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DEPARTMENT OF VETERANS AFFAIRS
BUDGET REQUEST FOR FISCAL YEAR 2003

WEDNESDAY, FEBRUARY 13, 2002

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

The committee met, pursuant to notice, at 10 a.m., in room 334,
Cannon House Office Building, Hon. Chris Smith (chairman of the
committee) presiding.

Present: Representatives Smith, Evans, Filner, Gutierrez, Buyer,
Carson, Reyes, Snyder, Moran, Rodriguez, Lynch, Simpson, Berk-
ley, Hill, Udall, Davis, Miller, and Boozman.

OPENING STATEMENT OF CHAIRMAN SMITH

The CHAIRMAN. The hearing will come to order.

I want to thank all of our witnesses for agreeing to appear today.
I also want to extend a very special welcome to the newest mem-
bers of the Committee on Veterans’ Affairs: Jeff Miller of Florida
and John Boozman of Arkansas on the majority side; Stephen
Lynch of Massachusetts and Susan Davis of California on the mi-
nority side.

This committee has a long history, as I think everyone knows, of
addressing veterans’ issues in a bipartisan manner, and I believe
we must continue that tradition if we are to be effective in the
future.

the Administration’s budget proposal for the Department of Vet-
erans Affairs represents the largest increase in spending ever pro-
posed in terms of total dollars, %6 billion over last year for a total
of $58 billion.

In the most critical area, veterans’ health care, the Administra-
tion is requesting 22.7 in direct appropriations, in addition to 1.4
billion that is expected to be available through collecting co-pay-
ments and third party insurance payments, an increase of 1.4 bil-
lion in appropriated dollars, also a record in terms of total dollars.

We all recognize and commend the efforts of the Secretary in
fighting for this increase and his commitment to providing the best
possible care for our Nation’s veterans.

Yet despite these large increases, the Administration itself ac-
knowledges that their proposal does not contain enough appro-
priated dollars to provide care for all of the veterans who are ex-
pected to seek care from the VA next year. According to the VA’s
calculations, an additional $1.1 billion would be needed.
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To cover this shortfall, the Administration is proposing a new
$1,500 deductible that would applied to Category 7 veterans in
order to increase collection and decrease the number of veterans
seeking health care through the VA. In fact, the VA has indicated
that one result of this proposal will be that 121,000 veterans will
leave the VA health care system. At a time when health care costs
continue to rise and our veterans population continues to age, Con-
gress should not endorse a policy designed to discourage veterans
from obtaining health care from the VA. With all due respect, Mr.
Secretary, I believe this proposal is a non-starter, and I will oppose
it.

Ironically, last month the President signed legislation, H.R. 3447,
now Public Law 107-135, which contains a provision requiring the
VA to lower co-payments for near-poor veterans who live in high-
cost areas of the country. Thus, I question whether this new $1,500
deductible proposal fits the policy we so recently enacted into law.

It seems to me that the answer is not to turn away veterans and
their families, but to provide sufficient resources to the VA in order
to meet their needs. Last year, working in a bipartisan manner, the
committee was able to increase health care funding significantly,
although not by as much as I or others, including the members of
the Independent Budget who will testify later, would have
preferred.

We succeeded last year by presenting a serious, detailed, and bi-
partisan estimate of the legitimate needs of the VA health care sys-
tem. We should do the same this year. Rather than seek a solution
that turns away veterans, we must work together to build a budget
proposal based on the principle, “leave no veteran behind.”

Let me point out that by keeping veterans inside the VA health
care system, we will be investing health care funds in a system
that clearly has one of the world’s most advanced patient safety
programs, one in which the cost of the care may well be 25 to 30
percent less costly than comparable care in the private sector.

Judging by the rising enrollments, it also appears that veterans
are voting for their favorite health care provider, theyre voting
with their feet, by seeking VA care in record numbers.

In fact, despite their funding limitations, the VA provides excel-
lent health care for almost 5 million veterans and their families.

