

... Maintain {he current k'Vei of full-time 
employee equivalents (FTEEs) for the Loan 
Guaranty Program. 

4. Vocational Rehabilitation and 
Counseling (VR&C) 

... Maintain current FTEE levels until {he effects 
of reorganization on s(affing needs can be 
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evaluated. Include a plan to return to full in­
h0u:>e counseling and routine rehabilitation 
servIces. 

.. Include VR&C' s immediate and future needs 
in the development of automated support 
systems. 

.. Utilize Disabled Veterans Outreach Program 
Specialists employed at the local job service 
office in the case management system for 
vocational rehabilitation. 

.. Finalize the Design Team report and forward 
it to the Under Secretary for Benefits and the 
SecretaI]' for implementation, if appropriate. 

5. Insurance 

.. Appropriate funds necessary for the Insurance 
Service to fulfill its customer service goals. 

6. Veterans Services 

.. Appropriate funds to enable Veterans Services 
to perform its assigned tasks. 

7. Information Technology 

.. Appropriate funds to maintain VBA's existing 
data systems while new systems are 
implemented. 

.. Appropriate funds for the developmem of 
information technology. 

B. a-al1dI. __ 

1. Board of Veterans' Appeals (BVA) 

.. Earmark sufficient funding for BVA training 
programs. 

• Change 38 C.ER. § 19.5 to mandate that 
BVA is bound by VA manuals, circulars, and 
other directives. 

2. General Counsel 

.. Authorize 12 additional FrEEs for profes­
sional staff group (PSG) VII to handle the 
increased workload. 

• Authotize 10 additional FTEEs for the 
Alternative Dispute Resolution Program. 

.. Authorize 15 additional FrEEs for procure­
ment and leasing functions to minimize VA's 
liability and reduce litigation and claims COSts. 

• SUMMARY OF RECOMMENDATIONS 

3. Courts afVeterans Appeals (COVA) 

.. Enact legislation to codifY the establishment of 
the Veterans Consortium Pro Bono Program. 

.. Appropriate adequate funds to operate the 
Veterans Consortium Pro Bono Program. 

w,terans' Employment and Training 

I. U.S.1IIIIiIi'In*d of lIIiiIr: liIIIrIIiS' 
~ ... TI'IIiiIiiII'i'IIniiiS 

.. State in employment and training authori­
zation legislation that veterans' readjustment 
is a National priority. 

.. Set levels of service that may be quantified 
based on local veterans' need. 

.. Clearly specifY in Department of Labor 
(DOL) policy eligible veterans' priority for 
services in DOL programs, including 
displaced workers. 

.. Develop veterans labor market statistics to 
determine levels of need for local planning 
purposes. 

• Legally define the Local Veterans 
Employment Representatives' (LVERs) 
monitoring, oversight, and coordinaring role 
over all one-stop Career Center activities and 
give the LVERs authority for ensuring that 
veterans receive priority services in one-stop 
Career Centers. 

• Clearly specifY in law and DOL policy that 
state and local governments must provide 
veterans priority services in one-stop Career 
Centers. 

.. Establish uniform national veterans' employ­
ment and training reporting requirements. 

.. Review Vererans Employment and Training 
Services (VETS) Federal employee staffing 
patterns in light of the changing role of the 
Director and Assistant Director of Veterans 
Employment and Training (DVETS and 
ADVETS). 

.. Appropriate funds for the Homeless Veterans 
Reintegration Programs (HVRP). 

.. Increase funding for the Transition Assistance 
Program (TAP). 
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... Provide adequate funding for the National 
Veterans' Training Institute (NVfI). 

... Maintain veterans' preference principles and 
ensure that the system provides meaningful 
monitoring and oversight for uniform 
implementation of the law. 

... Ensure that the development of veterans' 
preference policy oversight and monitoring is 
not jeopardized by reduced Office of Person­
nel Managemenr (OPM) "aJf, decenrralized 
personnel functions, and contracted out 
services previously provided by OPM. 

.. Require that aPM maintain passover and 
medical unsuitability decisionmaking at the 
OPM level. 

... Reduce the number of noncompetitive and 
accepted appointing auchorities and maintain 
a central authority to enforce uniform 
personnel policies on the various agencies. 

.. Establish a complaint process for veterans 
illegally denied employmenr that would allow 
for appeals ultimately to the Federal courts. 
Esrablish legal remedies that would provide 
the veteran all benefits of employment as 
though the original error had not been 
committed. 

... Amend title 5 U.s.C. [0 provide for 
affirmative action [0 be taken among the top 
equally qualified candidates and to require that 
disabled veterans be selected for promotion. 

National Cemetery System 
... Appropriate $85.6 million for the National 

Cemetery System (NCS) in fiscal year (FY) 
1998. 

~ Add at leasr 60 more FrEEs to cover 
incremental workload increases and maintain 
current services. 

... Provide at least $4 million in additional funds 
to reduce equipment backlog. 

.. Conduct a feasibility study to promote a 
second national cemetery to ease the demand 
for space at Arlington National Cemetery . 
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... Ensure that each state has an open cemetery. 

... Expand existing national cemeteries wherever 
possible. 

... Recommit to a policy of an open national 
cemetery within 75 miles of 75 percent of 
America's veterans. 

... Seek relief from historic preservation require­
ments at NCS facilities wherever appropriate. 

Medical Programs 

.. Divert resources from inpatient to 
noninstitutional care. 

... Ensure that efforts to gain cost savings do not 
rake priority over efforts to improve health 
care quality. 

.. Develop a patient-centered approach to 

delivering health care services. 

Creating a Health Care Continuum 

1. New Eligibility R.fonn Law 

.. Give current VA users priority in enrollment 
as long as VA can ensure access for veterans 
with service-connected conditions for any 
condition. 

... Aggressively recruit current system users for 
enrollment, particularly those who are most 
at risk of being left out, including severely 
disabled veterans, veterans with mental illness, 
and homeless veterans. 

.. Define a nonservice-connected catastro­
phically disabled veteran, for the purposes of 
determining their priority for VA health care, 
as an individual who merits a rating of 100% 
under VA·s Schduk for Rating Disabilities. 

,. Define "capacity" as the capability to contain 
and provide services to a certain patient 
population. 

... Provide women veterans with access to the 
full range of maternity services. 

... Provide access to fertility treatment for 
veterans whose problems are service-related. 
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... Include veterans service organizations (VSOs) 
and orher VA stakeholders in the VA reorgan­
ization planning and decisionmaking process. 

2. Access 

... Create points of access to ensure that VA is 
able to provide accessible primary care services. 

... Use vet centers as points-of-entry into the VA 
medical care system. 

... Add funds to support training for emerging 
clinical roles. 

3. Primary and Preventive Care 

... Implement primary care and case 
management programs to improve the 
management, coordination, and continuiry 
of care. 

... Broadly define "medical services" to give 
veterans access to a wide array of in- and out­
patient services, including primary and 
preventive care. 

... Fund programs that enhance primary and 
preventive care. 

4. Acute Care 

... Divert resources from inpatient to 
noninstitutional care. 

... Align missions of VA hospitals within the 
VISN reorganization. Consolidate and 
improve resource allocation as necessary. 

... Develop hospital admission, utilization, and 
length of stay criteria and clinical practice 
guidelines to assist clinicians with medical 
decisionmaking. 

... Set standards for appropriate lengths of stay 
(if any) for pre-admission procedures for 
surgery and annual physicals. Schedule 
patients with appropriate providers before 
they are admitted or to preclude admission. 

... Implement a system for consistent and 
routine home follow-up or telephone contact 
with patients. 

... Establish discharge planning programs to 

ensure appropriate follow-up that utilizes 
communiry services and assesses fimctional, 
psychological issues. 

~ SUMMARY OF RECOMMENDATIONS 

... Allocate more resources for hospital-based 
home care and systematic outpatient follow up. 

... Develop and utilize telemedicine devices to 

reduce travel and improve access to care. 

... Utilize lodging alternatives when appropriate 
to avoid hospital admission. 

... Increase VA hospital patients treated from 
834,511 in FY 1996 to 934,652 in FY 1998 
(cosc $811.1 million). 

... Increase ourpatient care staff- visits from 28.4 
million in FY 1996 ro 31.8 million in FY 
1998 (cosc $275.1 million). Increase fee 
outpatient visits from 1.1 million in FY 1996 
ro 1.2 million in FY 1998 (cost: $50.7 million). 

5. Intermediate (Subacute) Care 

... Examine the rypes of patients treated in 
intermediate care beds and reS(fuctLIre 
resources to care for these patients in the 
most effective settings for their conditions. 

... Increase capaciry to provide temporary lodging 
and residential care to accommodate patients 
needing housing but not acute care while 
undergoing diagnostic evaluation or treatment. 

... Expand VA domiciliary care capacity and 
accommodate an average daily census (ADC) 
of 6, 164 in VA's own programs in FY 1998 
and 6,650 in FY 2001 (cost: $34.7 million in 
FY 1998). 

6. Home- and Community-Based Care 

... Allow VA to determine how much commun­
ity nursing home funding to divert to non­
institutional care settings. 

... Develop standards for appropriate use of 
hospital-based home care (HBHC) programs. 

~ Operate 84 HBHC programs by FY 1998 
(cost: $5.9 million). 

... Operate three new VA adult day health care 
programs (a total of 16 programs) by FY 
1998 (cost: $.5 million). 

... Increase rhe number of contracted adult day 
health care programs from 83 in FY 1996 to 

93 in FY 1998 (cost: $1.3 million). 

... Expand the community residential care 
program to accommodate an ADC of 10,416 

INDEPENDENT BUDGET FOR VETERANS' PROGRAMS-FISCAL YEAR 1998 • 



275 

SUMMA"Y OF RECOMMENDATIONS • 

in FY 1998 and an ADC of 11,160 by 2001 
(cost: $1.7 millio~ in FY 1998). 

.. Esmblish three assisted living facilities by FY 
1998. 

7, Nursing Homes and Other Long-Term 
Care Institutions 

.. Work incrementally toward accommodating 
16 percent ofVNs marker share by 2005. 

.. Implement VJ\s planning goal for a nursing 
home workload disuibution of 40 percent in 
community homes, 30 percent in VA homes, 
and 30 percent in state nursing homes. 

~ Increase VA nursing home ADC from 13,642 
in FY 1996 to 15,279 in FY 1998 (cost: 
$138.3 million). 

.. Increase smte home nursing home ADC from 
12,518 in FY 1996 ro 14,020 in FY 1998 
(cost: $24.4 million). 

.. Increase community nursing home ADC 
from 7,414 in FY 1996 ro 8,304 in FY 1998 
(cost: $66.3 million). 

.. Operate 20 new respite care programs (a total 
of 152) by FY 1998 (cosr: $2.9 million). 

.. Expand the VA hospice program by creating 
community-based programs with existing 
hospital-based home care rearns (cost: SO). 

Contracting 
.. Develop a system to monitor care delivered 

by contract organizations to ensure that 
veterans receive high quality care. 

.. Ensure that contracting options do not 
jeopardize programs that currently have 
enough patients to maintain quality of 
services. 

Creating An Adequate Funding Stream 
for lot Health Care 
.. Authorize VA to collect and retain Medicare 

reimbursement for certain veterans. Authorize 
VA to initiate a multi-year pilot project to 
assess the feasibility and cost-effectiveness, 
both to VA and Medicare, of collection and 
retention of Medicare reimbursement. 

.. Allow VA to retain funds from "Iower­
priority" veterans' private insurance. 

.,. Allow VA to treat dependents with private 
insurance or Medicare and retain the funds. 

.. Privatize most medical care cost recovery 
efforts. 

.. Implement systems that will ensure efficient 
collection operations. 

Ensuring Efficiency to 
Meet Program Needs 

1, Sharing 

.. Make VA specialized services available to 
military beneficiaries with adequate 
CHAMPUS reimbursement as long as no 
veterans are displaced. 

.. Capitalize on opportunities to collaborate 
with the military for joint purchasing, 
consolidating lab services, creating clinical 
practice guidelines, providing discharge 
physicals to determine veterans' compensation 
for disability, and developing medical 
technology, such as telemedicine and 
informatics. 

2. Resource Allocation 

.. Ensure appropriate implementation of the 
Veterans Equitable Resource Allocation 
system, adjusting the system as problems are 
identified. 

3, Consolidations and Integrations 

.. Include stakeholders in the decisionmaking 
process to identifY best possible solutions and 
to engender support for consolidations. 

Pharrnncy 
.. Enforce VA regulations that require provision 

of medically necessary aTC products to 

eligible veterans. 

.. Ensure broad participation of VA stakeholders 
including VSOs in the development, 
implementation, and annual review of the 
national formulary. 
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.. Continue to consolidate mail service 
pharmacies and streamline the handling 
process for pharmacy products. 

Special Programs 

1. Homelessness 

.. Provide rigorous case management and 
follow-up care after veterans' discharges from 
VA's homeless programs. 

2. Posttraumatic Stress Disorder (PTSD) 

.. Continue a strong, accessible PTSD program, 
with services tailored to meet individual 
veterans' needs. 

3. Care for the Seriously Mentally III 

.. Create horne and community alternatives to 

institutionalization. 

.. Do not deinstitutionalize patients where no 
community resources exist to serve them. 

.. Make every possible effort to discharge these 
veterans into stable, supported environments, 
with detailed plans to monitor their progress 
and provide aftercare in the community. 

.. Develop adequate housing alternatives, 
sheltered work or activity environments, and 
care management to ensure that mentally ill 
if!dividuals function at the highest possible 
levels. 

4. Substance Abuse 

.. Ensure veterans' access to the panoply of 
services, in medical care, counseling, housing, 
vocational training, and income support, that 
respond to their particular needs. 

.... Assign a care manager to each patient, to 

develop goals for the individual, coordinate 
benefits and services, monitor the patient's 
progress, and revise the treatment plan when 
necessary. 

.. Ensure that a strong aftercare program is in 
place for each patient. 

5. Blind Rehabilitation 

.. Cultivate more visual impairment services 
team coordinators, to develop alternative 
access to training. 

" SUMMARY-OF ftECOMMENOATIONS 

.. Maintain expertise in rehabilitation, 
orientation, and mobility. 

.. Augment professional Staff who have training 
in low-vision aids and devices. 

6. Persian Gulf Veterans Programs 

.. Continue efforts to uncover and treat me cause 
or causes behind Persian Gulf Syndrome. 

7. Preservation Amputation Care and 
Treatment (PACT) 

.. Invest PACf teams in outreach and patient 
education for high-risk VA users. 

8. Prosthetics and Orthotics 

.. Appropriate funds to meet the new demand 
likely to arise ftom increased access to 
prosthetics and orthotics. 

.. Ensure that VHA Headquarters (VHA-HQ) 
monitors the use of prosthetic funds. 

.. Ensure that the quality of equipment is not 
sacrificed by efforts to achieve cost savings. 

.. Ensure that quality, not cost, is the major 
determinant of assessing bids for contracts. 

.. Ensure that PSAS funds are not diverted to 

an extent that jeopardizes efficiency. 

.. Tailor equipment for personal use, subject 
only to clinical judgment and patient 
preference, {Q meet the needs of C<1.ch patient. 

9. Spinal Cord Dysfunction Medicine 

.. Fund a Geriatric Research, Education and 
Clinical Center (GRECC) devoted to 

investigating the consequences of aging with a 
spinal cord injury (SCI) and the special 
treatment needs of veterans with such injuries 
(cost: $3 million). 

.. Shift resources to outpatient care and 
coordinate VA and community resources to 
serve patients in their homes and 
communities. 

.. Develop alternative care settings to meet these 
veterans' needs optimally. 

.. Assess assisted living arrangements, personal 
assistants, hospital-based home care, and 
other options (0 determine, with the patient, 
which care best meets an individual's needs. 
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SUMMARY OF RECOMMENDATIONS .. 

to- Ensure that basic SCI care is available (0 

veterans close (0 home. 

... Assure high-quality care through a cadre of 
health professionals trained in spinal cord 
medicine. 

... Monitor care to ensure optimal quality, 
performance, patiem satisfaction, ;md outcome. 

to- Develop information systems to monitor care 
and target problem programs. 

to- Strive to achieve standards, set by the 
Commission on Accreditation of 
Rehabilitation Facilities (CARF). in all VA 
rehabilitation programs. 

to- Establish an interdisciplinary team approach to 
managing multiple sclerosis (MS) care in VA. 

to- Implement at least two regional centers for 
MS that coordinate all VA MS programs, 
develop care standards, establish in-service 
education and training programs, and pursue 
MS-rdated health services research. 

Human Resources 
to- Include staff in the VA reorganization 

planning and decision making process. 

... Develop a clear and systematic approach to 

employee reductions. 

to- Establish and implement performance 
indicators and operating criteria for the 
allocation of personnel. 

to- Ensure that staff reorganizations preserve the 
quality of VA services and help VA (0 achieve 
necessary shirrs in care delivery. 

1. Nurses 

to- Continue to monitor the implementation of 
amendments to the Nurse Pay Act and 
problems in salary compression and pay 
retention. 

to- Recruit nurse practitioners to supplement 
primary and preventive VA providers. 

2. Physicians 

to- Reprogram staff requirements to emphasize 
primary and preventive care needs. 

to- Offer generalist "retraining" to specialists as a 
recruitment tool. 

3. Dentists 

to- Continue to strengthen VA-dental school 
affiliations and seek opportunities for sharing 
resources and facilities with dental schools. 

to- Provide 50 dental residency stipends. 

4. Physician Assistants 

to- Take steps to ameliorate retention problems 
and to improve recruitment of physician 
assistants by implementing more competitive 
salaries. 

5. Education and Training 

to- Initiate and expand programs to train 
students and medical students in primary care 
specialties. 

... Maintain competitive stipend" to ;mract 
medical residents and other trainees. 

to- Offer tuition reimbursement programs to 

students in return for service at VA. (See 
Educational Loan Repayment Program.) 

VA VOlunteer Programs 
... Designate a staff person to be responsible for 

recruiting volunteers, developing volunteer 
assignments, and maintaining a program that 
formally recognin~s volunteers for their 
contributions. 

to- Develop new volunteer assignment plans to 
respond to the increasing need for volunteers 
in outpatient dinics. 

to- Develop, retain, and implement alternate 
outpatient activities for volunteers and 
encourage local volunteers to participate. 

B. MedIcal ... PnIs1heIiC Research 
Ito Appropriate rotal funding of $272 million. 

Include $20 million more to launch the 
Designated Research Areas (DRAs) initiative 
and suppOrt existing statutory research 
earmarks. The total research appropriation 
recommendation for FY 1998 is $292 million. 
Funding should be allocated as follows: $200 
million for Medical Research; $31 million for 
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Rehabilitation Research; $41 million for 
Health Services Research and Development; 
and $20 million for the ORA. initiative. 

.. Broaden the definition of research. 

.. Create 13 DRAs, as recommended by the 
Veterans Health Administration Research 
Realignment Advisory Committee. 

.. Give VA clear authority to develop private­
public partnerships, including partnerships 
with for-profit medical entities. 

C. MIIdicaIldminlslralion ... MISceII8I1eous 
DDeraIinII EIQIIInses IMIMOEJ 

~ Appropriate $ 63.6 million and 610 FrEEs 
(the FY 1997 staffing level) to ensure that 
VHA-HQ can provide the necessary leaders­
hip and guidance in VHA reorganization. 

.. Appropriate $600,000 to ensure that VHA­
HQ has adequate training funds to support 
new staff activities and roles. 

.. Ensure that staff have skills needed (() 
perform the duties of their jobs. 

.. Ensure that authorized funds t(lr 
miscellaneous comracts, personal service 
contract3, and increased tuition facilitate staff 
development for VA transition. 

.. Develop systemwide guidelines, practice 
parameters, perf()rmance standards, outcome 
measures, Criteria for Potential Realignmmt, 
and other policy based on current practice. 

D. Educational Loan RIlP8VII18IIl Program 
.. Authorize the VA Educational Loan 

Repayment Program to n:plao: the Health 
Professionals Educational A~sistance Program. 

.. Appropriate $15 million to help VA recruit 
clinicians in high demand positions. 

ConSlrUClion ProgramS 

.. Incorporate inter- and intranetwork urililarion 
patterns into constnIction planning to 

optimize resource sharing. 

.. SUMMARY Of RECOMMENDATIONS 

.. Monitor the impact of organizational changes 
on project development time and operational 
efficiency. 

.. Establish a formal mechanism to involve local 
stakeholders in planning and designing new 
projects, particularly Minor Construction 
projects. 

.. Provide permanent authority for the 
Enhanced-Use Leasing Program and eliminate 
the five-projects-per-year cap. 

.. Expand access to primary and preventive care, 
through leasing, sharing agreements, or 
contracting for these services. 

.. Consider acquisition and conversion as 
alternatives to ne\'I construction whenever 
possible. 

B. MalOr construction 
.. Appropriate $391.5 million f()f Major 

Construction projects, including leases that 
exceed $300,000 for o\.upariem dinics and 
nursing homes. 

.. Identi~1 replacement and modernil~ltion 
projeccs that provide natura! ha1 .. ard mitigation 
dnd modernize and upgrade the physical plant 
according ro established priorities. 

... Open 24 new clinics through lease arrange­
ments in areas that are convenient (0 veterans. 

.. Construct three assisted living bciliries and 
one new VA nursing home. 

... Open seven new nursing home ta.cilities 
through leasing ~lrr;\ngernenrs. 

III>- Appropriate funds to construct four new 
outpatient facilities. Consider sites adjacem to 
or within veterans' outreach centers. 

.. Increase nursing home bed capacity, primarily 
by converting unused inpatient hospital beds 
where feasihle or by lea..~ing. 

III>- Appropriate funds to acquire land hlr national 
cemeteries in states with no available grave sites 

.. Construct (\Vo ne\,-,' national cemeteries 
annually until the National Cemetery System 
meets previously stated goals of a minimum 
of one open cemetery in each state. 
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SUMMARY OF RECOMMENDATIONS ~ 

c. .. CIIIIsIruI:IIaI 
II> Appropriate $299.9 million for Minot 

Construction projects. 

II> Raise the $3 million cost limitation for 
Minor Construction projects to a level that 
keeps pace with inflation. 

II> Develop alternatives to nursing homes, such 
as affordable assisted-living residential 
complexes that maximize independence. 

II> Convert six 3D-bed wards to nursing home 
care. 

II> Develop temporary housing and residential 
care capacity that will accommodate patients' 
housing needs while they are undergoing 
diagnostic testing and treatment but do not 
require acute hospital care. 

II> Appropriate $49 million for existing National 
Cemetery System construction projects. 
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D. ,.. .... lIMMnIfInI 
II> Provide $1.5 million for this fund. 

II> Promote private-sector construction of 
parking facilities through the Enhanced-Use 
Leasing program. 

l GrIlls lor ... CllIIbIcIDa of StIlI 
EIbIndIId CInI FICIIIIIS 

Provide $80 million for these grants, to fund a 
portion of pending applications for the state 
home programs. 

F. IIrInIIlar IhI CGIIsIrucIIIn of StIlI 
VIIIIII'IIIS cemetartes 

Appropriate $2.5 million to fund VA-anticipated 
program requirements. 

II. IIrIoIs to IhlIIePIIIIIIC of IhII'IIIIIIIIIIIII 
Appropriate $500,000 to meet the Manila 
facility's repair and renovation needs . 
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~ J • Initiatives· • .egJS atJve 

VA Medical Programs 
Reform eligibility for VA health care benefits. 
Require VA to provide the full continuum of VA 
health care services, including readily accessible 
outpatient and long-term care, to Core Group 
veterans. The IBVSOs define the Core Group as 
service-connected veterans of all disability ratings. 
low-income veterans, cata5uophically disabled 
veterans, and those described in special categories 
in lide 38, U.S. Code. Public Law 104-262 
eases access to ourpariem and prevemive care and 
is an important first step to providing more 
convenient, high-quality, and cost-effective care 
to veterans. However, the law does nO[ change 
access to nursing home, domiciliary, and Jong­
term care for veterans for treatment of service­
connected disabilities. 

Ensure adequate congressionally appropriated 
support for Core Group veterans' health needs. 
Ensure that Congress maintains its com mitment 
ro cover the cost of VA services fo r Core Group 
veterans by providing full funding from a 
mandatory spending account. 

Allow VA to retain thin:I-party reimbursement. 
Allow VA to retain third.party paymentS for 
creacmem of veterans in the Medica] Care accounr. 
The ability to recain third-party reimbwsements 
&om all veterans would encourage a strong COSt­
recovery effort. It would also increase access ro VA 
sernces for higher-income veterans when they or a 
third-party payer can cover the cosr of VA care. 

Authorize treatment of aduJt dependents of 
veterans when they or a third-party payer can 
cover the cost of VA care. Adulr dependentS of 
veterans should be able to choose VA where space 
and resources exist to ~rve them. Authoriz.ing VA 
to creat adult dependents does nO{ conscituce a 
new encidement (Q VA heahh care. Rather, ic 
gives VHA an opportunicy (0 use some resources 
more efficiendy in exchange for a new source of 
revenue and allows dependents (Q use VA heahh 

care under certain conditions, so as to ensure that 
veterans always have priority to treatment. VA 
would recain the funds for treatment of adult 
dependents in the MedicaJ Care account. 

Authorize VA to collect and retain Medicare 
reimbursement for certain veterans. VA should 
be authorized [0 initiate a multi-year pilot project 
(Q assess the feasibilicy and cosf-effectiveness (both 
to VA and Medicare) of collection and rerention 
of Medicare reimbursement. VA would only 
collect and rerain Medicare payments for 
treatment of non-Core-Group veterans and all 
Medicare-eligible dependenrs. VA would rerain 
the Medicare funds in the Medical Care account. 
VA would continue to cover rhe costs for 
treatment of Core Group veterans and therefore 
would not collect Medicare paymenrs for these 
veterans. VA should be allowed to compete with 
private-sector Medicare providers by offering 
HCFA discounted rates (as long as rares cover 
the cost of care provided). 

Allow a portion of reimbucsements to remain 
in the VA facilities that provide treatment. 
Allow individual medical facilities to rerain a 
specific share of reimbu rsements rhey collect . {Q 

encourage initiati ve and growth. Allow the resr 
{Q be distributed. through a cemraliz.ed 
decision making process, m areas where high­
prioricy needs exist. 

Expand VHA's authority to allow them to 
provide procreative services and pre- and post· 
natal care. Include in the VA definirion of 
"medical services" those services designed ro 
overcome service-connected and nonservice­
conneaed disabilities affecting procreation. VA 
should offer pre- and post-natal can:! in its women's 
health care programs to Core Group veterans. 

Grant carry-over authority for medical care 
funding. Allow VA to carry over (Q the following 
year funds not spent by the end of the fJSCal year. 
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Shield VA from the impaa of sequestration. 
Legislativdy provide toed exemprion from 
sequestration for VA medical care appropriations. 

Eliminate arbitrary restrictions on full-time 
employce equivalents. Gram VA medical cemer 
direccors me discretion to hire necessary staff 
within funds available [0 their ccnters, including 
«tained mied-party funds. 

Expand me definition of research ro allow 
nonprofit research corpo",tions ro accept and 
expend funds fOr educational activities mat 
bendit their affiliated VA medical ""nters. This 
would give VA and VA personnel access ro rhe 
substantial amount of private funding available 
for continuing medical education. 

,.Ier •• s' .... nIS 
To keep paa wim inflation, compensation 
must be adjusted at least annually. Cosr-of­
living adjustments for all caregories of disability 
compensation and Dependency and Indemnity 
Compensation rates mwt be sufficiem to offset 
the risc in the cost of living. 

Exempt VA bendits from rhe "pay-go" 
provision of me Budget EnIOocement Act. Allow 
Congress to base new benefics on their merit, 
ramer man arbirrary budget rules. 

Oppose: me taxation of VA benefits. Seek 
legislarion expressly exempting VA benefits from 
any form of taXation. 

Rem~ the 2-year limitation on payment of 
accrued benefits. Correct me injusrice rhar 
occurs when delays or errors by VA defer a claim 
determination for more [han 2 years and me 
daimanr's dearh inrervenes before the eventual 
t.vorable decision and benefits payment. Rq>eaI 
38 U.S.c. § 5121 (aJ and aumori"" award of all 
retroacrivc: benefits due to the beneficiaries 
enticled under section 5121 (a)(I)-(4). 

Seck legislation to provide fOr comaion of 
"dear and IJIUlli<tabbk error" occurring at rhe 
Board of Veter.ons' Appeals. This would allow a 
claimant to challenge an otheIWise final Board 
decision on the basis of dear and unmistakable 
error, fO require the Board to decide the question 
and correct me error where found, and to allow 
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a claimant [0 seek judiciaJ review of the Board's 
finding of no clear and unmisrabble error. 

Authorize increased compensation based on a 
temporary total rating fOr hospitalization or 
convalescence, effective on rhe hospital admis­
sion date or the date of treatment or swgery 
mat necessitates convalescence. Seek legislation 
to exempr temporary roed rating< from 38 U.s.c. 
§ 5111. to guarantee veterans the compensation 
needed to offset me toed disability during me 
firsr monrh in which remporary toed disability 
occurs and to rerruxiy the current law's inequitable 
dday in payment and adverse oconomic effects. 

Correct rhe inequity mat exists in rhe 
requirement mat reduces military retired pay by 
an amount equal to disability compensation 
receM:d. Allow full military «rired pay based on 
longevity wirh concurreD[ receipr of full VA 
disability compensation on the principle that 
these two bene6.cs are not duplicative, bur are 
based on different entiding hactors. 

R.:move me requiremenr mat military 
nondisability separation, 5C'YCrance, or 
readjustment pay be oflSet against VA disability 
compensation. Veterans earn compensatory pay 
for injuries incurred through service to their 
counlty. They earn military pay mrough 
employment. Therefore, compensation as a result 
of one's military service should not be offset 
againsr VA disability compensarion. 

Remove the 3-year lintitation on rhe time for 
amending laX returns. Enact legislation 
authorizing veterans to file amended federaJ 
income tax rerurns for periods preceding the lase 
3 years. This will aJlow veterans to recover taxes 
incorrecriy wirhheld from disability severance pay 
more than 3 years earlier and claim fax 
exemptions, based on VA disability ratinl1 or 
corrected military records, mac should result in 
retroactive disabilicy payor compensation. 

Allow reinstatement of survivor benefits 
eligibility to ",t=' spouses who h.", 
remarried and men ended these: subsequent 
marriages. Congress should repeal me Omnibus 
Budget Reconciliation Act of 1990 provisions 
limiting revived Die eligibility ro cases of 
annulled and voided marriages. Widows and 
widowers of Cmrral Inrdligence Agency 
employees recently received chis reinstatement of 
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eligibility. Congress should provide the same 
benefit w veterans' surviving spouses. 

Permanendy authorize VPls home loan 
programs to provide adjustable rate mortgages. 
This will afford veterans and active-duty military 
personnel the same financing option available to 
many other home buyers. 

Provide necessary appropriations to fund all 
projected rehabilitation revolving fund loan 
applications. Once veterans' enridement w 
rehabilitation services is derermined, funding must 
be available immediately to meer the needs 
veterans and their counselors identifY during initial 
evaluations. These programs are designed to make 
veterans optimally productive and independent. 

Compensate non-pay training and work 
experience for vocational rehabilitation in the 
private sector. Allow private-secwr non-pay work 
experiences to augment federal, state, and local 
programs as authorized senings for vocational 
rehabilitation. 

Expand the case management system for 
vocational rehabilitation to include Disabled 
Veterans Outreach Specialists employed at local 
job service offices. These individuals playa central 
role in the successful rehabilitation of veterans. 

Adjust monetary assistance for purchase of an 
automobile (and adaptive equipment) for 
certain veterans. Increase the monetary assistance 
(Q veterans for purchase of automobiles from 
$5,500 to $17,376, 80% of the average cost of a 
new car (in 1996, $21,720). This is a one-time 
grant for which a limited number of service­
connected veterans are eligible. Also, provide for 
annual cost-of-living adjustments in the 
automobile grant. 

Refund an individual's Montgomery G.l. Bill 
(MGIB) contributions when discharge was 
characterized as "general" or "under honorable 
conditions." Allow for the refund of an 
individual's MGIB contributions when his or her 
discharge was characterized as "general" or 
"under honorable conditions." 

Increase MGIB allowance. The basic MGIB 
allowance should be adjusted to a level that 
provides veterans more assistance in meeting the 
costs of pursuing a course of education. 
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.. LEGISLATIVE INITIATIVES 

Adjust Chapter 35, Tide 38 U.S.c. benefits 
and provide for annual cost-of-living 
adjustments. Adjust the benefit rate for the 
Survivors' and Dependents' Educational 
Assistance Program to reflect cost -of-living 
adjustments since 1989. Also, provide for annual 
cost-of-living adjustments for these educational 
assistance benefits. 

Adjust housing and adaptation grants and 
provide for annual cost-of-living adjustments. 
Seek legislation to adjust the amount of the 
housing and adaptation grants to offset effects of 
escalating costs. 

Allow VA to reimburse veterans or their families 
for headstone or marker purchases. Congress 
should amend 38 U.s.c. § 2306 to reinstate 
former subsection (d), which had provided for 
reimbursing the cost of acquiring a headstone or 
marker privately, in lieu of furnishing a 
government headstone or marker. 

General Operaling EIPense 
Provide de novo review authority for Post­
Decision Review Officers. Seek legislation to 
authorize de novo review by independent post­
decision review officers who will be responsible for 
working with the claimant and taking appropriate 
aaions to ensure that a correa decision is made 
on the claim for benefits or services. 

EmploJmenl and Training 
Service 
Rescind the residency requirements for Director 
and Assistant Directors of Veterans Employment 
and Training. These positions are the only 
government jobs requiring the applicant to be a 
bona fide resident of the state for at least 2 years. 

Amend Chapter 42, Tide 38, u.s.c. § 4212 to 
include federal grantees (with awards of 
$25,000 or more) under the Affinnative Action 
Provisions. Current law only covers certain 
federal contractors. We believe other recipients of 
federal financial assistance should be required to 
take affirmative action to employ and advance in 
employment certain covered veterans. 
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LEGISLATIVE INITIATIVES .. 

Provide an appeal process for veterans who 
believe their veterans' preference or affirmative 
action rights have been violated. This would 
require amendments to both tides 38 and 5 U.s.c. 

Amend the definition of disabled veterans fOr 
allinnative action purposes. Currenr law defines a 
disabled veteran as one who has a servicc-<onneaoo 
disability of 30% or more for affinnative acrion. 
We believe it should be changed to 10% or more. 

TIle clun If 'elerans IpPBais 
Provide Pro Bono Program funding in a 
separate line item. This valuable program 
affords those veterans who otherwise could not 
afford it with legal represencarion in pursuing 
their appeals. 

Allow fOr payment of Equal Aca:ss 10 

Justice Act (EAJA) award to nonanomey 
representatives. Seek legislation to allow for the 
payment of EAJA awards to nonarrorney 
representatives resulting from the successful 
challenge of agency policies. procedures. and 
regulations before the CoUrt as authorized 
by EAJA. 

Claslr.Cliln Pre.ra.s 
ReI~ VA from federal acquisition regulations. 
to allow more cost-effective construction 
projects. Federal regulations, as well as V!\s self­
imposed regulations, increase cosrs of VA 
construction by as much as 5 percent. according 
to the National Institute of Building Sciences. 

Increase the cap on Minor Construction 
projects. Congress last increased the Minor 
Construction cost limitation (from $2,000,000 
co $3.000,000) in fiscal year 1991. The account 
currently covers construction projectS whose costs 
are estimated to range from $750,000 to 
$3,000,000. Inflation has eroded construction 
dollars' purchasing power since then and VA has 
ddcgared more authority to the field. For FY 
1998. Congress should adjusl Ihe Minor 
Construction cap to incorporate inflation COSts 
since fiscal year 1991 and to provide VA field 
managers more discretion in designating high 
priority projects . 
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Eliminate the Minor MisceUaneous 
Construction and include funding for such 
projects under the appropriate VA medical 
program accounts. VA currently funds minor 
miscellaneous projects from $150,000 to 
$750,000 from the Minor Miscellaneous 
account. This proposal would authorize Network 
Directors to use the Minor Miscellaneous 
account to meet the needs of their catchment 
areas as specified in their strategic business plans. 

Tile Role If Ille ,.Ierans 
Senice Or •• llzaIIOnS 
Establish a mandatory advisory role for the 
VSOs. Enact legislation requiring thac VA 
include VSOS on all commissions, committees, 
or boards involving VA policy and planning 
efforts that affect VA missions. It is particularly 
important to include veterans service 
organizations on veterans integrated service 
networks (VISN) managemenr advisory councils 
as VA transitions to network management and 
resource allocation. Communicarion with 
veterans and their advocates is critical to 

successful major system teform. Most of the 
major VSOs have already provided VA network 
directors w1th a protocol for identifying local 
contacts. 
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WRITTEN COMMITTEE QUESTIONS AND THEIR RESPONSES 

CHAIRMAN STUMP TO DEPARTMENT OF VETERANS AFFAIRS 

QUESTIONS FROM CHAIRMAN BOB STUMP 

Question 1: For purposes of this question, please assume the following scenario: the 
Department must rely on Medical Care appropriations alone for the period FY 1998 
through 2002. Such appropriations are frozen at FY 1997 funding levels, but the 
Department could not retain any new third-party collections' revenues or Medicare 
revenues. Assuming this scenario, please provide program resource data to include 
workload (for VA and non-VA facilities) and FTEE projections and the assumptions 
underlying such data. To the extent possible, please array such data so as to provide 
revised charts for pages 2-39 through 2-43,2-45-49 of volume 2 of the Department's five­
volume budget submission for Fiscal Year 1998. 

Answer: The attached charts (Attachment 1) reflect the committee's scenario for the 
budget year and provides an approximation of impact. These estimates were generated 
by simply using national averages of past resources and workload. They do not reflect 
the actual outcomes and efficiencies that would result through Network planning and 
implementation. 

In summary, based on this existing model, V A would not be able to treat 105,000 
veterans in 1998, with an even more severe impact in the outyears. This straight-line 
funding level obviously means we would not be able to go forward with our plans of 
30-20-10 if these new revenues are not approved. 

1998 1999 2000 2001 2002 
Shortfall ($000) ($648,985) ($1,319,015) ($2,027,789) ($2,696,992) ($3,475,791) 
Unique Individuals (105,423) (214,265) (329,400) (438,108) (564,618) 
Inpatients Treated (35,421L (69,220) (102,325) (130,858) (162,159) 
Outpatient Visits (1,179,000) (2,304,000~ (3,406,000) (4,356,000) (5,398,000) 
FfE (6,643) (12,983) (19,192) (24,546) (30,417) 

39-302 97 - 10 
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ATIACHMENT#1 

~ Program Resource Data 

-----------------------
Unique Patients by Patient Care Group 

1997 

1996 Budget Current 1998 Increase/ 
Patient Care Group Actual Estimate Estimate Estimate Decrease 

Basic care ................................ . 2,793,824 2,704,431 2,790,113 2,689,961 (100,152) 

Special care .......................... . 143,176 154,151 146,887 141,616 (5,271) 

Total ............................ . 2,937,000 2,858,582 2,937,000 2,831,577 (105,423) 

Basic Care category consists of veterans whose health care needs can be met with standard benefits, while 
the Special Care category consists of veterans with health care needs in excess of the standard benefit. 
Special Care category patients are those with severe mental illness, spinal cord injury, extensive long term 
care and transplant needs. 

Medical Care 

Number of VA Installations 

1997 
1996 Budget 

Actual Estimate 
Veterans Integrated Service Networks ... 22 22 
V A hospitals ................. 173 173 
V A nursing homes .... 133 135 
VA domiciliaries ....... 40 39 
Outpatient clinics .................. 398 404 

A 

Current 1998 Increase/ 
Estimate Estimate Decrease 

22 22 0 
173 173 0 

135 135 0 

40 40 0 
428 428 0 
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AITACHMENT #! 

Summary o f Workloads for VA and Non-VA Facilities 

1997 

1996 Budget Current 1998 Increase/ 
Actual Estimate Estimate Estimate Decrease 

Acute hospital care: 
Average daily census .... )3,948 13,214 12,266 10,251 (2,015) 

Patients treated ............ 621,495 606,210 575,334 520,254 (55,080) 

Length of stay in FY 11 8.2 8.0 7.8 7.2 (0.6) 

Rehabilitative care: 

Average daily census ... 1,642 1,473 1,516 1,255 (261) 

Patients treated ..... .... 18,625 18,018 18,021 16,302 (1,719) 

Length of stay in FY 1/ .. 32.3 29.8 30.7 28.1 (2.6) 

Psychiatric care: 

A verage daily census ........ 11,037 11,760 10,357 8,596 (1 ,761) 

Patients treated ..... ..... . 177,287 188,000 172,624 156,105 (16,519) 

Length of stay in FY 1/.· ... 22.8 22.8 21.9 20.1 (1.8) 

Nursing home care: 

Average daily census ........ 33,733 36,604 35,182 34,448 (734) 

Patients treated ........... 82,390 83,038 86,091 83,966 (2,125) 

Length of stay in FY 1/ ... 149.9 160.9 149.2 149.7 0.5 

Subacute care: 

Average daily census ........ 5,085 4,726 4,369 3,600 (769) 

Patients treated .... 32,691 28,000 28,605 25,763 (2,842) 

Length of stay in FY 1/ .. 56.9 61.6 55.7 51.0 (4.7) 

Residential care: 
A verage daily census . 9,319 9,163 9,612 9,548 (64) 

Patients treated ...... 28,036 24,460 29,142 28,604 (538) 

Length of stay in FY 1/ ..... 121.7 136.7 120.4 121.8 1.4 

Total inpatient facilities: 

Average daily census ...... 74,764 76,940 73,302 67,698 (5,604) 

Patients treated ...... 960,524 947,726 909,817 830,994 (78,823) 

I I Similar to fiscal year obligations, length of stay reflects only days of care generated in that fiscal year. 

B 



288 

ATIACHMENT#I 

Summary of Workloads for V A and Non-VA Facilities (continued) 

Medical outpatient visits (000) 

1997 

1996 Budget Current 1998 Increase/ 
Actual Estimate Estimate Estimate Decrease 

Outpatient Visits I I: 
Staff .. ..... ... 28,360 30,260 29,209 28,936 (273) 

F ..... . ................. 935 1,060 935 900 (35) 

Readjustment counseling 760 751 767 759 (8) 

Tot.I. ............................ .... . 30,055 32,071 30,911 30,595 (316) 

Staff and fee outpatient dental program 

1997 

1996 Budget Current 1998 Increasel 
Actual Estimate Estimate Estimate Decrease 

Staff examinations .. ............ . 234,968 220,000 235,000 233,000 (2,000) 

Staff treatments ............ ..... ...•.•. ... . 152,373 150,000 150,000 148,500 (1.soo) 

Fee cases . ................... . 16,647 17,000 16,500 15,900 (600) 

CHAMPV A workload. 

1997 

1996 Budget Current 1998 Incre.sel 
Actual Estimate Estimate Estimate Decrease 

Inpatient census .................... 150 150 150 144 (6) 

Outpatient claims .............. .. 822,637 850,000 822,637 788,916 (33,721) 

II Outpatient visits reflect a revised method of accounting in this request. Th.I997 Budget Estimate 
w.s adjusted to .ccount for this change. 

C 
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AITACHMENT#l 

Medical Care 

Summary of Obligations by Activity 

(dollars in thousands) 

1997 

1996 Budget Current 1998 Increase/ 
Actual Estimate Estimate Estimate Decrease 

Acute hospital care ... . $5,584,433 $5,539,509 $5,418,390 $5,002,001 ($416,389) 

Rehabilitative care ... 400,093 321,867 399,390 363,290 (36,100) 

Psychiatric care ... 1,600,741 1,709,625 1,627,915 1,485,183 (142,732) 

Nursing home care ... . 1,646,252 1,846,882 1,820,136 1,902,694 82,558 

Subacute care ... . 567,389 762,532 519,692 470,716 (48,976) 

Residential care .... 259,616 282,185 284,695 300,122 15,427 

Outpatient care ... 5,504,543 5,849,481 6,281,535 6,858,827 577,292 

Miscellaneous bene. & sves ... 718,333 656,326 726,354 698,753 (27,601) 

CHAMPVA ... 91,456 106,040 91,553 88,074 (3,479) 

Total obligations ..... $16,372,856 $17,074,447 $17,169,660 $17,169,660 $0 

Less reimbursements .... (74,600) (66,000) (75,000) (143,000) (68,000) 

Unobligated balance expiring ... 14,174 

Unobligated balance available (SOY) ... (500,893) (500,893) (731,213) (650,000) 81,213 

Unobligated balance available (EOY) ... 731,213 500,893 650,000 568,787 (81,213) 

Total appropriation ... $16,542,750 $17,008,447 $17,013,447 $16,945,447 ($68,000) 

D 
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Comparative Employment Ratios 

Staffing ratios (FfE/Census): 
Acute hospital care .. .. .... . , 

Rehabilitative care ...... . 

Psychiatric care .. .. .... . 

Nursing home care ..... . . 
Subacute care .... .. . 

Residential care .. . 

FfE/ l ,OOO patients treated: 
Acute hospitaJ care .. . 

Rehabilitative care .. . 

Psychiatric care 
Nursing home care ... 

Subacute care. 
Residential care .... . 

FfE/ l ,OOO visits .. .. 

