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HEARINGS ON THE REPORT OF THE PRESI-
DENT’S TASK FORCE TO IMPROVE HEALTH
CARE DELIVERY FOR OUR NATION’S
VETERANS

TUESDAY, JUNE 3, 2003

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

The committee met, pursuant to notice, at 10:03 a.m., in room
345, Cannon House Office Building, Hon. Chris Smith (chairman of
the committee) presiding.

Present: Representatives Smith, Simmons, Boozman, Bilirakis,
Evans, Gutierrez, Snyder, Rodriguez, Michaud, Strickland, Brad-
leﬁ, 1f?)eauprez, Brown-Waite, Renzi, Murphy, Ryan, Davis, and
Udall.

OPENING STATEMENT OF CHAIRMAN SMITH

The CHAIRMAN. Good morning. I want to welcome all of you to
the hearing. It is a pleasure to have Dr. Gail Wilensky, a noted
health economist, former Administrator for the Health Care
Financing Administration, and the co-chair of the President’s Task
Force to Improve Health Care Delivery for Our Nation’s Veterans,
here today to present the findings from the Task Force’s Final
Report.

When President Bush announced early in his presidency that he
was creating a task force to study the health care being provided
to our Nation’s veterans, he served notice to two very large organi-
zations—the Departments of Veterans Affairs and Defense—that it
would no longer be “business as usual.”

By virtue of his decision, both VA and DOD have already begun
paying much closer attention to the concerns and needs of veterans
and each other. And based upon recent reports, including this one,
I am pleased to see that a greater commitment to sharing has
made some progress, although there is still much to be done. I con-
gratulate the President and the two secretaries for having recog-
nized that the Nation expects more cooperation between their de-
partments than occurred in the past.

But, as the PTF report states, “in spite of extensive research and
efforts to increase VA/DOD sharing and collaboration, and thereby
improve veterans’ access to care, the results until very recently
have been at best marginal, or at worst, superficial.”

While there is an obvious area of commonality between these two
departments, and particularly in the populations served by their
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respective health care systems, both of these departments have dis-
tinct missions and challenges that frequently eclipse the need for
collaboration between them.

In this regard, the President’s Task Force has reached a similar
conclusion to what this committee has found repeatedly in the
years I have been a Member of Congress. For a variety of reasons,
the two departments have often acted toward each other as if they
were agencies of different nations, and sometimes not particularly
friendly nations at that.

I first noticed this attitude at military installations in my own
congressional district in New Jersey. Over the past 23 years, I have
represented all or parts of Fort Dix Army Base, McGuire Air Force
Base, and Lakehurst Naval Air Engineering Station, which are lo-
cated adjacent to one another in central New Jersey. I can recall
trying to travel from one base to the other. It seemed as if I had
to have a passport to go from one border to the other.

Today, there is much better cooperation among these bases, but
my experience taught me how difficult it can be to achieve collabo-
ration among organizations with separate and distinct missions.

I would note that Congress has acted on numerous occasions over
two decades to improve VA-DOD cooperation and resource sharing,
including legislation enacted last year in the DOD authorization
bill, and most recently, new legislation sponsored by Congressman
Boozrﬁlan of this committee that was approved by the House last
month.

Yet if you look at the Task Force report and web site—and I com-
mend the web site to all of you for its breadth and depth of data—
you’ll note that the amount of actual collaboration between the two
departments’ health systems is surprisingly low. Despite over
700,000 military retirees receiving some or all of their health care
from VA, very little resource sharing actually takes place.

While the two departments have continued to negotiate on mean-
ingful improvements to reduce the perceived gulf between an indi-
vidual being on active duty and then becoming a veteran, too often
these efforts occur in isolation from one another and seem to ignore
reality, and thus, to deny real needs.

The Task Force has identified a number of common-sense man-
agement improvements that would promote greater efficiency, par-
ticularly concerning the need for committed leadership, providing a
seamless transition to veteran status, and removing barriers to col-
laboration. This committee will work with the administration and
veterans’ advocates to help implement these ideas.

Perhaps the most important recommendations will come as a
surprise to some, but not to most. In the course of their work, the
Task Force reached a unanimous conclusion; it found that the key
factor interfering with improved collaboration between the two de-
partments is the current mismatch between demand for VA health
care and available funding.

The Task Force concluded that this mismatch could “threaten the
quality of VA health care” and that it “impedes efforts to improve
collaboration between VA and DOD.” In other words, until VA has
a properly-funded health care system, it will be unable to take full
advantage of the collaboration or resource sharing within the De-
partment of Defense.
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In order to achieve the maximum efficiency from both health care
systems, we need to fund both of them fairly and adequately. As
long as the funding problems remain, it is hard to imagine how
other recommendations made by the Task Force can overcome this
basic dilemma.

Although there will be many questions about how to reform VA’s
health care funding system, it is clear that fixing the funding sys-
tem is essential to assuring better use of taxpayer funds, and, most
importantly, to improve the delivery of benefits and services for
military veterans.

With that, let me introduce our witnesses. But before that, I
would like to yield to my good friend and colleague, Mr. Evans, for
any opening comments that he might have.

OPENING STATEMENT OF HON. LANE EVANS, RANKING
DEMOCRATIC MEMBER, COMMITTEE ON VETERANS’ AFFAIRS

Mr. Evans. Thank you, Mr. Chairman. Doctor, let me welcome
you for coming forward today. I commend you and the other mem-
bers of the President’s Task Force on your report. It recognizes that
there is a significant gap between veterans’ health care needs and
the funding that is provided to meet those needs. Your report also
cites mandatory funding as a viable way to address this serious
flaw. We view it as not only viable; it is essential.

I would be remiss if I did not point out that distinguished alumni
of this committee were members of the Task Force, and contributed
significantly to its progress and conclusions. Our good friends John
Paul Hammerschmidt and the late Gerry Solomon, both of whom
were ranking minority members of the committee, served as co-
chairmen of the Task Force. You would be hard-pressed to find
more loyal, outspoken champions of veterans and their causes.