As a member of the Committee on Veterans’ Affairs for over 20
years, I have had the privilege of meeting with thousands of the
more than 220,00 VA employees, and they are indeed a unique na-
tional resource. Unlike health care systems, most of the employees
in the VA choose to work there out of a commitment to serving and
its veterans. And not coincidentally, many of them are veterans
themselves.

Our goal, therefore, must be to put federal health care dollars
where veterans are receiving their care. VA already has the au-
thority to collect payments from veterans and third party insurers,
and they must continue their efforts to do a better job at that. The
Secretary has indicated his desire to do just that.

At the same time, we may need to examine current laws and
policies that prevent VA from collecting for the cost of care if en-
rolled veterans are members of HMOs or are covered by Medicare.
We need to see if there are ways to offset some of the cost of their
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care through innovative approaches to these obstacles. The health
care provider actually providing the care should be the one getting
the money.

We must also take action to ensure that VA’s hospitals, out-
patient clinics, research centers, and other facilities are properly
maintained. Last year, our committee reported out H.R. 811, and
the House later approved it, to provide $550 million in emergency
funding to repair, retrofit, and rehabilitate crumbling VA health
care facilities.

While I am pleased to see an increase in the Administration’s
major medical facility construction request, I continue to be con-
cerned that we are failing to properly maintain the aging infra-
structure of the VA health care system.

I would continue to urge our colleagues in the other body to move
this legislation, and I tried—and I know you did, as well, Mr. Sec-
retary, repeatedly, to get them to move—and would hope the Ad-
ministration would continue this year to try to procure that
amount.

Last year was indeed a productive year for the committee.

Working together with the leadership of our subcommittees, sub-
committee chairmen Mr. Moran, Mr. Simpson, Mr. Buyer, our vice
chairman, Mr. Bilirakis, and the ranking members, who have
worked very hard, we were able to enact into law, and the Presi-
dent signed, five significant new bills.

Several others, again, are still pending over on the Senate side
and several we hope to act on in this committee. This year, we
must and we will aggressively seek to have these new laws swiftly
and faithfully implemented with full funding from the Congress.

Of particular urgency are the provisions of H.R. 2716, now Public
Lfaw 107-95, the Homeless Veterans Comprehensive Assistance Act
of 2001.

Every night, as we all know, more than 250,000 homeless veter-
ans are sleeping on the streets—on any given night, the equivalent
on 17 infantry divisions, more than the entire United States Marine

orps.

It is absolutely imperative that the VA move rapidly to open the
10 new domicillaries authorized by our legislation, establish the
new technical assistance grant programs, and work with HUD to
implement the new Section 8 low-income housing voucher program.
We don’t have a minute to spare, and, again, we have an obliga-
tion, and again, we’ll be pushing hard so that no veteran will be
left behind.

We also approved legislation, H.R. 1291, now Public Law 107—
103, the Veterans Education and Benefits Expansion Act of 2001,
providing an historic increase for the Montgomery GI Bill program,
and we must ensure that it, too, is fully funded.

Finally, as I mentioned before, we also approved H.R. 3447, now
Public Law 107-135, the Department of Veterans Affairs’ Health
Care Programs Enhancement Act of 2001, which, in addition to
lowering out-of-pocket hospitalization costs for lower income veter-
ans, requires the VA to establish new programs providing chiro-
practic care and service dogs for severely disabled veterans.

This new law also creates new incentives and recruitment pro-
grams to attract and retain nurses within the VA. We look forward
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to the testimony on whether the budget proposal accommodates all
of these new and expanded programs.

Another important issue presented to the Congress by this budg-
et concerns the Administration of employment assistance to job-
seeking veterans. The GAO and numerous others have examined
the Veterans’ Employment and Training Service (VETS) and agree
that it is an agency mired in mismanagement, as evidenced by
their lack of vision, accountability, and results.

the Administration has proposed that it be transferred to the De-
partment of Labor and that the funding be made available for com-
petitive grants. Whether the Congress is ultimately persuaded that
this is the appropriate step, it is my belief that on this issue as
well, Congress cannot simply do nothing.