1996 
Actual 

4.87 
3.49 
2.28 

0.58 
1.89 
0.40 

109 
307 
142 
237 

295 
132 

1.9 

11 Restated based upon new display fonnat. 

1997 
Budget Current 

Estimate 1/ Estimate 

4.49 4.99 

3.45 3.53 
2.04 2.31 

0.55 0.58 
2.47 1.92 
0.38 0.40 

98 106 
282 297 
128 139 
245 238 

417 294 
141 133 

1.9 2.0 

E 

ATIACHMENTtll 

1998 Increase/ 
Estimate Decrease 

5.40 0.41 
3.85 0.32 
2.53 0.22 
0.58 0.00 
2.20 0.28 
0.41 0.01 

106 0 
2% (1 ) 
139 0 
237 (1) 
307 13 
136 3 

2.1 0.1 
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AITACHMENT#\ 

Payroll Analysis 

Personal Services Personal Percentage 

Obligations Services Increase/ 

Fiscal Year (dollars in thousands) perFfE Decrease 

1983 $5,016,477 $26,583 

1984 ................... 5,275,245 27,697 4.19% 

1985 ................... 5,615,266 28,970 4.60% 

1986 ................... 5,776,292 29,705 2.54% 

1987 ................... 6,052,013 31,122 4.77% 

1988 ................... 6,433,497 33,197 6.67% 

1989 ................... 6,782,103 35,360 6.52% 

1990 ................... 7,278,063 37,550 6.19% 

1991 ................... 7,925,079 40,413 7.62% 

1992 ................... 8,783,205 43,958 8.77% 

1993 ................... 9,415,673 46,036 4.73% 

1994 ............ 9,872,846 48,424 5.19% 

1995 ................... 9,987,439 49,826 2.90% 

1996 ................... 10,104,034 51,775 3.91% 

1997 Estimate ... 10,337,261 54,695 5.64% 1/ 

1998 Estimate ... 10,056,224 55,705 1.85% 

11 Larger than expected increase due to buy-out and decline in staffing. 

F 
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AITACHMENT#I 

Employment Analysis 

1997 

1996 Budget Current 1998 Increase I 
Actual Estimate Estimate Estimate Decrease 

FfE by type: 
Physicians ... 11,891 11,479 11,512 11,056 (456) 

Den tis ts. ........... ....................................... 906 897 877 836 (41) 
Registered Nurses .. 37,187 36,380 35,999 34,818 (1 ,181) 

LPN/LVN/NA. .. 22,033 22,416 2U28 20,137 (1,191) 

Non·physician providers .... ... .................. 3,157 3,012 3,055 3,139 84 
Health techslallied health ... 38,640 37,505 37,405 36,473 (932) 
Wage board/P&H ... 29,109 29,324 28,169 26,204 (1,965) 

All other ... 52,230 49,987 50,655 47,865 (2,790) 

Total... 195,153 191,000 189,000 180,528 (8,472) 

FfE by activity: I I 
Acute hospital care ... 67,902 59,596 6U75 55,311 (5,864) 

Rehabilitative care .... 5,724 5,111 5,344 4,832 (512) 
Psychiatric care .... .................. 25,162 24,108 23,944 21,716 (2,228) 
Nursing h ome care .. 19,567 20,398 20,494 19,932 (562) 
Subacute care ... .............. 9,634 11 ,722 8,399 7,919 (480) 
Residentia l ca re ....... 3,700 3,465 3,864 3,876 12 
O utpatien t care ... 56,906 60,562 59,653 6U65 1,512 

Miscellaneous bene. & svcs ... 6.416 5,891 5,985 5,635 (350) 

CHAMPVA ... ................. ... 142 147 142 142 ° Total.... 195,153 191,000 189,000 180,528 (B,472) 

FfE by function: 
Direct cace .... ... 142,232 138,548 137,747 132,976 (4,771) 
Support... 27,443 26.978 26,578 24.823 (1.755) 
Engineering and environmental mgmt ... 24,043 24,087 23,285 21,483 (1 ,802) 
All other. ..... ......... ........................................ \,435 1,387 1,390 1,246 (144) 
Total.. 195,153 191,000 189,000 180,528 (8,472) 

11 Restated based upon new display {annat. 

G 
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AITACHMENT #1 

Patient Resource Data 

1997 
1996 Budget Current 1998 Increase / 

Actual Estimate 1/ Estimate Estimate Decrease 

Average obligation/ patient day: 
Acute hospital care . ... ... ...... ..... ... ... .. .... $1,093.92 $1,143.27 $1,210.25 $1,336.86 $126.61 
Rehabilitative care 665.74 595.14 721.78 793.08 71.30 
Psychiatric care ..... .... 396.27 396.50 430.63 473.36 42.73 
Nursing home care. 133.34 137.87 141.74 151.33 9.59 
Subacute care .... .... .. , 304.87 440.29 325.89 358.23 32.34 
Residential care ..... .. 76.12 84.05 8l.15 86.12 4.97 

Average obligation / patient treated: 
Acute hospital care .. " ....... . $8,985 $9,096 $9,418 $9,615 $197 
Rehabilitative care .. 21,482 17,759 22,162 22,285 123 
Psychiatric care ... 9,029 9,053 9,430 9,514 84 
N ursing home care ... 19,981 22,182 21,142 22,660 1,518 
Subacute care ... .. ; 7,356 27,125 18,168 18,271 103 
Residential care 9,260 11,493 9,769 10,492 723 

Obligation per visit: 
Outpatient visit (staff & fee) ... $187.90 $186.02 $208.38 $229.88 $21.50 

I I Restated based upon new display format. 

H 



294 

Education and Training Summary 

VHA He.a.lth Professions Education 

(dollars in thousands) 
1997 

1996 Budget 
Actual Estimate 

Obligations by Health Profess ions Program: 
Physician Residents ann Fellows ... .. $349,061 $388,702 

Associated Health Residents & Students ... 40,203 40,817 
Subto tal .... ... . ... $389,264 $429,519 

Obliga tions by Support Account: 
VAMC Ins tructional Support ... $231,647 $252,719 

V AMC Resident Administrative Support ... . 123,791 134,065 
SubtotaL .. . .. .......... $355,438 $386,784 
Total Obligations .. .. . $744,702 $816,303 

Health Professions Individuals Rotating Thru V A: 
Physician Residents & Fellows .. . 32,612 34,260 

Medical Students ... 20,011 21,349 
Nursing Students ...... 27,194 25,882 
Associated Health Residents & Students 27,096 27,212 

Total... 106,913 108,703 

Health Professions Paid Positions: 
Physician Residents &: Fellows ... 9,063 9,063 

Associa ted Health Residents &: Students ... 2,901 2,901 
To tal ................. ....... 11,964 11,964 

Employee Education 

(dollars in thousands) 

1997 
1996 Budget 

Actual Estimate 1/ 
Obligations: 

Continuing Education of VAMC Staff $122,994 $132,472 

Employee Education System .. 24,920 19,886 
Subtotal .. . . .... . $147,914 $152,358 

Administrative Trainees .................. ..... ... 6,265 6,573 
Tota l Obligations .. $154,179 $158,931 

Number of Participants 196,316 250,800 

ATIACHMENT #I 

Current 1998 Increase/ 
Estimate Estimate Decrease 

5383,875 $383,875 $0 
43,923 43,923 0 

$427,798 $427,798 $0 

5241 ,077 $241,077 $0 
128,803 128,803 0 

$369,880 $369,880 $0 
$797,678 $797,678 $0 

32,612 31,117 (1,495) 

20,011 20,011 

27,194 27,194 0 

27,096 26,184 (912) 

106,913 104,506 (2,407) 

8,881 8,474 (407) 

3,208 3,100 (108) 

12,089 11,574 (515) 

C urre n t 1998 Inc re ase/ 

Estima te Estimate Decrease 

$127,735 $127,735 $0 

21,994 21,994 0 
$149,729 $149,729 $0 

8,294 8,294 0 

$158,023 $158,023 $0 

196,316 189,322 (6,994) 

11 President's budget estimates are revised based. on new definition of employee education costs. 
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AITACHMENT#l 

Obligations by Object 

(dollars in thousands) 

1997 
1996 Budget Current 1998 Increase/ 

Actual Estimate Estimate Estimate Decrease 
10 Personal services &: benefits: 

Physicians ... . .................. $1,679,032 $1,670,380 $1,701,958 $1,654,454 ($47,504) 

Dentists 98,117 101,889 101,326 97,835 (3,491) 
Registered nurses .... . 2,324,345 2,382,412 2,373,597 2,334,267 (39,330) 

LPN/LVN/nursing asst. .. 756,111 808,883 777,178 746,449 (30,729) 
NonMphysician providers 236,399 233,057 241,448 252,494 11,046 
Health teehs/allied health ... 1,806,294 1,828,520 1,854,034 1,835,174 (18,860) 

Wage rate/P&tH. ... 1,022,237 1,073,857 1,042,825 986,665 (56,160) 
Administration .... 2,022,734 1,976,431 2,085,060 1,992,111 (92,949) 

Perm. change of station 13,199 17,700 14,000 13,540 (460) 
Employee compo payments ... . 145,566 145,835 145,835 143,235 (2,600) 

Subtotal. ... . ........ ........ 10,104,034 10,238,964 10,337,261 10,056,224 (281,037) 

21 Travel and transportation of persons: 
Employee ... 30,628 51,365 51,365 51,528 163 
Beneficiary .. 108,227 114,834 117,834 126,871 9,037 

Other ... . 42,493 51,875 45,875 49,207 3,332 
Subtotal .... 181,348 218,074 215,074 227,606 12,532 

22 Transportation of things ... 24,613 30,128 30,128 30,653 525 

23 CorrununicatiollS, utilities &: other rent: 
Rental of equipment... 32,048 39,460 33,460 34,092 632 
Communications ...... 136,876 158,208 156,208 159,881 3,673 
Utilities ... 263,831 261,530 278,530 290,181 11,651 

GSA basic space Tental... 23,362 25,344 24,966 24,997 31 
Other real property rental... 55,375 52,510 62,792 64,774 1,982 

Subtotal... .. 511,492 537,052 555,956 573,925 17,969 

24 Printing and reproduction ... 12,882 16,695 14,695 14,865 170 

2S Other services: 
Outpatient dental fees ... 12,145 13,270 13,245 13,401 156 

Medical and nursing fees .... 274,802 274,646 288,554 291,636 3,082 
Repairs to equipment &. furniture 92,334 104,930 %,930 99,1J67 2,137 

M&R contractual services ... 55,959 71,915 58,915 60,814 1,899 

Contract hospitalization ... 142,874 173,142 150,080 150,667 587 
Community nursing homes ... 338,450 346,736 324,736 349,591 24,855 

Repairs to prosthetic appliances .. 42,211 39,551 46,551 50,249 3,698 

Personal services contracts ... 53,856 120,641 60,641 62,191 1,550 
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ATIACHMENT#1 

Obligations by Object (continued) 

(dollars in thousands) 

1997 
1996 Budget Current 1998 Increase/ 

Actual Estimate Estimate Estimate' Decrease 
25 Other services (continued): 

House staff disbursing agreements ... $277,272 $314,034 $311,962 $319,108 $7,146 
Scarce medical specialists ... 103,659 108,641 118,641 130,365 11,724 
Other contractual services .............................. 602,857 580,621 678,961 737,269 58,308 
CHAMPVA ... 85,047 98,158 85,047 81,568 (3,479) 

Subtotal. .. 2,081,466 2,246,285 2,234,263 2,345,926 111,663 

26 Supplies and materials: 
Provisions ..................................................... 92,491 102,033 95,033 96,605 1,572 
Drugs & medicines ...... 1,157,708 1,331,084 1,350,211 1,448,182 97,971 
Blood and blood products ..... 37,925 41,113 39,113 39,956 843 
Medical and dental supplies ... 455,917 514,690 479,690 490,559 10,869 
Operating supplies ... 228,516 317,674 262,881 270,865 7,984 
M&:R supplies .... 87,178 122,179 94,530 97,292 2,762 
Other supplies .......................... 100,802 126,146 111,146 116,811 5,665 
Prosthetic appliances ... 262,195 272,652 285,652 297,211 11,559 

SubtotaL ... 2,422,732 2,827,571 2,718,256 2,857,481 139,225 

31 Equipment... 632,804 482,753 566,917 557,247 (9,670) 

32 Lands and structures: 
Non-recurring maintenance (NRM) .... 184,155 235,653 256,017 261,822 5,805 
Capital leases ... 2,900 ° ° Subtotal.. 187,055 235,653 256,017 261,822 5,805 

41 Grants, subsidies and contributions: 
State home ...... 207,487 232,209 232,209 235,014 2,805 
Homeless Grants .... .. 6,069 7,244 7,244 7,364 120 

Subtotal. .. 213,556 239,453 239,453 242,378 2,925 

43 Imputed interest. 874 1,819 1,640 1,533 (107) 
Total obligations 16,372,856 17,074,447 17,169,660 17,169,660 

Less reimbursements ... (74,600) (66,000) (75,000) (143,000) (68,000) 
Lapse ........................... 14,174 
Unobligated. balance available (SOY) .... (500,893) (500,893) (731,213) (650,000) 81,213 
Unobligated balance available (EOy) ... 731,213 500,893 650,000 568,787 (81,213) 
Total appropriation ... ........................... 16,542,750 17,008,447 17,013,447 16,945,447 (68,000) 

K 
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Question 2a: Please provide the methodology, data, and underlying assumptions by 
which you projected MCCR collections of $591 million in FY 1998 and increases of more 
than $75 million annually. 

Answer: We estimate that receipts net of administrative costs from MCCR activities 
would increase $75 million per year. Historical recovery performance is considered, 
along with a current environmental assessment. The third party methodology is based 
on historical patient workload within patient categories (In Patient, Out Patient) 
determined by patient age, eligibility status and bed section for care (OP care being 
treated as two bed sections, billable and non-billable). The current environmental 
factors include the change to primary care in the VHA clinical care system, eligibility 
reform, the fact the Networks would get to keep collections, and changes in the private 
insurance industry payment practices. The specific initiatives to ensure this goal is met 
are discussed in the following question. 

Question 2b: Please discuss in detail each of the proposed changes V A will make in the 
MCCR process to improve insurance identification, enhance billings, etc., and the extent 
to which each proposed change has been tested and fully evaluated. 

Answer: The chart below describes the proposed changes V A will make to increase 
recoveries. We expect the incentive that will be created by allowing networks to retain 
collections to be the greatest catalyst of increased receipts. At this time, however, we cannot 
predict the exact dollar impact of this incentive. 

Initiatives for Increasing Revenues for Medical Care 

Initiative Description Projected 
Recovery 

Insuratlce Identification Pre-registration: Involves contacting patients scheduled $75 million 
(Pre-registratiou, HCFA for outpatient visits to remind the patients of their 
Match) appointment and to update patient infonnation. $6.4 

million was recovered from insurance from 10 medical 
centers in one year. Assuming average recoveries of $60 to $97 
$500,000 per each of 150 medical centers, $75 million in million 
new revenues could be generated. 
HCFA Match: Approximately 5% of the Medicare 
eligible population possess third party primary, full 
coverage, reimbursable insurance as a result of their full 
time employment or the employment of a spouse. 
MCCR is pursuing a match of Medicare and V A records 
to identify primary payer data. If the estimate is correct 
and V A mirrors the private sector, potential recoveries 
from this group may total between $60 to $97 million. 

HeF A Medicare Since V A presently cannot receive reimbursement from $42 million (one 
Remittance Notices Medicare for eligible veterans, MCCR has not been able time) 

to submit claims to Medicare Supplemental insurers $ B million 
similar to those of Medicare providers that have an (recurring) 
accompanying remittance notice from a Medicare Fiscal 
Intermediary or Carrier. Certain payers are with 
holding payment of Medicare Supplemental claims. 
HCFA and VA are negotiating an agreement to allow 
V A to utilize existing Medicare contracts to obtain the 
remittance notices to satisfy payer requirements. A one 
time recovery of $42 million in outstanding unpaid 
claims and a recurring annual $8 million in additional 
revenue are expected as a result of this contract and 
change in processing. 
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Initiative Description Projected 
Recovery 

Utilization Review In FY 1995, approximately $159 million in non-Medigap $15 to $30 
inpatient claims and $44 million in non-Medigap million 
outpatient claims were denied by payers. Utilization 
review staff, familiar with third party crileria, such as 
admissions, lengths of stay, discharges, pre-certification, 
continued stay reviews, etc., could negotiate payments 
for many of the denied claims. UR staff have recovered 
as much as $400,000 per medical center in previously 
denied claims. If we assume a possible average success 
rate of between $100,000 and $200,000 for each of the 
150 medical centers, recoveries from proper training and 
assignment could amount to between $15 and $30 
million. 

Universal Billing As a consequence of P.L. 104-262, eligibility reform $25 million 
(TRICARE, Sl1J1ring, legislation, expanded sharing contracts, including 
etc.) support of TRiCARE is expected to result in $25 million 

in new revenues annually. 
SC /NSC Approximately 3.3% of service connected inpatient care $11 million 
Documentation & and 2.5% of service connected outpatient care for 
Billing adjunct conditions is inappropriately being coded as 

treatment for adjudicated service connected care. 
Properly coding this care as adjunct and billing 
insurance carriers w ill result in an additional $11 million 
~year. 

Satary & Be1l<jit Offset An IG audit determined that by referring delinquent $ 3 million 
patient copayment and means test debt for salary and 
benefits offset, an additional $3 million in revenues can 
be recovered. The MCCR program currently utilizes 
IRS offset for delinquent debt and is implementing 
referral of debt over 90 days old to the Debt 
Management Center in 51. Paul. 

Annual Total $239 to $291 
million 

Point of Service In order to remain competitive, traditional HMO's Undetermined 
Contracts recently began offering their enrollees the option of 

obtaining health care outside the HMO network. The 
enrollees agree to bear larger copayments and providers 
receive reimbursements that are less than customary 
and usual. Aggressive identification and recovery from 
these HMO plans will be pursued. 

Network Incentives Network retention o f revenues recovered wiU result in Unde tennined 
better managed local recovery efforts. 

Restructuring Restructure reimbursement rates to more accurately Undetermined 
Reimbursement Rates reflect the costs related to the actual services provided; 

and facilitate new revenue streams from public and 
private health insurance programs such as Medicare, 
Medicaid, CHAMPUS, and Sharing agreements. 
Initially a DRG rate schedule will be developed for 
inpatient care, to be used with an automated multiple 
rate schedule pricer in Integrated Billing. Outpatient 
procedure rates are planned in late FY 1998. 

AICS Increases efficiency, reducing program costs to identify, Human 
bill and collect the cost of outpatient care services. Resources 
Implementation of Primary Care Management module dedicated to 
has been completed. Training on scanning and Increased 
scheduling changes continues. Implementation of Insurance 
Version 3.0 is scheduled in Spring 1997. Identification 

Initiative. 

For each such change, please quantify, to the extent possible, its anticipated fiscal impact. 
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Answer: 

Initiative Projected Recovery 
Pre-Registration $75 Million 
HCFAMatch $60-$97 Million 
HCFA Remittance Notices $42 Million ($8 Million recurring) 
Utilization Review $15 to $30 Million 
Universal Billing TRICARE, Sharing) $25 million 
SC/NSC Documentation $11 Million 
9O-Day Referral (Salary_and Benefit Offset $3 Million 
Range oLlncrease in Recoveries $237-$289 Million 
Point of Service Wldetermined 

Network Incentives undetennined 

Question 2c: In light of the changing environment within which such collections would occur 
and the untested nature of some or all of the proposed changes in the MCCR process, please 
indicate (i) whether the budget's collection targets for FY 1998 and the out years are best 
described as "highly reliable," "reasonably reliable," "relatively speCUlative," "highly 
speculative," or "arbitrary," and (ii) the basis for that characterization. 

Answer: Short Term, these estimates are "reasonably reliable". Long Term, they are less 
reliable, but not speculative by our definition. These are the best estimates VA is able to 
provide given the fast-changing trends in workload and mode of treatment. In developing 
estimates, MCCR contracted with the Center for Health Care Quality, Outcomes, and 
Economic Research, Bedford, MA. With their assistance, MCCR has refined its projection 
methodology, and in the next few months will be reassessing the environmental effects which 
are constantly changing. The basis for the characterization of "reasonably reliable" is that we 
have confidence in our experience and track record . The MCCR Strategic and Business Plan is 
an indication of the sophistication our organization has achieved. 

Question 3: Please provide a copy of the most recent MCCR Strategic Direction and 
Business Plan. 

Answer: Attachment 2 is an updated Medical Care Cost Recovery Strategic Direction and 
Business Plan. 
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Executive Summary Update 
March 7,1997 

This update provides current perspective on the challenges facing the MCCR Program, 
and on the responses to those challenges, i.e., the initiatives undertaken to meet the 
ambitious recovery goals we are committed to achieve. Since the initial publishing of the 
MCCR Strategic Direction and Business Plan in Spring 1996, rapid changes are 
occurring in the scope and potential impact of the challenges. The challenges are: 

• To respond to external changes in the health insurance industry, most particularly in 
the changes to claim payment practices. 

• To participate in and support VHA's change to a primary care model and overall 
changes in its method of doing business, the 30-20- \0 proposals set forth by the 
Undersecretary for Health. MCCR must continue to develop recovery process 
efficiencies, and improve the documentation of care provided in order to. sustain 
present levels of recovery and support VHA by attaining aggressive increases in 
recoveries by FY2002. The Automated Infonnation Collection System (AlCS) has 
been implemented. 

• To develop a Medical Reimbursement Rates structure which truly reflects the VHA 
cost of doing business. 

The Strategic Direction and Business Plan offers significant detail and overviews of 
MCCR activities. MCCR is moving on several fronts to ensure continued increases in 
our revenue collected from insurance companies for health care provided to veterans. We 
have a variety of initiatives underway that will: increase the number of veterans that we 
identify as having insurance; decrease program operating costs; and develop billing rates 
that reflect our true cost of doing business. At the same time, we will use a health care 
consulting finn to assist us in determining whether we can collect more funds by 
continuing our in-house efforts. or whether we could more effectively increase collections 
through the use of private sector billing and collection services. 

The chart on the following page provides an updated description of the initiatives MCCR 
has undertaken in order to accomplish our recovery goals, and the estimated recoveries 
associated with each initiative: 



302 

Table of Contents 

Executive Summary 
Section I . Overview·· 

Purpose: Mission; Vision; 
Imperatives; Strategies 

Section 2. Environmental Assessment 

Section 3. Strategy and Initiatives 

Section 4. Financial Plan 

Section 5. Contracts and Reports 

Section 3. Initiatives 

Number Initiative 

New Revenue (NR) Initiatives: 

Page ii. 
Pagel. 

Page 5. 

Page 9. 

Page 62. 

Page 67. 

Page 

NR-): Dramatically Increase Third party Collections by Identifying New Insurance 12 

NR-2: Processing Insurance Appeals 17 

NR-3 Maximize Opportunities for Administrative and Benefit Offset by the Transfer 
of First Party Debt Over 90 Days Old to the Debt Management Center 19 

NR-4 Contract Third Party Collection 21 

NR-5: Facilitate Medicare Supplemental Collections 24 

NR-6: Contract with Health Plans and Insurers 27 

NR-7: Expand the DOD Sharing Amlngement between Ft. Meade and Ellsworth AFB 29 

Improved Efficiency (IE) Initiatives: 

IE· I: Implement Ambulatory Data Capture 30 

IE-2: Establish the Consolidated Copayment Processing Center 36 



Nmnber 

IE-3: 

1E4: 

IE-5: 

1E-6: 

1E-7: 

IE-I: 

IE-9: 

303 

Initiative 

Establish Centralized Electronic Claims Processing Activity 

Introduce Electronic Fund Transfer to all VAMCs 

Introduce Multimedia Training for Front Line Staff 

General CounselN AMC Electronic Interface 

Establish a Pilot Program to Evaluate the Effectiveness of Transferring All 
First Party Obligations at the Moment the Obligation is Established 

Process Consultation Teams 

Evaluate Alternative Organizational and Delivery Strategies for MCCR 
Functions 

IE-IO: Standardize Income Criteria Defmitions between Means Test and 
Medication Copayment Programs 

Reimbursement Rates (RR) and Support Initiatives: 

RR-I: Implement Flexible. Multiple Facility Level Rate Models to Maximize 
Recoveries and Support Alternative Revenue Sources 

RR-2: Develop Flexible Pricer for Integrated Billing 

RR-3: Develop a Reliable Forecasting Model for MCCR Recoveries 

Page 

40 

42 

43 

45 

46 

48 

50 

52 

54 

57 

59 



Section 1: Overview 

304 

Medical Care Cost Recovery 
Strategic Direction & 

Business Plan 1996 

Purpose of the Plan. The purpose of this plan is to clearly and logically present the 
integrated strategy, current implementation initiatives and plans which the VA's Medical 
Care Cost Recovery (MCCR) Program is pursing in an effon to create greater efficiencies 
of operation, to enhance revenues and to add value to the health care delivery operation of 
the VA. In order to effectively explain the complex nature of these initiatives, this 
business plan presents in the appendices a brief history of the program, its 
accomplishments, its challenges and the many opponunities that remain. 

~. "To maximize the recovery offunds due VA for the provision of healthcare 
services 10 veterans, dependents and others using the VA system." 

Imperatives. The MCCR Program developed a series of Imperatives which serve as our 
operating guidelines and philosophy. These Imperatives establish a framework for our 
activities and serve to keep MCCR staff and our panners focused. Quite simply, 

• All activities engaged in and products produced by the MCCR office will be of the 
highest possible quality. 

• All program functions will maintain a focus on "continuous improvement" of all 
activities directly or indirectly related to MCCR, consequently continuous emphasis 
is n~ctssary on the identification and capture of appropriate indices which allow 
progress to be measured and assessed. 

• Key to our success is lite development offrontline staff andfirstlevel supervisors. 
Education, recognition and career enhancement of these individuals must be a 
continuous focus of all program staff. 

• Experimentation and innovation are critical to our continued success. Innovative 
effons which fail are 10 be recognized as bringing us closer 10 a solution. 
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• Open communications between every level of the orgallization are essential. Direct 
access by field staff to management and management's access to field staff is critical 
to success. 

• Key to continued success is the direct involvement of front line staff and first level 
supervisors in all aspects of MCCRfrom system and process redesign to the 
development and implementation of training programs and communications. 

Strategies. There are numerous functions, activities and processes that fall under the 
umbrella of the Medical Care Cost Recovery program. The majority of these elements 
can be grouped within four categories: (I) Insurance Identification, Verification, and 
Certification; (2) Data Capture; (3) Billing; and (4) Collection. Each of these functions. 
activities and processes offer levels of complexity and challenge that directly affect 
individual medical center.performance and national recovery efforts. 

We recognize that there are three fundamental ways to improve recoveries: 

I. Introduce new processes or modify existing processes that will significantly increase 
revenues by identifying new payers andlor by increasing the payments recovered for 
each billable episode. 

2. Improve the efficiency of each activity through reengineering, streamlining, 
standardization and automation and by reinvesting the savings into resources 
supporting the new or modified processes. 

3. Restructure reimbursement rates to more accurately reflect the costs related to the 
actual services provided and the needs of individual payers to facilitate payment 
processing. 

The MCCR Program Office used these three fundamental ways to improve recoveries 
since its creation in October 1990. The implementation of this strategy in a consistent 
and conscientious manner resulted in annual recovery growth from $148 million in FY 
1990 to $574 million in FY 1995. Past, present and planned initiatives were and are 
predicated upon this strategy. Appendix B discusses more fully MCCR accomplishments 
and prior initiatives .. 

The graph which follows on the next page plots the relationship between allocated 
staffing and recoveries and identifies the major milestones and initiatives introduced by 
the program from its inception through the current fiscal year. Specific initiatives such as 
the introduction of the Accounts Receivable (AR) and Integrated Billing (IB) software, as 
well as Electronic Claims Processing (ECP) have contributed to the increase in recoveries 
per FTE witnessed by the MCCR program. New initiatives that are currently in their 
initial phases of implementation such as Optical Mark Recognition (OMR) technology 
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and the Automated Information Collection System (AlCS) offer significant potential for 
streamlining process and improving recoveries. 

In attempting to fully understand the relationship between initiatives, recoveries, staffing 
and performance measures, MCCR established a staffing committee charged with 
formulating a staffing model to predict resource requirements and distribution 
patterns. The staffing committee developed a model used during the last two 
years to redistribute staff among V A medical centers. The staffing committee 
recently began working with the MCCR reengineering task group to document, 
measure and evaluate the impact of organization and the introduction of new 
initiatives and new processes on staffing levels and performance. The staffing 
model development process will have a significant impact on the future staffing 
levels and staffing distribution models used by the program. 

The MCCR program has routinely proposed and supported a variety of gainsharing 
models designed to encourage facilities to improve their recovery performance. Until 
recently, the gainsharing proposals have not received serious attention. 
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Section 2. External and Internal Environmental Assessment 

Since its creation in October of 1990, the MCCR program consistently focused upon new 
opponunities to increase collections and improve operating efficiencies. Like all new 
programs, MCCR faces external and internal forces which challenge our innovation and 
creativity and which complicate the task of collection. 

In the course of developing our S.W.O.T. (Strengths, Weakness, Opponunities, Threats) 
Analysis, it became clear that improving recoveries and introducing efficiencies into the 
MCCR process requires that we maintain both an internal focus on improving process 
and resource utilization and an awareness of external influences that complicate our task. 

External factors which shape our priorities, influence our progress, and affect our 
performance, include: 

I. the rapidly changing nature of third pany health care plans (e.g., the transition from 
fee for service models to Preferred Provider Organizations (PPOs) & Health 
Maintenance Organizations (HMOs) and our inability at this time to negouate 
preferred provider arrangements with these payers and health plans ; 

2. the changing workload base upon which recoveries are based (e.g .. the transition of 
care from inpatient to outpatient settings, the transition from specialty seryices to 
primary care, the elimination of discretionary --a.k.a. "highly insured" --patients from 
the patient base supponed by appropriations). 

3. litigation effons of Medicare supplemental payers to avoid paying YHA claims; 

4. effons to direct the program to contract out recovery activities without a clear 
understanding of the nature of the request or its potential costs: 

S. legislation and eligibility criteria which are inconsistent and confusing for both 
patients and staff, and which require major new systems and processes to be 
implemented or initiated without adequate impact assessments being performed. 
(e.g., At the time the medication copaymentlegislation was implemented. there was 
no income "means testing" for service connected (SC) veterans rated less than SO% to 
determine their medication copayment liability for non service connected (.'\SC) 
preSCriptions. The legislation for medication copayments created different definitions 
of "income" for purposes of determining a patient's means test liability and their 
medication copayment liability.); 

6. confusion related to MCCR's collection potential and collection performance and the 
subsequent debates, increased demands for performance and limitations imposed on 
budget authority; 
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7. misunderstandings of the program's cost of collection, scope of funded activities and 
inaccurate comparisons to private contractor collection activities; 

8. requests for operational changes that come from outside MCCR which do not always 
have adequate justification; 

9. General Counsel opinions regarding legislative intent which may adversely impact 
recovery potential and add complexity and administrative workload to MCCR field 
operations (e.g., waiverablity of copayment debt and application of third party 
recoveries against first party copayment liabilities); 

10. local field reorganizations of MCCR functions within integrated medical center sites 
and within medical center networks; and 

11. organization configur~tions of MCCR which vary between facilities and result in 
different definitions between these facilities of coordinator and team leader roles and 
functions. 

Internal functions which require our attention and focus in order to improve recoveries 
include: 

1. improving clinical and cost data which are necessary to more accurately document the 
care provided and to develop alternative rate models. 

2. replacing our current reliance on manual coding and billing of outpatient claims with 
an automated clinical data capture process; 

3. obtaining clinician support to determine and document NSC treatments and 
medications to support claim generation; 

4. updating incomplete or unknown insurance and employment data; 

5. consistently implementing and utilizing existing software to supporting billing and 
collection; and 

6. standardizing identification, billing and collection processes and procedures between 
medical centers; 

Of all the factors which influence our future course, there are three that present the 
greatest challenge to our ingenuity and creativity 

The first is the changing nature of the insurance industry. The last five years has 
witnessed a major r,definition in the basic nature of health insurance with the movement 
from traditional fee for service plans to broadly defined HMOs that create virtual health 
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care provider organizations through a complex orchestration of preferred provider 
agIttments. 

The second is the changing nature of VA's workload. The last decade has witnessed a 
continued decline in inpatient days of care provided and a corresponding increase in the 
number of outpatient clinic visits. The impact of this wo~k1oad shift for MCCR translates 
into higher workloads with smaller recoveries, since nearly five times the labor and cost 
are incurred to establish and recover the revenue for outpatient treatments as are 
associated with a single inpatient bill. 

Compounding the issue, is the concurrent decline in insured patients being treated by V A. 
Since 1980, VA's annual approved Medical Care appropriation has not kept pace with the 
Medical CPI. Cumulatively, since 1980, medical care appropriations have been funded 
on average 7.12% below the medical inflation adjustment. The cumulative effect of this 
failure to keep appropriations in line with medical inflation represents a $10.5 billion 
shonfall between fiscal years 1980 and 1995. As a consequence of declining real dollar 
fUDding, V A was forced to apply much more stringent eligibility criteria and no longer 
provides Ireatmentto many of its discretionary patients. who are those patients with the 
highest levels of insurance coverage. 

Workload Shift -Inpatient to Outpatient 
Fiscal Years 1984 to 1994 

VA Hospital Patients Trtd(OOO) Outpatient Visits (Mil) 

'.UO 

1,114 OUtpat~nt Visls 

1,090 1 

1,040 

990 

26 

24 

22 

20 

~ ~ 
19B4 1985 1986 1987 1998 1989 1990 1991 1992 1993 1994 

Fiscal Year 
FV 1994 OUIpltin VlS!S hIYe been ..,.ed to in:Ude 1 ,054,000 ectcaion.! COfmnl"lly 
Besed Care "'sites 
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And, third is the extremely important role that data capture now plays in our recovery 
process. MCCR is challenged by the need to improve its documentation of care provided 
in order to sustain present levels of recovery. Without the staff to manually capture and 
code this infonnation or without the funding to automate the data capture process, the 
effort of sustaining recoveries will be compromised. 
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Improving recoveries and reducing operating expenses is a complex endeavor. It requires 
that a strategy be developed that addresses both the external and internal factors affecting 
MCCR operations. The strategy must overcome or mitigate the external challenges we 
face, while at the same time focusing upon the creation of an infrastructure that is sound. 
flexible and responsive to changing demands. Often there is overlap between the 
strategies designed to meet the external and internal challenges. 

In order to lessen the impact of external challenges. a strategy that focuses on 
corrununication and education of our stalceholders is essential. The timely and accurate 
information they require is the same information needed by MCCR program officials and 
front line staff to measure performance and manage operations. 

As we noted in Section I .. there are three fundamental ways to impro\'e recoveries. 

1. New Revenues. Introduce new processes or modify existing processes that will 
significantly Increase revenues by identifying new payers andlor by increasing 
the payments recovered for each billable episode. 

2. Improved Effu:iency. Improve the efficiency of each activIty through 
"reengineering, streamlining, standardization and automation and by reinvesting 
the savings Into resources supporting the new or modified processes. 

3. Reimbursement Rates. Restructure reimbursement rates to more accurately 
reflect the costs related to the actual services provided and the needs of 
Individual payers to facilitate payment processing. 

In terms of the MCCR process itself. our ability to maximize recoverie s is directly related 
to our ability to: 

J. Identify and verify insurance coverage maintained by our patients or their spouses; 

2. Determine patient "eligibility" status; 

3. Determine the appropriateness of the service for billing veteran copayments; 

4. Determine the nature of insurance and the scope of particular policy coverage; 

5. Determine the nature of the treatment provided (service connected or nonservice 
connected); 
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6. Document the care provided (diagnosis. procedural codes. complexity of visits. 
ancillary services utilized. etc.); 

7. Establish appropriate charges based upon the cost of the care in order to establish 
appropriate reimbursement rates; 

8. Comply with insurer requirements for payment. such as obtaining pre-certifications. 
perfonning continued stay reviews. etc.; 

9. Manage aging receivables; 

10. Detennine the appropriateness or adequacy of payment by perfonning reviews of 
Explanation(s) of Benefits; 

I I. Appeal insurer payments. partial payments or denials; 

12. Obtain regional counsel sUPJlOn for disputed claims; and 

13. Insure that appropriate and standardized processes and procedures are developed for 
those activities associated with items I through 12 and insure these are communicated 
to field staff in a consistent. reliable and useful manner. 

As cost recoveries grow above the S500 million mark. the work and skill required for the 
collection of additional dollars grows. Medical Centers have been instructed to invest in 
the ·areas of highest return. and it is well known that opponunities for collection 
improvement can be realized. 

The collection process has been compared to apple picking. Experienced professionals 
can pick far more fruit per day than beginners. as well as picking a tree more fully . 
Beginning pickers pick only "low hanging" fruit. Studies show that entry level workers 
are given little training beyond "on the job experience and coaching from co-workers." 

Training is central to improving MCCR operations and annual recoveries. The need for 
additional training comes at a time when training dollars are becoming more limited. 
Fonunately. training options are nOllimited to the traditional classroom settings 
commonly proposed by traditional trainers. A variety of training models have been 
evolving and are currently being tested and developed by MCCR to reach all levels of 
field staff. These include telephone conference training. hands on computer training 
between work sites and a centralized main frame. audio tape and others. Advances in 
technOlogy allOw a cost effective training tool to be added to the MCCR tool kit. 
Specifically. advances in digital information storage and PC based multimedia 
technologies. including digital video compression. allow reference and training materials 
to be presented on worker desk top PCs. MCCR has pioneered the design of desk top 
systems which offer more effective training at costs which are approximately one· sixth 
those of traditional training (S2l2 VS. S1314). 
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MCCR took the first steps approximately three years ago to inaugurate a business process 
reengineering effort designed to create living laboratories of process and organizational 
experimentation focused on examining the factors that affect MCCR program 
performance and improving the recovery effort. The reengineering effort was initiated 
with four objectives: (I) streamline the existing MCCR processes and procedures; (2) 
automate as much of the process as possible; (3) design and document standardized desk 
operating procedures for all processes; and (4) design and implement comprehensive 
training programs for all front line staff involved in the MCCR process. 

Following initial training sessions for over 120 front line staff, work groups were created 
to document in work process flow diagrams the current variety of MCCR functions as 
they are performed at medical centers. As a part of this documentation, front line staff 
were asked to not only identify obstacles they encountered in 'performing their jobs, but to 
recommend solutions and ideas for overcoming challenges, streamlining tasks, and 
improving the way we do business. After nearly a year's effort, a streamlined, "ideal" 
MCCR process was designed. During this time, medical centers competed to become 
reengineering sites and ten medical centers were selected. Each site agreed to become a 
laboratory for the testing and enhancement of new procedures, software and hardware 
technology. Several of the initiatives that are currently in progress were alpha and beta 
tested at some of these sites. Other initiatives were created and tested wholly at one or 
more of these sites. Unlike the specific initiatives which follow, the reengineering effort 
was conceived as an on going, evolving process. As a laboratory and production unit 
combined, the reengineering sites playa vital role in the development of procedures, 
training, new automation and technology enhancements. 

The specific initiatives described below are associated with the three strategies for 
improving recoveries, namely initiatives focused upon creating new revenue sources, 
improving program efficiency and restructuring reimbursement rates. Initiatives are 
prioritized within each group based upon the potential return of the initiative and the 
timeliness with which the initiative may potentially be implemented successfully. Within 
each of the three groups, initiatives appear in order of priority, with the highest priority 
initiative appearing first. The first initiative in each of the three categories represents the 
MCCR program's three highest priority initiatives. 

(1) New Revenue (NR) Focus: The first cluster of initiatives introduce new processes or 
modify existing processes in a way that will significantly increase revenues by identifying 
new payers andlor by increasing the payments recovered for each billable episode. 
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NR-l: Dramatically Increase Third Party Collections by IdentifYing New Insurance 

Purpose: To increase collections by properly identifying all veterans in all Veterans 
Administration Medical Centers (V AMC's) who have some type of billable third party 
health insurance coverage. 

Situation: Data capture for MCCR purposes is the single most critical factor in our ability 
to maximize recoveries. Unfortunately the process of collecting patient data is not under 
the complete purview of medical center MCCR staff. Initial data gathering of 
employment and insurance information traditionally falls under the Medical 
Administration Service (MAS) umbrella. The Decentralized Hospital Computer Program 
(DHCP) data base contains patient demographic data and specific information. such as 
insurance. is often omitted. Other packages. including Integrated Billing (m) and 
Accounts Receivable (AR). are dependent on the accuracy of this data. Employment and 
insurance information gatjlered at medical centers are often either incomplete or 
completely missing. Comparisons of national averages related to billable episodes for 
inpatient and outpatient care demonstrates the problem that exists with our data base 
information. Nationally. 18% of inpatient discharges result in a third party receivable 
being generated. while only 9% of all outpatient visits result in a third party receivable. 
This leaves MCCR in the position of having to contact each patient individually in an 
attempt to update these fields in order to maximize collections. Most facilities have 
attempted to do this by posting an employee in the outpatient areas of the medical center 
and interviewing patients while they are waiting to see a clinician. While this is 
somewhat effective, it is nOI the optimal situation. 

The MCCR program office has looked at resolving the data base problem in three 
separale ways: 1) an MCCR - Health Care Financing Administration (HCFA) Data 
Match; 2) use of a General Services Administration (GSA) Health Care Cost Recovery 
Service contract; and (3) reengineering the clinic registration process. 

1) MCCR· HCFA Data Match. There are two assumptions that make a match with 
HCFA desirable. First. the Congressional Budget Office estimates. from the March 
1990 Current Population Survey. that 15% of Medicare recipients have other primary 
health insurance. The MCCR goals committee identified that a conservative estimate 
of 5.9% of the over 65 population treated by the VA could be expected to have 
primary health insurance other than Medicare. The revised estimate discounts the 
large female non-veteran Medicare population included in the CBO estimate and also 
discounts for health maintenance organization (HMO) plans which do not reimburse 
VA for care it provides to HMO enrollees. The Medicare eligible population included 
in the 5.9% estimate actually possess third party primary. full coverage reimbursable 
insurance as a result of their full time employment or the employment of a spouse. If 
the CBO estimate is correct. and the V A population mirrors the private sector. 
potential recoveries from this group may total $97.4 million.1 

I The estimate is Wculated as follows: Of the 24.4 million outpatient visits. $O!Ile 8.9 million visits .... 
made by patients over 65 receivinB care for NSC conditions. According to estimates provided by the 
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11k! second assumption is that since Medicare is considered a secondary payer. primary 
payer insurance infonnation is available in Ihe HCFA data bases. 

Due to Privacy Act limitations. MCCR is seeking to initially perform a statistical match 
with HCFA to ascertain if the assumptions are valid. The statistical match will allow us 
to identify and verify veteran patients' insurance carriers by matching with the HCFA 
data bases which contain third party insurance infonnation. These databases are the 
HCFA Belleficiary(BENE) file and HCFA Medicare Secondary Payer (MSP) auxiliary 
file. 

Discussions regarding this match are in their third year. Accessing another federal agency 
data base is an extremely difficult. bureaucratic and political process requiring substantial 
documentation. review and approval. We have worked with our General Counsel, the 
VA Data Integrity Board and a variety of offices within HCFA to make the HCFA data 
match a reality. Recently we obtained approval from bOlh General Counsel and the VA 
Data Integrity Board to move forward with this initiative. HCFA, however, has now 
determined that this match will require an interagency agreement. It is seeking several 
changes along with payment of $1.600. MCCR prepared an Interagency Agreement 
which has just recently received the concurrence of V A General Counsel. A final copy of 
the agreement will be submitted to VA and HCFA officials for final signature. 

Should the data match confinn the estimates of V A • s patient Medicare patient population 
who are covered by a primary health insurance carrier olher than Medicare. MCCR will 
initiate work to begin a complete computer name match of VA ' s Medicare eligible 
population with the HCFA Beneficiary file and the HeFA Medicare Secondary Payer 
auxiliary file. 

2) GSA Health Care Cost Recovery Service Contract. MCCR has also sought to 
improve V A Medical Center employment and insurance data base integrity through the 
use of the GSA Health Care Cost Recovery Sef\'ices contract for data matching and data 
validation. This contract requires VA to I) identify patients for whom we have no 
insurance coverage infonnation and 2) submit their names and other identifiers to the 
contractor. The contractor. in tum. attempts to match those patients and their associated 
infonnation with third pany insurance coverage contained in files to which the contractor 
has access. 

Survey of Medical Sysltm Users, 1.6 million of these visils are made by insured patienl5. Assuming thai S% 
of these visits arc covered by full medica] insurance. and each vislI IS billable al the rate of 5205. and 
outpatient recovery ratio~ are maintained a1 68.2S'I:. then outpatient recoveries from this population should 
reach SII.2 minion. Of the 901.666 inpatient discharaes. some 3~~.829 discharges result from patients 
over 65 receiving care for NSC conditions. According ICl estimale~ provided by !he Survey of Medical 
System Users. 62.132 of these visits are made by insured patient50. . . -\s5uming that S,* of these visits are 
covered by full medical insurance. and each discharge is i"I.lled al ~n avera~e ~500 (t.1CCR National Data 
Base). and inpatient recovery ratios are maintained at 61 .7~ . then mpatient recoveries from this population 
should reach $86.2 million. T08ether the recovery potenllal may i't S97.4 million. 
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In August 1995, MCCR provided the contractor, Health Management Systems,Inc. 
(HMS) with 38,748 patient names and identifiers. These patients all received care or are 
otherwise identified on the facility data base at one of three Chicago-area V AMC' s 
participating in this pilot test (V AMC's Hines, North Chicago, and Chicago West Side). 
The contractor, in the succeeding six months, has delivered only 649 matches. No 
additional matches will be accomplished from the 38,748 names submitted. We consider 
these results, a basic match rate of only 1.67 percent, to be disappointing. 

Based on a review of 223 of the basic matches, only 124 (56%) were considered valid. 
Valid, for the purpose of this document, refers to insurance information for which VA can 
establish a claim to an insurance carrier for the time-period covered by the contract. 
Based on our review, we estimate that we will have only 363 valid matches of the original 
649 identified patients (56% x 649). We further determined that approximately 35% of 
the valid matches we received would not be billable due to the nature of the policy 
(HMO, Indemnity, etc.) .. Therefore. based upon these estimates (35% x 363) only 236 or 
0.6% of the 38.748 names originally submitted would result in the generation of a claim 
to a third party health insurance carrier. 

The contract cost of this pilot effort is projected to be under $7.000. MCCR expects to 
establish over $300.000 in receivables from these 236 matches. Ultimately. V A should 
recover approximately $105.000 from these receivables if national averages hold constant 
for this billed population. Recoveries of this magnitude should pay for the cost of the 
contract and the associated staff time related to researching. billing and collecting. The 
return from this investment is lower than desired, however. and must be weighed against 
th~retum realized from the HCFA match and from the reengineering clinic registration 
initiative described next. 

(3) Reengineering Clinic Registration. This involves testing a new data capture 
process through the use of the reengineering pilot sites which were discussed earlier. The 
MCCR Reengineering initiative also targeted insurance identification and verification as 
one of the areas requiring major attention. Rather than focus solely on the identification 
of insurance data. the reengineering group felt that additional patient data base 
information needed to be verified and updated. 

In October 1994 each pilot site was provided with 2 non-recurring Full Time Employee 
(FIE) at an annual cost of $81,000 per site or a total obligation of 5810,000. Various 
problems were encountered during FY 95 in getting the FTE on board. Not all medical 
centers began pre-registration on October I. 1994. Howe\'er. each medical center did 
begin pre-registration to some degree during FY 95. 

The pre-registration process required that patients scheduled for outpatient clinic visits 
within the next 10 days would be contacted to remind them of their \'isit. In the course of 
this reminder call. the patients would be asked to update their information on file with the 
medical center. 

39-302 97 - 11 
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The pre-registration process focused on five basic areas of the DHCP data base 
considered to be inaccurate or inconsistent: I) patient demographic information; 2) next 
of kin information; 3) patient employment information; 4) next of kin employment 
information; and 5) patient and next of kin insurance information. Only two of the ten 
sites had pre-registration fully operational for the entire fiscal year. The other ten sites 
began the process between April and August of 1995. The following are data changes 
made and reported for the ten sites: 

Demographic changes 
Next of Kin changes 
Employment changes 
Insurance changes 
Billable cases 

6,291 
6,997 
8,541 

12,675 
7,699 

The billable cases identifjed resulted in the following billing and collection figures: 

Amount billed in pilots 
Amount collected to date 

$18,363,942 
$3,891,559 

Based upon national averages, an additional $2.5 million (for a total of $6.4 million) is 
anticipated to be recovered from the $18.4 million billed. With total recoveries of $6.4 
million from an investment of less than the $810,000, this initiative is financially sound. 
Assuming that other medical centers will meet the performance of these ten sites, the 
implementation of this initiative nationally will yield an additional $100 million from 
newly identified insured patients. 

