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Letter of Transmittal

To the President of the Senate and the Speaker of the House of Representatives,
I submit this report on the activities of the Department of Veterans Affairs for the
fiscal year ending September 30, 1998, as required by 38 U.S.C. § 529.

This Annual Report documents many achievements that contribute to the
attainment of the goals and objectives set in the VA Strategic Plan for FY 1998.
During the past fiscal year, VA launched a new healthcare eligibility system
founded on the concept of "enrollment priority" where service-connected veterans
are enrolled at the highest priority levels. More than three million veterans
enrolled in the VA healthcare system in FY 1998.

The Veterans Benefits Administration adopted the Balanced Scorecard as a
unified system of performance measurement and reporting. The Scorecard tracks achievement of strategic
objectives along five dimensions: accuracy, customer satisfaction, employee development, speed/timeliness, and
unit cost.

The time period during which VA will provide disability compensation payments to Gulf War veterans with
undiagnosed illnesses was extended through December 31, 2001. Concerned with the special needs of Gulf War
veterans, VA established environmental research centers at three VA medical centers and participates in the Federal
research commitment of $115 million and 121 projects on Gulf War veterans' health issues.

VA made great strides in adapting to the needs of our diverse population of patients. Since the establishment of
the Center for Women Veterans, VA established eight comprehensive women veterans' health centers, a national
counseling program for sexual trauma victims, as well as many other programs ranging from mammography
screening to post-traumatic stress disorder treatment specific to women veterans.

VA is also addressing the growing challenges of the veteran homeless population which is reported to constitute a
third of America's total homeless population. VA devoted nearly $100 million to grant programs, healthcare, and
benefits aimed at housing and returning 225,000 homeless veterans to good health and stable employment.

During FY 1998, interment operations began at the new Tahoma National Cemetery located in the State of
Washington, and a new state veterans cemetery opened in Boscawen, New Hampshire. The opening of these two
new veterans cemeteries increased by more than a half million the number of veterans served by a burial option
located within a reasonable distance of their homes.

In this report, we strive to show how VA is making progress towards achieving the outcome-defined goals we
have committed to in our Strategic Plan. This requires accurate, reliable, and meaningful information describing
how our programs are currently planned, financed, and managed. We made substantial progress in revising the



statistical tables included in the appendix of this report to ensure that they are based on such high-quality data. To
ease the transition from previous Annual Reports, we provided "crosswalk" tables at the beginning of the statistical
appendix that permit the reader to understand how FY 1997 statistical tables map into FY 1998 tables. Also,
summary trend information was added in the footnotes of each table.

Recognizing the Government Performance and Results Act reporting requirements and other information
needs, VA, together with our stakeholders, will systematically examine the complete array of performance
measurement-oriented reports we now submit to Congress and will seek to streamline and improve the process
during FY 1999.

/-\7/' A ® W 2
Togo D. West, Jr.

Secretary of Veterans Affairs
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Jajor VA Accomplishments in FY 1998

f

lealth Care Veterans Benefits

VA health care has been transforming from an
acute care, hospital-based system to a
preventive care, ambulatory system. Oof
approximately 1,100 sites where VA health care
is delivered to veterans, more than 600 are
ambulatory and community-based clinics.

As a result of the transformation of VA health
care, in FY 1998 the number of patients treated
increased by more than 20 percent, inpatient
bed days of care decreased by more than 60
percent, and outpatient visits rose by more
than 35 percent. At the same time, staffing
decreased by 11 percent.

VA launched a new healthcare eligibility
system founded on the concept of “enrollment
priority” where service-connected veterans are
enrolled at the highest priority levels. This
resulted in VA providing easier access to a
broad array of health services, and particularly
outpatient care services, at VA facilities
throughout the United States and Puerto Rico.
More than three million veterans enrolled in
the VA healthcare system in FY 1998.

With about 36 percent of the total veteran
population over 65 years old compared to 13

Dependency and Indemnity Compensation
(DIC) benefits were restored to certain spouses
of deceased veterans. Affected are spouses who
lost survivor benefits when they remarried but
who are no longer married.

The Montgomery Gl Bill education assistance
benefits were increased by 20 percent. Also,
there were increases for specially adapted
housing, automobiles, adaptive equipment, and
aid and attendance rates for veterans eligible
for pension benefits.

In the past, the key performance measure used
in the Veterans Benefits Administration, and
particularly in the disability compensation
program, was timeliness. Now, the Veterans
Benefits Administration’s Balanced Scorecard
tracks achievement of strategic objectives along
five dimensions:; accuracy, customer
satisfaction, employee development, speed/
timeliness, and unit cost. The Scorecard
provides VBA with a unified system of
performance measurement and reporting.

Cemeteries and Memorials

percent of the general population, long-term e During FY 1998, approximately 550,000

care is a critical issue for America’s veterans. veterans died, more than 1,500 each day. The

VA is intensifying its planning of providing National Cemetery Administration (NCA)

long-term care in non-institutional settings. In estimates that the annual number of veteran

the meantime, all currently available long-term deaths will climb for the next decade, with the

care beds remain open to serve veterans. number of interments in VA national
cemeteries increasing to more than 110,000 by

The period during which VA will provide the year 2008.

disability compensation payments to Gulf War

veterans with undiagnosed illnesses was e The State Cemetery Grants program allows VA

extended through December 31, 2001.
Concerned with the special needs of Gulf War
veterans, VA established environmental
research centers at three VA medical centers
and participates in the Federal research
commitment of $115 million and 121 projects on
Gulf War veterans’ health issues.

ix

to fund construction of state veterans
cemeteries that complement VA national
cemeteries. In FY 1998, grants totaling more
than $6 million were awarded.