I am pleased that our subcommittee on Benefits Chairman Mike
Simpson and Ranking Member Silvestre Reyes have already held
a hearing on the need for reform of this program, and that they
have pledged to look very carefully at all that needs to be done to
deliver effective job-finding assistance to our veterans. They need
and deserve the support of all of us in their quest.

Mr. Secretary, I want to commend you for your stewardship of
the Department during the past year. You have been honest, you've
been approachable, and you’ve been effective.

More importantly, you have seized the helm and laid a very clear
course for the Department. I urge my colleagues to pay careful at-
tention to the Secretary’s statement and look forward to working
with you to ensure that we leave no veteran behind.

I yield whatever time remains to Ranking Member Evans.

OPENING STATEMENT OF HON. LANE EVANS, RANKING DEMO-
CRATIC MEMBER, FULL COMMITTEE ON VETERANS
AFFAIRS

Mr. EvANs. Thank you, Mr. Chairman, and good morning, Mr.
Secretary. Welcome to you and your colleagues. We look forward to
your testimony today.

The VA has many serious problems, but when the VA has prob-
lems, so do the veterans of this country. Mr. Secretary, you have
not made these problems, but they have found you. And if they are
not resolved quickly, they could become your legacy.

The VA has a budgetary shortfall this year; they have acknowl-
edged it. But I think it’s even bigger than reported. Today we’re ex-
amining a new budget for veterans, but it is, in my opinion, a
major disappointment.

We are told it provides $25 billion in so-called resources for medi-
cal care; $800 million of these resources are for retirees’ benefits
costs. These costs are being shifted to the VA from the Office of
Personnel Management. It’s clear that OPM never has considered
these costs as veterans’ medical care resources.

Many times statements are made about veterans being our main
concern. We all ought to appreciate these sentiments. But that’s too
little. It won’t solve the problems we all know exist. What we do
for veterans is far more important than what we say about them.

VA needs about $26 billion in appropriations for medical care
next year. Some say we can’t afford it—that appropriating $26 bil-
lion for our veterans will increase the deficit. It will increase the
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budgetary deficit by less than %10 of 1 percent. Not only can we af-
ford it, we must afford it.

I look forward to hearing your testimony this morning, Mr. Sec-
retary, and thank you, Mr. Chairman, for yielding the time.

The CHAIRMAN. Thank you very much, Mr. Evans.

We will have to break shortly, regrettably, for two votes.

Chairman Moran, I understand you have an opening statement?

Mr. MORAN. Mr. Chairman, I'll just have my opening statement
put in the record, and I'll take the opportunity to question the Sec-
retary at the appropriate time. Thank you.

[The prepared statement of Congressman Moran appears on p.
69.]

The CHAIRMAN. Mr. Reyes.

Mr. REYES. Thank you, Mr. Chairman. I also have a statement
for the record, and I want to welcome the Secretary here this morn-
ing.

[The prepared statement of Congressman Reyes appears on p.
69.]
The CHAIRMAN. Thank you, Mr. Reyes. Mr. Buyer.

OPENING STATEMENT OF HON. STEVE BUYER

Mr. BUYER. I would like my statement submitted for the record.

The CHAIRMAN. Without objection, so ordered.

[The prepared statement of Congressman Buyer appears on p.
71.]
Mr. BUYER. I want to thank you, and let me thank Dr. Murphy
for an issue we worked on after September 11 on how we can move
education from on how to treat casualties of chemical, biological,
radiological, moving that piece into the VA. As a nexus, we have
122 VA hospitals affiliated with medical schools across the country.

Dr. Murphy did a very good job of helping put together a bill
that’s going to move through Congress. So I want to thank her for
doing that.

