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Letter of Transmittal

To the President of the United States, President of the Senate,
President pro tempore of the Senate, and Speaker of the House
of Representatives.

| am pleased to submit the Department of Veterans Affairs
Annua Performance Report FY 2001, asrequired by the
Government Performance and Results Act of 1993. Thisreport
describesin detail how well we executed our responsibilities
during fiscal year 2001, especidly in regard to our top priorities:
[0  improving the timeliness and quality of claims processing,
[0  providing accessto high-quality health care, especidly to
disabled and low income veterans, and

0  ensuring accessto buria benefits and maintaining national
cemeteries as national shrines.

The events following the terrorist attacks on September 11, 2001, remind us of the avesome
sacrifices the men and women of America's armed forces make on our behalf. Most of the 25
million living veterans have served during times of war. The Nation owes a tremendous debt to
them, and we in the Department of Veterans Affairs are proud of the role we play in helping
discharge that debt.

Although quality of claims processing improved significantly, timeliness remains unacceptable. A
task force | commissioned to examine awide range of issues affecting speedy processing of
clamsissued its report in October 2001. We are now pursuing implementation of avariety of

short-term and mid-term recommendations. | am determined to solve the timeliness problem
during my tenure as Secretary.

Veterans hedlth care sets the national standard in patient safety and the measurement of qudity
outcomes. Our National Center for Patient Safety has been recognized for its achievements by the

Innovations in American Government Program, administered by Harvard University and the
Council for Excellence in Government.

To meet the burial needs of veterans, we began operations at Fort Sill National Cemetery in
Oklahoma and extended burial operations at six others. Five new state veterans cemeteries were

opened through VA grants. We started along-term project to maintain the national cemeteries as
national shrines.

Our veterans deserve the best our country can offer, and | intend to make sure they receive the
care and service they have earned.

Anthony J. Principi
Secretary of Veterans Affairs
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VA'sPERFORMANCE SCORECARD FOR FY 2001

Wasthe God Improved
Achieved? Performance from
Strategic Goal PerformanceM easure Yes No Goal Actual FY 2000?
Restore the capability of Proportion of dischargesfrom SCI center bed sections to
disabled veterans to the non-institutional setti ngs (pp. 25, 150) v 95% 98% Same
greatest extent poss b_Ie, Compensation and pension rating-related actions —
andi mprove the quality of davst 27 142 v 202 181 N
their lives and that of their | V@0 daySt0 process (pp. 27,142) 0
families National accuracy ratefor core rating work
(pp. 27, 147) v 72% 78% Yes
V ocational rehabilitation and employment rehabilitation
rate (pp. 31, 151) v 65% 65% Same
Ensure a smooth transition | Montgomery Gl Bill usage rate (pp. 34, 146) v 60% 56% Yes
for veterans from active
military servicetocivilian | Average days to complete:
life Original education claims (pp. 34, 141) v 35 50 No
Supplemental education claims (pp. 34, 141) v 23 24 No
Foreclosure avoidance through servicing (FATS) ratio
(pp. 39, 145) v 33% 40% Yes
Honor and serve veterans Chronic Disease Care Index || (pp. 42, 143) v 7% 77% N/A
in life and memorialize -
e () G T o (et Prevention Index I1 (pp. 42, 150) v 73% 80% N/A
sacrifices on behalf of the Percent of patientsrating VA health care service as very
Nation good or excellent:
Inpatient (pp. 42, 146) v 67% 64% No
Outpaient (pp. 42, 146) v 67% 65% Yes
Percent of Veterans Service Standard (V SS) problems
reported per patient:
Patient education (pp. 42, 149) v 2% 30% Same
Visit coordination (pp. 42, 149) v 14% 16% No
Pharmacy (pp. 42, 149) v 18% 16% Yes
Root cause analyses are in correct format and completed
within the appropriate time frame (pp. 42, 152) 95% 95% N/A
Quality-Access-Satisfaction/Cost VALUE Index
(pp. 42, 142) 5.8 6.3 Yes
Balanced Scorecard: Quality-A ccess- Satisfaction-Cost
(pp. 42, 142) 94% 98% Yes
Percent of non-urgent primary care appointments
scheduled within 30 days of desired date (pp. 51, 154) Basdine 87% N/A
Percent of non-urgent specialist appointments scheduled
within 30days of desired date (pp. 51, 154) Basdine 84% N/A
Percent of patients who report being seen within 20
minutesof scheduled appointment at VA hedthcare v 73% 72% Yes
facilities (pp. 51, 147)
Average days to process insurance disbursements
(pp. 54, 141) v 32 28 Yes
Percent of veterans served by a burid optionwithin a
reasonable distance (75 miles) of their residence v 75.8% 72.6% Same
(pp. 57, 153)
Percent of respondents who rate the quality of service
provided by the national cemeteries as excellent v 90% 92% Yes
(pp. 57, 151)
Contribute to the public Institutional Review Board compliance with National
health, socioeconomic well | Committeefor Quadlity Assuranceaccreditation and v 33% 0% N/A
being and history of the mai ntenance, as gppropriate, of AAALAC or NRC
Nation accreditation or certification (pp. 64, 146)
Percent of respondents who rate nationd cemetery
appearance as excellent (pp. 69, 151) v 88% 96% Yes

N/A = Not applicable
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EXECUTIVE SUMMARY

In FY 2001, with resources of $53.5 billion in
obligationsand nearly 207,000 full-timeequivalent
(FTE) employees, the Department of Veterans
Affairs(VA) achieved significant accomplishments
that brought us closer to attaining our long-term
strategic goals. To help usgauge our progress, we
established 126 performancegoal sat thebeginning
of thefiscal year, 26 of which were identified by
VA'ssenior leadership ascritical to the success of
the Department.

VA's Performance Scorecard for FY 2001
summarizes how well we did in meeting the key
performance goals directly associated with each
of the strategic goals. This allows us to examine
performance from a Departmental, or One VA,
perspective.

In FY 2001, the Department made significant
advances, but continuedto haveproblemsincertain
areas. Although we met our goal for timeliness of
processing compensation and pension rating-
related actions, we still have along way to go to
achieve an acceptable record. Although clams
processing has become increasingly complex
because of new | egidlation and regul atory changes,
the Department remains committed to improving
the timeliness of claims processing and has
developed strategies for accomplishing future
performance goals.

Some of the most important successes attained in
FY 2001 include:

[0 VA made a significant improvement in the
quality of claimsprocessing, froma59 percent
accuracy ratein 2000 to a 78 percent rate for
rating-related actions in 2001.

Although the average number of days to
complete educational claims worsened, the
Montgomery Gl Bill usagerateincreased due
to improved benefits.

Theforeclosureavoidancerateimproved due
to VA's aggressive proactive servicing
program to assist veterans whose mortgages
arein default.

The VA insurance program continued its
excellent service as evidenced by the
improvement in the timeliness of processing
disbursements.

Health care quality continued to improve, as
measured by the Chronic Disease Care | ndex
and the Prevention Index.

VA health care continues to receive higher
satisfaction ratings than the private sector.

Althoughthe Department just missed itstarget,
thetimelinessof hedth careddivery continued
toriseasmeasured by the percentageof patients
seen within 20 minutes of their scheduled
appointment at aVA hedlth care facility.

TheDepartment wasrecognizedfor itsefforts
toimprovethequality of health care; VA was
one of five winners of the "Innovations in
American Government” award for reducing
medical adverse events and developing a
culture of safety.

Three of VA's programs received high
customer satisfactionratings, asdetailedinthe
American Customer Satisfaction Index. A
comparedtothe Federal Government average
of 71 (out of a possible 100), VA achieved
ratings of 93 for burial services, 90 for the
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Executive Summary

processing of insurance death claimsbenefits,
and 83 for pharmacy services.

[1 VA began operations at Fort Sill National
Cemetery and completed construction projects
toextend burial operationsat six other national
cemeteries. Fivenew stateveteranscemeteries
were opened through the State Cemetery
Grants Program.

[0 VA'snationa cemeteriescontinuedtoimprove
the quality of their service as well as their
appearance. In2001, 96 percent of respondents
to a customer satisfaction survey rated the
appearanceof national cemeteriesasexcel lent,
up from 82 percent in 2000.

Summary of Performance on Key
Performance Goals

VA's senior leadership identified 26 performance
goals considered critical to the success of the
Department. Some of these deal with program
outcomes; otherspertainto the management of our
programs. FY 2001 data for all of these key
performance goals are listed in the " performance
actua" column of the performance scorecard on

page 4.

TheDepartment achieved 14 of the 24 (58 percent)
key performancegoalsfor whichwehad FY 2001
targets. For nine of those, actual performancein
FY 2001 improved over that reported in FY 2000.
For 3 of the 10 performance goals not met, actual
performance in FY 2001 was better than that
reported in FY 2000. We did not set performance
goal sfor two measureshbut collected baselinedata
during the year.

Goal

achieved
Goal not
achieved

Goal not achieved,
performance improved

Department of Veterans Affairs



KEY PERFORMANCE REsULTS BY STRATEGIC GOAL

This report is structured around the key priorities
established by the Secretary. Within the narratives,

we haveincorporated the key measuresthat support
thesepriorities. (Inthisreport, yearsarefiscal years
unless stated otherwise.)

Strategic Goal 1: Restore the capability of disabled veterans to the greatest extent
possible and improve the quality of their lives and that of their families.

We use four key performance goals to gauge our
progresstoward achieving thisstrategic goa , which
focuseson benefitsand servicesfor disabled veterans.
Weachievedall of thesekey performancegoas. The
Department maintai ned theproportion of discharges
from spinal cord injury (SCI) center bed sectionsto
non-ingtitutional settings at 98 percent in FY 2001.

Althoughweexceeded our timelinessgod for rating-
related work by 21 days with an achievement level
of 181 days compared to our goal of 202 days,
performance worsened from the 173 days recorded

the previous year. We have along way to go before
we achieve an acceptable record for thisgoal.

During FY 2001, the national accuracy rate in
process ng the Department'smost important typesof
clamsfor compensation and pension benefits (i.e.,
rating-related actions) improved to 78 percent from
arate of 59 percent in FY 2000.

Over 10,100 veteranswererehabilitated; 65 percent
of service-disabled veteranswho exited avocational
rehabilitation program acquired and maintained
suitable employment, the same asin FY 2000.

service to civilian life.

Strategic Goal 2: Ensure a smooth transition for veterans from active military

We did not meet three of the four key performance
goalsrelating to achievement of thisstrategicgoal in
FY 2001. Thoughwedid not meet the Montgomery
Gl Bill (MGIB) usage rate god, the rate improved
from55 percentinFY 2000to56 percentin FY 2001.

Veterans use their VA education benefit as one
important meansof readjustingtocivilianlife. The
MGIB allows them the opportunity to achieve
educational or vocational objectivesthat might not
have been attained had they not entered military
service.

The timeliness of processing education claims
deteriorated during FY 2001. Theprocessingof both

origina and supplemental education claims took
longer inFY 2001 thanit didin FY 2000. While our
plan wasto process origina education clamsin no
morethan 35days, it took anaverageof 50days. The
average number of days needed to process
supplementda education claims was 24 days, 1 day
longer than the performance target.

Wemet our god to assist veteranswho arein default
onaVA-guaranteed homemortgage, asmeasured by
theforeclosure avoidancethrough servicing (FATS)
ratio. Theforeclosureavoidancerateimproved from
30 percentin FY 2000to 40 percentin FY 2001 due
to VA's aggressive proactive servicing program to
assst these veterans.
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Executive Summary

Strategic Goal 3: Honor and serve veterans in life and memorialize them in death
for their sacrifices on behalf of the Nation.

VA achieved 8 of the 14 key performance goals
for this strategic goal. For two of the six key
performance goalswe did not meet, performance
inFY 2001 improved over that reportedin FY 2000.

During thelast 5 years, the share of inpatientsand
outpatientsrating VA health care serviceas"very
good" or "excellent" has remained stable at about
two-thirds. Theinpatient and outpatient satisfaction
levels recorded during FY 2001, although below
the performancetarget of 67 percent, still indicate
avery highleve of satisfactionwith VA hedlthcare.
This is supported by the American Customer
Satisfaction Index (ACSI), anational indicator of
customer evaluations of the quality of goods and
sarvices. TheFY 2001 ACSI scoresfor VA inpatient
care and outpatient care were 82 and 79 (out of a
possible 100), respectively. Both ranked above
privatesector hospitals, whose ACSI scorewas68.

Althoughthe Department did not meetitsFY 2001
target — that 73 percent of patients would be seen
within 20 minutesof their schedul ed appointment
at VA hedlth carefacilities—theactual performance
level of 72 percent was an improvement over the
70 percent registered during FY 2000.

For FY 2001, the Department established baselines
for two other performance measuresrelated to the
timeliness of providing health care: the percent of
non-urgent primary care appoi ntments schedul ed
within 30 days of the desired date and the percent
of non-urgent specialist appointments scheduled
within 30 days of the desired date. The baselines
for these were 87 percent and 84 percent,
respectively.

VA usestwo key performance measuresto assess
the quality of health care delivery — the Chronic

DiseaseCarelndex 11 (CDCI I1) and the Prevention
Index I1 (PI I1). Theseindices measure the degree
to which the Department follows nationally
recognized guidelines for the treatment and care
of patients. The CDCI Il focuses on the care of
patientswithischemic heart disease, hypertension,
chronic obstructive pulmonary disease, diabetes
mellitus, major depressivedisorder, schizophrenia,
and tobacco cessation. During FY 2001, VA met
itstarget of 77 percent. ThePl |1 focuseson primary-
prevention and early-detection recommendations
for ninediseasesor health factorsthat significantly
determine health outcomes: pneumococcal
pneumonia, influenza, tobacco consumption, and
alcohol consumption and screeningsfor col orectal
cancer, breast cancer, cervical cancer, prostate
cancer, and cholesterol levels. VA surpassed its
target of 73 percent by achieving an 80 percent PI.

TheVeterans Service Standard (V SS) performance
goals are intended to measure patient satisfaction
with health care servicesin select areas. The VSS
percent of problemsreported per patient remained
thesameasin FY 2000 for patient education. For
visit coordination, thetarget of 14 percent was not
met, and the actual of 16 percent for FY 2001 was
worse than the 15 percent reported for FY 2000.
VA surpassed the pharmacy target of 18 percent
plusimproved in this areafrom 19 percent in FY
2000 to 16 percent in FY 2001.

VA is committed to continuously improving the
cultureof patient safety initshealth carefacilities.
An important aspect of thisis to develop a good
understanding of the causesof safety concerns. The
Department met its target of 95 percent for root
cause analyses being in correct format and
completed within the appropriate time frame.

Department of Veterans Affairs



Executive Summary

We met our targets for both the Quality-Access-
Satisfaction/Cost VALUE Index and theBalanced
Scorecard of Quality-A ccess-Satisfaction-Cost.
The VALUE index demonstrates a balanced
perspective of cost efficiency along with desired
outcomes. Thebalanced scorecard tracksthesame
performance measuresused inthe VALUE index.
In this case, though, the four domains (quality,
access, patient satisfaction, and cost) are given
egual weight and expressed in terms of how close
actual performanceisrelativeto established target
levels of performance.

VA surpasseditstarget of 3.2 daysfor averagedays
to processinsurance disbursementsand improved
from the 2000 actual of 3.2 with a 2001 actual of
2.8 days.

The percent of veterans served by aburial option
within a reasonable distance (75 miles) of their
residence remained the same at 72.6 percent in
FY 2001. Thisactual wasobtai ned throughthenew
VetPop2000 model, the first revision of official
estimatesand proj ectionsof theveteran population
since 1993.

VA exceeded its 90 percent target for FY 2001 in
the percent of survey respondents who rate the
quality of service provided by the national
cemeteries as excellent. The actual of 92 percent
was an improvement over the 88 percent ratingin
FY 2000.

and history of the Nation.

Strategic Goal 4: Contribute to the public health, socioeconomic well being

VA failed to meet one of thetwo key performance
goalsrelatingtothisstrategicgoa inFY 2001. We
did not meet the 33 percent goal for Institutional
Review Board compliance with National
Committee for Quality Assurance (NCQA)
accreditation and maintenance, as appropriate, of
AAALAC or NRC accreditation or certification.
Although all appropriate AAALAC and NRC
accreditation/certifications were maintained
nationally, theinitial implementation of theNCQA
accreditation processfor VHA research programs
was delayed. The delay in starting NCQA
accreditation surveyswas initially due to adelay
inacontract award. Inaddition, oncestandardswere
being developed with NCQA, the Institute of

M edicinebecameawareof thisinitiativeand asked
if VHA would collaborate to develop national
standards for accreditation that could be used for
all research programs across the nation (not just
within VHA). This additional component further
delayed the first accreditation surveys. Surveys
have been performed using the newly devel oped
standards, but therearenofinal reportscompleted
at thistime.

In FY 2001, satisfaction with national cemetery
appearanceimproved from 82 percentin FY 2000
to 96 percent of survey respondentsrating national
cemetery appearance as "excellent.”

FY 2001 Performance Report



Executive Summary

The Challenges Ahead

As we strive to provide the best quality benefits
and services to our Nation's veterans, we realize
we have many program and management
challengesto overcome. TheVVA Officeof Inspector
General (OIG) andthe Genera Accounting Office
(GAO) haveprovided themost succinct description
of our major challenges. The OIG challenges
include:

» Headlth quality management and patient
safety

» Resource dlocation

»  Compensation and pension timeliness,
quality, and inappropriate benefit payments

»  Government Performance and Results Act
(GPRA) —data validity

»  Security of systems and data

»  Federa Financial Management Improvement
Act and VA's Consolidated Financial
Statements

»  Debt management

» Workers' compensation costs

»  Procurement practices

» Human capital management

The GAO challengesinclude:

» Accessto quality health care

» Hedlth care resource utilization

» Compensation and pension claims
processing

» Management capacity

For athorough discussion of these challenges, see
the section on M ajor Management Challengesthat
begins on page 93.

All Performance Goals

Inadditiontothekey performancegoal sidentified
by VA'ssenior |eadership ascritical to the success
of the Department, program managers established
other performance goals at the beginning of FY
2001. Collectively, these performance goals
demonstrate the full scope of the Department's
programs and operations. A total of 126
performance goal swereset at the start of thefiscal
year. VA met 67 percent of the performance goals
for which we had data. (We did not have datafor
six measures.) For another 7 percent, the
Department's performance improved over that
reportedin FY 2000. For moredetailedinformation
onthefull rangeof performancegoals, refer tothe
tables shown on pages 128 to 140.

Goal not
achieved

‘. ad

Goal not achieved,
performance improved

Goal
achieved

10
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ALTERNATIVE WAYS oF VIEWING PERFORMANCE

To meet the varied needs of Congress, OMB,
veterans service organizations, the general public,
and internal VA program managers, we have
examined performance in several different ways.
Most of our analysis focuses on the Secretary’s
priorities and the key performance goals and
measures considered critical to the success of the
Department.

The Performance Scorecard for FY 2001, shown
on page 4, summarizes how well we did in meeting
the limited number of key performance goals
directly associated with each of VA’s strategic goals,
a One VA perspective.

While the One VA point of view is important, this
is not the only way in which we analyze
performance. We want to know how well we did
in meeting the goals established for each of our
programs, and we are interested in information on
how well each of our major organizations
performed. The following chart demonstrates the
interrelationship between these alternative ways
of viewing performance related to our key
performance goals. During FY 2001, there was not
akey measure for the Medical Education program.

Key Performance Measures by Responsible Organization and Program

Program

Medical Medical Medical

Responsible Organization and Measure Care R rch Education

| Compensation | Pension | Education |Housing| R

Vocational

ehabilitation |'”S”'ance| Burial

Veterans Health Administration

Proportion of discharges from spinal cord injury (SCI)

center bed sections to non-institutional settings X

Percent of patients who rate VA hedlth care service as
very good or excellent

Inpatient X
QOutpatient X

Percent of primary care appointments scheduled within
30 days of desired date

Percent of speciaist appointments scheduled within 30
days of desired date

Percent of patients who report being seen within 20
minutes of scheduled appointment at VA health care X
facilities

Chronic disease care index 11 X

x

Prevention index |1

Percent of Veterans Service Standard (VSS) problems
reported per patient:

Patient education

Visit coordination

Pharmacy

Root cause analyses are in correct format and completed
within the appropriate time frame

Quality-Access-Satisfaction/Cost VALUE Index

X|X| X [X X X

Balanced Scorecard: Quality-Access-Satisfaction-Cost

Institutional Review Board compliance with NCQA
accreditation and maintenance, as appropriate, of X
AAALAC or NRC accreditation certification

Veterans Benefits Administration

Average days to process rating-related actions

National accuracy rate for core rating work

Montgomery Gl Bill usage rate

Average days to complete original education claims

Average days to complete supplemental education claims|

Foreclosure avoidance through servicing (FATS) ratio

Vocational rehabilitation and employment rehabilitation
rate

Average days to process insurance disbursements

National Cemetery Administration

Percent of veterans served by a burial option within a
reasonable distance (75 miles) from their residence

Percent of respondents who rate the quality of service
provided by national cemeteries as excellent

Percent of respondents who rate the appearance of
national cemeteries as excellent

FY 2001 Performance Report
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FinaNcIAL HIGHLIGHTS

[J  Pursuant to the requirements of 31 U.S.C.

3515 (b), VA'sfinancia statementsreport the
financial position and resultsof operationsof
the Department. The audit of the statements
was performed by Deloitte & Touche LLP,
under the direction of the Office of Inspector
General. VA received an ungualified opinion
ontheDepartment'sfinancia statementsfrom
the auditors in FY 2001 (which includes
explanatory paragraphs relating to the
adoption of Statement of Federal Financial
Accounting Standards (SFFAS) Nos. 10 and
21, achange in the fixed asset capitalization
policy, and the restatement, all discussed in
Note21 of theFY 2001 Annual Accountability
Report), continuing the successfirst achieved
in FY 1999. While the statements have been
prepared from the books and records of the
Department in accordance with the formats
prescribed by the Office of Management and
Budget (OMB), thestatementsarein addition
to the financial reports used to monitor and
control budgetary resourcesprepared fromthe
same books and records. The statements are
for a component of the U.S. Government, a
sovereignentity. Oneimplication of thisisthat
liabilities cannot be liquidated without
legislation that provides resources to do so.
For more information on VA's financial
statements, refer to the _FY 2001 Annual
Accountability Report.