In FY 1998, The National Defense
Authorization Act for FY 1999 (P.L. 105-261)



required the Secretaries of Defense and
Veterans Affairs to hold a Military Funeral

Honors Executive Roundtable to examine
options and identify methods of improving the
availability of military honors funerals of
veterans. DoD will provide a report to
Congress not later than March 31, 1999. In
preparation for the roundtable, VA and DoD
conducted focus groups with members of
veterans service organizations to elicit their
views about appropriate military honors.



he Veteran

/

this section of the Annual Report, veteran

pulation and sociodemographic data on veterans

ym VA administrative record files and systems are
esented and discussed. In addition, various data on
o characteristics of veterans in relation to
mnveterans are also presented. The data comparing
terans and nonveterans were obtained from the
srrent Population Survey (CPS) through a contract
reement with the U.S. Bureau of Census and with
e approval of the Department of Labor, sponsor of the
irvey. CPS data include information on labor force,
nployment, income, and education of veterans and
snveterans. However, CPS population estimates may
ffer from official VA veteran population estimates
scause the two sources of estimates are subject to
fferent kinds of statistical error. Also, in the

dlowing, the veteran population base may differ from
ae subsection to another due to different reference
eriods (i.e., fiscal year or calendar year) for the data

escribed.

iummary

leginning with our Nation’s struggle for freedom two
enturies ago, approximately 42 million men and
;omen served their country during wartime periods.
fost (about 85 percent) served in one or more of the
sur major conflicts of the 20" century, with World
Var 1T veterans alone representing nearly 40 percent
f all American war participants. As of July 1, 1998,
n estimated 25.2 million veterans were living in the
Jnited States and the Commonwealth of Puerto Rico;
9.3 million of these veterans served during at least
me wartime period. (See Statistical Appendix,

able 1.)

Number of Veterans and Periods of
Service

T'he veteran population continued to decline in
aumbers in the last year because of the large
aumber of veteran deaths (552,000 between July 1,
1997, and July 1, 1998). World War II veterans,
the second largest segment of the veteran
population at 6.7 million, dominated the deaths of
ve'te?ans (376,000). The Vietnam era with 8.2
million living veterans is the largest period

of service-defined subpopulation representing 32
percent of all veterans.

Two other major conflicts and the Gulf War contributed
to the total count of United States wartime veterans.
Living Korean conflict participants totaled 4.2 million,
Gulf War veterans numbered 2.0 million, and World
War I veterans numbered 5,000 as of July 1, 1998.

Approximately 5.9 million veterans served only
during peacetime. Almost equal numbers of these
peacetime veterans served only between the
Korean conflict and the Vietnam era (2.8 million) or
only between May 7, 1975, and August 1, 1990,
during the post-Vietnam peacetime era

(3.0 million).

Age of Veterans

As of July 1, 1998, the median age of all living
veterans was 57.0 years. Veterans under 45 years
of age constituted 21 percent of the total, while
those aged 45 to 64 represented 42 percent.
Veterans 65 years old and older accounted for

37 percent of the overall veteran count. (See
Statistical Appendix, Table 2.)

The age distribution of the veteran population by
five-year age groups is shown in Chart 1. The
distribution is bimodal, with the greatest numbers
occurring for the 50- to 54- and 70- to 74-year age
groups, respectively. The 50- to 54-year age group
is composed primarily of older Vietnam era and
post-Korean Conflict veterans, while the 70- to 74-
year age group is composed primarily of younger
World War 11 veterans. (See Chart 1.)

Chart 1. Estimated Veteran Population, by Age as of July 1, 1998

Age
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Approximately 26 percent of all civilian males 20
years old and older were veterans as of March

1998. This percentage varied by age, as shown in
Chart 2. The chart shows, for example, that 73
percent of all males age 70 to 74, 41 percent of all
males age 50 to 54, and 24 percent of all males age
85 or over as of March 1998 were veterans. The
fact that Chart 2 is skewed towards the highest age
groups evidences an “age-wave,” which is one of the
consequences of the aging veteran population.
When compared to U.S. males in general, male
veterans are increasingly more elderly with greater
frequency percentages in the oldest age groups.
This is true even as the total number of male
veterans is continuing a long decline relative to the
total number of U.S. males. (See, e.g., footnotes to
Table 1.) The veteran “age-wave” is expected to
continue for some time into the future so that by
the year 2010 veterans will comprise some 66
percent of all males age 85 or over. (See Chart 2.)

Chart 2. Male Veterans as a Percent of the Male
Civilian Population, by Age as of March 1998
Age
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Source: March 1998 Current Population Survey

Female Veterans

The female veteran population of 1.2 million
constituted 4.9 percent of all veterans living in the
United States and Puerto Rico on July 1, 1998
Female veterans as a percent of all veterans is
expected to increase since the number of former
military servicewomen continues to increase,
although at a slower pace than the decline of the
male veteran population. In general, the
demographic profile of the female veteran
population stands in contrast to that of the male
veteran population. Differences in age and period
of service are notable examples.

The median age of female veterans (44.6) is about
12 years younger than the median age for male

veterans (57.0). The growing involvement of women
in the military in recent years is reflected in period-
of-service differences between male and female
veterans. Approximately 50 percent of all female
veterans, for example, served only during the
peacetime period following the Vietnam era (May 7,
1975, through August 1, 1990) or during the Gulf
War, in contrast to only about 20 percent of male
veterans. (See Statistical Appendix, Table 2.)

State of Residence

Veterans in just three states—California, Florida,
and Texas—comprised nearly one-quarter of the 25.2
million total veterans living in the United States
and Puerto Rico as of July 1, 1998. California, the
most populous state, accounted for about 11 percent
of the total veteran population. Florida and Texas
accounted for about 7 percent and 6 percent of the
total veteran population, respectively. Adding in
the next three largest states in terms of veteran
population—New York, Pennsylvania, and Ohio—it is
observed that just six states accounted for nearly
two-fifths (39 percent) of the total veteran
population in 1998,

At the other end of the scale, the three least
populous states in terms of veteran population were
Wyoming, the District of Columbia, and North
Dakota, with the three combined accounting for
only about 0.6 percent of the total. (See Statistical
Appendix, Table 3.)

Education

Education plays a critical role in the social and
economic achievements of individuals. In 1998, as
was the case in 1997, significant differences exist
between male veterans and nonveterans in their
highest level of education attained. Thirteen
percent of male veterans aged 20 or older had not
graduated from high school, compared with 19
percent of male nonveterans. A higher proportion
of male veterans than nonveterans had either
completed high school and not attended college (36
percent vs. 31 percent) or completed one to three
years of college (28 percent vs. 25 percent). Male
nonveterans, however, were more likely than male
veterans to have completed 4 or more years of
college (26 percent vs. 22 percent). About the same
percentage of male veterans as nonveterans had at
least some college education (51 percent and 50
percent, respectively). (See Chart 3.)