It’s easy to take swipes at the VA. It’s really easy. But when you
get in it, you find there are a lot of people who are working very
hard. I want to congratulate you for your historic increase in this
budget and I think this conference committee working together
with you, we can go a long way.

I yield back.

The CHAIRMAN. Thank you, Mr. Buyer. Dr. Snyder? Or Mr.
Boozman?

I want to thank, again, my colleagues for coming out. We have
to be voting, and we’ll return.

I'd like to just introduce our very distinguished witness, and then
when we come back we’ll go right to his testimony.

The Honorable Anthony J. Principi, Secretary of Veterans Af-
fairs. Secretary Principi has a long history of service to our Nation
and in just his first year at the helm, he has brought all his knowl-
edge, energy and enthusiasm to the cause of supporting our Na-
tion’s 25 million veterans and their dependents.

Secretary Principi has a wealth of knowledge, having previously
served as Deputy Secretary of the VA in the first Bush administra-
tion.
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He was chairman of the Federal Quality Institute in 1991 and
chairman of the Commission on Servicemembers and Veterans
Transition Assistance established by Congress in 1996.

He has extensive private sector experience as well, having served
as president of QTC Medical Services, senior vice president at
Lockheed Martin IMS, and as a partner in the San Diego law firm
of Luce, Forward, Hamilton & Scripps.

He also knows his way around Capitol Hill, having served as
chief counsel and staff director of both the Senate Armed Services
and Veterans’ Affairs Committees.

Secretary Principi is a graduate of the Naval Academy, he is a
combat-decorated Vietnam veteran, and Seton Hall law school
graduate—that’s in my state, of course, and we’re very proud of it.
Secretary Principi has served our Nation proudly, and we are very
happy to have him here this morning.

And again, I apologize for this recess, but we will get right to
your testimony upon returning.

Secretary PRINCIPI. Thank you, Mr. Chairman.

The CHAIRMAN. We are in a brief recess.

[Recess.]

The CHAIRMAN. The hearing will resume.

Mr. Secretary, you've already been introduced. We do hope you
will proceed, and we look forward to your testimony.

STATEMENT OF HON. ANTHONY J. PRINCIPI, SECRETARY, DE-
PARTMENT OF VETERANS AFFAIRS, ACCOMPANIED BY
FRANCES MURPHY, M.D., MPH, ACTING UNDER SECRETARY
FOR HEALTH; JUDGE GUY McMICHAEL, III, ACTING UNDER
SECRETARY FOR BENEFITS; COL. ROBIN HIGGINS, UNDER
SECRETARY FOR MEMORIAL AFFAIRS; TIM S. McCLAIN, GEN-
ERAL COUNSEL; AND MARK CATLETT, PRINCIPAL DEPUTY
ASSISTANT SECRETARY FOR MANAGEMENT

Secretary PRINCIPI. Thank you, Mr. Chairman, Mr. Evans, mem-
bers of the committee. I'm pleased to be here today to discuss the
President’s 2003 budget proposal for the Department of Veterans
Affairs.

I want to thank you, Mr. Chairman, and Mr. Evans, and all the
members of the committee for the very, very tremendous advocacy
on the part of our Nation’s veterans and for my department and
all you do for us.

We sometimes differ in approach, but that’s what this process is
all about: to find the right approach and to do what’s right for our
Nation’s veterans. We look forward to working with you and the
ranking member and the members of the committee to that end.

The fiscal year 2003 budget request for the Department of Veter-
ans Affairs does, indeed, reflect the largest increase ever proposed
for veterans’ discretionary programs. Despite today’s national
emergency, a time when increases in discretionary spending aver-
aged about 2 percent, VA’s discretionary spending increased by 7
percent.

I am proud of this budget, and I'm grateful to the President for
his support.

We are requesting $58 billion for veterans’ benefits and services,
$30.1 billion for entitlement programs; and $27.9 billion for discre-
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tionary programs. This is an increase of $6.1 billion over the 2002
enacted level.

Our budget increases VA discretionary funding by $3.1 billion
over the 2002 level, including medical care collections.