As discussed in Note 21 to the Financial
Statements, subsequent to theissuance of the
FY 2000 Financial Statements, VA
management determined that the cal culation
of the Veterans Benefits actuarial liability
contained material errors. The errors relate
to FY 2000 and prior periods. 1naccordance
with VA'selection to early adopt SFFAS No.

21, which requires that reporting entities
restate prior period financial statements for
material errors discovered in the current
period, if such statements are provided for
comparative purposes, and if the effect of the
error would be material to the financial
statementsin either period, theaccompanying
FY 2000 Financial Statements have been
restated to reflect the correction of the
calculation errors. The FY 2000 Financial
Statements have al so been restated to correct
an error in the Judgment Fund liability
caculation. Thefollowingfinancia highlights
give effect to the restatement.

VA'sprogramsoperated at anet cost of $187.3
billionin FY 2001, compared with anet cost
of $108.8 hillionin FY 2000. Thecalculation
of the actuarial liability for future years
veterans compensation and burial benefits,
which increased by $139.4 billion during FY
2001 and by $64 billionin FY 2000, heavily
impactseachyear'scost. Themost significant

Adjusted Net Cost by Program, FY 2001
($in millions)
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Financial Highlights

sources of change associated with the
Compensation and Pension (C& P) programs
between September 30, 2000 and September
30, 2001 weretheoverall decreaseininterest
ratesbetween thesetwo datesand the number
of new compensation awards made for
diabetes. Excludingthechangeinthisactuaria
liability from the net cost would result in an
adjusted net cost for VA's programs of $47.9
billion and $44.8 hillionfor FY 2001 and FY
2000, respectively. The majority of this
increase applies to two programs —
Compensation, $1.2 billionand Medical Care,
$1.1 billion.

An examination of assets and liabilities
reported on VA's balance sheets reveal s four
lineswith changesgreater than $1 billion. The
largestistheincreaseintheFederal Employee
and VeteransBenefit Liabilities, related tothe
increase in the actuarial liability for future
Compensation and Burial benefit payments.
It should be noted that the future cash flows
toliquidatethisliability are not supported by
any identifiableassets, asthey areanticipated
to befunded fromthefuturegeneral revenues
of the U.S. Government. Loans Receivable,
Net, increased by $1 billion in FY 2001
primarily dueto two factors: First, the events
of September 11" del ayed the September 28"
sale of VA-held loans to private investors.
Second, changesinthe economic assumptions
inthe OM B credit reform subsidy model used
to calculate housing loan subsidiesgenerated
adownwardreestimate. Finally, Fund Balance
with Treasury, which represents the right of
VA to draw on the Treasury to pay alowable
expenses, includes the Compensation &
Pension payment for September. While
generally paid on the last day of the
preceding month, thisfiscal year ended on
aSunday. A corresponding Public Accounts
Payable is also reported.

[1 Collectionsfor the Medical Care Collection

Fund continuedtoimprove, withatotal of $0.8
billion collected in FY 2001 — a significant
increaseover theFY 2000total of $0.6 billion.
VA has developed a Revenue Cycle
Improvement Plan to increase collections to
$1.4 billion by FY 2005. In addition, the
amounts reported for patient and third-party
insurers medical debt continuetoincreasedue
to achange in billing methodology. VA now
billsfor medical servicesbased on'reasonable
charges" rather than "reasonable cost.”
Amounts collected under this program are
retained by VA and used for medical care
purposes.

TheDepartment continued itsaggressiveuseof
thegovernmentwidecommercid purchasecard
program. Purchase card disbursementsfor FY
2001 wereover $1.5hillion, covering2.6 million
transactionsand earning VA credit card rebates
from Citibank totaling over $15.2 million. This
isal2 percent increase over the rebates earned
in FY 2000 ($13.5 million).

Intheareaof debt management, VA exceeded
the goal established with the Department of
theTreasury for the Treasury Offset Program.
InFY 2001, VA referred atotal of $0.33hillion
representing 92 percent of eligible debt to
Treasury, up from 67 percent referred in FY
2000. Under the Treasury Cross-servicing
Program, VA referred $0.3 billionin FY 2001,
representing 94 percent of eligibledebt. This
isanincreasefrom 17 percent referredin FY
2000.

Under 38 U.S.C. 8161, et seq., VA may enter
into long-term (up to 75 years) outleases of
VA property in return for fair consideration
including goods, services, or spacebeneficial
to VA's mission. In some cases, the lessee

FY 2001 Performance Report
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provides "in-kind" consideration through a
third party, including an independent trust.
Once established, the independent trust
assumes obligations to provide in-kind
consideration to the Department. VA is not
party to the Trust Agreement and does not
"own" or control the trust, and has no
beneficial, residual or other interest inthetrust
estateother thantheassetsthat arespecifically
deposited into the enhanced-use leasing

account for the purpose of providing in-kind
consideration to VA. This arrangement has
provento bevery beneficial tothe Department
in the several enhanced-use leases now in
place. Consequently, asthe Department uses
the enhanced-useleasing program to address
its capital and resource requirements, VA
anticipatesthat most of its"in-kind" benefits
will be received through these types of third-
party providers.
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WHo WE ARE

Inspector General

Chairman, Board of Contract Appeals

Director, Office of Small &
_Disadvantaged Business Utilization

~ Center for Miﬁority Veterans

Office of Employment Discrimination
Complaint Adjudication

Under Secretary for Health, 1
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Assistant Secretary
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for Management 2 Py

Assistant Secretary
for Information &
Technology

Principal Deputy
Assistant Secretary
for Policy &
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The FY 2001 Performance Report documents
VA's progress in providing high-quality, timely
benefits and services to the men and women who
have served our country inthearmed forces. This
report identifies the achievements VA recorded
during FY 2001 that have contributed to attaining
the goals and objectivesin the VA Strategic Plan

Secretary

Deputy Secretary

Chief of Staff

General Counsel 1

Chairman, Board of Veterans’ Appeals

Special Assistant to the Secretary for
Veterans Service Organizations Liaison

~ Center for Women Veterans

Under Secretary for Benefits, | Under Secretary for Memorial Affairs,
Veterans Benefits Administration National Cemetery Administration

Assistant Secretary
for Public &
Intergovernmental
Affairs

Assistant Secretary
for Congressional and
Legislative Affairs

Assistant Secretary
for Human Resources
& Administration

Principal Deputy
Assistant Secretary
for HR&A

and Annual Performance Plan. In so doing, we
are providing detailed information—to Congress,
OMB, veterans service organizations, and other
stakeholders—to spell out not only what we do,
but more importantly, how well we are doing in
meeting our commitment to honor our veterans
and to compensate them for their sacrifices.
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Who We Are

Mission
"To care for himwho shall have borne the battle,
and for hiswidow and his orphan.”

Thesewords, spoken by Abraham Lincolnduring
his Second Inaugural Address, reflect the
philosophy and principles that guide VA in
everythingwedoinour effortsto serveour Nation's
veterans and their families.

In today's environment, President Lincoln's
statement reflects VA's responsibility to treat
Americasveteransandtheir familieswith profound
respect and compassion; to be their principal
advocate in promoting the health, welfare, and
dignity of all veterans; and to ensure they receive
the medical care, benefits, social support, and
lasting memorials they deserve in recognition of
their service to this country.

Thestatutory mission authority for VA definesour
responsibility to Americasveterans: "to administer
the laws providing benefits and other servicesto
veterans and the dependents and the beneficiaries
of veterans' (38 U.S.C. 301(b)). The benefitsand
servicesweprovidearedirectly shaped by veterans
needs, preferences, and expectations.

Vision
Asthe needs of veterans change, VA must change
to address those needs by:

[1 Becoming an even more veteran-focused
organization, functioning as a single,
comprehensive provider of seamlessserviceto
themenandwomenwhohaveserved our Nation;

[J  Continuously benchmarking the quality and
delivery of our service with the best in
business, and using innovativemeansand high
technology to deliver world-class service;

[J Fostering partnerships with veterans
organi zationsand other stakehol ders, making
them part of the decision-making process;

[J  Cultivating a dedicated VA workforce of
highly skilled employees who understand,
believe in, and take pride in our vitally
important mission.

Core Values

Toimplement our missionand achieveour strategic
goals, we strive to uphold a set of core values
representing the basi c fabric of our organi zational
culture. These values, which transcend all
organizational boundaries, include:

Respect and Commitment

[1  Veterans have earned our respect and our
commitment to meet their needs.

[1  Webelievethat integrity, fairness, and respect
must be the hallmarks of our interactions.

Open Communication

[J  Wearecommittedto open, accurate, andtimely
communicationwithveterans, employees, and
external stakeholders.

[ Welistentotheconcernsand viewsof veterans,
employees, and external stakeholders to
improvetheprogramsand servicesweprovide.
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Excellencein Services, Programs, and
People

[1  We continuously strive to meet or exceed the
servicedelivery expectations of veteransand
their families by delivering accurate, timely,
and courteous service and benefits in an
effective and efficient manner.

[J  We are committed to improved access for
veterans and their families through facility
location and design, and through innovative
uses of information technology.

[1  Weperformat thehighestlevel of competence
and take pride in our accomplishments.

[J We are open to change and value a culture
where everyone is involved, accountable,
respected, and appreciated.

[ We value teamwork and cooperation—
operating as One VA to deliver world-class,
seamlessservicetoveteransandtheir families.

Background

VA directly touchesthelivesof millionsof veterans
every day through its health care, benefits, and
burial programs. With facilitiesin all 50 states,
the territories, and the District of Columbia, we
provide benefits and services through our 172
hospitals, 137 nursing homes, 43 domiciliaries, 859
outpatient clinics(i.e., 684 community-based, 163
hospital-based, 4 independent, and 8 mobile), 206
Vietnam Veteran Outreach Centers (Vet Centers),
57 regional offices, and 120 national cemeteries.

The Department accomplishesitsmissionthrough
partnerships among the Veterans Health
Administration (VHA), the Veterans Benefits
Administration (VBA), the National Cemetery
Administration (NCA), the Board of Veterans
Appeals (BVA), and the Departmental staff
organizations by integrating the related activities
and functions of the following major programs:

Medical Care

VA meets the health care needs of America's
veterans by providing primary care, specialized
care, and related medical and social support
Sservices.

M edical Education

VA's health care education and training programs
helpto ensure an adequate supply of clinical care
providers for veterans and the Nation.

M edical Research

The medical research program contributes to the
Nation's knowledge about disease and disability.

Compensation

The compensation program provides monthly
payments and ancillary benefits to veterans, in
accordance with rates specified by law, in
recognition of theaverage potential |ossof earning
capacity caused by adisability, disease, or death
incurredin, or aggravated during, activemilitary
service. This program also provides monthly
payments, asspecified by law, to surviving spouses,
dependent children, and dependent parents, in
recognition of the economic loss caused by a
veteran'sdeath during active military serviceor,
subsequent to discharge from military service, as
aresult of a service-connected disability. Recent
legislation has also authorized compensation for
certain children of veteransaswell. Currently, we
authorize compensation for children of Vietnam
veteranswith SpinaBifidaand children of female
veterans with certain birth defects.

Pension

The pension program provides monthly payments,
asspecified by law, to needy wartime veterans who
are permanently and totally disabled. This program
also provides monthly payments, as specified by
law, to needy surviving spouses and dependent

FY 2001 Performance Report
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children of deceased wartime veterans who die as
aresultofadisability not related to military service.

Education

The education program assists eligible veterans,
servicemembers, reservists, survivors, and
dependents in achieving their educational or
vocational goals by providing financial assistance
in the form of monthly payments while attending
school or pursuing training.

Vocational Rehabilitation and
Employment

The vocational rehabilitation and employment
program assists veterans with service-connected
disabilitiesto achieve functional independencein
daily activities. It provides the support and
assistance necessary to enable service-disabled
veteransto become employable and to obtain and
maintain suitable employment.

Housing

Thehousing programhelpsdligibleveterans, active
duty personnel, surviving spouses, and selected
reservists to purchase and retain homes.

Insurance

The insurance program provides life insurance
benefitsto veteransand servicemembersthat may
not be available from the commercial insurance
industry due to lost or impaired insurability
resulting from military service. Benefits and
services will be provided in an accurate, timely,
and courteousmanner and at thelowest achievable
administrative cost. Insurance coverage will be
provided in reasonable amounts at competitive
premiumrates. A competitive, securerateof return
will be ensured on investments held on behalf of
the insured.

Burial

Primarily through the National Cemetery
Administration, VA honors veterans with a final
resting place and lasting memorials that
commemorate their service to the Nation.

Program Participants

VA serves a significant portion of the veteran
population. In FY 2001, more than 4.2 million
patients used VA health care, over 2.6 million
veterans and survivors received monthly VA
disability compensation payments, and morethan
2.4milliongravesof deceased veteransand eligible
family members were maintained at our national
cemeteries. The following table summarizes the
number of individual veteransor dependentswho
received benefits or servicesin each of our major
programs during FY 2001.

Program Number of Participants

Medical Care
Unique patients
Veterans
Non-veterans
Compensation
Veterans

4,247,200
3,890,900
356,300

2,325,700
Survivors/children 305,800
Pension
Veterans
Survivors
Education

Veterans and service persons

348,700
240,500

289,800

Reservists 82,300

Survivors/dependents 46,900
Vocational Rehabilitation

Veterans receiving services/subsistence 52,800

Veterans receiving services only 11,500
Housing

Loans guaranteed 252,700
Insurance
Administered policies (veterans)
Supervised policies (service members

and veterans)

2,079,200
2,788,500

Burial
Interments 84,800
Graves maintained 2,443,000
Headstones and markers 304,300

InFY 2001, VA resourcestotaled $53.5 billionin
obligationsand nearly 207,000full-timeequivalent
(FTE) employees. Over 95 percent of total
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obligations went directly to veterans in the
form of monthly payments of benefits or for
direct services such as medical care. The
following charts show (1) how VA spent the
taxpayer fundswithwhichwewereentrusted
and (2) the distribution of FTE.

VA Obligations for FY 2001 ($ in billions)

$11.0
All Other

Medical Care
$21.7

Compensation

Total = $53.5 billion
$20.8 %5 II

Housing === $0.70

Medical Education pmmmmmme $0.90
Medical Research T $0.88
Vocational Rehabilitation and Employment == $0.54
Departmental Management ===y $0.45
Burial =o%0.28
Inspector General g $0.05
Board of Veterans’ Appeals g $0.04

$0.00

Programs

$0.50  $1.00

"All Other" VA Obligations for FY 2001

Pension 0mm————————— 3.4
Insurance e $253

Education e $1.45
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Billions
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Total FTE= 206,950

Full-Time Equivalent Employees, FY 2001

Medical Care
90%
186,800 FTE

All Other
10% 20,150 FTE

Medical Research mm0] 3,019
Departmental Management ] 2,674
Housing m] 1,759
Burial 11,385
Voc. Rehab. & Employment ] 1,061
Education [ 852
Insurance [ 507
Board of Veterans' Appeals [ 455
Inspector General [ 370

" All Other" (Non-Medical Care) FTE, FY 2001

Compensation & Penson o 18,035
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Our Continuous Focus on the Veteran

This section of the Performance Report presents
social and demographic data on the veteran
population. Dataonthenumber of veteransby age,
sex, period of service, and state of residence are
from official VA estimates and projections.

Summary

Beginningwith our Nation'sstrugglefor freedom
more than two centuries ago, approximately 42
million men and women have served our country
during wartime. Most (85 percent) served in one
or more of the four major conflicts of the 20"
century. Today, an estimated 25.3 million veterans
are living in the United States, Puerto Rico, and
overseas. Of these, 19 million veterans served
during wartime.

Number of Veterans and Periods of
Service

The veteran population decreased by 560,000 in
FY 2001. Vietnam-eraveteransaccount for thelargest
segment of the present veteran population.

Age of Veterans

Attheendof FY 2001, themedianageof all living
veteranswas 58 years. Veterans under 45 years
of age constituted 21 percent of thetotal veteran
population; veterans 45 to 64 years old, 41
percent; and veterans 65 or older, 38 percent.

Thenumber of veterans 85 years of ageand older
totalsover 556,000. Elevenyearsago, therewere
asfew as 155,000 veteransinthisagerange. This
largeincreaseinthe ol dest segment of theveteran
popul ation hashad significant ramificationsonthe
demandfor health careservices, particularly inthe
area of long-term care.

Age Distribution of the Veteran Population by 5-Year Age Groups, 2001
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& World War Il [ 5,039
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Data by period of service will add to more than total due to veterans who served in
more than one period.

20

Department of Veterans Affairs



Who We Serve

Female Veterans

In FY 2001, the female veteran population of 1.4
million constituted 6 percent of all veteransliving
intheUnited States, Puerto Rico, and oversess. The
female veteran population as a percentage of all
veteransisexpected toincrease becausethenumber
of former military service women continues to
grow. Generally, the demographic profile of the
femal eveteran popul ation standsin contrast to that
of the male veteran population (e.g., differences
in age and period of service).

The median age of female veteransis 13 years
younger than that of male veterans, 45 versus 58.
Thegrowinginvolvement of womeninthemilitary
in recent years is reflected in period-of-service
differences between male and female veterans.
About 59 percent of all female veterans served
during the post-Vietnam era.

State of Residence

Veteransinjust threestates-California, Florida, and
Texas—comprised nearly 23 percent of theveterans
living in the United States and Puerto Rico at the
end of FY 2001. The three next largest statesin
terms of veteran population are New York,
Pennsylvania, and Ohio. These 6 states account
for more than 37 percent of the total veteran
population.

Attheother end of the scale, thetwo | east popul ous
statesintermsof veteran popul atior—\Wyoming and
North Dakota—and the District of Columbia
collectively accounted for lessthan one percent of
the total.

FY 2001 Performance Report
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WHAT WE ACCOMPLISHED

This section of the report presents detailed
information on the Department's program and
financial performance during FY 2001. The
discussionisstructured around our strategicgoals,
as published in VA's Strategic Plan in September
2000 andthe Secretary'spriorities. Thesestrategic
goals reflect the combined effort of all
organizational elements to deliver benefits and
servicesto disabled veterans, veteransintransition
from the military, the overall veteran population
and their families, and the Nation at large.

In addition to our strategic goals, we have an
enabling goal that focuses on management issues
and fosters a climate of world-class service and
benefits delivery.

VA's Key Performance Goals and
M easures

VA's senior leadership identified 26 key
performance goals as critical to the success of the
Department. Some of these deal with program
outcomes; others pertain to the manner in which
we administer our programs.

The Department is committed to continuously
improving the delivery of benefitsand servicesto
veterans and their families. Whether the focusis
onenhancingthequality of health care, expanding
accessto care, reducingthetimeit takesto complete
claims for benefits, improving the accuracy of
claimsprocessing, or providing moreveteranswith
aburia option, our aimisto better our performance
each year.

At the end of each fiscal year, we evaluate
performance for the previous year and set new
annual performance targets that demonstrate our
commitment to continuousimprovement. In many
instances, the performance improvements we
project from one year to the next, as well as the
performance advancements we actually achieve,
are dramatic. In other cases, the improvement is
morelimited. Neverthel ess, we continuoudly strive
toimproveour performanceinall programsevery
year.

While the vast majority of our performance
measuresremainthesamefromoneyear tothenext,
our list of measures does change in response to
changing circumstances. For example, we are

-

FY 2001 Resources (Obligations)
by Strategic Goal

Restore
62%

Restore Disabled Veterans

o Ensure a Smooth Transistion
@ Honor and Serve Veterans

m Contribute to National Goals
O Enabling Goal

Ensure
6%

Honor
29%

Contribute to
National Goals
2%

Enabling Goal
1%

Total Obligations = $ 53.5 Billion
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constantly striving for better ways to measure
performance. Thisisan ongoing process - with the
introduction of new measures each year that reflect
a more sophisticated and mature performance
measurement system. There are also instances in
which our actual performance has met or exceeded
our original goals, and further performance
improvementsareunlikely or unreasonable. Inthese
cases, we either drop the performance measure or
replaceit with adifferent one.

While some of VA's key performance measures
support achievement of morethan onestrategicgod,
we have aligned them with the strategic goa and
Secretarid priority that they most closaly support. For
each of the Secretaria priorities, we present:

[J the performance measure or measures used to
gauge progress toward achieving the god;

0 historical data;

[0 means and strategies used to achieve the actual
level of performance;

[J crosscutting activities with other federal and
private organizations;

[J descriptions of any relevant management
challenges affecting goa achievement;

[J the source of the performance information and
how it was validated.

Other god s and measures deemed important by the
program offices continue to be monitored and are
presented in the data tables beginning on page 128.

FY 2001 Performance Report
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StrATEGIC GoaL 1

Restore the capability of disabled veterans to the greatest extent possible and
improve the quality of their lives and that of their families.

Secretary'sPriorities

0 Berecognized asaleader in the provision of specialized services,
particularly spinal cord injury, geriatrics, and mental health.

O Provide accurate decisions on compensation and pension rating-related
claims within 100 days by summer of 2003.

0 Focusvocational rehabilitation resourceson veteranswith serious
employment handicaps and independent living services.

Toachievethisstrategicgoal, VA needsto maximize
the ability of disabled veterans, specia veteran
populations (for example, veteranswith spinal cord
injuries, ederly veterans, or thosewith seriousmental
ilIness), andtheir dependentsand survivorstobecome
full and productive members of society through a
system of health care, compensation, vocationa
rehabilitation, life insurance, dependency and
indemnity compensation, and dependents and
survivors education. This system of benefits and
services is aimed toward the broad outcome of
restoring the individua capabilities of our Nation's
disabled veterans.