The pattern described above is also generally
observed for male Vietnam era veterans and
nonveterans aged 40 to 54, and male post-Vietnam
era veterans and nonveterans aged 20 to 39.



(A )

However, since income and education tend to be
correlated, it is worth noting that a higher
proportion of male Vietnam era veterans than
nonveterans had at least some college (69 percent
vs. b6 percent). Also, among either male post-
Vietnam era veterans aged 20 to 39 or their
nonveteran counterparts, about 52 percent had at
least some college. (See Statistical Appendix,
Table 4.)

Female veterans fair much better than either male
veterans or their female nonveteran counterparts
in terms of educational attainment. Among female
veterans, some 66 percent attained at least some
college education, while among male veterans the
figure is 51 percent and among female nonveterans
it is 48 percent. Among female Vietnam era
veterans age 40 to 54, some 73 percent have at
least some college education, while among their
male veteran counterparts the figure is 59 percent
and among female nonveterans age 40 to 54 it is 53
percent. About 67 percent of female post-Vietnam
era veterans age 20 to 39 have at least some college
education, while among male post-Vietnam era

Chart 3. Educational Attainment, Male Veterans and
Nonveterans, Age 20 or Over, 1998
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veterans the figure is 52 percent and among female
nonveterans age 20 to 39 it is 57 percent. (See
Statistical Appendix, Table 4.)

Personal Income

In general, personal income was higher for male
vetgrans than male nonveterans due to differences in
their age, and, in part, to differences in education, job
skills and training. The median income of $27,264
for veterans aged 20 or older was 10 percent higher
than the median income of $22,555 for nonveterans

90 or older. For all the groups shown in Chart 4, the
median income of $35.025 for Vietnam era veterans
aged 40 to 54 years was the highest, 9 percent more
than their nonveteran age counterparts ($32,140).
Similarly, the youngest veterans 20 to 39 years of
age, i.e., post-Vietnam era veterans, had a median
income 18 percent higher than the median income of
nonveterans of similar ages, $23,817 for post-
Vietnam era veterans compared to $20,210 for
nonveterans. The median income of veterans

aged 55 to 64 was 22 percent higher than the median
income of nonveterans of that age group, $30,001 for
veterans compared to $24,549 for nonveterans.
Similarly, the median income of $18,200 of veterans

Chart 4. Median Personal Income (1997) of Male Veterans
and Nonveterans by Age Groups, March 1998

Nonveterans 65+ 129
Veterans 65 +

Nonveterans 55 - 64
Veterans 55 - 64

Nonveterans 40 - 54
VNE Veterans 40 -54

Nonveterans 20 -39
Post-VNE Vets 20 - 39

Nonveterans 20+
Veterans 20 +

Thousands of Dollars

Source: March 1998 Current Population Survey

aged 65 or older was 41 percent greater than the
median income of $12,937 for nonveterans. (See
Chart 4.)

Family Income, Sex, Educational
Attainment, Age, and Veteran Status

For some veterans, total family income is one of the
components of eligibility for VA healthcare benefits.
Not subject to a financial assessment are former
POWSs, Mexican Border period veterans, and World
War I veterans. Other veterans who are not
service-connected or zero percent service-connected
and not receiving monetary benefits are required to
complete a financial assessment. The income (and
asset wealth) of the veteran, his/her spouse, and
dependents are considered in making a “means
test” eligibility assessment. Subsequent to the
assessment, the veteran will fall into one of the
seven priority groups for VA care.

In order to see how veterans and nonveterans
compare in regard to total family income, Tables bA



and 5B show distributions of total family income for
the non-institutionalized U.S. population by sex,
age, educational attainment, and veteran status.
The data show, for example, that among males, and
when holding age and veteran status constant,
education is positively correlated with total family
income. This is also true for females, although
females are somewhat less likely than males to
report total family incomes in the “340K or more”
category. In addition, for male veterans, it is found
that veteran status is positively correlated with
income at the lower levels of educational
attainment, although this correlation is missing at
higher educational attainments and the correlation
weakens with age. For females, this correlation 1is
not found at all, possibly due to small cell sizes
after cross-classification in multiple dimensions.
(See Statistical Appendix, Tables 5A, 5B.)

Chart 5. Male and Female Veterans Age 40 - 54,
With Total Family Incomes of $40,000 or More,
By Educational Attainment, 1998
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Male and female veterans age 40 to 54 who
reported $40,000 or more in total family income for
1997 are compared in Chart 5. The 40- to 54-year
age group represents approximate peak earnings
years. The chart clearly shows the advantage of
higher educational attainment in relation to higher
income. (Note that there are no female veterans in
the “Less Than Twelve Years” category.) (See
Chart 5.)

Labor Force

About 14.7 million veterans aged 20 or over,
representing 59 percent of the non-institutionalized
veteran population, were in the labor force in FY 1998
The corresponding nonveteran labor force participatio
was 70 percent, some 11 percentage points higher.
While comparing data on labor force and employment
for veterans and nonveterans, one should keep in minc
that there are significant differences in their sex and
age compositions. In particular, about 95 percent of
veterans are male, and the proportion of males beyond
retirement age is higher for veterans than for
nonveterans.

Among male veterans aged 20 years or older, about
13.8 million, or 59 percent of the male veteran
population, were in the labor force in FY 1998. This is
in sharp contrast to the 83 percent labor force
participation rate of their male nonveteran
counterparts. The difference in the overall
participation rate between male veterans and
nonveterans reflects the higher proportion of veterans
in their retirement years, 65 or older, who are no
longer in the labor force.

For male post-Vietnam era veterans and nonveterans
aged 20 to 39, and male Vietnam era veterans and
nonveterans aged 40 to 54, labor force participation
rates were more comparable in magnitude, ranging
from 90 to 95 percent.

The female veteran labor force of 863,000 is only abou
one-and-one-half percent of the size of the civilian
nonveteran female labor force aged 20 or older. The
labor force participation rate of female veterans (62
percent) was slightly higher than the participation ra
of female nonveterans (60 percent). In the 20- to 39-
and the 40- to 54-year age groups, the percentage of
female veterans in the labor force was also higher tha
that of their female nonveteran counterparts. (See
Statistical Appendix, Table 6.)