Increases for specific programs are as follows: a 7 percent in-
crease in medical programs, or $1.57 billion, and I've taken out the
money on this transfer of funds for health care costs and retire-
ment costs and $260-some-odd million for the deductible. The $1.57
billion is real, and it’s very large.

A $17 million increase for burial services; $94 million for the ad-
ministration of veterans’ benefits; and a $64 million increase for
capital programs and other grants, and departmental administra-
tion.

Our budget request also includes $197 million, as you know, for
a new grant activity to replace programs currently administered by
the Department of Labor.

I'm very pleased that we’re working with the assistant secretary,
Fred Juarbe, who heads the veterans’ program for the potential
transition of that program to see how we can enhance it and en-
sure it meets its intended benefit, and that is to ensure that veter-
ans, all veterans and especially those who are separating from ac-
tive duty, disabled veterans, and the veterans with severe employ-
ment handicaps receive the benefits they have earned through
their service to our Nation.

Our request for medical care is for $25 billion, including the $1.5
billion in collections. With these funds, we will be able to provide
care for nearly 4.9 million patients, 3.3 percent more than we ex-
pect to care for in fiscal year 2002.

Perhaps we’re the victim of our own success in many ways, but
the VA has seen extraordinary growth in our workload since open
enrollment came about in the mid-1990s; 38 percent overall growth
in workload in the number of Priority’s 1-6 veterans who are com-
ing to us for care, that’s grown from 2.4 million to 3.4 million; and
an addition in Category 7 veterans, a 500 percent increase since
1996.

At the current rate, Category 7, just one category alone, will com-
prise about 42 percent of the VA’s patient enrollees by the year
2010. The annual rate of growth averages 30 percent over the last
6 years.

I might point out that when we started open enrollment in 1996,
Category 7’s were 3 percent of our enrollees, and today they are 33
percent.

With no changes, the cumulative Priority 7 cost will be $20 bil-
lion between 2003 and 2007.

I believe the reason for this tremendous increase is primarily be-
cause of the improved quality in VA health care. This is not my fa-
ther’s VA. It is a much improved health care delivery system with
over 600 clinics throughout the country providing convenient access
for our Nation’s veterans to get to the VA health care system.

Of course, we've seen HMO failures, we've seen fluctuations in
the economy. We have a tremendous pharmacy benefit. And I think
all of these factors, and perhaps others, have led to this tremen-
dous, tremendous growth in the number of veterans who have come
to us for care.
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I'm very proud that record numbers have come to the VA and
have chosen VA as their health care provider. That’s what we have
tried to do, and we have been successful.

However, meeting their future needs will require extraordinary
efforts on everyone’s part. The President requesting, and the Con-
gress approving, a record appropriation, will necessitate VA further
improving our stewardship of the resources that have been en-
trusted to us on the part of our veterans.

I believe that we are doing our part. We need to do more, but
we are working hard.

For example, we're making substantial improvements in billing
and collecting from third-party insurers. We expect to collect more
than $1 billion this year, and with continuing increases in 2003
and beyond.

We are taking steps to improve our documentation, our coding,
and our functions of billing and collections, and we will look very
seriously at consolidating those functions, not just in 21 networks,
but centrally, to ensure that we’re efficient and we’re effective.

We're making difficult decisions through our CARES initiative.

As you know, I recently announced the decision to close one of
the four medical centers in Chicago and to consolidate those serv-
ices in the other three, primarily the west side facility, and to build
a new SCI and a new Blind Rehab Center at our Hines facility and
to look at greater joint cooperation between DOD and VA at our
North Chicago facility.

However, for us to continue to treat all veterans, I believe that
higher income veterans and primarily their insurance companies
will have to share in the cost of providing care.

So the medical care budget does include a proposal for a $1,500
deductible for Priority 7 veterans, and I want to stress that this de-
ductible does not apply to any service-connected disabled veteran.

