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Veterans Issues in the 107" Congress

Summary

VA Budget and Appropriations. TheAdministrationrequested $50.7 billion
for Department of Veterans Affairs(VA) programsfor FY 2002. The Concurrent
ResolutionontheBudget for FY 2002 (H. Con. Res. 83) assumed that theultimateamount
appropriatedwill be$51.5billion. Congressappropriated $47.9billionfor programsfor
FY2001.

The House has approved$51.4 billionfor VA for FY 2002 (H.R. 2620); the Senate
versionof thebill contains$51.1 billion. Thedifferenceisprimarily inafundtheHousebill
createsto provide $300 millionto upgrade VA medical facilitiesfor safety, andfor
correctionsof earthquakedamages. TheHouseapproved $21.3billionfor VA medical
careprogramsfor FY 2002; the Senateversion of thebill provides$21.4billion. The
Administrationrequested $21 billionfor VA medicd carefor FY 2002, upfromthe$20.3
billionappropriatedfor FY 2001, whichwasanincreaseof nearly $1.3billionover
FY 2000. Congressapproved $19billionfor FY 2000, after adding $1.7 billiontothe
Administration’ srequest of $17.3billion. Thus, amountsapproved by bothversionsof
H.R. 2620 makecertainthat,innominal dollars, VA medical carewill haveincreased by
24% over theamount requested2 fiscal yearsearlier, anindication of theblooming
demand by veterans for VA medical care.

TheAdminigtrationsuggeststhat VV A will focusmedicd careonveteranswith service-
connected disabilities, or who haveestablished low-incomedigibility, especidly inthose
“livinginunderserved geographicareas.” Inwhat promisesto becomeamagjor issue, the
documentsforeshadow theclosing of certain VA hospital's, saying that budgetary savings
“...from the disposal of underused VA facilities will support these improvements.”

Cost-of-Living Adjustment (COLA). Congressgavea3.5%increasetoVA
compensati on payments, matching theautomati cincreasesrece ved by most federal benefit
programs. A cost-of-living adjustment (COLA) for service-connected compensation
benefit checksfor 2002 haspassed theHouse (H.R. 2540), and probably beenacted, as
Congress routinely approves that legislation.

Other Veterans Issues for the 107" Congress. President Bushsigned
H.R.801(P.L.107-14), whichimprovesM ontgomery Gl benefitsfor special categories
of beneficiaries, increasesburia andfunera benefits, providesgreater amountsfor adaptive
equipment for the severely disabled, and excludesfamily farmlandfromtheVA medicd
caremeanstest. P.L. 107-11 hasbeen enacted to expeditethecompl etion of theWorld
War || memorial on the Mall in Washington.

L egi dationtoestablish projectstodemonstratethefeas bility of rembursng VA for
medical costsincurred by someveteranswith M edicare(called Medicare” subvention”)
was supportedby many Membersin both Housesduringthe 106" Congress, but final
work onthebill wasnot completed. Subvention remainsanissueduringthe 107"
Congress. Asinstructedby P.L. 106-117, VA isal so considering changesto the cost-



sharing burdensomeveterans have for VA medicd care, and many veteransarepaying
close attention to any proposed changes.
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Veterans Issues in the 107" Congress

Recent Developments

Appropriations bills passed by House and Senate. On July 30, 2001,
the House passedH.R. 2620 (H.Rept. 107-159), abill to provideFY 2002 appropriations
to VA, Housingand Urban Devel opment (HUD), and severa other independent agencies.
The Senatepasseditsversionof theVA-HUD bill on August 2, after amendingit withthe
text of theamended bill (S.1216) reported fromthe Senate Committeeon Appropriations
(S.Rept. 107-43).

Presidentsigns P.L.107-14. OnJuneb5, 2001, President BushsignedH.R.
801(P.L.107-14), abill toimproveveteranseducation programs, andtoincreaseburial
benefits (and for other purposes).

Presidentsigns P.L.107-11. OnMay 28, 2001, President BushsignedH.R.
1696 (P.L.107-11),, abill toexpeditethecompl etion of theWorldWar 1| memorial on
theMall inWashington. Thelocationand design havebeenapproved, andthenew law
would limit attempts to reopen the memorial planning to further review.

Congress approves H.Con.Res. 83, the Concurrent Resolution on
theBudget for FY2002. OnMay 10, 2001, the Senate approved the Conference
Report (H.Rept. 107-60) onthebudget resol ution, H.Con.Res. 83; theHouseapproved
the report the previous day.

HousepassesH.R.811. OnMarch 27,2001, theHouseacted to authorizethe
congiruction projectsfor improving, renovating, and updating VA patient facilities. Thebill
wouldauthorize the expenditure of $550 millionfor construction purposes, withthe
ultimate amount dependent on actual appropriations.

OMB approves request for 100% loan guarantees for homeless
veterans. TheOfficeof Management and Budget (OM B) hasagreedtoimplement the
transitional multi-family housing program for formerly homelessveterans. Congress
includedtheprogramfor upto 5,000 such guaranteesfor formerly homelessveteranswho
aredemonstratingtiestothework force, intheV eterans ProgramsEnhancement A ct of
1998(P.L. 105-368). Under provisionsof theAct, VA isrequiredto submit arequest for
awaiver fromOMB, if it wishestoincludeamong theprogram projects, mortgages
guaranteed for 100% of the mortgage value.

Smith selected new chairman of House Committee on Veterans
Affairs; Specter begins the 107" Congress as chairman of Senate
Committee on Veterans Affairs, to be replaced by Rockefeller as the



CRS-2

Majority shifts to the Democrats. Representative Christopher H. Smithisthenew
Chairman of the House CommitteeonV eteransAffairs. ThepreviousChairman, Bob
Stump, finishedthreetermsas chai rman, themaximum permitted under currentrules
adoptedby the M gj ority and has movedonto the chairmanshipof theHouse Armed
ServicesCommittee. TheChairman of the Senate CommitteeonVeteransAffairsduring
the 106" Congress, Senator Arlen Specter, returned aschairmanfor thebeginning of the
107" Congress. With Democratsascending totheMajority inthe Senatein June, the
Chairmanship will shift to Senator John D. Rockefeller, V.

