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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 testifiy
before this committee. For the first time in recent memory, we will
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

n
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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-
eral legislation 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.]

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.
1O[T]he prepared statement of Congressman Evans appears on p.

1.

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-
n}iloﬁty, 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
any one 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.]

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. EvaNns. 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?

ecretary 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



7

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 Guff 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-

osals, for which the level of collections in our proposal has already
Eeen achieved, should not be a problem.

So we don’t anticipate any major differences on those proposals.

Mr. BILIRAKIS. 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
tlﬁe 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-
%;'Xe. We're talking about taking it and switching it over into the

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. BILIRAKIS. 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
itl.) 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. MascCARA. 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 '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?

: An;i where do you expect the non-appropriated revenues to come
rom?

Searetary 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. As 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.

As 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. As an ex-
ample, in VISN 3 in New York, we've already reduced $130 million
in costs and been able to turn 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 youre going to serve 20 percent more and youre
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 HON. 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.

As 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
?lsp in light of the Persian Gulf situation that we’re currently
acing.

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.

'I‘I(lie 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 describinf 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 faﬁs 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 going to be kind of numerical goals
like all these lofty things we’re going 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 DVA
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
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to pursue this issue vigorously in conjunction with Chairman
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.

y 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
shig), if—to start closing down—wholesale closing down hospitals.

o 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.

I\/Fr. 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 cheager

rice. Mr. Snyder—Dr. Snyder has left. When you talk about that
§4,3OO 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
thesg’ 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 %ROWN. 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—apgropriated 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. 5kay.

Dr. GARTHWAITE. So we do have pilots in CHAMPUS, and we’re
working with the Tricare providers to provide some care to DOD
beneficiaries. And we’ve had pilots with CHAMPUS 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 to1 m?ybe streamline the compensation claims processing sys-
tem a little.
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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
Plresident 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. 'm not an accountant. It's the num-
be;ls——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 of the 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
s}a;id, 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 STATEMENT 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?

Secretarv 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
%()llgutpatient bills to get the same recovery of a single inpatient

ill?

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 authorlty to recover from Medlcare 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 youre making your as-
sumption?

Secretary BROWN. No.

Mr. STEARNS. Mr. Chau'man, 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
lﬁevl‘_l[estdmember of our committee, the gentleman from Illinois, Mr.

aHood.

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
beﬁ:ire 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

ear. .
Y 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

39-302 97-2
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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 pay out 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 opportunity
to use the advantages of modern 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.

Mg 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 you.

Mr. PETERSON. Glad to listen to your testimony this morning. I'm
kind of the new kid on the block here. '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 get 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 going 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-
i)ortunity to have worked with you and the veterans in Minnesota,

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 youre tryin%, 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 outyears 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 outyears—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 all over 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.

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-
c_atll(se 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.

Ehe CHAIRMAN. The gentleman from Massachusetts, Mr. Ken-
nedy.

OPENING STATEMENT OF HON. JOE KENNEDY

Mr. KENNEDY. Thank you, Mr. Chairman.

al\;[};. 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, youre 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,

Department of Memorandum

Veterans Affairs
SEP 27 1936

Under Secretary for Health (10)

Date:
From:

Subi; Program Restructuring, Stakeholder Involvement and Headquarters Notification
™ Headquarters Chief Officers
Chief Consultants

Chief Network Officer
Network Directors

Facility Directors

1. Considerabie 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 (VAHQ) 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 VAHQ
with advance notice.

2. By way of this 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, VAHQ 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, VAHQ should receive such notice ten (10)
working days before any definitive action is planned to be taken.

3. Itis 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?

VA FORM
MaR 1989 2105
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b. What are the specific outcome measures that will be tracked, and what is the
process for monitoring those measures that will be used to determine if the goals are
being achieved?

