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VA'S 1997 BUDGET 

President Clinton's seven-year balanced budget plan includes $39.3 bmion foi: VA m 

fiiscal year 1997. 

t A total of $17 billion is requested to provide medical care to 2.9 miUioa 

unique patients - the same number of patients VA expects to care for in 1996. 

t VA will provide treatmeat in 947,000 inpatient episodes, and 29.8 millioTi 

outpatient, visits and 2.9 million commuinty-based clinic visits - a combined 

increase of more than 1.6 million visits. 

H Fund $257 million for 1,600 high piioiity research projects and continue 

the operation of research ceulers focusing on AIDS, schizophrenia, alcoholism, 

Persian Gulf illne.̂ se.s and women's health issues, and rehabilitation centers. 

Bf^nefits Programs 
11 $18.5 bilhon is requested to provide compensation and pension benefits to 

veterans and their survivors. More than 2.2 niilhon veterans and 303,000 survivors 
wiU receive compensation benpfits in 1997. Pensions will be provided to nearly 
404,000 veterans and 322,000 survivors. 

^ The budget provides a 2.8 percent cost-of-hving allowance for compensation 
beneliciaries, based on the anticipated change in the Consumer Price Index. 

1 More than $1.2 billion is included for the Readjustment Benefits program to 
provide education opportunities to veterans and eUgible dependents, as well as 
other special assistance programs for disabled veterans. 
Nflfinnal r.PTnftt<>Tv Sv.st,em 

The Administration propose* $77 million and 1,3Sfi personnel for the 

National Cemetery System. The increase will fund the activation of the new 

Tahoma National Cemetery in the Seattle area. 

r.f>n.«it.rurtioTi Prnyrams 

A total of $250 mill ion ia included for the major construction program t.0 

improve access to VA's health-care system for thousands of veterans and expand 

VA's National Cemetery System. 

11 The 1997 request includes funding for a new hospital and nursing home in 

Brevai'd County, Fla., and a replacement hospital at Travis Aii Force Base in 

California, whirh is a joint VA-Defense Department project. 
K Funding is requested for construction of an outpatient clinic and renovation 

of support space at the Tripler Army Medical Center in HonoliUu, Hawaii. 
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H Out-patient improvements will be funded at the VA medical center in 
Wilkes-Barre, Pa., as will patient environment projects at VA medical centers in 
Marion, Ind.; Salisbury, N.C.; and Rttsburgh (University Dnve division). 

t Funds are included for two new cemeteries in Chicago aad Dallas/Ft. 

Worth. 

t A total of $189 million is requested for the minor construction program to 
make improvements to ambulatory care settings, patient emironment and VA's 
iufiasLructure. Funds also axe requested for nursing home care, climcal 
improvements and correction of code deficiencies in existing facDities. 
Bpnefits Dehverv 

'i VBA continues to make progress in processing compensation and pension 
claims in a more timely mmmtti. In laacal year 1997, VBA will process original 
compfm.sation claims 33 days faster than in fiscal year 1996. In addition, the 
pending caseload will be reduced from about 378,600 at the end of fiscal yeai' 1995 
to 277,000 cases at the end of fiscal year 1997 - a reduction of 27 percent. 

1 Funds are requested to continue development of VBA's VETSNET 
initiative, which wiU replace computer.̂  and .software currently used to process 
veterans compensation and pension checks. The project, expected to be completed 
by fiscal year 1998, will ensure veterans will continue to be paid in a timely fashion 
using enhanced technology. 

«I The budget request reflects the first pha-«:es of a VB.A. restructuring: plaii 
that will improve service to veterans and reduce overall future costs of operation. 
The 1997 phase indudes ten initiatives that will save more than $80 nuUion by 
2002. 

If Funding for 50 positions for the Board of Veterans' Appeals is included in 

(he request to address timeliness issues in processing veterans' appeals of denied 

claims. 
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EXECUTIVE OFFICE OF THE PRESIDENT 
OFFICE O F M A N A G E M E N T A N D B U D G E T 

W A S H I N G T O N , D.C. 2 0 S 0 3 

July 12, 1996 

The Honorable John R. Kasich 
Chairman 
Committee on the Budget 
United States House of Representatives 
Washington, D.C. 20510 

Dear Mr, Chairman: 

I am writing in response to your June 26 letters to more than a dozen Cabinet secretaries 
and agency heads in which you asked about out-year spending proposals in the President's fiscal 
1997 budget . ' 

Reaching Balance 

The President has a strong record on the budget — a record diat he is committed to 
building on. His 1993 economic program has helped cut the deficit by over half wiiile funding 
investments in education and training, the environment, and other priorities to help raise living 
standards and improve the quality of life for average Americans. Spurred by the Vice President's 
National Peifoimance Review, the President has cut the federal workforce by 230,000 people — 
creating the smallest federal workforce in 30 years — \̂ ^e reinventing agencies, terminating and 
cutting programs, streamlining processes, and finding other ways to save taxpayer money. 

Building on that success, the President is committed to reaching balance in 2002 and to 
the total discretionary savings in his 1997 budget to reach that goal. To enforce those savings, 
the budget proposes caps on total discretionary budget authority and outlays for each year 
through 2002. By forcing tough aimual decisions, caps have proved effective in controlling total 
discretionary spending since 1991. Within the anntial totals, the President is committed to 
maintaining and expzmding his investments in education and training, the environment, and other 
priorities. 

To reach balance, the Administration and Congress both face the challenge of making 
reasonable cuts in programs while continuing to provide the vital services that Americans want 
and need. We will have to woiic together to make the tough decisions about what the Federal 
government should do, and vfbat otiier levels of government or the private sector would more 
appropriately do. The challenge would be even larger imder the congressional budget resolution: 
The President's budget provides more total discretionary funds in each year from 1998 to 2002. 
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Planning for the Out-Years 

You asked about the guidelines that departments and agencies are using to help the 
President maintain his commitment to reaching balance. At OMB, we are at the earliest stages of 
putting together the President's budget proposal for 1998. The attached "FY 1998 Planning 
Guidance" that the OMB Director sent on June 10 to the heads of executive departments and 
agencies reiterated the President's commitment to the total discretionary savings through the year 
2002. To give the President options to reorder priorities within the available discretionary 
spending (compared to the 1998 levels in his 1997 budget), the guidance asked agencies to 
suggest offsetting cuts of 5 percent and also of 10 percent. The Administration understands the 
realities of annual, enforceable caps — that to add money to one program, he will have to cut 
another. 

Indeed, Cabinet secretaries and agency heads understand that reality. Each year, as OMB 
workŝ vnth the President and his senior economic team in crafting the President's budget 
prop>osal, the Cabinet secretaries and agency heads will have an opportunity to seek more fiinds 
for programs and activities within their jurisdictions. But they, too, understand that in order to 
increase funding for one area of discretionary spending, the President will have to take funds 
from another. 

Year-to-Year Decision-Making 

Like other Presidents of both parties. President Clinton presented line-by-line detail for 
the next budget year — 1997 — and details at the levels of function, subfimction, and major 
program for the out-years. In its budget resolution. Congress outlines how it would allocate 
resources at the fttnctional level for the out-years, with less detail about the oxit-years than the 
President's budget I would note that the programmatic detail accompanying the House budget 
resolution is illustrative only. While the cap is binding, the details are not 

The overriding point, however, is that each year, the President and Congress both review 
their discretionary allocations for the out-years and make specific programmatic decisions on a 
year-to-year basis. As the House report on the 1997 VA-HUD appropriations bills states clearly, 
"Both the Administration and the Congress review the amounts to be requested and appropriated 
each year, as has been the long-standing practice." 

Just as presidential decisions reflect these year-to-year priorities, so do congressional 
decisions. Witti regard to Congress, consider the allocations for out-year spending for health and 
for income security in the last two congressional budget resolutions. They show that in the 1997 
budget resolution. Congress revisited and significantly changed its allocations in the 1996 
resolution for out-year spending. (The figures are in billions of dollars.) 
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1997 1998 1999 2000 
Health 

1996 Budget Resolution $20-7 $20.5 $20.1 $19.9 
1997 Budget Resolution $23.2 $21.9 $21.8 $21.7 
Change +$2.5 +$1.4 +$L7 +$1.8 

Income Security 
1996 Budget Resolution $34.0 $43.5 $36.0 $39.4 
1997 Budget Resolution $27.8 $35.1 $31.7 $38.1 
Change -$6.2 .$8.4 -$4.3 -$1.3 

When it comes to binding decisions about discretionary spending. Congress makes them 
one year at a time through the 13 annual impropriations bills. This Administration has proposed 
multi-year appropriations bills, but Coŝ ress has shown little interest in the idea. 

You asked two specific questions of each Cabinet secretary and agency head to whom 
you wrote: 

1. The Commitment to Balance 

First, you asked whether the Cabinet secretaries and agency heads are committed to the 
out-year spending levels and wb&t policies they will pursue to achieve them. Again, the 
President proposes to limit the total amount of available discretionary spending each year 
through enforceable C£q)s, while retaining the flexibility that Presidents and Congress also 
have to reorder priorities each year. These ofiBcials are, indeed, committed to playing 
their part in helping the President reach balance, and OMB will work with them in the 
1998 budget process to begin making the long-term decisions that a balanced budget will 
require. 

2. The "Trigger" 

Second, you asked about additional spending cuts that could be requured to reach balance. 
In enacting H J . Res. 122 (the third continumg resolution of fiscal 1996) last Novemba:, 
the President and Congress pledged to reach agreement on a plan to balance the budget 
by 2002, based on Congressional Budget Office (CBO) estimates after consultation with 
OMB and other public and private ejqjerts. The President stands by that pledge, and he 
has repeatedly urged Republican congressional leaders to return to the negotiating table. 

The budget includes discretionaty caps that will produce the requisite savings to reach 
balance under CBO's economic and technical assumptions. That is why CBO scored our 
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budget as balanced. It also includes a "trigger" that calls for a determination, at the end 
of2000, as to whe&er the budget is on track to balance. If the 2000 deficit is lower than 
CBO had projected (that is, if OMB's economic assumptions turned out to be more 
accurate), the trigger calls for fewer cuts in discretionary spending in 2001 and 2002. 

As with all other presidential budgets, however, the account-level detail in the President's 
1997 budget is based on the Administration's economic and technical assumptions — the 
assumptions that represent the Administration's best sense of how the economy will 
perform through 2002. At the same time, the budget includes the mechanism described 
above that ensures tiiat discretionary spending will not exceed levels consistent with CBO 
scoring of a balanced budget. 

Uiider this Administration, OMB generally has a better record of forecasting the economy 
than CBO does. In fact, the economy has performed better than either of the two 
agencies has projected. We remain confident that the economy will continue to enjoy 
healthy growth with low inflation for the foreseeable future. 

If, however, CBO turns out to be right about the economy, and the path to balance 
demands the lower discretionary caps, the President will stick to them. 

Savings in the Out-Years 

Finally, you asked some Cabinet secretaries what policies they will pursue to cut certain 
programs to fimding levels that the President's 1997 budget outlines for 2000. The 
Administration will review its out-year discretionary allocations each year, just as Congress will 
do. In general, we plan to continue cutting the federal workforce, reinventing departments and 
agencies, terminating and cutting programs, streamlining processes, and finding efficiencies 
wherever we can-

Consider, for example, our record ia maintaining our commitment to veterans in an era of 
constrained resources. We have improved and restructured the Department of Veterans Affairs* 
health care system, cut the processing time and pending caseloads at the Veterans Benefit 
Administration, raised the share of new federal jobs going to veterans, and established the 
Presidential Advisoty Committee on Gulf War Veterans' Illnesses. We have, in fact, improved 
services for veterans even though Congress has reduced tiie President's requests for the VA. For 
instance, although the President requested $19.2 bilUon for flie VA in 1996, Congresŝ  
appropriated only $18.3 billion, hampering our efforts to improve VA health care facilities and 
claims processing even more. 
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As our experience in reducing the deficit shows, the Administration can provide 
important services for Americans v/hile saving money. We plan to build on that experience as 
we confront the difficult choices that lie ahead. 