Four key performance measuresenableusto gauge
progress in achieving this strategic goal:

[1 Proportion of discharges from spinal cord
injury (SCI) center bed sections to non-
institutional settings

[J Averagedaysto processrating-related actions
on compensation and pension claims

[J National accuracy rate for core rating work

[1 Vocational rehabilitation and employment
rehabilitation rate
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Secretary’s Priority
Berecognized asaleader in the provision of specialized services, particularly
spinal cord injury, geriatrics, and mental health.

Performance Goal
[0 Maintain at 95 percent the proportion of dischargesfrom spinal cord injury
(SCI) center bed sectionsto non-institutional settings.

The Veterans Health Administration (VHA)
remains committed to promoting the health,
independence, quality and dignity of life, and
productivity of individualswith spinal cord injury
(SCI) and other disabling conditions.

Specia attention is accorded veterans with SCI
for anumber of reasons, primarily because of the
severity of illness and disability associated with
SCI. VHA closely monitors the performance
measure described below to ensure responsiveness
to veterans with SCI and maximize the potential
for positive outcomes of care.

We exceeded the target level by achieving a
discharge rate of 98 percent in FY 2001. VHA
will continue to place high priority on assisting/
enabling veterans with SCI to obtain discharge to
non-institutional settings.

Discharges from Spinal Cord Injury Center Bed Sections to
Non-Institutional Settings

0, 0,
100% 93% 98% 98% 95%

80%
60%
40%
20%

0%

99 00 FY 01 Actual FY 01

Planned

Means and Strategies

VHA is focused on promoting the health,
independence, quality of life, and productivity of
individuals with SCI. We view discharge to non-
institutional, community living asapositive health
outcome.

VHA improved the overall care of veterans with
SCI and coordination of their discharges in the
following manner:

[0 InFY 2001, staffing at SCI Centersincreased
by 275 FTE from 1,368 to 1,643;

[ Distributed Clinical Practice Guidelinesfrom
the Consortium for Spinal Cord Medicine to
al VA SCI centers,

[J Conducted annual national SCI-Primary Care
team training;

[ Improved the Spina Cord Dysfunction (SCD)
Registry to advance coordination of care;

[J Achieved Rehabilitation Accreditation
Commission (CARF) accreditation for acute
Spinal Cord Injury and Disorders (SCI&D)
rehabilitation programsat 19 of 20 SCI Centers,

[J Continued identification and translation of
best practices in SCI&D by the Quality
Enhancement Research Initiative for Spina
Cord Injury (SCI QUERI);

FY 2001 Performance Report

25



Strategic Goal 1

[1 Expanded direct outreach to patients with
SCI& D toincreasetheproportion of influenza
and pneumococcal vaccinations,

[J Distributed Veterans Health Initiative (VHI)
SCI Continuing Medical Education Project
information to physiciansto enhance primary
care knowledge of SCI&D issues;

[ Improved access to care within patients
communities.

Crosscutting Activities

VHA works with the Paralyzed Veterans of
America and other concerned veterans service
organizationsto continually improve VA SCI care,
whichisrecognized asahealth careleader for this
Special Emphasis population. VHA will also
continue to work towards complete, full CARF
accreditationfor al 20 SCI Centers. Thiscredible

acknowledgement of an outside review body will
help ensure consistency of approach (clinical
practice) and high-quality medical care.

Data Source and Validation

Theoriginof datafor thisperformancegoal isfrom
the National Patient Care Database Patient
Treatment File (PTF) at discharge. "Non-
institutional care setting” includes community,
foster home, halfway house, boarding house,
residential hotel, and home-based health care
services. Non-institutional care setting does not
include hospitals, nursing home care units, state
homes, domiciliaries, or penal institutions.

Thenumerator for thisgoal isinpatientsthat were
discharged from SCI-center bed sections to non-
ingtitutional settings. The denominator ispatients
discharged from SCI-center bed sectionsalivewho
were discharged regularly and not transferred in
from institutional care.
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Secretary's Priority

Provide accur ate decisions on compensation and pension rating-related
claimswithin 100 days by summer 2003.

Performance Goals
[J Completerating-related actions on compensation and pension (C&P) claimsin an

average of 202 days.

O Attain a 72 percent national accuracy ratefor core rating work.

Quality and Timeliness of Claims Processing

Although we exceeded our timeliness goal by 21
days, with an achievement level of 181 days
compared with our goal of 202 days, performance
worsened fromthepreviousyear'slevel of 173days.
Thislevel of performanceisunacceptable. Onthe
other hand, accuracy increased significantly in FY
2001 to 78 percent from 59 percent in FY 2000.
Thisis6 percent better than thegoal of 72 percent.

FY 2001 was a transition year for VBA. Total
Pending Workload increased from 332,300 claims
and appeal sat theend of FY 2000t0 565,800 claims
and 117,800 appeals(including all appeals, not just
C&P cases) at the end of FY 2001. Thisincrease
waslargely theresult of regulatory and legislative
changesincreasing benefitsto veteransand lower-
than-expected productivity. However, because of
increasesin staffing, productivity, and streamlining
activities, we are beginning to turn the problem
around. The percentage of rating-related claims

-

Average Days to Process Rating-Related Actions on Compensation and
Pension Claims
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National Accuracy Rate (Core Rating Work)
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completed during thefirst quarter of FY 2002 was
68 percent higher than during the first quarter of
2001. As we reduce the number of older claims,
our timeliness will worsen, but it will allow usto
achievesignificantimprovementsby theend of FY
2002.

Appeals Processing

The appeal s resolution time is the average length
of timeit takes VA to process an appeal from the
date a claimant files a Notice of Disagreement
(NOD) until acaseisresolved, including resolution
at aregional office or final decision by the Board
of Veterans' Appeals (BVA). Appeals resolution
processing impacts compensation and pension
claimsactivities. Claimsgoing through the appeal
process require additional compensation and
pension staff resources. The additional resource
requirementsreducetheavail ableresourcestowork
initial claims processing. A primary remand rate
reduction strategy istoimproveappellate processes
throughinformation sharing between BVA andfield
adjudication staff using regularly scheduled

FY 2001 Performance Report
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information exchange sessions conducted via
interactive video-conference system. A second
strategy isto develop better bases of information
andtoimproveanaysisof trendstoidentify remand
types and reasons.

Asaresult of ongoing efforts, theremand ratewas
reduced from 36.3 percent in 1999t0 29.9 percent
in 2000. However, since enactment in November
2000 of Public Law 106-475 (Veterans Claims
AssistanceAct of 2000), theremand rate hassoared
to 48.9 percent. In order to ensure claimants due
process rights, many pending appeals have to be
remanded for thenew law to beapplied by theoffice
of original jurisdiction. Also, affected cases
pending at the U.S. Court of Appealsfor Veterans
Claims are remanded to the Board for further
remand to the appropriate regional offices.
Currently, there are about 32,300 casesin remand
status. The recent inception of the law prevents
making an educated estimate of how much time
will be required to compl ete the remands or how
many days the field development required for an
original claim will add to the overall appeals
resolution time.

Some improvements in timeliness can be achieved
through coordinated effortsundertaken by both BVA
and VBA, such as reductions in administrative
overhead and other initiatives involving internal
procedural changes. Suchan gpproachacknowledges
that claims and appeal s processing must be viewed
as a continuum, rather than as a series of discrete
activities. The Department is committed to this
approach and has targeted improving appeals
resol utiontimeasoneof our mostimportanttimeliness
objectives. Because over 90 percent of VA appellate
actionsaregpped sof compensation benefitdecisions,
the appeal s resol ution time measure is aligned with
the VA strategic goal and objective for the
compensation program.

Means and Strategies

We haveimplemented avariety of system changes
to improve performance and address specific
timeliness and accuracy-related problems.
Initiatives dedicated to this effort have been both
numerous and diverse, but al with one common
goal — enhancement of the claims process. Key
initiatives include a “tiger team,” based in
Cleveland, which is fully operational. The first
priority for this team is to resolve long-pending
claimsof veteranswhoare 70 yearsof ageand ol der.
Once this has been accomplished, the team will
moveto other claims pending adecision for more
than ayear. A Claims Processing Task Force,
created by the Secretary in May 2001, proposed
measuresand actionstoincreasetheefficiency and
productivity of VBA operations, shrink thebacklog
of claims, reducethetimeit takestodecideaclaim,
and improve the validity and acceptability of
decisions. The Task Force report contains 34
recommendations comprised of 66 actionable
tasks. Appropriate implementation plans with
milestoneshave been established for each task and
implementationisbeing tracked in VBA's Project
Management System. Seven of the 66 tasks have
already been completed and another 13 are
scheduled for completionwithinthenext 6 months.

VBA has taken many additiona steps to offset the
impact of legidativeand regulatory changes, suchas
theVeteransClamsAssstanceAct (VCAA) of 2000,
the addition of diabetes mellitus type 2 as a
presumptive Agent Orange condition, and the
expansion of thelist of radiation-rel ated diseasesfor
which we currently provide presumptive service
connection. Wehaveimplemented countermeasures,
withinavailableresources, to continuoudy improve
timeliness and accuracy in rating-related claims
processing to better serve veterans. In FY 2001,
we successfully:
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Hired 932 veterans service representatives
(VSRs) and rating V SRs.

Launched a centralized training initiative to
trainthesenew hires. Thiscentralizedtraining
is now the standard for future hires.

Reached an agreement between VBA andthe
Board of Veterans Appeals(BVA) concerning
remand development. VBA will provide
training to BVA onitsfield office procedures
aswell as the computer tools used by VBA
to develop and control its evidence requests.
During 2002, BVA will begin initiating
development on cases that would otherwise
be remanded back to thefield offices. At this
time, we estimate that the time to process
appeal swill bereduced by 34 dayson average.

Established resource centers to focus on
specialized claims processing.

Expanded the St. LouisHelplineand madeit
fully operational in February 2001.

Released personal computer generated | etter
(PCGL) notification letter packagesin April
and December 2001.

Developed national production standardsfor
VBA's decision-making positions. These
proposals are being further evaluated.

Publishedinthe Federal Register on April 20,
2001, the amendment to 38 CFR 3.103
allowing VBA's decision-makers to gather
evidence by oral communication.

Tested and made available to all regional
officesthe Compensation and Pension Records
Interchange (CAPRI) application that allows
V BA'sdecision-makersto successfully obtain
medical records from the Veterans Health
Administration database.

Signed amemorandum of understandingwith
VHA toestablishaJoint Medical Examination

Improvement Officein Nashville, Tennessee.
Themission of thisofficeistoreview the C& P
examination process in order to identify the
tools and procedures needed to improve the
guality and timeliness of C& P examinations.
Itiscurrently functioningand fully staffed with
subject matter experts from both VBA and
VHA.

VBA also expectsto successfully implement the
following countermeasures in FY 2002- 2003:

O

Provide field offices relief from doing local
Statistical Technical Accuracy Reviews
(STARS). Thenational STAR officelocatedin
Nashville, Tennessee is fully operational.
Additional national reviewswill becompleted
to account for the local reviews that were
eliminated.

Processing of pension maintenance workload
began on January 2, 2002, at three centralized
sites. Initially, thesesiteswill processdigibility
verification reports. VBA expects these sites
to process all pension maintenance workload
by the end of FY 2003.

Fully test in FY 2002, virtual imaging
technol ogy at the pension maintenance centers.

VBA has been working closely with the
Department of Defense on two major
initiatives: the exchange of their records
through imaging technology and the creation
of ajoint separation examinationand disability
evaluation protocol. It isexpected that both of
theseeffortswill beready for testing by theend
of FY 2003.

Collaborate with BVA to create a procedure
that will allow board membersto devel op cases
that would have been remanded back to the
regional office. This process was begun in
February 2002.
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External Factors

The requirements of the Veterans Claims
Assistance Act (VCAA) and diabetesregulations
continue to affect efforts to reduce the timeliness
of claims processing. Pending legislation on
radliation exposure could further increase thetotal
number of expected claims, thereby offsetting
improvements VBA has made in timeliness.

Crosscutting Activities

In collaboration with DoD, we are working on an
electronic dataexchange system aswell asajoint
VA/DoD examination process at the time of
separation fromservice. Whenimplemented, both
measures should facilitate timelier processing of
claimsby reducingthewait timerequiredtoreceive
necessary evidence.

Major Management Challenges

For the past quarter century, VBA has struggled
with timeliness of claims processing; VBA
continuesto faceahighworkload backlog and takes
an unacceptably long time to process claims.

For amoredetail ed di scussion of thismanagement
challenge, see pages 98 — 103.

Data Source and Validation

The timeliness of claims processing is measured
using data captured automatically by the Benefits
Delivery Network aspart of claimsprocessing. VA
hastaken severa stepsto ensureit hasaccurateand
reliable data in its reports. A database of all end
product transactions is maintained and analyzed
onaweekly basisto identify questionable actions
by regional offices. The Compensationand Pension
(C&P) Servicereportsquarterly onitsfindingsand
reviewsasampling of casesfrom stationswiththe
highest rates of questionable practices.

The C&P Service determines accuracy rates by
reviewing a statistically valid sample of cases.
Beginning in FY 2002, C& P Service will expand
itsreview toindependently measureregional office
accuracy, which will require the review of
approximately 10,000 casesannually. Theregional
office sample size will ensure a confidence level
of 95 percent with amargin of error range from
+/-6 percent for best performing regional offices
to+/-9 percent for regional officeswith thelowest
performance rates. The sample size will be
increased for the six regional offices with the
poorest documented performance, reducing the
margin of error to +/-6 percent on the subsequent
review. Program experts who are independent of
field operations management conduct thereviews.

TheVeteransAppeal sControl and L ocator System
(VACOLYS) is VA's appeals tracking system. It
serves as the exclusive source of all data used to
calculate appeal s resolution time.

There are five categories of data that go into
calculating the total appeals resolution time: (1)
cases resolved in the field prior to receipt of a
Substantive Appeal (VA Form 9), (2) casesclosed
for failureto respond to the Statement of the Case,
(3) cases resolved in the field after receipt of a
Substantive Appeal but prior to certification to
BVA, (4) cases resolved through final BVA
decisions, and (5) cases resolved in the field
following BVA remands. Information for cases
disposed of in each category is computed and
totaled for each regional office, and an overall VA
average is computed.

Editshavebeenbuiltintothesystemto prevent data
entry errors. There are checks and balances
throughout the system to detect errors, and
proceduresarein placefor correctingtheseerrors.
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Focus vocational rehabilitation resources on veterans with serious employment handicaps and
on independent living services.

Performance Goal
0 At least 65 percent of all veteran participants who exit the vocational rehabilitation

program will be rehabilitated.

The rehabilitation rate is determined by comparing
thenumber of veteransrehabilitated throughthe VA
program versusthetotal number of veteransexiting
the program. The Vocational Rehabilitation and
Employment (VR& E) Program metitsnationa goal
of 65 percent for FY 2001 by continuing to place
emphasis on employment. Over 10,100 service-
disabled veteranswererehabilitated and returned to
employment.

Vs
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Means and Strategies

Thefollowing initiativesor activities contributed
totherehabilitation rate achievement in FY 2001

[J  Increased the number of staff located within
thecommunity and outsidetheregional office
to be availableto serve veterans at alocation
convenient and easily accessiblefor veterans.
Also, case managers were provided with
equipment to access systemsand dataneeded
to provide a complete range of services to
veterans at the time of counseling.

Improved communicationswith veteransand
stakeholdersto ensureafull understanding of
the program'’s focus on employment and the
services offered.

Continued to provide employee training in
employment servicesby providingtoolssuch
as Transferable Work Skills Analysis, laptop
computers, and the case management and
information system.

Increased working relationships with other
public and private rehabilitation and
employment organizationsto assist veterans
in achieving suitable employment more
quickly and efficiently.

Developed amatrix containing thekey skills
for VR&E staff and utilized this instrument
toassesscurrent skill levelsand identify skills
needing devel opment.

Deployed two mgjor initiatives, Corporate
WINRS (named for the regional offices that
tested the system) and Case Management
redesign, in support of the reengineering
processesfor the VR& E Service. Both these
initiatives enabled improvement in the
program's daily processing of cases and
increased timeliness of servicesto veterans.

Began measuring program outcomesthrough
the Quality Assurance program to validate
guality and accuracy of services provided to
veterans.
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[J Tested the employment specialist pilot
program, which proved effectivein assisting
veteransto achieve employment. Asaresult,
field officesrealignedtheir staff toincludethis
position. Employment specialists work with
veterans and the employment community to
assist veteransin preparing for and obtaining
employment.

Crosscutting Activities

The VR&E program, in partnership with DoD’s
Defense Manpower Data Center, developed a
Transferable Work Skills Analysis to assist the
VR&E staff in analyzing and converting military
skillsto civilian skills. Additionally, VA'sVR& E
Service and the Department of Labor's Veterans
Employment and Training Service work together
to provide an annual training program for staff
involved in the placement of disabled veteransin
interim and permanent employment. Thisprogram
will increasingly involve the Small Business
Administration.

Data Source and Validation

VR& E Management Reportsserveasdatasources.
Data are validated by the quality assurance (QA)
review conducted by each station and by VR& E
Service. VR&E Service implemented a QA
program to review samples of cases for accuracy
and to provide scoring at theregional officelevel.
The program continually extracts data samplesto
evauatevalidity andreliability throughout theyear.
Modifications such as reporting mechanisms to
conduct trend analyses and multiple reviews in
certain areas to improve inter-rater reliability are
being incorporated to enhance the QA program.
In FY 2001, the Balanced Scorecard data were
reviewed monthly. VR&E provides training to
clarify policiesand procedureswhen adiscrepancy
is noted. Reviews are conducted on a sample of
casesfromtheregional officestwiceayear. Atthe
end of each review, documentation of both positive
and negative resultsis provided to each office to
ensure sustained performance or demonstrate the
need for countermeasurestoimprove performance.
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StrATEGIC GoAL 2

Ensure a smooth transition for veterans
from active military serviceto civilian life

Secretary's Priorities:
O  Provide meaningful readjustment assistance by improving the quality
and timeliness of decision-making for education claims through the use of
electronic certification.

0  Meet community standardsfor origination and servicing of home loan
guar anty benefits, and ensurethere are no financial lossesincurred on
foreclosures.

Veterans will be fully reintegrated into their [ Montgomery Gl Bill (MGIB) usage rate
communitieswithminimumdisruptiontotheir lives

through transitional health care, readjustment [ Average days to c_omple_te original and
counseling services, employment services, vocational supplemental education claims
rehabilitation, education assistance, and home loan

quaranties. [1 Foreclosure avoidance through servicing

(FATS) ratio

Threekey performance measuresenableusto gauge
progress toward achieving this strategic god:
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Secretary's Priority

Provide meaningful readjustment assistance by improving the quality and timeliness of decision-
making for education claimsthrough the use of electronic certification.

Performance Goals
O Increasethe Montgomery Gl Bill (MGIB) usagerateto 60 percent.

0 Processoriginal and supplemental education claimsin 35 and 23 days, respectively.

Over 20,000 more claimants received education
benefitsduring FY 2001 thanin FY 2000. Almost
70 percent of the 421,000 beneficiaries who used
VA education benefits during FY 2001 qualified
under the provisions of the Montgomery Gl Bill
(MGIB). Reservists accounted for nearly 20
percent, and the program for certain eligible
dependents of veterans accounted for about 11
percent. Moreover, amost 100,000 individuals
began using the benefits for the first time during
2001. They recognized the need to further their
education or enhancetheir job skillsand relied on
their Gl hill entitlement as a funding source.

The Veterans Benefits and Health Care
Improvement Act of 2000 (Public Law 106-419)
providedfor M GIB benefitsfor somelicensingand
certificationtests. Thisprovisionallowsclaimants
to take an unlimited number of tests and receive
MGIB benefits of up to $2,000 per test. The
program took effect March 1, 2001. Though not
widely recognized asatype of program for which
VA education benefits are payable, 123 veterans
received reimbursement for completing 136 tests
by theend of theyear. We predict that VA will pay
for 25,000 testsduring FY 2002. Thisnumber will
continue to increase as the program matures.

The National Defense Authorization Act of FY
2001 (Public Law 106-398) allows in-service
studentstoreceive VA benefitsto pay for any tuition
or school expensesnot paid by themilitary services
through their tuition assistance programs. Referred
toasTuition Assistance Top-Up, or just " Top-Up,"

more than 12,000 service members received this
benefit during FY 2001. Payments are generally
lessthan VA paysveteranswhileattending school
because active duty personnel use "Top-Up" to
supplement the military tuition assistance
programs. In addition, payment amounts vary by
number of coursestaken and thetypeof institution
and tuition charged. Ranging from lessthan $100
towell over $1,000, the average payment is about
$480. Wearemaking about 1,000 of these payments
each week and expect to exceed 50,000 payments
during 2002. "Top-Up" may represent about 5
percent of our workload in 2002.

Increase the MGI B Usage Rate

The MGIB usagerate increased by one percentage
point over last year. Thiswasfour percentage points
short of our FY 2001 goal . Reasonsfor thisdeviation
include:

Montgomery Gl Bill Usage Rate
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[1 Thelevel of payment did not cover enough
of the cost of education;

[0 Promotiona material for MGIB did not arrive
early enough;

[J  Thepotential MGIB benefitsdid not meet the
veteran's expectation;

[1  Timelinessof claimsprocessing deteriorated,
thusdiscouraging veteransfrom applying for
benefits.

While there is no measure in place that clearly
identifies the probable cause for not achieving our
2001 god , thepaossi blereasonscited abovearederived
from the findings of a program evauation for VA's
education benefit programscompletedin 2000. That
report recommended a significant increase to the
benefit because it had lagged behind the rising cost
of education. The rate increases enacted in the
Veterans Education and Benefits Expansion Act of
2001, Public Law 107-103, should enable us to
determine the extent to which benefit levels served
asthe primary barrier.