Doctor, we appreciate for the most part the report as submitted,
but we do have some concerns. I'm particularly interested in why
the Task Force stopped short of recommending a guarantee of
funding for health care for Priority 8 veterans. It would be interest-
ing to hear a characterization of the deliberations of the President’s
Task Force in this regard.

I note that a dissenting opinion was filed with the report that
broaches this subject. I want to thank our Chairman for giving the
authors of this opinion, as well as the veterans’ service organiza-
tions and the Department of Veterans Affairs, an opportunity to
testify at a second hearing on June 17.

Again, I do appreciate the Task Force’s work, and generally ac-
cept its findings in regard to the considerable mismatch between
demands on the VA health care system and its funding, and the
call for increased VA-DOD sharing. Mr. Chairman, thank you, and
I yield back the balance of my time.

The CHAIRMAN. Let me—Vice Chairman Bilirakis? Would any
other members like, before we go to—let me go over here to Mr.
Boozman.

OPENING STATEMENT OF HON. JOHN BOOZMAN

Mr. BoozMAN. I'd just like to comment, one of the co-chairs, Con-
gressman Hammerschmidt, held this seat that I hold now 10 years
ago. And I know firsthand, in visiting with him and things, how
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hard that you all worked, and how seriously this was taken, and
that this really was a major effort. And again, I really do want to
compliment him and the rest of the Task Force for working so hard
and bringing us this information.

The CHAIRMAN. Mr. Rodriguez.

OPENING STATEMENT OF HON. CIRO D. RODRIGUEZ

Mr. RODRIGUEZ. Thank you very much, Mr. Chairman, and
Ranking Member Evans, and Dr. Wilensky. It’'s a pleasure to be
here, and also listen to the Final Report of the Task Force. And I
want to commend you and fellow committee members for the hard
work and the good work that you’ve done, and particularly for your
willingness to address what you termed the growing mismatch be-
tween the funding and the demand, which there’s no doubt that we
have, you know. And I want to thank you for that.

I also want to commend our Ranking Member Lane Evans for
announcing his intentions to introduce the Assured Funding for
Veterans Health Care Act for 2003. I will be also original co-spon-
sor of that particular legislation, and I strongly believe that the
best interest of our Nation’s veterans is to find the solution for that
inadequate budget request that we have before us.

And especially as we look at the demographics out there, there’s
really a demand right now for us to come up to the plate because
of the number of our veterans that are reaching that age where
they need us the most. So I just want to encourage the members
to kind of look at that now before they pass away and we fail to
respond to some of their needs.

I also want to just mention that based on the report—you know,
maybe you can comment on it—I was surprised to find that 1.1 bil-
lion shortfall in this year’s budget request that was supposed to be
filled, the so-called management inefficiencies. And maybe you can,
you know, mention that a little bit more. But thank you very much
for your hard work that you've done in that. Thank you, Mr.
Chairman.

The CHAIRMAN. Thank you. Let me now introduce our very dis-
tinguished panelist and witness, Dr. Gail R. Wilensky, who was ap-
pointed by President Bush in 2001 to serve with our good friend
and former colleague for many years, the late Gerry Solomon, as
co-chairs of the President’s Task Force to Improve Health Care De-
livery to Our Nation’s Veterans.

Tragically, as we all know, Gerry Solomon died in 2001, the ef-
fects of a chronic heart disorder. And the report of the Task Force
has been commissioned in his memory, a fitting tribute to this
great Marine and great man and wonderful Member of Congress.

John Paul Hammerschmidt, the former ranking member of this
committee for many years, was designated to co-chair the Task
Force thereafter. Although John Paul could not join us today, I
would like to commend him for his job well done as well. But we
are extremely fortunate to have Dr. Wilensky, who co-chaired the
Task Force with him, who also serves as the John M. Olin Senior
Fellow at Project HOPE.

Dr. Wilensky is a previous chair of the Medicare Payment Advi-
sory Commission, which advises Congress on payment and other
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issues related to Medicare. And she also chaired the Physician Pay-
ment Review Commission.

Dr. Wilensky served as deputy assistant to President George
H.W. Bush for Policy Development, and prior to that was adminis-
trator for then what was called the Health Care Financing Admin-
istration, or HCFA, overseeing Medicare and Medicaid programs.

Dr. Wilensky is an elected member of the Institute of Medicine,
serves as a trustee of the Combined Benefits Fund of the United
Mineworkers of America, and of the Research Triangle Institute,
and is an advisor to the Robert Wood Johnson Foundation and the
Commonwealth Fund. Dr. Wilensky received several collegiate de-
grees at the University of Michigan.

The committee welcomes you, and we look forward to your testi-
mony, Doctor.

STATEMENT OF GAIL R. WILENSKY, Ph.D., CO-CHAIR, PRESI-
DENT’S TASK FORCE TO IMPROVE HEALTH CARE DELIVERY
FOR OUR NATION’S VETERANS

Ms. WILENSKY. Thank you. Mr. Chairman and members of the
committee, I'm pleased to be here today to discuss the Final Report
of the President’s Task Force to Improve Health Care Delivery for
Our Nation’s Veterans.

As you have already acknowledged, I was joined in this initially
by former Congressman Gerry Solomon, and later by your former
colleague John Paul Hammerschmidt. And it has been a labor of
almost 2 years now that it has taken to produce this report.

It is a joint effort. It is not the single effort of either a co-chair
or the two co-chairs. And obviously, you need to regard it as the
result of a committee effort. We are very pleased with it, and we
think the report basically speaks for itself.

Our work was carried out in very open manner. All of our meet-
ings were held open to the public. Any of your staff could, and on
occasion did, attend these meetings. All of the briefing slides were
posted on a web site. And within a very short time after each of
our public meetings, a verbatim transcript of the Task Force was
also on the web site. The Final Report has been mailed to each of
you, both its full version and its short version, but it is also avail-
able on the web site for you to use or distribute to any people that
you think would be appropriate.