I look forward to working with you on our shared goal of reaching balance in 2002. 

Sincerely, 

Jacob J. Lew 
Acting Director 

cc: The Honorable Martin 0. Sabo 
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THE OIRECTOR 

EXECUTIVE OFFICE OF THE PRESIDENT 
O F F I C E O F MANAGEMENT AND BUDGET 

W A S H I N G T O N . D.C. 2DS03 

June 10, 1996 

M-96-30 

^ffiMORANDUM FOR THE HEADS OF EXEGUTOiE DEPARTMENTS AND AGENCIES 

FROM: Alice M. Rivlin 
Duector 

SUBJECT: FY 1998 Budget Planning Guidance 

Agencies mustbe^plamiing for thePresidenfsFY 1998 Budget in spite of the 
s u b s t a n X ^ t i ^ T t ' e face about FY 1997 fimding levels. By Sept^^r 9, agenaes 
should submit toOMB their budget requests for discnrtionarypro^^ 
the FY 1998 discretionary budget authority and outlay amounts reflated m Ae FY 1997 Budget. 
S i t e d for the outyear effects of appropriations enacted after the President transmitted the FY 
1997Budget Ag^cies should make FTE employment consistent with their proposed fimdmg 
levels and s1re?iTTi1ining plans. 

In the FY 1998 process, tiie President wiU have a chance to reassess FY 1998 funding 
levelsforindixidu^pro^^^ 
y^ty^t^^^.d£Sonaryspendingthrough2002t i^ 
L ^ m ^ i ^ t e d l y will, choose to increase fonding for critical progr̂ rns. forcmgto to 
reduce funding for o&ers in order to meet the tight constraints reqmred to reach a balanced 
budget To give the President alternatives to make such choices, we must develop fundmg 
options below tiie FY 1998 targets in tiie FY 1997 Budget 

Thus.agendesshouldincludeinformationtiiatcxplainshowtoreducetiieirs^^ 
from the FY 1 ^ estimates in the FY 1997 Budget, in temis of budget authonty, by 5% and also 
byTo% H o ^ , m c a s e s i n ^ ^ 
s^port Presidentii priorities and tiie agenqr has used all realise o^ets from non-pnonty 
pro-ams, tiie agency also should provide justification for a h i ^ fimdmg leveL 

The Administiation plans to propose fidl fim^Kng of fixed assets in tiie FY 1998 Budget 
OMB vdU issue specific guidance covering fiill fimding poHcy and 
BudgetasasuppStoOMBCircularA-11. We>vm«q>e^a©=nciestoid^^^^^ 
budget autiiority required to unplement fiill fundmg more broadly intheuFY 1998 
^ E d o n s to O l ^ W e wiU consider adjustments to planning guidance levels based on 
agency budget submissions-

We will forward to you, under separate cover, discretionary budget authority and outiay 
levels, for FY 1998 tiiat reflect tiiis planning guidance. 
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Rea] Cffrnmitmept to Veterans' Health Care The President's 1997 budget calls for a $0.6 
billion increase in funding for the Departmem of Veterans Affairs, including $0.5 billion 
more for veterans' health care. His 1996 budget called for $ 1.3 billion in llmding above 
tiie 1995 level. Congress ultimately provided an increase of $0.2 billion. Like his 1996 
request, the President's 1997 budget would provide funding to begin constructing two 
much needed hospitals in underserved parts of California and Florida. 
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Oral Testimony 
The Hon. Jesse Brown 

Secretary of Veterans Affaire 

Before the 
Senate Appropriations Committee 

(FY 1997 Budget) 

Washington, DC 
May 3,1996 

•""/final 

Mr. Chairman, I appreciate this opportunity to present the President's 1997 budget 
request for the Department of Veterans Affairs. 

Last year at this time, I said the President was committed to providing care to 
veterans. 

And he has met that commitment by sending good budgets to Congress, 

Before l speak of this year's budget, I want to clarify three misunderstandings. 

The first is that as the number of veterans declines, the budget for their care should 
also decline. 

Mr. Chairman, between 1992 and the year 2002, we project that the total veteran 
population will decrease by 12%. 

However, during the same period the number of veterans seeking VA care will 
increase by 15%. 

That increased demand is caused by an aging, disabled veteran population. 

The second is that the VA budget Just goes up year after year and we are spending 
too much to take care of veterans. 

Mr. Chairman. It le true that the VA's health care budget has risen from $5.B billion 
in 1980 to $16.5 billion in 1996. 

However, in constant dollars, after taking out the Inflationary costs of medical 
care, the 1996 budget would be only $6.6 billion In 1980 dollars. 
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That is an increase of less than $1 billion over a 16-year period. 

Clearly, VA health care Is a bargain fpr taxpayers. 

And, lastly there is the misunderstanding about the administration's outyear 
projections for VA. 

We both have been around long enough to know that outyear figures are 
projections for planning. 

Rarely do they match the reality of the President's requests. 

The Congressional budget resolution and appropriators have made it clear that 
they intend for VA's budget to be flat through the year 2002. 

On the other hand, the President has assured me that he will review and negotiate a 
budget for veterans each year. 

He kept that promise in 1996. 

He proposed a $1.3 billion increase: 

- $1 billion for health care and other discretionary spending, and 

- $300 million more for benefits. 

Again this year, we have a good budget. 

The President's 1997 total budget for veterans is $39.3 billion. 

That is an increase of $1 billion above the level approved by Congress for 1996. 

The President's 1997 budget proposal provides -

- Almost $600 million additionalfor Health Care and other discretionary spending, and 

" An increase of almost $400 million for benefits. 
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This budget will allow us to provide our veterans with -

- quality health care; 

timely benefits; and 

burials with dignity. 

The VA budget contains $17 billion for medical care, an Increase of $448 million 
over the 1996 Conference level. 

This budget win allow VA to treat 2.9 million unique patients - the same as In 1935 
and 1996. 

That is over 948,000 inpatient episodes and over 32 mllliori outpatient visits. 

It is important to point out that in the past we have used economic models to 
project the level of health care we can provide. 

Our models showed that the budget level, as approved by the Congress, for FY 
1996 would force VA to deny: 

- 88,000 sick veterans VA health care; and 

. 36,000 episodes of In-patient care and 800,000 episodes of out-patient care 
would not be provided. 

That did not happen because of Increased efficiencies and consolidation of 
services. 

For example, we have shifted our focus from inpatient to outpatient care. 

We restructured all our facilities into 22 integrated networks of care to best meet 
local needs. 

And, we have taken advantage of economies of scale to purchase pharmaceuticals, 
medical euppliee and other provisions. 

But, this has not been easy. In fact, we will lose 5,000 health-care employees this 
year. 
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In FY 1997, we will continue to restructure in order to become more efficient in the 

delivery of health care. 

We will do that with 191.000 employees In medical care a reduction of 5,154. 

Funding for research will be maintained at - $257 million. 

We are requesting $250 million for major construction and $190 million for minor 

construction. 

The Major construction account includes funds to meet our long-standing needs: 

a new medical center and nursing home in Brevard County, Florida, 

- a replacement hospital in California, and 

- a clinic In Hawaii. 

The major construction account also includes funds to make badly needed 
improvements In patient-care environments in: 

Wilkes-Barre, Pennsylvania: 

Marion. Indiana; 

Salisbury, North Carolina; and 

Pittsburgh, Pennsylvania. / i 

This budget reflects the^rst phase of U^MX r«trueturlng plan for Veterans 

Benefits Administration. \v\ / ^ 

The plan will Improve se\ice to v e t ^ / s and , L c e overall coats of operation In 

the future. \ \ / / ^ 

The first phase Includes ten fX f ives that wi(l be Implemented beginning in FY 

1997 and save over $60 million by^Ow- / 

These initiatives are desig/^^ co\solida(e various activities to provide better 
service at reduced ooete. / ' \ \ \ 

This will also result in a^^hher red'uUi^450 employees over that 5 year period. 
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1 am very happy to report that we continue to decrease the time it takes to process 
veterans benefits claims. 

And, we are improving the quality of rating and other actions. 

VA has reduced the backlog of compensation and pension claims from 450.000 
cases at the end of 1994 to 348,000 cases in FY 1996. 

And we will continue working toward our goal of reducing the backlog to 260,000 

by 1998. 

in FY 1997, we will process original compensation claims in 117 days - a 33 days 
Improvement over FY 1996 

That Is right on schedule to meet our performance goal of processing original 
compensation claims in 106 days by FY 1998. 

And^ we will be doing lhat with only 12,076 employees, a reduction of 624 in FY 
1997 ~ mainly in support services and, to a less extent, through restructuring. 

Our budget request for VBA calls for $781 million, an increase of $32 million. 

VA is requesting $18.5 billion for compensation payments to: 

• 2.2 million veterans; 

• 303 thousand survivors; -

- and pension payments to: 

• 409 thousand veterans; and 

« 322 thousand survivors. 

The Board of Veterans' Appeals continues to address the unacceptable amount of 
time it takes to process an appeal. 

The number of days to process an appeal case has been reduced from 781 In 1994 
to 675 and that downward trend is continuing. 

In FY 97, we are requesting an additional 50 employees for a total of 527 for BVA. 
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We expect this Increase in staff and the continued efforts ol the employees already 
at BVA to reduce by 130 days the average response time on an appeal. 

That will drop the time from 675 days in FY 1996 to 545 days in FY 1997. 

Our National Cemetery System budget calls for almost $77 million and 1,335 
employees to operate 114 National Cemeteries 

This is an Increase of $4.3 Million and 14 employees over the FY 1996 level. 

In FY 97, we will activate a new National Cemetery near Seattle, and start 
construction on new cemeteries for Chicago and Dallas. 

And we will enlarge and improve the National Cemetery in Arizona. 
In summary, Mr. Chairman, VA IS faced whh many continuing challenges ~ and 

this budget allows us to Put Veterans First. 

Our goal remains - the twst possible care and services we can give to our Nation's 
veterans. We owe our veterans the best we can provide. 

I look forward to working with you and the members of this committee to honor the 
commitment we have made to them. 

Mr. Chairman, this concludes my statement. I will be nappy to respond to any 
questions you and Committee members might have. 



TALKING POINTS ON OUT-YEAR DISCRETIONARY FUNDING L E V E L S 
June 12, 1996 

I. THE PRESIDENT HAS THREE ROCK-SOLID PRINCIPLES FROM WHICH HE 
WILL NOT WAIVER: 

1. A commitment to spending cut levels needed to reach balance in the year 2002. 

2. A commitment to staying within the discretionary levels needed to reach balance 
by 2002 — whether or not OMB or CBO projections turn out to be the most 
accurate. We believe the Administration's economic projections are correct — this 
Administration has a better track record than the CBO — but if our projections are not 
correct, our budget shows that we are committed to making the cuts necessary in other 
areas to reach balance by 2002. The President's budget is designed to guarantee that 
the budget balances by 2002 regardless of whose economic projections are right 

3. A commitment to protect overall investments in education and the environment 
and the violent crime trust fund. 

II. WITHIN THE CONSTRAINTS OF THESE PRINCIPLES, THE ADMINISTRATION 
WILL CONTINUE TO EVALUATE THE FUNDING NEEDS OF EACH 
GOVERNMENT AGENCY ON A YEARLY BASIS. But the President will not waiver 
from these three principles and any increase in one area will be offset dollar-for-dollar 
with a decrease in another area. 

HI. REPUBLICANS ALSO RE-EVALUATE PROGRAM FUNDING EACH YEAR 
WFTHIN THE CONSTRAINTS OF THEIR OVERALL BUDGET. The Republicans 
pretend that they give program-by-program cuts for the outyears, but this is not the case. 
The Republican Majority also has reevaluated program levels in their budget resolution and 
their annual appropriations bills. 