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

<
Kenneth' W. Kizer, M.D., M.P.H.
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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 we’ll 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 1 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 fingers 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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%Vlr. EvVANS. 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
%hIiIS‘? true? And has that been caused by a lack of funding for Group

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, ané) 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 Affairs, as the appeliee or respondent in
every case brought before the Court of Veterans Appeals (CVA or Court), is
represented by the General Counsel, pursuant to 38 U.S.C. § 7263(a). The
Appellate Litigation Group, Professional Staff Group VIl (PSG Vil}, handies
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 every case. For example,
pursuant to Rule 4(c), a copy of the decision of the Board of Veterans’
Appeals (BVA or Board) on appesl! 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 Appeal (DOR) is due 60 days
after docketing, Rule 10{(a). The Transmission of the Record on Appeal
{TOR) is due within 30 days sfter sppellant’s due-date for filing a counter
designation of, or statement accepting the DOR, under Rule 11{a}{2).
Appellant’s brief comes due within 30 days a‘ter the Clerk of the Court gives
notice that the TOR has been filed, Rule 31(a). The Secretary’s Brief is due
within 30 days after the appellant’s brief is filed and served, under Rule
31(a). Miscelianecus other deadiines are imposed by orders of the Court.

C. If a party is unable to meet 8 Court-imposed due-date, a motion for
an extension of time is filed, under Rules 26(b) and 27(a), asking the Court
to extend the deadline. It must show good cause for the requested
extension. The foliowing statistics reflect extension motions filed on behalf
of the Secretary.
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D. Motions for extenslons by the Secretary, listed by calendar year,
and by major item due in CVA:

1994 1995 1996

DOR 258 219 1003
TOR 82 196 367
Brief 1107 1337 1568
Total 1447 1752 2938

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

II. PSG Vil 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 1883 1319
FY 1994 1364
FY 1985 1484
FY 1996 1826
FY 1897 2400 {(Projected)

B. The most recent trend shows that, over the past nine months, new
CVA 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
Jul 1986 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 Vil's caseload is a reflection of the declsional output of the
Board of Veterans’ Appeals. Although improved BVA procedures have
contributed to the increased output, the BVA has experienced significant
personnel growth In the past several years. The number of decisions
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rendered by the BVA over the past four years shows a steady growth as
follows:

FY 1993 26,400
FY 1884 22,045
FY 1995 28,195
FY 1996 33,944
FY 1997 38,000 {Projected)

D. At the current pace, it is anticipated that the CVA will docket
2400 or more cases in FY 1997, BVA statistics indicate that the Board had
over 57,000 appeals pending at the start of calendar year 1897. Cases
appealed to the CVA are projected to increase in number for the foreseeable
future.

E. Another indicstor of the growing case backlog is the volume of
photocopies prepared by PSG VIl 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:

1994 - 4,683,008 1995 - 4,458,638 1996 - 5,096,183

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

1. COMPLEXITY OF PSG VIl CASELOAD

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
threa years of the Court's 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 merits cases.

B. In addition to litigating cases on the merits, PSG Vil must deal with
Equal Access to Justice Act (EAJA) cases. As a direct fallout of the Federal
Courts Administration Act of 1992, EAJA fees were authorized for
representation of appellants before the CVA. The involvement of PSG VI
attorneys in EAJA cases has siphoned a great deal of their time away from
the litigation of merits appeals. EAJA payments require a PSG Vil 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 VIl must also prepare the final settlement

3
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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:

FY93 FYS84 FY95 FY96 Total
Cases
Settled 11 69 300 207 576
Amount

Paid $59,236 481,770 $1,189,235 $1,402,062 $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 appeilant and/or the appellant’s representative. Each
conference, two per merits case, takes at least an hour each of attorney
time.

iIv. PSG VIl STAFFING

A. The Appeliate Litigation 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 staffing 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 VIl in that time period . The net resuit 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 caseload would be much higher, but PSG Vil has
undertaken initiatives to eliminate cases which present threshold
jurisdictional issues. The a‘torney Special Assistant, with support from the
paralegals and one Appellate Attorney, screens all incoming cases and,
where it appears there may be grounds to challengs 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 800 cases for the Court.

D. Similarly, since FY 1994, six paralegals have left PSG VIi, and less
experienced replacements have been hired. Current statf consists of two
axperienced 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, we'll 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-
mitted 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.]