While the above figures are impressive within themselves the overall benefits are much 
more far-reaching. The pre-registration process is helping to clean up a majority of the 
patient data base used by all other services and DHCP packages. Patients have been more 
willing to provide insurance information on the phone than was previously noted In 

personal interviews and this type of contact also addresses the Secretary's initiative on 
Customer Service Stahdards. The improved data base information also works to decrease 
other costs in the medical centers such as mail-out prescription costs and general mailing 
costs. All medications mailed to patients returned due to wrong address information must 
be destroyed. The amount of returned prescriptions should begin to decrease as accurate 
address information is obtained and entered in DHCP. This also holds true for overall 
mailing costs as pati.ent statements, appointment reminders and other correspondence 
returned by the post office should decrease. 

Summary: 

NR-I Initiative Cost Pro' feted Recoven-
HCFAMatch S 1.600 Stati"ical Match Confirm assumptions 

S10,000 name match 597.4 million (if conflTlned) 
GSA Recovery Contract S7,OOO SI05.000 
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Clinic Registration SI00 million 

Schedule: 

NR-J Identirying New Insurance Projected Completion Status 

Date 

Track 1 . HCF A DIlID MaJch 

I Initiate project design and contact HCFA Fall 1993 Completed 

2 Prepare data match specifications Early 1994 Completed 

3 Obtain HCFA & VA Data Integrity Board Approval Spring 95 Completed 

4 Prepare Inter-Agency Agreement Sep95 Completed 

5 Obtain General Counsel and Data Integrity Board Apr 96; R:8123 Panially 
aooroval Completed 

6 Obtain HCFA Concurrence Jul96 Planned 

7 Run Match Aug 96 Planned 

8 Assess Findings Sep96 Planned 

9 If Assessment Positive. develop initiative strategy for Oct 96 Planned 
alienI name match 

Track 2 GSA. Health Cart Cost Recovery Service Contract 

1 Identify. extract and provide vendor with selected Aug 95 Completed 
sample of patient names for which VA has no 
insurance information 

2 Contractor pf0\'ides V A with insurance match No\" 95 Completed 
information 3196 

3 VA perfonns review. verifies coverage and establishes Apr 96 Completed 
insurance claims 4196 

4 Assesses contractor pc,:formance and pay vendor May 96; R:8196 panially 
comDleted 

Track 3 Rtenginuring Clinic Rtgistralion 

1 Design impro\ed process flow and prototype Aug 94 Completed 
procedures for Implementing clinic pre.rcgistration 
contact 

2 Provide resources and implement at rccngineering Oct 94 Panially 
sites comoleted 

3 Track implementation results and assess opponunities Ongoing monthly 
statistics 

4 Prepare procedures. soflware support. training Jun 96;R:7196 anticipate 
materials. and marketin~ or02Tam for beta testim! comoletion 

5 Assess beta te"t expentncc. revise process and Dec 96 Planned 
materials 

6 Revise materials. publl~h and distribute Mar 97 Planned 

7 Monitor impiementatll1n and track results Ongoing after Mar 97 Planned 
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Purpose: To maximize third-party reimbursement through a "winning" appeals p,ocess 
to insurance companies for partial payments andlor denied claims by insurance 
companies. 

Si'Wl,ion: The Utilization Review CUR) coordinator is responsible for the review of 
patient treatment plans and supporting documentation in order to negotiate the payment 
ofbealthcare claims with an insurer. Negotiations are performed on a case-by-case basis 
and may involve prospective. concurrent or retrospective claim payment denials. There is 
nOl one single set of criteria delineating allowable admissions. lengths of stay and 
discharges used exclusively by all payers. Rather. payers will adapt review criteria to 
meet the needs of particular health benefit packages. The coordinator must be familiar 
with and apply a variety of criteria sets in order to negotiate the approval of denied 
admissions. continued hospital stays or rejected claim benefits. Nearly every health 
insurer has a process for the reconsideration of denied claims. However. not all VHA UR 
coordinators are familiar with or well versed in third party criteria. regulations and 
prOlocols to successfully conduct the reconsideration of a denied claim. 

Successful negotiations require that the UR coordinator maintain a good working 
relationShip with the insurance review staff. regional counsel. and respective V A medical 
staff. Reporting lines and conflicting internal priorities directly impact the time. 
motivation and overall success of third party payment negotiations. 

Individual UR coordinators have successfully negotiated payments from payers that yield 
Significant recoveries for the agency. Some of these UR coordinators report that as much 
as S400,OOO has been recovered solely as a result of a strong appeal program at the local 
medical center. Experienced UR coordinators maintain that of all the third party claims 
denied, approximately 10% could be overturned and recovery achieved. In FY 1995, 
approximately $159.2 million non-Medigap inpatient claims and $43.6 million non­
Medigap outpatient claims (totaling S202.8 million) were denied. Successfully 
negotiating 10% payment on these denials amounts to $20.3 million. or $118,600 on 
average per medical center. If we assume that only half of our medical centers (85) 
would achieve this level of reimbursement for denial appeals. an additional $10 million in 
recoveries can be expected. 

It should be noted that individual medical centers and respective networks will derive an 
additional benefit from this initiative as the skills used in tracking and negotiating with 
insurers may also be applied to cases for which VA pays non-VA providers of care (case 
management) resulting in cost savings to the agency. 
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Action: The MCCR Program Office is exploring opportunities for developing an 
education program to develop negotiation skills for successful appeals processes at the 
localleve!. Any educational endeavors would require the development and 
implementation of performance and success measures. 

SumllUlry: 

NR·2 Initiative 

Payment Appeals 

Schedule: 

NR·2 Proc .. slng Insurance Appeals Projected Completion 

0; • • • > .' . 
•• 

' . ·· .. n.te 

I Develop educacionlperfonnancc measurement Jul·96; R: I/97 
rORram for insurance IDDeII process. 

2 Identify and select appropriate MCCRIUR staff to •• Aug-96; track with step.3 
attend appglSJlroce .. program 

3 Provide educational experience to UR nurses on the Nov·96; R:1197 
appeals process 

.. 4 Establish performance measures to monitor success of Oct·96:R: 1197 
appeal s process on Jocallc"cls 

5 Evaluate advantages of maintaining UR appeals Mar·97 
experts vs. RN-based "appeals companies" 10 

maximize reimbursement 

Status 

1n Process 

Planned 

Under 
development 

Planned 

Planned 
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NR·3: Maximize Opportunities for Administrative and Benefit Offset by the 
Transfer of First Party Debt Qver 90 pays Qld to the Debt Management Center 

Purpose: Introduce a new process into first party delinquent debt which will result in 
increased revenue from first party charges. 

Situation: Facility collection initiatives for first party charges are currently limited to 
issuing three notices to the veteran that a bill is due and payable. Interest and 
Administrative charges are added to the bill when it becomes 30 days old. Combined 
bills over $25 in value and not paid within 90 days of issuance are referred once each year 
to the Debt Management Center (DMC) for the annual referral to the Internal Revenue 
Service (IRS) for offset against individual refunds. In FY 95, the IRS Qffset program 
resulted in approximately $3.2 million in recoveries. A recent audit by the Inspector 
General identified that a potential of $6.5 million in collections could be achieved 
through the use of administrative offsets and other computer matches that are not 
available to the medical centers for delinquent debt greater than 90 days old. In the 
course of subsequent discussions with the IG auditors, MCCR determined that the $6.5 
million potential reported by the 10 includes the $3.2 million already recoyered annually 
through the IRS offset. Consequently. computer matching and administratiye offset could 
result in approximately $3.3 million in additional revenue. Some of the D~C matching 
and offset activities could reduce collection credits to the IRS Offset program. 

The Inspector General Report had identified pension and service connected veterans as 
inappropriately being billed by MCCR. The IG provided medical centers with 
information that resulted in the identification of 8,403 individual cases of apparent 
inappropriate billing amounting to S952.OO5 since FY 1990. Following research into 
these cases, it was determined that 6,318 cases (S685,112) had actually been billed 
appropriately, but for a variety of reasons, foremost of which was the legislative change 
in late FY 1992 exempting certain veterans with low income, medical centers had not 
taken action to correct the delinquent debt associated with these veterans . Of the 8,403 
cases. 2,085 cases totaling $266.892 had been billed inappropriately due to a variety of 
reasons, including incomplete HINQ data or failure to continually check HNQ at the 
facility level. 

Action: Draft functional specifications to refer debts when they become 90 days old were 
delivered to the Veterans BenefilS Administration (VBA) and the Office of the Assistant 
Secretary for Management in March 1995. Attempts were made during the spring and 
summer of 1995 to complete record layouts and develop test queues . However, Veterans 
Health Administration (VHA) developers were unable to obtain the necessary 
information to develop alpha software. The issue was revisited in the late summer of 
1995 following the release of the Inspector General (tGl report when the Office of 
Management changed the scope of the project from referral of delinquent debt to referral 
of all copay obligations at time of establishment . Following discussions betWeen VA's 
Office of Financial Management, VHA and VBA in March 1996, agreement was reached 
to initiate as soon as possible the computer matching and administrative offset of 
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copayment debts 90 days or older. As a pan of the agreement reached in March. a pilot 
project targeting the immediate transfer of all copayment debt at the point of origin would 
also begin as soon as possible. This pilot initiative is discussed in detail in initiative IE-7. 

Timeline: A finn target data for testing will be developed after project and perfonnance 
specifications are finalized. The target date for finalizing project and perfonnance 
specifications is June 30. 1996. (Also see initiative IE-7 which establishes a pilot 
program to· evaluate the effectiveness of transferring all first pany obligations at the 
moment the obligation is established.) 

Resources: No new resources are currently programmed for this project. Existing 
resources will be needed to develop specifications. modify software and implement the 
project. This resource commitment is still being developed and will not be fully known 
until after completion of the specifications. Resources for storage should approximate 
current IRS Refund offse! requirements. 

Summary: 

NR-3 Initiative 
Administrative Offsets 

Schedule: 

NR-3 

I 
2 
3 
4 

5 
6 
7 
8 
9 
10 
II 
12 

Cost 
Reprogramming Costs 
To Be Determined 

Maximize Opportunities for 
Administrative and BeDefits orrset by the 
Transf .. of First Party Debt Over 90 
DIYS Old to tbe Debt ManaeemeDt Center 
Eslabhsh Team 
Develop Pro"eel ~QC:cific ati ons 
DeveloD Performance Measures 
Program Extract. Receiver And DMC 
Processes 
Aloha Te,. EXlractor 
Beta Test Extractor 
Malch Again,. C&P File 
Evaluate Match Results 
Generate Off SCI Letter 
Offset And Process Payments 
Evalu~te Results Of Offset 
Scale Up 

Pro eeted Reconf\' 
S3.3 million per IG Repon 

Project SUitus 
Completion 

Dlte 

4/15196 Complele 
6130196 Complete 
6130/96 Compl .. e 
TBD 

TBD 
TBD 
TBD 
TBD 
TBD 
TBD 
TBD 
TBD 
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Purpose: To increase third party collections by utilizing "turn key" contract opportunities 
in areas that are currently without resource support. 

SilUl1/ion: Since the creation of the MCCR effort, there have been suggestions that 
contracting some or all of the third party recovery effort would maximize recoveries at far 
less expense than current operations require. To determine the value of this type of 
approach, MCCR recently contracted with Birch & Davis Associates to evaluate MCCR' s 
Cost of Collections. 

Birch & Davis Associates used complete FY 1994 data and compared V A and contractor 
costs. The report found that if the V A utilized contractors for its billing and collection 
activity, "the VA would continue to incur costs related to functions that a contractor 
would not perform under ~he turn key option of the GSA contract (e.g., determining 
service connected Inonservice connected status in preparation of a bill)." The Birch study 
estimates that in addition to the contractor costs of $49.6 milli on for third party recovery, 
the VA would continue to incur costs of $14.0 million to perform functions necessary for 
billing but which are not performed under comract.2 The Birch study estimates that third 
party costs using a contractor would total $63.7 million compared to VA's cost of $58.3 
million.3 The Birch study notes that in addition to the economies offered by MCCR 
operations, "the MCCR program provides additional value and benefits to the entire V A 
system,''' 

AII ·medical centers have MCCR allocated staff performing both third party and first pany 
collection functions. Labor intensive activities like copayment recovery distort overall 
costs of operation figures. 

Cost to Recover 5J By Category of Collection AI Facility Level 

Third Pari'" Insurance 
Inpatienl 50.056 
Outpat ienl ~0. 279 

AVUQr.e $0. Jl8 
Other 

Ineligibles SO 883 
Humanitarian $0.342 

Copay ....... 
Means Test SO.401 
Medicalion SO.384 
Avera e SO.390 

2 Birch, "Medical Care Cost Recovery. Cost of Collections Study. Final Repon," Ncl\' 2 J. 1995. p. 25. 
(Hencefonh ''ColI«lio.'') 
I Birch, "ColI«lion,," p. 26 . 
.. Birch. ''Collections,'' p. 27. 
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Similarly, within the third party function, high volume workload areas, such as 
ambulatory care, require manual documentation and coding. VA facilities are not like 
private sector hospitals with respect to outpatient billing. In the private hospital, 
outpatient billing is limited to establishing a single facility charge that is prorated by 
patient visit. The patient's physician and other supporting clinicians bill the patient (and 
insurance companies) directly for the specific procedures and services provided. 
Documentation of patient care is not required or accomplished by private facilities since 
this is a maiter between clinician and patient. The VA on the other hand, not only bills a 
facility charge, but if it is to maximize recoveries, must document and submit claims for 
professional fee reimbursement to insurers. 

Also, unlike private sector hospitals, VA copayment functions require extensive research, 
eligibility determinations and patient interaction, existing staff are utilized to manage the 
workload volume. As noted in the table above, the Birch study estimated the cost to 
collect one dollar to be $0.279 for third party outpatient activities, $0.401 for means test 
copayments and $0.384 for medication copayments (compared with the SO.056 estimated 
to bill and collect the highly automated and less manually labor intensive inpatient 
c1aim).s 

Existing staffing levels have been relatively static for two years, as has the operating 
budget. Without additional resources to facilitate either automation of these high 
workload areas or to add staffing into areas of potentially high return within the medical 
centers, recoveries will remain flat. 

Resource support for automation of ambulatory care documentation will allow MCCR to 
reallocate existing staff to perform functions that offer potentially higher yields for the 
investment of resources. Staff resources freed from ambulatory care documentation could 
be redirected into both processing insurance appeals and into the clinic registration 
initiative, both of which offer potentially high returns on the investment of resources. 
The Birch study noted that "V AMCs generally have limited resources to devote to 
account follow-up:,6 (see initiative NR-3 above.) 

Rather than utilize contracts to replace existing MCCR operations (resulting in both an 
additional expense to the program and a loss to the VA system of the added value MCCR 
provides in a number of its partnership arrangements), contracts could be used to add , 
value and enhance recoveries if they were directed toward satellite outpatient clinic 
operations that have no MCCR presence and unquestionably poor perfonning facilities . 
Focusing contractor tum key activities on these activities will tap new revenue sources, as 
yet untapped. 

Action: MCCR created a team of program office and field representatives to research 
satellite outpatient workload, recovery activity and MCCR potential in states with large 
numbers of satellite clinic>, Clustering tum key operations by state allows contractors to 

, Birch. "'Collection,." pp. 9 & 10. 
t Birch. ·"Collections," p. 2:l 
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achieve some economies of scale. The research is scheduled for completion by April 
1996. In anticipation of positive findings, discussions with network directors and medical 
center management will follow. Depending upon negotiation outcomes with network 
directors, a task order could be executed in the last quaI1er of FY 96 with implementation 
targeted to begin first quaner FY 97. A pilot evaluation would ensue to determine the 
value of national roll out to all satellite clinics. 

The impoI1ance of a pilot evaluation would be two fold. First, it would provide an 
oppoI1unity to determine whether a private contractor can efficiently accomplish all 
activities associated with billing and collecting that MCCR currently performs. Second, 
it would give the private contractor an 0ppoI1unity to become familiar with all the 
nuances that make billing and collecting at VA facilities different from private sector 
facilities without jeopardizing an existing MCCR program. 

Summary: 

NR-4 Initiative Cost Pro eeted Recoven 
Contract Third Part To Be Determined To Be Determined 

Schedule: 

NR-4 Contract Third Party Collections Projected Completion Status 
Date 

1 Meet with Vendors Apr-95 Completed 
2 Develop Preliminary COSI 10 Operate Model Jun-95 Completed 
3 Schedule Vendors On-Slle VAMC Tour Aug-95 Completed 
4 Review Results of Cost to Collect Contract 1'ov-95 Completed 
5 Get 1996 Goal Information by ope Feb-96 Comoleted 
6 Get 1995 Coilection Information b) OPC Apr-96 Completed 

7 Pro 'eel Estimate of ContractinJ! Options May-96 Completed 
8 Present Contracting Out Recommendations to VHA CFO May·96; R:617/96 Completed 

9. Present Contracting Out Recommendations to OMB Juneliuly 1996; R:8196 Partiaily 
New Completed 

Milestone 

9b Present Contracting Out Recommendations to OMB iune-96; R:7196; In Progress: 
R:8196 pending action on 

9a 
10 Award Contracts Au~-96 Planned 
11 Initiate Contracts Oct-96 Planned 
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NR-5: Facilitate Medicare Supplemental Collections 

Purpose: Enhance cost recovery by improving the VA claims submission process to 
Medicare supplemental insurers. 

Situation: Approximately 11.9% ($62,375,750) of all third party recoveries are Medicare 
supplemental payments. MCCR has experienced mixed collections results in response to 
the submission of claims to Medicare supplemental insurers. A number of insurers are 
providing full payment in accordance with policy benefits, others have responded after 
legal action, a few are determining payment amounts in various ways and some are with­
holding payment pending the outcome of litigation challenging payment to V A without 
an appropriate Medicare Fiscal Intermediary or Carrier determination of Medicare 
benefits. 

Since VA presently cannot receive reimbursement from Medicare for eligible veterans, 
MCCR has not been able to submit claims to Medicare Supplemental insurers similar to 
those of Medicare providers that have accompanying remittance advice (RA) and 
explanation of Medicare benefits (EOMB) payment vouchers. The RA from a Medicare 
Part A Fiscal Intermediary (FI) documents hospital payment according to the prospective 
payment system less the beneficiary deductible amount. The EOMB from a Medicare 
Part B Carrier documents the physician payment according to a fee schedule less the 
beneficiary copayment amount. Medicare Supplemental insurers commonly make 
payment based on the submitted claim and the attached RA and EOMB. 

The development of an RA and EOMB for inpatient and outpatient care requires claims 
adjudication functions presently performed by Medicare fiscal intermediaries and carriers. 
These functions include (I) verifying that services provided are Medicare benefits; (2) 
providing admission certification; (3) conducting prepayment utilization screening; and 
(4) authorizing payment. 

A task order is in process under the GSA Health Care Cost Recovery Services Contract to 
determine the feasibility, cost benefit analysis and work processes required for a Medicare 
FI and Carrier to provide claims adjudication services for VA claims submitted to 
Medicare Supplemental payers. While an estimated 65,000 inpatient and 1 million 
outpatient VA Medicare supplemental bills are generated annually, this a relatively low 
volume to Medicare FI"s and Carriers. In order to estimate the potential cost of such a 
contract for the VA, MCCR researched present volumes and costs currently paid by the 
government to Medicare FIs and Carriers. Medicare, with its extremely high volume, 
pays contractors $0.50 per claim to process EOMBs and $0.50 per claim to process 
Remittance Advices. The Rail Road Retirement Board, with a volume of 11.6 million 
claims, pays the contractors S 1.60 per claim. V A's volume of 1.1 million claims per year 
may require $2 or more per claim to process. Processing of paper claims may be 
necessary initially, but MCCR systems are expected to be able to transmit data 
electronically in about 9-12 months. HCFA's agreement will be necessary to allow a 
contract FIlCarrier to use HCFA systems and data bases for processing V A claims. 
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Estimating potential recoveries from this initiative is not possible at the present time. 
Although V A medical centers have the functionality to identify and track third party 
receivables, recoveries and denials by the type of policy (in this case Medicare 
Supplemental), this data is not currently rolled up to the National Data Base, nor is 
facility utilization of this claims tracking functionality certain. Projecting enhanced 
recoveries for this initiative is difficult because we do not know what we are not 
collecting and we do not know whether collection levels will decrease as a result of 
EOMB and RA determinations of non-Medicare covered services. Despite our current 
inability to project the enhancement potential, it is clear that failure to proceed with this 
initiative will result in an adverse opinion in the current litigation facing the VA. Our 
failure to implement this initiative will establish the basis for Medicare Supplemental 
carriers who are currently paying V A to stop their payment practices. Such action will 
result in a loss of $150.6 million recovered by VA annually from these payers. 

Asussmenl: If improved payment from Medicare Supplemental insurers is to be realized, 
change may be necessary from the present practice of forwarding a claim form without 
accompanying information on beneficiary out-of-pocket payment requirements. Current 
per diems and visit rates can be used initially in the provision of an RA and EOMB to a 
Medicare Supplemental insurer. Implementation of itemized outpatient procedure rates 
planned for FY 1998 and itemization of inpatient bills with Decision Suppon System 
(DSS) data at a later date will allow the production of more optimum EOMB's by a 
contract Medicare Carrier. Failure to modify our current billing practice may adversely 
affect the recovery of Medicare supplemental payments (amounting to over S150.6 
million in FY 95). 

The success of this contract initiative is tied directly to the Ambulatory Data Capture 
initiative (AICS) IE-I, the Centralized Electronic Claims Processing Activity initiative 
IE-3 and the two Reimbursement Rate initiatives RR-l and RR-2. 

Actioll: Evaluate the contractor's repon to be received in 2-3 months using a Medicare 
FIICarrier to perform adjudication of V A claims for submission to Medicare 
Supplemental payers. Develop contract requirements for Medicare contractors that will 
be used in requesting the FIICarrier bids to perform these services for VA. With V A 
General Counsel and Acquisitions suppon, determine most appropriate contracting 
vehicle including being added to existing HCFA or Railroad Retirement Fund contracts 
or contracting directly with Medicare contractors on a competitive basis. Contract award 
timing is dependent on the V A Acquisitions process. Annual costs to obtain Medicare­
equivalent claims adjudication is estimated to be in the S2.0-2.5 million range. 

SumJnllry: 

NR-5 Inlli.ti .. Cost Pro ected Reco,,·t 
Contract for FlICarrier Claims S2.0 to S2.5 million To Be Determined 
Ad' udication 
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Schedule: 

NR·S Facllitat. Medltare Supplemental Collections 

I Prooose Medicare eQuivalent claims ad 'udication 
2 Complete VA's aenera) reauirements 
3 Obtain HCFA's support to access present contracts 
4 Conduct work flow design and costlbenefit analysis 
5 Finalize soecifications with HCFA 
6 Reach a~reement with HCFA contractor 
7 Begin VA claims processing by HCFA tonuactor 
8 Monitor implementation &. resolve operational issues 
9 In itiate VA competitive bid process for long term 

conlraCllO replace the shoo term HCFA agreement 
10 Award VA contract (or claims processing to the 

selected Medicare contrac;:tor 
II Facilitate conversion of claims submiss ion to new 

contractor 
12 Monitor performance 

Projected Status 
Completion Date 

November 1995 Completed 
March 1996 Completed 
May 1996; R:7J96 In Process 
June 1996; R:9J96 In Process 
Au.uS! 1996· R:IOI96 In Process 
November 1996 Planned 
January 1997 Planned 
June 1997 Planned 
July 1997 Planned 

July 1998 Planned 

October 1998 Planned 

Ongoin~ Planned 
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NR·6: Contract with health plans and insurers. 

Purpos~: Obtain the authority and negotiate with HMOs to provide care to their enrolled 
population as a participating provider. Aggressively pursue negotiations with major 
plans. 

Si/Ull/iOft: The rapidly changing nature of third party health care plans is characterized by 
the transition from fee for service models to creatively modeled HMO and HMOIPPO 
operations. These new models are attracting an increasing share of the insured 
population. These new HMO hybrid plans are more closely modeled after popular PPO 
insurana: plans than they are modeled after traditionally closed HMO models. A number 
of medical center report that these new HMO models are eroding our pool of insured 
patients with billable insurance. "The InterStudy Competitive Edge 5.1" report. Parts II 
and III (April 1995). supports V A facility observations of increased HMO enrollment in 
large metropolitan areas .. We have had limited success in negotiating with these plans to 
serve as preferred providers for a variety of reasons, including statutory limitations in 
negotiating unique reimbursement rates. as determined by our General Counsel. 

Ac/ion: Initiate a joint effort between the MCCR Program Office and the General 
Counsel to develop a feasibility study based on present regional counsel experience and 
legislative interpretations. The study outcome will include an implementation plan and 
guidelines to regional counsel staff and MCCR facility coordinators. Legislati ve 
initiatives should also be developed by General Cou nsel to change the existing law and 
eliminate the protective exclusions which preclude billing the newly crafted HMO plans. 
This legislation is essential with the increasing popularity of HMO coverage . Legislalion 
is needed to require that HMO providers recognize V A has a preferred provider for 
medical care services for HMO enrollees. The MCCR Program Office wi th Ihe 
assistance of the General Counsel's office will continue to seek provider agreemenls with 
other health insurance carriers. The MCCR Program OffIce and the General Counsel's 
Office will also actively pursue maximum reimbursement from all health insurance 
carriers.. 

Summary: 

NR-6 Initiative Cost 
Lc~i sJalion & ContractS (or new 
HMO an. 

To Be Determined 

Schedule: 

NR·6 Contract with bealth plans and insuren 

t Meet with General Counsel staff on HMO authomy 

I- Two HMO contracts were reviewed and relurned 10 

Regional Counsel for finaliz.ation (PA and Reno) 

Pro' ected Re-cover 
To Be Determined 

Projected Status 
Completion 
Date 

onRoin. onc0:ng. 
lune 96 Completed 
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1 Initiate survey on HMO penetration at V AMes 
3 Review study results 
4 DeveloD euidehnes for V AMes and Rellional Counsels 
5 Develop Ie islative initiatives 

)u196 In Pro2ress 
Aug 96 planned 
Nov 96 planned 
Nov 96 planned 
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NR-7: Expand to other areas agreements similar to the DOD Sharing Arrangement 
Between Ft. Meade and Ellsworth AFB 

Purpose: Initiate VA Sharing or similar agreements with other Department of Defense 
(DOD) facilities to provide MCCR third party recovery services similar to the Ft. Meade 
V AMClEllsworth AFB project. 

SiTuaTion: In FY 1993 Ft. Meade VAMC entered into an agreement with Ellsworth AFB 
to provide MCCR services for inpatient cost recovery. This MCCR recovery effort using 
PC-based m software was expanded to outpatient services using encounter forms in all 
clinics in FY 1995. Collections have steadily increased and are projected to reach 
S200.000 in FY 1996. V A retains 25% of collections to cover the cost of the 2 FTE that 
operate the program. Future collection increases are dependent on DOD staffing at the 
AFB and military retirees and dependents . Opportunities can be explored for similar 
MCCR agreements with ether DOD fac ilities where there is a desire to contract out third 
party recovery services. However. the GSA Contracts for Health Care Cost Recovery 
Services require DOD facilities to use the vendor awarded the turnkey operation item of 
the contract. Future MCCR agreements with other DOD facilities are unlikely should 
participants be limited to the awardee of the GSA contract. 

Acrion: Request a V A General Counsel opinion on the applicability of the GSA contract 
to MCCR efforts to initiate sharing or other agreements with DOD facilities for the 
proviSion of third party insurance recovery services. Should DOD facilities not be bound 
by the GSA contract, a plan will be developed by MCCR to expand cost recovery 
agreements to additional military treatment facilities. If DOD facilities are bound by the 
GSA contract, V A and DOD should pur;ue legislation to allow V A to compete for DOD 
collect ion business. Should a General Counsel legal opinion be available in 6 months, a 
plan to market MCCR services can be completed and implementation begun in first 
quarter ofFY 1997. Similarly, if the opin ion does not allow VA to support DOD, draft 
legislation could be initiated in the ftrst quarter ofFY 1997. 

SummaQ': 

NR-7 Initiath'e Cost 
Provide recovery services to 
DOD 

Co!'t of Re c<wcry ReImbursed by 
DOD Rec('I\ aies 

Schedule: 

NR·' Expand to other areas .creemeDts similar to tht Projected 
DOD Sharing Ag .... m.nt bttw •• n Fe :.feade VAMC Completion Date 
and Ellsworth A FB 

I Request General Counsel opinion May 1996: R:6196: 
R:7/96 

2 Receive General Counsel oprn lon Dec 1996 
3 Develop marketin ! plan and be~," impicmentati on Mar 1997 
4 Monitor performance On.oln, 

Status 

In Process 

Planned 
Planned 
Planned 
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(2) Improved EffICieilcy (IE) Focus: The second cluster of initiatives improve the 
efficiency of ,MCCR activities through reengineering, streamlining, standardization and 
automation. By reinvesting the savings obtained from improved efficiencies into 
resources ne~ded to support the new or modified processes)iescribed above, efficiency 
gains are multiplied by using them to generate new revenues. 

IE·I: Implement Ambulatory Data Capture 

Purpose: To increase collections while reducing the cost to identify, bill and collect 
outpatient care. 

Siluation: MCCR currently captures the majority of its ambulatory care billing data 
through retrospective review of the outpatient record. In FY 1994, this process cost 
MCCR approximately $9 million or 24.5% of its $38 million outpatient billing budget.7 

TIlls level of effort resulted in collections from ambulatory care of $136,330,954. Prior to 
1995, there was no VHA requirement to collect information associated with the 
diagnosis, procedure or provider in either the DHCP or Austin Automation Center (AAC) 
data bases. Some facilities did capture a portion of this data through a cumbersome key 
entry process, Recognizing the need to capture ambulatory patient data for both billing 
purposes and for clinical management, MCCR initiated in FY 1994 work with other 
components of YHA to develop strategies to capture and store ambulatory data in a 
systematic way which would allow timely access to ambulatory treatment information. 
Richer ambulatory data would allow VHA to produce more accurate billings and, 
consequently, increase collections and deposits to Treasury. MCCR funded the 
development of automated technology prototypes to capture the information, the software 
to facilitate the capture and the data linkages with DHCP, and the enhancements of the 
Patient Care Encounter file which would serve as a repository and interface with other 
DHCP modules for the captured information. In April 1995, the Under Secretary for 
Health changed YHA policy to require the capture of the diagnosis, procedure and 
provider data for all ambulatory care encounters or services. This policy change allowed 
the shifting of Medical Care priorities and the redeployment of eXisting Medical Care 
resource' to this project. 

Acrion: This initiative implements the Under Secretary's policy change, MCCR is a 
partner with other VHA elements in developing and funding the initiative. Total cost 
associated with implementing full collection of ambulatory data are about $238 million 
'Over seven years.s These estimates. developed by the Birch study, were reviewed and 
accepted by MIRMO and MCCR staffs. MCCR's anticipated costs for this same period 
are about $51,7 million or about 22 percent of the total cost.9 The approach to collecting 
data is based on industry practice of using encounter forms to capture clinical and billing 
data. However, MCCR has taken this opportunity to enhance a basic industry process to 

'Birch. "C(lliections:' Exhibit 4, p.14. 
• Birch & Davis Associates. Inc. "Medical Care Cost Recovery Cost Benefit Analysis. Optical Scanning," 
Dec. S, J9~S, p. t4 (Henceforth referred to as "Benefit".) 
9 Birch, "Benefit'" p. 15. 
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overcome two major impediments of existing paper technology. These enhancements 
include: the ability for users locally to customize encounter forms to meet the changing 
needs of clinical staff; the ability to merge patient specific clinical and administrative data 
OD or with encounter forms; and the ability to scan the encounter form for data entry, in 
lieu of manual key entry, into clinical and administrative data bases. The storage of all 
ambulatory care data will allow MCCR units to begin utilizing the automatic billing 
features of the Integrated Billing package for ambulatory care. By eliminating the vast 
majority of manual medical record review and coding, the process will reduce by 572 
F1E the resources currently expended on the capture of billing information through 
retrospective review of medical records. 

Tim~/in~: Development and testing of the software components related to scanable form 
generation are scheduled for FY 96. Roll out had been scheduled for summer 1996. 
However, the unresolved availability of funds in FY 96 for equipment purchase will slip 
implementation to the flf~t quarter of FY 97. Testing of the software is scheduled to 
continue throughout the spring and summer of FY 96. As an interim implementation 
strategy, 25 sites were funded with an earlier prototype system which provides them the 
ability to enter their data into a beta test version of the Patient Care Encounter (PCE) 
package. The PCE package will be the clinical information repository for all ambulatory 
care encounter data. Experience from these prototype facilities is being applied to the 
planned roll-out of the Ambulatory Data Capture components. 

R~sources: MCCR resources, approximately $51.7 million over the seven year life of the 
system, account for less than 22 percent of the total resources associated with this 
project. IO MCCR resources are targeted more to suppon implementation and start-up 
costs of the project because MCCR has the most to gain from early start up of this project 
(see discussion below). Medical Care resources suppon both the implementation and 
ongoing operation of the system. Initial resources required in FY 96 represent a 
combination of recurring MCCR resources that have been redirected to this effon and 
new non recurring resources needed to acquire equipment on which to run the data 
collection ponion of the initiative. 

R~tum on In\'~srm~nt: Return on investment estimates supponing this initiative are based 
on the Cost of Collections study and the Cost Benefits Analysis conducted by Birch & 
Davis Associates in the fall of 1995. MCCR currently spends a little over $9 million 
dollars a year to retrospectively review medical records and to generate claims. That 
expenditure resulted in approximately $136 million in collections from outpatient claims 
inFY94. 

The Birch & Davis Cost Benefit Study determined that MCCR recoveries would directly 
benefit from this initiative in four areas: I) increased revenue potential resulting from 
improved identification of billable visits; 2) increased reimbursement due to improved 
capture and reponing of procedures; 3) increased revenues resulting from more timely 

III Birch. "Benefit,·' p. 14. 
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billing that thereby decreases revenue lost due to insurance company statute of 
limitations; and 4) interest earned due to a reduction in accounts receivable days 
outstanding. II 

The Cost Benefit Analysis estimates that we currently utilize approximately SS FrE for 
outpatient record retrieval and 667 FfE for the 3S minutes per claim average required of 
outpatient pre-billing review and coding of the medical record. The AICS process would 
eliminate the need for the SS FfE retrieving records and reduce from 667 FfE to 9SFrE 
the number of staff needed to process claims. The anticipated savings in manpower from 
this initiative is about 627 FfE (S72 from pre-billing and SS from record retrieval).'2 
While these FrE could generate a savings of personnel services dollars of a little over $9 
million per year. their reinvestment to improve billable insurance offers promiSing 
cumulative returns of $492.46 million at a cost only $S4 million in seven years. Without 
the reinvestment of these 627 FrEE. the remaining benefits derived from improved 
capture and reponing of procedures. more timely billing and interest earned by reducing 
accounts receivable days outstanding would amount to $9.66 million in seven years. This 
places cumulative benefits (without reinvestment of the 627 FrE) in seven years at $9.6 
million vs. costs of $51 million . The return on investment from this initiat ive without a 
reinvestment of staffing resources would be negative. 

By shifting these staffing resources to the insurance identification initiative NR-I and to 
the insurance appeals initiative NR-2. the anticipated cost to operate MCCR in year 4 
would be closer to $0.16 and Treasury would begin to realize revenue enhancements of 
about $100 million a year. 13 This benefit would be achieved by shifting the 627 FrE an 
average of 3.8 per site to pre-registration. insurance identification functions and insurance 
appeal processes. 

The Birch "Benefits" study estimates that an increase in the insurance identification rate 
from 8 percent currently to 12 percent can be achieved by this shifting of staff utilization. 
The Birch study finds that 

Currently, approximately 8 percent of all outpatient visits and J4 percent of inpatienl admissions 
are Klentified as being billable (i .e., patients with reimbursable insurance). The 1987 Survey of 
Veterans (SOV In) and Ihe 1988-89 Survey of Medical SYSlem Users (SMSU) indicaled that 
approximately 18 to 20 percent of all episodes of V A heaith care are potentially billable. This 
would suggest that there exists a potential for increasing the: numbers of billable episodes of 
outpatient and inpatient care by 10 percent and 4 percent. respectively. However. many insurance 
policies that cover inpatient care do not cover non-emergent outpatient care . Therefore, while the 
VA'$ inpatient insurance identification rate may have the potential to reach 1& percent. we do nat 
feel that it is reali stic to assume that the outpatient rate could be increased to the same level. 
However. we do feel that a ] 2 percent outpatient insurance identification rate is real istic and 
conservative and have used this number in estimating the increased revenue benefit in this study. l<4 

11 Birch. "Benefit," p. 13. 
11 Birch, "Benefit," pp. 16-11. 
tl Birch, "Benefi t," pp. )4.15. 
14 Birch. "Benefit," p. 17. 
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Exhibit 5 of the Birch "Benefit" study (page 18) provides a table which demonstrates the 
calculation used to estimate the $492 million V A will realize from increased revenue 
from improved identification of outpatients with insurance. 

The following two tables were extracted from the Birch & Davis. Associates "Cost 
Benefit Study" on Optical Scanning (Exhibit 4. pp. 14 & 15). The first Table estimates 
total system costs and benefits for implementing the AlCS. The second Table isolates the 
estimated MCCR costs and benefits associated with the AlCS implementation. Both 
tables assume the transfer of staffing resources saved by AlCS implementation to 
insurance identification functions . Under the benefits enumerated. "increased revenues" 
refers to "increased revenue potential resulting from improved identification of billable 
visits;" "increased procedures" refers to " increased reimbursement due to improved 
capture and reporting of procedures;" "increased statutes" refers to "increased revenue 
resulting from more timely bill ing that thereby decreases revenue lost due to insurance 
company statute of limita.tions; and finally. "AIR interest" refers to "interest earned due to 
a reduction in accounts receivable days outstanding."" 

Total System Costs and Benefits (or AICS ....... VE,Ul: l VEAR' YEARl yEAR. YE/o.R ~ YEARe TEAR 7 

" U I,.63.427 $46.1(l6,J~8 S!l7.3~~ ,0$11 $103.:71.770 "09.070.'116 Sl" . 'ilEl.44~ 

~p'ocedurn 10 '\'2.000 "92.000 $'112.000 $192.000 , 1i2.000 "91.000 
ncr.Md 'loItu'., so $ 1. 137,145 " , '92.&87 S12~,zo.a $1 ,l1S.521 " .3&2,"2 " ,4411,302 

"", .. ".,1 so so $.21 • .• 211 C73.7&E U SUS! so so 

T""~fII " $.2), 1112.572 $011.70$.613 Sii ,1 I I ,Cot, $100I0 ,&6l.(loI7 S "O.~ 5 .XII $116.502.7.7 

C-..&ar .... tIe".l~ so Rl,I W.S72 $70.1111.245 "'O.cr:..2U 5.27.,11.).&1 l3IU2).~1 S~2 . '2fj . J96 

COSTS' 

'- UOO.~ Rl . 1~.OOO so 10 10 ' 7.0)3.000 n .033.ooo 
10 590.000 S2 . 1I~ 000 12.I1' .• s.o 12.2'].10<1 SI.SOO.OOO SI.!IOO.OOO 

MASP ... ~I~.!) · · " SI1.IKI' .• ~ " so 10 10 " MAS p~ (C'-tu ll" .., I t 2 .61'. ~~O SI:!.nE.31$ St J.IU. llf SIl .•• , .... SI1.72$.96-' 5".OU.209 ........ ~. so SI:!.a l .KS 112.$1' .366 5 U .7112S1 SI2. " I.~ SU .Oot.t.lse $13.323.700 
SoIrwat,Plogr_"O so 1160.000 so so so '" so 
f"..cICof\··O .... SIOfa9l 10 11 .116.000 51213.632 S I.2S2 . .a8 11.m.~7 $1.332.1'$ " .J13.'27 
fWledColt-~, so "3.2.000 " .$12.(100 S1..S60.~ IUl IO.llIl ' 1.660..236 1 1.711 .703 
......... If,IJIl'ICosts " 11,20(1.090 '$34.0t0 53 : 2.090 so 10 so 
lmaracI TId"II'\Ql Suooo" so """."" 151 .600 S5U$1 15'.9$$ SSf.'st 158.tI5 

T<olCc1It ."""" M'. I~ . oel S30.&oII .OOJ S31 .~~ .032 13C711.21$ 138.358.132 
SIIOO.QC)') .... OQ:Z .OIl SI30.ue.0ge S'H.2t3.'U 

NfTSENEFIT ($riCO.COO: ) {s..3.iOt.'U) SHi.I6-C .t:70 567.&:06.017 S ' .~I ,112 S12.217 ,17, S77.517,793 

CUWULATIVE NET IEN£FIT (,toO.oooJ C~.eoe .• "J 1S27.1IoW.'1(1) $)9.861.1" Illl.9d .OlO I' • .lX1.In 1.263.117.'79 

PWCllllNillhrIe'-.'.IO.0"4 0.1091 ,.,.. O.1Sll ' .083 ,."" 0.5601$ 

""CIIII,.e.n.tc. ('Il00.000) (1.39."1," ') "l.tl6.Mf, 150.942.660 e O.597.I" 16ot ,M3.I0"7 "'3.191.309 
c:-.., ... ,.Benef1I. "tOO.OOOI rs--O.III.1171 (S2S.II'.I53) 12HJ61.507 '7U~9 .lI$ S lt' .~2 .'12 $tU.lAC.IOt 

· ......,..1OCaI..,~pI'CfllClClOS" 

~atldlAW~ .. C1CIftIe'"" • ..oor_oI .. ...-.;~. 

Note: Not included in the soft\A:are programming cstimates being funded by MCCR nor in the CosllBcncfit 
Analysis is thc significanl programming effon now unde,.....·a)· invol"ing impacted DHCP packages olher 
than AleS. nor arc any Austin casu (or the cenualized system. Software Services recently estimated 
approximately 8 programmers (or 2 years will be needed for lhe changes to Scheduling and PeE alone: . The: 
Austin Automation Center resource Issues and funding arc not yct rcsolved. 

IS Birch, "Benefit,'" p.13. 
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MCCR Costs and Benefits for AICS 
YE"''' vEAR2 YEAR) YEAR" YEAR. YEAR, 

.NEFITS -- so 121.&63.427 "",Ioe,lSl SIiI7.lel.OSIl "OJ,07I,no "og,OYC.IK 111 •. N,.u5 - ........ " so SIe2.000 1182.000 $'R2,000 "112,000 "92.000 1'82.000 
Inc:rMMdItlM., so $1,137.'''5 11.1&2 .• 7 S1.2Sot~ $1,315.521 $1.382."'2 "."11.302 
~"""SI so so $21 ..... 211 1273.716 S2IU506 so so 

'_'-.1iI so 123.182.572 "".105.1173 '".111,0018 "Oot,NII.Got1 $',0 .... 5.3011 1116.602.'.' 
~ .... ~I. so $23.1112.572 ,70.a98,2.5 "70.00II~ &21<1.17'.341 53e5.523.~ lm.126.396 

COSTS·-- 1800.000 $21.150.000 so so so 17.033.000 17,033,000 

so 190.000 12.115.000 12.171.'50 12.2.3 . .0. 't.SOO,OOO $1,500.000 

~"'ogr.trIITIroQ so 1110,000 so so so so so 
F..cJcwl-Dill<~ so 1235.200 1242.72tI S250.'ioI 12~.SOSI 1266.523 $21.,185 

f"COI1~SuPOlol' so ...... $3Q2,.OO 1312.077 ""003 Sl32.0017 ~2.~1 

~1iotI_ so $I.2015.OSIO "".000 1312.0lI0 so so so 
~Tec:tlnaISupport so "".000 551.600 553.251 ~.9S5 156,6$11 151,.'5 

T_leosl 1900.000 $23."7.1590 13.2"5.1'6 13.106.361 12.1111.332 fIiU •. m Sil.208,~~1 

CUIII .... tMlOOst 5800.000 12~.o.7.690 S27.293.~06 130.399.&61 533.27'.t89 ~2.~67.~2' 

NETIEJ04EFIT ($800.000) .... '" $£.4.'511.857 5H.OCW.6!7 5101."t.715 $101.'57.079 $'07,311'.2Of 
ClAllA.ATlVE NET BENEFIT (S900.000) (Sa~~.11e) 143.10.03' $139.&09,'26 S2'1.S",'" U.3.056.220 $'50.'50.'26 

PVC!f"'-lIenetlt'.'00"4 O.P' 0.126-' 0.7513 "" 06200 

PVoIJMTs.n.IU {$eoo.OOO} 140,e02 536."1.621 $72.128.322 S611.6~' \176 $62.~.700 560.62',0211 

Cum"""'" NeI Seneh!s (S800.000) (Sa5S1.lta) 1».M2.<t21S $t08.010.7'9 $ln.669125 S2~O.66ot .• 25 $301.288 .• 5~ 

Summary: 

fE..l Initiative Cost Pro· ected Reconrv 
Implement Automated Data S24 million thru year 2 S23.2 million I Sl year 
Capture S51.7 million seven year S502.1 million seven year 

cumulative cumulative (Refer 10 NR·I) 

Sebedule: 

IE·I Implement Ambulatory Data Capture Projected Status 
Completion 

Date 
I Establish Implementation Working Group 711195 Complete 
2 Develop Work Plan 8130195 Complete 
3 Introductory Satellite Uplink 9/26/95 Complete 

• Prepare Cost benefits Analysis JUII95 Complete 
5 Contract for Test Site Eauioment 9/30196 Complete 
6 Identify Field implementation Teams 1115196 Complete 
7 Test Version 2.1 of Automated Information Collection 3125196 Complete 

Svstem (AICS)r 
8 Provide Initial Team Training to Field Implementation 3/22196 Complete 

Teams 
9 Implement AICS version 2.1 4/96 Complete 
10 Provide training on Rapid data entry and Patient Care 7196 Complete 

Encounler Software (satellite uplink) 
II Implement Patient Care Encounter (PCE) version I 7196: R: 8196 In Progress 

IE·I Implement Ambulaton' Data Capture Pro·ected Status 



(con't) 

12 

13 
14 

15 
16 

17 
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(continued) Completion 
Date 

Implement Rapid data Entry Patch to AleS version 2.1 7196; R;8196 Delayed due 
to milestone 

II 
Te" Version 3.0 AICS (Se.nnin.) 9196 
Provide Training on Scanning and scheduling changes 9196; R: 11196 pending 

release of 
software 

Implement AICS version 3_0 10196; R: 11/96 Planned 
Implement Primary Care Management Module 10/96 Planned 

I (Schedulin~ chan.es) 
Posllmolementation follow-UD 10/97 Planned 
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IE-2: Establish the Consolidated Copayment Processing Center 

Purpose: The Consolidated Copayment Processing Center represents an effon to 
improve the efficiency of specific processes related to the issuing patient statements and 
collecting first pany obligations. 