Unemployment

The unemployment rate of 3.2 percent among veterar
aged 20 or older, both sexes, was lower than the 4.0
percent rate for their nonveteran counterparts. The
unemployment rate of 3.1 percent for male veterans
aged 20 or older was almost one percentage point low
than the rate for their male nonveteran counterparts
Among the younger males 20 to 39 years of age, the
unemployment rate was lower for post-Vietnam
veterans (3.9 percent) than nonveterans (4.7 percent)
Older male veterans in the labor force also had lower
unemployment rates than their nonveteran
counterparts. The unemployment rates of male
Vietnam era veterans aged 40 to 54 (2.9 percent) and



Some of the key information contained in GWVIS is
shown in Table 1.

all male veterans 55 to 64 years of age (2.7 percent)
were Jower than the unemployment rates among male
nonveterans aged 40 to 54 (3.0 percent) and male

ed  ponveterans b5 to 64 years of age (2.9 percent).

1998. Table 1. Characteristics of Gulf War Veteran Groups
yation
. Chart 6. Unemployment Rates for Veterans Gulf War Veteran Group'” Era® Theatre™ | Conflict™
' Nonveterans by Veteran Status and Sex
1ent and y ’ Service members 3893305| 1123,808| 696619
mind Oct.1, 1997 - Sept. 30, 1998 Veterans (estimate) 3342253 807.214| 568,315
and Claims Filed 739,460 224787 176,875
£ Percent Claims granted (to date) 568,844 158,794 125,137
O 6.0 Veterans with undiagnosed 2,736 2,722 2,629
yond ' service-connected (SC)
4.0 conditions
’ Potentially exposed Kamisiyah - - 99,719
20 veterans with SC conditions 22,304
' Al Jubayal veterans 1,345 1,343 1,343
1t 00 with SC conditions - - 223
' Veterans receiving inpatient 78,724 26,469 22,978
o Both Sexes Males Females care
11818 Sex Veterans receiving outpatient 774,489| 279,129| 226,530
B Veterans B Nonveterans care
(1) All information is taken from the GWVIS, as updated on
Source: Current Population Survey November 1, 1998.
rans Note: Rates are average quarterly rates
(2) CONFLICT: Gulf War conflict data count include persons
- . who are currently veterans and separated from the military
Female veterans 20 or olde_r experienced a higher rate D on after AtigustD 1990, aid hoserved in the Gulf War
of unemployment than their nonveteran counterparts, theatre of operations between August 2, 1990, and July 31,
&iv8 5.2 percent compared to 4.1 percent. Among females 1991.
to 39 and 40 to 54, veterans again had higher
‘~ aged 2? 89a h gd Q d hig (3) THEATRE: Gulf War conflict veterans are a subset of the
n unex-np. oyment rat_es than nonveterans. (See larger population of Gulf War theatre veterans. Gulf War
g Statistical Appendix, Table 6, and Chart 6.) theatre veterans are persons who are currently veterans,
separated on or after August 2, 1990, and served in the Gulf
And fina]ly below are data describing a sub War theatre of operations any time on or after August 2,
) _ 1990.
roup of the veteran population, Gulf War
bout = &
veterans. Data are from VA and DoD (4) ERA: Gulf War theatre veterans are a subset of the still
administrative data files. larger Gulf War era veteran population. Gulf War era
1e veterans are veterans who separated from the service on or
2 after August 2, 1990, and may or may not have served in the
| rate Gulf War Veterans Gulf War theatre of operations.
19-
of VA and DoD worked cooperatively during FY 1998
than to improve VA’s ability to accurately account for
N Gulf War veterans and VA services provided to
them. Working with the Defense Manpower Data
Center, VA developed the Gulf War Veterans
Information System (GWVIS), a centralized
database containing official VA statistics on the use
rans  of VA benefits and services by Gulf War veterans.
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Veterans Health Care

VHA Mission

The Veterans Health Administration (VHA)
ensures that the healthcare needs of America’s
veterans are served by providing primary care,
specialized care, and related medical and social
support services. VA's healthcare education and
training programs help to assure an adequate
supply of clinical care providers for veterans and
the Nation. The research program contributes to
the Nation's knowledge about disease and
disability. The integration of the VA healthcare
system is focused on maximizing the health of our
veteran patients. VHA strives for healthcare value,
for excellence in customer service and education,
and for accountability to veterans, veterans’
advocates, and the American taxpayer.

Honor, Care and Compensate
Veterans in Recognition of Their
Sacrifices for America

Healthcare and Support Service

Eligibility Reform

e Legislation enacted in October 1996 to reform
eligibility reinforces sweeping and fundamental
changes in how the Department of Veterans
Affairs provides health care. Under Public Law
104-262, the Veterans Health Care Eligibility
Reform Act of 1996, veteran eligibility is no
longer focused on separate eligibility for
inpatient care or limited outpatient care. The
new law requires VA to manage the provision of
healthcare services through an annual
enrollment system. Once enrolled, the veteran
will have access to a comprehensive range of
healthcare services, including preventive care
and outpatient services, as well as care for
nonservice-connected disabilities.

e FY 1998 saw the implementation of many
system policies, business operations, and the
wide dissemination of information about these
changes to veterans. FY 1998 also saw a pilot
of an enrollment system whereby VA enrolls

veterans according to seven priority categories
with the highest priority given to those with
service-connected conditions. A new, simple,
one-page application form, VA Form 10-10 EZ,
maybe completed at any VA location at any
time. Approximately 3.5 million applications
for enrollment were received and processed
during FY 1998. Official enrollment began on
October 1, 1998,

VA undertook nationwide information
initiatives to inform veterans about eligibility
reform. Among these was a toll-free telephone
number (1-877-222-VETS) that handled over
100 thousand calls as of September 30, 1998,

During FY 1998, many healthcare organization
and delivery changes took place within the
system. Eligibility reform helped enable the
Veterans Health Administration to change its
“hospital” system to a “healthcare” system,
where health is now primarily a local,
outpatient activity. VA health care is orienting
itself to be more population-directed and
health-promoting. The emphasis is now being
placed on the care that the enrolled veteran
needs, rather than the care that he or she
might have been eligible for in the past.
Preventive services have increased, as have
appropriate use of outpatient settings for
providing prosthetic devices, orthotics, and
restorations—special provisions of the law. VA
developed a comprehensive uniform benefits
package in FY 1998. Veterans are assured that
these comprehensive health services will be
“portable” in that they will be available in any
of the 22 Veterans Integrated Service Networks
(VISNSs).