Bush chooses VA Secretary. President Bush selected, and the Senate
approved Anthony J. Principi tobe Secretary of VA. Principi served asActing Secretary
during 1992-1993, and asDeputy Secretary from 1989-1992. Morerecently, Principi
chairedthe Congressional Commissionon ServicemembersandV eteransTransition
Assigtance, whichexamined programstoassist veteransinthe r readjustment tocivilianlife.

Introduction

Federal policytowardveteransrecognizestheimportanceof their servicetothe
nation, andthe effect that servicemay have ontheir subsequent civilianlives. The
Department of Veterans Affairs(VA) adminigters, directly orinconjunctionwith other
federal agencies, programsthat providecompensationfor disabilitiessustained or
worsenedasaresult of activeduty military service; pensionsfor totaly disabled, poor war
veterans; cashpaymentsfor certain categoriesof dependentsand/or survivors; free
medical carefor conditionssustained during military service, and medical carefor other
conditions, muchof whichisprovidedfreetolowincomeveterans, education, training,
rehabilitation, andjob placement servicestoass st veteransuponther returntocivilianlife;
|oan guaranteesto helpthem obtain homes; lifeinsuranceto enhancefinancial security for
thelr dependents; and burial assistance, flags, grave-sites, and headstoneswhenthey die.

The Veteran Population

Therewereabout 24.4 millionveteransasof July 1, 1999, of whom19.3millionhad
servedduring at | east oneperiod defined aswartime. Family membersand survivorsof
veteranstotal ed about 45.5million. Thus, VA isapotential sourceof benefitsfor about
one-fourth of the population of the United States.

Thenumber of veteransisdeclining, andtheir averageageincreasing. Themedian
ageof veteranswas57.7 years; 36%wereover 65yearsof age; about 4.6%werefemae.
The VA projectsadecline of about 26%inthenumber of veteransbetween 1990 and
2010, downfromoneof four menin 1994 tooneof eightin 2010, half of whomwill be
over age 62.

Declineinthes zeof military forces, and thecorresponding effect that declinehashed
onthenumber of personsentering veteransstatus, meansrel atively stablenumbersof
compensated veteransand fewer veteransseeking readjustment for postserviceeducation



CRS-3

andtraining. Thenumber of disabledwartimeveteransreceiving pensionsisdeclining
becauseof thedeathsof existing beneficiariesand becauseveteranswho might oncehave
dependedon VA pensionsasasocial safety net now have other sources of social
insurance, primarily Social Security, that bringtheirincomesabovetheV A pension
eligibilitylevels. However, theincreasing average ageof veteransmeansadditional
demandsfor medical servicesfromdigibleveterans, asaging bringson chronicconditions
needing more frequent care and lengthier conval escence.

Overview of the Department of Veterans Affairs

TheVAisdividedintothreeadministrative structures. TheV eteransBenefit
Administration, theV eterans HealthAdministration, and the National Cemetery
Administration. VA programsarefunded through 22 appropriations(including six
revolving fundsrecei ving gopropriations), ninerevol ving fundsnot recel ving appropriations,
two intragovernmental funds, one special fund, and seven trust funds.

Thecashbenefit programs, i.e., compensation and pens ons(and benefitsfor eigible
survivors);readjustment benefits(educationandtraining, special assistancefor the
disabled); homel oan guarantees; and veteransinsuranceandindemnitiesaremandatory
(entitlement) spending, although required amountsareannually appropriated. Veterans
entitlement benefitswereonceincreasingrapidly, but now arearel atively stablefederal
obligati ontoadeclining population of igiblebeneficiaries, and constituteabout 53% of
VA spending.

Theremaining programs, primarily thoseassociated withmedical care, facility
construction, and medical researchareannua discretionary appropriations, asarefunds
for thecostsof administeringV A programs. Unliketheratio of entitlement spendingto
discretionary spendingintherest of thefederal budget, theentitlement portion (income
security, mostly for disability compensation; pensi ons; and education benefits) of VA is
declining asapercent of total VA spending. InFY 1976, entitlementsconstituted 73% of
VA’ sbudget, withtheremaining 27%, discretionary appropriationsfor VA heathcare,
administration, and construction. By FY 2000, V A discretionary spending hadrisento
47%of VA’ stotal budget. For theentirefederal budget, about one-third of spendingis
discretionary.

Cash benefitprograms. Under entitlement programs, definitionsof digibility and
benefitlevelsareinlaw. During FY 2000, about 2.3 millionveteransdrew an averageof
$561inmonthly compensationfor service-connected disabilities; about 303,000 of their
survivorsaveraged about $970in monthly payments. Pensionsfor 373,000 veterans
averaged about $524 monthly; 266,000 survivorsof veteranspensi onersaveraged about
$221 monthly. About 266,000 veteranswerereceiving readj ustment educati on benefits,
averaging $3,241 annually.

Medical care. VA operatesthenation’ slargest health caresystem, with 172
hospital's, 132 nursing homes, 40 domiciliaries, 206 readjustment counseling centers(V et
Centers), 73homehealth-careprograms, and over 800 outpatient clinics. About 91% of
VA’s205,000 employeeswill beinvolvedinthe provisionof medicd servicestoan
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estimated4.1 millionveteransduring FY 2002. TheFY 2001 casel oad wasabout 3.9
millionunique patients. V A health carecontinuesto placeincreasing emphasison
outpatient care: accordingto VA dataaccompanyingtheFY 2002 Budget, theinpatient
casel oadfor FY 2000was 718,000, proj ected to declineto about 681,000 patientsby the
endof FY 2002. Incontrast, outpatient visitswill increaseby 1.4millionto40.6 million
over that sameperiod. Nearly all categoriesof inpatient careshow declining numbers
admitted. Theexceptionisnursinghomeandresidential care, whichisprojectedto
increase 9% over the period, to anaveragedaily censusof 45,000 veterans, 51%of the
veterans receiving inpatient care in all venues.