IV. IF YOU WANT TO JUDGE THE INTENTIONS OF THE PRESIDENT WHEN IT 
COMES TO THE DEFICIT ~ LOOK AT HIS RECORD — AND THE 
REPUBLICAN RECORD: 

President Clinton Is The First President to Reduce The Deflcit 4 Years in a Row 
Since Before The Civil War. President Clinton has reduced the deficit from the 
record $290 billion in fiscal 1992 to $255 billion in 1993, to $203 billion in 1994, to 
$164 billion in 1995 to CBO's projected $130 billion in fiscal 1996. 

President Clinton Has More Than Cut The Deficit in Half. CBO projects the fiscal 
1996 deficit will be approximately $130 billion, down from the record $290 billion in 
1992. [CBO, May 1996; Washington Post. May 21, 1996] 

The Deficit Exploded Between 1981 and 1986 under a Republican-Controlled 
White House and Senate. The deficit nearly tripled from $74 billion in FY1980 to 
$208 billion in FY1983. 



LOOK AT OUR TWO RECORDS FOR VETERANS -- NOT WHAT THEY PROMISE 

REPUBLICANS: While they claim they will provide more funds for veterans over the next 6 
years based on their budget resolution, look at what they have actually done: 

1. Provided $900 million less than the President requested for veterans in 1996: The 
President proposed $19.2 billion for the VA, but the Republican Congress provided only 
$18.3 billion in 1996 — cutting the President's request by $900 million. This reduction 
will prevent the VA from building new hospitals in California or Florida or making 
necessary improvements in VA health care facilities, and will impede VA's efforts to 
improve the processing of benefits claims. 

2. The vetoed Republican reconciliation bill would have raised premiums on 8.8 million 
veterans and could have denied 150,000 veterans Medicaid coverage in 2002: 

• It would have raised Medicare premiums on 8.8 million veterans on Medicare — a 
third of all veterans ~ by at least $850 over 7 years, compared to the President's 
budget that kept premiums at 25 percent of program costs. 

• It would have turned Medicare into second-class health care with $270 billion in cuts 
and damaging structural changes (e.g., Medical Savings Accounts and balance 
billing) 

• It could have denied 150,000 veterans Medicaid coverage in 2002, most of whom 
could not afford private insurance and would be ineligible for VA medical care. 
Over 600,000 veterans currently receive Medicaid. 

3. Only public outrage prevented Republicans from passing some of their more extreme 
proposals, such as eliminating compensation for certain mentally incompetent service-
disabled veterans. 

PRESIDENT CLINTON: The President has built a strong record on veterans' programs: 

Requesting more funding for the VA than the Republicans provided in 1996; 
Opposed Republican proposals to raise Medicare premiums on 8.8 million veterans, and 
eliminate the Medicaid guarantee for over 600,000 veterans; 
Expanding disability benefits to Vietnam veterans exposed to Agent Orange; 
Ensuring full COLAs' on benefits going to disabled veterans and military retirees; 
Improving and restructuring VA's health care system (proposing a $1 billion increase in 
veterans health care in 1996 and another increase this year); 
Shortening processing time and cutting pending caseloads at the Veterans Benefit 
Administration; 
Maintaining a firm commitment to veterans in federal hiring; 
Proposing eligibility reform to ensure that veterans have access to the most appropriate 
care; and 
Establishing a Presidential Advisory Committee on Gulf War Veterans' Illness and signing 
legislation paying for benefits to Persian Gulf veterans with undiagnosed illnesses. 



PRESIDENT CLINTON EXPLAINED HIS COMMITMENT TO SECRETARY BROWN 

President Clinton explained his commitment to Veterans Secretary Jesse Brown at a veterans 
media roundtable discussion on June 3, 1996 -- before David Broder wrote his column on the 
subject. 

QUESTION: Secretary Brown has said a number of times that you have agreed to 
meet with him annually to reevaluate the VA budget....The two-part question is, number one, 
will you continue to meet with the Secretary on an annual basis with the VA? And, two, what 
comment would you have for the members of Congress that say by promising this to the VA 
you open the door to other Cabinet secretaries to do the same thing; therefore, your long-term 
budget proposal is at the best misleading?... 

THE PRESIDENT: Well, I'd say my long-term ~ insofar as I've got four years now, my 
long-term budget record stands up pretty well compared to any in Congress I can think of, 
dominated by either party.... I've shown them a real willingness to hold the line on spending. 
We're about to go into our fourth year of deficit reduction in a row for the first time since 
Harry Truman was President, having four years back to back. And I think we proved that you 
can meet the basic needs of the American people for the present and investment in the future, 
whether it's national defense or investment in education and research and still whittle this 
budget down. So I feel comfortable about that. 

The reason that I made that commitment to Secretary Brown in particular is that 
because there are a lot of things that are up in the air here ...No one can possibly predict all the 
variables that will occur seven years from now. And it seems to me that it would have been 
irresponsible of me not to agree to Secretary Brown's request. 

He said — he comes to me on your behalf and he says, okay, I'll try to meet these 
tough budget targets. You're going to be more generous to us in the first two or three years, 
much more generous than Congress wants to be and then what you say, we're going 
to have to get tough in the back years. And I'll try to do it, but you've got to promise me that 
every year you will meet with me so we'll see how much money we have, what our needs are 
and where we're going, so that we don't get ourselves shackled to an artificial budget that bears 
no relationship to the real needs of the veterans. 

When you're making five, six, seven-year budgets, that seemed to me to be a very 
reasonable request and I think it would have been weak and wrongheaded of me not to do it. 



THE WASHINGTON POST 

TUESDAY, MAY 28,1996 

III Biidget-Cutting Times, Programs Have Largely Escaped the Knife 
Veterans programs remain sacrosanct on Capitol 

'î  Hill, despite all the talk of cutting the Department of 
Veterans Affairs budget. 

That is the fmding of the National Taxpayers Union 
Foundation, which today will report that/Veterans 
are the poster children of the new conservative wel­
fare state." 

The nonprofit group, which consistently has at­
tacked Congress for spending too much money, will 
release a survey showing that most special injterest 
groups saw their influence fall with the Republican-
controlled 104th Congress. It said there were 56 per-

. cent fewer bills introduced to increase spending than 
J } , ^ — . — : : • - • 

during the same period of the Democratic-controlled 
103rd Congress. 

Unlike most departments, the VA came out of this 
year's budget wars in relatively good shape. But the 
increase was so sli^t—fironi $37.2 billion in fiscal 
1995 to $38 billion for fiscal 1996—that it has ipot 
made up. for the past high rate of medical inflation.*. 

That has left the department short $1 billion in new 
medical equipment and struggling to meet increased 
personnel costs. The department has the second-larg­
est payroll in the Cabinet, behind the Pentagon. 

"Veterans were the most favored constituency, as 
239 representatives and 25 senators sponsored, at 

least one of 27 bills to increase veterans benefits," the 
NTUF said. "Only six thinly supported bills would 
have cut veterans spending." 

Both Democrats and Republicans cited the survey 
as backing their positions. 

Senate Veterans Affairs Committee Chairman Alan 
K. Simpson (R-Wyo.) said it proves the GOP Congress 
has' been good to veterans, despite "aU the rhetoric 
and babble we hear from the administration." 

A spokesnian for VA Secretary Jesse Brown said it 
reinforces "the importance of President Clinton's 
pledge to review VA spending on a year-by-year ba­
sis. 

Even though the department has asked for $39.3 
billion for fiscal 1997, reductions in VA staffmg and 
closing some VA facilities are projected, as the de­
partment copes with inflation and moves to provide 
more outpatient care; VA officials have said. 

Spokesmen for two veterans groups, the Disabled 
American Veterans and Paralyzed Veterans of Ameri­
ca, said the findings were not surprising. Last week . 
they released a national survey showing that 77 per­
cent of those polled preferred to increase VA spend­
ing to keep up with inflation rather than cut the deficit 
or reduce taxes. 

-BiU McAllister 



Cornfields May Yield 
Stability in Food Costs 
New Law,'High Prices Spur Record Planting 

By John M. Berry 
Wadmigton Fast Staff Writer 

The success of this year's com crop 
is key to how much more consumers 
win be paying for food late this year 
and next. 

Dwindling supplies have pushed 
com prices near $5 a bushel—thdr 
highest level in more than 100 years. 
The premium price is ehtidng U.S. 
farmers to plant the largest com crop 
in history, taking advantage of new 
freedom under recently passed farm 
legislatkm to plant as mudi as they 
want of profitaUe crops. 

Agriculture experts say that if the 
com crop is harvested successfully 
this fall, it shouM keep a Kd on food 
prices. 

A successful com crop would be 
welcome news to the nation's livestodc 
producers, most of whom rely heavily 
on com for feed. High com priceis 
have led some farmers to semi por­
tions of their herds to ^u^ter be­
cause they can't afford to feed them. 
That's particulariy true in the south­
ern Plains, where a drought has 
burned grazing pastures to a crisp. 

They will literally be scraping dte 
bottom of the bins by the time the first 
of the new crop moves to market this 
fan, with spot shortages likely ia some 
areas, said Keith Ccfe, the Agricul­
ture Dqaitment's duef economist 

The hrger-thanHisual cattle slaugh­
ter, however, has'actually pushed 
some red meat prices to the towest 
level in several years. Families in the 
Washington area who got out their 
grills for the Memorial Day weekend, 
when more beef is consumed than <m 
any other holiday, could buy ground 
diuck for less than $1 a pound, or 
T-bone and porterhouse steaks for 
$4.97 to $5.59 a pound. . . 

Last month, so many cattie and 
hogs were sold that U.S. production of 
red meat hit a record 3.69 billion 
pounds, 6 percent more than the pre­
vious hi^ in 1986. 
' The drought in the southern Plains 
also has stunted or wiped out a signifi­
cant portion of the U.S. winter yibeat 
crop, a development that caused wheat 
prices to surge to more than $7 a budh 

el briefly in late April They have since 
settled back to about $5.60 a bushel 

Grocery store prices for flour, wtdte 
bread, cookies and cakes all have been 
affected. But the higher wheat cost ap> 
pears to be fuDy reflected in retail pric­
es now and the intact oo cereal prices 
has been partially ofEset by promotioDal 
price cuts by cereal manufacturers. 

Nevertheless, the increase in wbsat 
prices, coupled with the prke indict 
of projected liquidations of cattle iind 
hogs, has generated concerns in some 
quarters that food prices could scar, 
perhaps by as much as 10 percent.in. 
1997. However, Cdlins and a number 
of other e:q)erts say %uch fears are 
greatly exaggerated. 

While com is bringing about $5 a 
bushel now, on Friday, commodity fu­
tures contracts calling for delivery of 
com in December were available at 
less than $3.60. That lower futures 
price means most of the market ex­
pects a bumper crop firom the 80 mil­
lion acres now being planted in com. 

On the other hand, even $3r60'T~ 
bushel is still at least a dollar higher 
than what farmers historically have re­
garded as a good deal, and it reflects 

See CORN, CIO, CoL 1 

^ CORN, From C9 

>( the fact that it win take more than just 
^ one good crop to bring supidies lade 
: toward their normal level 

"If you add iq> aU tiie grain in the 
bins around the world and coinpare it 
to usage, it is the lowest since 1960, 
when good records begian," said econo­
mist Mark Drabenstott cf the Kansas 
City Federal Reserve Bank. "And one 
ye^s crop does not fin iq) the bin. 

"But with prices at this level, you win 
get a siqiply response both here and 
abroad," he said. Not only is this year's 
acreage likety to be a leoord, but fann­
ers wni have the irksntive to plant stin 
inore next year they have an op­
portunity "to take land out of the 
[USDA] conservaticm reserve, which 
they can do urkler the new farm Un." 

Meainrtiik, the high price for ooni 
is causing a reduction in demand be-
ynxl cutting back on livestock feeding. 