Health Care Resources Sharing
Authority

VA saw significant increases in the use of the
Health Care Resources Sharing Authority
when the program was expanded in 1996 by
Public Law 104-262, the same statute that
reformed VA healthcare eligibility. Included in
the definition of a healthcare resource is any
service needed to operate the VA healthcare
system, as well as the use of space or



equipment. Potential partners to these
agreements include health insurers or plans,
local and state governments, or any entity or
individual.

VA used this authority to increase purchasing
of healthcare resources by 77 percent, for a
total of more than $142.5 million in resources
purchased. Much of this increase is
attributable to the opening of many new
Community Based Outpatient Clinics.

. In order to maximize the effective use of available
resources, this authority also allows VA to sell the
use of space, equipment, or services to partners in
the community. Any revenue generated from these
kinds of agreements is retained by the local medical
center and is used to enhance services to eligible
veterans. This program generated more than $31
million (an increase of 87 percent over the prior
year), all of which went back to veterans’ medical
care. VA headquarters program staff reviewed and
approved almost 400 concepts proposed by medical
centers in FY 1998 for the sale of healthcare
resources.

Sharing Agreement Authority

VA provides health services to Department of

Defense (DoD) beneficiaries under two programs:

VA/DoD Sharing and VA/TRICARE (through DoD’s e
TRICARE managed care support contractors).

Revenue generated from these programs is retained

at the facility providing the service and is used to

improve health care for veterans.

e VA/DoD Sharing: VA healthcare facilities ®
provide, purchase, and exchange health
services directly with the military. Some 150
VA medical centers have sharing agreements in
which patients are referred to the other
agency’s facilities for health services. VA and
the military services now have over 1,000
sharing agreements for more than 7,500 health
services. VA and the military operate five joint

Medicare Reimbursement

VA continues to pursue legislation permitting it
to become a Medicare provider. VA and the
Department of Health and Human Services
have updated the Memorandum of Agreement
(MOA) signed in 1996 and anticipate a revised
MOA being signed in 1999. VA is working with
the appropriate Congressional committees on
this initiative and hopes to receive
authorization through new legislation to
become a Medicare provider in the near future.

Medical Care Services

Workload and Cost

Acute bed days of care per 1,000 unique users
dropped 25 percent from FY 1997. (“Unique
users” are users uniquely defined by their
social security number (SSN).) The FY 1998
ratio of 1333/1000 SSN is a 61 percent
reduction from the 3430/1000 SSN ratio of

FY 1994 and is one-third lower than Health
Care Financing Administration’s FY 1997 ratio
of 1998/1000 SSN for acute hospitalizations
financed through Medicare.

In FY 1998, total operating beds declined 14
percent from 52,706 beds to 45,303, a reduction
of 7,403 beds, while occupancy rates rose from
78 percent to 88 percent from the previous
fiscal year.

The FY 1998 volume of outpatient procedures
increased by 14 percent over FY 1997 for
specified groups of procedures. For these
procedures, variation in the percentage
performed in an ambulatory care setting
(rather than an inpatient setting) decreased
across the system.

venture hospitals. These sites are at Access
Anchorage, AK; Alb NM: E1 P TX; N
Las Vegags Ve s dlicl;l‘sfgxebK :I‘h}i‘ 5 eai(t)fl i e Over 150,000 additional Category A veterans

sites (Honolulu, HI; Fairfield, CA; and Key
West, FL) are at various stages of construction.

o VA/TRICARE: VA healthcare facilities
provide care to DoD beneficiaries through
DoD’s managed care program. Some 136 VA
medical centers now participate in TRICARE e
provider networks established by DoD managed
care support contractors. VA healthcare
facilities provide a broad array of services to

DoD retirees and dependents of active duty
service members.

(service-connected or low income) used VA
services in FY 1998 for a total of 2,706,817
Category A unique users. The total population
served by VA in FY 1998 increased to 3.26
million.

The rate of 30-day follow-up after
hospitalization for mental illness was 72
percent in FY 1998." The 1997 national average
for private sector HMOs reported by the
National Committee for Quality Assurance
(NCQA) was 67 percent.
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Technical Quality

In FY 1998, immunizations for pneumococcal
disease (73 percent) and influenza (71 percent)
exceeded the U.S. goal of 60 percent established
in the publication Healthy People 2000 by 13
percent and 11 percent, respectively.

Breast and cervical cancer screening rates (89
percent and 93 percent, respectively) exceeded
1997 NCQA national average performance of 71
percent for each, as well as the Healthy People
2000 goals.

Documentation of patient involvement in
decision-making about prostate cancer
screening (as recommended by the American
College of Physicians) rose from 37 percent in
FY 1997 to 63 percent in FY 1998. No private
sector comparison is available.

Counseling for tobacco consumption increased
to 93 percent in FY 1998. The 1997 NCQA
national average performance was 64 percent.

Sixty-five percent of VA outpatients are now
screened for alcohol abuse using a standardized
instrument (typically the CAGE—a mnemonic
that cues clinicians to ask specific questions
about aleohol consumption). FY 1997 baseline
performance was 40 percent. No private sector
comparison is available.

VA rates of aspirin administration (95 percent)
and beta-blocker administration (93 percent)
for ischemic heart disease continue to exceed
the 1997 private sector performance of 78
percent (Health Care Financing
Administration’s Cooperative Cardiovascular
Project) and 74 percent (NCQA), respectively.

Counseling about lifestyle issues of nutrition
and activity is now documented for 88 percent
and 89 percent of patients, respectively, with
hypertension, and for 92 percent and 89
percent of patients with obesity. No private
sector comparison is available. The Healthy
People 2000 goal is 100 percent for both.

VA’s 73 percent rate of retinal eye exams for
diabetics exceeded the 1997 NCQA national
average of 39 percent. Ninety-one percent of
diabetics have an annual Hemoglobin Alec.
Sensory examinations of feet increased to 78
percent. No private sector comparison is
available.

Ninety-one percent of patients with incurable,
end-stage illness now have a comprehensive
plan to manage palliative care detailed in their

medical record compared with 67 percent in
FY 1997. No private sector comparison is
available.