I mention that, because I think it is important—although I'm
very glad to answer questions—on how we came to recommend
what we recommended. If you want to have a better sense about
what happened during the committee deliberations, you actually
can thumb through voluminous pages and get the flavor of what
happened at the meeting for yourselves.

As you indicated, we were established in May of 2001, almost ex-
actly 2 years ago, at an event at the White House on Memorial
Day. The President then asked former Congressman Solomon and
myself to serve as co-chairs. Later in the summer, 13 other mem-
bers were appointed.

We are a very diverse group, and we believed it was important
that we are a diverse group of individuals who came, who donated
our time over a 2-year period, and came out with a series of rec-
ommendations, all of which, but for one—which, of course, I'll be
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glad to address if you want—was supported by the full Task Force,
23 numbered recommendations, some 35 specific recommendations.
All but one of them had the full support of all members. One had
some alternative versions that were preferred by some of the Task
Force members.

When we were established, we were given basically three
charges. First, to identify ways to improve benefits and services for
VA and DOD beneficiaries through better coordination of the two
departments. Second, to review barriers and challenges that im-
peded that cooperation, and to find ways for opportunities to im-
prove that. And third, to identify opportunities for improved re-
source allocation so that VA and DOD could make the best use pos-
sible of their resources.

We carried out this focused work on collaboration. But as we
went along, we realized that there were other issues that were not
part of our direct charge that we could not avoid. And you have al-
ready made mention of the biggest one of those. That is, the mis-
match between the demand and the available funding in the VA.
And that if we were to reasonably address issues of collaboration
and sharing and better resource allocation and removing barriers,
we needed to deal with this issue of a mismatch between the de-
mand for services and the available funding.

We hope that our recommendations, all of them, will aid the Con-
gress in finding ways to improve collaboration, but more impor-
tantly, to improve the health care that is provided to our Nation’s
veterans.

Our goal early on was to not add one more report to your
shelves, or to kill a lot of trees—although we probably did that dur-
ing our time—Dbut rather, to find a series of recommendations that
could be implemented. And that was a constant focus.

We have gained from the participation of people who have spent
many years on the Hill, either as your former colleagues or as
former staff. And as I've indicated, we believe that in general, the
report speaks for itself, but I would like to review some of the spe-
cific recommendations with you, and also, obviously, to answer any
questions.

As you know better than I—because many of you have been at
this particular issue longer than I have—this issue of VA-DOD col-
laboration is not a new one. It has now more than a 20-year his-
tory, and it has been characterized as one of fits and starts. There
is occasionally flurries of activities, usually because of what goes on
at the local level, but it has rarely been a sustained activity.

We identify very early on that the single most important issue
for having sustained collaboration efforts between the VA and DOD
is senior leadership commitment. It has not been, in our view,
present during this whole 20-year history of the congressional
interest. It seemed to increase in the mid-1990s. It then waned to
some extent, and in the last couple of years, has increased
substantially.

We believe, at least in part, we are seeing the reflection of a
President’s interest in an issue, and there is nothing like a presi-
dential issue to bring an issue to the perspective of two secretaries.

We believe that the current leadership focus within the depart-
ments is very effective. We are very impressed with the activity of
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the Joint Executive Committee, which is chaired by VA Deputy
Secretary Mackay, and also DOD Under Secretary David Chu, and
we are also impressed with the Health Executive Committee. And
we would like to see that continue. We were pleased with congres-
sional action to put in statutory language these important ele-
ments, and we think that their institutionalization is very
important.

It has been a theme in our report and in our deliberations that
we are very impressed with activities we see from time to time.
And we have struggled with how to institutionalize them, so that
when the particular individuals who are involved with that collabo-
ration move on to other areas, they do not go away. And in this
effort, we would like to encourage you to be vigilant in following
that the now present joint collaboration at these very senior levels
of the VA and the Department of Defense continue on into the
future.

We also think it’s important that field managers understand the
commitment of their top leadership, too, for their collaboration.
That also works very well to continue in engagement, if people who
are actually at the operational level believe that they are following
something that is reflecting the commitment of their leadership.

We did try to make the point—and I would like to have an oppor-
tunity to stress this to you—we are not looking at collaboration for
the sake of collaboration. We are looking at collaboration between
the VA and the DOD, because we believe it is important as a way
to get timely access to good quality health care for veterans and
the current military retirees, and also to find a way to reduce the
cost of health care in terms of the services that the VA and the
DOD provide.

So collaboration is important, but we try to remind ourself peri-
odically our focus was on making sure that veterans have access
to good quality and timely health care.

We found that there are a number of process and institutional
issues that need to be changed if we are to have improved collabo-
ration. And we attempted through these 25—and in part, 35—
major recommendations to come up with very specific ways that
would work to improve this collaboration.

The idea that we are trying to accomplish is to make the transi-
tion from military service to veteran status seamless to the individ-
ual. That is fundamentally what our goal is, and it is important in
order to have that happen that we remove some of the barriers.

We came to the conclusion that one of the most serious problems
that needs to be addressed has to do with timely, high-quality, ef-
fective information sharing, that when you talk to the clinicians at
these joint sites—and several of us made a number of field trips
on our own so we could see both what was working and what was
not working—was the inability of the VA and DOD’s electronic
medical record systems to readily share data was a sense of enor-
mous frustration.

It was particularly frustrating for me to see what represents the
most advanced electronic medical record systems in the country
that is provided by the VA and the DOD individually have enor-
mous difficulty in communicating with each other. And that was a
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source of considerable discussion among us, and some of our
recommendations.

It was frustrating enough to some of the local leadership that
they would invest some of their scarce facility resources in order
to try to improve on an ad hoc basis information sharing at the
local level. And we have identified electronic medical record shar-
ing as one of the focus areas.

The problem is not a technology problem, as best we can tell, as
best we can tell from the advice of our technical experts, but rath-
er, the will and the leadership to get around the silos that cur-
rently exist. We need to have electronic medical records that can
share data in order to foster collaboration between these two sys-
tems, but also because it’s the best way to reduce medical errors
and the costs that are associated with medical records.