It does not apply to any veteran pensions or any low-income vet-
eran. It does not apply to any veteran in receipt of aid and attend-
ance. It does not apply to any former POW.

It does not apply to any veteran who is at the VA receiving care
for any exposure to environmental hazards, be it Agent Orange or
Persian Gulf War Syndrome. It doesn’t apply to the few World War
I veterans who still come to us for care.

It only applies to those veterans who are non-service connected
and have higher income, the fastest growing of our veteran
population.

We want to do this in a way that ensures that we do have a safe-
ty net for those who become seriously ill in our Category 7’s, and
I want to also stress that this initiative does not deny care to any-
one. We will keep our health care system open to all veterans, in-
cluding those who may have other health care coverage.

If they are insured, we will seek reimbursement of that deduct-
ible from their insurance companies, and we hope that deductible
will provide an incentive for Category 7 veterans to let us know
when they do have insurance so that we can bill their insurance
companies.

If they do not have insurance, and they cannot afford to pay,
then we will work out a repayment plan with them to ensure that
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they still come to us for care, but that they can pay that portion
of the deductible in a way that meets their incomes and whatever.

In addition to a record increase in medical care, VA’s clinical re-
search program is funded at the highest level in history with a
partnership of government, universities, and the private sector.

Over $1.46 billion will be invested in 2003, $409 million in direct
appropriations, $401 million in support from the VA medical care
appropriation, and support in the form of salaries, support for our
clinical researchers, $460 million from federal organizations such
as DOD and NIH, and $196 million from universities and other pri-
vate institutions. This investment is relevant to the medical needs
of the entire nation, and will enhance future quality of life.

In veteran benefits, we’re requesting $1.2 billion for 2003. We
have hired over 1,000 new workers and we expect to hire an addi-
tional 125 with the funds allocated to us, and we hope that these
new employees, once theyre trained, will allow us to continue
progress towards dramatic improvements in claim processing time-
liness and continued improvements in accuracy, which I know is an
issue of importance and concern to all members of this committee,
as well as to myself.

We have studied claims processing long enough. We had a Task
Force headed by Admiral Cooper, who will soon be the new under
secretary of veterans’ benefits, assuming the Senate consents to his
nomination, and now it’s time to end the Powerpoint presentations
and get on with the implementation of those recommendations.

Under Judge McMichael’s leadership, we have, in fact, done that.
We’ve had focused, disciplined implementation of those Task Force
recommendations, and I'm confident that in a short period of time,
the backlog is going to come down.

To give you an example, in January of 2001, we decided 29,036
claims for that month of January. This past January 2002, we de-
cided 62,536 claims.

That’s a dramatic improvement in getting veterans the decisions
they need, the disability compensation they need to get on with
their lives. I'm very, very proud of that, and I hope we can continue
to make an inroad into that backlog.

But then again, with the diabetes claims and the duty to assist
and other initiatives, that backlog continues to remain high.

I will conclude in just one moment, Mr. Chairman, if I may. 1
know I'm running longer than the 5 minutes.

Our capital funding program and grant program is at $536 mil-
lion, and this is the largest request since 1996. You pointed out,
Mr. Chairman, our capital infrastructure needs, and I believe this
will help make some inroads there.

Our budget includes funding for two new national cemeteries in
the vicinity of Pittsburgh and Miami, improvements at Willamette,
Oregon, and $138 million to operate our national cemetery system.

We are working very, very diligently to implement the one VA
information technology enterprise architecture developed in 2001,
and are working toward development of a strong program for cyber
security.

Finally, I would like to mention that shortly we will begin to re-
view the procurement reform Task Force recommendations that I
believe will allow us to be a better purchaser of medical supplies
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and services, pharmaceuticals, and equipment. I look forward to re-
ceiving that procurement reform Task Force report and getting on
with the implementation so that we can save dollars that can be
used to expand the reach of health care.

Again, I appreciate the opportunity to testify, Mr. Chairman, Mr.
Evans, members of the committee, and I look forward to your ques-
tions.