Rou^ 1 Uniao bushels d conH> 
more than 10 percent of aii average 
U.S. crop—is nonnany used to make 
ethand, a form of a l o ^ used as an ' 
additive to gasdine. Even with the 
price of gasoline up so 'shandy this 
qning that it has become a liational 
pditkal issue, it isn't economical to 
inake etfaaind witii $5 com, sakl Mar­
tin Andreas, aemor vx» president of 
Archer Daniels Midland Co., by far the 
largest U.S. producer of the fuel 

Andreas said his firin has its ethand 
operatiois rumiing at only 20 percent 

. of capadty. One much snuner produc­
er, Hi|^ Plains Corp. of Wkfaita, an­
nounced it had sold $14.3 inillion 
worth of com fiitines contracts at a 
profit and shut down its plants rather 
than buy com to convert to the fuel 

"We see this as a temporary phe­
nomenon," Andms sakL Thoe's a 
large new com crop in the ground— 

not to say tiiat cures tiie problem" 
when worM grain stodcs are so k)w. 

Like Drabenstott Andreas sb̂ ssed 
that tiie new federal farm legi^tion 
passed this year anows the U.S. fill­
er for the first time in 50 years to 
plant "what he wants, where he wants 

.and as mudi as. he wants. . . . With 
that new flexibOity, it means there win 
be larger crops.'*... The doser we are 
to getting tiiat decent com crop har­
vested, thie quidier prices wfll get back 
to normal" 

Wet, cokl anditi(Mis have held back 
the planting of some of the crop in 
states such as Ohio, Indiaiia and Wis­
consin. The USDA win ̂ ve a progress 
report this aftemoon on how planting 
has progressed over the past week. 

SKHIM later weather problems se­
verely hurt the com drop and keep 
prices fimn Ming as now eaqiected, 
tiiat couM force many more farmers 
and ranchers to sbsh the size of their 

herds. .Initiany, that would cause nieat 
prices to dr^, bi^ eventuany, they 
wpuM dimb sharidy because of the re-
duoedherds., , 

USDA economist Collins doubts 
that even a poor com crop would gen­
erate a Ip percent increase in food 
priced not year, a skqiticism shared 
by Drabenstott " I just think 10 per­
cent is out-of line," CoDins saM. Even 
in tiie early 1970s, when inflaticHi was 
ran̂ ant and supplies of many com­
modities were, ti^t, the worst year for 
fooid pruxs was a 14 percent increase. 

As it is, CoOins expects prices of 
food consiimed at home to rise be­
tween 2 percent and 3 percent this 
year, slightiy more than in 1995 but 
less than in either 1993 or 1994. 
While there is no official forecast for 
1997 as yet, he iaakl there is enough 
a livest6dc f̂ cle underway to pu^ 
food prkies up somevdiat more next 
year than this year. 
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Redoubled Effort Targets 
)erelict Public Housing 

Gore Endorses HUD, Hill Reform Agenda 

By Guy Gugliotta 
Wiihington Pott Suff Writer 

iVice President Gore announced 
yesterday that the Clinton adminis­
tration intends to raze 100,000 pub­
lic) housing units by the end of 2000, 
redoubling its current efforts to get 
rid of derelict federal projects. 

fThese crime-infested monu­
ments to a failed policy are killing 
the neighborhoods around them," 
Gbre said, '^y tearing them down 
and replacing them with apartments 
and town homes, we lay the founda­
tions for vibrant neighborhoods that 
will bring our inner dties back to 
life." 

Gore also said the nation's 3,400 
puhlic housing authorities will have 
access to the FBI's National Crime 
biformation Center to determine if 
apj>licants for public housing are . 
convicted criminals. 

Under legislation signed by Presi­
dent Clinton in March, housing au-
thprities will be able to deny public 
he ; to convicted fdons and evict 
criminals who already live there. Ac-

to the FBI records will help lo­
cal housing officials screen tenants. 

Finally, Gore announced establish­
ment of "Campuses of Learners," 
which he said would transform pub-
lici housing devdopments in 15 com­
munities into five-year school and 
training centers for adults and chil­
dren who live in them. The first 

training center is operating in Den­
ver's North Lincoln Park complex. 

Gore's speech in Arlington, at a 
"Public Housing Summit" sponsored 
by the Department of Housing and 
Urban Development, marked the 
White House's first public vote of 
confidence in a housing reform agen­
da developed over more thain a year 
by HUD and the Republican Con­
gress.. 

His remarks also boded weU for a 
public housing refomi bill pending in 
Congress. Passage of the bill gready 
will faciliUte HUD's efforts to de­
molish the urban eyesores branded 

by Gore as "warehouses for the 
poor." / ' 

"In years past, Washington told . 
people around the country what to 
do, dictating wisdom from, on high," 
Gore said. "And let's be horiest: 
some of that'wisdom reaUy wasn't 
very \yise. A lot of mistakes were 
made. 

"In the end," he continued, "public 
housing became a place v^ere few 
people worked, few fathers Uved 
with their fiunilies, and role models 
were scarce. The most successfiil 
men around were drug dealers and 
gang members." 

HUD Secretary Henry Cî neros 
has made demolition of derdict pub­
lic housing one of the department's 
priorities, and by the end of this 
year, HUD eicpects to have razed 
30,000 units around the country. 

This has been accomplished with 
the hdp of short-term regulatory re­
forms making it easier for housing 

authorities to demolish and replace 
existing housing and to give dis­
placed tenants rental subsidy 
"vouchers" to use in the private 
housing market. The pending legis­
lation will make these reforms per­
manent. 

HUD sources said the department 
has asked housing authorities to as­
sess the viability of any public hous­
ing development of 300. units or 
more to detennine if it would be 
cheaper to demolish the project than 
to rehabilitate it. Under the new 
plan, tenants would be moved to 
low-rise new construction or given 
vouchers. 

The sources said HUD expected 
the authorities would have littie diffi­
culty finding at teast 70,000 units el­
igible for destruction. Gore's prem­
ie to get ^d-of them in a second 
Clinton administration represented 
more than a redoubling of the cur­
rent 30,000-unit p rogf^ 

Vice Chief 
May Succeed 
Adm. Boorda 
Qinton Delays Choice 
Of New Navy Leader 

1(11' 

By John Mints and Ann Devrb:̂  
. WaibiaiiaiMSliaWiitai 

— • —• •—TT"" 
Adm. Jay L. Johnson, the ,vice 

chief of naval operations, Jias 
emerged as the leading candidatj^ to 
succeed Adm. Jeremy M. .^li/i^t' 
iBoorda as tiie Navy's top officer> af­
ter Preskieht Clinton and Defdtse 
Secretary WiDiam J. Perry discu^fsed 
the contenders at the White House 
Wednesday night, according tQ,;two 
senior officials. ••:>••:, 

But as of late yesterday Periy had 
not formaUy sent his recommenda­
tion to Clinton, and the president 
told aides he wanted to muU his op­
tions further before announdng'his 
sdection to succeed Boorda as chief 
of naval operations, sources said;i 

Johnson, who at 51 became (»^ of 
the Navy's youngest four-star admi­
rals with a promotion only seven 
weela iaigo,..i8 known as a hi^ily in-
t d l i ^ t (^cer and exceUent leader. 
But he.lacksthe diarisma ahd.elec-
trkaty d Boorda/wfao was beloved 
for beiiig the first enlisted inaii to 
rise to the Navy's premier rank.''*-

'̂ ohnson has a very sharp intellect 
and he's very wetl-regarded," ^ d 
one Navy official who knows John­
son. "But whoever the new chief is 
likely wiU have to admowledge that 
he doesn% have Mike Boorda's per­
sonality and charisma, as so fcfW do 
anywhere.... I hope he's iq> to the 
challenge." 

Johnson wodd be the first Navy 
chief who sprang from the aViator 
community since Adm. Thomas 
Hayward in 1982. Choosing Jofaiitton 
wodd be seen as a gesture of i^du-
shreness to Navy fliers, traditidnally 
clannish and feeling under siege 
since the Tailhook sexual bairiiss-
ment scandal in 1991. ';; 

Within days of Boorda's smdde on 
May 16 at the Washington-:̂ avy 
Yanl, Perry said he would riedbm-
mend a successor to the W||ite 
House by last Friday. Militar^!offi-
cials have wanted the iiew l̂ ilavy 
chief to be named soon becklise 
Boorda's death deeply shook̂ jthe 
maritime service, and many Na>î ^ of­
ficials have said they are aw^i^g 

news of his. successor so theŷ cah 
move on emotionally. 

Boorda shot, himself in the chest 
outside his home at the Navy 'Yard 
hours after leaiming Newsweek was 
raising questions about Vietnam-era 
yakir pins he once wore on hiŝ uni-
fonn. 

One potential successor who pos­
sesses something akin, to Boorda's 
down-home charm is Adm. Ldghton 
"Snuffy" Smith Jr., commander of 
the NATO mission in Bosnia. But 
Smitii, 56, indicated to some-col­
leagues that he was considering 
leaving the Navy in part because his 
wife is i l l Some critics d the Bosnia 
missum complain he has not been "ag­
gressive enough in pursuing Serbian 

criniiiials—an asisertion Sihith's 
defenders say ought to be aimed at 
Clinton, not a military commanddr. 

Another top contender, Adm.'Jo-
seph W. Prueher, who heads tiie Pa­
cific Command, was set back-be-
cause d a. dx-year-old ooiitroversy 
over bis handling d the case of a fe­
male nudshipman at the Naval Acad­
emy who was handcuffed to a urinal 
and taunted by male colleagues; The 
woman's fether said Prueher,' who 
was the academy's conmiandant at 
the time, was insensitive in talking 
to him. ' .', 

Johnson was widdy praised fdrhis 
innovativeness as commander of the 
Navy's. Second Fleet in tiie United 
States's mtervention m Haiti,- in 
which an aircraft carrier was 1 
for the first time to carry Ariny heli­
copters and Special Forces trbi)ps. 
Military plaimers view such joint op­
erations as a wave of the future;-He 
also oversaw rescue of Cuban and 
Haitian boat people in the Caribbe-

•an. ; ' • 
Johnson-rrwho graduated from 

tiie Naval Academy in 1968, along 
witii former Navy.secretary Jaifies 
Webb and former White House'|ide 
OBver.L. North—moved up-tijjthe 
I^tagon from his Atlantic Fleefib-
signmeht'Only, three months aiĵ o. 
Navy offidds wlx> have worked'î th 
him praise johnson for freely admit­
ting at times that he is iminformed 
on a topic and needs advice. 

But a Navy officer said tiiat what­
ever the new chief's leadership 
skills, he is not Boorda. "The facii is, 
the leader of this Navy is no longer 
here," he sdd. 
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siibdunmittee â 'Ppiv''̂  the first iiia-

1 
P 

:̂ il̂ y:«ft»»--hBi:̂  sub-
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the nationd sendee program was de-... 
feated by. voice vote. 

The bill wodd provide nearly $6.5 
biUion for EPA, about $65 miUion less 
tiian tiiis year and $600 miUion less 
tiian what Clinton wants. Politically 
sensitive programs like Superfund 
toxK waste cleanups and environmen­
tal enforcement wodd get a Irit less 
than a year ago, but nowhere near the 
cuts Republkans proposed then. 

The Veterans Affairs Depaiiuneut 
wodd get ahnost $18.6 billion, $200 
miUion more tiian tiiis year and $300 
million less than what Clinton pro­
posed. This wodd mdude a $200 n# 
Bon ind«ase for veterans'hedth care. 
The Housing and Urban Development 
Department wodd recewe $19;8 bil­
lion, $700 millwn more tiian tiiis year 

but $2 biDion betow tiie president's re­
quest Housing for tiie elderly wodd 
get dose to Clintim's proposal, but tiie 
bin wodd provide $300 miUion less 
tiian he wants for the homeless. 

