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Good morning, everyone. Thank you, Tom (Dr. Garthwaite), for that kind introduction.  And thank you all for that warm reception. 

It was over eight years ago that I set aside the duties of Acting Secretary and left VA Central Office. At that time, I turned over to my successor the responsibility for wrestling with health care issues such as: access to care, budget and the allocation of resources, both on a geographic basis and between VHA's many programs, updating VA's legacy infrastructure to meet the needs of the future, collection of third party payments, our relationship with our academic affiliates and our relationship with fellow Federal healthcare providers such as the Department of Defense. 

It is sometimes said, "The more things change, the more they stay the same."  That describes well what I see in VHA as I once again take the helm of the Department of Veterans Affairs.

I am pleased that some things remain unchanged. VA's people are among the best in government.  I would not have accepted stewardship over the Department, or responsibility for fulfilling the President's commitment to veterans, if I had not been confident of the ability and commitment of the more than 180,000 employees who bring VHA to life.  

And I am pleased by some of the things that have changed. 

Dr. Martin Luther King once said: "As we think of the coming new world we must think of the challenges that we confront and the new responsibilities that stand before us.  We must prepare to live in a new world." VHA will certainly confront great challenges if we are to meet the new responsibilities inherent in the new healthcare world of the twenty-first century.  We must certainly prepare ourselves to live in that new world. 

The changes of the last eight years are a part of that preparation. I am pleased by much of what I have learned about them.

When I left Washington in 1993, it would not have been too unfair to say that VA healthcare was defined by VA's buildings. We operated the hospital-centered health care system we had inherited. And the Congress had given us eligibility criteria favoring inpatient hospital care. Rules allowing the availability of beds to serve as a gatekeeper for access.  A critic could have said that VA was "putting buildings first".

We've come a long way since then. Congress reformed eligibility criteria and VHA, under the dynamic leadership of Doctors Kizer and Garthwaite, severed the equation of healthcare with hospital care.  They positioned VHA to embark on a journey towards patient-centered healthcare.  

I am also pleased when I see the changes VHA has made to systematically monitor and improve the quality of care and to ensure patient safety.

"The more things change, the more they remain the same".  

Even in the face of these dramatic changes, the fundamental issues facing VHA remain pretty much the same.

---How will we ensure that the healthcare we provide our veterans is quality healthcare?

---How will we provide for better access to our care, not just in terms of geography, but also in terms of ensuring access to our specialized services while maximizing access for the highest possible number of veterans.

---How can we maximize the resources available to us and how will we allocate those resources both in terms of geography and in terms of programs?

---How will we shape our infrastructure to meet the demands of twenty-first century care?

---How will we ensure that our relationship with our partners in the affiliated medical schools is mutually beneficial while at the same time ensuring that VA's limited resources are focused on our primary mission: quality healthcare for veterans.

---How will we shape our organization to ensure that we make the best use of our limited resources, striking an optimum balance between the advantages of centralized governance and local management while providing accurate measurement of our outcomes?

---How do we best coordinate the care we provide with the care provided by other programs in those cases where our patients are eligible for services from different programs; for example through the Defense Department or through Medicare?

Our answers to these questions will determine VA's future. Our answers to these questions will shape our ability to realize my vision for the veterans' healthcare system. A system providing access to high-quality care on the basis of our patients' status rather than their geography. A system generating cutting edge medical research and supporting high-quality medical education.   

As I try and put answers to these questions into a coherent matrix, I am reminded of something that John Muir once said:  "You can not do just one thing, because when you touch any one thing in the universe, you find that it is connected to everything else." All of the questions I just raised must be answered.  

But the answer to any one of these questions will affect the answers to each of the others.

We can't answer questions about access without having answers about infrastructure.  We can't answer questions of infrastructure without knowing the balance between specialized services and other forms of care.  We can't answer these questions until we know how we will allocate resources.  We can't answer these questions until we know what resources are available.  

In order to answer these questions in a coherent whole, we must establish an immutable guide star.  