VA Budget and Appropriations

VA Appropriations in the 107" Congress

FY2002. Accordingtocongressiona estimates, the Administration requested $50.7
billionfor Department of V eteransAffairs(VA) programsfor FY 2002. TheConcurrent
ResolutionontheBudget for FY 2002 (H.Con.Res. 83) assumed that the ul timateamount
appropriatedwill be$51.5billion, afterimprovementstotheMontgomery Gl Bill and
veterans burial benefits are adopted. Conferees on the Resolution rejected
recommendationsapproved by each Housethat would haveprovidedfor additional VA
spending. TheHousehad approved $52.3billionandthe Senate $53.8billion, intheir
respective versions of the Resolution.

InpassingH.R. 2620, theHousehasapproved $51.4 billionfor VA programsfor
FY2002; the Senateversionof thebill contains$51.1 billion. Thedifferenceisprimarily
inafundthe Housebill createsto provide$300milliontoupgradeV A medicd facilities
for safety, and for corrections of earthquake damages.

Congressappropriated $47.9billionfor programsfor FY 2001, $25.5billionof which
wasfor mandatory spendingfor VA cashbenefit programs. Mandatory spendingfor VA
entitlementsisprojectedtoriseby $1.8billionduring FY 2002, toatotal of $27.3billion.
Congressprovided $22.4 billionfor discretionary programsfor FY 2001, $20.3 billion of
whi chisfor medical care. The Administrationrequested $23.4 billionfor discretionary
programsfor FY 2002; Housebill approved $24.05billion, the Senate approved $23.83
billion. TheAdministrationrequested $21 billionfor medical carefor FY 2002; theHouse
approved $21.3 billion, the Senate provided $21.4 billion.

Duringthelast 2 fiscal years, Congresshasaddedtotherequestfor VA medical
servicesfunds, providingincreasesof $1.7 billionfor FY 2000, and $1.3billionfor
FY 2001 (ineach case, comparedtothepreviousfiscal year). Theseaddedfundshave
permitted theV A toencouragemoreveteranstoenroll in VA health plans, andtomeet the
medica serviceexpectationsof thissubstantialy increased casel oad of veterans. Congress
canexpect pressureto sustain, and perhapsfurther expand VA medicd care, especidly
asmoreveteransbecomefamiliar withitsvalueinthemodern eraof insecurehealth
insurance coupled with high cost prescription drugs.
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Finally, further growthinappropriationsfor VA medical caremight beentailed, as
V A beginstoimplement legid ation enacted during the 106" Congress (P.L. 106-117; P.L.
106-419) toimprove extended careand ass sted living arrangementsfor anaging veteran
population.

VA Appropriations in the 106™ Congress

FY2001 (P.L. 106-377). Congressappropriated $47 billionfor VA programsfor
FY 2001, $55 millionmorethantherequest, a$2.7 billionincreaseaboveamountsfor
FY 2000. About $1.3hillionof theincreaseinV A appropriationsfunded medical carefor
veterans, mar king continued expansion of VA’ scapacity to providemedical servicesto
an increasing number of veterans and in more locations.

FY2000 (P.L. 106-74). Congressprovided $44.3billionfor VA for FY 2000,
including $19billionappropriationfor medical care, a$1.7 billionincreaseabove FY 1999
and$.7 billionmorethanrequested by the Clinton Administration (whoseinitial FY 2000
budget request for VA entailed afreeze to medical care funding).

Additional informationon VA appropriations for FY 2001, see CRS Report
RL 30504, Appropriations for FY2001: VA, HUD, and Independent Agencies.

Spending for VA Programs

VA Cash Benefits. SpendingfortheV A cashbenefit programsismandatory,
andthe amountsrequested by thebudget arebased on projected casel oads. Definitions
of eligibility and benefitlevelsareinlaw. Much of theprojectedincreasesfor FY 2001 and
FY 2002 resultfromliberalizationstotheMontgomery Gl Bill, theprimary education
program. Whilethenumber of veteransisdeclining, V A entitlement spending, mostly
Service-connected compensation, pensions, and Montgomery Gl -Bill education payments,
roseby $18 millioninFY 2000, to$23.4 billion, andisprojectedtorequire$24.6 billion
inFY 2001, and$27.3billionin FY 2002, notincluding changestotheMontgomery Gl -Bill
that Congressisconsidering, andfor whichfundswereassumedintheConcurrent
Resolution for FY 2002 (H.Con.Res. 83).

TheBalancedBudget A ct of 1997 included| anguagethat endedthelong-standing
V A practiceof paying compensation and pension benefitson Friday, whenthe 1 day of
themonthoccurredonaweekend. P.L. 106-246 repealedthe 1997 language, clearing
the way for Friday paymentswhenthemonth beginsduring aweekend. Thischangehad
the effect of shifting $1.8 billioninspendingfromwhat would havebeenrecorded as
FY 2001 expenditures, back to FY 2000.

Veterans Housing Benefits. TheV A programtoguaranteehomeloansfor
veteranshasmadeasignificant contributiontothenational goa of increasingthenumber
of familieswhoowntheir ownhomes. Becauseof theguarantees, lendersareprotected
against | ossesupto the amount of the guarantee, thereby permitting veteranstoobtain
mortgageswithlittleor nodown payment, and with competitiveinterest rates. These
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guarantees, and certaindirect | oansto specific categoriesof veteranswereobligationsof
thefederal government that constituted mandatory spending; administrativeexpensesare
discretionary appropriations transferred fromthehomel oan programstothe General
Operating Expenses account.

Table1showstotal appropriationsfor FY 2001, and requested appropriationsfor
FY 2002, and amounts approved by the House and Senate.

Table 1. Appropriations: Department of Veterans Affairs,
FY2000-FY2002

($ in millions)
FY 2002 FY 2002
House Senate
FY2001 FY2002 H.R. H.R.