And so we have recommended the development and employment
of interoperable bidirectional standard space electronic medical
records, and we have recommended that this occur by the year
2005. We believe it is possible, although it will push the VA and
the DOD to meet that target date. But it will help accomplish a
number of objectives in terms of the seamlessness so that informa-
tion that is related to what happens in employment, to occupa-
tional exposures, and other issues that reflect what happens during
an individual service members’s history will be readily available at
a time when it is needed so that health care can be provided.

There have been a number of instances in the last few years
where the inability to track where people have been and what they
may have been exposed to have caused enormous frustration for
the Congress and for the people providing services to the veterans.

The process for determining eligibility for veterans benefits and
for reviewing their health status and for receiving timely access to
VA health care needs to be accurate, and it needs to be seamless
for the individual service member. We think that this should start
with a single physical from discharge. We think when the individ-
ual separates, the DD214, which I had previously not been aware
of, needs to be available in a timely way. It needs to be transmitted
electronically so information goes from the DOD to the VA. It is
our sense that it is the single most important barrier now for veter-
ans to get timely access to the benefits they are entitled to when
they are leaving the military, and that it is now frequently—al-
though not always—slow, cumbersome, and bureaucratic in its
process.

We need to make sure that the joint ventures that go on are
viewed as more than pilots. There is a tremendous amount of activ-
ity. As I've indicated, we want to institutionalize it so that it is not
just subject to the individuals who are there, and that we want to
see these joint ventures as integral to the activities of the VA and
the DOD. And we've made a number of recommendations as to how
we think that should occur in terms of how the Joint Executive
Committee should look at it, and that all proposed VA and DOD
facility construction within a geographic area should be evaluated
as potentially available for a joint venture until it is demonstrated
or believed that that is not appropriate.

As I have indicated, and as you mentioned early on, although we
focus primarily on the issues that were directly in our charge, we
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did keep bumping up to the fact that there is a mismatch between
the demand for services in the VA and the funding that is available
to meet that demand. And that although there has been some his-
torical gap in the funding that is present in the VA services, the
current mismatch is far greater for a variety of reasons, and its im-
pact, we believe, has been more detrimental than has occurred in
the past, and that it really has interfered with the VA’s ability to
provide high-quality health care and support that the system needs
to the veterans.

We are concerned about this not only because of how it impacts
overall collaboration, which was our charge, but we were concerned
because of its direct impact on the ability of the VA to provide
quality health care. It is, as you know, and as is available for pe-
rusal in the records, an area where there was the greatest dif-
ference of opinion among members.

But I think that while it is appropriate to discuss why we believe
there was some disagreement or difference of opinion with regard
to the treatment of veterans in the Category 8, we do believe it is
even more important that you understand and focus on the una-
nimity of our recommendation regarding the treatment of veterans
in Categories 1 through 7, those veterans who have service-con-
nected conditions, or with income below a specific income threshold
geographically adjusted.

We believe that if our recommendations regarding the funding
for those who have historically and traditionally received care
through the VA would be provided, we would see a significant
change in how the government fulfills its commitment to these
veterans.

We believe that by providing full funding so that all enrolled vet-
erans in Categories 1 through 7 had funding, they would be then
able to receive in a timely way the comprehensive benefits within
the VA’s established access standards. We think it is sufficiently
important that the access standards be met that we are rec-
ommending that if the VA in some areas cannot provide those serv-
ices to meet their own standards, that care be offered outside of the
VA service so that the standards can be met. This would allow for
a timely receipt of care, and the elimination of the waiting lines for
those who are in Categories 1 through 7.

We have had some legitimate disagreements about how Category
8 veterans should be treated. And they ranged from like 1 through
7’s, to pay-as-you-go, to believing that we had neither the informa-
tion nor the authority to make such decisions.

But we were unanimous on one issue with regard to 8s. And
again, I want to encourage you to focus on this aspect, which is
that the present situation is not acceptable, and that it needs to
be resolved through decision-making by the Congress with the
White House. And we believe that that is our most important con-
tribution with regard to the treatment of Category 8’s.

This concludes my statement, Mr. Chairman. I would be very
happy to answer any questions that you or other members of the
committee has with regard to the report. Again, I will encourage
you at your leisure to read the full report, as well as the short ver-
sion. And both the commissioners, speaking on behalf of them, and
the staff members, some of whom will now be continuing their
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work with the VA, would be happy to work with you in the future
as you try to implement our recommendations. Thank you.

[The prepared statement of Dr. Wilensky appears on p. 118.]

The CHAIRMAN. Dr. Wilensky, thank you very much for the ex-
traordinary job you have done heading up this commission. I have
read the report very carefully. As a matter of fact, I yellow high-
lighted so much of it, it was almost like why don’t I just put it all
in yellow. There were so many good, solid recommendations made
in this report. And I would pledge to you that our committee will
seek to encourage the administration, the VA, DOD—but especially
the VA, where we have more jurisdiction—to implement this
faithfully.

As you point out in the report, going back to the Sharing Act—
and I was a co-sponsor of the Sharing Act. Ron Model and Sonny
Montgomery and John Paul Hammerschmidt produced a bill that
looked like it was revolutionary in that it would finally get DOD
and VA to collaborate. And unfortunately, 20 years later, 23 years
later, there’s next to nothing to show for it. Although as you indi-
cated, there has been an up-tic recently.

But as you point out in your report, the 1991 report of the Com-
mission on the future structure of veterans’ health care went
unimplemented, the transition Commission recommendations
largely went unimplemented. The Eagle Group’s 2001 recommenda-
tions, unimplemented. The GAO reports, one after the other after
the other that would show where we could realize significant gains
and cost avoidance, unimplemented, by and large.