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
mon{t}h 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 were 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.

l\l/{r. EvVANS (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 find 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 betore 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 recorcf) and then by fil-
ing a brief. Group VII, the group of attorneys that represents the
Secretary before our court, %l;\s 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 we’ll 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. We'll work that out.

The CHAIRMAN. If the third panel would come up, please—Mr.
Taylor, Mr. Herrling, and Mr. Lancaster.

Mr. Secretary, we’ll 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
wish1 to summarize, please proceed, and we’ll recognize the other
two later.

STATEMENT OF HON. 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 HON. H. MARTIN LANCASTER, ASSISTANT
SECRETARY OF THE ARMY (CIVIL WORKS)

STATEMENT OF HON. 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 LVERs 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

roject—an important program reauthorized by Congress last year.

hese 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 fund 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.

ur request for JPTA IV(c) is the same as last year, $7.3 million.
These, too, will be comg‘:atitive 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.

As 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

uery 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.]

e CHAIRMAN. Thank you, General. You mentioned the aging
facilities and equipment. Are you sure that your budget request for
(11998 properly or adequately covers these? Are you satisfied that it

oes, 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-

erred 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
IT 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 each
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 (?HAIRMAN. Thank you. We look forwar:? 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 following 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

THURSDAY, 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 Cﬁenoweth.

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
Whelﬁ 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 hearing 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 fecognize Ranking Member Mr. Evans for an opening state-
ment. Lane.

OPENING STATEMENT OF HON. 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
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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 U.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 15-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 U.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 financial
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.

As I say, we sit here in the District. As 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 banc. 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 oginion 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 legal staff that helps narrow the issues,
and get the record on appeal together where there is a dispute as
to what ou%ht 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.

5 lzlr. KENNEDY. I see. Well, it sounds like a reasonable system,
udge.

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 ability 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. Stearns.

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.

he 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
ono.

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 goo (i) 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 fran]rély 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.

Thark 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
tl;)h(; pro bono program for a minute that the chairman mentioned

efore.

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 nrogram 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. Qur 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.

b 1(\1’[r. BUYER. Judge, as I figure, you make 50 percent happy, some-
ody.

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.
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The CHAIRMAN. Mr. Cooksey.

Mr. CoOKSEY. No questions.

The CHAIRMAN. Mr. Doyle.

Mr. DOYLE. No questions.

The CHAIRMAN. Mr. Evans.

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 VFW, 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 Naylon, 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 long-term care. In ad-
dition, the need for institutional long-term term 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 $391.5 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 staffing 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 DAV 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 5410 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 uncfer BRA, there
might be those that would seek their replacement from VA’s fund-
ing to the detriment of benefits and services to veterans.

r. 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 .1ie 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 Guif 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 definite
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



77

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. EVERETT. 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. EVERETT. 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
retiuirements 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



78

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
a(lie 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, when 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 be priorities.

Mr. STEARNS. Would 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
peol?)le 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 guldance 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 sicuation?

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.

1}’{1 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. BIiLIRAKIS. 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 mailouts, 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 outyears 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 1 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. CooksgY. 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. BisHopr. 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 1 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
s}cime 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 heart—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. VITIKACS. 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 plan to deal with expected revenue
shortfalls has a challenging goal. 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-
gglrlts will yield sufficient savings to substitute for proposed short-

S.

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 would 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 BVA 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.

VVA 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
rr;embers 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 VVA’s position. VVA
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.

VVA 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.

VVA 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. VVA 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, VVA applauds the de-
cision by the Chief Judge to withdraw the proposal to downsize the
court. VVA 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 VA be 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 VVA’s views on the fis-
cal year 1998 budget. I would be happy to answer any questions.
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[The prfpared 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-
'zly put out that we picked the veterans to try to create this prece-

ent 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 depositeg in a system-wide trust ac-
count for distribution of needs throughout the system.

Ms. WEST. VVA 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 VVA ) 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 5192 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 WAN'I; 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.

| 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, | MUST TELL YOU | AM
VERY CONCERNED ABOUT YOUR HEALTH CARE
BUDGET PROPOSAL.

(4]
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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.

| 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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M ALSO CONCERNED ABOUT VETERANS GOING
TO SCHOOL UNDER THE MONTGOMERY Gl BILL.