Program Enacted Request 2620 2620
Income security

- Comp.; pensions; burial $23,356  $24,944  $24,944  $24,944

- Insurance; indemnities 20 26 26 26
Education, training

- Readjustment benefits 1,981 2,135 2,135 2,135

- Msc. loan, admin. exp. 1 1 1 1
Housing programs

- Current (admin. exp.) 163 165 165 165

- Indefinite 166 204 204 204
Medical programs

- Medicd care? 20,282 20,980 21,282 21,380

- Medical research 351 360 371 390

- Med. admin. and misc. 62 68 67 68

- Health serv. improvement fund — (121) —
(receipts)
Construction

- Mgjor construction 66 183 183 155

- Facility rehabilitation fund — — 300

- Minor construction® 171 179 179 179
Other

- Gen. Operating Expenses 1,050 1,195 1,196 1,195

- Office of Inspector Gen. 46 48 52 48

- Grants, state nurs. homes 100 50 100 100

- Grants, state cemeteries 25 25 25 25

- Nat'l Cemetery Admin. 110 121 121 121

- Parking revolving fund — 4 4 4
Mandatory (entitlements) 25,522 27,309 27,309 27,309

Discretionary (includ. MCCF) 22,426 23,377 24,046 23,830
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Total VA Appropriations (rounded) 47,948 50,686 51,355 51,139

Source: FY2002 Budget Justification for the Department of Veterans Affairs, H.Rept 107-159; S.Rept.
107-43; H.Rept. 107-148

& The amounts shown for medica care are net, after rescissions, and after adding transfers from the
Medical Care Collections Fund (MCCF), which consists of payments from sources responsible
for a share of cost for services provided to certain veterans. The MCCF collected $564 million
in FY 2000, and is estimated to collect $639 million in FY 2001, and $691 million in FY 2002.

® Amounts shown under Minor Construction include projects paid from the Parking Revolving Fund,
totaling $6.5 million in FY 2001, and estimated to be $4 million in FY 2002.

Medical Care. TheHouseversionof H.R. 2620 provides$21.282billionfor VA
medical carefor FY 2002; the Senateversionof thebill contains$21.380billion. The
Bush Administrationrequested $20.980billion. Congressapproved President Clinton’s
recommendation of $20.3billionfor VA medical carefor FY 2001, anincreaseof nearly
$1.3hbillionover FY 2000. Congressapproved $19billionfor FY 2000, after adding $1.7
billiontotheClinton Administration’ srequest of $17.3billion. (Theappropriationwas
reduced by $79.5million by theacross-the-board cut of 0.38% mandated by P.L . 106-
113.) TheAdministrationhadinitialy requested thesameamount for FY 2000 ashad been
appropriatedfor FY 1999, afreezein partintendedtoforceefficiencieswithinthe VA
medical system. Facedwith mountingcriticismin Congressof therequested levels, the
Administration added $1 billion to its original request.

Inaddition, the BalancedBudget Act of 1997 (P.L. 105-33) gave VA authority to
retainnet recel ptsof theMedical CareCollectionsFund (M CCF), allowingthefundsto
be spent for medical servicestoveteransrather thanbetransferredtothe Treasury as
under previouslaw. Current estimatesarethat the changeadded an estimated $583
millioninrecycledspendi ngauthority in FY 1999, $564 millionin FY 2000, andis
projectedto add$639 millioninFY 2001,and$691 millioninFY 2002. TheHouse
Appropriations Committeereporttoaccompany H.R. 2620 (H.Rept. 107-159) also
projects$121 millionwill bereturned asasset liquidations, whichwill dsobeavailablefor
spending by VA medical facilitiesin the region responsible for acquiring that savings.

Medicalresearch. TheHousebill provides$371millionfor VA researchin
FY 2002;the Senateversionof thebill provides$390 million. The Administration
requested $360 millionfor medical research projectsfor FY 2002. Congressappropriated
$351 million for research projects for FY 2001, and $321 million for FY 2000.

Responseto Hepatitis C(HCV). A VA survey in1999foundthat theveterans
it surveyedhad aprevaencerateof 6.6%, comparedtoanestimated 1.8%inthegeneral
population. Leading veteransgroupsand somehealth careprofessiona shaveadvocated
anaggressiveresponseby V A to combat thecontagiousthreat, andthe Administration’s
budget estimated that funding for thediagnosi sand treatment of infected veteranswoul d
riseto$340millionin FY 2001, upfrom$195millionin FY 2000, and $46 millionin
FY 1999.
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However, VA analystswereconcernedthat “...nocomprehensivesystemwasin
placeto collectinformation about actual workloadsand costs’ for the HepatitisC program
becausethe projectionsfor them “were basedonformul asthat reliedonuntested
assumptions” and* actual performance(particularlyfor FY 2000) didnot bear out
projections.” Thus, theAdministration’ splanning documentsproject that theamount spent
onevaluationof thoseat risk for thedi sease, diagnosis, and treatment will not exceed $152
million of FY 2002 medical care appropriations.

VA Construction. TheHouseversionof H.R. 2620 provides$183millionin
maj or construction; the Senateapproved $155million. The Administration hasrequested
$183 millionfor major construction. BoththeHouseand Senatebillsapprovedthe
Adminigtration’ srequest for $179 millionfor minor constructionfor FY 2002. TheHouse
a sogpproved $300millionforimmediaterehabilitation of medical facilitieswith concerns
about patient safety.

Congressprovided $66 millionfor mgjor construction, andatota of $171millionfor
minor constructionfor FY 2001. Mg or construction projectshavean estimated cost over
$4million. Many of theminor construction projectswill continueV A’ soveral strategy of
expanding outpatient access. P.L . 106-74included $65 millionfor major construction, and
$160millionfor minor construction (projectswith an estimated cost under $4 million), for
FY 2000.

Program Administration. Bothversionsof H.R. 2620 essentially approvethe
Adminigtration’ srequest for fundsfor administration, including $1.195billionfor Generd
Operating Expenses(GOE), and $68 millionfor medica adminigtrationfor FY 2002. P.L.
106-377included $1.050 billion of therequested $1.062 billionrequested for GOE, and
$62millionfor medical administrationfor FY 2001. P.L. 106-74 provided $913million
for GOE, and $60 million for administration of the medical care programs for FY 2000.