SilUlllion: Effons over the past five years have automated the process of identifying 
bealth care.events that are subject to patient copayments and other charges. All Charges 
are automatically identified in the Integrated Billing (ffi) package and, except for selected 
cases, are automatically priced and passed to the Accounts Receivable (AR) package. 
The AR package consolidates charges incurred from the different programs and issues a 
monthly statement of charges and payments. Interest and administrative charges are 
automatically calculated and added when appropriate. Rights and obligations data is 
printed with the statement. Exception cases involve cases returned from the IVM center 
(cases must be fIrst reviewed and then released) and discretionary cases involving 
insurance which are held until insurance benefits can be applied to the first party debt in 
accordance with General Counsel procedures. Up to the point of statement mailing all 
tasks are performed in the computer with minimal MCCR staff intervention. 
Payment processing represents the other functional activity that has been significantly 
automated once data has been entered into the computer. Payment data is entered by 
veteran SSN, payment amount, check number and date of payment. Since the data entry 
mechanism is tied to the account records, potential duplicates are evaluated at the time 
data is entered. The AR package then applies payments to existing charges using the age 
of debts. AR then manages the process of recording the deposits and appropriate FMS 
doc·uments. 

Performance data from FY 95 indicates that well over 75 percent of all charges are paid in 
the first 60 days following the establishment of a charge. While data collected during a 
cost benefits analysis indicates that approximately 30 percent of all medicat!on 
copayment charges are collected at the time of service, the remainder of charges are not 
available at the time services are provided because they are either handled as batch 
processes or are completed through the mail. These charges are processed through the 
patient statement. 

To improve the efficiency of processing first party charges and payments, the functions of 
statement processing and payment processing were reviewed by the MITRE corporation 
under contract to MCCR. 

AClion: MITRE recommended that patient statement printing be consolidated to a single 
site using electronic transfer of the variable data needed to produce the statement to that 
site.'6 MITRE also recommended that VHA pursue a Treasury Lock Box agreement to 
handle parment processing. Both of these processes would fit into existing automated 
routines. t 

U MITRE. "Consolidated Copaymcnl Processing Center," October 199~. p.5-44. 
17 MITRE. "Consolidated Copayment Processin~ : ' p. 5-44. 



340 

MCCR Strltegic Direction & Business Plan 1996 
Page 37. 

Timeline: Functional specifications were developed during FY 95, and a Memorandum 
of Understanding was completed with the Austin Automation Center in December 1995. 
The project was put on hold during December and January because of the furlough. 
Further delays were experienced because of disagreements over the scope of the VBA 's 
Debt Management Center (DMC) Referral. The project officially resumed February 28, 
1996 with a project team conference call. Targets for alpha testing of the statement 
printing is currently scheduled for May 1996. Lock box processing was delayed by our 
inability to~btain price quotes from Treasury for the use of their bank contracts until 
March 1996. Estimates from Treasury's bank contracts were higher than anticipated and 
estimates from the DMC are being sought before a final decision on lock box services is 
made. 

Resources: MITRE developed estimates for implementing the Consolidated Copayment 
Processing Center utiliZing two options, contractor and V A-provided services. MITRE 
estimated that initial stan. up costs for the V A alternative would include a major hardware 
acquisition which we were able to eliminate through available capacity at the Austin 
Automation Center. 

In addition, Austin's actual cost estimates were somewhat below MITRE's estimates 
making implementation of the copayment center with in-house resources cost effective. 
Initial review of the services we have requested from Treasury indicates that these 
services are equivalent to many standard check clearing processes and should be provided 
at no cost to VA. Further, use of the Treasury Lock Box requires no use of MCCR FTE 
for .this portion of the process. While we have yet to receive formal cost estimates from 
the DMC, informal estimates indicate that lock box services proVided by the DMC will 
require between 25 and 30 FTE. 

Rerum on Investmen t: Initial estimates by MITRE indicated that base line costs for 
statement processing were approximately S9 .8 million per year .t 8 Remittance processing 
costs were estimated at approximately S 13 .7 million per year.t9 Total costs for thes. 
functions were estimated by MITRE to be S23.5 million. This compared favorably to an 
estimated operating cost of $3 to $4 million for the CCPC model. Because the original 
investment analysis was done based on FY 1994 data and involved limited site 
verifications of the data, we have compared the MITRE results with more recent studies 
by Birch & Davis.2o That analysis differs significantly from the MITRE study. Birch & 
Davis estimate that the cost of performing the same functions totaled only S6.8 million 
out of a total program cost of $16 Million. This reduction in costs is the result of 
program improvements in operations, automation and a better understanding of where 
costs functionally occur. The functions cont ributing to the $16 million in copayment 
costs include interviewing, statement preparation and mailing, answering questions, 
receiving, depositing and posting payments, generating IRS offset letters, District 

.. MITRE, "Copaymenl." Table 6· J. 
"MITRE, "Copaymenl," Table 6-4. 
20 Birch, ''Collections,'' p. J 5. 
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Counsel referrals, managemenl and administrative overhead, and miscellaneous costs 
associated with training, overtime, benefits, etc. The $6.8 million in costs specifically 
associated with Ihe functions which Ihe CCPC replace are limited 10 the preparation and 
sending of means test statemeniS and the receiving, depositing, and posting of 
payments21 

Overall the cosl of implemenling the program has also been further reduced from the 
Birch estimates. Operaling costs projecled by the Austin Automation Cenler (AAC) are 
estimated to be approximately $2.6 million per year or a little over a third of the current 
cost of operations for those funclions associated with the CCPe. 

If the AUSlin estimates hold true, the estimated $4.2 million in annual savings from this 
initialive which exist In both the all olher (Supplies and maintenance) and in the 
personnel services categories will net a savings of approximately 120 FrE. The initial 
savings envisioned by MITRE assumed Ihat all personnel doing tasks associated wilh 
remiltance processing would be eliminaled; however, the approximately 30% of 
remittance processed al the cashier window would continue as would other third party 
remittance processing functions reducing the number of cashier personnel. Therefore 
baseline analysis will be needed to idenllfy the number and type of savings thai will occur 
from implementalion. 

Staff resources saved through the introduction of CCPC will be offset by Ihe additional 
staffing resources necessary to support Ihe DMC lock box activity associaled with thIS 
initiative, with the pilot initiative IE-7 which directs the transfer of all first party debt 10 

the DMC and with resources needed 10 support Ihe numerous MCCR third party software 
applications wilh IRM suppon personnel allocal facilities. 

Summary: 

IE-2 Initiative Pro· eeted Savin s Recoveries 
Consolidated Copayment 
Processin Center 

$4.2 million to be 
reinvested 

To Be Determined 
(Redirect Savin!.:!s) 

Schedule" 
IE·2 Establish Consolidate Copayment Processing Projected Status 

Center Completion Date 
I Develop srecificauons 12/1195 Complete 

2 Establish \fOU wlth Austin Automation center 12/4/95 Complete 
3 Develop Performance Measures 6130/96 
4 Program AAC and DHCP Software for Patient 6115/96 Complete 

Statement Printin~ 

5 Alpha Teq Statement Printing 6/30/96; R:7/96 In Progress 
6 Beta Test Statement Printing 7/30/96; R: 8/96 Delayed 1 rna 

milestone #5 
7 Implemen1 Statement Processing 9/30/96; R 10/96 Delayed 1 mo 

milestone #5 

:1 BITch, "Collections," piS. 
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9 
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4/30196; R:8!96 In Progress 
Program AAC and DHCP software for Remlllance TBD 
Processin2 
Alpha Test Remittance Processin,2 TBD 
Beta Test Remittance Processing TBD 
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IE-3: Establish Centralized Electronic Claims Processing Activity 

Purpose: To increase the efficiency of third pany claims processing using electronic -
claims processing. 

Situation: The traditional process for submitting claims against health insurance policies 
is to produce a paper Uniform Bill version 92 (UB-92) or a HCFA 1500. This process 
delays the submission of the claim based on mail float. The process also increases 
handling time by the insurance carrier, who must enter the data from the form into their 
computer. Claims submitted via the paper process may also include errors, omissions, or 
inaccurate information. During routine follow up, medical center staff routinely discover 
that insurance payers assert that they never received claims for payment mailed by the 
facilities. In addition, claims are routinely returned unpaid from insurers if any error or 
omission is found. These returned claims add one to two months of additional processing 
time required to receive payments. The use of electronic claims processing provides 
facilities with immediate feedback regarding errors, omissions or inaccurate information 
by means of payer specific automated edit routines. Within a single day, billers are 
notified of errors and can take immediate steps to make corrections. Claims submitted 
electronically provide for both immediate insurance verification and information 
regarding policy coverage to facility billers. In addition, payers provide automated 
receipt notification for all claims submitted electronically. Claims processed 
electronically by payers are paid much more rapidly, often within seven days of receipt. 

For the past three years, MCCR has experimented with Electronic Claims ProceSSing at 
individual medical centers. Approximately 100 medical centers have some form of EDI 
claim processing capability. The program office has also participated in the development 
of ANSI standard X.12N transactions for insurance billing and payments. Our experience 
has indicated that the industry is not ready for a pure X.12N ED! process and that clearing 
houses are needed to deal with existing proprietary formats in use by the industry. Our 
experience has also indicated that local processes range from duplicate key entry of 
claims into carrier terminals to full transfer of print images of CB-92 directly from the 
DHCP. Full DHCP solutions have been developed through local modifications of the 
software and involve greater involvement of local IRM staff. Given the current limits on 
IRM FTE, a national solution that increases their workload is not feasible. 

The solution proposed establishes a standard process that will run in DHCP and produce 
a common transaction that will pass data to the Austin Automation Center (AAC). To 
deal with the plethora of formats present in the industry, one or more value added 
network vendors wilI be contracted to provide translation services to the various 
insurance carriers. To prepare for future direct connections to carriers promised by 
X.12N, claims will be sent to the value added network via standard transaction sets. 

Anion: Development is underway on the transactions to be sent to the Austin 
Automation center. The Austin Finance Center (AFC) will complete mapping of the 
DHCP transaction within the translator software. Data on insurance carriers with whom 
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MCCR files claims was consolidated in mid March. A request for comment on the 
proposed V AN contract has been filed and responses received. A working group met in 
Austin during March to finalize test plans and to begin to send test data. Plans call for 
release oftbe Request for Proposals (RFP) in May. Initial testing of production data will 
begin once a contract is awarded. 

Benefit: Implementing electronic claim processing nationally will provide a one time 
recovery benefit of at least an average months recovery. i.e. approximately $25 million. 
This one time benefit is attributable to reducing the outstanding accounts receivable days 
by 30 days. 

Summary: 

1£·3 Initiative Cost Pro· eeted Savin s Recoveries 
Centralized Electronic 
Claims Processin 

To Be Determined To Be Determined To Be Determined 

Schedule: 

IE·3 Establish Centralized Electronic Claims Projected Status 
Processing Activity Comcletion Date 

I Develop sDe'ciflC2rions 4/30/96 Comolete 
2 Develop Contract Specifications for national 5/30196; R:7196 90% 

clearing. house cantract Complete 
2a Obtain ITM aooroval (Ne ..... Mif~slOne 7196 ; R: 8/96 In Pro2ress 
'2b Release RFP (New Milestone) 7/96 dependent on 

como let ion 2a 
2c Award Contract (Ne ..... Milesront) 8/96 dependent on 

completion 2a 
3 Develop Performance Measures 6/30/96 Complete 
4 Program AAC and DHCP Software for EDI 6115196; R:7/96 90% 

Complete 
5 Alpha Te" EDI 6/30/96; R:9/96 dependent on 

task 2c 
6 Bela Test EDI 7/30/96; R: 10196 dependent on 

task 5 
7 Implement ED! Facilities wlo capability 9/30/96; R: 11196 dependent on 

task 6 
8 Implement EDI Facilities with current capability 9/30/97 planned 
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IE-4: Introduce Electronic Fund Transfer to All V AMCs 

Purpose: To increase the efficiency of third pany claims processing using electronic 
funds transfer. 

Situation: Some insurance carriers have begun to pursue payment of their claims using 
electronic funds transfer. Opportunities for using this approach were discussed with 
Treasury officials and the opportunity was presented to pilot test a Treasury process 
called remittance express. This approach results in payments being automatically 
deposited into facility level accounts within the current Agency Location Code (ALC) 
used by all VHA facilities. The process, when used with Cash Link software, improved 
the timeliness with which commercial payments were deposited into the Treasury. The 
process does not provide any automation for the posting of the payment into Accounts 
Receivable or for receiving and processing the remittance advise that accompanies the 
payment. Automation of these processes will be pursued as the volume of electronic 
payments makes such development by MCCR and the Treasury Contractor economically 
feasible. 

Action: Two facilities tested remittance express during FY 1995. Based on the 
experience of these facilities and the development of implementation procedures, the 
process was rolled ou( to all facilities in February 1996. ,'Our goal for FY 1996 is to 
collect ).0 percent of our health insurance reimbursements through this process.) 
Performance will be monitored through Cash Link. MCCR coordinators must contact 
individual carriers and detennine if they are willing to panicipate in the program. We 
wilf also review the listing of carriers that we do business with on a nationwide basis and 
contact these carriers directly. 

Summary: 

1E-4 Initiative Cost Pro"ected Savings Reco"·eries 
Electronic Fund Deposit To Be Determined Reduction of "float" To Be Determined 

Reduction of manual 
check processin2 

Scbedule: 

IE-4 Introduce Electronic fund Transfer to AU Projected Status 
VAMCs ComDletion Date 

I Develop specifications 1/30/95 Comolete 
2 Alpha test 7/30/95 Complete 

3 Beta test 10/1/95 Complete 
4 PackaS!.c Materials and sent to facilities 2115/96 Complete 
5 Target for 10 Percent of collections 9/30/96 DownsIzed to 

l'ic 
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IE-S: Introduce Multimedia Training ror Front Line StaIT 

Purpose: Increase collections andlor reduce training costs by increasing individual 
worker effectiveness and improving supervisory control over resource management. 

Situation: Different levels of cost recovery require different levels of worker knowledge 
and skills. Studies show that worker skill and knowledge are a direct function of training 
and experience. It is estimated that both the amount of collections per bill and the 
quantity of bills collected is directly related to worker knowledge and skill level. Thus, 
the amount of collections can be expected to increase and the cost of collection decrease 
if training is provided. Traditional methods of training (Conference training at off site 
training locations) cost on the average of $1 ,314 per employee whereas the cost of 
multimedia training is only $212 per employee (approximately one-sixth the cost). 
Additionally, multimedia training is potentially more effective since it provides multiple 
training exposure opportunities, immediate and continual feedback on performance and 
rapid access to job related regulations, procedures, guidelines, forms. computer screens. 
etc. 

As an example. figures taken from the Richmond V AMC Business Office show that entry 
level accounts receivable clerks take on the average 15 minutes to process an ExplanatIOn 
of Benefit (EOB). whereas a worker on the job 3-6 months requires only 10 minutes per 
EOB . Also. accuracy in EOB processing increases during a receivables clerk's first 3 
months on the job by 5%. Multimedia training has the potential for accelerating this 
increase in accuracy and speed since it provides new staff from the outset with clear. 
staridardized instructions. multiple examples. and training exercises with immediate 
feedback for performing required tasks. The consequences of this improvement to both 
speed and accuracy could have substantial benefits to enhanced recoveries. 

Accounts receivables clerks are not currently given formal training due to the high cost of 
conference style training .. The cost of providing multimedia training to an accounts 
receivables clerk depends on the availability of a Muhimedia workstation. If avai lable, 
(estima~ed to be the case in less than ·20% of the current workers). the cost of providing 
such training is, as stated above. estimated to be S212. For cases where multimedia 
equipment is not available. the cost to purchase necessary equipment ($1.600) could most 
likely be justified through a cost benefit study. 

Action: Design and implement a PC based desktop information system for I) MCCR 
workers which defines jobs. presents procedures, provides training. allows performance 
measurement. tailors training to performance deficits, and provides information necessary 
to support job performance; and for 2) MCCR supervisors which provides a means for 
communication of work assignments. procedures and changes to policies to all workers. 
The supervisory system is to also be designed to assess the performance of workers 
individually and collectively on collection goals. 

The process of design and implementation will include the following steps: 
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I. Completion of the first generation system (exhibited at the January '96 MCCR 
National Conference) ; 

2. Establishment of an ongoing process for development of additional training modules 
(Veterans relations, contractual adjustment, and DHCP billing and AR packages 
represent the current modules); 

3. Completion of new modules in the areas of pre registration and appeals and denials; 
and 

4. Distribution of software to all MCCR stations. 

Approximately $300,000 was budgeted for multimedia training for FY 96. During FY 96 
and FY 97, data studies will be undertaken to pinpoint more precisely the return on 
investment of these training dollars. Multimedia training designed to supplement new 
revenue initiatives (NR-I to NR-7) can target skill development and standardized 
procedure implementation that will maximize recoveries. Investment in multimedia is 
tied closely to our ability to secure the recoveries projected in these earlier initlati ves. 

Summary: 

IE-5 Initiative Cost Pro' eeted Sa"'ings Recoveries 
MultimedIa Training $300.000 To Be Determined To Be Determined 

(suppons NR- t '0 NR-
7) 

Schedule: 

IE-4 Introduce Multimedia for Front Line Starr Projected Status 
Completion Date 

t Design Evaluation Model Jun 96: R: 7/96 In Pro£ress 
2 AIJ:?ba test at selected reenJ;!ineerinJ;! sites Sep 96 PlanneJ 
3 Beta test at selected additional sites Dec 96 Planned 
4 Complete Cost Benefit proposal Mar97 PlanneJ 
5 Obtain concurrence for national release of module Apr 97 Planned 

6 PreDare & Packa2e Materials and send to facil1ties Mav 97 Planned 
7 Track implementation and im~ct on recoveries Sep 97 Planned 
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IE-6: General CounseV VAMC Electronic Interface 

Purpose: To automate the current process of referring denied insurance payments to the 
Regional Counsel offices from V A medical centers. 

Situation: In order to maximize collections, it is necessary to pursue inSurance carriers 
who fail to reimburse V A for the nonservice connected care it provides to veterans 
covered bya valid insurance policy. The actual referral process from medical centers to 
Regional Counsel has been traditionally problematic for a variety of reasons. The process 
had been inconsistent between counsel offices and medical centers. The accounting 
practices of counsel offices and medical centers differed, making reconciliation of 
referred cases cumbersome, time consuming and nearly impossible. Understanding what 
had been acted upon and what was the current status of referrals was difficult. 

The reengineering project gave MCCR and participating Regional Counsel staff the 
opportunity to look at the current flow of information between medical centers and 
Regional Counsels and to map out a strategy to streamline the whole process. The 
streamlining process required that Regional Counsels begin utilizing computers more 
intensively in the referral process. Agreement was reached on the definllion of a referral 
and the manner in which referrals would be made, tracked and reported. Consensus was 
also reached regarding the dollar limitation for referrals to Regional Counsel so that 
medical centers and Regional Counsels can begin pursuing;ill potential cases of carriers 
refusing to reimburse VA. The Reengineering group identified several areas where 
enhanced software could make referral and tracking simpler. Beginning in FY 96 we will 
begin to track referrals, action and collection activities at the 10 pilot sites. Future 
enhancements to current software will automate the entire referral and collection process 
between medical centers and Regional Counsels. 

Summal)': 

IE-6 Initiative Cost Pro'ected Sayin s Recoveries 

Regional Counsel Referrals To Be Determined To Be Determln<!d To Be Determined 

Schedule: 

IE-6 General CounsellV AMC electronic Projected Status 
Interface Completion 

Date 
I Develop specifications Jan 96 Complete 
2 Pro~ram RC and DHCP systems Ma,96 Complete 
3 Alpha test May 96; R:6196; In Progress 

R;7196 

4 Beta test 1ul96 ~l Pro2ress 
5 Roll out to facilities Sep 96 
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IE-7: Establish a Pilot Program to Evaluate the Effectiveness of Transferring All 
First Party Obligations at the Moment the Obligation is Established 

Purpose: Introduce an immediate referral process into first party delinquent debt to 
determine if this new process will (I) improve service; (2) improve revenues; and (3) 
reduce costs. 

Situation: .The Office of the Assistant Secretary for Management has maintained that 
referral of debts at the time of creation will reduce administrative costs. improve 
collections and improve service to veterans. The Deputy Secretary. Veterans Benefit 
Administration and the IG also support the concept of immediate referral. VHA had 
introduced a highly automated copayment billing system at the facility level. Costs 
associated with copayment recovery are disproportionately distributed to personnel 
services costs related to pre-billing activities, such as the verification of treatment and the 
service connected nature of the care or medication provided, and post billing activities 
related to answering patient inquires regarding appropriateness of the billing for care 
provided. (See consolidated copayment initiative for process improvements to issuing of 
statement and processing payments). 

Action: This initiative will test the assumptions that service will be improved, revenues 
improved and costs reduced by transferring copayment obligations to the DMC 
immediately following establishment. Several facilities will be chosen to develop 
procedures that will be prograrruried and tested. Based on the outcome of these tests, 
recommendations will be made to either expand or terminate the pilot process. 

Timeline: A firm target date for testing will be developed after specifications are 
finalized. Specifications will require the establishment of a working group and pilot sites 
(members of the working group will be from the pilot sites). The target date for selecting 
the pilots is May 30, 1996. Specifications should be delivered three months following the 
selection of the pilots. Pilot sites should be volunteers. 

Resources: No new resources are currently programmed for this project; however, it is 
expected that resources will need to be shifted from Medical Centers to the DMC. In 
addition, new equipment may be needed to support this effort. Existing resources will be 
needed to develop specifications, modify software and implement the project. This 
resource commitment is still being developed and will not be fully known until after 
completion of the specifications. Resources that are identified as savings in the CCPC 
initiative IE-2 will be used in part to support the lock box activity and the additional FTE 
as yet undetermined by DMC. 

Summary: 

IE~7 Initiative Cost Pro' eeted Savin s Recoveries 
Pilot Referral [0 DMCs To B:: Determmed To Be Determined To Be Determined 



Schedule: 

IE·' 

I 
2 
3 
4 

5 

6 
7 
8 
9 
10 
II 
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Establish a Pilot Program to Evaluate the Projected Status 
Effectiveness of Transferring All First Party Completion 
Obligations at the moment the obligation is Date 
established 
Call for Pilot Sites Apr 96 Complete 
Idemify Darticipatin~ ilot sites May 96 Complete 
Develop Performance Measures Jun 96: R;7/96 In Progress 
Develop Primary Design Architecture Jun 96 Complete 
Approval of Design by VHA. VBA and Assistant Jul96; R: 8196 Approval 
Secretary for ManaJ!,emenl delayed 
De velop Desi n sDCci fication TBD 
De velop O[)eralm2 Procedures for Medical Centers TBD 
Alpha Test Referral TBD 
Bela Test Referral TBD 
Evaluate Pilot Performance TBD 
Scale Up TBD 
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Purpose: To enhance V AMCs MCCR processes and performance in a positive 
professional, and non-punitive manner through peer review and analysis. 

Situation: Process Consultation Teams (PCTs) were created as a means to enhance 
customer service and to suppon individual V AMC MCCR programs. In addition to 
strengthening these programs PCTs will provide VISN Directors, V AMC Directors, and 
MCCR Coordinators and staff a means of aoquiring expen advice relating to all aspects 
of identification, claim generation and recovery. Additionally, the PCT process will 
provide the MCCR Program Office with an opponunity to operationalize the concept of 
horizontal integration by bringing together individuals from various MCCR disciplines 
and suppon areas (e.g., Utilization Review nurses, MCCR Coordinators, front line billers 
and collectors, reengineering expens, software application expens) to address specific 
problems and challenges ~nd develop the most appropriate solutions. Finally, PCTs will 
provide the MCCR Program Office with a means to establish a knowledge base that will 
be integral to identifying ongoing educational and training needs for MCCR staff and 
developing appropriate programs and services to meet these needs. 

Standard program review criteria will be used by all PCTs thereby establishing a degree 
of uniformity in the consultation process ; howeyer, these criteria will also be designed to 
allow more in-depth, focused review in areas that may require such attention. From 
insurance identification and verification through account collection and reconciliation, 
PCT members will be trained to effectively integrate automated DHCP applications with 
MCCR processes to maximize results. 

Action: Guidance and instruction that will be proYided to medical center personnel at the 
time of the PCT visit will be used by National Field Coordinators and the MCCR 
Program Office to determine educational needs and develop appropriate and timely 
educational programs. Analysis and trending of information are to be done to determine 
the current "health" of the program on a local, regional and national basis. The 
information gathered will permit the program office to monitor trends and plan for future 
development and changes within the MCCR program. 

Summary: 

IE·S Initiative Cost Pro «ted SavinRs Recoveries 
Process Consultation Teams S67.000inFY 199:; To Be Determined To Be Determined 

S35.OOO train ing in FY 
1996 j 



Schedule: 

IE - 8 

6 
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Process Consultation Teams 

.. :-,. 

Establish standard program review criteria 

Identify and select MCCR staff members to 
anicipate in PCT process. 

Provide educational experience to PCT 
members. 
Establish national guidelines for PCT reviews. 
consullanl and reponin~ requirements . 
Develop and market strategy 10 offer PCf 
services to medical center, network. and VISN 
managers. 
Provide tlobal feedback re:lrending analysis . 
best practices and potential educational 
opportunities. 

Projected Completion 
Date 

Aug· 9S 

Aug-9S 

Sep-9S 

May-96; R: 12/96 

Jul-96; R: 12/96 

Sep-96: R: 3197 

Slatus 

Completed 

Completed 

Compleled 

In Process 

In Process 

In Process 
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IE·9: Evaluate Alternative Organizational and Delivery Strategies for MCCR 
[unctions 

Purpose: To evaluate alternative organizational structures and service delivery strategies 
in order to improve the integration of MCCR resources within and between networks and 
to improve the flexibility and efficiency of service delivery. 

SitUl1tion: . In its allempt to respond to changing health care needs. delivery. access . 
government mandates and the needs of the veteran population. YHA is changing the way 
that it delivers health care to its beneficiaries. YHA has reorganized itself from a 
uaditional centralized. hierarchical organization to a more decentralized. flexible and 
integrated organizational structure based on 22 Veterans Integrated Service Networks 
(VISNs). The new structure emphasizes an interdisciplinary approach to providing 
patient care and support to the field through increased integration of resources. innovation 
and accountability at the YISN level. 

Utilizing the National Health Care Cost Recovery Contract. the MCCR Program is 
working with a consultant to identify and analyze viable alternatives for more effective 
and efficient MCCR program organization that will enhance MCCR operations and 
service delivery at the YISN and V AMC level. 

Action: The MCCR Program Office and a health care consultant are currently exploring 
alternative organizational strategies for improving MCCR performance. These strategies 
ioclude: 

Maximizing cost effectiveness. models for consolidating or redistributing resources. 
increasing productivity. incorporating current technology and software into MCCR 
operations; 

Identifying opportunities for improved integration of MCCR resources. service 
delivery and program efficiencies; and 

• Identifying and analyzing alternative MCCR organizational structures that support the 
new YISN structure. 

It is too early in the review and assessment of organization options to determine the 
alternatives which will be pursued and the associated costs of these alternatives and their 
estimated beneflls. 

Sommary: 

{E.g Illitiative Pro ected Savin 5 Recoveries 
Alternative Organizations To Be Determined To Be Determined 



Schedule: 

IE·' 

1 

2 

3 

4 

5 

6 

7 
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EVllluate Alternative Organizational and Delivery Projected Completion Status 
5Irole2;0. ror MCCR Function. Date 

Identify current VHA structures and restraints and Oct-95 Completed 
contrasl them to our vision of successful 
or23nizations, 
Prepare a wk order based on Ihe Hulth Care Cost Oct-95 Completed 

, Recovery (HCCR) national contract. 

Award contracllO euminc organizational strategies. Oct-95 Completed 

Examine alternative organizational structures and May-96: R:9/96 pending 
service delivery strategies to improve integration of BirchIDavis 
MCCR resources . .tudy (final) 
Develop and market strategy to offer alternative 5ep-96: R: 12196 In Process 
organizational structures to medical cenler, network. 
and VISN man!!crs. 
Manilar implementation of alternative strUClures. Oct-96: RJ197 Planned 

Establish performance measures to quanl ify levels of Oct-96: R:3/97 In Process 
success 
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IE-I0; Standardize Income Criteria Definitions between Means Test and 
Medication Copayment Programs 

Purpose: To standardize veteran's income criteria definitions between means test and 
medication copayment programs. 

Situation: The means tesl copayment program was implemented wilh Ihe passage of PL 
99-272. The means test copaymenl program was established 10 allow velerans whose 
annual family income was above certain threshold levels to make copaymenlS for the care 
provided. The income determinalion includes veteran and spousal income and assets. 
Automated software facililates the calculation process. Veterans whose income falls 
above cenain threshold levels are assessed a copayment for the care received within the 
VA system and are considered to be 'discretionary' patients. 

PL 101-508 implemented. the medication copayment program. A $2.00 medication 
copaymenl is assessed for each 30-day or less supply of medicalion 10 all nonservice­
connected veterans and to service-connected veterans raled less Ihan 50'k when the 
medication is for a non service-connected condition. 

PL 102-568 provided the authorilY for the low income exempli on from Ihe medication 
copayment requiremenl. This allows a veleran whose annual income does nOI exceed Ihe 
maximum annual rale of pension wilh aid and anendance, which would be payable 10 

such veleran if such Veteran were eligible for pension, 10 be exempt from Ihe medication 
copayment. 

The MCCR Office proposed using the same income crileria used in Ihe means lesl 
determinalions for implementing Ihe low income exemplion. Automated software was 
already in place and functioning. General Counsel provided an opinion stating that V A 
can only consider the veteran's illcome (and not assets as in the means test detennination) 
in applying the criteria for the exemption. This created the need to maintain a dual set of 
income criteria for copayments as well as the developmenl of addilional software to 
automate the medication copayment exemption. Confusion among field staff as well as 
the veleran populalion was created by the implementation of these procedures. As a 
result of the conflicting definitions of income, a veteran may be exempt from the $2.00 
medication copayment due to low jncome but still be responsible to pay S41 for an 
outpatient copayment or $736 for an inpatient copayment (if incurred during FY 1996) as 
well as a $10 inpatient per diem copayment. 

Action: The MCCR Office will re-open the issue of dual income criteria for copayments. 
MCCR will attempllo gain Ihe suppon of MAS in documenling and pursuing resolulion 
of this issue. Legislation is nol required for a resolution of this issue as il involves 
inlernal VA interpretation of eligibility. 
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Summary: 

IE-I0 Initiative 
Standardize Income 
Definitions 

Schedule: 

Cost 
To Be Determined 

Pro'eeted Savin s Re-coveries 
To Be Determined To Be Determined 

IE-IO StaDdardize Income Criteria Definitions between Projected Completion 
Means Test and Medication Copayment Programs Date 

1 A series of mee~ings wii1 be arranged with General Counsel Jun-96; R7196. R:8/96 
staff and MAS staff to review existmg definitions and 
legislation 

2 Changes [Q definitions and legislatIon will be prepared Sep.96 
according to the decisions from the meetings 

3 Prepare legislation package and obtain concurrence. No\·96 

4 Submit legislation with A·II package Jan-97 

Status 

In Process 

planrJed 

planned 

planned 
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(3) R~imbunement Rates and Support (RR) Focus: The third cluster of initiatives 
anend to the restructure of reimbursement rales to more accurately reflect the costs 
related to the actual services provided. the needs of individual payers to facilitate payment 
processing and the support systems to assist in making these rates possible. 

RR-l: Implement Flexible, Multiple Facility Level Rate Models to Maximize 
Recoveries and Support Alternative Revenue Sources 

Purpose: Utilize new rate schedules that optimize third party recoveries; and provide 
rates functionality to facilitate new revenue streams from publi c and private health 
insurance programs such as Medicare. Medicaid. CHAMPUS and Sharing agreements. 

Siruarion: Itemized rates are more compatible with payer requirements. however VHA 
has been limited to per diems because of a lack of detailed cost and workload data from 
the cost distribution report and patient data bases. The resul t is that payments are 
sometimes delayed, reduced and not paid because VHA bills are not compatible with the 
billing rate conventions of payer automated cl aims systems. 

Implementation of new rates can now be planned because of scheduled systems capability 
and data availability inclUding the following : I) incorporation of a table·driven charge 
master in ffi/AR to accept large numbers of billing rates, 2) implementation of AICS for 
image scanning of outpatient encounter forms to support the VHA requirement to capture 
outpatient procedure and diagnosis data. 3) availability of drug costs linked to patients in 
the Pharmacy software, and 4) full implementation of DSS with detailed cost and 
workload data. Rate schedule development will emphasize cost recovery with billing 
formats that meet payer requirements while reflecting VHA cost and clinical practice 
consistent with OMB Directive A-25 on User Charges. MCCR Research with HSR&D 
will compare estimated collections with present and proposed billing rates to project 
financial impact. When sufficient data is available . statistically significant sampling 
studies will be conducted at representative facilities in the development and testing of 
new rate schedules and to fast·track new rate s into use. Recent studies and data reviews22 

project between a 15% and 25% increase in collections should a diagnosis related group 
(DRG) rate schedule be used for inpatient billing. Excluding Medicare Supplemental 
recoveries, inpatient recoveries in FY 1995 exceeded $256.4 million. A 15% to 25% 
improvement would net between a $38.5 and S64 .1 million gain in annual recoveries. 
Accordingly, DRG rate schedule development is underway. Rate schedule performance 
will be measured based on collections of the current year compared to the previous year 
adjusted for inpatient and outpatient case mi ' and budget changes. 

Acrion: The phased installation of new billing rates is planned SUbject to concurrence 
from MCCR, VA Budget, V A General Counsel, Department of Justice and the Office of 
Management and Budget. and on the availah ility of necessary systems improvements and 
data. The schedule is as follows : FY 1997· Inpatient DRG' s with a charge master in 

12 VA's MDRe study of MCCR rates and DOD experience .... Jth the introduct ion of DRGs. 
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IB 3.0, FY 1998 - Ambulatory procedure rates with AleS and procedure/diagnosis data, 
FY 1999 - national itemized rates using DSS data from selected sites, and EY.lQQQ­
Locally developed itemized rates using DSS data from all facilities. Implementation will 
be complete when a VHA policy directive is issued to develop rates locally based on the 
unique cost structure of each facility. This capability will also allow facilities to review 
patient costs as part of clinical streamlining opportunities, provide informed data on 
resource allocation, and allow accurate evaluation of business opportunities on a timely 
basis. 

Summary: 

RR·I Initiative Cost Pro ecled Savin .. Recoveries 
Rate Revisions T(\ Be Determined To Be Detennined $38.5 10 $64.1 million 

(15 'l . 25% of Non 
McdiBap Inpatient 
recoveries) 
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Schtdul<: 

RR-J Implement Flexible., M ulU plt: Facill ry Level Rate Models to 
Maxi mize Recoytria aDd support AlLrrnatJve Reyenue 
SourCti 

Contract throuSh MORe with an HSR&D resurchcr 10 conduct 
rales research 
Develop an advisory committee of V A field and hudquancrs 
personnel and . scientific panel or VA and univc~i l )' f'Csearchers 
10 deveIQP_stu~methodolm and ident ify VA needs 

Beiin aMual studies to identif), new rate schedu les thai optimize 
recoveries and meets billin2 reQuirements of new revenue sources 
Studies using PTF. OPC data and extracted MCCR claims and 
paymenu (rom each medical ccnler identified DRG's as 
SI nificantly incrcasing inpatient care collections 
Ca lculate a DRO rale schedule for inpatient care 
Submit a DRG rate sch~dule for concurrence by VA Budget. 
General Counsel. OMB and Dept. of Justice 

Publish the DRG rate schedule in the Federal Register for public 
comment prior 10 im lementi ng a final reil.,!'_ation 
Implement Ihe ORG rate schedule subjccllO avai lability of a 
multi Ie rate schedule cricer in JB/AR 
CondUCt a sampling study of outpatient procedure and faci lilY 
COsts subject to the availability of outpatient proced ure data from 
medical centers to determine collections impact and billin& 
func tional it needs 

10 If appropriate. calculate outpati ent procedure and faci lit y rate 
schedules 

I I Submit the outpati ent procedure and facil ity rale schedules for 
concurrence including publishing in the Federal Reg ister prior to 
implementat ion 

12 Jmplemenl .lhe outpatient procedure and facility rate schedu les 
subject to the availability of Ale S at the medical centers to collect 
billing data 

13 Conduct a study of DSS cost and work load at a limited nu mber of 
sites subject to availability o f accurate and complete data to 
develop itemiud rale schedules to detennine collections impact 

I" If appropria te. calculate itemized rale schedu les using DSS cost 
and work load da ta 

IS Submit the itemized rate schedules using DSS data for 
concurrence 

16 Implement itemi:.ed rate schedules usin DSS dala 

17 CondUCt a study 10 delr:nnine collections impact or itemized rale 
schedu les usina local facili ty unique COsl and worle: load data 
subject to (he (ull implementation of DSS al all VA fac ilities 

18 If appropriate. deyelop rate schedule policy and procedu res for 
facility use to ca lcu late loca l rate schedules 

19 Submit rate schedule policy and procedures (or concurrence 
including publishing in the Federal Register for public comment 
orior to oublishinll a fi nal re~ la tion 

20 Implement dec.entraliud rale schedu le policy and procedures 

Projected Status 
Completioa Date 

0<193 Ongoing 
Conuac! 

Jan 94 Meets semi · 
annuall y 

Jan 94 Ann ual Studies 

Oct 94 and Resu lts 
Dec 9~ Replicated 2 

years 
Jun 96. R7/96 In Proce ss 
Ju l 96: R: 11/96 BirchIDavis 

deli verable 
delaYe<1 9196 

0<196. R: 2197 Planned 

Mar 97. R: 10197 Plan ned 

Jun 97 Planned 

Sep 97 Planned 

OCl 97 Planned 

Mar98 Planned 

Mar98 Planned 

Jun 98 Planned 

Jun 98 Planned 

OCl 98 Planned 
Mar 99 Planned 

Jun 99 Planned 

Jun 99 Planned 

0<199 Planned 
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RR·2: Develop Flexible Pricer For Integrated Billing. 

Purpose: To improve the effcctiveness of the ill software to accommodate new rate 
structures for MCCR and to accommodate sharing initiatives under V AlDOD sharing. 

SitlUZtion: Current pricing of claims is tied directly to the VHA interagency rate structure . 
This rate structure is based on per diem charges. Over the past year new programs 
associated with CHAMPUS sharing as well as potential new revenue sources from 
Medicare are forcing us to look at different approaches to pricing heath care products 
delivered by our medical centers. New cost accounting effons such as Decision Suppon 
System (DSS) are also providing new opponunities to price VHA products on a basis of 
other than daily charges. 

The task is to build a series of tools for managing the billing of services using multiple 
rate structures. 

The first tool is for pricing services on a bill ing document. That document 
may be a UB·92, a HCFA 1500, or an electron ic transaction, but the basic data 
remains the same. 

• The second tool is a process for updating the pricing tables from an external 
source. That source can be expected to be a file containing listing of values in 
the appropriate sequence. 

• The third tool is a process for updating the pricing tables from a keyboard. 

The founh tool is a process for moving the priced data to the billing engine to 
be incorporated into the bill document, and to be forwarded to the accounts 
receivable software. 

Action: Specifications are being developed to modify the IB software . The current 
schedule is to have the software in test beginning summer of 1996 using the sharing sites 
as test sites. Software will then be moved to other sites in FY 1997 to accommodate 
approved rate changes. 

Resources: Costs represent approximately 2 FTE at the Albany IRMFO, approximately 1 
FTE in program office and field suppon over the next six months. Field testing of the 
software should be considered as resource neutral because the functions associated with 
billing for sharing services 

Return on Invesrmenr. Benefits from this project will come in the form of increased 
revenue to MCCR through rate adjustment initiatives which rely on modified pricing 
capability to implement. 
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Summary: 

Cost 
Flexible Pricer for Billin To Be Determined 

Schedule: 

361 

Pro tcted Ssyin 5 Recovrries 
To Be Determined To Be Determined 

RR·l Oe.elop. Flexible Pricer Cor Integrated Billing Projected Status 
Completion Date 

I DeveloD soecifications May 96; R: 7196 In or02<e" 
2 Program soh ware TBD; R:S/96 Software 

under 
development 

3 Alpha Test TBD; R: 9196 Test sites will 
be Tricare 

sites 
4 Beta Test TBD 
5 Implement Software TBD 
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RR-3: Develop a Reliable Forecasting Model for MCCR Recoveries 

Purpose: To develop a quantitative and qualitative forecasting model for medical care 
cost recoveries that will provide a basis on which forecasts of future performance can be 
made using a variety of indicators. 

Situation: Quantitative forecasting relies on the premise that the future can be predicted 
by identifying certain regularities in the past. This may be true in specific instances and 
for relatively short-term forecasting and is the model that MCCR currently uses to project 
MCCR recoveries. However, for long-term forecasting, qualitative forecasting must also 
be used that explicitly incorporates the subjective assessment of the internal and external 
environment and recognizes that decision makers have some influence on future 
developments. Recovery projections made by MCCR must be accepted by oversight 
bodies as the best and most credible figures available. MCCR wishes to reduce the 
amount of political influe/lce affecting agreement on recovery amounts in the Department 
budget requests. 

MCCR's national recovery projections rely on collection performance from previous 
years based on human resources, analyses of MCCR' s overall collection potential and 
inflationary effects on billing rates. The MCCR Goals distribution process to medical 
centers distributes the recovery level contained in the President's Budget for a particular 
year to individual facilities based on the facility's relative share of the national collection 
potential and the programs projected collections identified in the Pres,dent's Budget. The 
methodology used to distribute the third party and means test goal identifies individual 
facility's raw workload sources from the Patient Treatment Files (PTF) and Outpatient 
Treatment (OPT) files and adjusts for known indicators that affect the rate of recovery 
from insurance and first parties. The indicators include types of services (e.g., medical, 
surgical, outpatient); age of the veteran (e.g., over 65 years of age are affected by 
Medicare); eligibility category; and geographic factors applied to Metropolitan Statistical 
Areas (MSA) such as Health Maintenance Organization (HMO) penetration. and 
population not insured. The following chart projects the third party total workload 
potential compared to FY 1995 actual collections. The workload collection potential is 
based on a roll up of the FY 1994 national workload for third party, adjusted for the 
percentage of veterans who have insurance categorized by age and eligibility criteria 
using information from the Survey of Medical Systems Users (SMSU). 

, Collection Estimates 

$596,013,888 

FY 1995 Actual 
Collections 

$522,822,352 

Percent of Estimate 

87.71% 

Projections have been increasingly accurate, but have not incorporated other 
measurements such as effects of financial incentives, improvements to effiCiency 
resulting from technology advancement, effects of changes to the local health care 
community on the V A Med,cal Center recoveries; improvements in efficienc), due to 
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RR-3: Develop a Reliable Forecasting Model for MCCR Recoveries 

Purpose: To develop a quantitative and qualitative forecasting model for medical care 
cost recoveries that will provide a basis on which forecasts of future performance can be 
made using a variety of indicators. 

Situation: Quantitative forecasting relies on the premise that the future can be predicted 
by identifying certain regularities in the past. This may be true in specific instances and 
for relatively short-term forecasting and is the model that MCCR currently uses to project 
MCCR recoveries. However, for long. term forecasting, qualitative forecasting must also 
be used that explicitly incorporates the subjective assessment of the internal and external 
environment and recognizes that decision makers have some influence on future 
developments. Recovery projections made by MCCR must be accepted by oversight 
bodies as the best and most credible figures available. MCCR wishes to reduce the 
amount of political influe.nce affectin&agreement on recovery amounts in the Department 
budget requests. 

MCCR's national recovery projections rely on collection performance from previous 
years basedon human resources, analyses ofMCCR's overall collection potential and 
inflationary effects on billing rates. The MCCR Goals distribution process to medical 
centers distributes the recovery level contained in the President's Budget for a panicular 
year to individual facilities based on the facility's relative share of the national collection 
potential and the programs prOjected collections identified in the President ' S Budget. The 
methodology used to distribute the third party and means test goal identifies individual 
facility's raw workload sources from the Patient Treatment Files (PTF) and Outpatiem 
Treatment (OPT) files and adjusts for known indicators that affect the rate of recovery 
from insurance and first panies. The indicators include types of services (e.g., medical. 
surgical , outpatient); age of the veteran (e.g., over 65 years of age are affected by 
Medicare); eligibility category; and geographic factors applied to Metropolitan Statistical 
Areas (MSA) such as Health Maintenance Organization (HMO) penetration, and 
population not insured. The following chart projects the third party total workload 
potential compared to FY 1995 actual collections. The workload collection potemial is 
based on a roll up of the FY 1994 national workload for third party, adjusted for the 
percentage of veterans who have insurance categorized by age and eligibility criteria 
using information from the Survey of Medical Systems Users (SMSU). 

Collection Estimates FY 1995 Acrual Percent of Estimate 
Collections 

$596,013,888 $522,822,352 87.71 '70 

Projections have been increasingly accurate, but have not incorporated other 
measurements such as effects of financial incent ives, improvements to effic iency 
resulting from technology advancement, effects of changes to the local health care 
community on the V A Medical Center recoveries; improvements in effi ciency due to 
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changes in process, and due to employee training .. Also, effects of new billing markets 
(such as Medicare) should be considered. Finally, recovery levels are inextricably linked 
to the concepts of gain sharing now under discussion. Inaccurate recovery projections 
may negate any beneficial effects of gain sharing when put into practice. 

Action: As part of V AlPrivate Sector Information Management Training Program being 
done by the VA Management Sciences Group and the Association of University 
Programs in Health Administration (AUPHA), several MCCR Staff will collaborate on 
MCCR-related activities with mentors/advisors. A group project is underway to develop 
a better model for projecting MCCR recoveries. A series of analyses will be developed 
to consider both internal and external factors and to determine which factors have 
measurable effects on MCCR recoveries, and which will provide for more accurate 
projections. The goal is to develop a recovery projection methodology which considers 
the most influential of those factors and yields accurate, defensible projections. The 
timetable for completion .of the academic work is scheduled for August 1996, however, 
tlie need for improved projections is more urgent. The FY 98 Budget Submission must 
be completed for internal review in Mayor June 1996. With staffing changes in the 
MCCR Program Office, and for purposes of establishing a credible model, there may be a 
need for more dedicated consulting services than those provided in the academic project. 