I mprove Education Claims Processing

Although we missed the 23-day goal for processing
supplementa claims by only 1 day, we missed the
god for original claimsby 15 days. Thereasonsfor
not achieving the goal include:

[1  Becauseof thebacklogsand recently enacted
legidlation, telephone traffic volume was 30

-
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percent higher than duringtheprior year'sfirst
quarter. Increased phoneduty resultedinless
time available to process claims. Traffic
returned to near normal level sthroughout the
rest of 2001.

[1 Hardware installation difficulties from FY
2000 affected 2001. For example, equipment
malfunctioned sporadically, requiring
replacement and resulting in operational
delays. Although corrected by the end of the
first quarter, recovery from the backlog took
time.

[0  Many Education employees were promoted
into Compensation & Pension (C&P)
positions. Opportunitiesfor advancement in
aregional office environment are greater in
the C& Pareabecausetheaveragegradelevels
arehigher. Themovement into C& Ppositions
accelerated because additional hiring was
authorized. Asaresult, new hiringandtraining
in education wererequired. Asof June 2001,
48 percent of the decision-makers in the
Education business line were trainees.

( Average Days to Complete Supplemental Education Claims
22 24 23
] I I|
97 98 99 00 FY 01 FY 01
Actual  Planned
Improvement trends that began during the last 3
monthsof 2001 areexpectedto continuethrough 2002.
New hiresaregainingexperienceand becomingmore
productive. Development of automated processing

withexpert systemswill allow achievement of long-
term strategic targets.
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Means and Strategies
Increase the MGIB Usage Rate

During FY 2001, we continued our efforts to
improveoutreach to servicemembersand veterans
regarding their access to benefits.

[J VA continued tomail thebrochure, "Focuson
Your Future with the Montgomery Gl Bill,"
to servicemembers who have completed 12
months of active duty. This brochure gives a
general description of education benefits. It
also hasinformation to help servicemembers
decidetoenter vocational or on-the-jobtraining
and use their MGIB benefits.

[J  Toll-freephoneservicewasmaintained during
the year. Seasonal employees and education
liaison representatives answered callsto help
reduce the number of callers who could not
completetheir cals. Veteranswho cannot get
guestions answered will lack the information
they need to begin their education or training
efforts.

[0  Web Automated Verification of Enrollment
(WAVE) becameavailableto claimantsinlate
FY 2001. WAVE dlowsMGIB beneficiaries to
verify their continued enrollment eachmonth over
the Internet instead of mailing the verification
form. This improves communication with
claimants and speeds release of monthly
payments. Althoughingtaledtoolateinthefisca
year to have a significant effect, it will reduce
paperwork intheregional processing officesand
gpeed the benefit payment process. This will
help encourage veteransto use their benefits.

During FY 2002, we plan to increase outreach
efforts. Findings from the program evaluation
indicated that future veterans cite the military as
themaost frequent sourceof MGIB informationand

that information is not always clear, concise, and
totally accurate. We are planning the following
outreach activities:

[0 Themailing of a brochure and letter after 2
years of service;

[J  The mailing of an outreach letter 6 months
before discharge;

[ Thetestingof outreachmateria sat military bases
to ensure the message in the materidsisclear;

[J Presentations at conferences attended by
service coordinators and military education
officers,

[0 Briefing of Army and Navy recruiters to
ensure they have correct and current
information. According to the 2000 customer
satisfaction survey, 46 percent of veteransfirst
learn about MGIB fromtheir recruiters. M ost
military brochuresdirected at potential recruits
emphasize money from MGIB to attend
college as an inducement to consider serving
inthemilitary. Themessageisintendedtogive
the potential recruit another reason to enlist,
but doesnot providesufficient informationto
begin planning for education or training after
military service.

I mprove Education Claims Processing

M eansand strategiesfor achievingtheperformance
goal included:

[J Continued improvements in Enrollment
Certification Automated Processing (ECAP),
allowing more casesto be processed without
human intervention. ECAP is a proof-of-
concept prototypethat uses"expert” or rules-
based systems to process claimsin atotally
automated environment to theextent possible.
Atthispoint, only 3-4 percent of all incoming
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work is completely processed in thisway. A
more sophisticated rules-based application
will alow many moreclaimsto becompleted
without human intervention.

(1  Electronic FundsTransfer (direct deposit) was
expanded to the MGIB-SR (chapter 1606)
program, making funds available to these
claimants3to5daysearlier thanif acheck is
mailed.

[0 100 new claims examiners were hired.

[1 Seasona employees and education liaison
representatives were used to relieve case
managers from phone duty, freeing them for
claimsprocessing. Seasonal employeescanbe
most beneficial during peak workload periods
(August-October and January-February).

External Factors
I ncrease the MGIB Usage Rate

The cost of education has risen faster than the
Consumer Price Index for the past several years.
For example, according to the Department of
Education, the cost of post-secondary education
rose 3.8 percent in 2000. However, the Consumer
Price Index rose 2.7 percent.

Legidationenactedinearly FY 2001 helpedrestore
lost purchasing power with increased monthly
payments. Thissamelegislationaso providedfor:

[J  Payment for licensing and certification tests.

[0 Additional voluntary contributions to a
servicemember's MGIB account to increase
benefits.

As time passes, these changes will increase the
number of veterans who apply for and receive
MGI B benefits. With the passage of transferability

(that is, permission for an active duty
servicemember to transfer part of hisor her MGIB
benefit to family members as a reenlistment
incentive), we expect usage to increase because
almost any combination of a servicemember's
dependents could be entitled to receive part of his
or her total M GIB benefit. Therateincreasesenacted
inthe VeteransEducationand BenefitsExpanson Act
of 2001, Public Law 107-103, should enable usto
determine the extent to which benefit levels served
asthe primary barrier.

I mprove Education Claims Processing

Legidationenactedinearly FY 2001 dramatically
affects VA education benefits. Over time,
provisionssuch asthe Tuition Assistance Top-Up
for active duty MGIB claimants and payment for
licensing and certification tests will generate a
significant number of new claims. Claimsfor these
benefitswill be processed " out-of-system” for the
foreseeable future until systems can be modified
to accommaodate them. Out-of-System processing
is more labor-intensive than regular work and
adversely affects timeliness for those claims by
adding afew extradaysto the workflow process.
Theoverall impact for about 5 percent of thework
in 2002 should not be dramatic.

Crosscutting Activities
Increase the MGI B Usage Rate

Increasing the MGIB usage rate requires
coordination among VA, the Department of
Defense, and other organizations distributing
MGIB information. InFY 2001, webegan briefings
to Army and Navy recruiters to help them give
recruitsaclear andrealistic view of M GIB benefits.
We al so began supporting military basecounselors
by giving them a guide for education specialists
working with servicemembers who may need
MGIB benefits to pursue their educational or
vocational objectives.
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I mprove Education Claims Processing

Overall processing timelinessis affected to some
extent by thequality of theenrollment information
and certificationreceived fromschool officials. VA
developed an application (called VACERT) that
allowsschool sto send enrollment certificationsto
VA regional processing centers electronically.
Currently, over half of all schools use VACERT.
Anlinternet version of VACERT isbeing devel oped
and will make the application more attractive to
schools. This system will be tested and deployed
in FY 2002. In addition, we are continuing to
improve relationships with institutions. For
example, we started offering "new certifying
official" trainingin FY 2001 and will continue in
FY 2002. Certifying officials are employed by
educationa ingtitutionsto servetheveteran/student
and to submit enrollment information to VA for
use in paying benefits. The more knowledge they
possess, the more they are able to assist VA in
serving veterans needs.

Data Source and Validation
I ncrease the MGIB Usage Rate

The MGIB usage rate is calculated by dividing the
cumulative number of individuals who began a
program of education under the MGIB (taken from
VBA'sEducation Master Record File) by theoverall
number of potentially eligible veteran beneficiaries
(taken from DoD's Defense Manpower Data Center
separaionrecords). Wedonot independently validate
the DoD information.

I mprove Education Claims Processing

We measure education claims processing
timeliness by using data captured automatically
through the Benefits Delivery Network. The
Education Service staff in VA Central Office
confirms reported data through ongoing quality
assurancereviewsconducted onadtatistically valid
sample of cases. They look at dates of claimsin
these sample cases to ensure they are reported
accurately.

Each year, Central Office staff reviews a sample
of casesfrom each of thefour regional processing
offices (RPOs). Quarterly samples are selected
randomly fromadatabase of all end productstaken
during the quarter. Since the cases are reviewed
remotely through the use of TIMS (The Imaging
Management System), the RPOs are compl etely
divorced fromthereview processuntil they receive
areport of the review. Theresults are valid at the
95 percent confidence level. Reviewers validate
dates of claim and validity of end productsfor all
casesreviewed. They report errorstothe RPOsand
track trends. TheRPOsaregiven achanceto rebut
errors called. This helps ensure the quality and
fairness of the review.

Anagppraisd teamvistseachRPOannualy. Theteam
consists of Central Office staff and a representative
froma“sister” RPO. WhileintheRPO, theappraisa
team reviews all aspects of the operation including
qudity and consistency of datainput.
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Meet community standards for origination and servicing of home loan guar anty benefits, and
minimize financial lossesincurred on foreclosures.

Performance Goal
O Improve the Foreclosure Avoidance Through Servicing (FATS) ratio to 33 percent.

VA'shomeloan guaranty program hasasignificant
impact on the housing economy of the United
States. Over 16 millionveteransand their families
haveused aguaranty since 1944; therearecurrently
3.1 million active loans. Veterans are able to
purchase homes with little or no down payment,
withtermsnot generally avail ableto non-veterans.
Thisbenefit stimulates home buying, which spurs
economic activity for builders, construction
workers, realtors, appraisers, and the real estate
financeindustry. The benefit alsoimpactsthesae
of appliances and furniture, the market for home
improvement material sand products, and thesmall
businesses that provide these services.
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TheFATSratiofor FY 2001 was40 percent, which
substantially exceeded the planned level of 33
percent.

The FATS ratio measures the extent to which
foreclosures would have increased had VA not
pursued alternativestoforeclosure. Alternativesto

foreclosurecan hel p veteranseither savetheir home
or avoid damage to their credit rating, while
reducing costs to the Government.

Means and Strategies

There are four alternatives to foreclosure:

[ Successful I ntervention—VA may intervene
with the holder of the loan on behalf of the
borrower to set up a repayment plan or take
other action that results in the loan being
reinstated.

[J  Refunding—VA may purchasetheloanwhen
theholderisnolonger willing or ableto extend
forbearance in cases where VA believes the
borrower has the ability to make mortgage
payments or will have the ability in the near
future.

[J  Voluntary Conveyance — VA may accept a
deedinlieu of foreclosurefromtheborrower,
if doing so isin the best interest of the
Government.

[J  CompromiseClaim—If aborrower indefault
istryingto sell the home but it cannot be sold
for an amount that is greater than or equal to
what is owed on the loan, VA may pay a
compromiseclaimfor thedifferencein order
to complete the sale.

Much of the improvement in FY 2001 can be
attributed torestructuring field operationsover the
last several years. VA hasmoved the supplemental
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servicingfrom45regional officesto9regional loan
centers. This has allowed for concentration of
resourcesand providesmuch greater flexibility to
manage default workloads.

VA has also approved more lendersto participate
inthe Servicer LossMitigation Program (SLMP),
which authorizes compromise sales and deeds in
lieu of foreclosure. These two servicing tools are
componentsof theFAT Sratio. Greater useof SLMP
allows VA staff to work more intensely on
intervention actions, such as establishing
repayment plansthat are also a component of the
ratio. VA continuestotrainemployeeson effective
toolsof servicing, which hascontributed to hel ping
more veterans avoid foreclosure.

External Factors

VA reliesheavily onthelendingindustry todeliver
the home loan benefit. Ultimately, the level of
veteran satisfaction is directly dependent on how
well VA can meet the expectations of lenders,
builders, real estate brokers, and appraisers. This
means adapting the delivery of our services to
industry practices and making timely changes as
technology generates involvements in the loan
origination process.

Major Management Challenges

Restructuring, ServiceL ossMitigation, andtraining
haveimproved delinquent Loan Servicing. However,
there is a recognized need to fully review VA's
supplementa servicingprocess. INFY 2002, theL oan
Guaranty Program plans athorough redesign effort
to reengineer, standardize, and document work
process and procedures involved in supplemental
servicingand activitiesrelated tothelender'sprimary
servicing efforts. This will include the specific
information technology requirements needed to
support the redesigned process.

Data Source and Validation

Data used to calculate the FATS ratio come from
the Loan Service and Claims (LS&C) system,
which is the system used to manage defaults and
foreclosures of VA-guaranteed |oans.

In November 2000, the OI G issued an audit report
regarding theaccuracy of dataused to computethe
FATSratio. The OIG attempted to verify each of
the five components of the computation. The
auditorsrandomly selected asample of recordsin
each category and reviewed corresponding loan
foldersto determinewhether recordsintheLS& C
systemwereproperly categorized. The OlG found
that records in four of the five categories were
correctly categorized. However, recordscategorized
as successful interventions could not be verified
because supporting documentation was not
available. Evidenceof defaults, intervention efforts,
and cureswasgenerally not retainedinloanfolders.
Employees did record intervention efforts as
electronic notesintheL S& C; however, thesystem
did not retain the notes. Consequently, the OIG
could not attest to the accuracy of the FATSratio.

During the audit, VA activated a new computer
system for loan servicing activities that retains
electronic notes, which are used to document
successful interventions. Becausethisshould have
corrected the only material deficiency identified,
the OIG did not make any recommendations and
considers the matter resolved.
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Honor and serve veteransin life and memorialize them in death for their
sacrifices on behalf of the Nation

Secretary's Priorities:
O  Provide high-quality health carethat meets or exceeds community standards.

O  Provideaccessto primary care appointments and specialty care appointments within
30 days, and ensure patients are seen within 20 minutes of their scheduled

appointment.

0 Maintain the high level of serviceto insurance policy holdersand their beneficiaries.

0 Ensuretheburial needs of veterans and their eligible family members are met.

Veteranswill havedignity intheir lives, especially
intimeof need, through the provision of health care,
pension programs, and life insurance, and the
Nation will memorialize them in death for the
sacrifices they have made for their country. To
achievethisgoal, VA needsto improvetheoverall
health of enrolled veterans, provide a continuum
of health care (whichincludes special populations
of veterans), extend pension and life insurance
benefits to veterans, meet the burial needs of
veteransand eligiblefamily members, and provide
veteransandtheir familieswithtimely and accurate
symbolic expressions of remembrance.

Severa key performancemeasuresenableustogauge
progress toward achieving this strategic goal:

[0 Chronic Disease Care Index |1

o O 0o O

o o 0o o O

Prevention Index |1
Patient Safety —root cause analysescompleted
Patient satisfaction with health care service

Number of Veterans Service Standard
problems reported

Cost and efficiency for the health care system
Waiting timesfor appointmentsand treatments
Averagedaysto processinsurancedisbursements
Percent of veterans served by aburial option

Quality of service provided by national
cemeteries

FY 2001 Performance Report
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Secretary's Priority
Provide high-quality health carethat meetsor exceeds community standards.

Performance Goals

O OO

serviceas" very good" or "excellent."

Perform at 77 percent on the Chronic Disease Care Index 1.
Perform at 73 percent on the Prevention Index I1.
Increaseto 67 percent the proportion of inpatients and outpatientsrating VA health care

[0 Decreasethe percent of Veterans Service Standard problemsreported per patient in the
areas of patient education, visit coordination, and phar macy.
[0 Perform 95 percent of root cause analysesin the correct format within the appropriate

timeframe.

O Increase the Quality-Access-Satisfaction/Cost VAL UE Index to 5.8.
[0 Increasethe Balanced Scorecard: Quality-Access-Satisfaction-Cost to 94 percent.

These performance goals address VA's priority of
providing high-quality medical care that meets or
exceedscommunity standards. The VeteransHealth
Adminigtration (VHA) ensuresthat its policies are
carried out through a strategic management
framework that relies on performance goals and a
performance measurement program that monitors
progress and promotes accountability. The
management framework iscomprised of sx Domains
of Quality: quality, patient satisfaction, functional
status, access, cost efficiency, and building healthy
communities.

Chronic Disease Care Index |1 and Prevention
Index |1

VA achieved the planned target levels for these
measures by continuing to emphasize the
importance of the many clinical practices that
comprise these aggregated index measures.
Emphasison theseimportant areas of quality will
continueto beacornerstoneof clinical performance
measurement for the Department. The purpose of
emphasi zing effective chroni c disease management
istoimprovethehealth of veteranswhilereducing
theuseof servicesand enhancing efficiency. Since
alarge percentage of veterans seek carefor oneor
more chronic diseases, improved management of

-
Chronic Disease Care Index 11
100%
80% 7% 7%

60%
40%
20%
0%

FY 01 Actual FY 01 Planned

A new methodology was adopted for FY 2001.
Therefore, prior year comparisons are not available.

chronic disease resultsin reduced inpatient costs,
admissions, and lengths of stay.

TheChronicDiseaseCarelndex |1 (CDCI 1) follows
nationally recognized guidelines for seven high-
volume diagnoses: ischemic heart disease,
hypertension, chronicobstructivepulmonary disease,
diabetes mellitus, major depressive disorder,
schizophrenia, and tobacco use cessation. It uses 23
medical interventions as assessments. Thisis a
significant increase from the FY 2000 basdline that
used 13 interventions. The revised index provides
amore comprehensive representation of chronic
care management.
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Prevention Index 11
100% 80%
80% 73%
60%
40%
20%
0%

FY 01 Planned

FY 01 Actual

A new methodology was adopted for FY 2001.
Therefore, prior year comparisons are not available.

VA hasdesignedthePreventionIndex 11 (Pl 11) that
includesseveral indicatorsall owing acomparison
of VA and private health care outcomes. This
measure replaces the Prevention Index, which
tracked outcomesassociated withasmaller number
of medical interventionsand diseases. Thechange

adds new challenges in the area of disease
prevention. In 16 of the 18 indicators that have
datacomparableto managed careorgani zationsand
popul ation-based surveys,* VA isthe benchmark
exceeding the best competitor's performance. In

many cases, VA has moved from the comparative
measuretorequiremorestringentindicatorsof care.
For example, evidence shows patients who have
had heart attacks havelessrisk of additional heart
attacks and death if they take beta-blockers. The
Health Plan Employer Data Information Set
(HEDIS) comparativeindicator measureswhether
patients who have had a heart attack have a
prescriptionfor abeta-blocker upondischargefrom
thehospital . VA'sperformanceonthismeasurehas
been in the 90 percent range for several years.
Results of the 18 comparable indicators for FY
2001 are asfollows:

1 VA data are compared with National Committee for Quality Assurance (NCQA) (The State of Managed Care Quality, Industry Trends and Analysis, 2001: patients are all agesin

private managed care programs); Medicare Managed Care Plans (MM CP), CDC sponsored surveys (CDC, Behavioral Risk Factor Surveillance System (BRFSS) survey from

National Center for Chronic Disease Prevention & Health Promotion: telephone survey of states, sample intended to be representative of the population of each state with varying

numbers of states involved in each of the measures); HHS, National Center Health Statistics (NCHS) reports and Healthy People 2010 goals. When non-VA data are not available,

VA compares its current performance to its past trend data.
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MEASURE VAAVERAGE BEST COMPETITOR
Advise smokers to quit at least once in past year 93% 66% NCA
Beta-blocker on discharge after heart attack 94% 9204 MMCP
Breast cancer screening 80% 75% MMCP
Cervical cancer screening 89% 78% NCoA
Cholesterol screening in all patients 88% 699% BRFSS2
Cholesterol measured after heart attack® 89% 76% Neea
Cholesterol less than 130 after heart attack* 71% 57% Neea
Colorectal cancer screening 60% 44% BRFSSS
Diabetes: HgbAlc done past year 93% 849 MMCP
Diabetes: Poor control® (lower number is better) 20% 43% NeoA
Diabetes: Cholesterol (LDLC) measured 91% 849 MMCP
Diabetes: Cholesterol (LDLC) Controlled (<130) 68% 46% NeoA
Diabetes: Eye Exam 66% 68% MMCP
Diabetes: Renal Exam 72% 46% NCQA
Hypertension: BP < 140/90 most recent visit’ 57% 520 NCQA
Immunizations: influenza, patients 65 and older® 73% 75% MMCP
Immunizations: pneumococcal, patients 65 and older® 79% 46% NHIS
Mental Health follow-up within 30 days of inpatient discharge  84% 73% NCA

2 BRFSS scores are median; VHA scores are average

3 VA ongoing annually; NCQA 1st year after attack

4 VA ongoing annually; NCQA 1st year after attack

5 BRFSS scores are median; VHA scores are average

6 DM poor control defined by VHA = 9.5; NCQA > 9.5 values for most recent HgbA1c

7 VA includes all ages; NCQA includes ages 46-85 years

8 This VHA number matches NCQA methodology to exclude high-risk patients less than 65. VHA Network Directors performance measure includes high risk patients and patients
65 or older (68%).

9 VHA includes high-risk patients less than 65 in this number; comparative data indicate even though at high risk, patients under 65 have a lower rate of having the immunization.
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Percent of Patients Who Rate VA Health Care Service as
Very Good or Excellent
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Percent of patientsrating VA health careservice
asvery good or excellent (I npatient/Outpatient)

Whiletheresults of the FY 2001 survey reflect that
9 out of 22 Veterans Integrated Service Networks
(VISNs) met the performance goa for theinpatient
setting, themgjority of V1SNsdid not meet thetarget
of 67 percent. Intheoutpati ent setting, therehasbeen
progressin this past year on Overal Satisfaction at
the VISN level. A little over half of the VISNs
improved their performance on overall quality.