THE GI BILL HAS BEEN CALLED THE MOST
IMPORTANT FEDERAL LEGISLATION IN THE 20™
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.

| AM DETERMINED TO RAISE THIS ISSUE IN OUR
BUDGET DELIBERATIONS THIS YEAR.

MR. SECRETARY, | 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.

| 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.

| 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.

| 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, | 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, | 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, | 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. ‘

| 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 today’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 today 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."

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 guality 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.

| 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.

| AM ANXIOUS TO HEAR SECRETARY BROWN'’S TESTIMONY
REGARDING THE ADMINISTRATION’S OVERALL BUDGET
RECOMMENDATIONS FOR THE UPCOMING FISCAL YEAR.
HOWEVER, | DO HAVE SOME SERIOUS CONCERNS ABOUT THIS
BUDGET SUBMISSION AND SOME OF ITS UNDERLYING
ASSUMPTIONS THAT | WOULD LIKE TO SHARE WITH THE
SECRETARY.

SPECIFICALLY, | 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, | AM AFRAID THAT WE COULD BE
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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 |
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, | STRONGLY
BELIEVE THAT THIS PROPOSAL DESERVES FURTHER
EXAMINATION. AS THE CHAIRMAN OF ONE OF THE
CONGRESSIONAL SUBCOMMITTEE'S WITH JURISDICTION OVER
THE MEDICARE PROGRAM, | 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. | 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
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THE MEDICARE PROGRAM, HAS HISTORICALLY OPPOSED
MEDICARE SUBVENTION LEGISLATION.

IN LIGHT OF THAT HISTORICAL OPPOSITION TO MEDICARE
SUBVENTION LEGISLATION, | 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." | 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. | 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. | WANT TO JOIN IN
WELCOMING SECRETARY BROWN AND THE OTHER
WITNESSES FOR APPEARING TODAY AND | 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.

| 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, | 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 | LOOK FORWARD TO HEARING SECRETARY
BROWN'’S COMMENTS ON THIS SUBMISSION.

AFTER THREE YEARS OF HOLDING STEADY, | 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, | 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.
| LOOK FORWARD TO WORKING WITH EACH OF YOU
ON THESE AND OTHER ISSUES DURING THE 105TH

CONGRESS.
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PREPARED STATEMENT OF HON. 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 DVA 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 $567 million. VISN
1 in Boston will lose $62 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 Chicago—and 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
failing 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.
BISHOP,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, | 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 years as a critically underserved area with a growing
population of retired, limit.edy 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%ealth 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 DVA 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.

| support efforts to balance our federal budget, and increasing the efficiency of federal
programs and organizations, including the DVA, is an option that should be considered.
However, we cannot put these goals ahead of the DVA'’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 DVA'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 DVA heaith care
facilities. This budget reaches beyond FY98 and makes permanent funding decisions
that could very well leave the DVA 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 | am concerned that the new funding structure included in this budget proposal will
not be sufficient to meet those needs.

1 want to thank all the witnesses who have come here today to help this Committee
understand the President’s vision for the DVA 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 2/12/97

HEARING ON ADMINISTRATION'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, [ am confident that we will meet this priority.
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Statement of Representative Helen Chenoweth

Thank you Mr. Chairman, and thank you Secretary Brown for being here with
us today. Iam very appreciative of the effort and dedication that has gone into the
proposal before us. It represents an excellent starting point. However, [ am
concerned that this budget depends on assumptions 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 PRESENTATION 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 FTE 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

VA 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 VA a great new opportunity to
provide improved healthcare services to current customers, attract new revenue-
generating customers, and provide value to taxpayers.

VA 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 VA 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 VA
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 customer/
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 VBA’s Business Process Reengineering (BPR) for the
C&P claims process 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.

QOur request for the National Cemetery System begins to position VA to
meet future requirements. The budget includes funding and personnel to
completely open a new National cemetery at Tahoma, WA, 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 (SSC). The SSC is an integrated facility in which VA employees and
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managers can obtain fast, accurate responses to their payroll and human
resources questions. In FY 1998, the SSC will provide services to additional VA
facilities and locations. The SSC will centralize payroll processing and personnel
information in a cost-competitive way and will reduce the Department’s
overhead.