Summary: 

RR-3 Initiative Cost Recoveries 
Recove Forecast Model To Be Determined To Be Determined 

Schedule: 

RR·3 n..elop. Reliable Forecasting Model for Projected Status 
MCCR Recoveries Completion Date 

I Draft Statement ofWorkfTask Order Mar 96 SOW dc', lop.ed 
2 Circulate for Comments in MCCR, Office of Apr 96 Comph:le 

Bud~.t and OMB 
3 Finalize WorkfTask Order Ma\' 96; R:6/96 MDRe response 
4 Decide whether to contract out or do in May 96 Complete 

House throulZh Committee Process 
5 Select Contractor or Committee Membc:rs Ma ,96 Compl.:=te 
6 Initial meeting to establish forecasting May 96; R;8/96 Complete 

approach and needed resources 
7 St.~e 1: Third Pam Recoveries 
7.1 Gather workload and statistical Information Jun 96; R:8/96 In Process 

from existing VA data bases 
7.2 Gather insurance industry information Jun 96; R:8/96 Plannt.:d 
7.4 Mid Review of Process. including update to Ju196; Planned 

Office of Bud •• t and OMB 
7.5 Review Draft Third Party Forecastin~ Model Ju196; R:IO/96 Planned 
7.6 Submit Draft Third Pany Model for Jul 96; R 12/96 Plannl"d 

comments 
7.7 Final Third Pany ForecastinJL Model Au, 96; R:1/97 Planned 

RR·3 n. .. lop. Reliable Forecasting Model for Projected Status 
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MCCR Recoveries 

Staff 2: Means Test IVM Recoveries 
Meet with rvM to discuss workload and 
historical information 
Re-survey field as to unpaid or unbilled 
referrals 
Review cl i)!ibil ity reform and polic y issues 
Mid Review of Process. including update to 
Office of Bud«t and OMB 
Review Draft JVM ForeclStinll Model 
Submit Draft JVM Model for comments 
FinallVM Forecast ing Model 
Review eligibility reform and Dolie\' issues 
Evaluate collection projections based on 
Gainshari'l,g 
Evaluate effects of Policy Decision on 
Recovery Potential 
Test Model based on FY 1996 Workload and 
statistical information 

Stage 3. Medication Copayment \'fodel 
Gather workload and statistical information 
from existing V A data bases 
Gather insurance industry informat ion 
Mid Review of Process, including update to 
Office of Budget and OMB 
Review Draft Medication Forecasll~ Model 
Submit Draft Medicati on Model for 
comments 
Final Medication Forecastln:::. Model 
Re view Forecaslin Q Model for Accuracy 
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Completion Date 

Jun 96 Complete 

Jun 96; R:7/96 98% complete 

Au~ 96 Planned 
Aug 96 Planned 

Sep 96 Planned 
Sep 96 Planned 
OCt 96 Planned 

OctINov 96 Planned 
Dee 96 Planned 

Jan 97 Planned 

Jan 97 Planned 

Mar 97 Planned (see 7.1 ) 

Mar 97 Planned 
Jun 97 Planned 

Jul97 Planned 
Jul97 Planned 

A~97 Pianned 
Jan 98 Planned 
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TIle driving forces behind the MCCR Program are its visionary leadership, anention to 
innovation and trained workforce. These forces can be clearly seen in MCCR's past 
fmancial usage and its results driven bonom line that has consistently strive for increased 
productivity and quality in the way MCCR does business. Recoveries per total FTE have 
risen from S218,()()() in FY 1991 to $257,633 in FY 1995 and are projected to reach 
approximately S350,OOO by FY 200 I. At the same, MCCR has been able to sustain 
operating costs at less than 20 percent of revenues. The financial data sheets demonstrate 
that MCCR focuses its resources in areas that have the potential to provide the greatest 
benefits - innovation and a trained workforce. Equipment resources have been expended 
in the initial years to suppon the DHCP core systems at medical centers, enabling them to 
process the enormous volume of financial data that was generated in accounts receivable. 
Equipment resources have also been expended on technology that has enabled VHA to 
currently pursue the capture of all ambulatory data. Travel for work group development 
of strong internal capabilities in systems development and design of new software and 
process has enabled MCCR to most efficiently automate its processes. The results of a 
trained work force are evident in the increases of collections per FTE as well as in the 
desire of medical center emplo)'ees to work for the MCCR program. 

MCCR's financial requirements 10 suppon its strategic initiatives are ever 
evolving, requiring a great deal of flexibility. MCCR' s pioneering effons include 
contracting out cenain processes, consolidating other processes, and retaining those 
functions that can most efficiently be accomplished in·house. All this requires a cenain 
degree of trial and error. The ability to reprogram resources between the major object 
classes (Personal Services, Equipment, Other Services and All Other) for the MCCR 
Appropriation would provide MCCR with needed flexibility. According to Vice 
President Gore, head of the Administration's National Performance Review, the current 
effons to reinvent government focus on allowing managers more flexibility, including the 
ability to shift funds from one account to another to meet program or worker needs. An 
internal reprogramming of funds, wtlh the approval of the Assistant Secretary for Finance 
and Information Resource Management, not to exceed Sl million per object class or a 
total of 54 million, would allow the MCCR program office the flexibility to meet the 
evolving needs of the program. 

A predicator of continued success is the measurement of current performance and 
requires a climate of trust that enables resource to be managed according to priorities. 
MCCR is still an evolving organization that has not reached its full potential. The 
following Financial Data provides a picture of past performance and future potential. 
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New Revenue Initiatives: 

NR-I Initiative 
HCFAMatch 

GSA Recovery Contract 
Clinic Registration 

369 

Summary of Initiatives 

Cost 
S 1.600 Statistical Match 
S I 0.000 name match 
S7.000 
S 12.96 million (or redirected 
savings from AICS) 

Cost 

S250.000 Training Program 

Cost 
Reprogramming 
To Be Determined 

Cost 
To Be Determined 

Cost 
S2 .0 to $2 .5 million 

Cost 
To Be Determined 

Cost 
COSt of Recovery Reimbursed by 
DOD Recoveries 

Improved Efficiency Initiatives: 

IE.I Initiative Cost 
Implement Automated Data 524 million year 2 
Capture S51.7 million seven year 

cumulative 

Proje<ted Rec:overv 
Confirm assumptions 
597.4 mill ion (if confinned) 
SI05.000 
SIOOmiliion 

Proj«ted R«o"en' 
S23.2 million thru ~'ear 2 
5502.1 million se'en year 
cumul.t ive (See KR·I) 

IE-l Initiative Cost Projected S.'in~s Rec:overies 
Consolidated Copayment 52.6 million ~2 million to be To Be Determined 
Processing Center reinvested (Redirw Savings) 

Cost R«oHries 
To Be Determined To Be Determined 
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IE-4 Initiative Cost 
Eicctronic Fund Deposit I To Be Delermined 

IE·5 Initiative CoS! 
Multimedia Training S300,OOO 

IE--6 Initiative Cost 
Regional Counsel Referrals To Be Detcnnined 

1£·' Initiative Cost 
Pilot Referral to DMCs To Be Determined 

1E·8 Initiative 
Process Consultation Teams 

I£..9 Inltiative 
Alternative Organizations 

IE·IO Initiative 
Standardize Income 
Defin itions 

CoS! 
S67 ,OOO in FY 1995 
S35.000 training in FY 
1996 

COSI 
To Be Determined 
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Pro'ecled Savin25 
Reduction of "float" 
Reduction of manual 
check P!OCeSSin2 

Pro' cettd Savini' 
To Be Determined 

Pro ' tded Savio s 
To Be Delennined 

Pro ' feled Savin S 

To Be Determined 

Pro'eeted Savin2s 
To Be Determined 

Pro' ceted Salin 5 
To Be Detennined 

Pro'eeted Sa\'in s 

To Be Determined 

Reimbursement Rates and Support Initiatives: 

RR·l Initiative Cost Pro ect.ed SavinRs 
Rate Revisions To Be Determined To Be Determined 

Cost Pro'eeted Savin s 
Flex ible Pricer (or Billin To Be Determined To Be Delennined 

RR·3 Initiative Cost Pro' ected Savin s 

Recove Forecast Model To Be Determined To Be De termined 

Recoveries 
To Be Determined 

Recoveries 
To Be Dctennined 
(supports NR·tlo NR · 
7) 

Recoveries 
To Be Determined 

Recoveries 
To Be Determined 

Recoveries 
To Be Determmed 

Recoveries 
To Be Detennined 

Recoveries 
To Be DetermIned 

Recoveries 
S38.5· S64 .t.million 
(15<;<,25% of Non 
Medigap Inpatient 
recoveries) 

Reco\'eries 
To Be Determined 

Recoveries 
To Be Determined 

I 



371 

Section 5. Contracts and Reports 

A. Contracts 

The following contracts were let in Fiscal Year 1995 bYlhe MCCR Program Office: 

TECHNICAL CONTRACTS 

Lockheed Inlegrated Solutions Site Prep Proposal $352.270 

The following Medical Centers were included in this proposal for Site Preparation for the 
Pandas Mark Sense Scanning. Danville. Fresno. Northport, Oklahoma City. San 
Antonio, Milwaukee, Asheville, Manhattan. Denver, Seaule, Buffalo, North Chicago, 
Boise, BrocktonlWest Roxbury , White Ri ver Junction. Reno. Baltimore, HUnlington , 
Murfreesboro, Prescot!. 

Lockheed Integrated Solutions Co. $ 45,333 

The purchase of Pandas Software Support for Mark Sense Scanning. 

Lockheed Integrated Solutions Co. $ 250 

Patch Cabling for the Pandas Software Support . 

KW Tunnell Company, Inc. $ 31.223 

The creation of the Multimedia teleconference CD-ROMS for the National Conference 

MITRE CORPORATION $ 99,925 

Task orders to do an analysis of the AICS architecture on print management and a review 
of the options on Electronic Interchange of Data. 

MANAGERIAL CONTRACTS 

HMS $ 41 ,QOO 

Contractual agreement for data match of selected Medical Cenler Records in the Chicago 
area against third party insurance companies 

Birch & Davis Associates. Inc. $ 91 ,342 

This is the Cost to Collect Contract of First Party Debts, Third Party Debts. Ineligible 
Hospitalization, and Humanitarian. This contract also compared MCCR to the private 
sector hospitals and analysis of contracting different aspects of the MCCR program. 
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Birch & Davis Associates, Inc. 
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$ 63,794 

Contract that examines the organizational options that will enhance the efficiency and 
effectiveness of the MCCR process, capitalize on the use of current technology and 
provide quantifiable data regarding alternative organizational and functional 
configurations. 

Birch & Davis Associates, Inc. $ 50,000 

Cnntract for Birch & Davis Associates, Inc. to conduct a Cost Benefit Analysis of the 
Pandas Mark Sense Scanning Project. 

EDUCATIONAL CONTRACTS 

American Management Association $ 23,805 

This was a training course in Project Management for the MCCR Program Office. 
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Question 4a: Please provide the methodology by which you projected a more than 
doubling of annual "sharing" revenues by 2001. 

Answer: The basis for the significant increase in annual "sharing" revenues is found in 
Public Law 104-262, the Veterans Healthcare Eligibility Reform act of 1996, which 
became law on October 9,1996. This law greatly expands VA's ability to obtain, or 
share, healthcare resources with, or from, the private sector and other Government 
entities. This increase in non-appropriated revenues, along with proposed MCCR and 
Medicare receipts, will assist the V A in meeting its future requirements and goals at a 
straight lined appropriation level. Even in 1996 under the prior sharing legislation, 
some Networks had obtained between 4 percent and 5 percent of their total revenue 
from non-appropriated sources (sharing, other reimbursements, and MCCR 
collections). The leading Network had achieved almost 1.8 percent from sharing and 
other reimbursements. While we have set "stretch" goals, if other Networks make 
efforts to emulate the most successful ones, and with the greatly expanded authority 
contained in Public Law 104-262, our goals for sharing revenue can be reached by 2002. 

Question 4b: In that connection, please provide brief "case analyses" prepared by the 
directors of any five major VA medical facilities which have contributed significantly to 
the existing VA-community sharing record (or prepared by VISN directors); such case 
studies should specifically illustrate by example how such sharing-revenue growth 
(which is based on excess capacity) can be achieved at the same time as the Department 
proposes to achieve greater efficiencies through a 20 percent increase in veteran 
workload and through anticipated restructuring/streamlining activities. If the 
increased sharing goal and the expansion of workload goals are not inherently 
inconsistent, directors providing such case studies should illustrate or explain, with as 
much specificity as possible, the manner in which expanded sharing, increased 
workload, and streamlining would be achieved at their respective medical centers or in 
concert with other VA medical centers in their networks. 

Answer: Network examples included below are preliminary and do not reflect final 
decisions of the Department. The proposed plans are subject to final legal review and 
determination regarding new contracting authorities recently provided by PL 104-262. 
They illustrate that the Networks are ready, willing, and able to expand sharing and 
other reimbursable activities. 

VISN3 

Answer: In VISN 3, the goal of doubling annual sharing revenue can he achieved with 
the establishment and implementation of network-wide sharing initiatives with other 
facilities and entities in the health care community. The Network's strategy. for revenue 
generation through medical sharing is to enhance and to develop both V A/DoD and 
private sector sharing opportunities. 

VA/DoD Sharing: The VAMe's within the VISN currently have 14 VA/DoD sharing 
agreements with regional DoD facilities. The estimated revenue generated from these 
contracts should exceed $400,000. Six of the 7 VAMCs within the Network have DoD 
sharing agreements with the 2 Military Treatment Facilities in the VISN (West Point and 
Fort Monmouth), as well as with Reserve Units, the Air National Guard, the Army 
National Guard, and the Coast Guard. 

The short-term goal is the consolidation of those individual V AMC/DoD sharing 
agreements into Network-wide initiatives. There are approximately 16,000 active duty 
armed forces personnel stationed in the geographic area and approximately 5,000 
reservists. Only a fraction of these active duty personnel and reservists receive care 
under the terms of V A/DoD sharing agreements. The following VISN initiatives are 
being developed to consolidate, enhance. and broaden the range of VA/DoD sharing 
arrangements: 
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1) The development of a VISN-wide sharing agreement with Fort Monmouth, 
NJ, to consolidate 2 active and 1 proposed V A/DoD sharing agreements. 

2) The development of a VISN-wide sharing agreement with West Point (Le. 
Keller Army Hospital to consolidate 2 active and 1 inactive VA/DoD sharing 
agreement. 

3) The development of a State-wide intra-Network VA/DoD sharing agreement 
between V1SNs 2 and 3 and the Army National Guard. 

The development of Network-wide VA/DoD sharing contracts will enable the VISN to 
achieve uniformity in prices charged, clinical services provided, contract 
administration, billing, and will allow us to expand the services that we are now 
providing to dispersed 000 commands and units in a systematized fashion. 

The long-term goal for the VISN for V A/DoD sharing is the effective provision of 
services as a TR!CARE/CHAMPUS provider. TR!CARE will be implemented in VISN 
3 by December 1, 1997. There are approximately 41,000 CHAMPUS beneficiaries living 
in the geographic area of VISN 3. By fostering "partnering" relationships between the 
Network and the Managed Care Support Contractor and its sub-contractors, and by 
achieving the short term goals of consolidating and systematizing active-duty sharing 
arrangements, it is the aim of VISN 3 to be a major provider of care for 000 
beneficiaries 

Private Sector Sharing: While all V AMCs within VISN 3 have initiated sharing 
programs, the Brooklyn V AMC has progressed the furthest in the development of 
private sector sharing agreements. Revenue generated by Brooklyn V AMC's private 
sector sharing agreements should exceed $500,000 in FY 1997. (In addition, Brooklyn's 4 
V A/DoD sharing agreements should generate over $100,000 in revenue). 

Brooklyn has executed sharing agreements with its affiliated Medical School, practice 
groups, and other health care facilities providing laboratory, radiology, and audiology 
services. 

The expansion of the sharing authority in October 1996 has enabled the VAMC to 
explore sharing opportunities with other area hospitals and health care organizations. 
The V AMC has excess capacity in many clinical services including MR!, diagnostic 
radiology, mammography, dialysis, lab and pathology services. And like all V AMCs in 
VISN 3, Brooklyn has excess specialized medical space to share, and is aggressively 
pursuing sharing opportunities. For instance, negotiations are currently underway 
with a local hospital in which the V A will provide space and relevant anCillary services 
for surgical outpatient procedures. 

The active and proposed sharing initiatives with the private sector that have been 
developed at the Brooklyn V AMC serve as models for the other V AMCs in the VISN. 
In addition, the integration of health care delivery systems across the Network and the 
implementation of service lines will enable the VISN to develop strategic sharing 
initiatives with other similar private sector r.etworks and alliances. 

VISN8 

Answer: Sharing revenues can be enhanced greatly by the new contracting authority 
recently provided through P.L. 104-262. This law is designed to simplify the process of 
entering into sharing agreements and was enacted to allow the sharing of health care 
resources to include health related administrative and support services. Also VA 
facilities can enter contracts as either buyers or sellers of services with any health care 
provider, including health insurers, health care plans, groups of phYSicians and 
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individuals. Procedures for entering into agreements has also been liberalized; 
competitive bidding in the traditional sense is not required in many instances, e.g. with 
affiliates. 

Even with the 20 percent projected increase in veteran workload, places like the Tampa 
V AMC will be able to continue sharing with community and 000 partners. Tampa was 
able to generate $1.5 million worth of sharing services in FY 1996. Most of the 
opportunity for sharing came from 000 where Tampa was able to care for active duty 
service personnel needing specialized care found there. The Tampa VA has a 
Traumatic Brain Injury center that is able to accept these active duty personnel and 
subsequently bill 000 at the interagency billing rate. 

Other opportunities exist in our VISN for revenue production as follows: 

• Increasing CHAMPUS beneficiaries seen using TRICARE contracts where locations 
of care are the VA Facility (Hospital or outpatient clinic). Humana Military 
HealthCare Services signed a contract with our Network earlier this year. It is 
unknown, today, how much revenue we will be able to generate through this 
process but there are approximately 200,000 CHAMPUS beneficiaries in Florida. 
(Possible $5.0 million in revenue at 15 percent of market penetration) 

• Caring for many more eligible veterans in less costly, available community based 
settings for care with dollars generated from sharing revenue production. (More 
veterans seen with same dollars) 

• Reduction in inpatient utilization will allow for a shift of staff, freeing valuable space 
that can be "rented" to other HealthCare organizations and also give additional 
support for more ambulatory care settings. (Vacant wards can be sold to private 
HealthCare organizations under expanded use leaSing arrangements) 
Advanced technology equipment (MRI's, Cat Scans, Lithotripsy's, etc.) can be 
utilized much more than they presently are. Sharing with physician groups, as well 
as other providers can take place during times when the VA patient would not be 
scheduled for testing. 

• Medical Education capability is readily available, private sector HealthCare 
professionals are seeking the ability to buy our expertise. 

• Laundry and incineration services are becoming a more likely candidate for selling 
this excess capacity to others. 

• Medical specialists in a variety of setting (Nuclear Medicine; Mental Health, Surgical 
Services, etc.) will be able to expand their specialization to private sector needs 
through sharing arrangements. 

• There has been interest expressed by both state and federal prisons to enter into 
agreements for care of veterans that are incarcerated. 

VISN9 

Answer: Efforts made towards increasing revenue streams while at the same time 
achieving a 20 percent increase in veteran workload will center around three areas: first 
the movement towards managed care and accompanying efficiencies, second 
implementation of a broad network of community-based primary care and mental 
health care access points. The final area has to do with utilization of areas, particularly 
inpatient capacity, where there may be economies developed by proViding care to a 
mixed larger group, i.e., CHAMPV A, Tricare and veteran patients. 

A basic assumption is that VISN 9 will be allowed to contract for community-based 
primary care service and that we will be successful in negotiating rates which reduce 
our current annual outpatient cost per veteran by up to 30 percent. We have been able 
to negotiate, in lightly competitive areas, three community based contract rates that will 
result in 20 to 30 percent decrease. 

Specific actions being pursued: 
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CHAMPV A - Currently there are active CHAMPV A programs in five of the seven 
VISN 9 medical centers. One of the active programs is less than a year old. Historically, 
efforts have been made to capture CHAMPV A eligible only in those areas where there 
was close proximity to a V A Medical Center. Additionally, the services offered have 
centered in the areas of outpatient and pharmacy. With the growth of women's 
programs in VA Medical Centers as well as anticipated Tricare work, there will be 
better economies for delivery of inpatient services to women who make up the 
preponderance of CHAMPV A eligibles. Additionally, with the development of access 
points we anticipate being able to market to and access larger numbers by a factor of 
two over the next three to five years. Currently, we have identified five additional sites 
in Tennessee where we will market CHAMPVA services. In FY 1996 the average 
CHAMPV A revenue per hospital with an active CHAMPV A program was $92,900; we 
are assuming that the average will increase to $185,700 by FY 2001. 

FY96 FY 97 FY 98 FY99 FY2000 FY2001 
TOTAL PRO) PRO) PRO) PRO) PRO) 

CHAMPVA CHAMPVA CHAMPVA CHAMPVA CHAMPVA CHAMPVA 
INCOME INCOME INCOME INCOME INCOME INCOME 

HUNTINGTON 0 0 0 0 
LEXINGTON 
LOUISVILLE $288,403 $346.084 $374,924 $461,445 $519,125 $576,806 
MEMPHIS 89.848 107.818 116,802 143,757 161,726 179.696 
MTN.HOME 4,261 5.113 5.539 6,818 7,670 8,522 
MURFREESBORO 28,042 33,650 36,455 44.867 50,476 56,084 
NASHVILLE 53,741 64,489 69,863 85,986 96,734 107,482 
VISN #9 $464,295 $557,154 $603,583 $742,873 $835,731 $928,590 

Non-Federal Income - Recent changes which provide greater freedom in sharing 
resources with private sector healthcare enterprises as well as more aggressive pursuit 
of maximizing our utilization of diagnostic capabilities are the primary mechanism by 
which we believe that we can either generate increase revenue and/ or savings. VISN 9 
has had success in providing high tech services, such as photopheresis, magnetic 
resonance imaging, etc., to affiliate and community health care providers. The potential 
has been limited by past restrictions on contracting with private sector healthcare 
providers and groups. VISN 9 collected over $800,000 in non-federal revenue in FY 
1996 from three of its seven medical centers. There is substantial opportunity for two 
more medical centers, Memphis and Louisville, to generate income from the sale of 
capacity in areas of lithotripsy, MR!, clinical laboratory and diagnostic cardiology. 
Additionally, there are opportunities for Murfreesboro to achieve significant savings by 
leasing excess building space for long term psychiatry ($350,000) and exchanges of 
services ($300,000) with the city of Murfreesboro. The Quillen Medical Center in 
Johnson City, Tennessee, has developed an enhanced sharing proposal for a new energy 
plant ($3,000,000) as well for leasing excess buildings and space. Similar cost avoidance 
programs, while not directly bringing in revenue, will support the 20 percent increase 
in veteran care. 

New initiatives such as the environmental disease program at Louisville, diabetes 
research grant at Nashville and the VISN 9 educational partnership with the Kentucky 
and Tennessee Departments of Health are all non-federal revenue generators. 
Additional services being considered as revenue generators include the sale of excess 
clinical dietetics, industrial hygiene and safety services to local communities, school 
districts and small community hospitals. 
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FY96 FY97 FY98 FY99 FY2000 FY2001 
TOTAL PRO) PROj PROj PROj PRO) 

NON-FED NON-FED NON-FED NON-FED NON-FED NON-FED 
[NCOME INCOME INCOME INCOME INCOME INCOME 

HUNTINGTON $32,606 $39,127 $42,388 $52,170 $58,691 $65,212 
LEXINGTON 101,670 122,004 132,171 162,672 183,006 203,340 
LOUISVILLE ° ° ° ° ° MEMPHIS ° ° ° MTN.HOME ° MURFREESBORO ° NASHVILLE 679,054 814,865 882,770 1,086,486 1,222,297 1,358,108 
VISN~9 $813,330 $975,996 51,057,329 $1,301,328 $1,463,994 $1,626,660 

VA-DoD - The one area which may be most speculative in terms of ability to generate 
additional revenue is VA-DoD. The inception of Tricare has resulted in a great deal of 
fluctuation in revenue streams in VISN 9. Additionally, there are some Medical Centers 
in VISN 9 which, because of their rural nature, do not have potential for attracting DoD 
workload. The little that they may have will disappear if DoD includes those active 
duty staff who live outside the 40-mile catchment area in Tricare arrangements. 
Estimates of Tricare eligible for VISN 9 range between 170,000 and 200,000. SpecifiC 
actions planned include VISN 9 medical centers having direct on base presence in three 
areas - Millington Naval facility through Memphis V AMC, Fort Campbell base through 
Nashville V AMC, and Fort Knox through Louisville V AMC. The intent is to provide 
onsite primary acute medical and mental health care and referral inpatient services in 
medicine, surgery and psychiatry. Access to special emphasis programs would not be a 
provided service. A subset strategy which has been pursued is meeting with retired 
military organizations in Tennessee and Kentucky to identify their support for 
utilization of community-based primary care services. 

TOTAL PRO) PROj PRO) PROj PROj 
VA/DOD VA/DOD VA/DOD VA/ DOD VA/DOD VA/DOD 
INCOME [NCOME INCOME INCOME INCOME INCOME 

HUNTINGTON $2,020 $2.424 $2,626 $3,232 $3,636 $4,040 

LEXINGTON 53,163 63,796 69,112 85,061 95,693 106,326 
LOUISVILLE iI5,072 258,086 279,594 344,115 387,130 430.144 
MEMPHIS 1,265,767 1.518,920 1,645,497 2,025,227 2,278,381 2,531.534 
MTN.HOME 16,000 19,200 20,800 25,600 28,800 32,000 
MURFREESBORO ° ° ° ° NASHVILLE 32,264 38,717 41,943 51.622 58,075 64,528 

VISN #9 $1,584,286 $1,901.l43 $2,059,572 $2,534,857 $2,851,715 $3,168,572 

Estimates of increasing V A/DoD income are based on the assumption that the Tricare 
program remains as established, that Tricare contractors not only stay solvent, and that 
they are encouraged to consider using VA as a provider. Initial discussions with 
Tricare contractors indicate that VISN 9 may pick up 10 to 14 percent of Tricare in 
geographically dense areas in Tennessee and Kentucky. Initial projections are based on 
two factors: first assuming a 14 percent market share with an estimated revenue, as 
noted below, of approXimately $1.4 million and secondly picking up an additional 5 
percent of the market. The additional market share and income estimated at $480,000 is 
not expected to be achieved until at the earliest FY 2001. 

A review of the literature on integrated system, and in particular HMO environments 
reports hospital admissions per 1000 were 69 for non-Medicare recipients, and 238 for 
Medicare recipients. Average lengths of stay were four days for non-Medicare and six 
and one-half days for Medicare. Additionally, there were four physician encounters for 
non-Medicare and eight for Medicare. 

Following are some of the assumptions on which projections of future 000 income are 
based: 
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Assumption that the estimated 170,000 VISN 9 Tricare eligible figure is correct and 
stable. 

• Assumption of a 14 percent utilization rate for VA-VISN 9; 23,800 participants. 

• Assumption 70 percent (16,660) will be non-Medicare and 30 percent (7,140) will be 
Medicare eligible. 

Assumption of inpatient utilization at 69 admissions per thousdIld and a 16 
thousand share equates to 1,104 non-Medicare admissions and with 238 admissions 
per thousand and a 7 thousand share equates to 1,666 Medicare admissions, for a 
total of 2,770 inpatient admissions in VISN 9. 

• Assumption of an average length of stay four days for non-Medicare equals 4,416 
bed days of care and 6.5 days for Medicare inpatients equates to 10,829 bed days of 
care for Medicare eligible group. 

Total of 15,245 bed days of care would be used annually with an average negotiated 
charge of $825.00. An 8 percent ($66) margin over cost equates to $1,006,170. The 
margin cost is based on negotiated inpatient per diem charges plus 85 percent of 
associated professional inpatient charge. Additional income will be generated on an 
estimated 142,800 visits based on national HMO average of six outpatient encounters 
for 23,800 enrolled patients. At 78 percent of CMAC rate, we estimate generating three 
dollars per visit above cost which will generate an additional $428,400 per year. 

VISN 18 

Answer: The Tucson V A Medical Center foresees opportunities to enhance revenue 
through expansion of sharing programs in a broad variety of methods. Actions have 
been implemented such as streamlining of administrative activities and redeployments 
of staff to concentrate on the negotiation and administration of sharing agreements 
without additional FfE. The streamlined process allows for focused efforts in matching 
excess capacity with needs of local government and private sector entities. There is 
almost always excess capacity in any form of specialized tertiary care. As a specific 
example, an MRI unlt, even if utilized non-stop during normal business hours, can 
always operate a few additional hours if the staff and supply resources are made 
available. Sharing revenue ideally funds necessary resources to support the additional 
operational reqUirements and, in turn, increases the choices of appointment times for 
our veterans. 

A Sharing Team is being developed within VISN 18 with participation from each 
member facility. The team is facilitated by an administrative manager who has 
assumed this role as part of the Network's matrix contracting organization. This team 
will capitalize on the strong historical success of the sharing activities of the member 
facilities. VISN 18 has two joint venture facilities with the Department of Defense 
(Albuquerque, NM, and EI Paso, TX). Additionally, two of its facilities have sharing 
agreements with the State of Arizona. Another facility has a very comprehensive 
sharing agreement with the Indian Health Service. These sharing agreements provide 
the necessary capital to leverage untapped excess clinical capacity. The Sharing Team 
will concentrate on expanding these successes to each of the seven VISN 18 facilities. 
The use of these methodologies to upgrade revenue opportunities, while at the same 
time improving services for our customers, will appropriately position the Department 
of Veterans Affairs to upgrade services through reallocation of enhanced revenue 
levels. Reiteration of this methodology on a nation-wide basis will serve both the 
Department and its customers effectively and well for the future. 
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Development and implementation of expanded sharing opportunities, effective 
delivery of services to meet the needs generated by increased workload levels, and 
streamlining of services are not mutually exclusive. To the contrary, they go hand-in­
hand. Competent management, reduction of duplicative activities, energetic and 
compassionate delivery of services, and generation of improved methodologies for 
addressing the needs of our customers will create an environment which can achieve 
the goals of our three-part vision for the future. By way of example, the Tucson VA 
Medical Center is currently in the process of opening community based outpatient 
clinics in both Sierra Vista and Yuma, Arizona. Veterans in these areas presently travel 
between 150 and 500 miles round-trip to receive basic care. Through establishment of a 
mutually beneficial sharing agreement with the Department of the Army, the Tucson 
V A Medical Center will provide basic primary care at the Army facilities at Ft. 
Huachuca Army Hospital and the Yuma Proving Grounds Clinic. These agreements 
will provide U.S. Army personnel with specialized services previously obtained more 
expensively from the private sector. This income to the V A Medical Center will not 
only fund the costs associated with providing care at these clinics, but will also enhance 
sharing income overall. Furthermore, with the reduced workload volume at the Tucson 
campus, further capacity will exist to help offset the anticipated 20 percent overall 
workload increase. Thus, the increased sharing workload not only pays for itself but 
enhances and expands services available to our veterans. 

The Tucson V A Medical Center has a unique agreement with the State of Arizona to 
provide outpatient blind rehabilitation services to state beneficiaries. Income from this 
agreement will help provide necessary resources to the Blind Rehabilitation program 
that, in tum, will assist in increasing the responsiveness of the inpatient program which 
serves our blinded veterans from the entire Southwest 

The Tucson VA Medical Center, as representative of many V A facilities, has a variety of 
subspecialty services in the areas of surgery and internal medicine. Many of these 
specialties involve technical equipment and specialized staff. Specialty areas which 
illustrate this sharing potential are esophageal motility studies and pulmonary 
spirometry studies. Both of these studies can reasonably be anticipated to Significantly 
increase with the expanded sharing authority provided by Public Law 104-262. This 
potential clearly illustrates that expanding utilization of both the equipment and the 
specialty staff more than fully amortizes the fixed costs required to keep such services 
available. The expanded sharing authority will generate the mechanism to offer these 
services to a broad assortment of providers in the Tucson area, many of whom have 
approached the V A in search of an agreement 

The Tucson V A Medical Center also illustrates that successful sharing revenue and 
increasing service to veteran patients are, in fact mutually beneficial. Tucson has 
averaged an annual sharing income exceeding $1 million over the past couple of years. 
For FY 1997 we are projecting $1.2 million in sharing revenue. During the period of FY 
1995 through FY 1997, unique patient workload has increased approximately 10 percent 
per fiscal year while the facility has reduced staffing/FI'E. 

VISN 20 

Answer: Over the last several years the Spokane VA Medical Center has been moving 
toward the industry standard of increased outpatient care whenever it is medically 
indicated. As a result, the number of inpatient beds required has decreased. This is due 
to fewer admissions and shorter admissions allowing more patients to be 
admitted/ discharged with fewer beds. The best examples to demonstrate this change 
are in the mental health programs. The specific, illustrative data follow: 
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Acute Mental Health FY FY FY FY 1997 
Beds 1994 1995 1996 thru 1/97 
Beds 46 45 45 45 
Avg. Daily Census 37 33 27 23 
Avg. Length of Stay 15.3 13.0 9.9 8.9 
Discharges 861 896 1,012 294 (4 mo. only) 

Chemical Addiction FY FY FY FY 1997 
and Rehabilitation Beds 1994 1995 1996 thru 1/97 
Beds 28 30 30 30 
Avg. Daily Census 25 25 25 18 
Avg. Length of Stay 25.6 26.9 23.9 15.2 
Discharges 374 362 397 171 (4 mo. only) 

At the Spokane V A Medical Center there is potential for selling Chemical Addiction 
services to Fairchild AFB. If this Chemical Addiction program is approved, veterans 
will, at all times, receive priority for treatment. No delay or denial of care may be 
attributable to the establishment of this new program. It will be beneficial to veterans 
as it will provide funding for new services at the Spokane VAMC. We plan to treat 
approximately three DoD patients per month at an average cost of $3000 per patient. 

Question Sa: Please provide the methodology by which you projected Medicare 
revenues of $203, $328, and $557 million in FY 2000, 2001 and 2002, respectively? 

Answer: We estimate that approximately one-fifth of the workload increase by 2002 
will be Medicare-eligible veterans. The chart below provides the number of higher 
income Medicare-eligible veterans projected and the estimated reimbursements (gross 
Medicare receipts). These estimates assume our currently projected overall cost of care 
per unique veteran. Since there are about 3.1 million Category C Medicare-eligible 
veterans 65 years old or older, our goal of adding approximately 106,000 by 2002 is not 
unreasonable. 

Medicare eligible veterans (in thousands) 
Estimated reimbursements ($ in millions) 

1999 
1 

$5.6 

2000 
37 

$202.8 

2001 
61 

$328.5 

2002 
106 

$556.8 

Question 5b: Do such revenues represent gross Medicare receipts or net revenues above 
costs? 

Answer: The Medicare reimbursements are estimates of gross Medicare receipts. 

Question 5c: What are the total projected costs to V A for each such fiscal year of 
providing care to those Medicare-eligible veterans for which the Department projects 
revenues in fiscal years 2000 through 2002? 

Answer: The budget request includes the following estimates of gross receipts from 
providing healthcare to Medicare-eligible veterans in FY 1999-2002. We assumed, for 
this purpose, that our receipts would equal our cost of providing care to these veterans. 

Projected Cost (in Millions) 
1999 
$5.6 

2000 
$202.8 

2001 
$328.5 

2002 
$556.8 
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Question 5d: For how many unique patients do you estimate you will provide care for 
which you will receive Medicare reimbursement in those three fiscal years? Are these 
all category C veterans? 

Answer: The number of unique patients for which we expect to receive Medicare 
reimbursement is estimated to be 36,980, 61,263, and 105,523 for FY 2000, 
FY 2001, and FY 2002 respectively. These patients will be category C veterans. 

Question 5e: How many episodes of Medicare-reimbursed care do you project 
providing; what would be the projected mix, as between hospital care, ambulatory care, 
etc.? 

Answer: Undetermined at this time. 

Question 6: With respect to that facet of the General Operating Expense account of the 
FY 1998 budget which provides the Veterans Benefits Administration $68 million with 
which to obtain compensation & pension examinations from any source, please explain 
the basis for the assumption that for the period FY 1998 through FY 2002 VHA would 
be the sole provider of these services? What concrete experience in terms of successful 
VHA performance of C&P exams and failure on the part of community providers make 
this assumption credible? 

Answer: VHA would be the sole provider in FY 1998. After FY 1998, VBA mayor may 
not choose VHA as the service provider. The baseline assumes the reimbursement to 
VHA only until such time as pilot information on the use of contract physicians for 
disability examinations is available. 

Regional offices selected as pilot sites will present a variety of geographic and 
demographic areas, as well as a range of regional office sizes, in order to determine if 
contract examinations are universally beneficial, never beneficial or of limited benefit 
(identifying those circumstances that make it beneficial). 

If the information shows that contracting with other than VHA is judicious, it will be 
proposed. 

Question 7a: Was it your position in testifying before our Committee that in the event 
that the Department were to have to rely on medical care appropriations alone for the 
period FY 1998 through 2002, with such appropriations frozen at FY 1997 funding 
levels, that V A would have no option but to close some number of hospitals? 

Answer: In 1998, workload would be reduced to stay within the frozen resource level. 
If Congress does not provide increased budget authority through 2002, we would face 
the possibility of closing medical centers. With the rapid changes occurring in our 
system, we cannot reasonably predict at this time what those efficiencies would be in 
dollar terms. Although we do not know the specific Network actions that would be 
taken to live with an approximate 3 percent - 4 percent shortfall per year (for inflation) 
and approximately 16 percent - 22 percent over the 5 year period, we do know that 
treatment would be provided in accordance with the treatment priorities specified in 
P.L. 104-262, the Veterans Healthcare Eligibility Reform Act of 1996. 

Question 7b: With respect to your references at the hearing to the subject of closure of 
hospitals, what specific criteria would planners employ or be asked to employ in 
identifying particular VA medical centers which should be closed? In answering, please 
address specific workload indicators, utilization criteria and cost indicators. For each 

39-302 97 - 13 
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relevant indicator and criterion please indicate the numerical or other objective level 
which would suggest or tend to support the case for closure. 

Answer: No numerical criteria have been developed as thresholds for closing facilities. 
Furthermore, were closures necessary, decisions would more likely be based upon 
comparisons among medical centers than upon a pass-fail analysis of one medical 
center. Planners would be asked to consider a number of measures related to 
effectiveness, efficiency, costs and alternatives for care, such as: 

• total cost avoidance over a relevant time horizon related to closure, including not 
only current operating expenditures but also planned capital improvements and 
expenditures, etc. 

• relative cost efficiency of the closure candidate compared to nearby facilities 
relative treatment efficiency and quality level of the closure candidate, and 

• availability (nearness and capacity) of other VA or contract facilities to absorb 
displaced workload. 

Question 7c: In contrast to circumstances leading to identification of a medical center as 
a site for outright closure, please identify the specific indicators and criteria (addressing 
specific workload indicators, utilization criteria and cost indicators) which would 
warrant identification of a V A medical center as a site for a major mission change, one 
aspect of which would include terminating delivery of hospital care at the facility. For 
each relevant indicator and criterion employed in such an analysis please indicate the 
numerical or other objective levels which would suggest or tend to support the case for 
terminating provision of hospital care. 

Answer: In general the same measures and criteria would be used for mission change 
analysis as for closure, except that some measures of substitutability of one type of 
workload (and costs) for another would be added. In the case of several facilities in the 
same metropolitan area, comparative advantages including clinical staff skills and 
capital assets, would also be assessed. 

No national thresholds have been or could be set. Delivery of health care is local and 
analyses would have to take local/regional cost and supply information into account. 
For this reason, the vrSNs will be in the best position to identify candidates for closure 
or mission change. 
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Questions from the Honorable Bob Stump 

National Cemelery Syslem (NCS) 

Question 1: The NCS budgel conlains $\0 million for conslruclion of slale veterans 
cemeteries and to increase the federal share of construction and initial equipment to 100 
percent. How many more states do you expect to elect to construct a state cemetery 
under this formula as opposed to the old 50 percent formula? Specifically what states, if 
any, have expressed an interest in developing a state cemetery if NCS awards a 100 
percent grant? 

Answer: At least eight states have indicated that the change to the 100 percent funding 
formula would likely have a positive effect on their decision to participate in the V A 
State Cemetery Grants Program. Four of those states have not participated in the past. 
In addition, four other states that have received grants in the past have indicated that 
they would most likely construct additional cemeteries if the change were to become 
law. We will continue to work with the States to further explain this new legislation. 
Discussions with these States are still ongoing. Some of the States that have expressed 
interest include Massachusetts, North Carolina and Wisconsin. 

Question 2: The budget proposes 52 new FTE for NCS. How will those new employees 
be distributed? 

Answer: All 52 FIE will be distributed to the cemeteries. Forty-one will be Wage 
Grade and eleven will be GS. 

Question 3: The budget provides $825,000 for equipment replacement. What effect will 
this funding have on the equipment backlog? 

Answer: The budget request includes additional funding of $825,000 over the 1997 level 
of $961,000 for replacement equipment. This level of funding will enable us to reduce 
our backlog from $6.5 million in 1997 to $6.3 million at the end of FY 1998. 

Question 4: Please describe how this budget will advance the new cemetery 
conslruction program 

Answer: This budget provides $13 million for the constructinn of a new cemetery in the 
Cleveland area, the last of the five new cemeteries planned before the year 2000. 

Question 5: Upon opening, what percentage of the available spaces in the new 
cemeteries will be devoted to columbaria? 

Answer: In the initial opening phases of the five new cemeteries (Tahoma, Chicago, 
Dallasl Ft. Worth, Saratoga, and Cleveland) we plan to have approximately 84,300 
burial spaces. Of these spaces 12 percent or 10,300 spaces are planned to be available in 
columbaria. Of the rest, approximately 81 percent or 68,000 will be double-depth 
gravesites for casketed remains, and approximately 7 percent or 6,000 will be spaces for 
in-ground cremain burial. 

Question 6: What will NCS spend this year constructing columba ria in existing 
cemeteries? 

Answer: In prior years we have had multiple projects to construct columba ria in our 
existing cemeteries. The Fiscal Year 1998 NCS budget supports a $893,000 project to 
construcl a 1,66O-unit c~lumbaria at the Calverton National Cemetery. 
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Question 7: The budget lists the 114 national cemeteries. Could you please provide the 
committee with a list, by cemetery. of management and wage grade FfE assigned to 
each. Please note those maintained or operated by contractor. 

Answer: The list of the 114 national cemeteries with the management and wage grade 
FrE assigned to each is attached. Ther" are 70 of the 114 cemeteries that have FrE 
assigned. Three of these 70 cemeteries with FfE assigned are operated and maintained 
by contract and have a total of 4.5 FrE assigned to the sites. The remaining 44 
cemeteries without FfE assigned are operated and maintained in one of four ways: by 
contract; by the supervision of another national cemetery; by the V AMC on whose 
grounds the cemetery is located; or for one small. inactive cemetery, by the neighboring 
private cemetery. 

CEMETERY GS WG TOTAL METHOD OPERATED 
Alexandria. LA .. . 2.0 2.0 
Alexandria. VA ... pPerated and maintained by contract 
Alton ... pPerated and maintained ~ contract 
Annapolis ... pPerated and maintained by contract 
Balls Bluff .. . Operated and maintained by Culpeper 

N/C 

Baltimore 2.0 12.0 14.0 
Barrancas 3.0 10.0 13.0 
Bath 2.0 7.0 9.0 
Baton Rouge ... Operated and maintained by contract 
Bay Pines 3.0 2.~ 5.0 
Beaufort 2.0 5.V 7.0 
Beverly 2.0 12.5 14.5 
Biloxi 3.0 6.5 9.5 
Black Hills 2.0 7.0 9.U 
~alverton 20.6 72.9 93.5 
,-amp Butler 2.0 7.5 9.5 
~ampNelson 2.0 4.5 6.5 
,-ave Hill ... Operated and maintained by contract 
,-hattanooga 5.0 11.5 16.5 
~ity Point .. . Operated and maintained by contract 
~oldHarbor ... Operated and maintained by contract 
~orinth ." 2.U 2.0 
~rownHiII ... Ope~ated and maintained by 

neighboring private cemetery 

~ulpepper 2.0 6.2 8.2 

~ressHills .. !Operated and maintained by contract 
Danville. IL 1.0 4.0 5.0 
Danville.KY Operated and maintained by Camp 

NelsonN/C 

Danville. VA ... Operated and maintained by contract 
Dayton 3.0 13.0 16.0 
Eagle Point 2.0 4.5 6.5 
Fayetteville 1.0 4.5 5.5 
Finn's Point .. . Operated and maintained by Beverly 

N/C 
Florence 2.0 2.5 4.5 
Florida 10.0 30.5 40.5 
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CEMETERY GS WG TOTAL METHOD OPERATED 
FI. Bayard ... Operated and Maintained by Ft. Bliss 

N/C 
Ft. Bliss 4.0 12.5 16.5 
FI. Custer 4.0 11.0 15.0 

FI. Gibson 2.0 5.5 7.5 

Ft. Harrison ... Operated and maintained by contract 
FI. Leavenworth ... Operated and maintained by 

Leavenworth N/C 
FI. Logan 6.0 18.0 24.0 
FI. Lyon ... Operated and maintained by PI. Lyon 

VAMC 
FI. McPherson 1.0 3.5 4.5 
FI. Meade ... Operated and maintained by Black 

HillsN/C 

FI.Mitchell 2.0 5.0 7.0 

FI. Richardson 2.0 2.0 Maintained by contract 
Ft. Rosecrans 4.0 13.0 17.0 

FI. Sam Houston 11.0 31.0 42.0 

FI. Scott 1.0 3.0 4.0 

FI.Smith 2.0 4.5 6.5 

FI. Snelling 14.0 37.0 51.0 

Glendale ... Operated and maintained by contract 

Golden Gate 6.0 32.0 38.0 

Grafton ... Operated and maintained by West 
Virginia N/C 

Hampton 3.0 7.0 10.0 

Hampton (V AMC) .. Operated and maintained by Hampton 
N/C 

Hot Springs ... Operated and maintained by Hot 
Springs V AMC 

Houston 11.0 20.0 31.0 

Indiantown Gap 4.0 16.0 20.0 

efferson Barracks 14.0 44.4 58.4 

efferson City .. Operated and maintained by contract 
Keokuk 1.0 4.0 5.0 

Kerrville ... Operated and maintained by contract 

Knoxville ... 0.5 0.5 Operated and maintained by contract 

Leavenworth 3.0 13.0 16.0 

Lebanon 1.0 2.0 3.0 

Lexington Operated and maintained by contract 

Little Rock 3.0 6.5 9.5 

Long Island 13.4 62.1 75.5 
Los Angeles 3.0 13.0 16.0 
Loudon Park ... Jperated and maintained by contract 
Marietta 2.0 3.3 5.3 

Marion 1.0 4.0 5.0 
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CEMETERY GS WG TOTAL METHOD OPERATED 
Massachusetts 5.0 18.0 23.0 
Mem2his 3.0 7.5 10.5 
Mill Springs ... Operated and maintained by contract 

Mobile ... Operated and maintained by contract 

Mound City Operated and maintained by contract 

Mountain Home 2.0 5.0 7.0 

Nashville 2.0 7.5 9.5 

Natchez 2.0 3.0 5.0 

New Albany ... 1.0 1.0 

NewBern 2.0 2.0 4.0 

NMCA 3.0 12.0 15.0 

NMCP 6.0 16.0 22.0 

Philadelphia .. Operated and maintained by contract 

Port Hudson 2.0 3.5 5.5 

Prescott .. Operated and maintained by Prescott 
VAMC 

Puerto Rico 7.0 19.U 26.0 

Quantico 5.0 13.0 18.0 

Quincy Operated and maintained by Rock 
Island N/C 

Raleigh ... Operated and maintained by contract 
Richmond 1.0 1.0 2.0 Operated and maintained by contract 

Riverside 19.0 49.5 68.5 

Rock Island 2.0 9.0 11.0 

Roseburg .. Operated and maintained by Roseburg 
VAMC 

Salisbury 2.0 4.3 6.3 

San Antonio Operated and maintained by contract 
San Francisco .. Operated and maintained by Golden 

GateN/C 
San Joaquin Valley 4.0 11.0 15.0 

Santa Fe 4.0 11.0 15.0 

Seven Pines Operated and maintained by contract 

Sitka Operated and maintained by contract 

Springfield 2.0 3.5 5.5 

5t. Augustine .. Operated and maintained by contract 

Staunton Operated and maintained by contract 

Togus .. Operated and maintained by Togus 
VAM&ROC 

West Virginia 2.0 2.8 4.R 
Willamette 10.0 32.0 42.0 
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CEMETERY GS WG TOTAL METHOD OPERATED 
Wilmington ... Operated and maintained by contract 

Winchester ... Operated and maintained by Culpeper 
N IC 

Wood 3.0 9.0 12.0 

Woodlawn ... Operated and maintained by Bath N IC 

Zachary Taylor 3.0 3.0 6.0 

Total 279.0 843.0 1,122.0 

rrahoma 1.0 5.0 6.0 Maintained by contract 

Grand-Total 280.0 848.0 1,128.0 

Question 8: Do you have figu res yet for how many survivors have opted for an outer 
burial receptacle versus a graveliner since enactment of PL 104-275? 