In addition, NASA wodd recehre 
neariy $14 bUlion, a bit more; tiian last 
year. 

In tiie same spirit, tiie House Ap­
propriations Comrhittee on Wedries-
day approved a 1997 foifeign aid budg­
et with what Republicans say is a 
compromise on fainUy planning fund­
ing. Passage of tiie 19% foreign aid 
budget was staUed for months because 
tiie Senate refiised to accept House 
language imposing tough restrictions 
on funding for femUy planning groups 
involved in abortkms. This year, GOP 
leaders and antiabortioii lawmakers 

I • v.. 
! crafted language tiiat wodd requure 
fiimUy planning groups to pledge not 
to use funds to perform abortions 
overseas or to lobby against foreign 
abortion laws. They tose 50 percent of 
their aW if tiiey don't meet that re­
quirement 

There was almost no debate on 
funding levels, which continued their 
downward trend. The conunittee ap­
proved a budget of $11.9 biUion', $1 
biUion under what the Clinbin a(bninis-
tratioh requested, $200 nuUibn less 
tiian tiie fiscd 19% levd and $1.7 bU-
Uon under 1995. 

Money for the Interoatioiid Deyd-
opment Association, the arm of the 
World Bank that provides interest-
free kians to the poorest countries, 
was slashed $175 imUion from 19% 
to $525 miUion—$409 imUion under 
Clinton's request., The measure pro­
vides $3 bUUon for Israd and $2.1 bil­
hon for Egypt in military and econom­
ic aid, as in previous years, and sets 
up an account Of $600 miUion to help 
fight children's diseases in developing 
countries. 

International disaster assistance 
gets $190 nuUion and refiigee assis­
tance $700 liiiUion, whUe aid for Rus-
aa and the former Soviet repiibUcs is 
reduced $51 miUion from 1996 to 
$590 nuUion. At tiie urging of law­
makers criticd of Turkey's crackdown 
on its kiurdisb-minority, economic aid 
to Turkey was capped at $25 miUion, 
down froiii an origind proposd of $49 
nuUion. 

Meanwhile, yesterday the House 

Tiirm<ffll?iCTONPOST 
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approved the first of the 13 spending 
biUs for fiscd 1997, voting 369 ̂  43 
to fund $10 biUion for military iwn-
structicm. j . 

The budget for mUitary housing and 
facilities and base closure accounts 
was $900 idUion more than the ad­
ministration requested, but $1.1! bil­
lion down from the current j&ar, 
which saw a big jump from 1995.̂  

Supporters said the fundinĝ was 
audd because nearly two-thir(js of 
barracks and family houang units are 
unacceptably run down. In a 4ate-. 
ment, the administration said Jthat 
"witii tiie nation facing .serious bi|lget 
constramts, such an indrease fotjthis 
biU is not affordable." But tiie ̂ te-
ment stopped short of threatenipg a 
veto. J 
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Our-Year Discretionary Spending in the 1997 Budget 

March 8,1996 

• Tlie President's 1997 budget saves S297 billion by cutting discretionar>' programs steadily 
from 1998 through 2002, helping to reach balance Ln 2002 under CBO economic 
assumptions. 

• CK"erall.. to reach the $297 billion, tlie budget calls for a freeze in non-defense 
discretionary spending from 1997 through 2000. 

• The Preside-nt has consistently supported a set of investments in education and training, 
children's programs, the environment, technology and research, and law enforcement. 

— This budget projects that most of the programs in these areas grow by 
inflation from 1998 dirough 2002. 

• Protecting these investmenis and still achieving $297 billion in savings requires across-
the-board cut? in remaining programs that reach 22 percent in 2000, which implies real 
changes in Uie role of government. 

— We recognize, however, tliat it is not realistic to make program-by-program 
decisions now for the year 2000. 

-- .Ajinual budgets will require us to make these detailed policy decisions on the 
basis of a carrent assessment of national needs. 

• These cuts are most severe in 2000 - after which our trigger mechanism allows more 
discrerionar>" spe-nding in 2001 and 2002 if our economic assumptions turn out to be right 
and we have made significant progress in reducing the deficit. 

• We VI.T11 need to give the same aimual scrutiny to protected programs as to those that the 
budget cuts over ilie seven-year window. 

— The 1997 budget and appropriations process will only lock m funding for 1997; 
placing programs in the protected category does not set their funding levels si.x 
ye îrs in ad%Tince. 

— We will still need to make lough decisions every year about which programs axe 
imporLaiit and effective enough to protect while other activities are. cut back. 



E X E C U T I V E O F F I C E 0 F T H E P R E S I D E N T 

17-May-1996 06:09pm 

TO: 

FROM: 

Charles E. K i e f f e r 

Barry B. Anderson 
O f f i c e of Mgmt and Budget, BR 

CC: LAWRENCE J. HAAS 
CC: Jacob J. Lew 

SUBJECT: RE: Senate Bud Res 

VA 
WIC 
FDA 
EPA 

'96 
Req 
18088 
3820 
884 
7352 

'96 Congress 
Enacted Cut 
17258 -830 
3694 -126 
878 -6 
6528 -824 



E X E C U T I V E O F F I C E O F T H E P R E S I D E N T 

20-May-1996 05:29pm 

TO: (See Be low) 

FROM: J e f f Blaylock 
O f f i c e of Mgmt and Budget, VAPD 

SUBJECT: VA number c l a r i f i c a t i o n 

Just thought I ' d add a c l a r i f i c a t i o n t o Barry's VA numbers, j u s t i n case anyone 
needs some e x t r a i n f o . 

Barry's numbers f o r VA include only the Veterans h e a l t h A d m i n i s t r a t i o n and 
Construction programs. They omit a d m i n i s t r a t i o n , which received $0.1 b i l l i o n 
cut as w e l l . 

T o tal D i s c r e t i o n a r y BA f o r VA: 
President's Request $19,245 M i l l i o n 
96 Enacted w/ r e s c i s s i o n $18,306 

Delta - $939 M i l l i o n 

Don't h e s i t a t e t o c a l l w i t h questions, but be forewarned t h a t I have a s o f t b a l l 
game t o n i g h t (on Barry's team!). j b 

D i s t r i b u t i o n : 

TO: Barry B. Anderson 
TO: Charles E. K i e f f e r 
TO: Jacob J. Lew 
TO: LAWRENCE J. HAAS 

CC: Pauline M. Abernathy 
CC: Molly Brostrom 



SENT BŶ OFFICE MGT & BUDGET 5-31-95 : 4:01PM 2023956835- 67028;# 1 

Pr..id.nf.Bu«g.,comp,redtoCongr,88ion,l 

Total 

Mark 

Modleal 1993 President's 

1993Congrasslonal i«.972,533 

18,660,791 15,057,902 
161,661 85.369 

- GOE and 
Construction mlacellaneous 

Action 
Difference 

1994 President's 
Request 

1994, Congressional 
Action 
Difference 

1995 Presldsnt'e 
Request 
1995 Congressional 
Action 
Difference 

1996 President's 
Request 
1996 Congressional 
Action 
Difference 

17.416,622 

17,668,608 
251,886 

17,679,310 

18,146,221 
466,911 

19,113,226 1 

18,381,466 1i5,884,e02 
(761,770) 

15,927,338 

16,075,300 
147,962 

16,413,218 

6,479,570 
66.352 

7,301,135 

(416,533) 

603,591 

689.120 
85,529 

564,008 

663,816 
99,807 

313,680 

545,756 
232,076 

787,640 

374,552 
(413,088) 

933.006 

913,769 
(19,237) 

925,276 

929,393 
4.117 

952.412 

1-120,695 
168,483 

1,024,461 

1,102,302 
77,851 
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E X E C U T I V E O F F I C E OF T H E P R E S I D E 
NT E X E C U T I V E O F F I C E OF T H E P R E S I D E 
N T 

30-May-1996 03:54pm 

TO: (See Below) 

FROM: Charles E. K i e f f e r 
O f f i c e of Mgmt and Budget, LA 

SUBJECT: House VA-HUD Subcommittee Approves FY 1997 B i l l 

MEMORANDUM FOR THE DIRECTOR 
DEPUTY DIRECTOR 

FROM: Charles K i e f f e r 

SUBJECT: House Appropriations VA/HUD Subcommittee 
Approves FY 1997 B i l l . 

On May 30th, the House Appropriations VA/HUD Subcommittee 
approved t h e i r FY 1997 b i l l . F u l l committee a c t i o n i s expected 
on June 13th. 

Chairman Lewis characterized the b i l l as f a i r , f r e e of 
c o n t r o v e r s i a l l e g i s l a t i v e language, and should have be-partisan 
support. Rep. Stokes said t h a t there are no contentious r i d e r s , 
but t h e r e are some reform p r o v i s i o n s t h a t need t o be addressed. 
Rep. Obey chara c t e r i z e d the b i l l as "more c i v i l i z e d " than l a s t 
year. An Obey amendment t o e l i m i n a t e Space S t a t i o n and spread 
the $2.1 b i l l i o n around was defeated ( v o i c e ) . 

A l l funding l e v e l s are p r e l i m i n a r y . I n order t o come down 
t o t h e i r r e v ised 602 ( b ) , the Subcommittee approved a 1.3 % cut 
on a l l d i s c r e t i o n a r y accounts. The l e v e l s below r e f l e c t the cut 
but do not t i e t o the Subcommittee tables t h a t I have d i s t r i b u t e d 
because the Subcommittee t a b l e preceded the across-the-board c u t . 
H i g h l i g h t s f o l l o w : 

o The b i l l t o t a l s $62.5 b i l l i o n , $5.1 b i l l i o n below the 
request and $1.5 b i l l i o n below FY 1996 (-2%). 

o N a t i o n a l Service i s funded at $362 m i l l i o n , $184 m i l l i o n 
below the request and $41 m i l l i o n below FY 1996 (-10%). A 
Neumann amendment t o terminate the program and s h i f t the 



funds t o P e l l Grants was defeated ( v o i c e ) . 

o CDFI i s funded at $44 m i l l i o n , $81 m i l l i o n below the request 
and 

$1 m i l l i o n below FY 1996 (-2%). 

o EPA i s funded at $6.46 b i l l i o n , $.6 b i l l i o n below the 
request and $.1 b i l l i o n below FY 1996 (-1%). 

EPA Programs and Management i s funded a t $1.68 b i l l i o n , 
$.2 b i l l i o n below the request and the same as FY 1996. 
Wi t h i n the t o t a l , there i s a $12 m i l l i o n (5%) cut i n 



enforcement below the request. Global and Climate Change i s 
reduced by $16 m i l l i o n below the request. I n a d d i t i o n , 
t h e r e are several unspecified reductions t o t a l i n g about 
$.2 b i l l i o n below the request. 

The only environmental r i d e r t h a t appears i n the b i l l 
i s a p r o v i s i o n (not yet d r a f t e d ) t h a t would r e q u i r e EPA 
t o n o t i f y the Committee of t h e i r e n t e r i n g i n t o a 
consent agreement e f f e c t i n g environmental r e g u l a t i o n s 
180 days p r i o r t o the e f f e c t i v e date of the consent 
agreement. Report language i s not y e t a v a i l a b l e t o 
determine whether the r e p o r t i s used t o d i r e c t EPA 
a c t i v i t i e s . 

Superfund i s funded at $1.3 b i l l i o n , s l i g h t l y below the 
request. 

The Brownfields program i s funded a t $36 m i l l i o n , 
s l i g h t l y below the request. 

Clean Water i s funded at $1.33 b i l l i o n , s l i g h t l y below 
the request. $.44 b i l l i o n i s provided f o r Safe 
D r i n k i n g Water, subject t o a u t h o r i z a t i o n . B i l l 
language i s included which t r a n s f e r s Safe D r i n k i n g 
Water funds t o the Clean Water program i f a u t h o r i z a t i o n 
does not take place by June 1, 1997. 