VA EmploymentEstimates. TheBush Administrationprojectsoverall VA
employment will declinetoanaverageof 204,670in FY 2002, downfromanaverage
205,896 during FY 2001, whi chwasupfromanaverageof 202,621 during FY 2000, and
205,547inFY 1999. Muchof thedeclinewill beinmedical staff, which VA projectswill
average 179,300during FY 2002. Currently, VA projectsthat VA medical caredotswill
average181,500inFY 2001. VA originally estimated that 179,206 medical careslots
wereneededfor FY 2001, comparedtoan179,520in FY 2000, and 182,661 in FY 1999.

Veterans Issues Continuing in the 107" Congress

Medical Care

Inrecent years, Congresshasinvested substantia resourcestoimprovetheefficiency,
quality and breadth of VA medical care, andto makethat caremoreaccessibletomore
veterans. TheV A medical caresystemhasbeentransformed fromahospital-based
program providing most of itsservicestoinpatient treatment of arelativelysmall
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percentageof veteranswhotendedto beolder, sicker, poorer, and morefrequently
minoritiesthanthegenera population. WhileV A continuesto provideinpatient trestment
toitstraditional clientele, theV A systemisincreasingly emphasizing outpatient care,
administeredthroughregiona V A health plans, organized around managed primary care
principles, and providedinanincreasing number of outpatient clinics. Thenumber of
individual veterans served by VA medical care staff has more than doubled in 4 years.

Astheaverageageof theveteranspopul ationrises, moreattentionisbeingdirected
toward theadditional medical i ssuespertinent to ol der aged patients. The 106" Congress
enactedlegidationdirecting V A toexpanditsgeriatric services, including nursinghome
careand other extended carecapacity, andtodevelopmore* assistedliving” arrangements
and practicescond stent withanevol ving medica view about improvingthelivesof elderly
people. Atthesametime, anincreas ngrelianceon outpatient serviceshasincreasedthe
importanceof VA’ spharmacy program, initsroleimplementing outpatient treatment plans.
Theincreasingawarenessof VA pharmacy benefitshasmagnifiedtherel ativeabsenceof
similar benefitsunder Medicare, theprimary federal medical program serving peopleover
the age of 65.

Veterans are not denied care. Currently, VA medical personnel can be
expectedto providemedical servicestoall veteranswho appear at VA medical facilities
seekingcare. V eteransseeking appoi ntmentsmay sometimesbediscouragedby VA
administrativestaff from havingtheir medical needsservedthrough VA, and encouraged
to seek heal thcare servicesd sawhereinthecommunity. Inpractice, however, dl veterans
presenting health complaintsto VA medical facilitiesare screened todeterminetheir
medical condition; thedisposition of most casesoccurssmultaneoudy with that screening.

Forinstance, aveteran complaining of asorethroat asksto seeadoctor; VA medica
staff examine the patient, diagnoseaninfection, prescribean gppropriateantibiotic, which
isthenfilledat anon-site VA pharmacy. If, duringthisscreening, apatientisdiscovered
ashavingan“emergent” condition (acondition, that |eft untreated, couldthreatenthehedth
of the patient),the medical staff canbeexpectedtoinitiatean appropriatecourseof
treatment without regard to eligibility status.

Intheevent that themedical staff commitment toaddressall complaintswastocome
intoconflictwithresourcelimitations, VA’ smedica careprofessona swouldalocatethe
servicesthey could provideaccordingto thetraditiond triagemodel : applicantswould be
givenaccessto carebased ontheurgency andtypeof conditionspresented, and those
veteransmostinneed of carewouldbegivenhighpriority for servicesregardlessof those
veterans overdl placeinthepriority scheduleadministered by VA health careresource
management.

Thispotential sharp contradictionbetweenmedica and adminidrativeprioritieshas
not occurred. Appropriated resources, andtheshift of moreservicesfrominpatientto
outpatient settingshasallowed V A toserveall veteransapplyingfor care, without denying
caretoany particular veteranwithamedical needidentified by VA medicd professionals.
Whilesomeveterans have complainedthat servicesarenot giventotheminthesame
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manner or location asthey had previoudy experienced, thischangeisnot itself adenial of
care, but rather a byproduct of the efficiency efforts.

Y et, someareasof thecountry continuetofeel thepinch of reduced VA medical
resources, asprogramsdependent uponinpatient capacity giveway to outpatient services.
Shiftingresourcesfromunderutilizedinpatient careto outpati ent clinicsincreasesthe
number of veterans who can be servedby thesamenumber of VA medical personnel;
75% of the VA medical carebudget funds medical carepersonnel, either asfederal
employeesor through contracted care. Atthesametime, thisshiftinresourcescanresult
inthetermination of programsthat oftenrely uponinpati ent capacity, especially those
concernedwithmental heathand substanceabuseprograms. VA patientstendtobe
“older,sicker, poorer,and morelikely tohavesocial problemsand mental illnessthan
persons using private health care facilities.”*

Cost-sharing for veterans. Medical care for the treatment of service-
connected conditionsisfreetoveterans. Carefor nonservice-connected conditionsisalso
freefor veteransratedat 50% or greater for purposesof VA compensationfor service-
connected conditions? Thelargest category of other veteransdligiblefor freg, nonsarvice-
connectedcarehave limitedassets (bel ow $50,000) andincomebel ow anannually
adjustedstandard(in2001, $23,688, single; $28,429, onedependent; $1,586 each
additional dependent). Veteransawarded aPurpleHeart forinjuriessustained during
combat areexempt from copaymentsfor medical services, but may remain subjectto
copaymentsfor pharmacy benefits. Other veteranswho may bedligiblefor freecare, are
thosewho wereexposedto environmental contaminants(suchasAgent Orange, during
service in Vietnam), or who were prisoners-of-war.

Remaining veterans(Priority 7) areprimarily veteranswhodonot havearatingfor
acompensableservice-connected disability, arenot seeking carefor acondition potentia ly
traceableto an environmental hazard encounteredin Vietnam or the Persian Gulf, donot
meet other specific criteriaassoci ated with thecircumstancesof themilitary service, and
have incomesand assetsabovetheVV A medica caremeanstest. ThesePriority 7 veterans
can receive VA care, but are obligated for a share of the costs of such care.