Answer: Since PL 104-275 was signed on October 9, 1996, 1,771 survivors have opted 
for the outer burial receptacle through March 9, 1997. This reflects no discernible 
increase in the number of privately purchased outer burial receptacles when compared 
to prior years. 

Question 9: What are V Ns plans to acquire additional land for gravesite expansion at 
existing cemeteries? 

Answer: VA is actively engaged in acquiring additional land to keep existing nnhonal 
cemeteries open. Current efforts include, but are not limited to: 

Camp Butler National Cemetery - VA is in the process of accepting a generous donation 
of approximately 16 acres of adjacent land from a private citizen. 

Lebanon National Cemetery - Local veterans organizations of Marion County, 
Kentucky, have offered to purchase and donate approximately 9 acres of adjacent land. 

West Virginia National Cemetery - The state of West Virginia intends to donate 
approximately 32 acres of adjacent land. This land will provide gravesites, improved 
road circulation, and a buffer to planned expansion of a neighboring correctional 
institution, as well as a housing development. 

Question 10: How far into the future does NCS project its budgetary needs? Are there 
any plans to construct additional cemeteries after the 5 projects are completed? 

Answer: NCS normally projects its funding needs five years into the future. This is 
consistent with the planning period included in the annual budget submission of the 
President. 

In V Ns 1998 budget request, however, we are proposing legislation to increase the 
Federal share of funds to States through the State Cemetery Grants Program from 50 
percent to 100 percent of the costs of construction, plus 100 percent of the initial 
equipment costs. This would make it possible for states to obtain Federal funding for 
establishing complete and fully equipped cemeteries for veterans. Thus, new burial 
space will be provided to our nation's veterans through this enhanced FederallState 
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partnership program. In light of this proposal. we are not planning to request funds for 
construction of any new national cemeteries. 

Question 11: Do you feel the term "closed" is an appropriate term to use to describe the 
57 cemeteries that do have some interment options available to veterans or their 
families? Of the 19 listed as having only in ground secondary burial space available, 
how many could accommodated columbaria? Are there any plans to construct 
columbaria in those cemeteries? 

Answer: "Closed" is an appropriate term to describe the 19 cemeteries that have only 
secondary burial space available. A more appropriate term for the remaining 38 
cemeteries with space for both the first interment of cremated remains and secondary 
casketed burials is "Cremation Only". 

Virtually all of the 19 closed cemeteries have no space available that could 
accommodate columbaria. Also, if space were available at these cemeteries to construct 
columbaria, it would not be desirable to do so, nor an efficient use of resources. The 
service areas of these closed cemeteries are either entirely or significantly encompassed 
by the service areas of other national or state veterans cemeteries with space available 
for cremains, and in most cases, casketed remains. Therefore, there are currently no 
plans to construct columbaria in the 19 cemeteries with only secondary burial space 
available. 

Veterans Benefits Administration IYBN 

Question 1: Is it correct that the V.BA budget request includes $68 million to pay for the 
contract exam program? If that is so, if one deletes that transfer from VHA, the VBA 
budget is really a reduction of about $1.3 million in GOE over 1997. Is that not correct? 

Answer: Yes. 

Question 2: The President has proposed an education package costing over $50 billion 
to initiate new education programs and improve existing ones. Of that $50 billion, not 
one penny is allocated to improve the Montgomery GI Bill. Mr. Secretary, can you 
explain why your department has not brought us a GI Bill funding increase? 

Answer: We acknowledge that the buying power of the Montgomery GI Bill has been 
eroding because the cost of education has been increasing faster than the increase in the 
Consumer Price Index. However, we are pleased that other education benefit 
enhancements in the Administration's FY 1998 proposal will help veterans fund their 
education by augmenting Montgomery GI Bill (MGIB) benefits. For example, the 
education tax credit has the potential to help veterans as much as, and arguably even 
more than, any citizen. In fact, even though the proposal reduces the amount of the 
credit by any other non-taxable Federal education grant, MGIB is specifically excluded. 
Thus, veterans receiving MGIB benefits would also be entitled to the full tax credit in 
the Administration's plan. 

By statute the MGIB monthly rates are increased annually based on the annual increase 
in the Consumer Price lndex. Our budget proposal included a 2.9 percent increase 
based on the estimated annual increase in the Consumer Price Index. However, we 
have been unable to Identify a oour<:e of IIIlvlngs In other veterans programs to fund a 
further Increase in MGIB as required by Congressional budget scorekeeping rules. 

Question 3: Mr. Secretary, the budget proposes a reduction of 543 FrE in VBA and a 
significant increase in the claims processing system's performance. With business 
process reengineerlng and computer modernization far from complete, how do you 
propose to do that? 
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Answer: The 5.43 FIE reduction in the budget includes the employment for all VBA 
business lines and support staff. Of that total, 100 FIE are direct Compensation and 
Pension employment. 

Although business process reengineering and modernization are not complete, through 
performance improvements in regional offices, the implementation of team 
environments and a decline in aggregate incoming workload, we will be able to achieve 
our claims processing performance goals. 

Question 4: Mr. Secretary, the VBA budget for the first time breaks out the overhead 
cost to each business line. Within the 5 VBA business lines, the overhead cost in FTE 
averages about 40 percent of the total FTE cost. Do you consider that appropriate and 
what is the trend in overhead costs? 

Answer: In 1998, VBA, for the first time, has allocated the costs of its support staffs to 
its five main lines of business: Compensation and Pension, Education, Loan Guaranty, 
Vocational Rehabilitation and Counseling, and Insurance. Our definition of "overhead" 
includes Information Technology and Support Services (Administrative Services, 
Finance, Human Resources, Management Direction, and the Debt Management Center). 

Veterans Services, while not existing as a "direct" business line, is VBA's main point of 
contact with veterans and their beneficiaries. The division supports the business lines, 
but would not normally be considered "overhead." When Veterans Services is 
excluded, the remaining percentage of overhead to total FIE is 24.2 percent, not 40 
percent. 

VBA has been, and will continue to, work towards reducing its overhead FIE which 
supports the five business lines. For example, VBA reduced its Support Services staff 
ratio to total employment by almost 40 percent (from 27.6 percent of total employment 
to 16.6 percent) from 1987 to 1998. 

Question 5: The housing program proposes to contract out its management of its 
portfolio of direct loans. What are the current costs to VA, what are the potential 
outcomes, when do you anticipate this to happen, and will it be a full and open 
competition for the contract? 

Answer: VBA proposed this initiative in the 1997 budget. Annual savings of 164 FIEE 
will be partially offset by the cost of the contract, for net savings of approximately 
$524,000 in FY 1997. Projections for FY 1998-FY 2001 estimate total savings of 
approximately $11 million. 

VBA expects to lower the cost of loan servicing and to comply with RESPA (Real Estate 
Settlement Procedures Act) regarding escrows for taxes and insurance. There will be no 
impact on veterans, as most of the portfolio consists of loans which do not involve 
veterans' benefits, and no loan will be terminated without the prior approval of V A. 

VBA issued a Request for Proposals on June 4, 1996, and awarded a contract on January 
30, 1997. Transition planning has been ongoing since that date and the transfer of 
servicing should occur during May 1997. 

The competition was full and open and a dozen technically acceptable proposals were 
received. 

Question 6: Why is the department proposing to make several OBRA extenders 
permanent? By doing so, does the Department realize this committee would have to 
look elsewhere for reconciliation savings and the effect that might have on VA's core 
benefit programs? 
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Answer: The Administration has proposed the permanent extension of the OBRA 
provisions. The Administration believes that periodic extensions of these provisions do 
not result in true deficit reduction in the long run. 
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Questions from the Honorable Terry Everett 

Department of Veterans Affairs 

Question 1: When will we see V A's draft strategic plan that ties performance to the 
budget as required by the Government Performance and Results Act? 

Answer: The VA strategic plan is in the development stage and we anticipate 
consulting with the Congress on our strategic goals and performance objectives in June 
1997. Under GPRA the annual performance plan rather than the strategic plan, ties 
performance to the budget. V A now includes performance information as an integral 
part of the budget and this is the vehicle that ties performance to the budget. 

Veterans Health Administration (VHA) 

Question 1: How does the V A's MCCR program cost to collect ratio, which was 21.3 
percent in 1996 and 22.4 percent in 1997, compare to other federal and private sector 
programs? 

Answer: We want to clarify that the 21.3 percent and 22.4 percent figures do not reflect 
MCCR's "cost-to-collect ratio" but, rather, MCCRs "total cost to operate" for the 
indicated years. Within the "total cost to operate" are costs to collect expenses for the 
wide range of receivables that MCCR is responsible for collecting. A survey of private 
sector costs of billing and collection resulted in a wide range (5 percent to 30 percent) of 
"costs" to collect. The range occurs because there is no consistent group of services and 
activities that are uniformly defined as part of the cost of doing business. For example, 
the cost of staff performing inpatient admissions, clinic registration, records retrieval, 
record coding, patient and clinical da ta collection, pre-certifications, continued stay 
reviews, cashier duties, medication dispensing, software development, internal audit, 
and aHorney expenses are not normally included in private facility estimates of their 
cost to collect. Similarly, investments in hardware and assignments of overhead 
expenses for in-house leasing costs, utilities and facility management are also outside 
the costs normally reported by private facilities in their estimates of the cost to collect. 
All of these functions are currently charged to the MCCR program and are not routinely 
included in private sector estimates of collection costs. 

Other factors affect the cost of recovery as well. The MCCR program has documented 
through a private contractor, that the cost of collection varies by the type of collection. 
For example, the cost of recovering third party insurance on an inpatient is 
approximately $.06 per dollar recovered. Prior to the implementation of ambulatory 
data capture, the cost of collecting a dollar was $.27 for outpatient visits due to the 
intensively manual activity associated with clinical data coding which MCCR funded 
entirely. 

The MCCR program also collects statutory copayments and per diems for V A 
healthcare from certain veterans. The unique circumstances surrounding these 
collections, which include means testing and income verification, increases the cost to 
collect. We are in the process of reducing this cost by further automating this 
copayment collection process. 

Compounding these costs is the fact that the same level of effort is required to generate 
an inpatient claim or outpatient claim whether the claim Is for a patient under 65 or 
over 65. For patients under 65 wllh insurance, the opportunlly to recover the full 
Insurance payment i. much greater (and thereby the cost to collect ratio is much lower) 
than the results of recovery eHarls for patients over 65 who are Medicare eligible and 
likely to have insurance limited to covering the Medicare deductible. In cases of 
patients over 65, recoveries are a fraction of what the private sector recovers because 
V A cannot recover from Medicare. The cost of preparing a claim, while constant for all 
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patients, results in a much reduced collection effort for patients over 65. Over 70 
percent of all claims generated by VA are for patients over 65 and collection potential is 
limited to less than 20 percent of established receivable due to the limitations of 
Medicare supplemental coverage. 

Insurance identification is more difficult, as veteran patients have less incentive to 
report other health insurance coverage than do private sector patients. In most private 
hospitals, insurance coverage is a prerequisite to treatment. Patients can be requested 
to prepay if they have no insurance. 

MCCR bears Ihe cosl of utilization review and other services thai are not calculated as 
part of private sector cost to collect. Also, many contractors utilize the existing data 
systems in a medical center, which must continue to be maintained, but are not 
appropriately identified as a cost 10 collect by the contractor. 

MCCR's estimate of 20.9 cents per dollar recovered in FY 1998 includes all costs from 
registration of patients, pre-admission certification, continued stay reviews, data 
collection on treahnent and services received, bill preparation, collection activities, 
disputed billings and appeals, colleclions and reconciliation. Costs include design, 
maintenance and operation of computer systems, all personnel costs associated with the 
MCCR process, including General Counsel/Regional Counsel legal services, and 
training to maintain employee skills and knowledge of insurance payment practices. 
Higher MCCR cost to collect ratios in FY 1996 and 1997 are due to capital investment to 
allow medical centers to automatically capture data for billing and patient accounting 
purposes. 

MCCR has studied options related to private sector collection contracts. In 1994, GSA 
awarded a contract making health care cost recovery services available to Federal 
agencies. VA participated in the development of the contract specifications. MCCR 
used the GSA contract to obtain a baseline cost-to-collect study from Birch and Davis. 
MCCR investigated the feasibility of using the GSA vendor for collection services. The 
cost for services of the GSA vendor, PAYCO American Corporation of Brookfield , WI, 
were based per region of the country, with costs per claim based on the amount 
collected per claim. For example, for Region 2 of the country, the cost per third party 
claim in the first year would be between 29. 2 cents per dollar for collections under 
$250.00 and 5.1 cents for claims collected over $1500. The fourth year costs of the 
contract for the same region and claim sizes would be 31.9 cents and 5.6 cents. lJased on 
preliminary contract provisions, MCCR determined that some functions must be 
maintained in the medical center for the contractor to perform. They included: 
Insurance Identification, Precertification; SC/NSC determinations, aftercare, in 
preparation of an in-patient bill; coding outpatient medical records, SC/ NSC 
determinations, aftercare, in preparation of an outpatient bill; identifying all payers 
responsible for a veteran's care; billing responsible payers (autobiller); answering 
questions concerning bills; receiving and posting payments, and follow-up on bills less 
than 45 days old. MCCR would continue to process first party copayments. The 
analysis concluded that except for lower performing facilities, MCCR maintained a 
lower cost to collection ratio than that proposed by the vendor. 

MCCR is moving on several fronts to ensure continued increases in our revenue from 
veterans' insurance companies. We have a variety of initiatives underway that will: 
increase the number of veterans that we identify as having insurance; decrease program 
operating costs; and develop billing rates that reflect our true cost of doing business. At 
the same time, we will use a health care consulting firm to assist us in determining 
whether we can collect more funds by continuing our in-house efforts, or whether we 
could more effectively increase collections through the use of private sector billing and 
collection services. 
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Question 2: Secretary Brown specifically stated in his budget testimony before the 
Committee that Persian Gulf Illness research was "fenced." How is this reflected in the 
VA's Budget Proposal? 

Answer: Persian Gulf illness research is included in the 1998 V A Congressional 
Submission among the "Special Research Initiatives." The table entitled "Obligations 
by Sub-Activity", page 3-14, shows no change in FY 1998 for Special Research 
Initiatives. This is in contrast to other Research Programs (Individual), Career 
Development, Research Programs (Multi-Site), Agent Orange/Environmental Medicine 
and Rehab. Centers/Units, which show decreases in the FY 1998 budget request. 

Question 3: The proposed construction budget is $454 million. How does the V A 
intend to reduce the construction cost overruns that the V A construction management 
program has experienced in the past? 

Answer: The proposed construction budget for FY 1998 is $328.9 million. This 
includes new budget authority of $79.5 million for major construction, $166.3 million for 
minor construction, $51 million for the construction grant programs, and $32.1 million 
that is available for major construction from an advance appropriation in VA's FY 1997 
appropriation. 

The V A has not experienced significant cost overrun problems for some time. The 
problems of the more distant past referenced in the question prompted V A to take 
vigorous action on several fronts to prevent cost overruns to the extent possible. These 
actions have included: 

Prevention of scope and cost growth: The planning and design process has been 
modified to ensure early definition of the content of the project. A commitment 
contract is then established with all parties involved to adhere to the scope, 
square footage and cost. The Department has focused on improved project 
phasing and constructibility, value engineering, better equipment coordination 
and the use of alternative construction techniques to protect against cost growth. 
Shorter design and construction periods have been established to reduce the 
uncertainty in economic forecasting. Steps have been taken to increase 
competition and thus improve bid prices and bid alternates are used to position 
the Department to react if high bids are received. Also, increased monitoring of 
cost through the design and construction phases has taken place. 

Question 4: Secretary Brown testified in his budget testimony before the Committee that the 
VA's healthcare costs per beneficiary is $4,300. He further stated that this figure included 
capital costs, capital improvements and personnel and benefits. Please explain in detail how 
the VA specifically calculates the adjusted average per beneficiary 

Answer: The Secretary referred to a cost per patient number (corrected to be $4,730) 
reported from VHA's Veterans Equitable Resource Allocation (VERA) system. This 
estimate is a national average cost per patient across all 22 Networks for FY 1995 for 
only costs in the VERA model. VERA modeled funds account for 88 percent of the total 
Medical Care budget and includes capital costs (equipment), capital improvements 
(non-recurring maintenance), and personnel and benefits (payroll costs). When the 
non-modeled funds (12 percent of budget) are included to reflect total Medical Care 
obligations the comparable FY 1995 average cost is $5,329. This obligation per unique 
patient includes all direct and indirect (fixed and variable) obligations paid from the 
Medical Care appropriation. 
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CONGRESSMAN EVANS TO DEPARTMENT OF VETERANS AFFAIRS 

Questions from the Honorable Lane Evans 

Question 1: How will veterans, and particularly veterans who now use VA health care, 
partieipate meaningfully in decisions made about restructuring VA health care? 

Answer: VHA has established a National Customer Feedback Center (NCFC) whose 
primary mission is to learn what our customers think about the health care they receive 
and to provide that information to administrators and practitioners for the purpose of 
making improvements. Regular customer feedback surveys are conducted by the 
NCFC for both inpatients and outpatients to determine what our patients think about 
their care. Customer service standards are also included in the Network Director's 
performance agreements whereby all Network Directors are accountable for improving 
patient satisfaction with various components of their care. In addition, every Network 
has established a Service Evaluation and Action Team (SEAT) whose function is to track 
trends in customer concerns and complaints and refer these concerns to their medical 
facilities for resolution. Veteran Service Organizations are represented on SEAT. The 
goal of the SEAT is to improve communication with veterans, their families and other 
stakeholders, and, to improve the responsiveness of V A health care delivery. 

Each VISN also has a Management Assistance Council that includes representatives of 
all local stakeholders, including the Veterans Service Organizations. Because of 
concerns that have been raised about how certain Management Assistance Councils 
function, we are currently reviewing Management Assistance Council operations to 
assure that they function as an effective mechanism for open communication and 
participation in planning efforts by veteran" and other stakeholder". We will provide a 
report on this review to you when it is completed. 

At the national level, V A management meets frequently to seek the advice of the major 
National Veterans Service Organizations concerning the full range of issues that are of 
concern to veterans. 

Question 2: What are the V A's goals for improving the quality and timeliness of 
disability claims adjudication. 

Answer: Our immediate goals for 1998 are to reduce the average days to process an 
original compensation claim to 106 days and improve the accuracy of all claims. Over 
the 5-year BPR implementation process, we intend to reduce the average days to 
process all claims and achieve an accuracy rate of no less than 97 percent for all claims. 
For a detailed list of scheduled timeliness improvements, please see page 2-42 of our 
General Operating Expenses Budget. For scheduled accuracy rate improvements 
please refer to page 2-44 of the General Operating Expenses Budget. 

Question: Does the proposed budget provide all the resources needed to achieve these 
goals? 

Answer: The resources requested in our proposed budget will be sufficient to achieve 
our goals in FY 1998. 

Question 3: According to the proposed budget, at the end of five years, V A will be 
treating more patients with fewer staff and essentially the same budgetary resources. 
Do you know of any other health care system, public or private, that has accomplished 
what VA proposes? 

Answer: VA's goal of reducing the cost per veteran treated by 30 percent by 2002 is 
based on the aggregate savings of the numerous efforts underway to utilize our 
resources more effectively, to redefine and restructure how we provide care, and on the 
co-dependent goal of lnerea.lng the number 01 veteran. that we serve by 20 percent. 
The passage of Eligibility Reform legislation last year provided new tools and 
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momentum to our efforts to restructure how V A provides care. In the past, because of 
statutory and other restrictions, V A did not keep pace with innovations that were 
taking place in the private health sector. We are now actively pursuing best value 
approaches to proViding health care, and the effect of changes that are taking place will 
increase year by year. Similar innovations are frequently reported in the private sector 
with resulting efficiencies of 30 percent and higher. 

Question 4: The proposed budget projects a significant increase in resources for VA 
health care from sharing in future years. Give your scenario for achieving this increase 
in resources from sharing. 

Answer: The basis for the significant increase in annual "sharing" revenues is found in 
Public Law 104-262, the Veterans Healthcare Eligibility Reform act of 1996, which 
became law on October 9,1996. This law greatly expands VA's ability to obtain, or 
share, healthcare resources with, or from, the private sector and other Government 
entities. This increase in non-appropriated revenues, along with proposed MCCR and 
Medicare receipts, will assist the V A in meeting its future requirements and goals at a 
straight lined appropriation level. Even in 1996 under the prior sharing legislation, 
some Networks had collected the equivalent of between 4 percent and 5 percent of their 
total revenue from non-appropriated sources (sharing, other reimbursements, and 
MCCR collections). The leading Network had achieved almost 1.8 percent from sharing 
and other reimbursements. While we have set "stretch" goals, if other Networks make 
efforts to emulate the most successful ones, and with the greatly expanded authority 
contained in Public Law 104-262, our goals for sharing revenue can be reached by 2002. 

Question 5: How many AIDS/HIV patients is V A currently treating and what is the 
average annual treatment cost per patient? 

Answer: During fiscal year 1996, VA treated a total of approximately 17,000 individual 
patients with HIV / AIDS. The average annual treatment cost is estimated to be 
approximately $10,000 for HIV-positive patients without symptoms and $20,000 for 
patients with AIDS. 

Question: Are these patients in the highest priority for VA treatment? 

Answer: Veterans' priority for care is based on legal requirements as defined by P.L. 
104-262, the Veterans' Health Care Eligibility Reform Act of 1996. Under that law, 
specific diseases or conditions are generally not a basis for establishing priority; 
however, veterans who are "catastrophically disabled" are given priority after veterans 
with compensable service-connected disabilities and former POWs. AIDS patients who 
are seriously ill may meet the requirements for being "catastrophically disabled." If so, 
they would receive the priority access to VA care given to all other enrolled 
"catastrophically disabled" veterans. 

Question 6: What are VA's goals for improving the effectiveness and timeliness of 
vocational rehabilitation for veterans? Does the proposed budget proVide all the 
resources needed to achieve these goals? 

Answer: VR&C will be more effective and timely when (1) we can get more disabled 
veterans into jobs that will improve the quality of their lives, and (2) we can reduce the 
time it takes to achieve the above employment for our veterans. 

WI! are finishing II major reinvention of the VRK program thllt will ensure these two 
goals occur. It will include a multi-year plan with initiatives and resource 
requirements. We expect to include the results of this reinvention project in the FY 1999 
Business Plan. In the meantime, we expect the resources requested in FY 1998 will 
enable us to continue to maintain existing service for disabled veterans. 
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Question 7: Assess compliance by the Veterans Benefits Administration and the Board 
of Veterans' Appeals with the decisions of the Court of Veterans Appeals. 

Answer: With respect to instructions provided to field stations on implementation of 
Court decisions, VBA is in full compliance. Changes required in the adjudication 
process are distributed and enacted in a timely manner. In particular cases there will 
always be room to question individual judgments, but such questions do not rise to the 
level of "non-compliance." 

The Board of Veterans' Appeals has a number of systems in place to ensure, to the 
greatest extent possible, that Board members and attorneys will be aware of controlling 
precedents of the Court. 

Decisions are transmitted to the Board by the Office of General Counsel as soon as they 
are available. Usually within one working day, those cases are summarized in a one- to 
two-page memorandum by the Office of the Chief Counsel at the Board and transmitted 
through the Board's electronic mail system to all Board members and attorneys. Copies 
of these "headnotes" are also provided to VBA's Compensation and Pension Service and 
to the Office of the General Counsel. Within that same period of time, the full text of 
the decisions are copied and made available to each of the Board's four decision teams. 

The Board also maintains an "Index to Veterans Benefits Law," a computer research tool 
which is available to the Board and to VBA. 

In addition, the Board periodically conducts what it terms "Grand Rounds," a meeting 
with Board members featuring discussion of current important cases from the Court. 

Question: What are the obstacles to fuller compliance by VBA and the Board with 
CaVA decisions? 

Answer: We do not presently see any obstacles to VBA's continued full compliance 
with CaVA decisions. The Board believes that it is, to the fullest extent possible, 
complying with CaVA decisions. Court decisions are quickly incorporated into the 
claims and appeals processes through the use of electronic technology. Considerable 
resources are expended in analyzing precedent decisions, and required action on 
decisions takes place upon receipt of instructions from the analysis. The Board has also 
taken steps to develop an effective, internal training curriculum for attorneys and Board 
members that includes instructional programs developed to ensure that BV A decisions 
are in full compliance with the law, including the decisions of the Court. There are no 
known obstacles to full compliance with Court decisions. 

Question: Does the proposed budget provide all the resources needed to achieve timely 
and full compliance by VBA and the Board with CaVA decisions? 

Answer: VBA has requested sufficient resources to continue full compliance with 
CaVA decisions. 

The proposed FY 1998 budget for the Board of Veterans' Appeals provides all resources 
required for timely and full compliance by the Board with CaVA decisions. The 
infrastructure in place that assures CaVA decision analysis, distribution and 
compliance will remain. 

Question 8: When doeslhe AdminislraHon inlend 10 nominale an Inspectur General? 

Answer: The Department is working with the White House to nominate an Inspector 
General. We submitted a recommendation, however, our candidate declined the offer. 
Therefore, we had to begin the selection process again. 
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Question 9: What is the Administration's philosophy on new national cemeteries: 

Answer: The President's fiscal year 1998 budget includes funding for the construction 
of a new national cemetery in the Cleveland, Ohio, area. If funds are proVided for this 
project, we anticipate opening the cemetery in the fall of 1999. This will be the sixth 
national cemetery to be constructed in those areas identified in a 1987 Report to 
Congress as most in need of burial sites for veterans. San Joaquin Valley National 
Cemetery in California was opened in 1992. Tahoma National Cemetery near Seattle is 
projected to open in September 1997. We expect to open Dallas-Fort Worth National 
Cemetery, Saratoga National Cemetery near Albany, New York, and a national 
cemetery near Chicago in the summer of 1999. 

In VA's 1998 budget request, however, we are proposing legislation to increase the 
Federal share of funds to States through the State Cemetery Grants Program from 50 
percent to 100 percent of the costs of construction, plus 100 percent of the initial 
equipment costs. This would make it possible for states to obtain Federal funding for 
establishing complete and fully equipped cemeteries for veterans. Thus, new burial 
space will be provided to our nation's veterans through this enhanced Federal/State 
partnership program. In light of this proposal, we are not planning to request funds for 
construction of any new national cemeteries. 

Question 10. What percent of veterans are completely satisfied or very satisfied with 
the service they receive from VA? How does V A compare with other government and 
non-government service providers in terms of user or consumer satisfaction? 

Answer: V A has worked closely with the National Performance Review and as a key 
member of the President's Management Council's Customer Service Workgroup in an 
interagency effort to share methodologies and systematic approaches to establishing 
customer service standards and performance measures; integrating customer service 
into the planning, budgeting, and other management systems; and benchmarking with 
both other agencies and the private sector. There is no general index that measures 
customer satisfaction across government. However, from this extensive interaction 
with other agencies, it is clear that V A is among the leaders in the Federal government 
in establishing a systematic process of improving customer service and measuring 
results. It is also clear that VA and all agencies have a long way to go. 

A key business philosophy of the Walt Disney was that "you will never have good 
customer relations until you have good employee relations." That is why we are in the 
process of surveying V A employees and part of that survey will ask about impediments 
to customer service. The results of that survey will be available within a few months. 

V A is using the Government Performance and Results Act to integrate our efforts. VA's 
Strategic Plan will include providing "One-VA" world class customer service as one of 
four corporate goals and six departmental strategic customer service goals. The 
strategic customer service goals will in tum lead to specific performance goals and 
measures for each of VA's nine business lines. 

VA's Strategic Plan will prOVide a road map for the development of the FY 1999 budget 
proposal and the FY 1998 annual performance plan. It is anticipated that specific 
resource requirements for customer satisfaction surveys will be identified in the FY 1999 
budget proposal. 

V A has made significant progress in listening to its customers through enhanced use of 
focus groups, comment cards, and surveys. However, surveys have not yet been 
conducted on all veterans benefits programs. The results of surveys conducted are quite 
positive in many areas yet identify many areas where veterans are not satisfied and 
efforts to make significant improvement are underway. Extensive data from surveys 
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conducted is available and a brief summary of the results is provided for your 
information. 

Veterans Health Administration: Annual surveys of users determine what they think 
about the health care received. These surveys are based upon sound principles that 
generate statistically valid and reliable results that can be generalized to the individual 
facility level and compared with similar telephone surveys conducted by the Picker 
Institute for private sector health care providers. Some of the differences between VHA 
and the private sector results may be attributed to survey technique. Survey 
methodologists are in general agreement that respondents to telephone surveys tend to 
be more positive than respondents to written surveys such as those conducted by VHA. 
Nonetheless, customer satisfaction in both V A and the private sector indicate that 
improvement needs to be made in both areas. VHA sees a huge opportunity for 
improvement in the fact that 35 percent of inpatients and 34 percent of outpatients did 
not rate their care as at least very good. 

Inpatient Care: 65 percent described their overall care as excellent or very good, 
five percentage points higher than the 60 percent level in the previous survey. 
This compares to a 70 percent rating for the private sector. 
Outpatient Care: 64 percent described their care as excellent or very good, a four 
percent improVement over the previous survey. This compares to a 69 percent 
rating for the private sector. 

Veterans Benefits Administration: Data on three benefit programs are available from 
statistically valid surveys: 

Compensation & Pension: In a pilot study, veterans served by 13 VA Regional 
Offices were surveyed to assess their experience with claims processing. 
55 percent of respondents said they were either "very satisfied" or "somewhat 
satisfied" with the way their claims were handled, regardless of the outcome. 
Housing Credit Assistance: 91 percent were "satisfied" or "very satisfied" with 
the information received from V A; 86 percent were "satisfied" or "very satisfied" 
with their contact with VA; and 89 percent were "satisfied" or "very satisfied" 
with the time it took to receive their certificate of eligibility. 
Insurance Programs: 96 percent rated their service received as "you are the best" 
or "you are good." 

National Cemetery System: In 1996, NCS provided Visitor Comment Cards to all 
staffed cemeteries for distribution to family members and other cemetery visitors. The 
survey asked respondents to prioritize those aspects of NCS service most important to 
them: 73 percent of survey respondents rated the cemetery appearance as excellent and 
81 percent of survey respondents rated the quality of service provided by the national 
cemeteries as excellent. 

Board of Veterans' Appeals: Respondents to the 1996 survey of appellants, 38 percent 
rated BVA's overall performance "Good" or "Excellent." It should be noted that 59 
percent of respondents who had at least one appellate issue allowed, rated BVA "Good" 
or "excellent" while for those whose appeals were denied, the comparable rating was 17 
percent. From respondents whose appeals had not yet been decided, 38 percent rated 
BVA "good" or "excellent." 

Question: Does the proposed budget provide V A the re"ources needed for the 
Department to be a leader among other government and non"government service 
providers in terms of user or consumer satisfaction? 

Answer: The proposed FY 1998 budget will allow VA to continue providing quality 
care and services to our veterans and their families. The budget is innovative and 
historic. It builds on our progress in making changes needed to operate within budget 
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realities. To keep our system vibrant and in step with world class standards, we will 
reach out with a high quality products and expand our customer base. The budget 
includes some new tools to accomplish these goals. V A has been very pro-active in 
changing the way we do business. 

Question 11: Like society in general, sexual harassment continues to exist in VA. What 
is V Ns policy on sexual harassment and describe the various disciplinary measures VA 
takes with respect to employees who engage in sexual harassment, particularly repeat 
offenders. 

Answer: V A's policy on sexual harassment is simple and straightforward. Sexual 
harassment will not be tolerated in VA. Secretary Brown announced this zero tolerance 
policy shortly after coming to VA in early 1993. He has written to all VA employees on 
several occasions to ensure they understand the seriousness of this issue and his 
commitment to eliminate sexual harassment from VA. As integral parts of this zero 
tolerance policy, VA has 

• conducted a mandatory 4-hour training program for all employees, with follow-up 
training every other year thereafter; 

• established a "hotline" to provide an extra level of accessibility and privacy for 
individuals who wish to come forward; and 

• established an ad hoc working group on sexual harassment, including field and 
headquarters representatives and prominent V A women. 

Every allegation of sexual harassment is of concern. When the evidence supports the 
charge, VA will take strong, effective action to discipline the offender, protect the 
victim, and correct the situation. The discipline for a proven first offense can range 
from a letter of reprimand to a removal from Federal service based on the severity of 
the harassment. An egregious act of sexual harassment will result in the removal of the 
employee from the Federal service for the first offense. Where the offense is relatively 
minor, such as an inappropriate remark, a letter of reprimand may prevent the behavior 
from ever happening again. Penalties for further offenses range from suspension 
without pay to removal from Federal service. 

Question 12. What percent of the value of V A's total acqUisition and procurement is 
expected to be made from veteran owned or veteran controlled enterprises during fiscal 
year 1997? 1998? 

Answer: From FY 1993 through 1996, VA has averaged 5.5 percent of total awards to 
veteran owned business. A goal of eight percent in FY 1997 has been established for 
each VA acquisition facility. FY 1997 accomplishments will be reviewed prior to 
establishing a goal for FY 1998. 

Question 13: The budget proposes a ten-fold increase in the state veterans cemeteries 
construction grant program. Is this increase in response to current state requests or 
interest? Provide the total value of all currently pending requests. 

Answer: Under the existing State Veterans Cemetery Grants Program the Fiscal Year 
1998 requirement is $6 million. An additional amount of $4 million is requested for the 
new initiative to increase the Federal share of construction cost under the State Veterans 
Cemetery Grants Program from 50 percent to up to 100 percent, and fund 100 percent of 
the initial equipment. 

At any time there are usually a large number of projects which have been proposed by 
the States at various stages of the application and review process; however, the actual 
date of a grant award is hard to predict. This depends on many factors under State 
control such as when State appropriations are enacted, fiscal constraints on State 
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budgets, and their own capital planning and development priorities and schedules. As 
a result, the actual level of Federal obligations for grants in any given fiscal year may 
vary considerably from the original estimates, resulting in a wide variation in the end of 
the year unDbligated balances. 

These factDrs resulted in a carryover Df $10.2 million from 1995 tD 1996. With the 
appropriatiDn Df $1.0 million in new budget authority in both 1996 and 1997, there was 
a tDtal of $12.2 milliDn available fDr grants during this two year periDd. This was felt to 
be sufficient funding for anticipated requirl'ments. A total of $7.5 million was obligated 
in 1996, with $4.7 million left available for 1997 requirements. 

The tDtal value of all current pending requests is $12,705,909. 

Question 14: The budget proposes a significant reductiDn in the state veteran extended 
care facilities constructiDn grant program. Is this decrease in response to fewer state 
requests or less interest? If not, please explain this reduction. 

Answer: This reductiDn in the Grants for State Extended Care Facilities request is nDt 
due to the lack Df state requests or interest. The August 15,1996, Priority 1 list 
cDntained 57 approved PriDrity 1 projects requiring $192,847,000, of which 14 projects 
totaling $77,367,000 ($29,970,000 obligated prior to October 1" and $47,397,000 
appropriation) will be Dbligated in FY 1997. We expect the August 15, 1997, Priority 1 
list to be approximately the same. 

The request level was determined based on a ba lancing of program needs and the 
necessity fDr deficit reductiDn. SDme programs were constrained mDre than Dthers 
because difficult decisions had to be made within overall V A funding levels. 



401 

CONGRESSMAN FILNER TO DEPARTMENT OF VETERANS AFFAIRS 

Questions from The Honorable Bob Filner 

Mr. Secretary, last year in an exchange of correspondence with our former Chairman, 
Sonny Montgomery, you clarified that the VA is the lead policy-making agency for the 
Montgomery GI BiII- Active Duty. With that in mind, I would like to ask a series of 
questions that are my attempt to understand ~ the Administration budget did not 
include increases for education programs administered by your Department. 

Question 1: By what percentage has the average total cost of a four-year education 
increased since the Montgomery GI Bill was implemented in 1985? 

Answer: Between the 1985-86 academic year and the 1995-% academic year the tuition, 
fees, room, and board at the average four-year college increased by 94.5 percent. These 
figures were calculated from data in the 1995 Digest of Edllcation Statistics and data from 
the College Board that appeared in the Cllronicle of Higher Education on September 2, 
1996. 

Question: Same for a commuting student. 

Answer: We do not have data concerning the transportation costs incurred by a 
commuting student in 1985-86, and so are not able to estimate the amount of the 
increase in education costs incurred by a commuting student between 1985-86 and 1995-
%. However, we can state that the commuting student incurred education costs in 
1995-% that were approximately 83 percent of those incurred by a resident student. 
This figure was derived by comparing the basic benefit payable with data from the 
College Board that appeared in the Chronicle of Higher Edllcation on September 2,1996. 

Question 2: When the Montgomery GI Bill was implemented in 1985, the Iotal basic 
benefit under the program was $10,800. What was the maximum benefit available at 
that time for a single veteran under the Vietnam Era GI Bill? 

Answer: The maximum benefit available at that time for a single veteran under the 
Vietnam Era GI Bill was 45 months of full-time training at the monthly rate of $376, or 
$16,920. When the Montgomery GI Bill was implemented in 1985 education benefits 
were available to veterans training under the Post-Vietnam Era Veterans' Educational 
Assistance Program (YEAP). At that time the maximum benefit available was 27 
months at $300 per month or $8,100. 

Question 3. What payments were available for dependents under the Vietnam Era GI 
Bill? 

Answer: Under the Vietnam Era GI Bill, veterans received a higher monthly payment 
for each dependent. At the time the Vietnam Era GI Bill ended on December 31, 1989, 
veterans in full-time training received an additional $72 per month for the first 
dependent, $62 per month for the second dependent, and $32 per month for each 
additional dependent. There are no payments available for dependents to veterans 
training under the Post-Vietnam Era Veterans' Educational Assistance Program. 

Question 4. What percentage of average total four-year education costs were covered 
by the Vietnam Era GI Bill in 1985? 

Answer: A single veteran who received $376 per month for each of the nine months of 
the 1985-86 academic year while attending an average four-year educational institution 
would have had 62 percent of his or her tuition, fees, room, and board covered by 
Vietnam Era GI Bill payments. A veteran who received $300 per month for each of the 
nine months of the 1985-86 academic year while attending an average four year 
educational institution would have had 49percent of his or her luition, fees, room, and 
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board covered by Post-Vietnam Era Veterans' Educational Assistance Program 
payments. These percentages were calculated by comparing the total amount payable 
for nine months with the cost data for the 1985-86 academic year in the 1995 Digest of 
Educational Statistics. 

Question 5. What percentage of those same costs were covered by the Montgomery GI 
Bill basic benefit in 1985? 

Answer: Assuming that a veteran qualified for the higher basic benefit of $300 per 
month and received that benefit for each of the nine months of the 1985-86 academic 
year while attending an average four-year educational institution, he or she would have 
had 49 percent of his or her tuition, fees, room, and board covered by the Montgomery 
GI Bill. This percentage was calculated by comparing the total amount payable for nine 
months with the cost data for the 1985-86 academic year in the 1995 Digest of Educational 
Statistics. 

Question 6. What percentage of the same costs were covered by the MGIB basic benefit 
in 1995? 

Answer: Assuming that a veteran qualified for the higher basic benefit of $416.62 per 
month and received that benefit for each of the nine months of the 1995-96 academic 
year while attending an average four-year educational institution, he or she would have 
had 31 percent of his or her tuition, fees, room, and board covered by the Montgomery 
GI Bill. This percentage was calculated by comparing the total amount received with 
the costs calculated by the College Board that appeared in the Chronicle of Higher 
Education on September 2, 1996. 

Question 7. In your FY 1998 budget proposal to OMB, did you include a request to 
increase the basic benefit paid under the Montgomery GI (Jill? If yes, what percentage 
increase did you request? 

Answer: By statute the Montgomery GI Bill monthly rates are increased annually based 
on the annual increase in the Consumer Price Index. Our proposal to OMB included a 
2.9 percent increase based on the estimated annual increase in the Consumer Price 
Index. 

Question 8: When was the last time an Administration requested an increase in the VA 
education program for surviving spouses and children? 

Answer: The last rate increase in this program went into effect on January 1, 1990. The 
Administration had requested such an increase in 1989. 

Question: In this budget filled with expanded education assistance, why can't I find a 
long overdue increase in education benefits for the widows and orphans of those who 
die in service to their country? I sincerely do not understand why these people are not 
one of our very highest national priorities. 

Answer: We acknowledge that the buying power of Survivors' and Dependents' 
Educational Assistance has been continuously eroding since the last rate increase due to 
the rising cost of education. However, we have been unable to identify a source of 
savings in other veterans programs to fund an increase in Survivors' and Dependents' 
Educational Assistance as required by Congressional Budget Act scorekeeping rules. 

Question 9: For at least 4 or 5 years, the Education Service has tested and proposed a 
system which would greatly simplify the system now used by veteran students to 
comply with the requirement that they certify their school enrollment monthly. The 
current .ystem of card. mailed by the student to the V A hM been fraught with 



403 

annoyances for all concerned. The plan the VA explored would enable vets to certify 
simply by using a touch tone telephone. 

The cost of this modernization is minimal and the return is huge. Why isn't the funding 
included in the budget? 

Answer: The project to allow veteran students to certify their enrollment by touch tone 
telephones was tested in the early 1990s. Although initial testing indicated that this 
automated method could be accomplished, further funding was not then available to 
complete the project. 

We have continued to explore an alternative means to handle veterans' self certification 
utilizing telephone technology as well as installing toll free telephone service into our 
education regional processing offices . In January 1997, we began a pilot of toll free 
telephone service in St. Louis for V A education inquiries for the States of Missouri and 
Illinois. As a part of the pilot, we plan on using an interactive voice response system to 
answer frequently asked questions automatically or route the call to a veterans benefit 
counselor. Phase two of this pilot will include touch tone telephone certification by 
students. At the successful conclusion of phase two we anticipate nationwide 
installation. 

Specific funds were not identified in the budget for this initiative as this service will be a 
part of our recurring telecommunications cost. 

Question 10: In the vocational rehabilitation and counseling section, the budget .tates 
that you will streamline and simplify eligibility processing, purchasing and subsistence 
allowance award procedures. How and when will you accomplish these goals? I need 
more details. 

Answer: We will streamline and simplify chapter 31's eligibility process by transferring 
the process from Adjudication to Vocational Rehabilitation and Counseling. This will 
eliminate 3-4 cross-referrals and improve timeliness. Many stations have already made 
this change, with resulting improvement in timeliness. A part of the VR&C reinvention 
effort, we expect to achieve nationwide implementation by July 1998. 

The International Merchant Purchase Authorization Card (IMPAC) is assisting us to 
streamline and simplify purchasing. We will implement this tool fully, including 
expanded use across VR&C sites and expanded types of use by January 1998. Our 
objective is to remove every restriction on IMPAC's use which appropriate internal 
control and fiscal responsibility will permit. 

Presently, seven (7) types of subsistence allowance awards require more than one 
signature; our objective is to change this requirement by April 1998 to only one 
signature. We will ensure against fraud by adequate audit samples, and we expect this 
change to result in more timely awards and elimination of unnecessary cross-referral 
and duplicative efforts. 

Question 11: The budget also notes that revised qualification standards for counseling 
psychologists, vocational rehabilitation counselors, and vocational rehabilitation 
specialists will be fully implemented. 

I would appreciate it if you would brief me on your proposed changes before they are 
implemented. These individuals generally require specialized training and skills -- and 
I want to see that the .killlevcl is being maintained. 

Answer: On March 24, 1994, the Secretary approved the new qualification standards 
for the Vocational Rehabilitation Specialist and Counseling Psychologist pD"itions. The 
new standard raised the educational requirement to a doctorate degree for the 
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Counseling Psychologist positions. This standard is fully implemented. The standard 
for the Vocational Rehabilitation Specialist, which upgraded the minimal educational 
level to a master's degree, raised several concerns as to the impact this new standard 
will have on existing personnel. In July, 1996 following an advisory opinion from the 
Office of Personnel Management (OrM), V A created a new position--the Vocational 
Rehabilitation Counselor (VRC) in the 101 series and transferred the upgraded 
qualification standards to this series. The VRC position has been implemented for new 
employees. However, moving existing qualified personnel into the VRC 101 series is 
complicated and requires that labor-management partnership conditions be met. V A is 
working towards fulfilling these requirements and issuing implementing instructions. 

We share your concern that only appropriately trained personnel deliver vocational 
rehabilitation services to disabled veterans. We assure you that the new qualification 
standards guarantee that only highly trained professionals may be hired or transitioned 
into counseling psychologist or vocational rehabilitation counselor positions. 

Question 12: The budget states that V A will continue to provide effective transition 
assistance services to separating service members, especially those separating with 
disabilities. 

I was under the impression that D-TAP, the transition program for disabled vets, was 
all but defunct because of inadequate staff and travel money. Did I misunderstand the 
situation? Are VR&C personnel still participating in a significant way in the TAP 
program? 

Answer: VR&C personnel are still involved in providing transition services to disabled 
servicemembers. We focus our efforts on servicemembers in hospitals or medical 
holding companies. Veterans Benefits Counselors give the general benefits information 
in transition briefings to separating servicemembers and they do include the vocational 
rehabilitation program in their briefings. Any servicemember wishing to talk directly 
to a VR&C staff member is given an appointment for that purpose. 

Question: A member of my staff was told at a recent conference that school officials 
who work with their disabled veteran students often have trouble deciphering the 
payment documents they receive from V A for these students. 

Are you aware of this problem and, if so, what steps are being taken to clarify these 
documents? 

Answer: We were not aware that this was a major problem for school officials. The 
difficulty in deciphering payment documents may arise when a school bills V A for 
chapter 31 students. A portion of the bill may be disallowed because of an 
unauthorized charge. A check is issued to the school, but there is not an itemized 
description of what has been allowed or disallowed and that can cause confusion. 

We have asked the case managers who work with our training and rehabilitation 
facilities, to contact the responsible facility officials when a charge is in question. Our 
case managers maintain a close working relationship with facility officials so that 
questions and confusion may be minimized. 

Question 13: The Independent Budget recommends that we enact a cost-of-Iiving 
adjustment for compensation and indemnity compensation. 