Performance Based Budgeting

The Government Performance and Results Act of 1993 (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 VA 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
focus on accountability for 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 four
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 for 1997 with a slight adjustment, a decrease of
$68 million for C&P examinations to be transferred to the VBA and an
adjustment for Franchise Fund supported financial services (an increase of $14
million). VA is proposing that all third party medical collections and user fees be
merged with the Medical Care appropriation. This will provide additional
resources estimated to be $591 million of which $123 million is required to cover
the cost of collections and $468 million is available for veterans’ healthcare
services.

The Administration is also proposing legislation to authorize a
demonstration pilot project for Medicare subvention which will allow VA to bill
Medicare for higher level income veterans (Category C) and retain these funds.
Although we do not estimate significant collections from this pilot in 1998, it is
VA'’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 VA 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 FTE. 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.

VA'’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. VA is also planning to move
forward with the Veterans Equitable Resource Allocation System (VERA). This
process guarantees that VA 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 VA serve all veterans better and more fairly.

It is essential that VA 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, VA 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, VA 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. VA 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
care. VA 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
Research 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
Health (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 VA 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 medication 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

VA 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. VA 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. Caseload 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 VA access to
certain Internal Revenue Service data for determining eligibility for VA 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 caseload 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 VA 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 resuit.
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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 VA 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.
VA'’s vendee loan program offers financing of VA 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 $161.5 million
of administrative costs associated with VA’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 VBA’s 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)/Electronic 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, ce.mbined
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 (S5C) to encompass additional VA employees and sites. The SSC will
centralize payroll processing and personnel information. For FY 1998, the S5C is
requesting $23 million in reimbursement authority from other VA organizations.
Average employment requested for the SSC 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

39-302 97-5
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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
VA-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
Administration projects. Of this amount, $42.4 million is targeted for the
outpatient care and support category. This will enable VA 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
providing 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 Facilities will provide funding to assist the States 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 improve 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.

Closing

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. Ilook
forward to working with you and the members of this Committee to meet these
challenges. This completes my prepared statement. I will be pleased to answer
any questions the Committee might have.
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FOR RELEASE ON DELIVERY
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 amiount 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 froﬁ 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
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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% FTE 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 empbhasizing 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 T 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 I or, 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 IL

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
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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.
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Huited States
@ourt of Beterans Appeals

Qhambers of 625 Indisny Auvenue, N.W., Suite 900
@hief Judge Frank @. Nebrker February 4, 1997 Washington, B.C. 20004
202-501-5852

Honorable Bob Stump

Chairman

Committee on Veterans'’ Affairs -
335 Cannon House Office Building

U.S. House of Representatives
Washington, DC 20515

Dear Mr. Chairman:

On June 10, 1996, I transmitted to the Chairmen and Ranking
Minority Members of the Senate and House Committees on Veterans’
Affairs a proposal to downsize the number of the Court’s
associate judges (Title I of the proposal) and to make the
Court’s retirement/survivor program comparable to the systems of
other Article I Courts (Title II of the proposal}. The proposal,
a duplicate of which I again transmit with this letter, was
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. The 104th Congress took no action
on either Title I or Title II. -

With respect to Title I, I indicated in my transmittal
letter that case filings during the FY 1990-92 period had
averaged 1942 per year but had dropped in the FY 1993-95 period
to an annual average of 1224. At the time of my transmittal,
case filings for the first 6 months of FY 96 were estimated to be
595 which suggested that FY 96 filings would be less than average
annual filings for FY 93-95. During the last 6 months of FY 96,
filings rose so that total FY 96 filings reached 1620. For the
first quarter of FY 1997 the Court received 457 filings. I
further indicated in my transmittal letter that cases pending at
the end of each year of the FY 1990-92 period had averaged 1865
but had dropped to an average of 1182 at the end of each year of
the FY 1993-95 period. At the time of my transmittal, it is
estimated that 1438 cases were pending. At the end of the first
quarter of FY 1997, 1707 cases were pending. It should be
further noted that the Board of Veterans Appeals, from which the
Court‘’s appeals derive, denied 6406 app=als in FY 1995 and 10,455
appeals in FY 1996.