We can then address the rest of the questions we face from the base we have established and the course we have set. Oliver Wendell Holmes once wrote: "I find the great thing in this world is not so much where we stand, as in what direction we are moving. To reach the port of heaven, we must sail sometimes with the wind, and sometimes against it—but we must sail, and not drift, nor lie at anchor."

I suggest that our guide star ought to be VA's core mission of quality healthcare for veterans who come to us because they don't have other good options for care or because they need the specialized services we provide so well and that are not easily obtainable by all Americans.  If we set our course by that guide star it will not matter which way the winds are blowing because we will be sailing a course that will lead us towards Holmes' port of heaven. 

I believe that the other decisions VA must face will fall into place once our priorities are ranked against the need to provide care for service-connected veterans, veterans who are poor and veterans who need VA's specialized services.  Every other decision should be measured against that standard.  

Setting our course by that guide star does not mean that we must turn away from veterans who do not fall within the parameters of our core mission.  On the contrary, VA cannot succeed solely as a provider of specialized services, or as a caregiver only for the poor and service-connected.  

We must never lose sight of the fact that while there are priority seven veterans, there are no "low priority" veterans.  A veteran whose income and service-connection may lead to a priority seven ranking may well be a veteran who scaled the cliffs of Normandy, but who by the grace of God was fortunate enough to emerge unscathed, and whose service ensured that our children would live in a free country rather than a Nazi dictatorship. 

A veteran ranked as priority seven may have served during what we term "peacetime", but his or her diligent "peacetime" service helped ensure that the Cold War never turned hot, and advanced the day when the entire world no longer lived only an instant away from thermonuclear annihilation. 

Our commitment to specialized services and high-priority veterans will have little meaning if that commitment is not backed by a comprehensive healthcare system providing the full spectrum of healthcare services. We need apologize to no one if we sustain our comprehensive healthcare system by treating the men and women whose service preserved and protected the nation that we now call upon to fund their care.  

We are, and must remain, a full spectrum healthcare provider. We must enroll and treat enough patients to support our comprehensive medical care system so as to ensure that we can continue to provide a complete spectrum of services.  If we do not do that, we risk erosion of our specialized services.  

At the same time, however, we must be mindful of the need to ensure that our pursuit of volume does not come at the expense of the specialized services that make VA unique.     

I acknowledge that the tension between the differing aspects of our multiple missions could mean that we will face some hard decisions. It may be difficult to expand the number of Community Based Outpatient Clinics, and the priority seven veterans that come with improved access, if we can not also assure ourselves that we will be able to continue meeting the needs of homeless veterans or veterans with serious mental illnesses.  We have to ensure that we are just as concerned about reducing waiting times for substance abuse treatment as we are about waiting times for primary care. We will have to ensure that we update our spinal cord injury treatment centers as well as updating our high-tech operating suites.

For a more specific example of this tension: I will soon face a decision on a policy for continuing enrollment of priority 7 veterans.  When I consider that decision, I will first ask the effect of continuing enrollment on our services for service-connected and lower income veterans and on our services for veterans seeking specialized care.  

If priority 7 veterans pay their own way the decision should be easy.  If they do not, then I must ask about the effect of the decision on quality, a criterion including waiting times, 

as well as on access for veterans served by our core mission.  

You, of course, can influence that decision. You can increase the effectiveness of our collections of third party and veteran co-payments. You can increase the cost-effectiveness of care provided by your facilities, so that our limited resources can cover more veterans. 

One of my more unpleasant surprises upon becoming secretary was learning that our MCCF efforts are currently collecting only three percent of possible billings and that there is significant variation between VISNs in the amounts collected. 

The first fact tells me that we have a lot of work to do.  Some of that work belongs to me. 

I have the authority to adjust the amount of co-payments to a more realistic level and I intend to grasp that nettle. The variation in collections suggests to me that MCCF collections are not a high priority for some of our management team.

I am disappointed that we haven't made more progress in generating revenue through Medical Care Cost Recovery. I recognize that we are unable to bill Medicare and Medicaid and must focus on private insurance companies.  But I believe that we need to do better.   

There are other actions I can take that will influence the priority seven enrollment decision.  

Resources are a critical variable in every decision we make.  I can be, I have been, and I will continue to be, an advocate for the resources we need. I will fight for every penny I can get.