The overall quality measure from the Inpatient
Veterans Satisfaction Survey is a single-item
guestionthat askspatientstoratethequality of care
they received during their most recent hospital
discharge from one of six bed sections (i.e.,
Medicine, Surgery, Psychiatry, Neurology, Spinal
Cord Injury, or Rehabilitation Medicine). For the
Outpatient survey, patients are asked to rate the
quality of carethey receivedintheoutpatient setting
over the past 2 months. Both use afive-point scale
rangingfrom"poor"” to"excellent." When evaluated
using the traditional methodology of including
"good" aswell as"very good" and"excellent,” the
overall satisfactionrateincreasesto 86 percent for
inpatient and 91 percent for outpatient. Analysis
was conducted regarding which Veterans Service
Standard(s) and which questions have the highest
correlations with overall quality. The VSSs that

have strong correlations with the overall quality
rating include patient education/information,
family involvement, preferences, and transitionfor
inpatient and patient education/information for
outpatient. Challengeswithinany oneof theseareas
can adversely impact agiven VISN's performance
in the Overall Satisfaction measure itself.

Percent of Veterans Service Standard (VSS)
problems reported per patient: patient
education, visit coordination, and pharmacy

Percent of Veterans Service Standard (VSS)
Problems Reported Per Patient
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| Patient Education ® Visit Coordination B Pharmacy

VHA achieved and surpassed the planned
performancelevel for the pharmacy component of
this overarching measure of patient satisfaction
whilenearly meeting the patient educationandvisit
coordination components of this measure. It is
important to note that "positive achievement™ is
defined as having alower problem score than the
targetedlevel. Dramatically improved " pharmacy”
satisfaction (compared to FY 1999 score) is
attributed to full implementation of VHA's
Consolidated Mail-Out Pharmacies, which can
minimize the number of trips by patients to the
nearest VAMC or community-based outpatient
clinic (CBOC) for prescription refills through
utilization of VHA'smail-out system. Becausewe
achieved our performance goal for this element,
wewill not maintain it asameasurefor FY 2002.
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The VSS representing patient education/
informationisacomplex enterpriserequiring that
health care entities have the optimal mix of
information technol ogy support, teaching media,
and effective communi catorsthat can best meet the
learning needsof their local patients. Despitethese
challenges, improvement was realized in three of
the seven questions from the 2000 survey results.
The issues needing focused attention within this
V SSinclude ensuring the patient understands 1)
side effects of medications and 2) what to do if
problemsor symptomsre-occur or get worse. Itis
noteworthy that 17 out of 22 VISNs improved
performance on this standard, illustrating the
commitment by VHA to address and improve
patient education/information.

TheV SSrepresenting visit coordinationrelatesto
the communication of test results, follow-up and
referral appointments, and whether or not the
patient was given information on who to contact
for information after the patient's visit. VHA has
achieved a high level of success in coordinating
follow-up and referral appointments, as problem
rates in these areas are remarkably low at only 4
percent. Thisprogressreflectsactiveand effective
interventions within all levels of VHA. Also, the
PUL SE (Patient User Local Survey Evaluator), a
hand-held, touch-screen device that can be used
to gather satisfaction dataat the point of care, was
introduced. As the use of PUL SE increases, VA
medical centerswill havetheability to administer
recurring surveys as often as they choose (for
example, daily). By emphasizing the importance
of overall satisfaction and implementing the
PULSE, VHA expects improvement in overall
patient satisfaction.

Theissuesneeding focused attention within this
V'SS, however, include 1) explaining to patients
when and how test results can be obtained and
2) who to contact with additional questionsafter
the visit.

Root causeanalyses(RCAS) arein correct format
and completed within appropriate time frame

Root cause analysis (RCA) is a process for
identifying thebasic or contributing causal factors
related to harm caused by adverseeventsor "close
calls" involving VA patients. The National Center
for Patient Safety (NCPS) evaluated thetimeliness
of RCAsinFY 2001 tounderstandtheoriginsand
circumstances of safety problemsand to improve
outcomesof patient safety in health carefacilities.

We achieved our planned performancelevel of 95
percent implementation for this measure and
decidedtoreplaceitin FY 2002 with onethat will
measure the success of implementing Bar Code
Medication Administration (BCMA) to continue
to emphasize new methods in assuring patient
safety.

It is important to note that in FY 2001, NCPS
provided all VA medical centers individualized
feedback about the quality of investigations
considering the specificity of the identified root
causesand contributing factors, the strength of the
proposed mitigating actions, and the value of the
devel oped outcome measures. NCPS encourages
this kind of broad focus about analyzing factors
affecting patient safety.

Quality-Access-Satisfaction/Cost VALUE | ndex
and Balanced Scorecard: Quality-Access-
Satisfaction/Cost

For FY 2001, we exceeded our target of 5.8 with
an index score of 6.3. This was an improvement
over theprior year index of 5.4. Thisindex includes
both cost and other domainsof valuesuchasquality,
access, and satisfaction that express meaningful
outcomesfor VA'sresourceinvestments. Unlikea
simple cost measure that can lead to false
impressions of efficiency, the VALUE measure
demonstrates a balanced perspective of cost
efficiency along with desired outcomes. The
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measuresimply portraysthedesired outcomes (as
percentage of goals) that VA achieves with its
budgeted resources by establishing a value
relationship of Quality-Access-Satisfaction to
dollars (QAS/cost).

Vs

Balanced Scorecard: Quality-Access-Satisfaction-Cost

98%  94%

1

FY 01 FY 01
Actual Planned

100% 86% 88% 90%
98 99 00

TheBalanced Scorecard providesaframework for
translating our strategic objectives into
performance measurements driven by key
performancemeasures. Thismeasureusesthesame
componentsused inthe QAS/Cost VALUE Index
but establishes a percent of goal relationship for
cost in the same manner as done for desired
outcomesof Quality, Access, and Satisfaction. All
four components in the scorecard are of equal
weight (each component is25 percent of thetotal).
Progress toward the goal is identified as well as
areas where the goal is exceeded.

Means and Strategies

Chronic Disease Care Index |1 and Prevention
Index |1

Weincluded thecomponentsof thismeasureamong
the set of Network director annual performance
measuresfor FY 2001. These measuresarerolled
up nationally onaquarterly basis, but many VISNs
separately track their own performance on a
monthly basis.

Percent of patientsrating VA health careservice
asvery good or excellent (I npatient/Outpatient)

VHA isincreasing thefrequency of administration
of theinpati ent sati sfaction survey from an annual
cycle to a semi-annual cycle and the outpatient
satisfaction survey from semi-annual to quarterly.
This will provide VA medical centers (VAMCs)
with more frequent monitoring capabilities. The
use of PUL SE will empower direct careproviders
and managers to support improvement more
directly by affording VAMCs the ability to
administer recurring surveys as often as they
choose.

Percent of Veterans Service Standard (VSS)
problemsreported per patient: patient education,
visit coordination, and pharmacy

With the increased frequency of outpatient
satisfaction surveys, VAM Cswill havethe ability
to better support local improvement efforts. The
use of PULSE will also assist in this effort.

Root cause analyses are in correct format and
completed within appropriate time frame

The National Center for Patient Safety (NCPS)
provides ongoing training and assistance to front
line staff, managers, facility directors, and VHA
|eadershipto support efficient compl etion of RCAS.
The NCPS strategy is to actively solicit success
storiesand then devel op theseintoinformation that
can be acted upon, disseminating this advice
through a variety of means such as NCPS'
news etter, Web site, monthly conferencecalls, and
stand-al one PowerPoint presentations. Such efforts
have included:

[1  Project management tool swith specific RCA
tasks and proposed timelines;
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[0 Shared stories on how various teams have
succeeded in completing timely RCAS;

[0 A review and analysis of the 15 top reasons
for requested extensions and NCPS
suggestionsfor addressing these roadbl ocks;

[J Ongoing training through national and
regional locations;

[J  Open forum on monthly national calls to
discuss timeliness issues;

[J Regular briefings to VHA and Network
leadership on patient safety.

Quality-Access-Satisfaction/Cost VALUE I ndex
and Balanced Scorecard: Quality-Access-
Satisfaction/Cost

Because the value index and balanced scorecard
measuresare computationsthat usedatafrom other
measures, the specific meansand strategiesarethe
sameasthoseidentified for the specific components
comprising the Chronic Disease Care Index II;
Prevention Index II; inpatient and outpatient
satisfaction; and waiting times for primary and
specialty care.

Crosscutting Activities

Chronic Disease Care Index |1 and Prevention
Index |1

Although the actual areas measured may be
different, clinical practice guideline development
and indicators and identification of at-risk
popul ations are coordinated with the Department
of Defense (DaD).

Root cause analyses are in correct format and
completed within appropriate time frame

NCPSis considered aleader in patient safety, with
other health caresystemsand countriesemulating our
program and adopting our tools. To reduce the need
for re-work, NCPSactively collaborateswithentities
such asthe Joint Commission for the Accreditation
of Healthcare Organizations (JCAHO), thereby
ensuring that NCPS' programmatic structure and
processes aso meet JCAHO requirements. NCPS
provides leadership in Quality Interagency
Coordination Taskforce(Qul C) activities(suchasthe
recent National Summit on Patient Safety) and has
actively shared activities and information with the
Indtitutefor SafeM edi cation Practices(ISMP), aswell
aswiththeFDA'sCenter for Devicesand Radiologica
Hedth (CDRH).

These collaborations produce secondary
efficiencies through sharing of information, but
probably have not substantively impacted the
timeliness of RCASs. They do, however, providea
powerful method for leveraging individual
activities of NCPS.

Quality-Access-Satisfaction/Cost VALUE I ndex
and Balanced Scorecard: Quality-Access-
Satisfaction/Cost

While VA does not rely exclusively on any other
organization for support of these performance
goals, there are nevertheless a number of
crosscutting activitiesthat impact upon our ability
tofunctioninacost-effectivemanner. For instance,
VA collaborateswiththe Department of Healthand
Human Services (HHS) to develop non-VA
benchmarks for bed days of care, which are
obtained from the Centers for Medicare and
Medicaid Services (CMS) database. In addition,
VA isableto obtain dataon ambul atory procedures
fromtheNational Center for Health Statistics. Since
thisis acomputation of data obtained from other
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performance measures, the crosscutting activities
rel ated to those performance measuresapply tothe
balanced scorecard and value index measures.

Data Source and Validation

Chronic Disease Care Index |1 and Prevention
Index |1

Data is collected using an external contractor
through VHA's External Peer Review Program
(EPRP). Datacollection isaccomplished through
chart abstraction by professionalssuch asregistered
nursesor registered recordsadministratorswho use
specific chart abstraction logic and standardized
definitions.

Datavdidity isensuredthroughanumber of processes
thatinclude: specificorientationand ongoingtraining
for dl abstractors, an inter-rater reliability process,
software aerts that identify out-of-range data (for
example, weight = 550 kg instead of 55 kg), and
satistical andysis of al questions and responsesto
identify potentia 'problem’ questions; thatis, questions
that havelargevariationinresponses. New statistical
methodstoidentify non-random variation have been
developed and presented at national conferences as
state-of-the-art techniques for data validation.

Percent of patientsrating VA health care service
asvery good or excellent (I npatient/Outpatient)
and Percent of Veterans Service Standard (VSS)
problemsreported per patient: patient education,
visit coordination, and pharmacy (usesoutpatient

survey)

Thesemi-annua inpatient VVeteran Satisfaction Survey
isasurvey distributed and analyzed by the Office of
Quality and Performance, Performance Analysis
Center for Excellence(OQP/PACE). Veteransdligible
for survey are those discharged from an acute care
VA medica center to home within a specified time
period. During randomization, duplicateinformation

onanindividual patientisomitted. The semi-annual
(soon-to-be quarterly) outpatient Veterans
Satisfaction Survey isdistributed and analyzed by
OQP/PACE. Currently, veterans are eligible for
survey if they havehad at | east one outpatient visit
to agenera medicine, primary care, or women's
clinic within a specified time period.

OQP/PACE employsaprocessto obtainthelargest
responserate possiblefor inpatient surveysor that
is financially feasible for outpatient surveys.
Veterans selected for survey are sent apre-survey
notification letter explaining the nature and goals
of the upcoming survey. One week later, the first
questionnaireis mailed to everyonein the sample
population. One week after that, a thank you/
reminder postcard is sent to the entire sample
popul ation. Two weeks|ater, asecond copy of the
questionnaire is sent to those veterans who have
not yet responded. Comparisonsof respondentsand
non-respondents on gender, age, race, period of
service, and service connection are evaluated to
determineif thereareany meaningful differences.
If any arefound, cautions are given to the VISNs
when generalizing to any of thegroupsidentified.

Root cause analyses are in correct format and
completed within appropriate time frame

NCPS maintains Access databases that store
information related to RCAs including facility
name, number, RCA number, date of initiating
RCA, date of completion of RCA, extension
requests, extension date, and thetext of the actual
RCA. NCPS staff developed queries of this
database to identify all RCAs meeting the
previoudy stated date parameters. Wheretherewas
any question about thedata, wereviewed theactual
paper copy of the RCAsfor dates, aswell as our
record of electronic mail requests for extensions.
Finally, al data were submitted to the Networks
for confirmation of validity.
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Thisinformation reflects RCAs that were started
onor after January 1, 2001, and completed by July
31, 2001. It alsoreflectsRCAsthat received ahigh
score based upon their severity and probability
rating, and were individual as opposed to
aggregated RCAs. This period for evaluation was
chosen because the process for requesting and
receiving extensions was established and fully
operational by January 1, 2001. July 31, 2001 was
chosen as the cutoff date so that NCPS could
provide performancedatafor FY 2001 inatimely
manner and accomplish the following tasks:
perform analysis, develop reports, disseminate
informationtotheNetworksto confirmtheaccuracy
of the data, and submit final reports.

All datausedinthisperformancemeasurehavebeen
carefully audited. NCPS employed a multi-step
process including a secondary verification of all
information by staff, apaper audit of selected data
elements to confirm information, a face-validity
check by additional staff, and afinal audit by all
Networksof their data. Thesedataserveavaluable
purposeintermsof focusing theteamson atimely
completion of the RCA. It is, however, but one
measure and must be balanced against other
componentsof asuccessful patient safety program.
NCPS emphasizes a broader focus to ensure the
quality of investigations related to the specificity

of the identified root causes and contributing
factors, the strength of the proposed mitigating
actions, and the value of the developed outcome
measures.

Quality-Access-Satisfaction/Cost VALUE I ndex
and Balanced Scorecard: Quality-Access-
Satisfaction/Cost

The sources of datafor the VALUE Index are the
sameasthoseidentified for the specific components
comprising the measures-Chronic Disease Care
Index II; Prevention Index Il; inpatient and
outpatient satisfaction; waiting timesfor primary
care, specialty clinics; and wait times to see a
provider. Thecost element isobligationsper unique
patient in constant dollars.

The VHA balanced scorecard identifies the same
components used in the QAS/cost VALUE but
establishes apercent of goal relationship for cost
in the same manner as done for desired outcomes
of Quality, Access, and Satisfaction. All four
components in the scorecard are of equal weight
(each component is25 percent of thetotal ). Progress
towardthegoal isidentified aswell asareaswhere
the goal is exceeded.

50

Department of Veterans Affairs



Secretary's Priority

Provide accessto primary care appointments and specialty care appointments within 30 days
of desired date, and ensure patients are seen within 20 minutes of their scheduled appointment.

Performance Goals
0 Establish a basdline for the percent of primary care appointments scheduled within 30

days of the desired date.

0 Establish a basdline for the percent of specialist appointments scheduled within 30 days

of the desired date.

0 Increasethe percent of patientswho report being seen within 20 minutes of their
scheduled appointments at VA health carefacilitiesto 73 percent.

Accessand waiting timesare key to enabling VA
toimproveits patients perceptions of the quality
of careandtheir overall satisfaction. In FY 2000,
we established aset of performancegoals, which
werefer to as"30-30-20," concerning the ability
of patientsto scheduleanon-urgent primary care
visit (within 30 days) or a specialty care visit
(within 30 days) and how long they must wait once
they arrive to be seen by a practitioner (20
minutes). Timely serviceensurescareisreceived
when it is needed. Providing care in the manner
most convenient to the veteran enables us to
provide care where it is needed and wanted.

Percent of appointments with primary care
provider within 30 days

Eighty-seven percent of primary careappointments
were scheduled within 30 days of the desired date
in the baseline year of FY 2001. We did this by
continuing to modify our scheduling practices,
hiring and retraining/reassigning clinical staff to
outpatient primary care, opening additional new
community-based outpatient clinics(CBOCs), and
renovating existing facility-based clinic spaceto
provide clinicians with two examination rooms
each, thusimproving patient flow. In addition to
the overall measures outlined above, internally
VHA has additional measures that evaluate

subgroups within these clinic wait times. "next
available" appointment and "new" patient "next
available" appointment. This allows for further
analysis to determine areas where action can be
taken to improve the overall waiting times.

Percent of appointmentswith a specialist within
30 days

Eighty-four percent of specialty careappointments
were scheduled within 30 days of the desired date
in the baseline year of FY 2001. We did this by
continuing toimplement and reap the benefitsfrom
modified appointment scheduling and pre-
appointment patient reminders as ascribed by the
Institute for Healthcare Improvement. Other
process-related improvements included dual
credentialingfor specidistsinprimary carepractice
(especially useful for cardiac, diabetic, high blood
pressure, cancer, and other patients with an
overriding condition that needed to be monitored
by a specialist) and retraining primary care
cliniciansto treat lower level, specific conditions.
This combined approach, along with augmented
and redirected specialty care and other resources,
improved spatia configurationsviarenovation, and
updated equipment will continueto help usachieve
greater efficiencieswithout compromising access
to, or quality of, specialty care.
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Using a weighted averaging methodology, the
average number of daysto obtain an appointment
in the specialty clinics listed below was 39 days
inFY 2001. Thewaitingtimesfor individual clinics
in the fourth quarter, FY 2001, were:

Audiology 30 days
Cardiology 31 days
Optometry/Ophthalmology 58 days
Orthopedics 34 days
Urology 41 days

Percent of patientswho report being seen within
20 minutes of scheduled appointment

s
Percent of Patients Seen within 20 Minutes of Scheduled Appointme
at VA Health Care Facilities
100%
80% 66% 68% 70% 72%  13%
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A VISN-specificanalysisof all 22VISNsindicates
that 10 VISNsmet aninternal target level between
75and 81 percentwhile1 VISN attained 82 percent
or greater. The overall national average was 72
percent ascompared to atarget of 73 percent. This
minor target shortfall does not affect corporate
outcome since the variance from target is well
within one standard deviation of the VISN mean
performance. VISNs continue to explore and
implement ways to provide scheduled
appointmentsin atimely fashion.

Starting in FY 2002, a new methodology for
calculating this percentage will be adopted.

Although the new methodology will at first lower
our overall percentage, it will provideamodel that
is more sensitive to change than the one used
previously. Thisincreased sensitivity, along with
an increase in the frequency of the survey (to
quarterly), will providemedical centerswithamore
accurate reflection of the impact of actions taken
to improve patient satisfaction. The new
methodol ogy appliedtothe FY 2001 survey results
lowers the compliance to 63 percent. This new
baseline number will be used to project
improvementin FY 2002 and beyond. Thismeasure
will remaininthe Network directors performance
contracts in FY 2002.

Means and Strategies

Thefollowing strategieswereimplemented during
FY 2001 to improve access to, and timeliness of,
health care:

[1  Trainedor retrained existing transferabl e staff
from inpatient to outpatient care.

[J  Implemented the Institute for Health Care
Improvement initiatives.

[0 Evaluated, and where appropriate, added
mental health care to existing CBOC:s.
Planning for mental healthisnow addedto all
new CBOC proposals.

[0 Increased the number of contracts for
specialists to provide services to veterans.

[0 Continued infrastructure renovation in
existing facilities to ensure that at least two
exam/treatment rooms are available per
clinician providing care on agiven day.

[J  Continued to develop transplant-sharing
agreements.

[ Continued to provide outpatient medication-
dispensingtechnology in CBOCsand hospital -
based clinics.
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Major Management Challenges

In response to concerns about waiting times, VA
established strategic targets for the time it takes
veteransto get an appointment withaVA provider
(either primary careor speciaty care) andthetime
they spend waiting in a provider's office. As part
of its strategy to reduce waiting times and meet
servicedelivery targets, VA hasenteredinto short-
term contractswith consultantsto help reducethe
backlog of specialty appointments. By improving
waiting times, through process improvements,
physical plant renovations, pharmacy refills by
mail, and other means, VHA will effectively
improve patient sati sfaction and patient perceptions
of the quality of their health care.

Data Source and Validation

In early 2000, software was implemented to
measure the average next-available clinic
appointment time experienced by patientsneeding
an appointment. The software computed theclinic
appointment waiting time by calculating the
number of days between the date a next-available
appointment is requested and the date the
appointmentismade. Thismethod of measurement
is believed to be superior to previous methods
because it measures the actual experience of
patientsrather than projecting what the experience
might be, based on appointment availability. A

revised version of this software was released
January 31, 2001. This version alows a further
measuring of appointment waiting times for new
patientsto primary care. In 2002, VA will explore
mechani smsto quantify thewaiting timesof newly
enrolled patients.

VA is developing new clinic wait time measures
to quantify thewait times of new enrollees. VA is
also developing a new survey to assess the
experiences of new enrollees in requesting
appointments. The data from the new measures,
other VHA wait timemeasures, and thesurvey will
providemoretimely and rel evant datafor decision-
making asit relates to the increase in numbers of
new enrollees. VA is also recommending the
devel opment of standardized entry processfor new
enrollees. Thisprocesswill assistintheautomated
collection of relevant wait timeinformation at the
time that the veteran enrollsin the system.