So this, I think, you have provided us with a significant blue-
print. You know, the President is talking about the road map in
the Middle East. You've given us a road map for health care financ-
ing reform for the VA and the DOD that is truly a jewel. And we're
going to work very hard on this committee in a bipartisan way to
implement every aspect of it. And if there’s a reason why not, we
want to know, “Okay, what’s better?” As you pointed out, the sta-
tus quo is clearly unacceptable.

As you know, last year, I introduced—and I was joined by Mr.
Evans and 129 other members—H.R. 5250, which would have pro-
vided a mandatory funding mechanism for the VA. And frankly,
while it was a good start, all of us, I think, had questions about
what is the proper formula. We started off with 120 percent of the
2002 number per enrollee, thinking that, you know, we could tweak
it, go up or down based on what the real need might be. But still,
it was a sense of we don’t know what is the best way to predict,
based on formula, a capitated plan how to go about it.

You make two recommendations, as you know, with regards to
two alternative approaches in Recommendation 5.1. The first would
be to impanel a board of experts—or actuaries, as you call them—
to identify the funding requirement for veterans health care, and
it must be included as the President’s request. It would essentially
bypass the Office of Management and Budget, so that Congress
would get, in an unfettered, untarnished way, what the real need
is based on an honest assessment without any other considerations
about spending priorities worked into that equation.

The other would be to go with that original 5250 that we had in-
troduced last year, which would be a capitated formula.
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Now, in looking at this, if I could ask you, did the commissioners
have a preference? When you looked at, for example, the second ap-
proach, which was our approach last year which we introduced, did
you run up against the same potential problems what is the right
formula? You know, how are we going to arrive at and define what
the right number is? Or did you have any recommendations along
those lines? And of the two, did you have a preference? Did you
find that one might really be the way to go about this?

Ms. WILENSKY. We actually tried to be clear that we were listing
these two strategies as what we regarding as examples among a
larger potential set of strategies, not all of which we felt we were
able to identify. The two we recommended were obvious examples
of one because it existed in legislation, and the other because it ap-
proximated what DOD does for the under-65 population. So they
were living examples.

But we thought there were many other examples that might be—
or at least some other examples that might be relevant. We had the
advice of individuals who both had experience on the Hill and expe-
rience in the executive branch. And our deep desire was to try to
avoid some of the institutional in-fighting that might go with a spe-
cific mechanism to be used, and to indicate what we wanted to see
the outcome, which is full funding, with the follow-on recommenda-
tion that if the VA can’t meet its own access standards that it be
forced to offer services purchased on the outside, that that was es-
sentially how we wanted to go.

We did have some discussion as to whether mandatory funding,
as defined, would necessarily eliminate waiting lines, and we did
not—at least some of us did not believe that was necessarily the
case for the reasons that you have, in fact, suggested.

There were some members of the committee who much more ag-
gressively wanted to say how this should be done. But the majority
of the committee believed that what we wanted to say was, “This
is what we want to have happen—full funding. And if you can’t
meet your own access standards, go buy the services.” And the
Congress basically needs to come up with a strategy as to how that
happens, obviously with the cooperation of the White House.

We do understand the concern about having budgetary reviews
so that what goes or comes out of the administration might not be
independently reflective of what went in, and that was why we
used the first example.

The CHAIRMAN. I appreciate that. Your commentary basically re-
flects where my thoughts are with regards to a concern that at the
end of the day, if we get the formula wrong, and then have to go
through a very difficult process of enacting a new formula, we
could end up disenfranchising veterans unwittingly, as opposed
to—and there’s no fool-proof method here, obviously—the first rec-
ommendation, which—and we’ve been working on some draft legis-
lation to try to accommodate that recommendation—seems to pos-
sess the kind of flexibility, provided we don’t have the red pen
going through it as it goes through OMB.

And again, they have a very difficult position to—and very dif-
ficult task in trying to figure out how to formulate a budget. But
it seems to me that if the cause and the goal is full funding for
those who are eligible, the mismatch has to come to an end. And
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I think this blueprint, more than anything I've seen as a member
of this committee for 23 years, will be acted upon, and I think will
lead to significant reform, especially in the way that we fund veter-
ans’ health care.

So I am deeply appreciative, and I know many of my colleagues
are on both sides of the aisle, for the work you’ve done. It’s exhaus-
tive. You have taken the time to put together, you know, a mutu-
ally-reinforcing set of recommendations, that one builds upon the
other, and the linchpin being the full funding and the access stand-
ards that are found in Chapter 5. Mr. Evans.

Mr. EvANs. Mr. Chairman, I don’t have any comments or sugges-
tions about the legislation right now. But I would like to speak out
of order——

The CHAIRMAN. Oh, sure.

Mr. EVANS (continuing). To recognize a new staff director, Jim
Holley, from the VA. He was up on the Hill for many years, and
we're glad to have you back.

Mr. HoOLLEY. Thank you very much.

[Applause.]

The CHAIRMAN. The vice chairman of the committee, Mr.
Bilirakis.

OPENING STATEMENT OF HON. MICHAEL BILIRAKIS

Mr. BILIRAKIS. Thank you, Mr. Chairman. I'm losing my voice. 1
picked up a bug somewhere. And I, too, welcome Mr. Holley. It’s
good to see him again. I've been on this committee now—this is
about my twenty-first year. And it’s good to see you again, Jim.

Dr. Wilensky, what can I say? You and I worked on health care
in all these many years where we’d gotten sick in trying to improve
the health care system. That’s kind of literal.

So no one could have selected a better person than you to have
headed this committee, in my opinion, because of your longstanding
background in this area and the credibility that you have in the
health care field. And your suggestion on a full health exam at the
time of discharge, now, I don’t remember—I was discharged many,
many years ago, and I don’t think I had a full health exam. I do
know when I was transferred from one base to another, they had
some sort of an exam, because they found a bad tooth, and they
had a hammer and a chisel trying to get at the—they broke the
dang thing, and they had to—so anyhow, I knew that there was an
exam at that time.