Sickle Cell Anemia

® VHA continues to support Sickle Cell Anemia
care, including counseling and teaching.
Testing is available in all VHA facilities, either
locally or at special hematology reference
laboratories. The last survey indicated that
during FY 1997, more that 20,216 patients
were tested; 2,734 educational sessions were
held for 29,250 patients, family members, and
visitors; and 2,434 patients were counseled.

Pharmacy

® The Consolidated Mail Outpatient Pharmacy
(CMOP) located at Charleston, SC, became
operational in FY 1998, making a total of seven
operational sites. The other CMOPs are located
at Bedford, MA; Dallas, TX; Leavenworth, KS;
West Los Angeles, CA; Hines, IL; and
Murfreesboro, TN. The CMOP sites support
171 medical centers and fill over 800,000
prescriptions weekly. The automated service
has improved customer service by dramatically
cutting turnaround time for prescriptions and
reducing overall operating expense.

e In FY 1997, VHA established a National Drug
Formulary. The Formulary enhances equal
access to pharmaceuticals for veterans
regardless of where they might live in the
United States. As a result of the National
Formulary, national contracting for selected
pharmaceuticals results in an annual cost
avoidance of $200 million. In addition, eight
drug treatment guidelines were developed and
issued to VA medical centers to support the
effort to achieve the appropriate use of
pharmaceuticals in the veteran patient
population.

Health Administration Center, Denver,
(8(0)

® In addition to administering the Civilian
Health and Medical Program of the
Department of Veterans Affairs (CHAMPVA),
the Health Administration Center oversees
several other VA healthcare programs,
including the Foreign Medical Program, the
Gulf Examination Program for dependents, and
the Spina Bifida Health Benefits Program.

e The Health Administration Center, in
conjunction with the Veterans Integrated
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Service Network 19, completed the first year of
the Non-VA Provided Care Pilot Project. This
project was established to test improved
management of non-VA provided healthcare
services, improved collection of both clinical
and fiscal data, and increased efficiencies
through centralization of medical payment
activities. The standardized and detailed
clinical and fiscal information collected at the
unique veteran and provider level has helped
managers track care and services provided
outside the VA. Managers are now better able
to plan for future services that can be provided
economically within their networks and for
contracting opportunities that exist outside of
VA

Under the CHAMPVA In-House Treatment
Initiative (CITT), $9.7 million were
reprogrammed to VA healthcare facilities
which provided medical care to CHAMPVA
beneficiaries in FY 1998. Now in its seventh
year, the CITI program generated over $28.2
million in revenue for participating VA
healthcare facilities.

Medical Care Collections Fund

Since the creation of the Medical Care
Collections Fund (MCCF), formerly Medical
Care Cost Recovery (MCCR), the Revenue
Program has consistently focused upon new
opportunities to increase collections and

improve operating efficiencies. Public Law 105-

33, the Balanced Budget Act of 1997,
established the Department of Veterans Affairs
MCCF and required that amounts collected or
recovered after June 30, 1997, be deposited in
this fund. The enactment of Public Law 105-
33, with the creation of the MCCF and the
retention of recoveries by medical centers,
provided a significant incentive to increase
recoveries. VHA network and medical center
directors are now responsible for the
alternative revenue program at individual
medical centers and are evaluating more
efficient ways to bill and collect in order to
enhance recoveries.

Medical Preparedness

In 1998, the Emergency Management Strategic
Health Care Group (EMSHG) coordinated VA
assistance in response to three natural
disasters—Hurricane Bonnie; during Hurricane
Bonnie Del Rio, TX, floods; and Del Rio, TX,
floods. During these disasters, VA provided
emergency management personnel to assist the

Federal Emergency Management Agency
(FEMA) and the U.S. Public Health Service
(USPHS) with response efforts; VA deployed
medical staff and emergency managers to assist
with Federal response efforts; and VA provided
emergency managers and medical staff to assist
with Federal response efforts in Puerto Rico
and Florida.

VA continues to provide critical support to
Federal efforts to respond to potential terrorist
acts involving the use of weapons of mass
destruction (WMD). In support of this effort,
VA maintains a ready supply of special
pharmaceuticals at strategic locations. In
addition, EMSHG fulfills VA’s responsibilities
in coordinated Federal emergency support for
special events such as the Nike Games in
Portland, OR.

Medical Care Research

A new program allows VA scientists to take
novel approaches to studying biomedical
problems common among veterans. The
Research Enhancement Awards Program
(REAP) supports multidisciplinary research,
pilot studies, and training for young
investigators. Thus far, 18 proposals were
approved in research areas, including lung
disease, bone disease, Parkinson’s disease,
heart disease and heart failure, kidney disease,
gastrointestinal disorders, spinal cord injury,
ulcer wound healing, cancer, multiple sclerosis,
hepatitis C, Alzheimer’s disease, and
depression.

Smoking is a major problem among veterans,
contributing to a variety of related health
problems. In studies of smokers trying to quit,
researchers found that participants who took
the drug mecamylamine orally and used a
nicotine patch had a higher success rate than
those using only the patch.

VA researchers paved the way for brain tumor
treatment with powerful drugs by pioneering
methods to open the “blood-brain barrier.”
Using a sugar solution to temporarily shrink
barrier cells and create spaces between them,
researchers opened a “gate” for large-molecule
drugs to treat brain tumors.

A mutated form of the so-called “tau” gene
causes a form of dementia characterized by
tangles of long string-like filaments identical to
those found in the brains of Alzheimer's
patients. These findings point to tau as a
potential target for new Alzheimer’s disease
treatments.



Inserting a specific gene into heart cells triggers a

robust increase in the chemical that drives the cells

to beat harder. These findings open the possibility
that the same approach can be used in people and
translate to reduced symptoms and a much longer
life. Researchers are conducting animal studies
using the new approach.

The VA is leading a $20 million effort with the
Department of Defense to conduct large-scale,
multi-center trials of two potentially effective
treatments for the undiagnosed illnesses reported
by Gulf War veterans. One trial will test exercise
and behavioral therapy in veterans suffering from
fatigue, muscle and joint pain, and memory and
thinking problems. The second study, based on a
hypothesized infectious cause of symptoms, will
assess the effectiveness of an antibiotic treatment.