$290 m i l l i o n i s approved f o r s p e c i a l p r o j e c t s i n c l u d i n g 
$150 m i l l i o n f o r US/Mexico border and Texas Colonias 
p r o j e c t s , $50 m i l l i o n f o r Boston Harbor, $10 m i l l i o n 
f o r New Orleans, $20 m i l l i o n f o r the Mojave Water 
Agency and $60 m i l l i o n f o r other p r o j e c t s . 

$81 m i l l i o n i s provided as p a r t of the m u l t i - y e a r 
c o n s t r u c t i o n of Research T r i a n g l e Park, North Carolina 
( w i t h b i l l language s e t t i n g a t o t a l l i m i t of $232 
m i l l i o n ) . 

$532 m i l l i o n i s provided f o r EPA Science/Technology, 
$46 m i l l i o n below the request and $7 m i l l i o n over FY 
1996. The Science and Technology p o r t i o n of the 
Environmental Technology I n i t i a t i v e i s cut by $28 
m i l l i o n . 

The FEMA Disaster R e l i e f account i s funded a t the $320 
m i l l i o n request l e v e l and i s not a v a i l a b l e u n t i l September 
30, 1997 (as requested). I n a d d i t i o n , the b i l l i ncludes $1 
b i l l i o n i n emergency funding t o r e s t o r e the funds e l i m i n a t e d 
i n the FY 1996 Omnibus b i l l . 



o NASA i s funded a t $14.0 B i l l i o n , $.7 b i l l i o n below the 
request and $.1 b i l l i o n above FY 1996 (+1%). Space S t a t i o n 

($2.1 b i l l i o n ) and Space S h u t t l e are f u l l y funded. Mission 
t o Planet Earth i s cut by about $220 m i l l i o n below the 
request f o r a t o t a l of $1.2 b i l l i o n . The Subcommittee 
assumes t h a t $900 m i l l i o n of our f i x e d assets proposal i s 
p a r t of the VA/HUD b i l l . They approved the $558 m i l l i o n 
request f o r the Tracking and Data Relay S a t e l l i t e 
Replenishment Program but d i d not approve the $342 m i l l i o n 
New Millennium request. This i s where the Subcommittee 
"parked" t h e i r budget a u t h o r i t y i n the event they get an 
increased o u t l a y a l l o c a t i o n l a t e r i n the process. 

o NSF i s funded a t $3.2 b i l l i o n , $.1 b i l l i o n below the request 
and 

the same as FY 1996. 

o HUD i s funded a t $19.8 b i l l i o n , $2.2 b i l l i o n below the 
request and $1.0 b i l l i o n below FY 1996 (-5%). 

CDBG i s funded a t $4.14 b i l l i o n , $.5 b i l l i o n below the 
request and FY 1996 (-10%). 

Homeless programs are funded a t $812 m i l l i o n , $308 
m i l l i o n below the request and below resources a v a i l a b l e 
f o r FY 1996 (-27%). I n a d d i t i o n , the Housing 
Opportunities f o r persons w i t h AIDS program i s funded 
as a freestanding account a t $169 m i l l i o n , s l i g h t l y 
below the request and the FY 1996 l e v e l . 

E l d e r l y and disabled housing, $759 m i l l i o n , s l i g h t l y 
below the request and $.3 b i l l i o n below FY 1996. 

$114 m i l l i o n i s provided f o r vouchers, $176 m i l l i o n 
below the request. Report language w i l l i n d i c a t e t h a t 
funds are only f o r r e p l a c i n g other assistance (no 
incremental vouchers). 

Severely d i s t r e s s e d housing i s funded a t $474 m i l l i o n , 
$176 b i l l i o n below the request and s l i g h t l y below FY 
1996. 

Drug E l i m i n a t i o n Grants are funded a t $286 m i l l i o n , 
s l i g h t l y below the request and FY 1996. 

HUD Operations i s funded a t $949 m i l l i o n , $38 m i l l i o n 
below the request and s l i g h t l y below FY 1996. 

Numerous HUD reforms are i n the b i l l (though b i l l 
language i s s t i l l being d r a f t e d ) such as: minimum r e n t 



r u l e s ( w i t h w a i v e r ) ; various s e c t i o n 8 savers such as three 
month delay i n r e i s s u i n g c e r t i f i c a t e s and vouchers, and 
l i m i t i n g high cost u n i t s ; PHA fees are set a t the 
President's request; FHA Assignment Reform f o r 1997; 
and m u l t i - f a m i l y property d i s p o s i t i o n reform. 

VA Medical Care i s funded at $16.8 b i l l i o n , $.2 b i l l i o n 
below the request and $.2 b i l l i o n above FY 1996 ( 1 % ) . 

VA Operation i s funded at $812 m i l l i o n , $32 m i l l i o n below 
the request and $36 m i l l i o n below FY 1996 (-4%). B i l l 
language l i m i t s the number of SES and Schedule Cs and t r a v e l 
and s a l a r y costs of the O f f i c e of the Secretary. 

The Subcommittee does not fund our request f o r a new Brevard 
h o s p i t a l but includes funds f o r a c l i n i c . The Travis 
h o s p i t a l i s funded. 

CEQ i s funded at $2.22 m i l l i o n , $.2 m i l l i o n below the 
request and $.1 m i l l i o n above FY 1996 ( 3 % ) . 

OSTP i s funded at $4.9 m i l l i o n , s l i g h t l y below the request 
and $.1 m i l l i o n below FY 1996. 

The O f f i c e on Consumer A f f a i r s i s terminated. 
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NOTE TO THE READER: 

Overall Notes: 

The Health and Personnel RMO Spring Review materials consist of three sections: Veterans Affairs Branch, Personnel 

Branch, and Health Division. 

• Each section contains: 

An agency overview paper, in the form of Attachment A, "Program Performance Assessment for Key Programs", 
which was provided in the April 14th memo from the Deputy Director for Management. 

Papers prepared on key program areas jointly agreed to by OMB staff and the relevant agency (Attachment B, 
"Relationship of Key Performance Objectives and Budgets"). 

Veterans Affairs Branch Notes: 

Attachment A was prepared by the VA Branch. It discusses VA-wide performance measurement activities and the VA 
Branch analysis of performance objectives and measures in each major program area. 

Attachment B was prepared by VA, but reflects VA Branch edits to make the paper clear and concise. 

Personnel Branch Notes: 

Attachments A and B discuss OPM's administration of the civilian retirement program. 



Health Division Notes: 

For the Health Division, Attachment A discusses HHS wide performance measurement activities, while Attachment B 
covers only the HHS health related papers. The two key program papers for HHS' Administration for Children and 
Families are included with the Human Resources Division Spring Review matenals. 

Three key program papers, written by HHS, are included as Attachment B. These papers reflect discussions between 
OMB's Health Division and HHS during April and May. The Health Division has prepared a bnef summary for each of 
the three key program papers. The brief summary appears before each of the key program papers. 
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Program Performance Assessment for Key Programs - Attachment A 

Selecting the Key Programs 

VA and OMB have identified nine major lines within VA: 

Medical Care 
Medical Research 
Disability Compensation 
Pension 
Loan Guaranty 
Vocational Rehabilitation and Counseling 
Education and Training Assistance 
Insurance 
National Cemetery System 

Three of the nine programs were identified as "key" programs and selected as the focus of this review: 

Medical Care 
Disability Compensation (program administration only) 
Loan Guaranty 

After reaching agreement on the three key areas, VA began an internal process to identify program and policy objectives and 
^ i Z Z X l c h o f them. The VA disability compensation program was identified as a key program but, due to the controversy 
" d i n g the mission of the program, VA asked, and we agreed to limit the scope of the spring review to the administrative 
part of the program. However, we continue to discuss performance in all major areas in other contexts, such as GPRA 



performance pilots and our preparations for the FY 1997 budget. 

A general note: VA's approach to planning and performance measurement has been organization and process based rather than 
customer and outcome based. Missions, objectives and measurements are defined and administered independently of each other 
within the Department. Ideally, the customer should be the focus of VA's performance. Serving the customer better means 
integrating the Department's separate planning processes. 

Why Key Programs Were Selected 

Medical Care With 173 hospitals and 548 other health facilities, the VA Medical Care system is the ^ ^ ^ i ^ ^ ^ J l ' ^ ^ ' f ' ' ^ ^ ' ^ 
^ Z c o u Z treatinTlnorrthan 2.5 million veterans-eacTfTea"r. It accounts for 42 percent of the VA's budget ($ie^rihon in ^ \ 
F Y m T ^ d 9 0 ^ ^ ^ ^ ^ of its FTE (205,000 in FY 1995). Approximately a quarter_of t l ^ M e d i c a l C ^ 7f .cK^CC>-^ 
prov ding services not found easily in the private sector, including treatmejU for jp ina lmrd^nj i^_at^^^ long-term / ^^vV^ 
c a ^ generous mental health benekand higWy^b_sidLzM,Erescnption drugs. In the fall of last year, a new Under Secretary for 
HealthTDr. Ken Kizer, was hired to overhaul the VA Medical Care system. 

Disability Compensation. Disability Compensation was selected due to its size and because it is ^ ^l!!;; P^^^'^.^f P 
serving 2 5 million veterans and survivors. The Disability Compensation program represents 72 percent of VA s total mandatory 
spending ($r4 4 billion in 1995). The mission of the program is controversial and politically sensitive The program s legislative 
as fid ntifles indemnification is a goal of the program. The implementing regulations require the ' " ' ^ - - J - ^ i w T v 1 

ô ^ benefits, to be paid in accordance with a rating schedule designed to replace lost income resulting from ^ êdi ability By m̂^̂^ 
agreement between VA and OMB, the entitlement part of the compensation program was not included within the scope of this 

ly^^^^ review. 

We did include the administrative piece of the program in the review as a major program. The total VBA General Operating 
Expenses (GOE) budget was $676 million in 1995. The majority of the VBA GOE budget relates to the Compensation program, 
rr^prov^g the quality and timeliness of claims processing is consistently one of the top two prionties of-the veterans service 
oXTzatfons. InvesLg in medical care is the other. Significant backlogs of claims for benefits exist and VA has been criticized 

it inability to deliver benefits to veterans in a timely manner. The Veterans Benefit Administration has just completed a 
t h r e ^ a ^ a L n i l i i o n J o U a u n ^ ^ intended to upgrade computer hardware and software to enhance claims 
adjudication performance. 



Loan Guaranty The Loan Guaranty program was selected for its size, for its similarity with loan programs in other Federal 
agencies and for its need to make better progress in measuring key aspects of its performance. 

VA's Home Loan Guaranty program had about $155 billion in guaranteed loans and $3 billion in direct loans outstanding as of 
ĥe tart of FYT995, serving the home-buying needs of approximately 2.7 million veterans. Measuring its Performance cuts 

across other Federal programs and agencies. Although Home Loan Guaranty is a highly specialized Program wuhin VA the 
"enef t t p ov̂dê^̂^̂^ assistance in buying and retaining a home, is similar to the benefit provided by the Federal Housing 
Adm ni ration and the Famier's Home Administration. One purpose of identifying the VA Loan Guaranty program for the Spnng 
RevTw isTenable the Government to begin evaluating the relative effectiveness of these broadly similar programs. 

VA Wide Performance Measurement Activities 

VA used the spring review process to add momentum to their efforts to develop better performance infonriation. Although only 
Tee programs we?e the focus of the review, VA divided their department-wide operations into nine major activities For al of 
the ninl areaTexcept for Disability Compensation, VA identified program and policy objectives. VA's intention is o blend the 
oroH^essrey have m̂^̂^̂  in identifying goals and measures in the spring review process with GPRA performance pi ots. (Loan 
S a n t y and ̂ he NTW York Regionafoffice's benefits administration were both GPRA piloUO VA has made significant progress 
in reporting performance information in the Annual Financial Statement prepared under the CFOs Act. 