I believe I can claim partial credit for the fact that the percentage increase in VA healthcare spending proposed by the President exceeds VA's average increase over the past eight years by 20%. The proposed Budget Resolution approved by the House Budget Committee would increase that amount by another $700 million.  Of course, there is still a long way to go before the President signs an appropriations bill.  

No matter what the outcome, we must ensure that we make the best possible use of the resources entrusted to us. In that context, I must point out that to get the increase in the President's budget I had to promise OMB that we would become more efficient in the future.  

For example, the budget assumes that we will increase MCCF collections by $200 million. The ball is now in our court to provide care more cost-effectively.  

The CARES initiative is another way to achieve that goal.  While any discussion involving our facilities is fraught with political landmines, we can no longer postpone the need to bring our infrastructure into the twenty-first century.  There is no question but that we can improve the quality of care we provide our veterans if we can shape our infrastructure to the needs of twenty-first century medicine.  CARES has the potential to be a major enabler of needed improvements as well as a means to more cost-effective healthcare. 

That is why all of us, in Washington and in the field, must be aware of, and avoid the pitfalls inherent in the CARES process.  I was with the Senate Armed Services Committee when the BRACs were in process.  Believe me when I say that there will be a strong temptation for some to equate CARES with BRACs.  I do not believe the equation is a valid one, since the two processes have entirely different purposes.  But the burden will be on us to ensure that our veterans, our veterans' organizations, our employees, our affiliated medical schools, and our communities understand the differences.  

And we have a responsibility to remain mindful of the impact of this process on the veterans we serve, on our employees, and the communities where they live. I vividly recall traveling with the Chairman of the Senate Armed Services Committee to sites undergoing the BRAC process.  We would go into auditoriums filled with grief-stricken people, many of whom had shaped their lives around the facilities that were now on the chopping block. When we talk about our facilities we are also talking about human lives: the lives of our veterans, the lives of our employees, the lives of our partners in affiliated medical schools, and the lives of the communities within which we live.  We cannot arbitrarily or casually dismiss their concerns.

We will all have a critical role to play in ensuring the integrity and validity of the data and models upon which the CARES initiative will depend so that our necessary transformation can not be shot down by attacks on our methodology.  I am deeply concerned that CARES be properly conducted and that our veterans, VSOs, and other stakeholders be kept informed as we move forward. The future of our system may well depend upon our success.

I can also assist you by paving the way in Washington for better coordination between VA and other Federal health care providers such as Medicare and the Department of Defense. I intend to work closely with Secretaries Rumsfeld and Thompson to better coordinate the care we provide to our common beneficiaries.  We can also improve our cost effectiveness by better integrating our facilities and by ensuring that we obtain the benefits of joint purchasing of pharmaceuticals and medical-surgical supplies.  

Many of these proposals were discussed in the Report of the Congressional Commission on Servicemembers and Veterans Transition Assistance, which I chaired. I will continue to pursue those ideas as your Secretary.  

Every dollar we lose because of unnecessary redundancy is a dollar left on the table that we cannot afford to lose. Every dollar we lose because we are ineffective at Medical Care Cost Recovery is a dollar we leave on the table and a dollar we cannot afford to lose.  Every dollar we leave on the table because of management inefficiencies is a dollar we cannot afford to lose.

The VISN management structure has significant advantages. It places responsibility and accountability for day-to-day management of our vast and complex healthcare system close to the providers and users of care. We could not possibly manage this system from Washington. 

Dr. Garthwaite recently shared with me an article called Balancing Corporate Power: A new federalist paper, by Charles Handy. It appeared in the November-December 1992 issue of the Harvard Business Review.  It suggests a model for managing large organizations, using a concept with which all Americans are familiar:  federalism.  Federalism balances issues of power and control and reconciles often contradictory needs; the need to make things big by keeping them small; to encourage autonomy but within bounds; to combine variety and shared purpose, individuality and partnership, local and national priorities.

"Power belongs to the lowest possible point in the organization," the writer correctly claims.