But that’s a good idea. It’s something that I've been trying to get
in the Medicare bill, when a person goes on to Medicare, that
they’re—not required. It wouldn’t be mandatory. But at least to
have that available, or the funding available for a full medical
exam, which I'm sure ultimately would save some money.

Let me ask you maybe a generic question. The letter—the report
is dated May the 26th. At least that’s the date of your letter on the
report. This has been made available to the administration.

Ms. WILENSKY. Yes.

Mr. BILIRAKIS. Any comments from them yet?

Ms. WILENSKY. Let me share with you a process. Because it not
only requires legislative action, congressional action, to implement
some of our recommendations, but many of the recommendations
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can be implemented administratively. And because we were a Pres-
idential Task Force, we thought it important to keep the adminis-
tration aware of where our deliberations were going. And approxi-
mately once a month, I would brief Under Secretary Chu, and ei-
ther Secretary Principi or Deputy Secretary Mackay, and in addi-
tion, periodically meet with individuals from the White House to
indicate where we were going, particularly before the interim re-
port and before the Final Report.

My sense has been that at the two departments, we had very
good cooperation from having detailees made available to us to—
very responsive reactions to requests made at senior levels, and
Whﬁnever the request was made at the White House to brief as
well.

We have gotten very positive response in general ways. We have
not—it has not been very long since the formal report has gone up.
In fact, it was just a couple of days ago. So we have not had any
formal reaction. But informally, the departments and the White
House have seemed to be pleased with our recommendation in that
we have both addressed a lot of issues with regard to leadership
and seamlessness and transparency with some specific suggestions,
and that our recommendation in terms of access has seemed to be
in a reasonable and reasoned recommendation. So in a general
way.

Mr. BILIRAKIS. Okay. And it’s going to take an awful lot of co-
operation. And you use the words “be vigilant.” So we’ve got to be
vigilant to make sure that the cooperation is taking place, and
you're a Presidential Task Force, and you did receive courtesy, I
guess, at the top and whatnot. But you and I know that it’s the
people down on the line who are more often not the problem.

On the point of the mismatch—and I know others are going to
bring it up—was that made known to them prior to their actually
receiving this report? And if it was, any comments from them?

Ms. WILENSKY. The answer is yes, at least in the sense of indi-
viduals who are part of the White House structure that I interacted
with. That information was made available. Again, everything we
do was open to the public, so it was as much courtesy as anything
else, since our deliberations were already known what it was that
we were going to be recommending.

It does appear, as best we can tell, that the fundamental rec-
ommendation that we have made with regard to the full funding
of veterans 1 through 7 is or could be accommodated by the Presi-
dent’s 2004 budget, so that we do believe, at least at the get-go,
that what we have recommended within a general framework is at
least consistent with the broad budgetary guidelines.

The question about how you assure full funding over time is a
different issue, and it is one that we think is appropriately a con-
gressional matter to be worked out. But we have had support, in-
cluding the funding issue. Or at least we have not had any indica-
tion that what we have recommended is regarded as inappropriate.

Mr. BILIRAKIS. Just very quickly, Mr. Chairman. Is your rec-
ommendation, can that be interpreted as meaning mandatory fund-
ing for Categories 1 through 7?

Ms. WILENSKY. Well, we think it’'s very—the answer is we have
been very careful not to use the term “mandatory funding.” Be-
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cause we think you get into fights that you don’t need in order to
resolve a problem which I believe all of you support, which is hav-
ing full funding.

It was not an accident that we used the term “full funding” and
indicated there were a variety of ways to meet that. Some of the
commissioners would have been happy to stop at that level of say-
ing, “We’re recommending full funding so that certain things be ac-
complished, and there are a variety of ways to get there.” Others
felt more strongly they wanted some examples of what some of
those are. Because we don’t want to have an attachment to a par-
ticular strategy like mandatory funding get in the way of accom-
plishing what you want to see done.

And as a former HCFA administrator, I was very uneasy with
terms of entitlement, as well as some of our other members who
were very uneasy about what mandatory funding might mean in
terms of disputes between appropriators and authorizers. So we
thought it was much more important to focus on what we want to
see done, and not specifically as to whether it ought to be a manda-
tory funding.

At a more technical level, my understanding in some discussions
with some of our commissioners was the must-pay bill model that
the DOD uses for the under-65 is now technically mandatory
funding.

And so it was an issue where we thought it was important to
say, “Here’s what we want to see done.” And we actually—and sev-
eral of us actually felt rather strongly. We did not want to get
locked into what we know are very controversial concepts, like the
term “mandatory funding,” which carries with it a term of art.

Mr. BiLIRAKIS. The trouble is, we have to get locked into it.

Ms. WILENSKY. Yes.

Mr. BILIRAKIS. Yes. Thank you, Mr. Chairman.

The CHAIRMAN. Mr. Rodriguez.

Mr. RODRIGUEZ. Mr. Chairman, let me thank you. And also, Doc-
tor, let me also thank you for your comment when you said the
present situation is not acceptable. And I think we agree with you
that it’s not acceptable.

Let me ask you, I'm a little concerned with—you know, and I'm
pleased that you, first of all, made the Priority 1 and 7, because
I think that’s important. But I'm a little concerned with what—you
know, I want to get your explanation as to what the committee was
thinking when they decided to exclude Priority 8 veterans from VA
health services.

We just received a letter—you know, I got at least a comment
from the American Legion. And it’s my understanding, according to
them, that it impacts about 164,000 Priority 8 members. And ac-
cording to their letter, you know, you might have individuals such
as dJessica Lynch and a couple of the others that might fall under
that category. And I was wondering what the committee was think-
ing when they decided to indicate that Priority 8 veterans should
not qualify for VA services.

Ms. WILENSKY. What we said is we think that we need to see full
funding for those who have historically been treated by the VA.
And those who have historically been treated by the VA are people
with service-connected disabilities, which I suspect, actually, will
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be where Jessica Lynch ends up. Although I don’t know. She’s a
young woman and may have full recovery. Or those who are low-
income, including, importantly, the new Category 7’s, which are the
geographically-adjusted definition of the low-income.