For inpatient care, copaymentsareequiva ent to theM edi carecost-sharing schedule.
For 2000, veterans pay $796 for thefirst 90 daysof hospitalization duringany 365day
period, plus $10 per day; eachadditional 90daysrequiresacopayment of one-half that
initial amount, plus $10 per day; thenursinghomechargeisequal tothefull amount, plus
$5perday. For outpatient care, veteransareobligated for 20% of theprojected average
cost of anoutpatient visit. Thisformulayieldsacopayment of $50for outpatient visitsin
2001. Veterans(single, no dependents) withincomesabove$9,304in 2001 areobligated
for $2 for each monthly outpatient prescription filled through the VA pharmacy system.

'FY 2000 VA Budget Submission, v. 2, Medical Programs, p. 2-8.

2Although the law specifies that veterans with 50% or greater disability ratings are assurred
free VA medical care, in practice, VA generdly does not seek cost-sharing payments from
veterans with service-connected disability ratings of 10% or greater.
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Changesduein VA copaymentschedule. Under authority of theMillennium
HealthCareAct (P.L.106-117),V A hasbeengiventheauthority torevisethecost-
sharingstructureto bring copaymentsmoreintolinewith prevailing private sector
practices. Thesechangeswill greatly aid veteranswho seek carein V A facilitiesbecause
of lack of healthinsuranceel sewhere, or becausetheinsurancethey have(including
Medicare) does not provide much in the way of coverage for prescription drugs.

Priority 7 veterans(often called Category Cveterans, based onapreviousaccess
priority schedul€) who seek carefor anonservice-connected conditionfromV A medica
facilitiesbecomeobligated for copayments. Giventherelatively highcopaymentforaVA
outpatient visit ($50), many veteransexpressdismay whentold that they owean outpatient
visit copayment evenif they areonly seekingto have aprescriptionfilledby avVA
pharmacy, at a$2 per month copayment. Many of theseveteransseek carefromVA
becausethey havebeen givenan expensiveprescription by another medical careprovider,
and they do not have insurance benefitsthat will pay the cost of that prescription.
Frequently, theseveterans are coveredby Medicare, and do not understand why they
shouldneedto seetwo providersat government expense, whenitisthesameconditionto
be treated.

Asaresult of instructions giventotheDepartment by P.L. 106-117, VA isworking
toward anew copayment schedul e, with outpatient visitsreportedly near $15for thefirst
visit for aspecificcondition, and aprescription copayment of $5monthly. Most veterans
inPriority Categories1 through 6 would not pay copaymentsfor outpatient visitsfor
medical caregivenfor nonservice-connected conditions, although someveteranswho
qualifyfor freecarebecause of | owincomesmay beobligatedto pay copaymentsfor
prescribed medications.

It shoul dbe notedthat VA does not operateapharmacy inthesamesenseinwhich
adrugstorecanbeexpectedtofill prescriptionsacrossthefull spectrumof available
medical supplies. VA operatesapharmacy inconjunctionwiththetreatment plans
devel opedby VA medical staff for treating specific conditionsamong itspati ent-veterans.
Inorder toimprovetheefficacy of itstreatments, and to maximizethebargaining position
of VA pharmaceutical purchasingagents, VA staff developedalimitinglist, calleda
formulary, that guidestheV A physicianin prescribing drugsfromamong thosethat have
similar effectiveness? Thus, aV A physician must seeaveteraninorder to prescribedrugs
for that patient,bothtoassurethat VA quality of carecriteriaarerespected (and will
continueto devel op through stati stical examination of patient outcomes), andto matchthe
veterans prescription needs with those available through a VA pharmacy.

The107" Congresswill likely continueto encouragethedirectionstaken by the VA
medical programover thelast few years. Intheabsenceof acomprehensiveprescription
drugbenefit under theM edicareprogram, veteransotherwisedigiblefor Medicarebenefits
will continueto seek pharmacy benefitsfromV A, andwill continuepressureon Congress

*The VA pharmacy formulary does not prevent a VA physician from prescribing outside the
formulary, provided the physician has a medical justification for doing so.
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andthe Department to modify theamountsveteransobligated for cost-sharing payments
are expected to pay for outpatient visits.

A summary of recent VA medical care legislation. Inadditionto the
substantial increasesinfundsfor VA medical care providedthrough the last two
appropriationshills, theauthorizing committeeshaveal sobeen actively involvedin
expanding thescopeof VA medica care. Thecenterpieceof VA medicd careauthorizing
legislation during the 106" was P.L.106-117, the Millennium Health Care Act.

Thel egislationaddedto extended careservicesfor veterans, including geriatric
evauation, nursinghomecare, domiciliary services, adult day hed th care, non-ingtitutional
alternativestonursinghomecare, homeor residenceass stance, andrespitecare. TheAct
instructed VA to assureaccessfortheservicestoany veteranwhoneedssuchcarefor a
service-connected condition, andto any veteranwith aservice-connected disability rated
at 70% or higher.

Languageinthe Act alsoinstructedV A toincrease emphasison mental health
services, especially suchservicesapplicableto post-traumatic stressdisorder and
substanceabuse. TheAct alsoauthorized V A to pay for emergency careonbehal f of
uninsured, enrolled veteranswho arewithin 2 yearsof havingreceivedV A hedthcareat
the timeof the emergency. Thenew law authorized V A toincrease, from$2 monthly, the
copayment obligationonthoseveteransineligiblefor freeprescriptions; establisha
maximummonthly and annual amount for veteranswithmultipleprescriptions; andrevise
outpatient care copayments for higher income veterans.

P.L.106-117 gavehighpriority accesstoVV A medica servicesfor military retirees,
whichhadthe effect of placing priority accessfor military retireesahead of veteranswho
do not qualifyforfree, rdatively high-priority carebecausethey do not meet thestandards
for service-connectedfree care, andthey donot haveincomesand assetsbelow VA’ s
means-testedthreshold. Also, veteransawarded aPurpleHeart arenow tobegiven
accesstofree, higher priority healthcare. 1t should benoted, however, thepriority access
has not hadthe eff ect of denying careto any veterans, astheV A hedth planenrollment
system has remained open to all veterans who enroll.