Medical Care 

In March VHA rolled out plans to restructure the existing system of 173 independent hospitals into 22 vertically integrated 
service n;tworks (VISNs). The plan focuses on bringing more accountability to the Medical Care system, as well as providing 
stnictural incentives for efficiency, quality and improved access. 

VHA's plan to integrate new and existing financial and clinical systems to measure performance ties neatly into the effort to 
restnicture the health system. VHA intends to use its measures to evaluate the new health networks and their success in shifting 
from inpatient to outpatient care, emphasizing preventative medicine, and controlling costs. 

We are impressed with VHA's effort, we recommend three general enhancements: 

VHA should include more cost-control measures linked to eligibility reform, reorganization, and NPR2. Eligibility reform 
will require VHA to shift large numbers of patients from inpatient to outpatient care. VHA will need to monitor and 
manage this shift to ensure that reform remains budget neutral. "Cost-effectiveness" was not listed m VHAs mission 
statement. 

Increase the number of items which VHA capitates. In addition, VHA should explore opportunities to use its huge buying 
power to contract out "risk" in areas such as pharmaceuticals. 

VA needs to monitor health outcomes and, more generally, its place in the market; who does not use VA facilities and 

why. 



Disability Compensation 

To date VA has developed crude performance measures of overall timeliness and total claims pending covering only parts of the 
claims adjudication function. VA has not taken a comprehensive view of claims adjudication by developing goals and 
corsponding measures in all key areas of the claims processing function, such as accuracy, cost and customer satisfaction, to 
complement the timeliness and backlog measures. 

VA's efforts in this area have been largely driven by OMB and Congressional pressure to correct the long time to Process a claim 
iTthe large volume of unprocessed claims. In June 1993, VA and OMB signed a limited performance agreement which defined 
timeliness goals. VA failed to meet the its timeliness goal for 1994. 

VA's New York Regional Office (NYRO) is a performance pilot under the GPRA. The NYRO has been reorganized into 
r i d i c a t L teams rather than following the traditional "assembly line" approach used in VA's other regional offices. Concurrent 

' wth he reorganization, the NYRO has begun to define more refined and comprehensive performance goals and measures. 
Other VA regional offices are also currently exploring alternatives to traditional "assembly line claims processing. 

What do .e know about program performance? We know that in FY 1994 there were 448,589 -^P^^^fJ'^"'^;^;^ ° ' 
which 27% were over six months old. The days-to-process-a-claim amount increased from 151 in 1990 to 213 in 1994. The 
claims backlog decreased during 1994 due to heavy overtime during the year. 

We also know that claims have changed over time. Instead of clear combat related disabilities, new claims ^ ^/^^^^J^/Ji^^ 
and complex requiring more processing time. A significant number of benefit claim denials that are appealed to the Board of 
Veterrs Appê ^̂ ^̂  and the Court of Veterans Appeals (COVA) are remanded to VA. Very few cases actually reach the 
BvTor CoTA however the high remand rate may be a reflection on the quality of adjudicated claims or the overioaded burden 
on the BVA and COVA. 

What we don't know? Except for timeliness, we don't know what the program and policy objectives are for the claims 
^iudication function. More specifically, we don't know how accurately claims are adjudicated or the cost of adjudicating a claim. 
We don knoTrether investments in information technology or the "team" approach to adjudication are enhancmg performance. 
We don't have a set of comprehensive goals and measures that address timeliness, accuracy, cost and customer satisfaction. 



What might we learn from the FY 1997 Budget submission? VA will increase the amount of performance information reported in 
the FY 1997 budget as compared to the FY 1996 budget. The additional performance information may give us a bette 
understanding of how well VA is doing in obtaining information from other agencies (primarily DOD) and VA hospitals to 
ad'ud te claims and how accurately VA makes approval or denial decisions (not whether a claim is accurately rated). 



Home Loan Guaranty 

As a financial service entity that does business with thousands of other financial institutions around the country VA's Loan 
Guaran' s rvice has long had measures of financial performance. Also, as a GPRA pilot, the Loan Guaranty Service has begun 
To makLme headway in developing non-financial performance measures, particulariy in the area of customer satisfaction. 

VA identifies two primary objectives of this program: helping veterans purchase and r e ^ their homes. Four sub-objectives 
include (1) providing courteous, responsive and timely service to veteran borrowers, (2) assisting veterans in avoiding 
f ' i c L r e (3 providing courteous and responsive service to participating lenders, and (4) being efficient and effective. VA 
d^ltdesTrionia^^ measures into four types: outputs, effectiveness, efficiency, and outcomes. Currently, VA is able to produce 
relevant andTedible output and effectiveness measures but not efficiency or outcome measures. Its plan would improve the 
measurement of efficiency but add little to our knowledge of program outcomes. 

Relation of performance to objectives. OMB staff would like VA to more cleariy and directly relate its various measures of 
p^gram X t Z Z l program objectives. The fulfillment of certain objectives is not discussed at all. For instance, there is no 
measure of VA's performance at helping veterans retain their homes or avoid foreclosure. 

Comr,leteness of measures. OMB staff would like VA to widen the scope of its performance measures to include all significant 
S e s of h f pTogr̂ ^̂  One major missing item is the performance of VA's direct home loans, most of which are issued to 
non~^^^^^^^^ to expedite' the disposition of VA-owned property. Also, although VA includes measures of administrative 
costs in the efficiency category, it does not include measures of total program costs. 

Measuring effectiveness. OMB staff would like VA's effectiveness measures to facilitate comparison of the cost differences 
ret^en sendee provided directly by VA and services delegated or contracted out to others. For instance, VA underwntes a 
s l T p o Z of t̂ lô ^^ it guarantees; the rest are underwritten by pre-approved lenders. In measuring cost per loan guaranteed, 
VA should report two costs, one for VA underwriting and one for automatic lender underwriting. 

^P^^ • /s ^^•3--. -f^ ^^^^ 



Weakness of outcome measures. Finally, OMB staff would like VA to expand its list of outcome measures. VA really has only 
one outcome measure and it is entirely subjective (based on a survey of veterans' opinions). VA needs to strengthen his measure 
by adding objective measure of its success at helping veterans become homeowners, e.g veteran home ownership rate- Also, 
VA needs to adjust its measures for factors that influence program outcomes over which VA has no control, e.g measuring 
veterans home ownership rates after taking age and income into account and measuring foreclosure rates after adjusting for 
changing economic conditions. 

10 
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Attachment B 

RELATIONSHIP OF KEY PERFORMANCE OBJECTIVES AND BUDGETS 
DEPARTMENT OF VETERANS AFFAIRS 

MEDICAL CARE 

Business Line: Health Care Programs 

1. Policy and Program Objectives: 

A. Improve and enhance VHA's health care delivery system for veterans 
B. Re-engineer the management structure 
C. Improve the quality and cost-efficiency of VA health care services 
D. Improve patient satisfactioiTwitTrVA's health care services 

2. Performance Measures (are available and will be used in the FY 1997 budget) 
Outputs: 
A. Total days of acute and rehabilitative care per unique user per year 
B. Total number of outpatient visits per unique user per year 

Effectiveness: 
A. Average waiting time for a new appointment in Primary care 
B. Average waiting time for a subspecialty referral (stable patient) 
C. Average time from check-in to being seen by provider 

Efficiency: 
A. Cost per unique user 
B. Cost per outpatient visit 
C. Cost per inpatient discharge 
D. Ratio inpatient cost to hospitalized patient cost 
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Outcomes: 
A Percent of all patients satisfied with care and services 
B.' Percent of patients reporting problems in areas of their preferences for care and services 
C Average JCAHO grid scores for surveyed hospitals 
D'. Proportion of patients receiving care in accordance with set and '̂̂ .'̂ P̂̂ ^̂ ^ standards 
E. Proportion of facilities successfully accredited by survey organizations (JCAHO, CARF, AABB, NRC. etc) 

Business Line: Research Programs 

1. Policy and Program Objectives: 

A Conduct a national research program that improves medical care and health of veterans 
B." Establish close linkage between VA's research strategy, funding and the common clinical conditions treated by VA 

C. Enhance research activity in key areas 

D. Increase the number of extra-mural funding partners 

2. Performance Measures (are available and will be used in the FY 1997 budget) 

A"'' '" 'Total number of funded programs in basic and health systems research areas per year 
B. Total number of new grants funded per year 
C. Proportion of grants receiving extra-mural funding 
D. Proportion of funds coming from extra-mural sources 

Effectiveness: 
A. Number of peer review articles published by VA researchers per year 
B. Number of awards or recognition for VA researchers per year 
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Efficiency: 
A. Administrative overhead per grant funded 
B. Administrative cost per peer review publication 
C. Average total cost per grant 

Outcomes: 
A Grants funded by extra-mural sources fA/A ^ . „ 
B. Satisfaction of internal customers that research programs are addressing important areas of VA care 

Business Line: Educational Programs 

1. Policy and Program Objectives: 

A. Provide training and education to medical, dental, nursing, and allied health professionals that supports VA's 

B En?urtLTeduraUonal activities support the immediate and long-range needs of the VA health care system 
C. Ensure the fair and equitable treatment of VA needs by academic affiliates 

2. Performance Measures (are available and will be used in the FY 1997 budget) 

Outputs: 
A. Total number of FTE trained per year 
B. Total number of unique individuals receiving training per year 
C. Total number of academic affiliations in place per year 

Effectiveness: 
A Satisfaction of trainees with educational experience 
B. Proportion of finishing trainees offered employment in VA who accept the offer 
C. Satisfaction of internal customers that programs support VA needs 
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Efficiency: 
A. Administrative cost per affiliation 
B. Average cost per trainee by type per year 

Outcomes: 
A Proportion of trainees obtaining certification following training 
B. Proportion of trainee slots in key areas filled by national matching program 

Summary of current program resources: 

Medical Care Program 
V 1QQ6 Riidp;et Estimate 

FY 1996 
BA Outlavs BA Outlays 

Programs FY 1996 Budget Estimates 
FY 1996 FY 1997 

Medical Care 16,961 16,838 16,453 16,514 
Research 257 256 249 251 

5. Using the outcome of NPR Phase I I as a base, discuss briefly: 

A. What might be done to improve the performance of the program: 

During the NPR Phase I I review, VA emphasized the need to make its health care system more rational, eô t.effê ^̂ ^̂ ^̂  
customer friendly - both for those who come to VA and to those who operate the system. A cornerstone of this effort will 
T r Z o ^ m J . H ^ . \ ^ i y requirements that up to now have proved to be major hurdles in delivering rational health care. 
This eligibility reform will permit VA's health care providers to dispense care in what they deem to be the most 
approprLe setting and reflecting the current trends and thinking in the health care industry. Part of this effort will be to 

14 



streamline the process that veterans and medical administration personnel must go through to determine a veterans income 
level and priority in the system. The NPR proposal will dramatically simplify the process by tying the income verification 
to a veterans taxable income. 

Other initiatives include studying an expansion of opportunities for sharing with the Department of defense, retaining a 
portion of the money collected from 3rd-party providers, participating in pilot projects under Medicare and looking at 
conTacting out and privatizing support activities. All these initiatives will play a major part in not only stream ining VA 
operations but increasing revenue streams and reducing resources used for support services which can then be transferred 
to direct patient care. 

B. Are there laws or administrative controls that are obstacles to improved performance? 

As part of the NPR II review. VA will propose several legislative and administrative initiatives that will be necessary to 
improve performance. Eligibility reform will require legislation that will remove several currenlJy existing ban-iers to 
aZwTng our health care providers to deliver the most appropriate care. A primary example to these re^rictions includes 
HmTg prescribing many prostheses only to hospitalized patients and treating patients on - ^ ' ^ f ' ^ ' . ^ l ^ ^ ^ ^ ^ 
or post hospitalization basis or to obviate the need for hospitalization. To implement a simplification of the means test 
°here will have to be an agreement with IRS to allow for a match against IRS data. Medicare pilots will also require 
legislation. One option for handling support activities involves Canteen Service taking over some functions currently 
handled by medical center employees. To do this will require legislation making Canteen Service a non-appropnated fund 
instrtimentality (NAFI). NAFI authority will be part of a broad legislative package that will be a vital part of 
implementing the NPR initiatives. Additional legislative and administrative changes may be identified as VA moves 
forward on these NPR activities. 