Several veterans service organizations either opposed
enactment of Title I or, wore cautiously, favored "a wait and
see" approach to it. Enactment of Title I would result in
estimated net annual savings of $650,900.
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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 make the Court’s pregram 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
enact 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.
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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 "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 15-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.

Sincerely,

Frank Q. Nebeker
Chief Judge

Enclosures
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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 four 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 of 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 reviewable 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 1is performed in Article III courts under the
Administrative Procedure Act, 5 U.S.C. §§ 551 et seq. 1In actions
before it, the Court has the authority to decide all relevant
questions of law; to interpret constitutional, statutory, 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

Congress may, under 28 U.S.C. § 1651, issue all writs necessary or
appropriate in aid of its jurisdiction.

The Court can compel actions of the Secretary that were
unlawfully withheld or unreasonably delayed; and can set aside
decisions, findings, conclusions, rules, and regulations issued or
adopted by the Secretary, the BVA, or the BVA Chairman 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 Jjurisdiction 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 United States.
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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. §§ 7251-[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 102-229. (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 Caseload Trends and Variations:

The Court began operations on October 16, 1989. The number of
new cases filed in the Court fluctuated substantially during the
first few years, and leveled off at slightly more than 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 6407 | 10444
DENIALS

APPEALS TO 1261 2223 1742 1265 1142 1279 1620
UsCvAa

APPEALS AS % 4.4% 8.9% |15.9% | 13.0% | 18.4% | 20.0% | 15.5%
OF DENIALS

Unrepresented Appeals:

Unrepresented appeals 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 authority 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’ 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.



139

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 1957 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.
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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 i..wciswass $3,409 $3,264 -$145
Grants...... ..o $ 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
Grants:
The increase is explained in the grantee’s request which is in

the appendix.
+5150,804

Total Changes: +$150,804
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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 ...cccoseccsocccccnasnsn +5145,000
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 .. u vt ecesaiastecssnanosasoosnsossassossascncnss -$145,000

TRAVEL: (-10,000)
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: (-123,000)

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: (-10,000)

EQUIPMENT: (- 0 -)

GRANTS .+ e v e s eveeeane s e ee e eanaeaeeseaiaasanenennananenns +$150,804

The increase is explained in the grantee'’s request which is in
the appendix.



142

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,
start of year .............

22.00 New budget authority (gross)

22.30 Unobligated balance expiring

23.90 Total budgetary resources
available for obligation

23.95 New obligations

24.40 Unobligated balance available,
end of year ...............

NEW BUDGET AUTHORITY (GROSS) DETAIL
40.00 Appropriation..............
40.35 Appropriation rescinded....
43.00 Appropriation (total)

CHANGE IN UNPAID OBLIGATIONS:
72.40 Obligated balance, start of
YEAT . . it e
73.10 New obligations............
73.20 Total outlays (gross)......
74.40 Obligated balance,
end of year ...............

OUTLAYS (GROSS), DETAIL

86.90 Outlays from new current
authority. ... ... ... ... ...

86.93 Outlays from current
balances v . ww v s ws s o ww o s o

87.00 Total outlays..............

NET BUDGET AUTHORITY AND OUTLAYS
89.00 Budget authority...........
90.00 Outlays...... ...

147
8,993
-424

~-8,716

9,000

8,993

804
8,716
-8,632

888

7,906
726
8,632

9,000
8,632

1997
budget

9,229

9,229

=951229

9,229

9,229

888
9,229
-9,212

905

8,768
444
9,212

9,229
9,212

1998
estimate

9,380

9,380

-9,380

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 1997 1998
actual budget estimate
Direct Obligations:
Personnel Compensation:

11.3 Full-time permanent....... 4,183 4,475 4,620
11.5 Other personnel

compensation ............. 31 25 25
11.9 Total personnel

compensation.............. 4,214 4,500 4,645
12.1 Civilian personnel

benefits.................. 1,304 1,320 1,320
13.0 Benefits for former

PErsOonNel. . . euc e mnins
21.0 Travel and transportation

of persons ............... 15 40 30
22.0 Transportation of things.. 0 3 1
23.1 Rental payments to GSA ... 1,667 1,667 1,667
23.3 Communications, utilities,

and miscellaneous charges. 52 85 85
24.0 Printing and

reproduction.............. 22 23 23
25.2 Other services............ 193 366 347
25.3 Purchases of goods and

services from government

EOUYCEB: smsvsumiip@esimags 89 157 53
25.4 Operation and maintenance

of fagilities s mausmmss 0 8 8
25.7 Operation and maintenance

of equipment.............. 72 92 92
26.0 Supplies and materials ... 136 160 150
31.0 Equipment ................ 400 108 108
41.0 * Grants, subsidies, and

contributions............. 552 700 851
99.9 Total obligations......... 8,716 9,229 9,380
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UNITED STATES COURT OF VETERANS 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
survivor annuitant from fund assets.

UNITED STATES COURT OF VETERANS APPEALS
COURT OF VETERANS APPEALS RETIREMENT FUND

1996 1997 1998
actual budget est.
Unavailable Collections Schedule:
Balance, start of year:
01.99 Balance, start of year.......... 2,184 2,749 3,191
Receipts:
02.01 Earnings on investment.......... 139 145 150
02.02 Employer contributions.......... 436 325 325
02.03 Employee contributions.......... 10 5 5
02.99 Subtotal, receipts.............. 585 475 480
03.00 Offsetting collections.......... -20 -33 -33
04.00 Total: Balances and collections2, 749 3,191 3,638
Appropriations:
05.01 Judges survivors annuity fund... -20 -33 -33
07.99 Balance, end of year............ 2,749 3,191 3,638

1k
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COVINGTON & BURLING
1201 PENNSYLVANIA AVENUE, N. W,
P.O. BOX 7566
WASHINGTON. D.C. 20044-7566
12021 662-6000

LECONFELD MOUSE
CuR20N STREET
LONDON wiY BAS.

TELEFAX: 12021 662-86291
TELEX: 89-503 ICOVLING WSHI
CABLE: COVLING

DAVID B. ISBELL

DIRECT DIAL NUMBER

12021 662-5518 BRUSSELS CORRESPOMOENT OF FICE
44 AVEMUE DES ARTS

December 19, 1996 BRUSSELS 1040 BELGIUN
TELEPONE, 32-2-312-9890
veLErax 32.2.202 1308

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:

On behalf of the Veterans Consortium Pro Bono Program, I
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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COVINGTON & BURLING

Hon. Frank Q. Nebeker
December 19, 1996
Page 2

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.

&:};‘lrs ’ W

David B. Isbell
Chair, Advisory Committee
Veterans Consortium

Enclosure

cc w/enc: Advisory Committee
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THE VETERANS CONSORTIUM PRO BONO PROGRAM
FY 1998 Proposed Budget Highlights

CASE EVALUATION AND PLACEMENT (CEPC) $635,370
CEPC proposes a $99,249 increase over the FY97 budget.

Budget Increase Summary:

Personnel costs reflect an increase of $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 DAV 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. In fact, only one such no-cost case evaluator has been
provided (by DAV); 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 budget, to four case evaluators contemplated by the
FY98 budget, 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 FY96, 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 staffing for FY97, described in the preceding paragraph, we are
not likely to make much if any headway in reducing the backlog in the current year.

b. Increased number of case filings at the Court in FY-96 and early FY-97.

c. Actual increase, and projected further increase, in number of BVA 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-of-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-of-
living and merit increases.

Travel - We have requested an increased allocation of $1,500, to provide for continuing legal
education for CEPC 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 Increase 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 $1,100 to cover the cost of mailing 2000 program brochures to
attorneys.

Other includes $1,100 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 [ncrease 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 Other line increases by only $80. We anticipate distributing 112 copies of the revised Veterans
Benefits Manual. The estimate cost at this time is $100 per 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 cover 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 10% per case
increase over the FY96 budget of $1,675 per case; it also reflects a reduction from the total number of
budgeted cases (30) in FY96 and FY97, as we continue to fine-tune this requirement.