L atei nthe 2"'Session, the 106" Congressenacted P.L . 106-419, whichincluded
languagetofurther refinetheintent of theP.L. 106-117. Numerousamendmentstothe
VA medical personnel and patient record-keeping administrative structurewereadopted.
Inaddition, thebill expanded thescopeof conditionsto beregarded asservice-connected,
and extended eligibility to certain categories of reservists.

Medicare Subvention. Work will likely continueonrationalizingtherelationship
betweenthe VA and M edi care programs. Many veteransadvocateshavesuggested that
V A should a sobereimbursed for nonservice-connected careV A providesveteranswho
areal socoveredby M edicare. (Medicaresubvention, meaning atransfer or subsidy from
the Medicare trust funds, is the term by which this proposal is known.)
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If Medicareweretotransfer fundsto cover thecost of VA’ sservicestoitsexisting
casel oad of patientswho area so covered by Medicare, M edicareprogram outlayscould
increase, and VA would experienceanincreasein spending authority. Ontheother hand,
if VA servedadditional veteranswhosecareiscurrently paidby Medicare, andif VA
providedthat carelessexpensively than providerswhowoul d otherwisebereimbursed
through Medi care, thenreal savingscould bepossible, bothtotaxpayersandtoMedicare.

Offset against thispotential savingswouldbeany costsaccruedby V A for services
to additional patients,andfor benefitsthat VA providesthat M edicaredoesnot cover for
itsparticipants, such asprescriptiondrugs. |f subvention causedthegovernmentto
providemoreintotal servicesthanwould otherwisehavebeen provided, overall federal
spending wouldincreaseunl esssavingsinthecost of providingthoseservicesthroughVA
instead of through M edi carereimbursement of privatehealth careprovidersequalsor
exceeds the cost of the additional services.

Oneapproachreceiving attentioninthelast two Congresseswould have permitted
veteranswithMedicaredigibility, whoseV A dligibility requiresthemtoshareinthecost
of their medical care,toenroll inaVA planandhavetheir Medicarebenefitsprovided
throughthat plan. Medicarewouldthen pay V A thesamerate, per covered person, that
itwouldpay for those personstoenroll inasimilar privateprepaid plan approved by
Medicare.

MedicaresubventionwouldrequireV A and the Department of Healthand Human
Services(HHS) tocoordinatethecollection of data, whichwould beanalyzed to make
surethat no Medicare-eligibleveteranreceiveslessin medical benefitsthroughV A than
wouldbereceiveddirectly through M edicare, and that reimbursementstoVA from
Medicare do not exceed established limits.

Under legislationdeliberatedintheprevioustwo Congresses, theMedicare Trust
Fundwoul dhave beenauthorizedto reimbur seV A for Medicareservicesit providesto
thesedually-coveredveteransby upto $50 millionannually. VA would servethe
Medicare-covered veteransintheseplansinthemost appropriatevenue, whetherinaVA
facility, or through contracts with private health care providers.

L ateinthe2™Sessionof the 106" Congress, anamendedversionof the evolving
M edicare Subvention proposal wasdeliberated duringthedevel opment of legidationto
enact comprehensive changestoMedicare. Variousparticipants, includingtheHouse
Waysand M eansCommittee, the House Commerce Committee, the Senate Finance
Committee, together with Houseand Senateleadership, proposed an agreement, called
The Medicare, Medicaid, and SCHIP Benefitsand I mprovement and Protection Act
of 2000, whichwasthenattachedtoH.R. 2614, abill to amendthe Small Business
Investment Act. The agreement passed the House on October 26, 2000, but the
provisionsto establishaM edicare Subvention pilot programweredropped fromthehbill
before action was taken.

Another approach deliberated duringthe 106" Congress, that addressed someof the
sameissuesindual Medicare/\VV A medical coverage, would havepermitted VA to pay
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someof thecostsassociated withtreatmentsgiventoaveteraninanon-VA medical
facility, when VA determinedthat itisintheveteran’ smedica interest toprovidesuchcare
outside VA for practical reasons, such asthedistanceaveteran might needtotravel to
reach an appropriate VA medical facility.

Four pil ot projectswereto beauthorized, andtheprojectssel ectedweretobe
locatedinsuchaway astolimitthenumber of veteransppartici patingto nomorethan 15%
of thoselivinginthearea; 70% of theveteransintheareamust havetravel of morethan
2 hourstoreachafacility; andthetotal that could bespent ontheprojectsinany fiscal
year wastobelimitedto $50 million. Thepilot projectswereto expirein2005, and
adverse effectson VA medical facilities would have prompted changes in projects.

Proponentsof theseprovisionspointed totheincreased accessthat woul d result from
veteransbecoming ableto seek carecloser totheir homes, and noted that the number of
veteransseeking carefromV A isincreas ngfast enoughto compensatefor diminished
demand at thefacilitiesaffected. Ineffect, theprovisionswould havealowed VA topay
costs, including copaymentsanddeductibl es, for veteransin VA planswhowerea so
covered by other plans, including Medicare.

Opportunities for veterans to seek care elsewhere alarms some veterans
organizations, whobelieveit couldleadtoanerosionof VA specializationinveterans
disability services, and declinesinthenumber of veteransseeking servicesat VA medical
facilities. They concludethat such changes, when combinedwith VA efficiency moves
shifting carefrominpatient facilitiesto outpatient clinics, would meantheeventual closing
of VA hospitals.

Other Issues

Cost-of-living adjustments (COLA). TheHousepassedH.R. 25400n July
30,2001, whichwould provideV A compensation programswithaCOLA (estimatedto
be 2.5%) beginning withchecksissued January, 2002. Whilethe Senatehasnot yet taken
actiononthebill, movement toward enactment can beexpected beforetheend of the 1 *
Session of the 107" Congress.