Do you support this recommendation? I have some reservations - only because I believe 
that the Committee review of compensation and D-I-C associated with the annual 
increases is worthwhile. What are your thoughts? 
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Answer: The President's budget includes a proposal to enact a cost of living adjustment 
for all compensation beneficiaries, including DlC spouses and children, at ihe same 
percentage as Social Security recipients will receive, which is currently estimated at 2.7 
percent, effective December 1, 1997. We believe that, in order to fulfill our commitment 
to veterans and their survivors, compensation payments should be increased each year 
in order to counter the effects of inflation. 

We do not interpret the Independent Budget as proposing legislation providing 
automatic COLAs in compensation. 

Question 14: Your budget projections related to the timeliness and quality of VBA 
service delivery are very impressive. In order to "realize this vision" (this is the 
thematic phrase used throughout the budget documentsl, however, many changes and 
improvements must be made - including a lot of personnel training and retraining and 
extensive and expensive upgrading of information technology. 

Does this budget include funds sufficient to guarantee that your "vision" will be 
achieved? That the retraining will be provided and the necessary technology installed? 
If not, what are the weakest areas. 

Answer: The exact results for 2002 cannot be guaranteed, but VBA is committed to this 
project and if provided with the requested resources will accomplish the overall 
mission of Business Process Reengineering (BPR). This mission includes the training 
and retraining of personnel as well as the information technology initiatives presented. 
The estimates included in the 1998 rr~sident'" Budget repr~sent our best effort at 
projecting future events. Regional and Central Office personnel together with an 
outside contractor created a computer based model to simulate work flow changes 
resulting from the successful implementation of the reengineered claims processing 
system described in the budget. 

Sufficient funds to accomplish the BPR Vision are included in the five-year budget 
estimates. These estimates should hold true provided none of the underlying 
assumptions change. Workload assumptions could present the largest discrepancies 
and are the most difficult to predict. The number of claims filed by veterans is one 
variable beyond our control. We are careful to consider all the information available to 
us when developing workload estimates, but other variables may be introduced at any 
time. A change in legislation, for instance, may create a significant increase or decrease 
in our projected workload. Recognizing this issue, the simulation model can 
accommodate changes and anticipated changes to workload and provide us with 
revised estimates as these issues arise. 

Question 15: I want to compliment you on the Cemetery System budget. I'm very 
pleased to see that the construction of several new V A cemeteries is provided for in 
your request. OUf nation has a sacred responSibility to ensure that our deceased 
veterans rest in peace and beauty and dignity - and this budget will help ensure that we 
need that commitment. I thank you for that. 

Question 15 did not require an answer. 

Question 16: I was frankly disappointed that the budget request didn't include the 
funding necessary to reestablish VA's adjustable rate mortgage (ARM) program. I get 
countless inquiries about this program, 

Did you include the ARM funding in your request to OMB? If not, why not? 

Answer: V A did not propose legislation to authorize the guaranty of adjustable rate 
mortgages (ARMS) in the President's FY 1998 Budget. When authority to guarantee 
ARMS expired at the end of FY 1995, the Congressional Budget Office (CBO) estimated 

39-302 97 - 14 
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the one-year cost of extending the authority at $36 million. It is generally accepted 
within the real estate lending industry that ARMS have a higher level of foreclosure 
than fixed rate mortgages. Therefore, CBO est imated a greater amount of subsidy 
appropriation would be necessary for these particular loans. 

It is clear that ARMS afforded veterans an additional fina ncing option that was utilized 
to a great extent (approximately 20 percent of all loan activity in FY 1995). However, it 
was decided within the Department that there were more critica l funding requirements 
for veterans. Offsetting savings from other veteran programs Were not available to pay 
the increased costs of ARMS. 

Question 17: I know the entire government is concerned about the effect of the arrival 
of the year 2000 on computer systems. Where is V A in the process of accommodating 
this unique situation. 

Answer: We are taking numerous steps to ensure that VA's information systems will 
provide uninterrupted service supporting benefits delivery and medical care. V A's 
Chief Information Officer (ClO) is closely working with the Administration-level CIOs 
in leading our Year 2000 efforts. We recently completed a Year 2000 Readiness 
Assessment of the major V A organizations. Over 80 information systems' professionals 
and managers were interviewed in Washington, IX and various field locations, 
including the Austin Automation Center, Benefits Delivery Centers, and medical 
centers. 

We assessed nur r(!adinc~s, plans, testing mClhodnlngic!l, cuntingencies, inventories, 
and cost estimates. The Readiness Review focllsed on National Cemetery System 
(NCS), V Ns Austin Automation Center (AAC), Veterans Benefits Administration 
(VBA), Veterans Health Administration (VHA). Our findings and Year 2000 activities 
are summarized below. The use of the term "Year 2000 compliant" means that 
information systems will function correctly with dates beyond 1999. 

National Cemetery System (NCS) 

The information systems supporting NCS are fully Year 2000 compliant. 

Austin Automation Center (AAC) 

The AAC has been addressing the Year 2000 since 1991 through planning and the 
required conversion of software. Almost 70 percent of production applications are Year 
2000 compliant. The AAC plan is to have all systems compliant by September 1998. 

Veterans Benefits Administration (VBA) 

VBA has also been addressing the Year 2000 since the early 1990s. In 1991, VBA 
completed an initial analysis of all application systems to determine the extent of the 
problem. In 1993, work began on fixing our debt management systems, and in 1995 
work began on making our Insurance system compliant. 

In 1996, VBA set up a dedicated project team to manage the Year 2000 effort. A project 
manager was appointed, a team chartered, and the first draft of our Year 2000 plan was 
prepared. 

VBA is currently in the Renovation phase of our Year 2000 project. Currently 15 
percent of our inventory of approximately 158 applications is Year 2000 compliant. 

a. V A will acquire contractor services to lead a Project OverSight Team (POT). 
Representatives from Veterans Benefits Administration and the Office of 
Management will be full-time members of this team responsible for the day-to-
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day oversight of VBNs Year 2000 project and will validate the quality of 
completed tasks. The POT will provide briefings to the Under Secretary for 
Benefits and the Assistant Secretary for Management (monthly) and tn the 
Deputy Secretary on a quarterly basis. 

b. In May 1997, the Project Oversight Team will conduct a program review to 
determine all activities that need to be completed within the scope of the Year 
2000 conversion project. The POT will review the status of VBA Year 2000 code 
conversion work completed, in progress and yet to be accomplished . The 
contract that supports the POT will extend through completion, validation and 
testing of all Year 2000 tasks. 

c. Following the assessment of the status of the VBA lines of code, a findings 
report, an action plan and a proposal for the level of effort required to complete 
Year 2000 recoding activities will be issued in August 1997. 

d. Project Task Teams (PIT) have been assigned to convert the code in all VBA 
systems. PITs consist of V A staff and contractor support sufficient to ensure that 
the Year 2000 code changes are completed by December 1998. The level of effort 
for the PITs will be revised once the contractor assessment is completed and the 
action plan approved in mid-August 1997. 

VBA has set a goal of completing all recoding tasks no later than December 1998. The 
testing and verification of all applications will be completed no later than June 1999. 
This will allow six additional months to resolve unanticipated problems so that all 
operating systems, applications and third-party products, as well as hardware and 
software platforms are compliant by December 1999. We are working diligently to 
resolve the Year 2000 problems to ensure that no veteran or beneficiary check will be in 
jeopardy. 

Veterans Health Administration (VHA) 

The primary information system supporting VHA's medical facilities is the 
Decentralized Hospital Computer Program (DHCP). All national DHCP applications 
use MUMPS (Massachusetts General Hospital Utility Multi-Programming System) 
programming language. ANSI (American National Standards Institute) standard 
MUMPS or M language is Year 2000 compliant. 

However, we must verify that programmers followed standard development and 
programming conventions. VHA is developing a plan to analyze the entire DHCP 
product line portfolio, to confirm that DHCP applications are Year 2000 ready. VHA's 
goal is to complete any necessary code conversions by May 1998. 

VHA has begun development of a plan that includes schedules and contingencies 
necessary to mitigate VHA's Year 2000 impacts but has not completed an overall, 
comprehensive plan. The comprehensive plan will address such areas as biomedical 
equipment currently in use at V A medical facilities; especially those that input patient 
data into DHCP systems. This plan will detail how the VHA Year 2000 Project Office 
will support and assist VHA's 22 Veterans Integrated Services Network (VISN) offices 
in their efforts to achieve compliance throughout the medical facilities in their 
networks. The plan will be completed by April 1997. 

V Ns organizations have developed detailed systems inventories, testing 
methodologies, individual project plans and contingencies. Our inventories and plans 
include such key elements as estimated lines-of-code, number of modules, operating 
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systems and commercial-of-the-shelf (COTS) packages. Additionally, the individual 
systems and COTS inventories include assessments of Year 2tXXl compliance. 

We are also working with the Year 2000 Interagency committee chaired by 
Ms. Kathy Adams. We will be working with the Office of Management and Budget and 
other appropriate agencies to resolve potential issues with biomedical equipmeni. We 
are confident that VA information systems will be well prepared for the coming 
millennium. 
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HONORABLE FRANK Q. NEBEKER 
U.S. COURT OF VETERANS APPEALS 

QUESTIONS FOR THE RECORD 
FROM 

HONORABLE BOB STUMP 
CHAIRMAN 

1. What portion of the FY 98 budget request is for computer equipment? 

A: The Court plans no major computer equipment purchases in fiscal year 1998. The Court has 
programmed $45,000 for emergency replacement purchases to ensure that its operations are not 
affected by hardware malfunctions or breakdowns. 

What is the purpose of these computers? 

A: The Court's computers continue to be used to provide current and archival case management, 
including docketing, suspensing, document generation, and statistical reporting; Courtwide 
internal communication tluough electronic mail; internal and external electronic legal research; 
electronic dissemination of precedentiai decisions; personnel and payroll transactions; 
acquisition transactions; and financial management. 

Where will these computers be located? 

A: They are located at the workstations of nearly all Court personnel, on the public office 
counter, and in the systems manager section. 

Are any government-funded personal computers located in the homes of the Court's judges 
or staff? 

A:No. 

2. What is your opinion ortbe requested increase for the pro bono program? 

A: 1 do not have sufficient facts to form an opinion. However, [ understand that Program staff 
was reduced when wind-down of the program seemed necessary. Since then, the Program has 
sought many extensions of time to permit initial screening of cases for possible pro bono 
representation. 

3. In your opinion, would it be feasible for a local law scbool to initiate an accredited course 
or courses in veterans law? 

A: Feasibility depends on student interest, and the Court has no way of determining such interest. 
It should be noted that veterans law is an intensely regulated and specialized field which has not 
proven to be particularly lucrative because of the statutory restrictions on legal fees. Local law 
schools have intern programs (for credit), and the Court has had a number of student interns 
working in judges' chambers. 

4. In your budget request, in reference to an increasing number of appeals filed, you state 
"an upward trend appears to be continuing." How much of an increase do you. expect in 
fiscal years 1997 and 1998, and to what would you attribute such an increase? 

A: The Court expects that new case filings in fiscal year 1997 will show an increase of 18% over 
fiscal year 1996 filings. That is attributable to a significant increase in the number of BV A 
decisions denying some or all of the benefits sought. Any increase in new case filings for fiscal 
year 1998 will depend on the extent to which this BY A trend continues. 

5. A recent increase in BV A productivity has generated an increase in the number of 
appeals filed with the Court. From fiscal year 1995 to fiscal year 1996, the Dumber of 
appeals increased from 1279 to 1620 (up 27%). How many decisions did the Court issue in 
fiscal years 1995 and 1996? 
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A: The Court terminated 1168 cases in fiscal year 1995 and 1252 in fiscal year 1996. 

6. In fiscal year 1995, tbe average case decision took 393 days. Currently, wbat is tbe 
average time for a case decision? 

A: In September 1996, the average case took 386 days from notice of appeal to decision. 

7. In a February 4,1997 letter to me, you indicated tbat tbere were 1438 cases awaiting 
decision by tbe Court. On Marcb 31, 1996, there were approximately 1200 pending cases. 
Do you anticipate a continued increase in tbe number of cases pending at tbe Court? 

A: My February letter indicated that there were 1438 cases awaiting decision as of June 1996. At 
the end of fiscal year 1996, there were 1632 pending cases. It should be noted that only about 
10% of pending cases are awaiting decision by judges. The vast majority are awaiting filings by 
the parties·-primarily by V A counsel. In answer to your question, I anticipate a continued 
increase in the number of those cases unless and until the funding, staffing, and effectiveness of 
the V A appellate litigation staff are improved. 

8. How many cases have been pending for more tban one year? 

A: As of March I, 1997, there were 310 cases pending for more than one year. Cases are 
sometimes held, at the request of the parties or on the Court's own initiative, awaiting a 
controlling decision in another case before this Court or a superior tribunal. For example, a 
number of cases were held awaiting decisions by the U.S. Court of Appeals for the Federal 
Circuit and the U.S. Supreme Court in Gardner v. Brown. In addition, some cases are stayed at 
the parties' request to permit such actions as the reopening of a claim at the regional office or the 
BVA Chairman's decision on a motion for reconsideration. Many others are delayed at the 
request of one or both parties. 

9. How many cases have been pending for more than three years? 

A: Seven. Three are awaiting controlling decisions in other cases before the Court and in the 
U.S. Court of Appeals for the Federal Circuit, all at the request of the appellant. One was 
delayed for 2Y, years awaiting a Federal Circuit decision on an appeal from this Court 's decision. 
The o thers experienced several delays at the request o f one or both parties. 

10. Last year, in response to Congressional inquiries, the Court submitted a legislative 
proposal which would reduce the number of associate judges from six to four. In your 
February 4, 1997, letter, you transmitted an identical proposal to reduce the size of the 
Court. Do you need to fill the associate judge vacancy this year to keep up with the 
workload? 

A: The Court is presently able to manage its workload, but the workload is increasing. The 
decision to fill the vacancy created by Judge Mankin's death is for the President and the Senate. 
However, I point out that an even number of judges on a collegial court can often produce a tie in 
an important case, a factor which, in the Court or Veterans Appeals, would impede the 
development of veterans benefits jurisprudence. 

11. Has individual judge productivity declined as a result of the current vacancy 00 the 
Court? 

A: Judge Mankin's death in May 1996 coincided with an increase in the number of appeals filed 
in the Court. The total number of cases terminated since then must be divided by six, rather than 
seven. This calculation reveals that there has been no decrease in individual judge productivity. 

12. How does the Court's workload and productivity compare with other federal appeals 
courts? 

A: As of June 30,1996, U.S. courts of appeal had 236 cases pending for each authorized 
judgeship. As of September 30, 1996, this Court had 233 cases pending per authorized 
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judgeship. 

13. What is the average numher of decisions produced by a judge per year? 

A: In fiscal year 1995, the Court's judges terminated 544 cases (both appeals from BV A 
decisions and petitions for extraordinary relief) on the merits, or 78 per judge. In fiscal year 
1996, the Court's judges terminated 599 cases on the merits by judges, or about 92 !'Or judge. 
These figures do not include nondispositive decisions on matters such as jurisdiction or the 
content of the record, or decisions on post-termination matters such as motions for 
reconsideration and review or applications for attorney fees under the Equal Access to Justice 
Act. 

14. How many or what percentage are precedent setting decisions? 

A: In fiscal year 1995, 82 terminations on the merits, or 15%, were precedentia!. In fiscal year 
1996, 92 terminations on the merits, or 15%, were precedential. In addition, on procedural issues 
such as jurisdiction, or on post-termination matters such as attorney fee applications under the 
Equal Access to Justice Act, the Court issued 25 precedential decisions in fiscal year 1995 and 
22 in fiscal year 1996. 

Because of the Court's continuing high pro se rate, we get large numbers of appeals with 
little or no merit. In such cases, we do not burden V A, the veterans service organizations, and 
the bar with published decisions which would confuse many as to whether they are precedentia!. 
We handle such cases through the single-judge decision process. Cases for which the single­
judge decision process is appropriate are those whose outcome is not reasonably debatable, 
which are clearly and unambiguously controlled by statute, regulation, or existing precedent, and 
whose underlying facts are relatively simple. See Frankel v. Derwinski. 1 Vet.App. 23 (1990). 
The use of this decisionmaking process has been beneficial because it permits the Court to 
concentrate resources on cases with merit. Accordingly, in those decisions' which do not add to 
the jurisprudence of veterans benefits, the Court issues prompt and more summary dispositions 
which, at the same time, permit the Court judiciously to build its jurisprudence with precedential 
decisions that will be of assistance. Of course, the single-judge process is also used when plain 
error in a BV A decision is apparent. 

15. In your written testimony, you discuss the Court's voluntary reduction of two FTE 
positions from the fiscal year 1997 level. Please describe the two positions which were 
eliminated. What is the estimated annual savings from this reduction? 

A: One staffattomey and one records management clerk, for an estimated savings of$85,000. 

16. What is your assessment of the quality of representation before the Court? 

A: Appellant representation, when it is obtained, is adequate and is improving as the Court's bar 
matures. The Secretary, too, is represented by many qualified attorneys in Professional Staff 
Group VII of the VA General Counsel's office. However, I understand that Group VII lacks 
sufficient staff and that the attorneys have extremely large caseloads. This affects the work of 
the Court because these attorneys, must perforce seek extensions of time to file the record and the 
pleadings for the Secretary. 

17. Is it accurate to state that the Court finds the Pro Bono program to be of assistance to 
the Court? 

A: Yes. It contributes to the reduction of the number of unrepresented appellants before the 
Court. 11s primary purpose is to help veterans generally and specifically in their individual 
representation. The benefit to the Court, by professional advocacy, is substantial but incidental. 

In connection with the representation of appellants, I recently became aware that V A 
itself has arranged for representation of pro se appellants in certain limited circumstances. The 
Winter 1997 issue of Tommy, the newsletter of the Veterans Law Section of the Federal Bar 
Association, contains an interview WIth David T. Landers, the recently retired Counselor to the 
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Assistant General Counsel for Professional Staff Group VII. In the published interview, Mr. 
Landers sets out the factors that V A considers important when evaluating a case, pending before 
the Court, for "merits" senlement. A "merits" settlement is defined by Mr. Landers as one in 
which "at least one issue on appeal is disposed of on the merits and the grant of some type of 
benefit (such as service connection, an increased rating, an earlier effective date) is directed by a 
stipulated agreement." The interview notes that "Professional Staff Group VII only negotiates 
with represented appellants unless the appellant is a pro se anomey. If a settlement with a pro se 
is deemed warranted, P[rofessional] S[taff) G[roup] VII arranges for representation, as was done 
in the Bond case [Bond v. Derwinski, 2 Vet.APp. 376 (1992)]." 

I realize that the Secretary has resisted funding of the Pro Bono Representation Program 
through VA itself, but surely if VA already arranges for representation in certain cases, the 
inconsistency becomes stark. 
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Follow-up Question from the 
Hon. Bob Filner from the Full Committee Hearing 

on the U.S. Court of Veterans' Appeals budget estimates 
for Fiscal Year 1998 Budget 

to the Honorable Frank Q. Nebeker 
February 27, 1997 

Q: Judge Nebeker, I'm pleased to see that your budget request includes a request for a 21% 
increase in the funding for the Pro Bono program. I agree with you that the 72% 
unrepresented appeals level is far too high. What elTect will this funding increase have on 
the Ulirepresented appeals percentage? 

A: I do not know what etTect it will have. However, the Court's records over the last few 
years show that, by the time of briefing in an appeal, the percentage of unrepresented 
appellants is down to approximately 50%. Representation through the Pro Bono Program 
plays a substantial, but not exclusive, role in reducing the percentage of unrepresented 
appellants by the time of briefing appeals before the Court. As I indicated in my testimony, 
the Pro Bono Program has provided its own supporting statement for its budget request, 
which the Court has submitted without comment as to its substance. You may wish also 
to direct the question to the Pro Bono Program. 
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CHAIRMAN STUMP TO u.s. DEPARTMENT OF LABOR 

HOUSE VETERANS AFFAIRS COMMITTEE 
Questions for the Record 

(Congressman Bob Stump) 

1. What is the effect of not having a separate funding line for TAP? 

There is no adverse effect from not having a separate funding line. 
Similarly, we have not been able to identify any definite advantage from 
having a separate line. In fact, VETS commits resources from a variety of 
"linea" such as Federal staff personnel and travel, DVOP!LVER staff personne l 
and travel related charges, NVTI training , costs related to printing and 
shipping of TAP manuals and a contract to provide workshop facilitator support 
in certain areas. 

2. Mr. Secretary, your budget contains a request of $157 million to fund 
OVOPa and LVERs. Title 38 is fairly specific in how you allocate those 
funds. Does the current formula prevent you from the most effective 
allocation of those resources? 

The current formula for allocat ion of OVOP staff is based on the population of 
veterans subgroups within each state. Once state allocations are made, VETS 
Directors have the flexibil ity to negotiate with Job Service Administrators 
for the assignment of DVQPs to specific local offices within the states. The 
LVER formula, on the other hand, is mo re prescriptive as it relates to 
spec ific assignment of LVERs to l oca l offices. This limits the flexibility of 
VETS and Job Service to negotiate the assignment of LVERs to address certain 
workload demands (e .g., TAP sites) or target resources to serve the veteran 
subgroup populations most i n need of assistance (disabled, minority, female , 
young and recently separated veterans). During the course of each fiscal year 
VETS conducts q".J.ar terly budgetary ad j ustments which allow for r e capture and 
redistribu tion o f unspent funds to meet DVOP/ LVER staffing needs in various 
states. 

3. Last year, the Committee fenced funding for 10 positions to be used for 
USERRA enforcement. What is the status of those positions a nd will you 
require addi tonal PTE to absorb the added workload envisioned in HR 240. 
Congressman Mica's Veterans Employment Opportun ities Act o f 1997? 

The ten investigators have ye t to be appointed since they are new positions 
whi ch required classification. These positions have now been classified and 
we are currently in the process of announc ing the vacanc ies. We cannot 
project the number of veterans preference complaints that might arise if HR 
240 becomes l aw so we cannot say whethe r or not. there would be need for 
addi tional FTE . 

4. Please describe the outcomes projected for the 1998 budget . 

State Grant programs total $157,118, 000, 
Disabled Veterans OUtreach Program $80,040, 000 

will assist 156 , 000 veterans find jobs, i ncluding more than 7, 000 s pecial 
disabled ve terans. 

Local Veterans ' Employment Representatives $77,078,000 
supports 1, 339 positions, which will he lp 152,000 veterans find jobs, 
including more than 6,700 special dis abled veterans, 

Homel ess Ve terans ' Re integration Pro j ects $2,500, 000 
will support about 20 grants serving 4, 000 eligible veterans with more than 
2,000 being helped into jobs . 

Veteran!;" Employmen t Prograxs-Job Trailling Par:.:nership Act I VC $7,300,000 
wi ll support about 1 5 State g rants (competitive proc ess) and several 
discretionary pilot, research and/or demonst. rat.ion pro ject.s serving about 
4 ,000 eligible veterans served with more than 2,00 0 helped into jobs . 

Federal Administration $22,839,000 
Funds wil l support 254 positions. Emphasis on trans ition assista nc e 
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rights; working with States to promote use of personal computers and 
electronic tools by OVOP and LVER staff; and making sure priority of services 
is given to veterans. TAP: About 160,000 separating service members and their 
spouses will participate in TAP workshops. About 1,200 servicemembers' 
reemployment rights cases will be resel ved. 

National Veterans' Training Institute $2,000,000 
Sufficient to support the training of more than 1,400 veteran serV'ice 
providers. 

5. Please describe the outcomes projected for the Homeless Veterans 
Reintegration Project in the FY 98 budget. 

We project that more than 4,000 homeless veterans will be served by these 
projects and more than 2,000 will be helped into good jobs. 

6. Would you please describe how many of the veterans being placed by the 
state employment agencies are being placed by DVOPs and LVERs, and 
describe how important these people are to the state employment 
agencies. 

Of the 535,666 veterans that were helped into jobs by the public employment 
service system in PY 1995, 166,591 (31\) were helped by DVOPs and 160 ,795 
(30%) by LVERs. Similarly, of the 16,957 Special Disabled Veterans helped 
into jobs, 7,053 (42t) were helped by DVOPs and 6,670 (39t) by LVERs . DVOP 
and LVER staff are an integral part of the overall service delivery systems 
efforts and vital in efforts to provide the maximum of employment and training 
opportunities to veteran customers. DVOP's and LVER's also serve as the human 
connection between the public employment service system and the military 
services' separation centers, assisting about 60\ of the transitioning 
veterans beginning their re-entry into civilian life. 

7. Mr. Secretary, I am disappointed that the budget does not request 
sufficient money to fund the DVOPs and LVERs as specified in title 38. 
I am also aware that the appropriators have not done a good job in this 
area. Mr. Secretary, would you please describe the funding for DVOPs 
and LVERs and what outcomes you are projecting. 

Much of the requested information is provided in the response to question 
number 4 above. 

In addition, we are concentrating our staff resources on serving those veteran 
groups experiencing disproportionally higher unemployment rates (disabled, 
minority, female, recently separated and younger veterans). DVOPs will also 
focus attention on providing individualized job development assistance to 
disabled veterans enrolled in or completing a VA Vocational Rehabilitation 
training program. LVERs will ensure priority services are provided to 
veterans by the overall delivery system and monitor the Federal contractor job 
listings and referrals of special disabled and Vietnam era veterans to these 
openings on a priority basis. Both LVERs and DVOPs will continue to 
facilitate the delivery of TAP workshops at over 180 military installations. 
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CONGRESSMAN FILNER TO U.S. DEPARTMENT OF LABOR 

Follow-up Questions and Answers 
House Veterans' Affairs Committee 

(Representative Bob Filner) 

1. Mr. Secretary, first I want to say again how pleased I am that your budget includes 
funding for the Homeless Veterans' Reintegration Project and the National Veterans' 
Training Institute. These are worthy programs that should be funded. 

I also wanted to take this opportunity to put in a plug for the Veterans' Training 
and Employment Bill of Rights or 1997, H.R. 167. Among otber things, this measure would 
respond to the Independent Budget recommendation that we make it clear that veterans' 
readjustment, and related employment and training opportunities, are national priorities. 
H.R. 167 also accomplisbes the Independent Budget goal of clearly establishing veterans' 
priority for sen'ices in DOL programs. 

I am disappointed by the D-VOP and L-VER funding levels. Once again, the 
Administration has not respected the Congressional funding mandate for these very 
important programs. Is OMB the "bad guy" here? Did Secretary Reich request full 
funding for these programs? 

Statutory funding levels for the Disabled Veterans Outreach Program (DVOP) and Local 
Veterans' Employment Representative (L VER) program have not been appropriated in this 
decade. This is due to important bipartisan deficit reduction efforts between the Executive and 
Legislative branches of government. 

We share your positive viewpoint regarding the inclusion in the President's budget of funding 
specifically for the National Veterans Training Institute and the Homeless Veterans 
Reintegration Projects program. Overall, we believe this budget request affirms the 
Administrations' commitment to assist veterans, particularly the most disadvantaged veterans, in 
securing employment. 

2. Mr. Secretary, as you certainly appreciate, it is critical that you and your 
representatives be .fiill participants in the policy and decision-making processes at DOL. 
know you have insisted on this during your tenure and that Secretary Reich understood the 
importance of veterans' employment programs. 

I want to reinforce the Committee's expectation, and insistence, that VETS officials 
be primary players when decisions are being made about programs that affect our nation's 
veterans. Let me be clear here. I am not referring only to programs administered by 
VETS. If a DOL program affects veterans in lIII): way, even indirectly, Secretary Taylor 
must be at the table in all important discussions. 

Let me assure the Committee that this is the case. The Office of the Secretary has worked 
continuously to ensure that the ASVET is routinely invited to participate in the Department's 
policy-making processes. For examples, VETS officials designated by the ASVET are integral 
members of the Workforce Development Performance Measures Policy Committee and the 
related work groups that were convened by the Empioyment and Training Administration to 
guide the development of measures for the evolving One Stop Service Center system; VETS is 
involved in policy-making regarding the evolution of America's Job Bank, including decisions 
such as how federal contractors may satisfy the mandatory listing requirements of the Federal 
Contractor Program; VETS officials have been consulted on unemployment insurance program 
policy matters; VETS officials are routinely invited to provide input to the Office of the 
Solicitor on inter-departmental matters that may affect veterans, such as other Department's 
proposed legislation. You may be assured that the progress you acknowledge has already 
occurred is valued here and will continue. 
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MAJOR GENERAL JOHN P. HERRLING, USA (RET) 
AMERICAN BATILE MONUMENTS COMMISSION 

QUESTIONS FOR THE RECORD 
FROM 

HONORABLE BOB STUMP 
CHAIRMAN 

Committee on Veterans' Affairs Hearing - February 13, 1997 
Budget for Fiscal Year 1998 

I. General, please describe who has final responsibility for all funds raised and used to 
construct the WWII memorial. 

The fina1 responsibility for all fimda railed and used to collltrUct the WWlI 
Memorial nea aoIoly with the AmericaD BaUIo MoaumeatI CommiNion. Section 3 of the 
leablation (40 USC 1003) ItIteI, "Tbo AmericaD Battlo MODU"". CommissiOD ahal1 
aoIicit and accept privUo contributlona for the 1IIOIIIOIiIJ." Section I ItIteI, "Tbo 
AmericIn Bau10 MoaumeatI Commiaaioo .•. Is autborized to eatabIiab allllllllOrill ... ." 
And Section 4 provides Cor the c:reatioo of a ftmd in the Treuuay "wbich abaII be available 
to the American Bau10 MoIIUIIIeIIb Commialoo for the expeaaeI of eatlbHahi"l the 
memoriIl." 

The rcapoaaibility of the Memorial Advisory Board reprdiDa fiIIIda, u apecificd in 
SoctIoo 2.{ c Xl). Is only to. "in the 11IIIIIIII' apecified by the Commission. promote 
establish .... of the momoria1 and -raao cIooaIiooa ofprivato CODtributiooa Cor the 
IIIeIIIOriII; ••• " 

From the above, fina1 reapooaibility for fimda railed and used to collltrUct the 
WWlI Memoria1 is clearly that of tile AmericaD BaUIo Mooumenta Commiuion. 
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Response from the American Battle Monuments Commission to the 
FoUow-up Question from the Hon. Bob Filner 

from the FuU Conunittee Hearing on the 
Administration's YISQI Year 1998 Budget 

to MG 10hn P. Herrling, USA (Ret) 
February 13, 1997 

I. General Herrling, I have a special interest in your cemetery in the Pliilippines because I 
am privileged to represent the 50· Congressional District of California - which has the 
largest Filipino population of any Congressional District. 

What is the status of this cemetery? Is it weD maintained? Is adequate funding 
available to ensure its maintenance? 

a) The Manila American Cemetery and Memorial is the largest cemetery under this 
Commission's care. It is the interment site for the remains of 17,206 of our 
military Dead of World War n. including the remains of 570 Philippine Scouts 
who served with the U. S. Forces in the southwest Pacific region. An additional 
36,282 American War Dead are commemorated as missing in action, lost or buried 
at sea on the Tablets of the Missing at the cemetery's memorial. The cemetery is 
closed to future interments and disinterments, except for the remains of War Dead 
occasionally found on battlefield sites. 

b) On February 18-20, 1997, I completed my planned annual inspection of the 
cemetery and found it to be in superb condition. (The cOndition of the cemetery is 
illustrated by the attached photograph.) 

c) Funds for the operation and maintenance ofthe cemetery, both as appropriated for 
this fiscal year and as requested in the FY 1998 budget, are adequate to ensure the 
continuing level of exceUence this nation owes to our Honored War Dead, their 
families and the American image in the Pacific. 
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CHAIRMAN STUMP TO DEPARTMENT OF THE ARMY 

QUESTIONS FOR THE RFr.ORD FRQoI HONORABLE BOB STUMP CHAI RMAN 

Improved Appearance 

Question. Mr. Lancaster, despite an increasing workload, your budget for 
ArlIngton National Cemetery proposes a reduction of II FTE. The budget also 
proposes to lq>rove the overall appearance of Arlington. How do you propose 
to do this? 

Answer. The work previously performed by the Clvll Service employees wIll 
be performed by contractors. In addition, work: that was not able to be 
accomplished before will be inoluded in the existing contracts or new con­
tracts, such as headstone cleaning, tree and shrub maintenance and addi­
tional areas In the custodial services contract. While the contract cost 
wIll increase, the level of work will also be increased and the appearance 
of Arlington will be enhanced. The enhanced appearance will be noticeable 
in two specific areas, headstones and trees and shrubs. A new initative 
begun in Fiscal Y.ar 1997 to cl.an h.adstones by contract will b. doubl.d 
in FY 1998. The tree, shrub and herbicide application work done by con­
tract, b.gun in FY 1996 is being increased in FY 97 and FY 98. 

Land Acquisition 

Question. What are the land acquisition requirements to meet Arlington's 
master plan, and is the land available? 

Answer. The land acquisition requirements for Arlington to remain as an 
active cemetery into the 22nd century and to meet its master plan are as 
follows: 

Section 29 land transfer from the Department of Interior to the Depart­
ment of the Army, as directed by S.ction 2821 of Public Law 104-201, 
the National Defense Authorization Act for Fiscal Year 1997. The study 
specified in Section 2821 is und ..... ay. 

> Lands on Ft. Hyer from the Department of the Army to be determined at a 
future time, after the needs of Ft. Hyer for installation purposes a r e 
satisfied. 

Lands under the jurisdiction of the Department of Defense identified as 
the Navy Annex, which are currently in use and not available. 

These three parcels of land offer the best opportunities for Arlington t o 
expand and remain active into the 2200 century. 

Cost Comparison 

Question. Could you provide the Committee with a cost oomparison of 1n­
ground versus columbarium interment, with a special emphasis on land utili­
zation at Arlington? 

Answer. Arlington National Cemetery has a finite amount of land - 612 acres 
total f with 40 acres presently unused but under design for future develop­
ment as gravesltes. When that 110 acres 1s developed for in-ground inter­
ment, approxhately 24,000 new gravesites oan be made available, depending 
upon the location of roads and Walks. Ignoring the value of land required, 
the additionai cost of in-ground interment is about $510 per graveslte. 
This additional cost includes the cost of grave liners and headstones, but 
it does not include suoh annual or periodio costs as grounds maintenance 
and headstone oleaning. The columbarium at Arlington was originally con­
ceived to provide for inurnment of cremated remains for those veterans who 
lost their .ligibility for in-ground burial in 1967 as a result of chang.d 
burial regulations. Ignoring the value of the land required, the addition­
al columbarium cost 1s about $650 pe r niche. Th i s additional cost includes 
the cost of niche oovers, but does not include the annual cost of mainte­
nance. However, the cost of annual maintenance for each niche is signifi­
cantly less than the oost for each gravesite. The columbarium, at full 
development, will occupy 14 acres and produce up to 60,000 niches. 
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The Honorable Lane Evans 
Ranking Democratic Member 
House Veterans' Affairs Committee 
335 Cannon House Office Building 
Washington , DC 20515 

Dear Representative Evans: 
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PARALYZED VETERANS 
OF AMERICA 

Enclosed are answers to your follow-up questions from the February 27 , 1997, hearing 
before the House Veterans' Affairs Committee on the Department of Veterans Affairs 
(VA) budget for fiscal year 1998. We have answered questions 1 and 2, while Disabled 
American Veterans (DAV), author of the benefits portion of the Independent Budget, 
has already forwarded to you their answers to your other questions. 

As indicated in your letter, each answer is preceded by the original question and printed 
on legal size paper. 

We will be happy to answer any additional questions you may have, or provide other 
information you may need. We appreciate your support and thank you for this 
opportunity to make you aware of our concerns with the VA budget. 

~
incerel 

/ .. /:, .. w--
ichard B. Fuller 

National Legislative Director 

Enclosure 

80 1 Eighteenth Street. NW * W,lShl ngron. DC 20006 3 ~ 1 7 
(202) 872 -1 300 * (202 ) 4 16-7622 tdd * (202) 785 -4 4 '>7 fii X * WWW pv,lorg 

39-302 97 - 15 
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Question 1: The Independent Budget reports some V A administrators are "making many much 
needed structural and operational changes to improve the quality and efficiency of V A health 
care services." What structural and operational changes are being made to improve quality and 
efficiency of V A health care services and where are these changes being made? Are these 
changes repeated at other V A facilities? 

Answer: V A has come to recognize that if it wants to remain a competitive health care player it 
must provide care in a manner that is attractive to its users. As a result, changes to improve 
quality and efficiency of V A services are being implemented both system-wide and in individual 
VA medical centers (VAMCs). 

The following are some examples of system-wide reforms: 

As part of its goal to shift from a hospital-based delivery system to one that supports 
more outpatient care, V A is implementing a system-wide primary care program. V AMCs 
have set up primary care teams, like those used in private sector managed care 
organizations. Each veteran will be assigned to a primary care doctor or team who is 
responsible for managing their care. We share V A's optimism that this new primary care 
system will improve access, continuity and coordination of care, and the overall quality 
and efficiency of services. 

In the past, patients with medical problems or questions often visited VA facilities 
without appointments and waited in evaluation clinics for hours before they could see a 
provider. Now, most V AMCs encourage veterans to schedule appointments. This has 
improved efficiency as well as reduced waiting times at many V AMCs. 

VA has conducted patient satisfaction surveys to identify each VA facility's strengths and 
weaknesses. It has established customer service standards that tell patients how long they 
can expect to wait for V A services and what they should receive from employees with 
regard to courtesy, accuracy, thoroughness, and quality of service. For example, one 
national goal is to have veterans wait no longer than 30 minutes to see their doctors. 

Most V AMCs have implemented telephone advice lines. Nurses who advise veterans 
over the telephone resolve many issues previously handled only in person. This prevents 
veterans from making unnecessary visits to V A, and reduces V A costs. Scheduling has 
become more efficient, and many V AMCs have significantly reduced waiting times. 

V A has developed the largest spinal cord injury and dysfunction (SCIID) registry in the 
world. The database holds information collected from all V A SCIID patients on the 
services and supplies they receive. The registry assists V A in determining where patients 
receive services and what types of services they receive. It will also allow V A to better 
assess the future health care needs of the SCIID population. 

The following are some examples of innovations that have been implemented by individual 
VAMCs: 

The Atlanta, Georgia V AMC is creating a business office in the outpatient care lobby 
where veterans can complete all their administrative paperwork. 

The VAMC in San Antonio, Texas has implemented an automated patient reminder 
system. The system calls veterans with a recorded reminder about their pending clinic 
appointments. A feature allows veterans with a touch tone phone to cancel appointments 
when called. The system improves the efficiency of clinic scheduling by increasing the 
number of patients who keep their appointments and freeing up canceled slots for other 
veterans. 

To decrease hospital admissions, the Ann Arbor, Michigan VAMC pays for patients who 
meet certain criteria to stay overnight in a local hotel before a scheduled procedure or 
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appointment. This program has resulted in significant cost savings due to the low cost of 
a hotel stay (about $32 per patient) compared to the high cost of hospitalization (average 
of$550 per day). 

At the Washington, D.C. VAMC, telephone triage nurses call patients who do not keep 
their scheduled appointments and ask how they are feeling and why the appointment ,"as 
not kept. The no-show rate has been reduced from 30% to 20%. 

Recently, VA surveyed its medical centers to identify a sample of the most innovative practices 
related to ambulatory care. The results were published in VA Innovations in Ambulatory Care. 
The book is designed as a tool to share examples of innovative programs in V AMCs with V A 
ambulatory care managers who may be interested in implementing similar initiatives. 

In addition to being highlighted in the VA Innovations in Ambulatory Care, VAMC 
achievements have been recognized and publicized by state and national awards. For example, 
the Memphis Veterans Medical Center in Memphis, Tennessee recently was awarded the Greater 
Memphis award for quality, which recognizes Memphis businesses and institutions for their 
quality improvement initiatives. The award honored the Memphis V AMC for its successful 
efforts to improve customer satisfaction by reducing waiting times and providing better 
information to patients and families to help them make informed decisions about treatment 
options. 

Successful programs at V AMCs are often duplicated by other V AMCs or even implemented on a 
nationwide basis. However, what works in one medical center does not always work in another. 
Success depends on a variety offactors such as the types of patients served and the facilities' 
mission. Nevertheless, V A must continue to find ways to foster the sharing of information 
among V AMCs and encourage program innovations that will improve the quality and efficiency 
of care delivered to our nation's veterans. 

Question 2: The Independent Budget states, "VA's attempts to be cost-effective may in some 
cases be taking precedence over efforts to provide high-quality care to veterans." Please give us 
some examples of this. 

Answer: As budgetary pressures in V A continue to grow, V A administrators may be tempted to 
cut costs even at the expense of reducing the quality of services. Therefore, V A stakeholders, 
including Congress and the veterans service organizations, must diligently monitor the changes 
that are taking place in V A to ensure that veterans receive the high quality care they deserve. 

The following are some examples of how VA's attempts to be cost-effective may in some cases 
be taking precedence over efforts to provide high-quality care to veterans: 

In attempt to reduce costs, some V A networks and medical facilities have illegally 
restricted veterans' access to over-the-counter (OTC) medications and supplies. In fact, 
there even have been cases of veterans who were denied medically necessary OTC 
products for 100% service-connected conditions. Policies restricting access to OTC 
products contradict recent V A efforts to gain cost -efficiency and improve quality of care 
by increasing access to outpatient and preventive services. Many OTC products, such as 
aspirin and suppositories, are vital in managing chronic conditions like spinal cord injury 
or disease or high blood pressure, which, if left untreated, could become life threatening 
and more expensive to treat in the long run. If OTC drugs and products are not available 
through V A, veterans will incur higher out-of-pocket costs, and some may not be able to 
purchase the products at all. 

The Independent Budget Veterans Service Organizations (IBVSOs) have seen cases in 
which veterans with decubitus ulcers have been inappropriately discharged from hospitals 
into nursing facilities or their homes. While administrators may be tempted to discharge 
patients early in effort to reduce costs, patients who are inappropriately discharged often 
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need to be rehospitalized or develop secondary conditions, making care more costly in the 
long run. 

The IBVSOs have also seen cases in which hospitals, attempting to cut costs, have 
ordered low-quality durable medical equipment. For example, at the Houston, TX 
VAMC, the chief nurse in the Spinal Cord Injury Unit was directed by an administrator 
not to purchase Clinitron hospital beds, which are designed to prevent decubitus ulcers. 
This decision was directly related to the high cost of these beds. The chief nurse admitted 
that, since the SCI unit began using the lower quality beds, the SCI Unit has experienced 
an increase in the number of patients with decubitus ulcers. The problem has still not 
been corrected. 
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NATIONAL SERVICe and LEGISLATIVE HEADQUARTERS 
607 MAINE AVEN UE. S.w. 
WASHINGTON . D.C. 20024 

(202) 554·3501 

March 27, 1997 

The Honorable Lane Evans 
United States House of Representatives 
2335 Rayburn House Office Building 
Washington, DC 205 I 5 

Dear Mr. Evans: 

Enclosed are answers to your follow-up questions numbered 3, 4, and 5 related to the 
February 27, 1997, hearing before tbe House Veterans' Affairs Committee on the Department of 
Veterans Affairs (VA) budget for fiscal year (FY) 1998. The first two of your questions will be 
answered by the Paralyzed Veterans of America (PVA), the author of the medical care portion of 
the Independent Budget. 

As you requested, each answer is preceded with a restatement of the question to which it 
responds. The questions and answers are provided on a separate legal-size paper to conform to 
your printing requirements. 

Thank yOll for the opponunity to prescnt our views. We will be happy to provide 
additional infonnation or clarification should you need it. We appreciate your continuing support 
and your interest in these issues. 