6. Use of program and financial data and information: 

VHA program managers always review financial and program data for their individual programs. VHA is also improving 
its ability to do cross-cutting analyses by creating national data sets which enables managers to compare their programs 
performance with that of like facilities or with the national average or some other benchmark. Examples are the QUIC 
data base for quality improvement comparisons and the RPM data base for cost compansons. 
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Two maior imDediments to our ability to use information to nial<e management decisions timely at most organizational 
Two major ™P=<'''̂ ="'» '° ° , ' elinical and financial information systems and the relative infrequency of 
;tunTiheTat r i tfb pi>ots. which VHA has just begun, will help focus attention on 
priori"- for development of data not currently available which are necessa,̂  'o measure progress toward our objeOves. 
e.g.. actual costs of treating specific patients. 

VHA believes good management information must be derived from actual operational data. Therefore our infonn^ 
X s t l s Abased in the transactional local applications of Decentralized Hospital Computer System (DHCP). The 
S o n T u p p o r t System which will provide specific patient and service costs when fully implemented will use local data 
fo e â^̂^̂^̂^̂^ as well as provide roll-up capability. Integration of the clinica an^ financial information 
in fhe DSS system will provide the capacity for continuous improvement ,n both areas simultaneously. 

In addition to our broad IMR activities, VHA has an integrated mechanism for imî ementing 
Sentif ed through IG reports, JCAHO reviews and other internal control reviews. Evaluations such as that of the pilot 

S n o id̂^̂^̂^̂^̂^ and the Contract Community Nursing Home Study have identified ways to improve 
^ I m effî ^̂ ^̂ ^̂ ^ we have been implementing. Our Cost Containment Center generates regular and special reports 
7 o f Z m S centers' use on costs of supplies (e.g., home oxygen) and best approaches to common problems (e.g., 
needle stick injuries). 

All of these mechanisms and approaches are necessary in a complex health ^̂ ^̂  ^^^"^^J/.^^^""^^^^^^^ ^^ich 
accomolishment of our policy and program objectives have multiple interconnections and feedback effects, not all ot wnicn 
a^exptu N̂ĉ^̂^̂^̂^̂  linkages'will be made as we implement the Vision for Change, evaluate our GPRA pilot 
erperienct and reoriem all levels of the organization to the accomplishment of our common objectives. 
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Attachment B 

RELATIONSHIP OF KEY PERFORMANCE OBJECTIVES AND BUDGETS 
DEPARTMENT OF VETERANS AFFAIRS 

COMPENSATION FOR SERVICE-CONNECTED DISABILITY AND DEATH 

1. Program and Policy Objectives: 

VA and OMB agreed not to address this area for the entitlement part of this program. VA also elected not to provide this 
information for the administrative part of the program. 

2. Performance measures to assess progress in achieving objectives (NOTE: measures currently available are marked by an 

asterisk): 

A. Number of adjudication actions completed each year: 

1. Original claims* 
2. Supplemental claims* 
3. Ancillary and special reviews* 
4. Vocational rehabilitation - basic eligibility determinations* 

B Qualitative information on new or improved data exchanges implemented (Note: VA interacts with other agencies and 
within its department to obtain and verify a veterans' information - specific measures not provided): 

1. Other VA elements* 
2. Social Security* 
3. IRS* 
4. DoD* 
5. Other organizations* 
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C. Claims processing timeliness for original claims and adjudication actions: 

1 Average number of days to process* 
2. Percentage of cases worked within 30, 90, 120, 180, or more than 180 days 
3. Actual direct labor hours expended* 

D. Accuracy of claim determinations: 

1. Percentage of cases in which there was no control or development error* 
2. Percentage of cases in which there was no error in the decision reached* 
3. Percentage of cases in which there was no error in the notification provided to the claimant* 

E. Customer service performance based on periodic surveys. 

F. Percentage of personnel who meet internal proficiency standards. 

G. Average unit cost or cost per claim, expressed in terms of: 

1. Direct labor per adjudication action. 
2. Total adjudication division costs per adjudication action. 
3. Total adjudication division costs and support costs per adjudication action. 
4. Full department cost per adjudication action. 

3. Performance measures that will be used in the FY 1997 budget process to assess progress in achieving the objectives: 

Same as the measures with an asterisk in #2 above. 
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4. Summary of current program resources: 

Disability Compensation Program 
FY 1996 Budpet Estimates 

(In millions of dollars) 

FY 1996 E Y i 9 2 I 
BA Outlavs BA Outlays 

Benefits $14,834 $13,805 $15,629 $15,560 
r o F 694 709 673 667 

Totaf $15,528 $14,514 $16,302 $16,227 

5. Using the outcome of NPR Phase I I as a base, discuss briefly: 

a. What might be done to improve the performance of the program: 

NPR Phase I I did not include any initiatives pertaining to the compensation program. 

b. Are there laws or administrative controls that are obstacles to improved performance: 

NPR Phase II did not include any initiatives pertaining to the compensation program. 

6. Use of Program and Financial Data and Information: 

Programmatic and performance information for the compensation program is provided by our ^ " ' " ^ ^ ^ ^ ^ ' ^ ' ^ ^ i f "J^;''"^ 
system (TARGET), our automated management information and operational resources reporting systems (DOOR), our 
automated̂ ^̂ ^̂ ^̂  (PAID), the administrative accounting system (FMS), and the manual quality reviews conducted by 

A 
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regional office and central office staff members. Compensation financial data is provided by the Hines Compensation and 

Pension System. 

Reports from the automated systems are generally available by the middle of the succeeding calendar montĥ  With only 
TcZZnlZcepiions, this in/ormation is accurate and reliable. Reports are drawn from a common data base. 

VFTSNET will improve our ability to create ad hoc reports and to modify or establish recurring reports. It also will improve 

reports will be produced overnight. 

Complete financial cost data is not available. I. is our goal to develop this data over time as we move to implement GPRA. 

20 



Attachment B 

RELATIONSHIP OF KEY PERFORMANCE OBJECTIVES AND BUDGETS 
DEPARTMENT OF VETERANS AFFAIRS 

LOAN GUARANTY PROGRAM 

Program and Policy Objectives: 

Help veterans purchase and retain homes by providing: (a) courteous, responsive, and timely service ^̂ ^̂ êrans and service 
S n s seeking to use their loan guaranty benefits; (b) assistance to help veterans avoid foreclosure; (c) courteous and 
resronsiret;̂ ^̂ ^̂ ^̂  who'are voluntarily participating in the VA loan guaranty program; and (d) the loan guaranty 
benefit in the most cost-effective and efficient manner possible. 

Performance measures on which information is now available to assess progress in achieving the objectives (NOTE: The 
h f Z w reprent^L^^ set of performance measures; those for which information is now available are marked by 
an asterisk): 

A. Number of loans guaranteed* 
B. Number of claims paid* 
C. Number of properties disposed* 
D. Veteran satisfaction in obtaining a certificate of eligibility* 
E. Eariy foreclosure rate (Credit Management)* 
F. Defaults reported as a percentage of loans outstanding* 
G. Administrative cost per loan guaranty issued 
H. Administrative cost per default processed* 
I. Administrative cost per portfolio loan serviced* 
J. Administrative cost per property disposed* 
K. Property inventory compared to six-month pipeline inventory* 
T Veteran home buyer satisfaction* • A/A J 
M. Percentage of loan recipients who say they could not have purchased their home without using their VA Loan 
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Guaranty benefit 
N. Lender satisfaction* 

3. Performance measures that will be used in the FY 1997 budget process to assess progress in achieving the objectives: 

Same as the measures with an asterisk in #2 above. 

4 Summary of current program resources: 

Loan Guaranty Program 
FY 1996 Budget Estimates 

(In millions of dollars) 

FY 1996 

Guaranty and Indemnity Fund 
Administration 
Loan Costs 

Loan Guaranty Revolving Fund 
Administration 
Loan Costs 

Direct Loan Revolving Fund 
Administration 
Loan Costs 

Native American Veterans Housing Loan Program 
Administration 1 
Loan Costs 0 

FY 1997 

0 
0 

BA Outlavs BA Outlavs 

78 78 84 84 

504 525 377 404 

52 52 42 42 

23 -55 29 23 

1 1 0 0 

0 -4 0 -3 

0 
2 
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Using the outcome of NPR Phase II as a base, discuss briefly: 

A. What might be done to improve the performance of the program? 

As proposed during the NPR Phase II review, VA will contract out the servicing of its portfolio loans. The number of 
portfolio loans has dropped to the point where it is no longer efficient for VA to invest in the system upgrades necessary to 
continue to service these loans. Most private sector servicing companies service hundreds of thousands of loans and 
a^htve significant economies of scale that VA cannot achieve with its relatively small loan Poî foho^ Mos of the portfolio 
loans were made in connection with VA property sales and were not made to veterans, n addition, VA ^ / " ^ y j ^ 
it is more cost-effective to continue to acquire properties that were the security for f̂ ^̂ '̂ '̂ ^̂ .'̂ ^̂ A guaranteed loan̂ ^̂ ^̂ ^ 
resell them with direct financing, or to rely on lenders to dispose of foreclosed properties without benefit of VA-provided 
seller financing. 

Continued modernization of the Loan Guaranty information technology systems is important for VA to be able to improve 
perforancT. Improved information systems and the use of electronic data interchange (EDI) will enable VA to improve 
service delivery to veterans and lenders and cut staff by simplifying or eliminating routine data entry and processing. 

Training is also necessary to give employees the skills to improve program performance and increase customer satisfact̂ km 
m Loan Guaranty program fs a highly technical financial program. Although VA has passed more and more of the ront-
end workload of processing applications and approving loans onto participating lenders, where field employees are still 
needed they perform highly specialized work as credit underwriters, staff appraisers, construction analysts, loan service 
reptsentatLs, and realty specialists. The Comprehensive Loan Guaranty Training Program has been developed to provide 
[hrarpropre financial and technical training for new hires as well as seasoned employees. Over time, however. VA may 
be able to devolve more and more of these technical functions onto the private sector. 

B. Are there laws or administrative controls that are obstacles to improved perî ormance? 

In conjunction with the proposal developed during the NPR Phase II review. VA seeks authority to contract for the 
servicing of VA loans for up to 15 years. Current law limits most government contracts to five years However, loan 
servicing contracts in the private sector typically run for the life of a pool of loans, which can be up to 30 yearŝ  The 
proposal would also allow for the payment of the contract to be deducted from the collections due on the loans being 
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serviced, as is the common business practice for private sector servicing contracts. 

VA also seeks legislation to make permanent several expiring provisions of the law governing the Loan Guaranty Progrâ ^̂  

the operation of the program, though some of them may also add to program costs. 

6. Use of program and financial data and information: 

The T oan Guaranty Program has been a Performance Measurement Pilot Project under the Government Performance and 
Z ^ r A T T ^ Z J ^ T — ^ has been developed to give program managers and the public a comprehensive view of 
p r o g l perf̂ ^̂ ^̂ ^ For 1997, VA is merging the GPRA Performance Plan with the budget request in the form of a 
comprehensive business plan for the program. 

these unit costs for each individual regional office. 

VA has been aggressively see.ng c . ^ input on 3 m P — ^ ^ ^ ^ ^ ^ ^ ^ ^ ^ ' r l ^ ^ ^ a X S ' S t l 

veteran borrowers and P""'<^'P4^"f'^f" JfJ^V^^^^^^^ being used .0 idemify areas where VA must work 

s i " Ŵ ^̂ ^̂  m/asured witĥ  internally deflned standards of timeliness, it 

will be measured by the satisfaction of the customer. 
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