Withthe exceptionof the service-connecteddisability and survivorsprograms,
veterans cashprogramsareful ly and autometicaly adjusted eachyear for changesinthe
cost-of-living adjustment (COLA) inthesamemanner grantedto most federal benefit
programs, including Socia Security. Why thesetwoimportant federal obligationsarenot
alsoautomatically linkedtotheofficial measurement of changestothecost-of-livingis
largelytactical: instead of amending VA lawto make COL A automatic,the strong
commitment totheseprogramsmeansthat | egid ationto providean annual adjustmentis
suretoreceiveprocedural attention, evenduringthefranticdaysat theend of alegidative
sessionwhenfloor timetocongder billsisat apremium. Tofacilitatethepassageof other
veterans| egi sl ation when Congressbecomespinchedfor time, theHouseand Senate
CommitteesonV eteransAffarsreport|egidationeachyear that providesfor anincrease
totheseprogramsequal totheincreasesautomatically appliedto most other entitlement
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benefits, attachingtothebill other veteransl egislation approved by Houseand Senate
conferees.

For informationonissuesinveteranslegid ation enacted during previous Congresses,

see CRSReport RL 30099, Veter ansl ssuesinthe 106" Congress, and CRSReport 97-

266,

Leg

Veterans Issues in the 105" Congress.

islation

The Presi dent hassignedtwoveteransbills, P.L.107-14 (H.R.801),and P.L. 107-

11 (H.R. 1696).

P.L.107-14,Veterans’ Opportunities Act of 2001 (H.R.801). Congress

has completeditswork onH.R. 801, which makeschangesin educational assistance,
transition and outreach, memorial affairs, insurance, and other matters.

Educational assistance provisions. The bill:

I ncreasesfrom $2,000to $3,400 themaximum payabl eto certain Reserve Officer
Training Candidates;

Expandsthe work-study program toinclude jobsinthe veteran’s academic
discipline,instateveteransnursing homes, andinvariousbenefit outreach efforts;
Addstothelist of “privatetechnology entities” that can meet thedefinition of
approved educational institutions;

Providesfor thedisabled spouse, or surviving spouseof aveteranwithasevere
service-connected disability to receive special restorative training;
Allowsfor somecasesof independent study that qualify for Montgomery Gl Bill
payments;

Transition andoutreach provisions. Thebill includesexpansion of outreachto

veterans during transition from active duty. Among the efforts are those that would:

GivesV A authority to providetransition assi stancein permanent officesoversess,
Extends preseparation counselingtoasearly as12 monthsbeforedischarge, and
24 months before retirement;

Improvesoutreachto veterans, dependents, and survivorsto providethemwith
enhanced accessto VA services and benefits;

Memorial affairs, insurance, and other provisions. The bill also adds to

memorial benefits. The bill would:

Increasesburial andfuneral allowancesfrom$1,500t0$2,000for veteransdying
fromservice-connected conditions; andincreasetheallowancefrom $300to $500
for other veterans; and increase the burial plot allowance from $150 to $300;
Increasesthe amountsavailableto adapt automobilesor other equipment for
severely disabled veteransfrom $8,000t0$9,000; andincreasehousing adaptation
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grantsfor suchveteransfrom $43,000t0 $48,000; andfor thelessdisabled, from
$8,250 to $9,250;

I Revisesthemeans-testrulesfor VA’ swartime-servicepension, sothat agricultural
real estate is excluded from asset determinations;

1 Expandsoutreachprogramsfor dependents, and expandthe period duringwhich
transition counseling is available to persons leaving active duty; and

1 Permitsveteransto receiveeducation benefitsfor independent sudy fromqualified
institutions of higher learning.

P.L.107-11 (H.R.1696), a bill to expedite thecompletion of the World
War Il memorial. Concernin Congressabout the paceof constructiononthememorial
tohonor WorldWear |1 veteransledtothepassageof | egid ationto expeditethememorial’s
completion, andto blockfurther effortsthat had surfacedtomodify thedesignand
placement of that memorial. Thenew law specifiesthat the memorial, “...asdescribedin
plans approvedby the Commissionof FineArtson July 20, 2000 and November 16,
2000, and sl ected by theNational Capital Planning Commissionon September 21, 2000
and December 14,2000, andinaccordancewiththe specia usepermitissuedby the
Secretary of thelnterior onJanuary 23, 2001, and numbered NCR-NACC-5700-0103,
shall beconstructed expeditiously at thededi cated Rainbow Pool siteintheDistrict of
Columbia.”

Veterans’ Hospital Emergency Repair Act (H.R. 811). The recent
earthquakein Seattle prompted Chairman Smithtointroduceabill to authorize $550
millioninconstruction projects, including thosethat woul d repair damagedoneby the
guake, and otherswhichwouldmake modificationstoreducefutureseismicrisk. In
addition, thebill woul d authorize projectsto expand outpatient accessin severa facilities,
andtorenovateandrepair existingfacilities. Longer-termassessment of VA capital
improvementsawaitscompletion of TheCapital AssetsRedignment for Enhanced Services
(CARES) review, whichisexpectedtoissuefindingsthat thereview identified asin need
of renovation, modification, expansion, or closing. Actua amountsavailablefor VA
constructiondependsonlevel sappropriatedfor that purposesthroughthenormal
appropriations process.

TheHousepassedthebill onMarch27,2001. Thebill currently awaitsfurther
actioninthe Senate CommitteeonV eteransAffairs. TheHouseversionof H.R. 2620,
FY 2002 appropriationsfor VA, includes$300 millionto carry out the purposesof H.R.
811.

The 21°'Century Montgomery Gl Bill Enhancement Act (H.R.1291).
Thisbill,whichhas passedthe House (June 19, 2001) and awaitsfurther actioninthe
SenateCommitteeonV eteransAffairs, wouldincreasethecurrent monthly education
benefit over thenext 3yearsby 70%, inan attempt toimprovetheattractivenessof armed
forcesenlissment rel ativetothearray of dternativesavail abletoyoung peopleconsidering
their choices. Thetotal educationbenefit would climbfrom $23,400to0 $39,600for a
threeyear enlistment, rai sing themonthly amount from $650to $1,100 over thenext 3
years,andindexingittoannual COLAfor other benefit programs. TheConcurrent
Resolutiononthe Budget for FY 2002 (H.Con.Res. 83) includesan assumptionthat such



CRS-17

anincreasewill beprovided, andtheH.Rept. 107-159, thereport toaccompany H.R.
2620, appropriationsfor VAfor FY 2002 acknowledgestheexpectationthat such
legislation will require additional mandatory spending.