The source of datafor the 20-minute waiting time
measureisthe semi-annual (soon to be quarterly)
outpatient satisfaction survey. The survey is
distributed and analyzed by the Office of Quality
and Performance, Performance AnalysisCenter for
Excellence(OQP/PACE). Patientsareasked, "How
long after the time when your appointment was
scheduled to begin did you wait to be seen?"
Responsesaretabul ated to establish the percent of
patientswho reported waits of 20 minutesor less.
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Secretary's Priority
Maintain the high level of serviceto insurance policy holdersand their beneficiaries.

Performance Goal
0 Maintain average processing time for insurance disbursements at 3.2 days.

VA met its goal by processing insurance
disbursements in an average of 2.8 days, a
significant improvement over the 3.2 daysin FY
2000. The Philadelphia VA Regional Office and
I nsurance Center was sel ected asthewinner of the
Department'sprestigiousRobert W. Carey Quality
Award in the "Benefits Category" for the second
year in a row. Foremost among the many
accomplishmentsnoted by the judgeswasthat the
Center has developed a special relationship with
their policyholders and is dedicated to constantly
improving service and products.

-
Average Days to Process Insurance Disbursements

4.4
I i‘ i i‘ 2.8 ﬁ
97 98 99 00 ||:01‘ FY 01
Actual  Planned
A program eval uation was conducted to assessthe
effectiveness and efficiency of VA programs that
assist survivors of veterans and servicemembers
whodieof, or have, service-connected disabilities.
The study determined the extent to which
Servicemembers Group Life Insurance (SGL1),
Veterans Group Life Insurance (VGLI), Service-
Disabled Veterans Insurance (S-DV1), Veterans
MortgageL ifelnsurance(VMLI), and Dependency

and Indemnity Compensation (DIC) meet their
statutory intent and expectations of stakeholders.

Thefinal report wasdeliveredto VA inMay 2001.
Thestudy identified key factorsinmeeting program
intent and stakehol der expectations. Study findings
indicatethat several of the expected outcomesare
largely fulfilled but thereareimportant exceptions.
Seventeenrecommendationsweremadeto enhance
these programs. The contractor also provided
suggested outcomes and generic suggestions on
outcome measures.

Means and Strategies

Disbursementsare considered the most important
services provided by the insurance program to
veterans and beneficiaries. The indicator for this
measureisthewei ghted composite processing days
for all threetypes of disbursements: death claims,
loans, and cash surrenders.

We realized a better-than-expected improvement
in average processing days in 2001, due to the
installation of the first phase of the paperless
processing system. When fully implemented, the
paperlessprocessinginitiativewill provideon-line
electronic storage of insurancerecordsand on-line
access to those records by technicians. Over the
last 3 years, we processed over 1.5 million
beneficiary designationsof policyholderswho had
not updated their beneficiariesfor many years. This
large database of imaged beneficiary designations
isallowing usto retire approximately 2.2 million
insurance folders. Because of the need for space
in the Philadel phia Regional Office for a new
pension processi ng center, wehaveaccel erated the
schedule of the mass retirement of insurance
folders. The folder retirement was completed in
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January 2002, almost 2 yearsahead of theoriginal
schedule.

Becauseweareretiring our insurancefoldersahead
of schedule and do not yet have the full imaging
capabilities completed, we are using a hybrid
system for disbursements consisting of imaged
documents associated with temporary insurance
folders. Thistemporary system actually provided
faster disbursement processing than what we
expected. When we move away from the hybrid
systemtothe paperlessprocessing system, wewill
experience clerical and payroll savings.

The insurance program has undertaken various
actionstoimprovethetimelinessof disbursements
including special post officeboxes, improvements
in how we process returned mail, and the
elimination of data processing delays. We will
install thefull paperlessprocessing systemin 2003
throughout the insurance program. The imaging
capabilitiesfromthat initiativewill reducethetime
required for processing disbursements and other
services.

Following are accomplishments and initiatives
achieved in FY 2001:

[0 American Customer Satisfaction Index
(ACSI): ACSI isauniform and independent
measure of consumption experience. The
index trackstrendsin customer satisfactionand
providesinsghtsinto benchmarking activities.
Theindex is produced through a partnership
of the University of Michigan Business
School, the American Society for Quality, and
theinternational consultingfirm, CFl Group.
This partnership surveyed recipients of
insurance death claims using a methodol ogy
that allowsfor direct comparisonswith other
organizations and types of businesses. The
result was an ACSI rating for VA insurance
of 90 on a scale of 100, one of the highest
scores ever recorded. By comparison, the

governmentwide average is 71, and the life
insurance industry averageis 75.

VGLI Premium Rate Reduction: Aspart of a
continuing efforttomakeVGL I premiumsmore
competitive, VA reduced VGLI premiums for
approximately 70 percent of its policyholders
effective July 9, 2001. This is the second
reductionof VGLI premiumratesover thelast
2 years. These rate reductions save veterans
about $35 million per year in premium costs.

SGLI Family Coverage: The Veterans
Survivor BenefitsImprovementsAct of 2001,
Public Law 107-14, extends SGL| coverage
to spouses and children of membersinsured
under the SGL | program. Thisincludes both
active service and ready reserves. The
maximum amount of coverage available for
spouses is $100,000 or the amount of the
servicemember's SGLI, whichever isless. A
member may elect toinsure hisor her spouse
for amountslessthan $100,000inincrements
of $10,000. Premiums are age-based. All
childrenwill receive coverage of $10,000 for
free.

SGLI Coverage Increased to $250,000: The
VeteransBenefitsand Hedlth Carel mprovement
Actof 2000, PublicLaw 106-419, increasedthe
maximum amount of SGL I coverage available
to $250,000, effective April 1, 2001. All SGLI
policies were automatically increased to
$250,000 on thisdate. Individuals may elect to
reduce coverage in multiples of $10,000 on or
after April 1, 2001. There is no cost to the
Government for this increased coverage. The
coverageincrease, for thosewhohadtheprevious
maximum of $200,000, wasmaderetroactiveto
October 1, 2000, for servicememberswho died
while on duty.

Capping of S-DVI Term Premiums: The
VeteransBenefitsand Hedlth Carel mprovement
Act of 2000 also dlowed for the capping of S-
DVI term premiums effective November 1,
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2000. Term insurance premiumsincrease
each timeapolicy isrenewed; however, with
the passage of thislaw, premiums are frozen
at thefirst renewal after theinsuredreaches
age 70 and remain frozen thereafter. The
additional annual subsidiesrequiredtocap S-
DVI term premiumsat the age 70 rate will be
approximately $500,000 in thefirst full year,
with a 5-year total of $2.8 million.

Beneficiary & Option (B&O) Mailing: In FY
2001, thelnsuranceservicecompleted a3-year
massmailing, sending virtually every insured
anew beneficiary designation. In total, our
B& O unit has imaged over 1.6 million
designations, laying the foundation for our
paperless office and preparing the way for
retirement of all insurancefoldersby imaging
applications and various other documents.

Outreach Efforts: Insurance is targeting
additional outreach efforts to all separating
servicemembers, especially severely disabled
veterans. These efforts are designed to assist
veterans in making an educated choice
regarding their life insurance needs. Our
outreach to severely disabled veterans began
due to findings that this group underutilized

insurance benefits. For these veterans, our
efforts include personal letters, phone calls,

and an expedited application process. VA
hopes that these efforts will ensure the
retention of avaluable benefit for those most
inneed and alsoraiseall veterans awareness
of their earned insurance benefits.

Data Source and Validation

Processing time begins when the veteran's or
beneficiary'sapplication or request isreceived and
endswhenthelnternal Controls Staff approvesthe
disbursement. Average processing days are a
weighted composite for all three types of
disbursements, based on the number of end
productsand timelinessfor each category. Dataon
processing timeiscollected and stored through the
statistical quality control (SQC) program and the
Distribution of Operational Resources (DOOR)
system. The Insurance Service is charged with
periodically evaluating the SQC program to
determineif itisbeing properly implemented. The
composite weighted average processing days
measureiscal culated by thelnsurance Serviceand
Is subject to periodic reviews.
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Ensurethe burial needs of veterans and their eligible family members are met.

Performance Goals
O Increase the percent of veterans served by a burial option in a national or state veterans
cemetery within areasonable distance (75 miles) of their residenceto 75.8 percent by 2001.
O Increase the percent of respondents who rate the quality of service provided by the national

cemeteries as excellent to 90 percent by 2001.

VA did not meet the FY 2001 performancegoal to
serve 75.8 percent of veteranswith aburial option
withinareasonabledistanceof their residence. This
performance goal was established prior to the
availability of the new VetPop2000 datareleased
inApril 2001. If thedatamodel usedto project the
veteran popul ation had not changed duringtheyear,
VA would have met its goal .

Percent of Veterans Served by a Burial Option within a Reasonab
Distance (75 miles) of their Residence
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Satisfaction with the quality of service provided
by national cemeteriesremained at ahighlevel in
FY 2001. Cemetery servicegoalsaresetinkeeping
with the high expectations of all who visit.

VA provides interment of veterans and eligible
family members upon demand. From FY 1997 to
FY 2001, annual intermentsincreased 16 percent,
from 73,007 to 84,822. With the aging of World
War |1 and Korean Conflict-era veterans, veteran

deathsareincreasing each year. Based onthe 1990
census, the annual number of veteran deathsis
expected to peak at 687,000intheyear 2006 before
beginning a gradual decline. This progressive
increaseinveteran deathsresultsinacorresponding
increase in the number of interments in national
cemeteries.

According to National Cemetery Administration
(NCA) data from recent years, about 80 percent
of personsinterredin national cemeteriesresided
within 75 milesof thecemetery at thetimeof death.
As the annual number of interments and total
gravesitesused increases, cemeteriesdepl etetheir
inventory of spaceand arenolonger ableto accept
full-casketed or cremated remains of first family
members. Asaresult, veteransmay |osereasonable
accessto a VA buria option.

-

Percent of Respondents Who Rate the Quality of Service Provided b
National Cemeteries as Excellent
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92% 90%
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Attheend of FY 2001, of the 119 existing national
cemeteries, only 60 contai ned available, unassigned
gravesites for the burial of both casketed and
cremated remains; 26 accepted only cremated
remains and remains of family members for
interment in the same gravesite as a previously
deceased family member; and 33 performed only
intermentsof family membersinthesamegravesite
as apreviously deceased family member.

Annual Interments

1997 1998 1999 2000 2001
73,007 76,718 77,680 82,717 84,822

Means and Strategies

In FY 2001, to meet the burial needs of veterans,
VA continued planning for the devel opment of new
national cemeteries, completed construction
projects to make additional gravesites or
columbariaavailablefor burials, and acquired land
to continue burial options at existing national
cemeteries.

VA continued to make progressinthedevel opment
of new national cemeteriesto serveveteransinthe
areas of Atlanta, Georgia; Detroit, Michigan;
Miami, Florida; Oklahoma City, Oklahoma;
Pittsburgh, Pennsylvania; and Sacramento,
Cdlifornia. TheselocationswereidentifiedinaMay
2000 report to Congress asthe areas most in need
of anew national cemetery, based on demographic
studies. When open, these 6 cemeterieswill provide
aburial option to over 2 million veteranswho are
not currently served within areasonable distance
of their residence.

During FY 2001, VA accepted a land donation to
develop a national cemetery near Atlanta, Georgia,
a location identified in the above-referenced May
2000 report to Congress. When completed, the

national cemetery will provide a burial option
within 75 miles of the residence of over 400,000
veterans in the Atlanta metropolitan area. By
receiving the donated land, America's taxpayers
have been saved the costs of land purchase. In
addition, Georgia's veterans have benefited from
a reduced timetable for development of a new
national cemetery.

Infall 2001, operationsbegan at Fort Sill National
Cemetery, near Oklahoma City, when the initial
"fast track” development was completed. A "fast
track" isasmall-scale devel opment that provides
veterans with burial space nearly 2 years before
cemetery construction is completed. This alows
familiestointer loved onesinthenational cemetery
without waiting for final completion of
construction. This first burial area will provide
1,100 gravesites. A temporary committal shelter,
accessroads, and aflagpole arein place. Fort Sill
National Cemetery will provide a burial option
within 75milesof theresidenceof 166,000 veterans
in the Oklahoma City area.

TheVeteransMillennium Health Careand Benefits
Act, Public Law 106-117, directs VA to contract
for anindependent demographic study toidentify:
(1) those areas of the country where veteranswill
not have reasonable accessto aburial optionina
national or state veterans cemetery; and (2) the
number of additional cemeteriesrequired to meet
veterans burial needsthrough 2020. The study is
now in process and the contractor's report will be
provided in the spring of 2002.

VA monitorsgravesite usageand projectsgravesite
depletion dates at open national cemeteries that
have land for future development. As those
cemeteriesapproachther gravesitedepl etion dates,
VA ensures that construction to make additional
gravesites or columbaria available for burialsis
completed. InFY 2001, VA completed construction
projectsto extend burial operationsat six national
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cemeteries. For example, at theNational Memorid
Cemetery of Arizona, we completed aproject that
developed 14,000 full casket gravesitesand 18,000
cremation burial sites. A 2,500-unit columbarium
wascompleted at Calverton National Cemetery in
New York. A construction project at Fort Logan
National Cemetery in Denver, Colorado, included
site preparation and placement of 2,500 double
depth precast concrete buria vaults.

Appropriate land acquisition is a key component
to providing continued accessibility to burial
options. InFY 2001, VA acquired land to continue
operations at Culpeper and Roseburg National
Cemeteries. Wewill continueto identify national
cemeteries that are expected to close due to
depletion of grave space and determine the
feasibility of extending the service life of those
cemeteriesby acquiring adjacent or contiguousland
or by constructing columbaria. These actions,
which depend on such factors as the availability
of suitable land and the cost of construction, are
not possible in every case. Efforts to acquire
additional land are currently underway at eight
national cemeteries.

TheDepartment'sgoal isto makesuretheNation's
veterans and their families are satisfied with the
quality of service provided by national cemeteries.
VA strivesto provide high-quality, courteous, and
responsiveservice. Veteransandtheir familieshave
described national cemetery staff as "helpful,
patient and understanding.” In oneof many letters
of appreciation VA received in FY 2001, afamily
member observed that "a military funeral should
beafirst-classoperation, conducted with dignity"
and that the "cemetery staff provided such an
atmosphere." Another family member commented
that the service provided by one of VA's national
cemeteries "made us proud that our country
extended this kind of consideration."

To further enhance access to information and
improveservicetoveteransandtheir families, NCA
installs kiosk information centers at national and
stateveteranscemeteriestoassist visitorsinfinding
exact gravesitelocations. In addition to providing
the visitor with a map for use in locating the
gravesite, the kiosk information center provides
general information such asthe cemetery'sburial
schedule, cemetery history, buria eligibility, and
factsabout NCA. By theend of FY 2001, VA had
installed 33 kiosks at national and state veterans
cemeteries.

In order to accommodate and better serve our
customers, wehavedevel oped threehub cemeteries
to provide weekend scheduling of the interment
in a national cemetery for a specific time in the
ensuing week. Each hub cemetery provides this
weekend serviceto familiesand funeral directors
within its geographic area.

Veterans and their families have indicated that they
need to know the interment schedule as soon as
possibleinorder tofinalizenecessary arrangements.
The amount of time it takes to mark the grave after
an interment is also extremely important to the
decedent's family members. To meet these
expectations, VA strives to schedule committal
servicesat national cemeterieswithin 2 hoursof the
request and set headstones and markers at national
cemeteries within 60 days of the interment.

During FY 2001, VA national cemeteriesbecame
the final resting places for victims of terrorist
attacks. Three U.S.S. Cole creawvmembers, killed
during aterrorist attack in Yemen, were buried in
VA national cemeteries, with military funeral
honors provided by the Department of Defense.
Four victimsof the September 11" terrorist attack
on the World Trade Center were interred in VA
national cemeteries.
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Sergeant William T. Carroll, Jr., was interred at
Dallas-Fort Worth National Cemetery during FY
2001. Sergeant Carroll was killed in action in
December 1944, while serving as a crewmember
aboard a B-24 Liberator bomber. He and eight
crewmembers were missing until 1997, when a
French farmer found the airplane wreckage in a
densely wooded area. After apositiveidentification
of Carroll's remains by the Army's Central
| dentification Laboratory inHonolulu, Hawaii, the
family decided on burial at the Dallas-Fort Worth
National Cemetery.

Ohio Western Reserve National Cemetery interred
theremainsof U.S. Marine CorpsCorporal Thomas
A. Gopp, who had been missing in action in
Vietnam since August 3, 1967. The U.S. Marine
Corpsconducted military funeral honorsat aservice
attended by family members, friends, and members
of various veterans organizations.

Gulf War Veteran Marlon F. Morales, a Metro
Transit Police Officer, was interred at Quantico
National Cemetery. Officer Moraleswaskilled June
13when hetried to stop aMetro fare evader at the
U Street-Cardozo Metrorail StationinWashington,
D.C. The Metro Transit Police provided military
funeral honors at the service, which was attended
by several hundred peopl eincluding policeofficers;
Metro transit employees; the Honorable Anthony
Williams, Mayor of Washington, D.C.; the
Honorable Louis Freeh, Director of the FBI; and
other government representatives.

To ascertain how customers and stakeholders
perceivethequality of serviceprovided by national
cemeteries, VA annually seeks feedback through
surveysandfocusgroups. Thisinformationisused
to determine expectations for service delivery as
well as specific improvement opportunities and
training needs. For FY 2001, VA developed a
nationwidemail-out customer satisfaction survey.
The new survey is an improvement over the

previous data collection instrument in that it
provides statistically valid performance
information at thenational and regional (Memoria
ServiceNetwork) levels, and at the cemetery level
for cemeteries having at least 400 interments per
year. The information gathered will be used in
NCA'’s strategic planning process to develop
additional strategies for improvement. VA will
continue to conduct focus groups to collect data
on stakeholder expectations and their level of
satisfactionwiththequality of serviceprovided by
the national cemeteries.

External Factors

Through the State Cemetery Grants Program, VA
hasestablished partnershipswith statesto provide
veterans and their eligible family members with
buria options. Itisdifficultto project futureactivity
for this program because requests for grants are
generated fromindividual states. A state must enact
legislationto commit funding to aproject that will
serveaclearly defined population and require state
fundsfor operationsand maintenancein perpetuity.

Crosscutting Activities

NCA administers the State Cemetery Grants
Program (SCGP), which provides grantsto states
of up to 100 percent of the cost of establishing,
expanding, or improving veterans' cemeteries,
including the acquisition of initial operating
equipment. To date, 47 state veterans cemeteries
have been established, expanded, or improved
through the SCGP. In FY 2001, state veterans
cemeteriesperformed over 15,000 interments, and
new grants were obligated to establish or expand
state veterans cemeteriesin 4 states.

Fivenew stateveteranscemeterieswere opened at
Agawam, Massachusetts, Augusta, Maine; Little
Rock, Arkansas; Miles City, Montana; and
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Northern Wisconsinin FY 2001. Thesecemeteries
provideserviceto over 250,000 veteransand their
familiesnot previously served within areasonable
distanceof their residence. Thenew stateveterans
cemetery in LittleRock offsetstheclosureof Little
Rock National Cemetery. Opening thisnew state
veterans cemetery will enable over 110,000
veteransto continueto haveaccesstoaburial option
within areasonable distance of their residence.

Inthefall of 2001, NCA and the State of Missouri
co-sponsored the first national conference for
directors of state veterans cemeteries. The
conference provided the directors with the latest
information on best practicesin operating federal
veterans cemeteries and afforded directors the
opportunity to share information and build
networksthat will resultinbetter serviceto veterans
and their families.

VA continued to work closely with components of
DoD and veterans service organizations (V SOs)
to provide military funeral honors at national
cemeteries. While VA does not provide military
funeral honors, national cemeteries facilitate the
provision of these honors and provide logistical
support to military funeral honorsteams. Veterans
and their families have indicated that providing
thesehonorsfor the deceased veteranisimportant
to them.

VA continued to work with funeral homes and
V SOs to find new ways to increase awareness of
benefits and services. Funeral directorsand VSO
members participated in focus groups to identify
not only what information they need but also the
best way to ensure they receive it.

Data Source and Validation
NCA determinesthe percent of veteransserved by

existing national and state veterans cemeteries
within areasonabl e distance of their residence by

analyzing census data on the veteran population.
Arlington National Cemetery, operated by the
Department of the Army, and Andrew Johnson
National Cemetery and Andersonville National
Cemetery, operated by the Department of the
Interior, are included in this analysis. Since FY
2000, actual performance and the target levels of
performance have been based on the new
VetPop2000 model devel oped by the VA Office of
the Actuary. VetPop2000 is the authoritative VA
estimate and projection of the number and
characteristicsof veterans. Itisthefirst revision of
official estimatesand projectionssince 1993. The
new VetPop2000 methodology resulted in
significant changesin the nationwide estimateand
projection of thedemographic characteristicsof the
veteran population. These changes affected the
separate county veteran populations from which
NCA determinesthepercentage of veteransserved.
Projected openingsof new national or stateveterans
cemeteriesand changesintheserviceddivery status
of existing cemeteriesarea so considered. Multiple
counts of the same veteran popul ation are avoided
in cases of service-area overlap.

In 1999, VA's Office of Inspector General
performed an audit assessing the accuracy of data
used to measure the percent of veterans served by
theexistenceof aburial optionwithinareasonable
distanceof placeof residence. Audit resultsshowed
that NCA personnel generally made sound
decisionsand accuratecal culationsin determining
the percent of veterans served by a buria option.
Althoughinconsistenciesin NCA'sestimateof the
percent of theveteran population served by aburial
optionwereidentified, they did not haveamaterial
impact, and no formal recommendations were
made. VA hasaddressed theseinconsistencies, and
the adjustmentsareincluded in the data contained
in this report.