[The prepared statement of Secretary Principi appears on p. 72.]

The CHAIRMAN. Thank you very much, Mr. Secretary. Your full
statement—I read it last night, it was very comprehensive and I
appreciate the details you included in it—will be made a part of the
record without objection.

Just a couple of opening questions. I've read the Independent
Budget and I've read the testimonies that have been submitted by
our witnesses who will appear later, and there’s a concern, a gap,
if you will, in terms of what is needed to continue or just retain
current services.

John Baldwin with the PVA, speaking for the Independent Budg-
et, talks about $25 billion, and that’s not including monies that
would come in from the medical care collections, and I know you're
working very hard to increase that.

The Legion’s number is $23.1 billion, and they emphasize that
medical care collections are to be seen as a supplement and not an
offset, again, to just continue current services.

And again, as I indicated at the outset, I don’t think there’s sup-
port in Congress for the $1,500 deductible. I certainly don’t support
it.

I know you have to go through the very difficult process of being
cut by OMB.

What we'll try to do on this committee is to, as faithfully as pos-
sible, get to the number to meet a needs-based budget rather than
something that is just moving the deck chairs around, and that’s
a big objective.

Sir, I would ask you to comment, if you would, on this significant
gulf between your request and what the Independent Budget sug-
gests, $24.5 billion for medical health care.

The second question would be on the whole Millennium Health
Care Act, which we all supported. It was bipartisan. It went
through a very rigorous House-Senate Conference Committee. We
did write you last April, Mr. Evans and I. We did get a response
back. We appreciate that.

But your response Dbasically suggests that it 1is not
implementable, that the goals set out and the capacity capabilities
could not be met.

Again, if it means more money, that’s what we need to be all
about, and we fight for appropriations and for the budget.

But, you know, this is the law. Can you provide us within, say,
a month, 30 days, a plan to implement that law faithfully? And if
you could, speak to that issue, I'd appreciate it.

Secretary PRINCIPI. Certainly, Mr. Chairman.

Again, I'm pleased that we have a record budget. You asked what
it would take to maintain current services, without the deductible,
I'm assuming, to continue to have open enrollment for any veteran
who comes to the system, and to maintain high quality and reason-
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able waiting times for an appointment, which we'’re already finding
that some of our clinics are extending beyond acceptable levels.

Based upon that question, and not to appear to be asking for
more money, it would probably take about $2.7 billion to maintain
current services, $1.1 billion of which will be realized through the
deductible.

So indeed, the deductible is an important component of it, from
a revenue perspective, so I will say about $2.5 billion to maintain
current services.

With regard to the Millennium Bill issue on long-term care, we
are in compliance, I might add, with two of the three parts of that
provision dealing with non-institutional care for the basic benefit
package and also for the 70 percent service-connected disabled.

Where we’ve had difficulty in recent years is with the institu-
tional component that only counts VA nursing home beds. This
component does not count State nursing home beds, which we have
made a big investment in, Congress has made a big investment in,
and we pay per diem for each veteran in the home, as well as com-
munity nursing homes, because we have found that veterans like
to be closer to their residences, rather than at a VA nursing home
further away.

I would request the committee’s consideration of including in the
census not just VA nursing home beds but also State nursing home
beds (which VA has increased), and community nursing home beds,
as well as the non-institutional portion, to try to keep veterans in
their homes as long as possible, because they prefer to be cared for
in their homes rather than in nursing homes; that would: include
hospital-based home care, adult day care, respite care, all of which
are so important in improving their quality of life.

I think if there’s some way we could work out a floor that takes
into consideration the other institutional components and the non-
institutional components, we would have a better package of bene-
fits.

Of course, if you increase the budget in one area, you've got to
take money away from another area. The question is: where do we
take away?

Do we take away from the community-based outpatient clinics or
from acute care in general? That’s been the struggle that we have
had to deal with over the past couple years.

The CHAIRMAN. T