Sincerely. 

~~~-
DAVIDW.OORMAN 

Executive Director 
Washington Headquarters 
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ANSWERS TO QUESTIONS FROM THE HONORABLE LANE EV ANS 
RANKING DEMOCRATIC MEMBER 

FOR THE INDEPENDENT BUDGET PANEL 
REGARDING FEBRUARY 27.1997, TESTIMONY BEFORE THE 

HOUSE COMMITTEE ON VETERANS' AFFAIRS 
ON THE DEPARTMENT OF VETERANS AFFAIRS BUDGET FOR FY 1998 

Question 3: "Please elaborate on your recommendation to reject an economic validation of the 
[Schedule Jor Rating Disabilitie.,] ." 

Answer: The Independent BudgetJor Veterans Programs: Fiscal Year 1998 (lB FY '98). 
discusses economic validation of the ScheduleJor Rating Disabilities as follows: 

Integrity of the Disability Rating Schedule 

Congress has delegated to the Secretary of Veterans Affairs the authority 
to adopt and readjust as necessary a schedule for rating of disabilities. Agencies 
exist because Congress is not equipped to establish specific rules requiring 
detailed knowledge and expertise in highly specialized areas. Thus. discretion is 
granted to V A to supply the details for programs authorized by statute. 

The integrity of the V A Schedule Jar Rating Disabilities is an area of 
special concern for disabled veterans. Formulation ofa rating schedule requires a 
great deal of special expertise and institutional experience in the intent and 
practical application of veterans' laws. In recognition that V A is far better 
equipped to understand the nuances and esoteric quantitative and qualitative 
properties of disability evaluation, Congress exempted the rating schedule. and 
any action of the Secretary in adopting or revising it, from judicial review. 
although it made all other rules adopted by the Secretary subject to such review by 
the courts. 

Currently. VA is involved in the complex and laborious process of 
updating and revising the various ponions of the rating schedule to take into 
account advances in medicine and all other factors that bear on measurement of 
disability. In this process, V A augments its own expertise by consulting with 
experts in related fields. Revision of the rating schedule also involves the 
participation of interested panies. as is required by law. 

The General Accounting Office (GAO) has undertaken a preliminary 
review to determine whether a comprehensive study of the economic validity of 
the rating schedule is indicated. In the absence of any indication that this is an 
issue of concern to veterans or that there are problems with the rating schedule, 
the IBVSOs [Independent Budget Veterans Service Organizations], and we 
suspect the veterans' community in general, question the advisability of this 
action. Given past experience. the veterans' community knows quite well that 
such economic validations are driven. not out of a concern for fairness to veterans, 
but rather to devaluate disability ratings. The IBVSOs submit that disability 
evaluation properly involves determinations of loss offunction and the 
corresponding levels of impairment. The economic measure of disability should 
be reflected in the rates of compensation. 

The current rating schedule is the product of many years of practical 
experience combined with special expertise and those valuable intangible 
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properties that cannot be surpassed by some highly theoretical formulation based 
on questionable economic premises and assumptions. In periodically reviewing 
and revising the rating schedule. as V A is now doing, V A is properly exercising 
the discretion granted it under the law as well as fulfilling its statutory duty. 
Further review of the rating schedule is unwarranted. Thus, the IBVSOs urge that 
Congress reject any suggestion to tamper with the rating schedule. 

IB FY '98 at 24-25. (footnotes omitted). 

We also agree with the V A 's reasons for objecting to economic validation of the rating 
schedule. GAO, VA Disability Compensation: Disability Ratings May Not Rejlect Veterans ' 
Economic Losses App. IV (1997) (GAO/HEHS-97-9). 

Question 4. " Please elaborate on the statement. ·However. Congress should reject 
recommendations that VA revise its rules to negate the Court ' s enforcement of claimants ' rights 
as contained in current rules.' H 

Answer: This recommendation in our testimony is from our recommendation in IB FY '98 
regarding the suggestion of the Business Process Reengineering (BPR) team that VA should 
undertake revision of its rules to override judicial interpretations of them. While V A rules have 
been invalidated by the courts in a very limited number of instances, the V A's current rules 
represent a long-standing interpretation of veterans law and Congressional intent. Indeed, 
Congress has discussed and generally approved of many of VA's rules and procedures. The 
Court of Veterans Appeals reverses and remands relatively high percentages of the decisions of 
the Board of Veterans' Appeals. Some, including the BPR team, have suggested that this is 
because, in its review, the Court interprets V A' s rules in a manner inconsistent with V A 's 
interpretation and that VA's rules are typically subject to multiple interpretations. We disagree. 
It has been our experience that the Court finds error in such large percentages of VA' s decisions, 
not because of any differences in interpretation oflhe rules. but simply because V A often fails to 
comply with its own rules. 

Our discussion of this issue on pages 58-62 of [B FY '98 is detailed and too lengthy to 
duplicate here. We invite your atlention to this discussion, however, for a full explanation of our 
views. 

Question 5: "Have you recommended specific performance standards to achieve improvements 
in VBA decision-making quality? Can you give us examples of specific performance standards 
to achieve improvements in VBA deci sion-making quality?"' 

Answer: In short. we believe that quality should be measured by: (I) whether the record was 
properly developed in accordance with V A' s statutory duty to assist; (2) whether the claimant 
was afforded all due process, (3) whether the decision followed from a thorough review of a ll 
relevant evidence and a proper application of all pertinent statutes, regulations. precedent. and 
agency directives; and (4) whether the reasons or bases for the decision were suffident for the 
claimant to understand how the evidence was evaluated and weighed and how the law was 
applied to the facts. In last year' s lB. we pointed to the contradiction in V A's finding of 
consistently high quality and the large percentages of cases found on appeal to contain errors. To 
demonstrate how ineffective V A 's current quality review is. we pointed to one example of an 
error seen regularly in V A decisions that is so fundamental it makes the decision invalid on its 
face but yet is apparently not detected in VA's quality review: 

An example ofa frequently seen error is the failure of the rating board 
member to weigh the evidence for and against the veteran to properly make 
factual findings. The foundation of any adjudicatory decision is proper 
consideration and evaluation of the evidence, for that determines the factual 
merits of the claim and its legal ourcome. Without thi~ , the decisional process is 
unquestionably and invariably fundamentally flawed. 

To asses the merits of a claim. the adjudicator must consider all of the 
evidence that bears on the issue and must apply the proper standard of proof. In 
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VA. the standard of proof is the "reasonable doubt" or "benefit of the doubt" rule. 
With this standard. the claimant prevails if the evidence for him or her is at least 
of equal weight as that against the claim: 

When, after consideration of all evidence and material of record in 
a case before the Department with respect to benefits under laws 
administered by the Secretary, there is an approximate balance of 
positive and negative evidence regarding the merits of an issue 
material to the determination of the matter, the benefit of the doubt 
in resolving each such issue shall be given to the claimant. 

38 U.S.C. § 5 107(b) (emphasis added). 

VA's regulation provides similarly: 

When, after careful consideration of all procurable and assembled 
data, a reasonable doubt arises regardi ng service origin, the degree 
of disability, or any other point. such doubt will be resolved in 
favo r of the claimant. By reasonable doubt is meant one which 
exists because of an approximale balance of positive and negative 
evidence. 

38 C.F.R. § 3. 102 (emphasis added). 

Several V A regulations repeat the charge that all relevant evidence must 
be considered. E.g., 38 C.F.R. §§ 4. 1 ("Over a period of many years. a veteran's 
disability claim may require reratings in accordance with changes in laws. medical 
knowledge and his or her physical or mental condition. It.;s thus essential, both in 
the examination and in the evaluation of disability. that each disability be viewed 
in relation to its hi story."); 4.2 (" It is the responsibility of the rating specialist to 
interpret reports of examination in the light of the whole recorded history, 
reconciling various reports into a consistent picture so that the current rating may 
accurately refleel the e lemen(s of disability prcsent."). In one of its earlier 
decisions. COV A [Court of Veterans Appeals) reinforced this principle as it 
applies in reopened claims. The Court held that once a claim is reopened with 
new and material evidence. VA "must evaluate the merits of the veteran's claim in 
light of all the evidence, both new and old." Manio v. Derwinski, I Vet.App. 140, 
145 ( 1991). The Court explained the essential nature of this rule: 

A confrary rule would inevitably lead to absurd results . A veteran 
who was clearly entitled to disability benefits could be denied 
those benefits solely because he presented his evidence in the 
course of two proceedings rather than one. Furthermore, the 
statutory requirement that the former disposition be reviewed can 
only be fulfilled if all the evidence is considered. V A regulat ions 
appear to recognize this need by slat ing that " [d)eterminations as to 
service connection will be based on review of the entire evidence 
of record ..... , 38 C.F.R. § 3.303(a). The new evidence may not 
be sufficient in and of itself, but it may be jusl enough, when all of 
the evidence is considered. to create an "approximate balance of 
the positive and negative evidence" which would entitle the 
veteran to the "benefit of the doubt." 38 U.S.C. § [5007(b») . 

Manio, I Vet.App. at 145. 

Yet, as clear as the law is on this point. and as hasic as this principle is, 
veterans service organization representati yes continue to observe that the great 
majority of rating decisions in reopened claims or BV A remands involve 
consideration of only the newly submitted or obtained evidence and contain no 
mention or discussion of prior record evidence whatsoever. As frequently. these 
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decisions make no mention of the benefit of the doubt rule. although COVA has 
held that VA must apply the benefit of the doubt rule or set forth clearly in the 
decision why it is inapplicable. E.g. Sheels v. Derwinski. 2 VeLApp. 512. 516 
(1992): Gilbert v. Derll'inski. I VeLApp. 49. 59 (1990). Obviously. however. if 
all the evidence was not c.onsidered, the benefit of the doubt rule could not have 
been applied. Such gross and primary errors and widespread trends should be 
easily detected in an etTective quality assurance process. 

IS FY '9 7 at 43-44. Unfortunately. thi s demonstrates also that VA simply has not been enforcing 
its own rules. We discussed the concept o f quality in generallenns in this year's IB: 

The IBVSOs strongly suppo rt C&P's effort to improve quality. Howcver. 
the Business Line Plan includes very Iiule in [he way of concrete measures to 
impose accountability. a vilal element of qua lily. The Business Line Plan 
includes training. A kno\':!edgcable workforce is. of course. a prerequisir l! to 
decisions that properl y analyze fac tua l matters and correctly appl y the law. There 
must. however, be a cl ear llnder5tanding by adjudicators that their future work 
will be scrutinized to ensure that training on such matters as judicial precedents 
and General Counsel opinions, for example, is being utilized in practice. There 
must be an effective quality control infrastructure staffed by highly 
knowledgeable employees who art' committed to enforcing quality standards. The 
criteria by which quality is measured must ensure that decisions conform to all 
requirements of law as included in statutes, regulations. judicial precedents, 
General Counsel opinions. manuals. and all other V;\ directives. Omiss ions of 
such elements as an ex planation of how the benefit of the doub t rule was ar plicd 
to the facts in the indi vidual case or an explanation of how specitic contentions o f 
the claimant or represcnuHi ve were addressed in the decision. lor example. should 
resull in the decision be ing rejec ted as erroneous on its face. Fina lly. there must 
be means by which to ~nforce accoulllabi lity. Performance evaluations must 
reward quality decisions and pcna li7t: fa ilure to adhere to quality standards. The 
goal of97% accuracy must be a goal o f genuine accuracy. If not. the BY A 
reversal and remand rates will continue to expose poor quality. as will poor 
customer satisfaction. 

There is little doubt within the veterans' community, that one of the 
greatest and earliest. challenges in accomplishing real improvement is char,ging 
the orientation and perspecti ve of adjudicators. The existing culture is one that 
has resisted change. The existing mindset is one that places tidelity to the letter 
and spirit of the law belo\\' personal belicfs about the merits of benefit programs 
and individual claims. Over the years. thcre has been a departure from the law in 
many areas. Adjudicators came to follow the unwritten rules that are conducive to 
the kinds of results the adjudicators personally believe to be the right result rathc r 
Ihan the one prescribed by law. Decisions by the Court of Veterans Appeals havc 
rejected many of these perversions of the law. For example. (he Court has 
rejected V A"s trearmen( o f testimony as mere argument instead o f tn!aling it as 
evidence as the law does. The Court has rejected V A's practice of not according 
any \-V'eight to lay statements from wimesses who ofTer [Jcts p.:: rtinent to claims. 
The Court has rejected V A's practice of arbitrarily denying claims for total ratings 
based on individual unemployability with catch-all. unsupported statements such 
as ''your disability does not preclude you from performing all kinds of work ." 
The Court has rejected the fairly common practice of selective reading of the 
record, \\'herc the adjudicator cites only the evidence that lends support to a ,denial 
while ignoring favorable evidence. The Court has ruled unlawful VA 's practice 
of reducing disability evaluations without observance of and adherence to rules 
protecting veterans against arbitrary or unJustified reductions. Such reduct ions 
are void ab initio. Just as institutional denial about quality problems has for years 
delayed the implementation ofa real prescription for solving C&P's ill s. 
continued denial that this mindsct and these practices exist within the currcnt 
culture will hamper VA's efforts to improve quality. There must be • .IO 

acknowledgment o f this problem and an effective plan to correct it or e lse the 
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other initiatives in C&P's Business Line Plan have little chance of success. Thus, 
there must be a genuine resolve to correct these problems at their root. and 
management must also be held accountable in the event real change does not 
occur. 

The IBVSO's repeat the recommendat ion in last year ' s Independent 
BlIdget that BVA decisions be used to measure and enforce quality standards. 
One way to make institutional denial more difficull . especially among rating 
board members, would be to change the way BV A writes its decisions. BV A now 
plays a patron role toward RO adjudicators, being careful not to be critical or 
render its decision in a context of reversing RO error. BY A intentionally avoids 
calling attention to the deficiencies or defects in RO decisions or record 
development that account for BV A reversal or remand in the case. This 
contributes to the misperception that rating board decisions are for the most part 
sound and that the BV A reversal or remand is merely the product of differences in 
j udgment. 

When the Court reverses or remands. it articulates precisely why the 
actions or inact ion ofBV A require it to do so. The Court specifies BV A 's errors, 
and there can be no mistake that BV A committed error. In turn, BV A is 
instructed on proper application of law and must be more careful to ensure its 
decisions conform to legal requirements. As a result, BV A has found it must 
allow a greater portion of cases than before the advent of judicial review, and 
veterans receive much better decisions, whatever the disposition. 

In its decisions, BV A should also specify the RO errors requiring the 
different outcome on appeal or requiring remand. This will serve as valuable and 
free instruction to RO adjudicators. It will confront them with the reality of their 
errors. It will make their errors known to management. It will provide a tool to 

measure perfonnance and enforce accountability. Statistical compilations and 
surveys could identify the worst problem areas, and training or other remedial 
measures could be targeted to these areas. BY A decisions might themselves 
become more Objective. 

Regrettably, the BVA Chairman has resisted such a change. As reported 
in the Independent Budget for FY 1996, the Chairman objected to BV A decisions 
which specify RO error because that would disturb the fraternity between BV A 
and ROs. The view that the fraternity between the Board and RO adjudicators is 
more important than quality decisionmaking is inconsistent with V A's staled 
vision for change. When interviewed for this edition of the Independent Budget. 
the Chairman 's response to this same suggestion was to the effect that BVA 
decisions specifying RO error were inadvisable because ROs do not pay any 
attention to what is stated in BVA decisions. The Chainnan's reasoning is 
necessarily illogical inasmuch as it uses existing shortcomings and lack of 
accountability as justification for taking no action to correct those shortcomings 
and lack of accountability. 

The IBVSOs strongly believe that BV A decisions should specify the 
errors in fact or law that account for BVA's reversal or remand. We recommend a 
legislative change to require this in BV A decisions if V A fails to include this in 
its quality control measures. 

In accordance with requirements in Public Law 103-446, the Chairman of 
BVA formulated performance criteria for Board members "to ensure that high 
standards of decisional quality and productivity are maintained." The criteria 
require demonstrated proficiency in all areas ofresponsibility. particularly legal 
writing and analysis. Sources of information on an individual member's 
proficiency include court reviews of the Board member's decisions, quality 
reviews, statistical data on quality and timeliness. and comments of supervisors, 
appellants and their representatives, and other interested parties. The IBVSOs 
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believe that similar meaningful performance standards and a process of oversight 
and accountability should be established for RO adjudicators. Performance 
should be tied to merit pay, promotion, and even retention consideration. 

IS FY '98 at 56-58 (footnotes omitted). 

VA's willingness to establish and enforce effective quality standards will determine the 
success of the BPR plan, because poor quality and VA's past failures to acknowledge and correct 
its quality problems are the primary causes for VA' s current troubles. 
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CONGRESSMAN FlLNER TO DISABLED AMERICAN VETERANS 

Question # I: "In the area of VB A issues, what do each of you consider the most 
critical areas of concern? Where should Mr. Quinn and I focus our energies?" 

Answer: The area of greatest concern related to VBA is the claims processing 
system. In recent years, large backlogs of predominantly compensation and 
pension claims have caused protracted delays in the disposition of those claims. 
This situation has delayed benefits for disabled and needy veterans. Elderly and 
ill disabled veterans have died before their claims could be properly decided, 
resulting in them not receiving benefits they were entitled to. 

The DAV has long maintained that the primary cause of this situation is poor 
quality in the claims decisions. The failure to correctly develop the record, to 
thoroughly review the evidence, or to correctly detennine factual matters and 
apply all pertinent law in the initial adjudication necessitates multiple 
administrative actions to properly dispose of the claim. 

While VA's past efforts to correct this problem have been disappointing, the DAV 
is encouraged by and fully supports VA's current plan to improve its quality and 
efficiency. VA's Business Process Reengineering Plan, incorporated in the budget 
submission, acknowledges poor quality as the cause of much duplicative work and 
a consequent overload on the system. This plan would improve quality through 
better training, better quality control, and accountability. 

The success of this plan will depend on many of the details for its implementation, 
yet to be worked out, and the availability of the necessary resources. We have 
urged Congress to support VA's efforts and provide adequate funding. We have 
cautioned, however, that the Administration's proposal to reduce staffing in the 
Compensation and Pension Service by a hundred FTE in fiscal year 1998 alone is 
inconsistent with the goals of improved and more personalized customer service 
envisioned in the plan. Although greater efficiency is a goal of the plan, even VA 
does not project attainment of that increased efficiency during the early years of 
its implementation. 

We have serious concerns about a related matter, the recommendations of the 
Veterans' Claims Adjudication Commission. Where VA's plan follows from a 
comprehensive and introspective review of its claims adjudication processes by 
professionals who were thoroughly familiar with the legal context and the work 
processes and who objectively isolated the weaknesses and inefficiencies, the 
Commission 's approach was highly theoretical; but worse, it was seriously flawed 
and misdirected. 

Congress created the Commission out of concern about large claims backlogs and 
resulting protracted claims processing times. The Commission's mission was to 
"[ c larry out a study of the [V A] systems for the disposition of claims for veterans 
benefits." The purpose of this study was to detennine: (I) "[t]he efficiency of 
current processes and procedures . .. and means of increasing the efficiency of the 
system. "; (2) "[m]eans of reducing the number of claims under the system for 
which final disposition is pending"; and (3) "[m]eans of enhancing the ability of 
the [VA] to achieve final detennination regarding claims under the system in a 



433 

2 

prompt and appropriate manner." Accordingly, the Commission was charged with 
studying the current processes and procedures with the goal of increasing the 
efficiency for the purpose of reducing the large backlog of currently pending final 
disposition and enhancing the systems ability to dispose of claims in a prompt and 
appropriate manner. 

Unfortunately, the Commission essentially ignored its statutory mandate. Instead 
of studying the dynamics of the work processes to identify the causes and 
solutions for the problems, the Commission pursued its own agenda, one totally 
beyond the scope of its authority and Congressionally assigned mission. 

After studying the composition of a population of veterans filing reopened claims 
and the typical subject matter of those claims, the Commission concluded that a 
large portion of the claims were claims for increased disability ratings by veterans 
already receiving compensation. The Commission also analyzed this population 
according to period of service, existing level of disability, and other 
characteristics. None of thi s had any cause-and-effect relationship to the 
efficiency of the processes and procedures, and the Commission made no attempt 
to show that the claims of a group from one period of service, or claiming one 
typical type of disability, took any more or less time than those of other groups. 
Rather, the obvious thrust of the Commission's analysis was to show that a large 
portion of these "repeat claims" were from what the Commission implicitly 
portrayed as less deserving veterans. For example, the Commission observed how 
many were peacetime veterans, how few were combat-related injuries, and how 
many were seeking increased evaluations for lower rated di sabilities. In other 
words, the Commission injected its own value judgments about the veterans and 
the benefits themselves rather than addressing the delivery system. 

The Commission arrived at several conclusions about the wisdom of allowing 
veterans to reopen claims, about VA's duty to assist, and about the benefits 
themselves. The Commission 's recommendations would solve the VA's problems 
by imposing restrictions on claims and benefits eligibility to reduce the future 
workload to a level compatible with current performance levels rather than seek to 
raise efficiency and performance to a level sufficient to dispose of the existing 
pending workload appropriately and to meet the future workload in a timely and 
appropriate man·ner. 

The Commission recommended that Congress consider several changes to the 
system and the benefits to limit veterans' access, rights, and eligibility: The 
Commission would change the system by: 

• relieving VA of some of its duty to assist 

• forcing veterans to accept lump-sum settlements for lower-rated 
disabilities and surrender their future rights to reopen their claims when 
their disabilities worsen 

• reducing veterans' appeal rights by reducing the time to appeal 
erroneous decisions from I year to 60 days 
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• reducing veterans ' appeal rights by reducing the types of errors the 
Board of Veterans' Appeals could correct 

The Commission would change the nature of benefits by: 

• eliminating the compensation eligibility of veterans who do not file their 
claims within a limited time period following service 

• eliminating the future eligibility for compensation and increased 
compensation by forcing service-connected veterans to accept lump-sum 
settlements based on the degree of their disabilities when rated at lower 
levels. 

The Commission made other recommendations based on findings that had no 
connection to the claims backlog or its causes. The Commission frequently 
offered only bare, sweeping assertions in support of its findings and 
recommendations as if these propositions were self-evident or as if the 
Commission spoke with such authority that its statements should be accepted at 
face value. Other of the Commission 's conclusions did not necessaril y follow 
from the data it cited and sometimes were not even suggested by it. Other 
statements were simply incorrect or involved incorrect assumptions, 
demonstrating a lack of understanding of the system on the part of the 
Commission. The DAV will be commenting on the fallacies in the Commission 's 
findings and recommendations in more detail in the future. 

The Commission's actions, in our view, constitute a serious disservice to 
Congress, to veterans, and to taxpayers, whose money was wasted in this 
misplaced exe rcise. 

We urge you to focus your energies on ensuring that VA is provided the resources 
necessary to implement its plan to improve claims adjudication; however, staffing 
levels in VBA should be at least maintained at current levels. The findings and 
recommendations of the Veterans' Claims Adjudication Commission merit no 
serious consideration. We strongly oppose them, and we urge you to reject them .. 

Question #2: "The tradition has long been thaI V A and veterans should not be 
adversaries - and that the V A should err on the side of the veteran when making 
tough decisions regarding issues such as benefits eligibility. Many of your 
comments and recommendations to the Congress seem to indicate that the quality 
of the relationship between the V A and veterans has eroded. Did I interpret your 
testimony correctly?" 

Answer: It was not intended that our testimony indicate that the quality of the 
relationship between veterans and V A has deteriorated. The long-standing 
tradition has indeed been that the claims process and the relationship between 
veterans and V A is not adversarial in the administrative proceedings. Moreover, 
that traditional relationship is prescribed in VA regulations and is inherent in VA's 
statutory duty to assist. 

On the other hand, the relationship between the veteran and V A is necessarily 
adversarial at the judicial review level. Some who have attempted to blame the 
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Court of Veterans Appeals for many of VA 's problems have argued that judicial 
review has had the negative effect of giving the administrative proceedings an 
adversarial flavor. I f that were true, it would indicate an inappropriate V A 
reaction, either as a result of resentment of veterans' ability to seek judicial 
enforcement of their rights or due to some incorrect belief by adjudicators that 
they must be guarded and can no longer deal with veterans in an open, candid, 
and helpful manner. Obviously, such a reaction would be entirely improper for 
either reason. 

The rules require V A employees to assist veterans in fully prosecuting their 
claims, with the veterans best interests in mind and with the goal of ensuring they 
receive all benefits to which they are entitled under law. In contrast, as you know, 
an adversarial relationship requires two or more parties whose interests are in 
opposition and who seek to advance their own interests while defeating those of 
the opposing party or parties. Although VA employees can only grant a veteran's 
claim where the facts and law warrant, their interests and goals are never in 
opposition to the veteran. Thus, adversarial conduct by V A personnel would be 
intolerable. We are unaware of any actual deterioration in the relationship 
between V A and its customers, veterans and eligible family members. The advent 
of judicial review has not altered this fundamental principle, nor has it affected 
VA's duty to resolve reasonable doubt in the veteran's favor. 

Where two or more parties have opposing interests, the burden of proof must 
require the prevailing party to have stronger evidence than the iosing party, i.e., a 
"preponderance" of the evidence in most civil actions, "clear and convincing 
evidence in others, and "beyond a reasonable doubt" in criminal matters. Because 
there is only one party in VA proceedings, that is unnecessary, and because of the 
benevolent purpose of VA benefits, the VA's burden of proof is designed to favor 
the veteran where the evidence is inconclusive, as evidence often is. The veteran 
therefore prevails where his or her evidence is at least as strong as that against the 
claim. This long-standing rule has also been codified into statute. V A has 
no discretion to deviate from it. 
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Congressman Evans to AMVETS 

Answers to questions about AMVETS Executive Director's testimony regarding the VA 
National Cemetery System. 

Question: 
Should the V A prioritize its resources and dollars on the expansion of the NCS or should the 
repair and maintenance of the existing facilities be the first goal? 
Answer: 
It is not possible to prioritize expansion over maintenance. New cemetery projects come out 
of the major construction dollars and maintenance comes out of the operations dollars. It 
depends on what conditions and customer demands are locally. We need to fund both. 
The IB recommendation for major construction projects, which covers the construction of new 
cemeteries is $391,499. We also recommended $4 million in additional funds to reduce 
equipment backlog. 

Question: 
What should the V A do to meet the needs of veterans in this area? 
Answer: 
We recommend an appropriation of $85,550,000 for the National Cemetery System in FY 
\988, which is an increase of $1 ,367,000 over the FY 1998 V A budget request. We believe 
the V A should do the following: 
1. Aggressively pursue an open cemetery in each state. 
2. Expand existing national cemeteries wherever possible. 
3. Recommit to a policy of maintaining an open national cemetery within 75 miles of 

75% of America's veterans. 
4. Seek relief from historic preservation requirements at NCS facilities wherever 

appropriate. 
5. Conduct a feasibility study to promote a second national cemetery to ease the demand 

for space at Arlington National Cemetery. 
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DISABLED AMERICAN VETERANS 
NATIONAL SERVICE and LEGISLATIVE HEADQUARTERS 

807 MAINE AVENUe, sw. 
WASHINGTON, D.C. 20024 

(202) 554-3501 

April 29, 1997 

Honorable Lane Evans 
Ranking Democratic Member 
House Committee on Veterans Affairs 
335 Cannon House Office Building 
Washington, D .C. 20515 

Dear Representative Evans: 

In reply to your March 18, 1997, follow+up to my February 27, 1997, testimony before 
the committee, attached please find the answers to your questions. 

In my testimony, I refer to staffing reductions at the Veterans Benefits Administration 
(VBA) and Veterans Health Administration (VHA), and QUI' concerns that the delivery of care 
and compensation to veterans will suffer. 

Representative Evans, on behalf of the more than one million members of the DAV and 
our Women' s Auxi liary, I greatly appreciate your efforts and look forward to working with you 
and your siaff in the future. 

DWG:lmb 
Anachment 

Sincerely. 

DA YID W. GORMAN 
Executi ve Director 

Washington Headquarters 
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~: Could you go into more detail about the prob1ems you believe the stafT reductions 
will create? 

~: 

The V A 's plan to re-engineer its claim processing is included in and linked to its fiscal 
year 1998 budget request for VBA. Because this plan attacks the core problem of poor quality, it 
relies primarily on changes in adjudicator responsibilities and job duties, retraining and shifting 
of emphasis._rather than a fundamental. and probable more costly, reinvention of the system. 
Therefore. V A ' s plan does not require infusion of substantia1 additional resources. Indeed. V A's 
1998 budget request proposes reducing the staffing in VBA by 543 full-time employees, and 
Quite frankly . that is one part of V A ' s plan that concerns us. 

We simply do not believe that the benefits programs -- which are already strained -- can 
suffer these staffing reductions and maintain - much less improve -- services to veterans as 
envisioned. It is especially questionable how V A can improve service to veterans and continue 
to reduce its compensation and pension claims backlog while. at the same time, reducing staffing 
by 100 in Ihe Compensation and Pension Service alone. Although V A's reengineering plan is 
designed to increase efficiency, even V A does not expect to realize this increase in the first year. 
The initial changes will be made in 1998. but the full effects of the initiatives are no t expected to 
be reali zed until the year 2002 when the plan is fully implemented. Attainment of VA' s goals of 
more timely and accurate claim processing with fewer employees in the near tenn seems 
unreali stic . 

We are similarly concerned that VHA is unrealistic in its plan for improving health care 
delivery when it proposes to reduce staffing by 2,135 in fiscal year 1998. 

Here again, VA's fonnula suggests an increase in the level of services with fewer 
employees through projected increases in efficiency. VHA is, unquestionably, in a Slate of 
fundamental transition. with an ambitious plan for the future of veterans' health care. However, 
such a plan must be supported by adequate and a realistic levels of resources, both fi scal and 
human. In the near tenn, s ignificant staffing reductions will. in our view only serve 10 
compromise VHA's ability to proceed with meaningful reform. 

Question 112 : In particular can you cite and describe any areas or fac ilities that have already 
been adversely affected by these cuts or will be? 

Because the VA'~ Veterans Equitable Resource Allocation (VERA) system was not 
implemented unlil April 1. 1997. data does not ex:i st thai would verify our concerns. 

The DAV, employs 271 full-time Nat ional Service Officers who have regular contact 
with V A Medical Centers (V AMes). Additionally, we 168 Hospital Service Coordinators in 
place who oversee the DAV Transportation Network as well as assi st and refer over 24,000 
veterans to our core of National Service Omcers. 

DA V's, Hospital Service Coordinators and volunteers form a hospital-based service 
program that thousands of veterans and the ir families have come to know and trust when 
ass istance or problems arise. 

As of April I, 1997. the DAV and our Women's Auxiliary have an accumulated 
2,3 18,536 hours of volunteer service to hospitalized veterans throughout the V A health care 
system. This figure is the equivalent of approximately 1,200 full-time V A employees. 

It is based primarily on our daily contact with these individuals and veterans which 
causes the ongoing concern that staffing reductions will impact negatively on the health care 
delivery to our Nation's disabled veterans. 
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VFW'S RESPONSE TO THE QUESTION 
FROM FEBRUARY 27, 1997, HEARING 

COMMITTEE ON VETERANS AFFAIRS' BUDGET FOR FY 1998 

QUESTION SUBMITTED TO THE VETERANS OF FOREIGN WARS 
OF THE UNITED STATES 

QUESTION: 

One of the issues I have addressed in the past has been the provision oflong-term and 
nursing home care to elderly veterans. I was encouraged to see you give this issue so 
much attention in the Independent Budget and I agree with your conclusions. 

No one can argue that the V A population is rapidly aging and will continue to do so well 
into the next century. 

Thus, increasingly Congress and the Department of Veterans Affairs will be forced to 
find greater resources to provide for elderly and indigent veterans throughout our nation. 
This fact we cannot avoid and it must be reflected in future V A budgets. 

Mr. Steadman, in your opinion has the V A begun to adapt its construction priorities to 
address the demand for long-term care and what specifically can the V A do better in this 
regard? 

RESPONSE: 

There is still much to be done by V A in meeting the demand for long-term health care. 
The Federal Advisory Committee on the Future of V A Long-Term Care shares your 
concerns and is currently addressing some of the concerns you raise. 

One issue the VFW is concerned with is long-term care being funded on a discretionary 
basis. Until long-term care is a mandated appropriation, we believe V A will have 
difficulty in meeting its obligation to our aging veterans popUlation. While we are 
encouraged by V A's plan to provide funding for long-term care, reality dictates that the 
bulk of construction funds will be for mandated projects. 

With respect to where V A can improve, the FY' 1998 "Independent Budget" details a 
long-term health care strategy to provide for the aging veterans population. 



March 19, 1997 

The Honorable Chris Smith 
U.S. House of Representatives 
Washington, DC 20515 

Dear Representative Smith: 
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At the February 27, 1997 House Committee on Veterans' Affairs hearing on the 
Administration's proposed FY 1998 budget for the Department of Veterans Affairs you 
asked for the views of Paralyzed Veterans of America (PVA) on a proposal that would 
tie the VA research appropriation to a fixed annual percentage of the overall VA 
medical care account We do not believe this to be a good idea. 

It is true that annual fluctuations in funding for any research enterprise can have a 
serious impact on the consistency and success of the research product. Constant 
under funding Jimits the amount of quality research conducted in the VA. Shortages 
and inconsistencies in funding also force many outstanding VA clinician-researchers to 
leave the VA to seek research funding elsewhere. The quality of VA health. care and 
the welfare of the veteran patient are net loosers when this happens. 

PVA has objected to the constant under funding of VA research in comparison to major 
increases enjoyed by the National Institutes of Health and Department of Defense 
research programs over the past decade. However, the problems facing VA research 
cannot be solved by changing how the research account is budgeted, but by how many 
dollars are appropriated for the account in the first place. 

Successive Administration's have ' played games' with VA research, discounting or 
reducing research funding in their budget requests to use those dollars elsewhere. The 
Executive Branch has known that support for the program is strong in the Congress and 
that those funds will be eventually restored in some fashion. Certainly, while yearly 
appropriations are being finalized , there ensues considerable consternation within the 
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VA research community, its supporters in the Congress and elsewhere. The main 
problem with this scenario, particularly in times of fiscal austerity, rests in the fact that 
the Appropriations Committees must spend all their efforts finding the resources to 
offset the Administration's cuts, with little left over to give VA research the additional 
funds that have been enjoyed by other federal research programs. Finding the funds to 
offset the unprecedented cuts proposed by the Administration f9r FY 1998 will be an 
even greater challenge. 

Over the years, certain VA research advocates have proposed the plan you referenced 
during the hearing to avoid the anxiety of the budget process by tagging the VA 
research budget to an automatic annual percentage of the Medical Care account 
While this would bring a certain amount of "calm" to the process, it would also create 
serious dangers in the future quest to seek adequate funding and needed increases in 
the program. Medical Care budgets, too, have seen their ups and downs over the 
years. As their fate waxes and wanes, so would the fortunes of the VA research 
program. For example, the Administration's FY 1998 proposal would straight-line 
medical care appropriations, with a $56 million cut below FY 1997 levels, through the 
year 2002. Collection and retention of reimbursements from third parties or Medicare, 
designed by the Administration to offset future flat medical care appropriations, are far 
from a legislative reality. These funding sources could also potentially not be adequate 
to offset the declining value of the appropriated dollar over that period of time. We 
believe the VA research account would be in far greater jeopardy tied to the 
uncertainties, fluctuations and administration of the medical care account than it is now 
experiencing with the heightened visibility and identity as a distinct program receiving 

. annual review and adjustment by the Congress. For these reasons, we would oppose 
tying research funding to a percentage of the medical care account. 

The VA research program is a major national asset. It assists VA in attracting and 
retaining clinicians of the highest caliber who utilize that expertise in caring for veterans. 
VA research is responsible for major breakthroughs in medical science that benefit 
veterans and all Americans. We look forward to working with you and other members 
of Congress to see the program receive the funding it deserves. 
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Thank you for asking us to respond to this matter. I request that this response be made 
a part of the hearing record. s;. 
JohnC 
Deputy ElcE!Gl.lliII&.eJ 

cc: Honorable Bob Stump 
Honorable Lane Evans 
Honorable Cliff Steams 
Honorable Jerry Lewis 
Honorable Arten Specter 
Honorable John D. (Jay) Rockefeller 
Honorable Christopher (Kit) Bond 
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March 18, 1997 

Subcommittee on Compensation, Pension, 
Insurance, and Memorial Affairs 

Committee on Veterans Affairs 
Cannon House Office Bldg., Rm . 355 
Washington, DC 20515 

Dear Congressman Filner: 

This is to respond to the written question from 
February 27,1997 hearing. 

Question: In the area of VBA issues, what do each of you 
consider the most critical areas of concern? Where should 
Mr . Quinn and I focus our energies? 

Answer: In the view of The American Legion, many of VBA's 
current problems, such as the backlog of pending claims, 
over 70,000 appeals initiated each year, and the fact that 
the BVA overturns about two - thirds of the regional office 
decisions, are directly attributable to inadequate staffing 
resources and the emphasis by VA management on the number of 
decisions produced by the regional offices rather than the 
quality of the decisions. 

By "quality", we mean decisions which are fair, proper, 
and understandable, both from the claimant's standpoint and 
the legality and propriety as determined by the BVA and the 
Court. The issues of quality and timely service are 
inseparable. We believe it is difficult to improve quality 
without requiring personal and organizational accountability 
which is something the current system lacks . The Committee 
should examine the impact this has on the way the current 
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system functions, the resource implications, and VBAls 
efforts to address the problem. 

While we recognize that final action on VBA's staffing 
requests rests with the Congressional Budget and 
Appr opriations Committees, it will be important that the 
Veterans Affairs Committee examine what VB~'s real staffing 
needs are currently and over the next five years. CUts in 
priors years have drastically changed the experience l eve l 
of VBA field personnel. This has resulted in a high 
pe rcentage of trainees and an acknowledged i nc rease in the 
error rate, appeals and remands . I mprove training and 
communication, along with computer modernizatio n has not 
b een able t o make up for these l oses or even ma intain the 
prior leve l o f quality. VBA is fac ing even further cuts 
which will, in our op inion, seriously undermine VBAls 
planned improved servi ce goals and waste crit i cally needed 
resources. 

We also believe the Committee should cons ider the 
current VA/DOD relationship as it affecLs individual and 
VA 's ability t o process disability c laims. We believe it 
would be beneficia l to promote efforts are underway to 
establish c l oser cooperation and coordination between VA and 
DOD to make separation p hys i ca l examinatio n s "adequate" f or 
VA rating purposes. Histor ically, the armed serv ices and VA 
have had very d ifferent miss i ons and priorit ies when it 
comes to examining and treating individuals about to be 
separated from the mi litary. DOD has not been very 
concerned about what happens after someone l eaves a c t ive 
duty - that is VA's responsibility. The fac t that a veteran 
may subsequently have dif fi culty in establishing a claim f or 
service connnection with VA because o f an inadequate 
separat i on phys i cial exam is not a priori ty for DOD. VA has 
recognized that this i s a very real problem for individual 
veterans. It a l so has a very direct impact o n the agency 
workload. To i ts credi t , VAhas take n the ini tiative t o 
begin the process of integra ting the separation physical 
exam process i nto the claims adjudication process. 

It would be our recornmendatic~ tha t Congressional 
attent ion be focused o n ensuri ng the s uccess of VBA' s 
various business reengineering initiatives, including 
ef forts to forge a c loser working re lationship between VBA 
and BVA in order to reduce the underlying cause(s) of many 
appeals to BVA and the Cour t . 

Question: The tradition has l ong been that VA and veterans 
s hould not be adversar ies - and that VA shoul d err on the 
side of the veteran when making t o ugh decis i o ns regarding 
issues such as benefi t eligibility. Many of your comments 
and recommendations to the Congress seem t o indi c ate that 
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the quality of the relationship between VA and veterans has 
eroded. Did I interpret your testimony correctly? 

Answer: The VA was established to serve veterans and 
through the years, The American Legion has always been among 
the agency's strongest supporters. However, where 
warranted and necessary to protect benefits and programs for 
veterans and their familie s , The American Legion has been 
among VA's most outspoken critics. 

As described in our testimony, veterans are entitled to 
better service on their claims than they now receive from 
VA. Likewise, VBA has a variety of initiatives underway and 
in the planning stages that intended to make the claims 
process more ~user-friendlyn , efficient, accurate, and c o st­
effective. Given the severe budgetary challenges facing the 
agency and long-standing problems in providing quality 
service in a timely manner, we believe it is imperative that 
all of these initiatives be successfully i mplemented wi t hin 
the projected fi v e year timeframe. If this can be 
accomplished, in general, veterans and other claimants will 
find it easier to get assistance from VA, speedier claims 
processing and benefit payments . Such changes should also 
help reduce the overall appellate case load and resources on 
remands caused by poor or inadequate develo pment. 

With regard to your concern about a possible erosion o f 
the veteran's relationship with VA, we do not believe the re 
has been any fundamental change in this relationship. The 
claims adjudication process has always been legally and 
procedurally complex, and, therefore, adversarial to a 
considerable degree. Veterans c laims have always had t o 
meet certain statutory and regulatory criteria . The 
difference now is that vetera ns are becoming aware of the se 
requirements, thanks to the Court of Vete rans Appeals. The 
Court is forcing VBA to provide veterans full due process as 
well as reasons and bases for the decisions on their claims . 
This is long overdue. Veterans need to kno w and are 
entitled to know the "rules of the game." Thi s is only 
basic fairness, even though it has meant more work for VBA . 

Prior to the enactment of PL 100-687, the "Veterans 
Judicial Review Ac t of 1988 ", VA liked t o desc ribe its 
claims adjudic ation process a s ~paternalistic" , e x parte, 
and, therefore , fair and benevolent. As e vidence of VA's 
liberal, nonadverserial, policy, reference was frequently 
made to the regulation which provided that where the 
evidence in a case was evenly balanced, the doctrine of 
" reasonable doubt " was to be applied, or as stated in your 
question - "VA was t o err on the side of the veteran . .. " 
However, we believe this portrayal has giv en veterans and 
other claimant unrealistic e xpectations about the 
adjudication process . In reality, relative ly few veterans 
profited from this type of s ystem, because in many 
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instances, VA would not or c ould not do "the right thing the 
first time . " Regional office decisions were often arbitrary 
with little or no explanation of the reasons for a decision. 
The BVA, was the sole arbiter of whether or not a regional 
office decision was consistent with the law and regulations. 
Moreover, there was no way for a veteran or other claimant 
to c hallenge the legality or propriety of BVA decision, 
except on a constitutional issue . 

The enclosed chart of the BVA's activity illustrates 
the restrictive and conservative nature of the adjudication 
and appeals process, prior to the advent of judicial review. 
In the 1970's and 1980's, the decisions of the regional 
office's were upheld about 70 percent of the time with about 
12-13 percent of the appeals allowed and 14-15 percent 
remanded . The Court has not created "new" law; rather it 
has required that the BVA and regional offices follow 
existing law and regulations . As indicated, BVA is now 
overturning regional office decisions, in whole or in part , 
about 70 percent of the time . The increased allowance and 
remand rates are beneficial to many veterans on an 
individual basis . However, it is also a clear indication of 
continuing poor quality decisions by the regional offices . 
Thousands of veterans have been forced into the appellate 
process needlessly which has wasted the energy, time, and 
resources of all parties c o ncerned. 

Given the nature of the VA's mission, there has always 
been a fundamental tension betwee n balancing the 
mechanical/administrative demands of a voluminous workload 
and the need to render decisions which are fair to the claim 
a nd legally proper. Persistent staffing cuts through the 
years and criticism of claims pro cessing delays have added 
subs tant i ally to that tensio n . If the primary management 
goal i s t o proces s tho usands of c laims a s quic kly as 
possible, quality is bound to suffer and there are few, if 
any, disincentives or consequences personally o r 
organizationally if an employee makes an erro ne ous decision. 
Rather, employees are rewarded and promoted bas ed on 
production. 

Even though the claims adjudic ation process is no w 
more formalized , it is not any less complex or adversarial 
than it ever was, in our opinion. If anything, it is now 
more open to public, Congress ional, and judicial scrutiny 
whi c h helps promote fairness. We realize this perception 
may not be shared by all. However, our concern is that the 
s ystem not bec ome any more legalistic or adversarial than it 
a lready is. 

We support VBA's efforts to make the sys tem more 
acces sible, more "user friendly, and more informative for 
c laimants and their representatives . These coupled with 
init i atives f ocuse d on improving the quality o f adjudica t ion 
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actions should go a long way towards minimizing the negative 
aspects of judicial review and improving service to all 
claimants. 

We appreciate this opportunity to share these views 
with you and the Members of the Committee. 

cc: John Vitakacs 
Steve Robertson 

Sinc~rely. 

, p~4/J·1 /wf~~t,~- · 
Dep. Dir. for Operations 
National Veterans Affairs and 
Rehabilitation Commission 
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~NCOA 
Non Commissioned Officers Association of the United States of America 

22S N. Washington Street • Alex.>ndria, Virginia 22314 • Telephone (703) 549-C311 

Follow-up Questions from the Honorable Bob Fllner 
from the Full Committee Hearing held 

February 27, 1997 

QUESTION: In the area of VBA Issues, what do each of you consider the most crhlcal areas of 
concern? Where should Mr. Quinn and I focus our energies? 

NCOA RESPONSE: NCOA believes that the Committee's proposed oversight plan, and 
specifically the plan for the Subcommittee on Beneflts, offers an excellent blueprint. Within that 
plan, the Association asks that you give priority to the following issues. 

NCOA requests that hearings be held to comprehensively review the veteran education beneflt. 
As Indicated In our prepared testimony and oral comments, the Administration has Ignored 
veteran education programs altogether In their FY98 Budget yet the President has proposed 
record levels of Federal spending on education. NCOA believes the Veteran's Committees have 
a duty to restore the veteran beneflt to the "flagship" of all federal education programs. The 
Association also urges the Committee to provide an MGIB enrollment opportunity for those 
VEAP participants excluded from the legislation passed by the I04th Congress. 

The procedures for processing and adJudicating claims for veterans beneflts remains a problem. 
It Is NCOA's understanding that the Committee plans to conduct hearings In this area and the 
Association certainly wants to be a part of that dialogue. The recently released results of the 
Veterans' Claims AdJudication Commission, along with VA's Internal Business Process Re­
engineering efforts would, In our view, be a Iogkal basis for any hearings. The Association also 
asks that swift action be taken on proposed legislation to allow revision of veterans benefits 
decisions based on clear and unmistakable error. 

NCOA also believes the Committee's attention Is needed In the Veterans Employment and 
Training Service (VETS) (speclflcally priority of service to veterans as one-stop career centers are 
further Implemented) and VA's vocational rehabilitation program. 

QUESTION: The tradition has long been that VA and veterans should not be adversaries - and 
that the VA should err on the side of the veteran when making tough decisions regarding Issues 
such as benefit eligibility. Many of your comments and recommendations to the Conil"ess seem 
to Indicate that the quality of the relationship between the VA and veterans has eroded. Old I 
Interpret your testimony correctly? 

NCOA RESPONSE: NCOA's testimony on the FY98 VA Budget sharply criticized the 
Administration In three areas - veterans health care, veteran education beneflts, and the National 
Cemetery System. NCOA Is not convinced that this budget represents the best we can do for 
veterans In context with an overall $ 1.7 trillion proposal. New spending and entitlements are 
contained In the Administration's budget while veterans are being asked to find non-federal 
revenue sources to fund their programs which were earned through prior honorable military 
service and sacriflce. Past efforts by veterans to help In reducing deficits and balancing federal 
budgets seem to have been Ignored or forgotten. NCOA will always be critical of any 
Administration that puts forth a budget proposal such as the one we now have for veterans for 
FY98 and beyond. 

NCOA has a long and proud history of cooperation and Interaction with VA and we certainly 
envision a continuation of that relationship. A quality relationship though does not mean that 
NCOA will always agree with everything proposed by the Department. This Association simply 
believes that we can do better for veterans In FY98 and the out-years than what the 
Administration has proposed In Its budget. NCOA would be grossly negligent If we left any other 
Impression with the Committee. 

Chartered by the United States Congress 
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Veterans of Foreign Wars Response to 
February 27, 1997 Full Committee Hearing Questions 

. Submitted by Congressman Bob Filner 

In tbe area of VBA issues, what do each of you consider the most critical 
areas of concern? Where Should Mr. Quinn and I focus our energies? 

Instrumental to our future ability for effective veterans' representation will be 
Veterans Benefit Administration's ability to bring on-line soon VETSNET and 
its important, inclusive software applications (the complete VBA Information 
Resources Management Support Plan). Integral to that will be the successful 
accomplishment of the goals and initiatives espoused in the VBA's Business 
Process Reengineering (BPR) plan submitted as part of the VA's Fiscal Year 
1998 budget. We elaborate in our response to the next question. 

The tradition has long been that V A and veterans should not be 
adversaries - and that the VA should err on the side of the veteran when 
making tough decisions regarding issues such as benefit eligibility. 
Many of your comments and recommendations to the Congress seem to 
indicate that the quality of the relationship between the V A and veterans 
has eroded. Did I interpret your testimony correctly? 

In reality, the system was far more adveTsarialto veterans prior to the 
Veterans' Judicial Review Act of 1988. Adjudicators and rating specialists 
were autonomous and arbitrary in their decision-making. The V A has made 
great strides in changing that historical and entrenched culture and, right now, 
a veteran stands the best chance ever for a proper and correct decision on a 
claim, as Congress has always intended the system to be. 

We do not believe the VA's present claims processing system is irrevocably 
broken, as some are suggesting. Quite the contrary, we feel the V A has 
turned the comer and is now headed in the right direction in resolving the past 
problems on timely and quality decision-making. 

There is still room for improvement. The Veterans of Foreign Wars has long­
held that the focus must be on three major issues: quality decision-making at 
the regional office on benefit claims; reduction of the Board of Veterans' 
Appeals decision time-lag; and, the high BV A remand rate. (The two 
appellate review problems are almost entirely integrated in decision quality at 
the regional office.) Solve these and all other claims processing problems 
will essentially resolve. But, for certain, these problems hardly describe a 
situation that indicates the whole system is in need of total restructuring. 

That now means concentration more on "symptoms" rather than "causes". 
The goals and initiatives espoused in the VBA's BPR plan are commendable 
and should be embraced as the primary means to do that. Implementation is 
the more important question. VETSNET is the right approach to accomplish 
that. We feel it vital that excellent congressional oversight on both BPR and 
VETSNET, as performed in the past by Congressman Everett and his 
subcommittee, must continue. 

In sum, we believe that our present relationship with the VBA is a viable, 
working professional partnership in service to our nation's veterans. 

If you desire, we will be glad to further discuss these issues with you. 

o 
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