FromFY 1996 through FY 2000, thesourceof data
used to measurethe quality of service provided by
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national cemeterieswastheNCA Visitor Comment
Card. For FY 2001 and subsequent years, NCA has
developed a new customer satisfaction survey
process. The annual survey is done viamail; the
dataarecollected fromfamily membersand funeral
directors who recently received services from a
national cemetery. To ensure sensitivity to the
grieving process, NCA allows a minimum of 3
months after an interment before including a
respondent inthe samplepopulation. Themeasure
for quality of serviceisthe percent of respondents
who agreethat thequality of servicereceived from
cemetery staff is excellent.

VA Central Officestaff overseesthedatacollection
processand providesan annual report at thenational

level. Regional and cemetery level reports are
provided for NCA management's use. The
nationwide mail-out survey provides statistically
valid performanceinformation at the national and
regional levels and at the cemetery level (for
cemeterieshaving at least 400 intermentsper year).

A data collection instrument, using modern
information technology, has been developed to
measure the timeliness of marking graves at
national cemeteries. NCA is currently collecting
baseline data and validating the accuracy and
integrity of thedatacollected. Whenthisreviewis
complete, a new performance measure will be
established and included in the Department's
performance plan.
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Contribute to the public health, emergency preparedness,
socioeconomic well being and history of the Nation

Secretary's Priorities:

0 Focusmedical research on military associated issues, particularly
rehabilitation, spinal cord injury/paralysis, and biomedical concerns.

O Improvethe Nation'sresponsein the event of a National emergency or
natural disaster by providing timely and effective contingency medical

support.

0 Ensurethat national cemeteriesare maintained as national shrines
dedicated to preserving our Nation's history, nurturing patriotism, and
honoring the service and sacrifice veter ans have made.

VA supports the public health of the Nation as a
whole by conducting medical research, offering
medical education and training, and serving as a
resource in the event of a national emergency or
natural disaster. VA supports the socioeconomic
well being of the Nation through the provision of
education, vocational rehabilitation, and homeloan
programs. VA preservesthe memory and sense of
patriotism of the Nation by maintaining our national
cemeteriesasnational shrines, and hosting patriotic
and commemorative events.

Twokey performancemeasuresenableusto gauge
progress toward achieving this strategic goal:

1 Indtitutional Review Board (IRB) compliance
with National Committee for Quality
Assuranceaccreditation and maintenance, as
appropriate, of Association for the
Assessment and A ccreditation of Laboratory
Animal Care (AAALAC) or Nuclear
Regulatory Commission (NRC) accreditation
or certification

[1 Appearance of national cemeteries
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Focus medical research on military associated issues, particularly rehabilitation, spinal cord
injury/paralysis, and biomedical concerns.

Performance Goal
0 Perform at 33 percent compliance of the I nstitutional Review Board (I RB) with National
Committee for Quality Assurance (NCQA) accreditation and maintenance, as appropriate,
of Assaciation for the Assessment and Accreditation of Laboratory Animal Care
(AAALAC) or Nuclear Regulatory Commission (NRC) accreditation or certification.

Under the direction of the Office of Research and
Development (ORD), VA's research portfolio of
morethan 2,400 projectshasresulted in numerous
discoveriesthat haveimproved thequality of health
carefor veteransandthe Americanpublic. Virtualy
all VA research projectsaredirected toward health
conditionsrelevant totheveteran popul ation. While
all VA research is relevant to veterans, the
Designated Research Areas are of particular
importance to VHA's veteran patient population.
The Designated Research Areas include aging,
chronic disease, mental illness, substance abuse,
sensory loss, trauma-rel atedilIness, health systems,
specia populations, and military occupations/
environmental exposures.

Two new Centers of Excellence were established
to develop new therapiesfor veteranswith spinal
cord injury. The Center at the Bronx VAMC will
explore the use of pharmaceuticals to treat the
secondary disabilitiesof spina cordinjury, andthe
Center at the Miami VAMC will study pain
management, recovery of motor and sensory
function, and other i ssuesimportant to spinal cord
injury patients.

TheFY 2001 goal for NCQA accreditation of VA
Human Subjects Protection Programs was not
achieved. Two test site visits were made in the
second quarter, four full-scalepilot sitevisitswere
completedinthethird quarter, and oneaccreditation
sitevisit was conducted in the fourth quarter. The
final accreditation decision from that visit is
pending.

The implementation of the NCQA accreditation
process for VHA research programs was delayed
duetoadelayinacontractaward. Inaddition, once
standards were being developed with NCQA, the
Institute of Medicine became aware of this initiative
and asked if VHA would collaborate to develop
national standards for accreditation that could be
used for all research programs across the nation
(not just within VHA). This additional component
further delayed the first accreditation surveys.

Number of Projects
Designated Research Area Conducted in 2001
Aging 470
Chronic Disease 1,538
Mental 1lIness 169
Substance Abuse 146
Sensory Loss 74
Trauma-Related 1lIness 199
Health Systems 218
Special Populations 104
Military Occupations and
Environmental Exposures 137
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All 80 Veterinary Medical Units within the VA
Research Program areaccredited by the AAALAC
(100 percent of goal).

NRC licensure is required for all facilities that
utilize radioactive materials and/or radiation-
producing devicesfor research or clinical purposes.
Oversight of these licensing activities is the
responsibility of VA's National Health Physics
Program (NHPP), a component of the Office of
Patient Care Services. All VA facilities requiring
licensure are appropriately licensed by the NRC
(100 percent of goal).

Since all standards are now developed and
accreditation surveys are underway, we expect to
meet the performance goal in 2002.

Means and Strategies

VA complies with federal regulations that have
established a system in which responsibility for
protecting human subjectsisass gnedtothreeseparate
groups. First, investigators are responsible for
conducting researchin accordance with regul ations.
Second, ingtitutionsmaintain oversight mechanisms,
including local committees known as Institutional
Review Boards (IRBS). IRBs are responsible for
reviewing both research proposals and ongoing
research. Third, agencieslike VA areresponsiblefor
ensuring that their IRBs comply with applicable
regul ationsandthat they providesufficient spaceand
staff to accomplish their obligations.

The Department requires that each VA medical
center (VAMC) engaged in research with human
subjectsestablishitsown | RB or securetheservices
of another IRB at an affiliated university. ORD
establishes the policies that promote the ethical
conduct of research and manages the NCQA
contract. The Office of Research Compliance and
Assurance (ORCA) managesmattersrelatingtothe
effectivenessof research protections, promotion of

theethical conduct of research, andtheinvestigation
of allegations of research impropriety.

WithinVHA, Veteransintegrated Service Networks
(VISNs) must demonstrate full compliance with
appropriate regulations in the following ways:

[0  Quarterly report re-accreditationreviews. Each
VISN director isrequired to submit aquarterly
report listing appropriate accreditation
agenciesfor theNetwork'sresearch programs,
including datesof suchreview and conclusions
of those reviews.

[0 NCQA reviews. VISN directors are also
required to report whether the Network is
scheduled for an NCQA review and supply the
dates of such review aswell.

[0 Network director performance measures. Part
of each Network director'sannua performance
evaluation is based on the completion or
outcome of various research compliance
measures. This includes information about
attainment of all necessary full accreditation
and clearly defined plans for any new
accreditation.

External Factors

Severd externd factorscreated difficultiesthat resulted
in nonachievement of this performance measure.
Three factors impeded full implementation of the
Human SubjectsProtection PrograminFY 2001. An
unsuccessful bidder protested theinitial award of the
accreditation contract to NCQA. The protest was
resolved in VA's favor but delayed implementation
of thecontract for morethan 3months. Secondly, VA
was asked by the Office of Human Research
Protections (OHRP) of the Department of Health
and Human Services (HHS) to assist the Institute
of Medicine(IOM) indevel oping recommendations
for a single set of national standards for
accreditation of human subjects’ protections. This
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required a modification of VA's contract with
NCQA and aso diverted some NCQA services
(HHS) to complete this task. IOM ultimately
endorsed the standards developed by NCQA for
VA as the best available for developing national
standards for both Federal and private sector
ingtitutions. Availability of asingleset of national
standardswill greatly facilitate accreditation of VA
human subjectsprotection programsinthesizeable
minority of cases(approximately 40 percent) where
the program is shared between a VA facility and
an affiliated academic institution, thereby saving
time and expense for VA. Finally, a very large
number of comments and suggestions for
enhancement of the standards were received in
response to public posting of NCQA's draft
standardsinthesecond quarter. The VA committee
overseeing the development of the standards
(composed of representatives from the Office of
Research and Development, Office of Research
Compliance and Assurances (ORCA), and the
Ethics Office) decided that a careful and detailed
revisionof thestandardsat thefront end would save
time in the long run by reducing the need for
revisions during the course of the accreditation
program. Thisrevision was completed during the
third quarter and early fourth quarter, permitting
initiation of accreditation visitslate in the fourth
quarter.

Crosscutting Activities

VA researchisconducted subject totheregulations
of many other Federal agenciesaswell asVA'sown
internal regulations. For example, human studies
funded by pharmaceutical companies and
conducted at VA facilitiesin support of anew drug
or deviceapplication are subject to Food and Drug
Administration (FDA) regulations and oversight;
studiesfunded by the National Institutesof Health
(NIH) and conducted in VA facilities are subject
to Department of Health and Human Services
regulations and oversight.

VHA hasissued acontract for external accreditation
of human subjects programs to the NCQA, an
independent, not-for-profit accrediting organi zation
thatisnationally renownedfor itsobjectiveeva uaions
of hedlth care organizations.

Within VHA, ORD isresponsiblefor devel oping
human studies policy in coordination with other
federal research regulatory agencies. ORCA is
responsible for enforcement activities with other
federal research regul atory agencies, includingthe
Food and Drug Administration and theHHS Office
of Human Research Protections. As an example,
the FDA has recognized the need to revise its
reporting proceduresfor seriousadverseeventsand
hasinvolved ORCA inthedevel opment of aclearer
set of procedures and guidelines. Also, ORCA
officials have met with their counterpartsin these
agenciesand areworking collaboratively todevel op
educationd initiativesfor investigatorsandresearch
administratorsin the field.

Data Source and Validation

Each VISN director is required to submit a
quarterly report listing appropriate accreditation
agencies for the Network's research programs,
including dates of such review and conclusions
of those reviews. Also, network director
performance evaluations include measures
related to attaining appropriate accreditations.
These accreditations are subject to verification
of their validities with the accrediting agency.
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O Improvethe Nation'sresponsein the event of a National emergency or natural disaster by
providing timely and effective contingency medical support.

After theterrorist attackson September 11, 2001,
VA responded on two levels — in support of the
Federal Response Plan (FRP) and at VA Central
Office, in support of National Continuity of
Government and Continuity of Operations
requirements.

Immediately following the second aircraft crash
into the World Trade Center, VA's Continuity of
OperationsPlan (COOP) wasactivated. Alternate
sites, serving as command centers, were
operational and key personnel were deployed
within afew hours.

VA Central Office ensured continuity of
operationsnationwide, whileVeterans| ntegrated
ServiceNetworks(VISNs), headquarteredinthe
Bronx and Baltimore, activated command centers.
Personnel from VISN 4, in Pennsylvania,
supported the response following the downed
aircraftinthat state. Under the FRP, VA deployed
critical careburnnursesto Cornell Medical Center
Burn Unit and the Washington Hospital Center
Burn Unit.

In New York, VA deployed staff and shared
inventory with other emergency health care
facilities. VA facilitiesinNew York provided much
needed supplies to emergency workers and the
National Guard to help them carry out their jobs
in the immediate aftermath. VA aso provided
support to make certain that emergency
pharmaceuticals and medical supplies were
deliveredtoNew York City insupport of therescue
operations. VA continues to provide medical
support to the approximately 3,000 members of
the National Guard still providing security tothe

city and its infrastructure. Since the tragedy, VA
outreach teams have staffed family and victim
assistance centers around the city and in New
Jersey. TheNetwork mental healthteamisprepared
to support the continued emotional needstheevent
will generate in the months ahead.

On the Saturday following the attacks, staff from
VA's National Center for PTSD assisted DoD in
its relief efforts at the Pentagon. They provided
education for counselors and debriefing and
psychoeducational support for relief staff that
included Red Cross personnel and DoD Casualty
Assistance Officers. They created a Debriefing
Facilitators Manual, a computerized self-
assessment for the Army Community Support
Center staff, and an evaluation questionnaire.

TheDepartment'sresponsewasnot limitedtoVHA
resources. The Veterans Benefits Administration
(VBA) andtheNational Cemetery Administration
(NCA) actively assisted victimsand their families
intheaftermath. The VA regional offices(VAROS)
in New York and Washington provided support at
the New York City Family Assistance Center and
DoD's Family Assistance Center.

In order to expedite claims related to the attack,
processing for these claimswas centralized in the
Compensation and Pension Serviceat VA Central
Office. We processed 39 claims for Dependency
and Indemnity Compensation benefits for active
duty deaths. VA hasstreamlined the claimsprocess
as much as possible in an effort to support the
families. Working with DoD, we obtained direct
on-line access to the Defense Eligibility and
Entitlement Records System (DEERS) to obtain
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dataon dependents, allowing usto conduct on-site
claims processing. Claims for Servicemembers
Group Life Insurance (SGLI1) were processed
within 24 hours. Wepaid 88insurancedeathclaims.
We implemented similar procedures for burial
claims and headstone or marker applications.

Within NCA, all VA burials resulting from the
tragedy weretreated as high priority and requests
for weekend burials and extended hours were
honored when necessary. NCA immediately
provided Presidential Memorial Certificatestothe
families of over 75 active-duty personnel or
veterans killed on September 11.

The Department is closely coordinating with the
Homeland Security Council, DoD, the Department
of Health and Human Services, the Centers for
Disease Control and Prevention, the Federal
Emergency Management Agency, and state and
local authoritiesto beinasound positionto respond
to future threats.

Because of the nature of theterrorist attacks, wedid
not have a key performance measure in place
beforehand, but wewill haveonein placeduring 2002.
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Ensurethat national cemeteries are maintained as national shrines dedicated to preserving our
Nation's history, nurturing patriotism, and honoring the service and sacrifice veter ans have
made.

Performance Goal
0 Increasethe percent of respondents who rate national cemetery appear ance as excellent to

88 percent by 2001.

Each national cemetery existsasanational shrine,
a place of honor and memory that provides an
enduring memorial toour Nation'sveterans, aswell
asadignified and respectful setting for their final
resting place. Cemetery appearance goals are set
consistent with the high expectations of veterans
and the general public. The percentage of
respondentswhoratenationa cemetery appearance
asexcellentincreased significantly in FY 2001, and
waswell above our planned performancegoal . For
FY 2001 and subsequent years, NCA developed a
new customer satisfaction survey process. The
measurefor cemetery appearanceisthe percent of
respondentswho agreethat theoverall appearance
of the national cemetery is excellent.

Percent of Respondents Who Rate the Appearance of Nationa
Cemeteries as Excellent

100% 96% 88%

78% 7% 79% 82% H H
97 98 99 00 Fy 01 FY 01

Actual  Planned

Our Nation'sveteranshave earned theappreciation
and respect not only of their friends and families
but also of theentire country. National cemeteries
areenduring testimonialsto that appreciation and
should be places to which veterans and their
familiesaredrawnfor dignified burialsandlasting
memorials. Veterans and their families expect
national cemeteries to have well-maintained
gravesites, buildings, facilities, and headstonesand
monuments. In describing one of VA's national
cemeteries, a World War |1 veteran wrote: "The
markersare straight and well-aligned, thegrassis
neatly trimmed around all markers, flags are now
at all timesflapping in the wind with appropriate
flowerstoenhancethegreengrass. .. asaveteran,
thiscareand management isgreatly appreciated."

Means and Strategies

To ensure the appearance of national cemeteries
meets the standards our Nation expects of its
national shrines, VA performs a wide variety of
grounds management functions. In FY 2001,
headstones were set, aligned, or realigned to
maintai n uniform height and spacing. Headstones
that became soiled were cleaned. In-ground
gravesites (casket and cremain) required
mai ntenanceto prevent and correct ground sinkage.
To preserve columbaria, VA cleaned stains from
stone surfaces, maintained the caulking and
grouting between the units, and repaired the
surrounding walkways. While attending to these
highly visible aspects of our national shrines, VA
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also maintained roads, drives, parking lots, and
walks; painted buildings, fences, and gates; and
repaired roofs, walls, and irrigation and electrical
systems.

Cemetery acresthat have been developedinto burial
areasand other areasthat arenolonger in anatural
state required regular maintenance. In FY 2001,
VA maintained over 6,800 devel oped acresand over
2.4 million graves.

To ascertain how our customers and stakeholders
perceive the appearance of national cemeteries, VA
annually seeks feedback from them through surveys
and focus groups. This information is used to
determine expectations for cemetery appearance
aswell as specific improvement opportunities and
training needs. For FY 2001, VA developed a
nationwide mail-out customer satisfaction survey,
an improvement over the previous data collection
instrument. The information gathered will be used
in the NCA strategic planning process to develop
additional strategies for improvement. VA will
continue to conduct focus groups to collect data
on stakeholder expectations and their level of
satisfaction with the appearance of national
cemeteries.

TheVeteransMillennium Health Careand Benefits
Act, Public Law 106-117, directed VA to contract
for an independent study to look at variousissues
related to theNational Shrine Commitment andits
focuson cemetery appearance. A study isunderway
to identify the onetime repairs needed to ensure a
dignified and respectful setting appropriatefor each
national cemetery. Recommendations to address
deferred maintenanceissuesor preventive stepsto
minimize future maintenance costs will be
identified. The study will also include areport on
the feasibility of establishing standards of
appearance for national cemeteries equal to the
finest cemeteries of the world. Varying
characteristics of cemeteries, such as cemetery

status (open, cremation only, and closed), aswell
asgeographicand climatic conditions, will betaken
into consideration. The contractor'sreport will be
provided in the spring of 2002.

In advance of the completed report, contracts for
National Shrine Commitment projects have been
awarded and are underway at four national
cemeteries: Fort Sam Houston National Cemetery
in Texas; Golden Gate National Cemetery in
California; Long Island National Cemetery in New
York; and Willamette National Cemetery in
Oregon. Over 170,000 headstonesand markerswill
be raised and realigned as well as cleaned where
needed. In addition, at Willamette National
Cemetery, gravesin 24 acres will be completely
renovated.

Numerousceremoniesand memorial serviceswere
heldduring FY 2001 at national cemeteriestohonor
those who made the supreme sacrifice. For
example, approximately 150 people gathered at
Fort Snelling National Cemetery for thededication
of amemorial monumentinmemory of our Nation's
heroeswho served during World War 1. Veterans,
family members, and members of local veterans
service organizations gathered at national
cemeterieson Pearl Harbor Day to honor themore
than 2,400 Americans who gave their lives in
serviceto their country 59 years ago. Thousands
honored America's veterans at ceremonies at
national cemeteriesacrosstheNationfor Memorial
Day 2001. VA, veterans service organi zations, and
other patriotic groups sponsored ceremonies,
supported by volunteersincluding groups of Boy
and Girl Scouts, students, families, community
associations, veterans groups, and individuals. A
monument honoring women veterans was
dedicated at Rock Island National Cemetery. The
Medal of Honor Memoria at Riverside National
Cemetery wasrededicated to honor 26 servicemen
whose Distinguished Service Crosses were
upgraded to Medals of Honor.
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"A Promise Made — A Commitment Kept,"
NCA's new book on Civil War-era national
cemeteries, was published. The new book
highlights VA's59 Civil War-eracemeteriesthat
were accepted in the National Register of
Historic Places. The book describes each of the
cemeteries and highlights features such as
notabl e burials, monumentsand memorials, and
the Civil War history of each cemetery.

External Factors

Maintaining thegrounds, graves, and grave markers
of national cemeteriesasnationa shrinesisinfluenced
by many different factors. Astimegoeshy, cemeteries
experience avariety of environmental changes that
may require extensive maintenance. Extremes in
weather, suchasexcessiverainor drought, canresult
inor exacerbatesunkengraves, sunkenmarkers, soiled
markers, inferior turf cover, and weathering of
columbaria. For example, the 230-pound upright
headstones and the 130-pound flat markers tend to
settle over time and must be raised and realigned
periodically. The frequency of this need varies
depending on soil conditions and climate.

Crosscutting Activities

VA continued its partnerships with various VA and
other federa and civic organizations that provide
volunteers and other participants to assist in
maintaining the appearance of national cemeteries.
For example, an Interagency Agreement with the
Bureau of Prisons provided for the use of selected
prisonersto performwork a national cemeteries. This
agreement provided asupplemental source of labor
to assist in maintaining the national cemeteries.

Under ajoint venturewithVHA, nationa cemeteries
provide therapeutic work opportunities to veterans
receiving treatment in the Compensated Work
Therapy/Veterans Industries (CWT/V1) program.
This program provides veterans the opportunity to

work for pay, regainlost work habits, and learn new
work skillswhileproviding asupplementa work force
forthenational cemeteries. InFY 2001, theCdifornia
Employment Development Department sel ected
RiversdeNationa Cemetery asoneof ninerecipients
for Employer of the Year honors. RiversideNational
Cemetery received the award for the staff's
accomplishmentsinsupport of veterans employment
andtheCompensated Work Therapy Program. While
in the program at Riverside National Cemetery,
veteransreceiveon-the-jobtrainingand somebecome
permanent employeesat thecemetery. Todate, 15 of
the 125 veterans who have gone through the CWT
program at the cemetery were hired as temporary
employees. Riversde National Cemetery currently
employs nine permanent and two temporary
employees who successfully transitioned from the
CWT program. The staff is proud to have the
opportunity to helpmenandwomenwhohaveserved
our Nationdevel optheskillsneededtoreturntogainful
employment.