This is not happening. And we think this is, first and foremost,
the function and obligation of the veterans hospitals. We are not
telling the Congress or the White House what they ought to do
about 8s. We are saying that for a variety of reasons, the tradi-
tional recipients of service are not being treated appropriately in
the sense of being able to get access to timely services that meet
the VA standards. And the 15 of us had no question that this needs
to happen.

If you show the ability to get that done, and the Congress and
the White House choose to do something for Category 8’s, you
should do whatever you think is appropriate. But put the money
behind it, so that you don’t end up backing out care for those who
have historically been served by the VA. That is, those who have
service-connected disabilities or who are low-income, which is what
we believe has happened now.

So we're not telling the Congress, because we thought it would
be presumptuous to do so, what you should do about 8’s. We're say-
ing the current situation means that the 1’s through 7’s are not
getting the care that they traditionally have looked to the VA to
receive.

Now, we understand that we’ve opened that door a little because
of the 7’s. But for someone like myself, as an analyst and re-
searcher by background, I regarded the 7’s as the corrected version
of the 5’s. That is, you can’t use an income cutoff and not have a
geographic adjustment, because cost of living is just too different
around the country. We want to see that problem resolved for the
1’s through 7’s.

Mr. RODRIGUEZ. That was my concern, if you had made a deci-
sion on the 8’s, whether a future task force might come before us
and decide to cut off the 7’s, and down the line, you know.

Ms. WILENSKY. Well, my view would be—and this may not make
you happier with the statement—but the specific cutoff of what
makes low-income that was chosen for the 5’s was chosen at I don’t
know exactly when, and I don’t know exactly who did it. Whatever
the cutoff is for the 5’s, that ought to be geographically adjusted.

So I'm not going to tell you that the current cutoff, which I think
is about 24,000 for an individual, and 29,000 for two, is the right
income cutoff. And by Medicare standards, that’s very high. Or by
Medicaid standards, that’s very high.

But I'm going to tell you that whatever you use in 5, you ought
to geographically adjust. Because the cost of living in Utah versus
New Jersey or New York or Florida is not the same, and that the
spirit of what you want to do requires a geographic adjustment.

So whether the particular income level that’s in the 5 is right is
a different matter that I don’t have any particular——

Mr. RODRIGUEZ. And I agree with you from that perspective. Be-
cause there’s no doubt that even from region to region, we’ve seen
the disparity of the types of services that are provided. And if
you’re a veteran in a particular region, you might get a lot more
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than if you’re a veteran somewhere else. And so we see the dispari-
ties there.

Now, did you all talk about figures in terms of money that’s
needed and resources that are needed to fulfill that 1 to 7
priorities?

Ms. WILENSKY. We asked informally for some budget assessment.
And we had an informal estimate by one of our staff who has a
very long history of being a budget and finance expert, that we
thought it was—I'm doing this from memory. I can give you this
information more formally. But I think for the 2004 budget, we
thought it was about $28 billion, or at least whatever—again, I'm
doing this from memory—that the current request, the 2004 re-
quest from the administration, including the presumption of about
a million dollars of administrative efficiencies, would accommodate
that 1 through 7 delivery.

Mr. RODRIGUEZ. And it would accommodate the disparities from
region the region?

Ms. WILENSKY. It would in the aggregate. This was what it
would take in the aggregate to provide services for the 1’s through
7’s so that they could have their services provided with meeting the
VA standards.

Now, again, what we acknowledge, one of the reasons that we
have the recommendation 5.2, which is that if VA can’t provide
them, they ought to buy them, is that particularly in the short
term, we think that even if the money in the aggregate is present,
it may not be possible for the VA to meet its own access standards
in the short term, because there will be spot mismatches in terms
of supply and demand.

We’re not suggesting that they ought to always go build. As you
know, we’re in a period where we’re having expectations of in-
creases in veterans and then decreases of veterans. And we think
it’s very important that a lot of thought go as to how short-term
mismatches get taken care of if the funding is there. Funding there
is a way to resolve the issue, and it’s not necessarily to expand ca-
pacity in order to provide the services.

Now, that is a level of detail that we did not get into as to where
that might occur. But in principle, the issue was one that we
discussed.

Mr. RODRIGUEZ. Thank you.

The CHAIRMAN. Thank you. Mr. Beauprez.

Mr. BEAUPREZ. Thank you, Mr. Chairman. Doctor, good to see
you. I want to follow some of that same logic, I guess, the money
trail, if we can. Did your Task Force get into the issue of the DOD-
VA collaboration? I've heard you speak about that. That intrigues
me. Did you try to quantify the efficiencies that might be gained
to any real degree?

Ms. WILENSKY. No. When the issue was raised, the issue was
raised not only in terms of the collaboration, but the issue was
raised as to what were the efficiencies possible of each of the two
departments worked at their maximum efficiencies, which we think
also impacts on funding requirements of the VA and the DOD. And
we did not believe that we had the time or budgetary expertise to
know how much more might be able to be done if each of the two
departments operated at maximum efficiency. Periodically, as I
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know you’re aware, there are reports suggesting one or both de-
partments have not resolved all of their efficiency issues.

What we were able to conclude, what we felt we were able to
conclude—and it was more a sense than a calculation—was that
the mismatch between demand and funding for the VA was so
great that even as we observed that increased number of veterans
being treated over time so that the resources for veterans was de-
clining was such that it was not within the relevant range, and
that therefore, there was a funding problem that went beyond, in
our view, anything that was likely to occur in terms of relief be-
cause of collaboration.

So we did not want to deny what it was. We didn’t particularly
feel capable to try to estimate the financial impact of increased col-
laboration and sharing. We felt that what existed was sufficiently
disparate from where we were that even if you had maximum effi-
ciencies, both from collaboration and individual operations, it
would not begin to accommodate the mismatch that we were ob-
serving.