What does this mean for VA?  It means that VISN and facility directors are in the best position to be day-to-day managers of the health care we provide. VISN directors are in the best position to allocate resources locally so as to ensure VA can provide necessary services while at the same time eliminating redundancies and inefficiencies.  

However, VA differs from the Federal system established by the Founders. Unlike states, there is no pretense that VISNs or facilities are sovereign. Washington defines a uniform benefits package and you are responsible to Washington for ensuring you provide veterans with those benefits.  You are also responsible for the stewardship over the resources entrusted to you.  

Under VERA, VA has moved to the allocation of resources based on veterans rather than on buildings.   Such a resource allocation methodology is necessary to realize my vision of access to VA care divorced from the location of the veteran.  However, VERA is still a work in progress. If veterans are to realize the "equity" in "Veterans Equitable Resource Allocation" we have to ensure that the model accurately accounts for regional variations in the costs of providing medical services. 

We have to ensure that the model accurately reflects differences in energy costs, salary and cost-of living costs, and in the costs of contracts for specialized medical services in those areas where VA must contract for specialist services because it is impractical to hire VA employees provide them. 

VERA has been questioned both on the basis of resources allocated within the model and resources allocated outside the model.  Our challenge is to answer those questions by perfecting the model.   Otherwise we risk tearing ourselves apart as regions seek to serve the interests of their veterans by maximizing their resources.

VERA challenges every VA leader to make the best use of the resources entrusted to him or her. That is the basic challenge to every leader in every organization. It is a challenge I support, and one that I expect every VHA leader to meet.  Resources reallocated because of unnecessary expenses are resources unavailable to provide healthcare to veterans. That is a price I am unwilling to pay.

I have focused on what I define as VA's core mission, the care of service-connected or poor veterans and veterans seeking our specialized services.  That does not mean that I do not value VA's other missions, including our mission of medical education and research. 

I value our relationship with our affiliated medical schools.  There is no question that VA and the veterans we serve have reaped enormous benefit from that partnership.  I want our mutually beneficial partnership to continue in a way that enhances our ability to provide quality healthcare to veterans.  

I have been asked if I support the concept of "One VA".  The response is that of course I do.  But what is important is not our slogans, it is our actions.  I am sure you are all aware that I have placed great emphasis on improving the time it takes VA to process veterans' disability claims. If nothing is done, VA will soon have a backlog of 600,000 pending claims.  And the average time it takes to process a claim will soon reach nine months.

Joe Thompson, our undersecretary for benefits, is on notice that something must be done. 

But he is not the only one who should be losing sleep about this.

Claims processing is a VA problem, not just a VBA problem.  VA cannot decide a disability claim without current medical evidence.  That evidence usually comes from VHA.  I challenge each of you to accept responsibility for your portion of the claims decision process and to ensure that physical examinations are complete, high quality, Responsive, and quickly returned to VA's disability decision makers.

If we all work together as a team, in Washington and in the field, in each of VA's components, with our partners in and out of government, then each one segment of the mosaic of VA's issues that we touch will contribute to the resolution of all of them.

In his first inaugural address, President Ronald Reagan told the story of Martin Treptow, a member of the famed Rainbow Division who died in World War I. On his body was found a diary.  On the diary's flyleaf—under a heading called "My Pledge"—were these words: "America must win this war.  Therefore, I will work, I will save, I will sacrifice, I will endure.  I will fight cheerfully and do my utmost, as if the issue of the whole struggle depended on me alone."

You and I have been entrusted with a great responsibility: to care for those who have offered their lives, their fortunes, and their sacred honor in defense of our freedom.  Whether we succeed or fail depends not on me alone—but on each one of you and the men and women who work for you.  I know that you and your families have made many personal sacrifices, in terms of time and money, in order to accomplish the mission you have been given.  I know that I am asking a great deal of you.  But I also know that you will continue to work hard, and continue to sacrifice, and continue to endure.  

I know that you, like Martin Treptow, will do your utmost.  And I know that together, we will succeed.  Together, we will provide America's veterans with the world-class care they have earned.  Together, we will set new standards for providing quality health care in our nation.

Thank you for everything you have done, are doing, and will do for those who have served.  

God bless you, and God bless America!
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