Data Source and Validation

From FY 1996 through FY 2000, the source of data
usedtomeasurethegppearanceof national cemeteries
wasthe NCA Vistor Comment Card. For FY 2001
and subsequent years, NCA developed a new
customer sati sfaction survey process. Thenew survey
isanimprovement over the previous datacollection
instrument in that it provides statistically valid
performanceinformation at thenational and regional
(Memorial Service Network) levels and at the
cemetery level (for cemeteries having at least 400
interments per year). The annua survey isdonevia
mail; thedataarecollectedfromfamily membersand
funerd directorswhorecently received servicesfrom
anational cemetery. To ensure sensitivity to the
grievingprocess, NCA dlowsaminimumof 3months
after an interment before including arespondent in
the sample population. The survey information
provides a gauge to assess maintenance conditions
atindividua cemeteriesaswell astheoverall system.
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NCA analyzes the information to ensure that we
addressthoseissuesmostimportant toour customers.
This approach provides data from the customer's
perspective. Thesedataarecritical to devel oping our
objectivesand associ ated measures. VA will continue
to conduct focusgroupsto collect dataon stakehol der
expectations and their level of satisfaction with the
gppearanceof nationa cemeteries. VA Centra Office
staff overseesthedatacollection processand provides
an annual report at the national level. Regiona and
cemetery level reports are provided for NCA
management's use.
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Create an environment that fostersthe delivery of One VA world-class service to veterans
and their familiesthrough effective communication and management of people,
technology, and gover nance.

Secretary's Priority:
O  Apply sound business principles and ensure accountability for performance standards.

VA's enabling goal is different from our four
strategic goals. This goal and its corresponding
objectives represent crosscutting activities that
enableall organizational elementsto carry out the
Department'smission. VA'sfunctionsand activities
focus on improving communication, enhancing
workforce assets and internal processes, and
furthering an integrated Department approach to
providing serviceto veteransandtheir families. As
such, many of thesefunctionsand activitiesarenot
apparent to veterans and their families. However,
these activities are critical to our stakeholders as
well as the managers and employees who
implement VA programs.

Although no key performance measures are
associated withtheenabling goal, thereareawide
variety of activitiesunder thisgoal that will enable
usto provide high-quality serviceto our veterans:
[0 Enhancing accountability for performance

[J Enterprise Architecture

[J Information security program

[0 Program evaluation

[J Budget account restructuring

[J Capital asset management

[J  Making greater use of performance-based
contracts

Enhancing Accountability for
Perfor mance

At the Departmenta level, thefocus hasbeen onthe
development of a planned, systematic approach to
addressVVA'smanagement and performanceagenda,
cons stent withthe President'sM anagement Agenda
to ensuregreater accountability for performance. To
achieve this objective, Department executives
approved the implementation of a new strategic
management process, which established the VA
ExecutiveBoard (VAEB), the Strategic M anagement
Council (SMC), andsix strategic management process
groups that oversee the planning and operations of
VA'smagjor crosscutting management processes. The
VAEB is chaired by the Secretary and includes the
top leadership. The SMC is chaired by the Deputy
Secretary andincludessenior leadership at thedeputy
level. TheVAEB meetsapproximately onceamonth,
andthe SM C meetstwicemonthly. Mgjor policy and
management issues will be vetted in an integrated
Departmental forum through the VAEB and SMC .
These changes will result in a fully integrated
strategic management process, binding strategic
and performance planning, budget formulation,
legislative program development, and program/
budget execution.
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VA continuously strivestoimprovethequality and
delivery of accurate, timely, and courteousservice
to veterans and their families. By fostering an
environment that attracts, retains, and cultivatesa
dedicated workforce of highly skilled employees,
the Department can achievethisgoal. In an effort
to meet this challenge, a departmentwide survey
was conducted to alow employees to voice their
perceptions about their work environment. The
2001 VA Employee Survey resulted in the
completion of 83,393 surveys. Nearly 38 percent
of the employees invested substantial time and
effortinto providing their viewsabout rewardsand
recognition, training and career development,
customer orientation, fairness and treatment of
employees, and quality of worklife. Results are
expected in the spring of 2002.

Through the review of the survey data, VA will
addresstop-priority issuesandidentify creativeand
innovative ways to enhance the workplace and
improve the delivery of high-quality benefits and
services to veterans and their families.

Enterprise Architecture

In FY 2001, the Office of the Chief Information
Officer accomplished the following in its
responsibility for Enterprise Architecture:

[  Establishedthe Officeof the Chief Architect,
whose mission is to develop and implement
an evolutionary high-performance One VA
information technology architecture that (1)
isaligned with VA's program/business goal's
and (2) enables data integration across the
enterprise;

[0 Developed and issued the One VA Enterprise
Architecture(EA) Strategy and |mplementation
Man;

[1  DevelopedanEA Communications/Marketing
Man;

[J  Organized and developed the Information
Technology Board,

[J  Organizedthe EA Working GroupfromVA's
National Information Technology Board
participants;

[J Participated in the OI&T Continuity of
Operations/Continuity of Government
Planning, Command and Control Planning,
and Network Redesign;

[1  Began development of auser's guide for EA
field implementation.

I nfor mation Security Program

The Office of Cyber Security accomplished the
following during FY 2001.:

[1 Developedandissuedarevised VA Information
Security Management Plan. ThePlanidentified
anumber of security enhancement actionsthat
arebeing accel eratedtoimproveenterprise-wide
information security.

[1 Established a central security fund to
consistently pursue departmentwide security
efforts, with emphasison security control sthat
correspond to significant shared risks across
the Department.

(1 Implemented an enterprise-wide, integrated
anti-virus solution that will remove most of
themanual interventionsthat presently plague
rapid distribution of new anti-virus updates
tomorethan 150,000 VA desktopsand servers
at over 800 locations.

[J Launched a major contract to develop a
certification and accreditation program to
bring discipline, formality, and technical
excellence to the security planning activities
of VA officesduring thedesign of systemsand
applications.

74

Department of Veterans Affairs



The Enabling Goal

[0 Provided al VA facilities access to asingle
security incident response service to which
they may report security incidentsand receive
advicerelated to scope, effect, and suggested
remedies.

[J Established national programs in security
training and education of computer
professional staff employing commercial
sources of Web-based study curriculumsand
the satellite bandwidth avail able through the
VA Learning University.

[J  Beganrevamping security policiesinto usable
frameworks.

[1 Developed and submitted to the Office of
Management and Budget the Government
Information Security Reform Act (GISRA)
Report and corrective action plans.

Program Evaluation

During FY 2001, SystemsFlow, assisted by ORC
Macro International, Economic Systems, and Hay
Group, completed acomprehensive eval uation of
the Benefitsfor Survivorsof Vieteranswith Service-
Connected Disabilities. The evaluation, which
involved surveying 5,500 servicemembers,
veterans, and dependents, focused on the outcomes
of the Dependency and Indemnity Compensation
(DIC) program and four insurance programs: the
Servicemembers Group Lifeprogram (SGL1), the
Veterans Group Life Insurance program (VGLI),
ServiceDisabled Lifelnsurance (S-DV1), and the
Veterans' Mortgage Life Insurance program
(VMLI). The2-year, $1.4million study addressed
issues raised in the Veterans Programs
Enhancement Act of 1998, Public Law 105-368,
Section 303, and responded to 24 specificresearch
tasks such as comparing VA and non-VA benefit
programs, analyzing family householdincomeand
expensesbeforeand after aveteran'sdeath, andthe
effect onthesurviving spouseof providing careto

the disabled veteran. The evaluation generally
concluded that the DIC and insurance programs
are meeting the statutory intent of Congress and
the income needs of survivors. Nevertheless, the
evaluation's findings and recommendations
identified the need for several program
enhancements already being planned, as well as
the implementation of the following initiatives:

[1 Raising the SGLI coverage amount to
$250,000;

(1 Providing an optional family coverage plan
for SGLI;

[J  Reducing VGLI premium amounts,

(1 Improving outreach to people eligible for
VMLI coverage, including aspecial outreach
to disabled persons leaving military service.

Budget Account Restructuring

VA and OMB established a joint working group
to identify options for restructuring the
Department's budget accounts. The VA/OMB
working group developed four account
restructuring options. Using the best features of
each of these options, they proposed anew account
structure based onidentifying the costsassociated
with nine VA programs: medical care, research,
compensation, pension, education, housing,
vocational rehabilitation and employment,
insurance, and burial. Medical education, which
previously was identified as a separate program,
will be included as a subset of the medical care
program. We have drafted sample appropriations
language based on the proposed account structure.
OMB isreviewingthelanguagefor appropriateness.
Among the benefits of budget account restructuring
areto:
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[0  morereadily determine program costs;

[  shiftresourcedebatesfrominputsto outcomes
and results;

[ eventually makeresourcedecisionshbased on
programsandtheir resultsrather than on other
factors,

[0 improveplanning, simplify systems, enhance
tracking, and focus on accountability;

[J  prioritizecapita investmentsagainst recurring
expenditures.

InJanuary 2001, we met with staff from the Senate
and House Appropriations Committeesto inform
them of our proposal and to get their feedback on
its utility. They expressed support for the concept
of restructuring and simplifying VA's budget
accounts. So as to be able to use the new budget
account structure in formulating our FY 2004
budget, we will continue to work with our
stakehol dersin addressing specificimplementation
issues associated with this proposal.

ThecoreFinancia and L ogisticsSystem (coreFLS)
will support budget account restructuring. CoreFL S
will replace VA'scoreaccounting system (Financid
Management System) and up to 33 interfacing
applications. CoreFL Swill allow the Department
to better alignitsresourceswith programactivities
and improve automated analytical and
reconciliation tools. As with the new budget
account structure, full implementation of coreFL S
is scheduled for FY 2004.

Capital Asset M anagement

In July 2001, Secretary Principi established a
Department-level capital asset management
function, the Office of Asset Enterprise
Management (OAEM). Capital asset management
is a business strategy that seeks to maximize the

functional and financial value of capital assets
throughwell thought out acquisitions, all ocations,
operations, and dispositions. The OAEM develops
and promul gates capital asset policies; establishes
and analyzes VA's capital asset portfolio;
establishesand coordinatesthe Department’ sfuture
investment strategy; and establishesaperformance
management system to oversee portfolio
performance. Thiscomprehensive, corporate-level
approachto capital asset management helpsensure
VA linksitsasset decisionsclosely to itsstrategic
goals, elevatesawarenessof itsassets, and employs
performance management techniques to monitor
asset performance on aregular basis.

Oneof OAEM'sresponsibilitiesisoverseeing VA's
Enhanced-UseL ease Program. TheEnhanced-Use
Lease Authority authorizes VA to find cost-
effective alternatives to traditional means of
acquiring and managing its facility and capital
holdings. It permits the long-term out-lease of
underutilized VA property to non-VA usersfor uses
compatible with VA programs in return for
obtaining facilities, servicesand/or money for VA
requirementsthat would otherwisebeunavailable
or unaffordable.

Thisprogram hassignificantly reduced coststothe
Department and provided corresponding benefits
to veterans, employees and the local community.
To date, 20 Enhanced-Use |eases have been
awarded and over 150 potential projectshavebeen
studied, with 60 currently in development. These
projects address a broad array of initiatives
including mixed-use development projects,
residential care and temporary lodging facilities,
energy plants, elder care facilities, child
development centers, and parking facilities.

Effective capital asset portfolio and performance
management requires that VA establish a
comprehensive and integrated capital asset
management system (CAMS). Currently, VA has
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several non-integrated separate systems, processes,
and procedures that serve discrete internal
organizational componentstotrack capital assets.
In April 2001, the Strategic M anagement Council
initiated the Capital Asset Management Working
Group, led by the Office of Information and
Technology and the Office of Management, to
recommend a single, unified approach to asset
control throughout the Department. Findingswere
reported to the Information Technology Board on
theanalysisof existing VA systemsand themarket
research of existing and emerging technologies.
This research culminated in live product
demonstrationsof four potential solutionsmeeting
VA requirements. A recommendation and decision
for aCAMS solution is expected in FY 2002.

Making Greater Use of Performance-
based Contracts

Theintent of thismanagement reformisto convert
servicecontractsthat areawarded and administered
using traditional specificationsinto an acquisition
process that utilizes performance-based
contracting. The use of performance-based
contracts permits the Government to receive an
enhanced level of serviceat areductioninoveral
costs. This enhancement occurs as the result of
increasing the flexibility of the contractor to
perform the work, while reducing the
administrative costs of operating such contracts.

VA has made progress in terms of converting
existing and new service contractsat boththefield
station and national contract levels into
performance-based contracts. In addition, the
Department demonstrates continued support for
performance-based contracting by providing
ongoing continuing education onthissubjecttoits
contracting officers and allied acquisition
professionals.

To more fully monitor the Department's level of
success in converting to this performance-based
contract approach, acyclical reporting mechanism
has been established through the Federal
Procurement Data System. Through this system,
the Department will be able to analyze the types
of conversions, thedollarsobligated, and thelevel
of conversion to performance-based contracts.

In FY 2001, VA prepared and administered
contractsfor pharmaceutical s, medical equipment
and supplies, and subsistencefor federal agencies.
These contracts are managed as Federal Supply
Schedules, national contracts, and competitive
contractsfor special purchases; all reflect savings
from commercial prices. Thesavingsallow VA to
best utilizeitsannual appropriations. Other federal
agencies are also able to take advantage of these
contracts. In addition to the savings from
commercia prices, discounts are negotiated and
competed onitemsVA purchasesin high volumes.
These contracts reflect the best value available to
VA. The general public receives benefits through
sound management practicesof purchasingthebest
possible product at the lowest price. VA also
providessupport to the Centersfor Disease Control
and Prevention and other agencies in the
Department of Healthand Human Servicesintimes
of emergency. On September 11, 2001, VA
provided support to make certain that emergency
pharmaceuticals and medical supplies were
deliveredto New York City insupport of therescue
operations.

Procurement Reform

VA spends more than $5 billion annually for
pharmaceuticals, medical and surgical supplies,
prosthetics, information technol ogy, construction,
and services. VA'sacquisition systemisvital, not
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only because of its magnitude, but because of its
critical role in ensuring VA can deliver timely
servicesto our Nation'sveteransin an efficient and
cost-effective manner.

To optimize the performance of VA's acquisition
system, the Secretary of Veterans Affairs
established a Procurement Reform Task Forcein
June 2001. Task Forcememberswere charged with
reviewing VA's entire acquisition system and
processes, and recommending specificimprovements
to strengthen the system's performance and
effectiveness.

To meet this challenge, the Task Force decided to
focusitseffortson areasthat offer substantial near-
term savingsand have high potential for sustainable
improvements. | n addition, the Task Force sought
to address key VA-wide issues that affect the
effectivenessof theacquisition system. Two areas
were excluded from the scope of the Task Force's
work: information technol ogy acquisition because
this issue is being addressed separately; and
pharmaceutical purchases because this area has
received considerable management attention and
improved so significantly. All other acquisitions
fall withinthescopeof the Task Force'sreview. To

optimize VA's acquisition system, the Task Force
established the following five major goals:

[J Leverage purchasing power;
[1  Standardize commodities;

[1 Obtain comprehensive VA procurement
information;

[J  Improve VA procurement organizational
effectiveness; and

[0 Ensureasufficient andtalented VA acquisition
workforce.

Task Force members consulted extensively with
other government agencies and private-sector
organizations, aswell aswith VA staff, to identify
best practicesand innovation opportunities. When
finalized and approved by the Secretary in FY 2002,
the Task Force'srecommendationswill provide a
solid foundation to improve the efficiency, cost-
effectiveness, and accountability of VA's
acquisitionsystem. TheTask Forcehashriefed VA's
Strategic Management Council, chaired by the
Deputy Secretary. Following the Secretary's
approval, the Task Force's recommendations will
be implemented.
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Strategic Management of Human Capital
Competitive Sourcing
| mproved Financial Performance
Expanded Electronic Government
Budget and Performance I ntegration
I mproved Coordination of VA and DoD Programs and Systems

At VA, we conduct our operations using sound
business principles. The Department has taken a
number of steps to support management reforms
in the areas delineated in the President's
Management Agenda, which will allow us to
achieve our goal swhilemanaging publicresources
with prudence.

Strategic Management of Human
Capital

The Department has developed a comprehensive
workforce planning initiative that will enable VA to
remainacompetitiveemployer and provider of qudity
sarvicestoAmericasveterans. Aspart of thisinitiative,
VA developed a Departmenta Workforce Analysis
and 5-Year Restructuring Plan that details
demographics, skill assessments, human capital
challengesand accomplishments, and strategiesthat
demonstrate VA's commitment to becoming more
citizen-centered.

In order to address VA's human capita challenges,
wehavedevel opedtheDepartment of VeteransAffars
Workforceand SuccessonPlan. Thisplanarticulates
VA's corporate vision for workforce and succession
planning and identifies specific strategiesto address
recruitment, retention, and development issues.
Further, VA launched the Departmental Workforce

and Succession Planning Intranet Homepage,
which is an employee-focused, information-rich
communication tool that provides workforce and
succession planning data, tool s, best practices, and
accomplishments.

These efforts supplement the already extensive
workforceplanningeffortseach of VA'sbusinesslines
have undertaken this year, including an enhanced
focusontherecruitment of new employees, leadership
development programs at al organizationa levels,
and the integration of workforce planning into the
strategic planning process.

In June 2001, VA established a national veterans
employment program to promote the hiring of
veterans in both the public and private sector. The
programfocusesonensuring that veteransandfedera
hiring officials are aware of statutory preferences
extended toveteransand how specid hiringauthorities
can be used to employ veterans. Information
(including bilingual brochures and pamphl ets)
concerning the veterans employment program and
veterans preference guiddinesis being distributed
to veteransservice organi zations, community-based
groups, and military transition centers around the
country. Informationconcerningtheprogramwill dso
be included on VA Web sites.
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Inaneffort to effectively manageitshuman capital,
VA embarked on developing a comprehensive
childcaretuition assistanceprogramfor al eligible
employeeseffective January 1, 2001. Thepurpose
of theprogramisto assist lower incomeemployees
inoffsetting thehigh cost of childcare. Tobedligible
for thisprogram, aVA employeemust befull-time
or part-time with anincome of less than $60,000.
Children must be age 13 or younger; however,
childrenwith disabilitiesareaccepted throughthe
age of 18. The care provider must be licensed by
the state and/or regulated by the local regulating
authorities. Provider coverage includes center-
based care, homecare, and before/after school care.

The following chart shows the percentage of the
total childcare costs VA will pay based on total
family income.

If Total Family Incomeis: Then VA Will Pay This
Per centage of Child Care Codts:
$60,000 and Over 0
$50,000 - $59,999 25
$35,000 - $49,999 30
$25,000 - $34,999 40
$24,999 and Under 45

Example: Based ontheincomethreshol dsinthemodel above,

if afamily'stotal family incomeis$39,000 andtotal childcare
costs are $6,500, VA will pay 30 percent ($1,950) and the

family paysthe rest ($4,550).

Asof October 1, 2001, over 1,081 employees(with
over 1,700 children) have enrolled. The VA
program has been showcased by the Office of
Personnel Management initsmonthly publication
of "FOCUS on Federal Work/Life and Wellness
Programs" and was noted as having the most
comprehensive program across Government. VA
leads the Federal Government with the highest
number of program participants.

Anlntranet survey of agency employeesontheVA
Web site revealed that 89 percent of the eligible
employeesindicated that theavailability of tuition
assistancefor childcareisafactor intheir "decision”

to stay employed with VA. Thisprogram makesit
possiblefor VA toattract, recruit, andretainaskilled
and competent workforce.

Competitive Sourcing

Over each of the past 5 years, VA asawhole has
steadily increased itscontractual servicesspending
while decreasing the number of full-time
employeeswithinthe Department. Inaddition, VA's
2001 FAIR Actinventory identifiesapproximately
85 percent of VA'sworkforceasbeing engagedin
commercial activities. Thisis by far the highest
percentage of atotal agency workforce deemedto
be commercia within the President's Cabinet.

VA utilizescompetitivesourcingandthe FAIR Act
aspart of itsbasi ¢ business management approach,
whichispredicated on VA'seffortstoddiver timely
and high-quality serviceto our Nation's veterans
and their families. As part of its normal business
operations, VA continuously assessesthe demand
for benefitsand servicesfrom veteransand ensures
that it hasthe capabilitiesto meet theseneeds. This
market-based analysisoftenresultsin contractsfor
medical care and other services in specific
geographical areaswhenitisdeterminedtobemore
cost effectiveto obtainthe servicesfromtheprivate
sector than to hire doctors, nurses, cemetery
maintenanceworkers, and other skill sets. It should
be noted that this approach does not focus on
moving acertain established number of jobsfrom
the public sector to the private sector - but rather,
on providing veteransand taxpayersthebest value
possible.

TheVeteransHealth Administration (VHA), which
represents about 97 percent of VA's total
commercia activities, has increased the amount
of contract services to $2.6 billion - a 32 percent
increaseover thelast 5years. VHA'stotal contract
service expenditures equate to approximately
43,000full-timeemployees. Oneof thekey factors
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contributingto VHA achievementsin competitive
sourcing is the transformation of the health care
delivery approach, moving increasingly from
inpatient to outpatient care and toward the use of
community-based outpatient clinics (CBOCs) to
improve access for veterans. For each CBOC
opened, VA determines whether it is more cost
effectiveto operatethefacility with VA employees.
Out of 609 operating CBOCs, 146 arestaffed with
contract personnel.

A similar strategy hasbeen applied when VA opens
a new cemetery. The National Cemetery
Administration (NCA) currently contracts 26 of
120 national cemeteries for full maintenance.

The Veterans Benefits Administration (VBA) is
currently conducting acomprehensive A-76 study
that is examining the property management
function. This study involves a competitive
sourcing of closeto 9 percent of VBA'sidentified
commercial activities. VBA will complete this
study in 2002.

We are committed to continuing this approach of
strategically identifying opportunities for
competitive sourcing. The Deputy Secretary
charged the Office of Policy and Planning with
establishing and coordinating aworking group to
develop amore streamlined competitive sourcing
processfor VA. Theworking groupidentified areas
of opportunity for future competitive sourcingand
devel oped atracking systemto assessprogressand
outcomes. The working group also developed a
proposed three-tier streamlined process, withmore
focus on cost-benefit analysis and less focus on
solicita