So we did not want to downplay it. Several of our commissioners
repeatedly reminded us that we need to acknowledge that while we
are talking about increased funding, we need to put more pressure
on increased efficiencies within each individual organization, as
well as the potential for collaboration.

Mr. BEAUPREZ. And I suppose, from region to region and case by
case, that opportunity for collaboration may provide different levels
of financial efficiency——

Ms. WILENSKY. Absolutely. I mean, they are—right now, they
were basically one-off experiences. The joint efforts and collabora-
tion occur differently in different parts of the country. They were
very much the result of leadership in the military in the veteran
side, wanting to solve a problem and finding a way to do it, despite
no particular encouragement that was present.

And it was that that we were trying to institutionalize and en-
courage, and recognize that leadership at the top, recognition, this
is important, and the use of executive counsel, where you had an
ability to think through and to do a lot of—there are a lot of things
that if they were aligned better would make it easier.

For example, there are 21 VISNs for the VA. And those don’t—
and there are three big regions now from the DOD’s TRICARE.
Now, the fact that you have 21 and three might not be a real prob-
lem, except that there’s so much decentralization in the 21 that if
youre on the DOD side and you’re working with three or four
VISNs, you might have very different rules that apply, and you
might not have a consistent fit in terms of the VISNs could map
into a particular larger DOD region.

So those are the kinds of issues, if you're going to make it easier
to have collaboration, if youre going to make it important, you're
going to have leadership driving it, you've got to make sure that
these barriers of different timing cycles and different geographic lo-
cations and different processes that occur across VISNs, that you
take care of t. And we think you will be able to get some effi-
ciencies out of it.

Mr. BEAUPREZ. This committee has heard me talk about the pos-
sibilities of moving our current VA hospital in Denver to the Fitz-
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simmons campus. And in a recent visit, both DOD representatives
as well as the VA representatives are very encouraged by the possi-
bility of joint collaboration, and cited one very specific and current
example, a challenge for the DOD.

During a period of deployment, as we’re currently under, the
challenge of providing adequate health care for active duty mili-
tary, and especially dependents who are left behind, becomes ex-
tremely problematic, as you've got docs and staff deployed.

And in a final comment, if I might, Mr. Chairman, I am really
pleased to hear of your recommendations about this seamless tran-
sition from active duty status to veteran status. It’s at least my
sense that we have done maybe a very poor job—“we,” the govern-
ment—in providing that reentry, that seamless reentry, back into
private life for the sake of our veterans. And we've seen on this
committee already far too much emphasis, needed emphasis—but
sadly, the need for emphasis—on our homeless vets and other chal-
lenges that I think go back to that poor job of acclimating our ac-
tive duty back into the private sector.

Ms. WILENSKY. And some of it does have financial consequences.

Mr. BEAUPREZ. Absolutely.

Ms. WILENSKY. Vice Chairman Bilirakis mentioned the fact that
historically, there had been two physicals that would go on—one
when you were leaving the military and another when you were
trying to claim any benefit or be treated in a veterans’ facility. And
that is both wasteful and it is anything but seamless for the indi-
vidual who’s seeking care.

Now, we can’t always get everything on the first round. Because
if it turns out that there’s some problem that either doesn’t show
up until a few years later, or that requires a lot of follow-on care,
then, you know, you might need more than one physical. But the
notion of having as the standard one physical at discharge and the
information electronically going to the VA, and then if there’s a
need for follow-up, you know where you started, and you have a
better chance of being able to do it once right.

So it’s the reason for doing a lot of the one-stop shopping, that
maybe you can keep some of the problems that have arisen later
on for veterans, either homelessness or medical problems, you have
a way of following what’s happened to the veteran and seeing
whether there appears to be some patterns.

We have a number of places where we recommend that there are
annual reports that get made to the two secretaries and to the
President, or that are made available to the public, so that there
is a way to track whether that’s something going on, and that it’s
not just one more event.

So I don’t want to suggest we don’t think there are efficiencies
to be had. We do. We had trouble quantifying them, because the
activities that go on appear to be unique or singular to the joint
venture that is out there. But we also felt comfortable saying that
the degree of mismatch is such that no reasonable assumption of
efficiencies is going to solve the problem we stumbled on.

Mr. BEAUPREZ. A final comment, if I might, Mr. Chairman?

The CHAIRMAN. Very brief.

Mr. BEAUPREZ. In addition to financial concerns about later
health care problems, I think we’ve got a humane concern, that we
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may be discharging people, and then see families break up, and so-
cietal loss, and cultural loss, and the tragedy of the contribution
that these veterans can make a positive one, as opposed to what
we do to them and the folks around them. Thank you, Mr.
Chairman.

The CHAIRMAN. Thank you, Mr. Beauprez. Mr. Michaud.

OPENING STATEMENT OF HON. MICHAEL H. MICHAUD

Mr. MicHAUD. Thank you, Mr. Chairman. And thank you very
much, Doctor, for coming here today. Really appreciate it.

Reading over the report, you made some very—in there, there
are some strong statements that it’s become clear that there is a
significant mismatch in VA between demand and available fund-
ing. If unresolved, will delay veterans’ access to care, and could
threaten the quality of VA care. And further on, you talk about the
problem of not being able to meet demand as already serious, but
it will only get worse if not addressed soon.

I guess a couple of my questions. I appreciate the President tak-
ing a real interest in this and establishing the Task Force. But if
full funding is not met, and all that you talk about in the report
is nothing that we haven’t heard about from the veterans’ organiza-
tions from all around the country, what do you envision your role
now as far as trying to push for full funding to take care of the vet-
erans that we—the services that are currently out there?

Ms. WILENSKY. I think there’s not in any way a formal role for
any of us who are part of the Task Force. Our Task Force is effec-
tively out of business. It was either last Wednesday or last Friday
that the executive order that established us expired us, so that we
don’t have a formal role. Some of the Task Force members are
members of veterans’ advocates’ organizations. I know that they
have been and will be in contact with you. And so the expertise is
available.

This was not, as you know by both my testimony as well as you
know by the executive order, a task force t