Advances in functional electrical stimulation
(FES), which uses wire implants and electrical
impulses to replace non-functioning nerves, are
increasing the independence of paralyzed
persons. An FES hand grasp neuro-prosthesis,
developed by VA, provides users control
through wrist movements. Tests are underway
to determine if brain signals can control
implants, allowing persons without voluntary
wrist control to use the devices.

The impact of visual impairment on aging
veterans is known to be profound. A three-year
study of blind rehabilitation outcomes is
exploring the impact of blind rehabilitation on
visually impaired veterans and is expected to
help identify the best rehabilitation strategies
for visually impaired veterans.

Medical Education

Primary Specialist Program

The Primary Specialist Program consists of two
companion programs, Access and Continuity in
Education of Specialists (ACCESS), and the
Psychiatry Residency Primary Care Education
Program (PsyPCE). These residency
experiences take advantage of contexts of
patient care in VHA where medical
subspecialties provide primary care for panels
of patients with major health problems in their
area of expertise. Over 50 percent of internal
medicine sub-specialty, neurology, and
psychiatry residents in VA are participating in
this innovative program of primary care

10

delivery within their discipline’s residency training
program,

Project for Improved Care at the End-
of-Life

Through a generous grant from the Robert
Wood Johnson Foundation, the Office of
Academic Affiliations established the VA
Faculty Leaders Project for Improved Care at
the End-of-Life in collaboration with the Office
of Patient Care Services. The purpose of the
project is to develop benchmark curricula for
end-of-life and palliative care and to integrate
such curricula into internal medicine residency
training programs affiliated with 30 medical
schools throughout the Nation.

Management Strategies

Providing One-VA World Class
Customer Service

Functional Status

Eighty percent of substance abuse patients seen
during FY 1998 underwent a standardized
clinical baseline assessment using the
Addiction Severity Index (AST). The private
sector benchmark is 50 percent.

Ninety-one percent of the eligible substance
abuse patients who had a baseline ASI
administered in September 1997 were re-
assessed during FY 1998 using the Follow-up
AST,

Accreditation

Sixty VHA facilities were surveyed and
accredited by the Joint Commission on
Accreditation of Healthcare Organizations
(JCAHO) in 1998. Of those, eight (13 percent)
received Accreditation with Commendation.
The average VA hospital accreditation score of
94 for 1998 exceeded the national average score
of 92. In addition, VHA conducted a pilot
project for first-time accreditation of Veterans
Integrated Service Networks (VISNs). Four
VISNs participated in the pilot project in 1998.
By the end of 1998, a total of 22 VHA
rehabilitation programs received accreditation
by the Rehabilitation Accreditation Commission
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(CARF) in the areas of Medical Rehabilitation,
Behavioral Health, and Employment and
Community Services.

Vational Initiative to Improve Care at the
¢nd-of-Life

L}

VA is expanding its specialized expertise and using
its nationwide network of resources and affiliations
to lead the Nation in improving the quality of care
provided to patients at the end-of-life. A national
strategy summit was held in May 1998 for the
purpose of developing a comprehensive, system-
wide VA strategy for improving care for veterans at
the end-of-life. A number of significant national
initiatives were implemented as part of VA's overall
strategy, including: (1) the VA Faculty Leadership
Project for Improved Care at the End-of-Life; (2)
the Network Directors’ Performance Measure on
Palliative Care; (3) the Alzheimer's CARED Project
(Caregiver Assessment Regarding End-of-Life in
Dementia); (4) a breakthrough, collaborative,
jointly-sponsored, study with the Institute for
Health Care Improvement and the Center to
Improve Care of the Dying for improving care for
patients approaching the end-of-life with advanced
chronie obstructive pulmonary disease and
congestive heart failure; and (5) the VA National
Pain Management Strategy.

In addition, VA is exploring ways to increase access
to hospice care in a wider array of settings
throughout the VA healthcare system. The overall
goal is to assure that every veteran who is facing a
terminal illness can count on the VA healthcare
system to provide the kind of compassionate care
that each one of us would want for ourselves and
those we love.

Enhancing Our High-Performing Work
Force

VA Learning University

Consistent with private sector initiatives creating
corporate universities for today’s information age,
VA established the VA Learning University
(VALU). The VALU will function as a catalyst for
Department-wide innovative learning opportunities
that develop and sustain a high-performance and
customer-focused VA work force. Under the
lea_dership of the VALU Dean, this virtual
university incorporates staff and resources of VA's
Employee Education System. Partnerships with
thousands of training professionals throughout the
Department will help create a world-class
education model to support life-long learning for
VA’s employees nationwide.
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Educational Support on Eligibility
Reform

Working with the range of program officials and
field representatives associated with eligibility
reform initiatives, a comprehensive array of
educational activities, products, and services were
developed to train front-line employees quickly on
the important eligibility changes.

Introduction of Learning Maps

VA staff collaborated on development of an
accelerated learning approach emphasizing
organizational dialogue on strategic initiatives.
This new and unique approach enabled employees
to grasp the “big picture” of the forces that are
reshaping our organization and the way we work.
The Learning Map process is designed to be
experienced by everyone in the organization, from
the director to front-line employees, providing a
shared learning experience for the entire
organization. In FY 1998, topics included: Our
Changing Healthcare Environment, The Economics
of Providing Care, Delivering Care, Our Journey of
Change, and Becoming One-VA.

TEMPO

VHA continued the development and
implementation of the Training and Education
Management Program (TEMPO). TEMPO is a
program that monitors the educational activities of
VHA staff. A total of 14 VISNs with 76 sites have
either fully, or almost fully, implemented TEMPO.
Four major functional enhancements were made in
FY 1998: (1) a linkage to facility PAID files for
automatic updating of employee data; (2) the
capability to track and report education costs; (3)
full calculation and reporting of facility compliance
levels with the performance measure on employee
education; and (4) enhanced reporting capabilities
in all areas. Plans are in place to add a VISN-level
database by aggregating facility data. This
consolidated database will provide the tools needed
to manage education resources more effectively and
efficiently at the VISN level.