GRANT ADMINISTRATION $ 20,000

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:

1 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’ Qutreach Program (DVOP)
staff and Local Veterans’ Employment Representatives (LVER) 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, LVERS 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. LVERs 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 VA facilities and other places
where veterans can be found who may be in need of employment and training assistance.

DVOP and LVER 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 LVER 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 VA training programs find suitable
employment. Through the National Veterans’ Training Institute (NVTI), 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, LVER staff will give particular emphasis to
monitoring Federal contractor job listings. As a result of amendments by the 104th 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 LVER 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
LVER 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 $71,386,000 provided for
the LVER program supported 1,404 positions. LVERs 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

renninl dicahlad vataranc
Spetini drsacied veterane,

‘ In addition to their direct employment services to veterans, DVOP and LVER 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 LVER 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). InFY 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 of $2,672,000 provided for the National Veterans’ Training Institute (NVTI)
supported 71 classes, in which training was given to 1,574 veteran service providers.
NVTI also provided TAP training to 550 Department of Defense participants under a
reimbursement 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 4,100 service-connected disabled veterans,
Vietnam era veterans or recently separated veterans. These grants operated from July 1,
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 in JDbS
The remaining funds were set-aside for innovative, pilot, demc and r
projects with the American GI Forum, the New York Veterans Leadership Program, the
Alabama Department of Industrial Relations Federal Contractor Project, and others.

Fiscal Year 1998 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: (1) 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 fi g for
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 I'V, 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 104th Congress) for Homeless V
Reintegration Projects (HVRP).

The Department is requesting $7,300,000 for the JTPA IVC. It is anticipated that

$€,000,000 of thege fundc will be awardad thron b 2 comnet c tn Qtate entitiec

through each State's Governor's office. This competmon 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 in jobs.

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 $77,078,000, and for the
DVOP is $80,040,000. These amounts reflect a small shift of funding from the DVOP to the
LVER 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 LVER 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 VA and better training of those working with program
participants, we will do better both this year and during FY 1998.

LVERs will ensure delivery of services to those needing intensive help, with a primary
focus being VA Vacational Rehabilitation and Counseling program participants, using a case
management approach to services. LVER staff will play a greater role in monitoring the
provision of priority services to veterans by all State Employment Security Agency (SESA) staff.
LVER staff will emphasize referral of disabled veterans to Federal contractor vacancy listings.
Also, LVER 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 $80,040,000 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 h 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 VA. 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 LVER 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 (LVER)
program and the Disabled Veterans' Outreach Program (DVOP). It also administers grants-to-
States and other entities as authorized under the JTPA IVC 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 (NVTI) 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 LVER 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
findings in a Department of Defense studv. which indicated notably 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. I 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.

[ 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. [ 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 Year 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
delays in filling these iohs during the first quarter. savings were realized -- VETS has already
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 determine 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 Services account, VETS -- through grants to States and innovative projects - will serve
over 4,000 veterans and place over 2,000 into jobs.

1 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. HERRLING, 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 the 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 shouid remain,
a reflection of the high regard in which we, as a nation, honor their service and
sacrifices.

As you know, the American Battle 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 World War 1) 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 | and 14 World War |l 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 | or World War |l 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 |, 93,243 of World War Il 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 | and ll 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

39-302 97-6
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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
government 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
alternatives 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 Government 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 Roil 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 Il Memorial. As you know, on May 25, 1993, President Clinton signed
Public Law 103-32 directing the ABMC to build a World War Il Memorial. The
World War Il 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 accomplish the work in the required time. The
jury interviewed the finalists and made its recommendation to the Commission
on October 31. The World War Il 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
unveiled the winning design by Friedrich St. Florian, former Dean of the Rhode
Island School of Design, and a current professor at the school. Teaming up with
Professor St. 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 || Commemorative Coin sales and the $5
Million transferred from Department of Defense. The American Battle
Monuments Commission is working closely with the World War Il 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 Il 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 OMB
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 OMB, 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 Battie 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. | will be pleased to respond to your
questions.
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