Providing Maximum Return of Taxpayer
Investment

Cost Accounting: The Decision Support
System

The Decision Support System is an executive
information system designed to support both
resource management and patient care by
providing data on patterns of care, patient
outcomes, resource consumption, and the costs
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associated with healthcare processes. Medical
centers completed the implementation of the DDS
product by the end of FY 1998. Training users and
senior management to use the system effectively is
continuing. The intent of the senior management
training is to emphasize an interdisciplinary team
approach, integrating clinical and administrative
cost accounting systems with facility and VISN
senior leadership.

Cost Reduction Incentives in Veterans
Equitable Resource Allocation

On April 1, 1997, VHA implemented the Veterans
Equitable Resource Allocation (VERA) system to
allocate its then $17 billion medical care budget to
its 22 healthcare networks. VERA was developed
because previous VHA funding allocation systems
perpetuated funding inequities across the country
that resulted in inefficient use of taxpayers' dollars
and veterans not having equal access to health
care.

Based on the VERA model in 1997, VHA shifted
$500 million over several years from facilities that
were relatively inefficient to facilities that were
relatively efficient. Changing factors such as
funding levels, workload, and VERA model
revisions each year affect the amount of the shifts.
Under the assumption that all factors would
remain constant and each passing year would
result in movement of resources, the equitable shift
of resources across the country is expected to be
complete in FY 2002. As a result, VHA is spending
these funds more efficiently and veterans have
more access to VHA health care.

Capital Policy: Improvement in
Infrastructure and Construction

In FY 1998, 17 contracts totaling $164.8 million
were awarded, including (1) cemetery projects at
Albany, NY, Phoenix, AZ, Chicago, IL, Cleveland,
OH, Dallas, TX, and the Florida National
Cemetery; (2) an ambulatory care addition at
Phoenix, AZ; (3) a psychiatric building at Perry
Point, MD; (4) replacement psychiatric beds at
Marion, IN; (5) relocation of medical school
functions at Mountain Home, TN; and (6) an
outpatient clinic at Brevard County, FL.

The 20 projects completed in FY 1998 totaled
$443.7 million. These projects include (1) clinical
additions at Ann Arbor, MI, Atlanta, GA, and
Dallas, TX; (2) modernization of kitchen and
satellite dining areas at St. Albans, NY;

(3) ambulatory care additions at Columbia, MO,
and Phoenix, AZ; (4) a research addition at
Huntington, WV; (5) renovation of clinical addition
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at Indianapolis, IN; (6) renovation of Building 126
at Long Beach, CA; (7) a replacement bed building
at Muskogee, OK, and Reno, NV; (8) relocation of a
regional VA benefit office to medical center grounds
at St. Petersburg, FL; and (9) an outpatient clinic
addition at Wilmington, DE.

Land and Lease Acquisition

During FY 1998, major leases were awarded for
expansion and relocation of the satellite outpatient
clinic at Tulsa, OK; expansion and relocation of the
collocated satellite outpatient clinic and Veterans
Benefits Administration field office at San Antonio,
TX; and establishment of a community based clinic
at Cambridge, MD, to provide greater access to
veterans. Major leases were also awarded for a
consolidated mail-out pharmacy at Leavenworth,
KS, and parking space for the St. Louis, MO, VA
Medical Center to provide improved veteran access
to medication and treatment.

VA accepted transfers of land from the Department
of the Army for 6.1 acres at Ft. Ord, CA; 39.4 acres
at Ft. Sam Houston, TX; 22.3 acres at Ft. Bliss, TX;
and a transfer of land from the Department of the
Air Force for 26 acres at Ft. McClellan AFB, CA.
VA also accepted donations of land from the State
of West Virginia's Department of Corrections for
31.7 acres of land in Pruntytown, WV; and from
Marion County Public Properties, Inc., for 9 acres
of land in Lebanon, KY.

Enhanced-Use Lease

VA broke ground for the regional office collocation
in Atlanta, GA.

VA awarded enhanced-use leases at Portland, OR,
for a Single Room Occupancy apartment building to
house homeless veterans on VA property in
Vancouver, WA; at North Little Rock, AR, for a golf
course; and at Mountain Home, TN, for 31 acres to
the East Tennessee State University (ETSU) for a
medical school.

VA is developing enhanced-use leases at Durham,
NC, for a mixed-use development project; and at
Mountain Home, TN, for use of the theater by the
ETSU Drama Department.

VA is finalizing an enhanced-use lease for Senior
Housing at Danville, IL.

National Product Standardization for
Laundry Chemicals Cost Savings

National Product Standardization for Laundry
Chemicals will produce cost savings of



approximately $3,500,000 per annum. Asa
National Performance Review initiative, a VA
standardization award/agreement was made with
Economics Laboratory of St. Paul, MN. The
agreement permits the furnishing of all laundry
chemicals to each of the 87 VA Medical Center and
Health Care System textile care processing
facilities. This 3-year fixed price agreement could
save the Department $12 million over the term of
the agreement.

Facilities Quality Enhancements

VA streamlined its facility design and construction
standards program to create a flexible, customer-
focused process that includes an award-winning,
Internet-based, Technical Information Library
(http://www.va.gov/facmgt/standard/standard.htm)
that is generating 30,000-plus hits a month. VA
and its contractors now utilize this new technical
resource to achieve the ultimate goal of creating
the finest built environments for VA at the best
value.

State Veterans Homes

VHA awarded construction grants, totaling $47.7
million in FY 1998 and obligated another $60
million in grants to be awarded in the first half of
FY 1999,

The award of the FY 1998 construction grants and
five additional grants in FY 1999 will result in
1,437 new nursing home beds and 340 new
domiciliary beds. Of these beds, 160 are
replacement nursing home beds in an older existing
State Home facility.

In FY 1998, two new State Homes for veterans
were recognized, bringing the total number of State
Homes to 93 in 42 states.

Procurement and Logistics Policy

FY 1998 marked a significant expansion in the
standardization program for medical products.
There are now 124 contracts in force covering high-
use medical/surgical and related items. The dollar
value of standard item contracts is $73 million.
Subsistence and Environmental Management items
were also added to the program. Plans are in place
for an aggressive expansion of this program.

Financial Information

The Income Verification Match program matches
financial information provided by veterans with
information obtained from the Internal Revenue
Service and the Social Security Administration.
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During FY 1998, the number of cases converted
from Category A to Category C was 58,642, Total
billables from first party converted c