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ment system. We will still have warranted contracting officers who
will be warranted in accordance with the requirements of the Fed-
eral Acquisition Regulations; they will still maintain a fiduciary re-
sgonsibility to the United States; they will still be able to resolve
those disputes as they could now under the agency protest proce-
dure without regard to whether or not they had to go to GAO. If
a blanket exemption were granted to protest, that would still not
relieve the agency of being able to respond under standard com-
mercial practice.

So to the extent that a disappointed offeror was not able to file
adll)ld protest, that would not, in and of itself, cut off all legal rem-
edies.

Mr. Evans. Would there be an exemption from minimum wage
for the VA?

Mr. KrRuMP. Well, sir, I have read the testimony from the GAO,
and I have a hard time making that connection myself because of
the fact that the Act—as it is worded—would not grant an auto-
matic immunity from any of the other socioeconomic programs or
minimum wage requirements that I am aware of.

Mr. EVANS. And no exemption from minority contracting?

Mr. KRUMP. Not specifically.

Mr. Evans. Let me yield to minority counsel.

Ms. DONOHUE. Mr. Perreault, it is well known that VA contribu-
tions in the areas of medical research and education have been in-
strumental in making overall American health care and science the
best in the world. What effect would enactment of the provisions
of the Health Security Act have upon VA’s research program?

Mr. PERREAULT. We expect that the enactment of the Health Se-
curity Act will not negatively affect the VA’s mission in medical
education and research. It is intended that we will continue to have
that as a principal mission requirement of the VA and that we will
operate an active relationship and affiliation with medical schools
both for medical education and research in a manner like we have
in the past.

Ms. DONOHUE. Veterans have often stated that their special dis-
abilities make it essential that VA provide specialized services such
as spinal cord and blind rehabilitation, mental health services such
as post traumatic stress disorder care, and long-term care. If the
provision of these services vary geographlcally, how will VA meet
the needs in areas where such care is inaccessible or not available?

Mr. PERREAULT. Again, we think that where care is inaccessible
or inconveniently available now, we will be able to provide those
services through the expanded contracting authority we have. But
I also believe that the dynamic of how we operate in this kind of
environment may result in the creation of some of those services
in other locations. I mean the analysis will be based on the demand
of a population to support whether the service is provided by VA
employed staff and VA facilities or purchased on a contract ar-
rangement.

Ms. DONOHUE. Who will be the case manager for the veteran who
receives one or multiple services that are contracted out?

Mr. PERREAULT. There are a number of policies that will be de-
veloped for how managed care will be developed and implemented
both with VA providers and with contractor providers. Regardless



22

though of who the provider is, there will be a requirement to sub-
mit to quality performance plans that we expect to develop through
the establishment of medical record systems.

A point made earlier by Mr. Baine that there is little incentive
to collect data related to specifically provided procedures I don’t
agree with at all. As a matter of fact, it is the lifeblood of—success
of managed care organizations to monitor utilization, and we un-
derstand that. We are prepared to develop the systems to put in
place to do that both from VA facilities as well as to require that
from our contractors in a way that the care can be monitored.

We have already under way in the VA the development of event-
driven reporting which will result in reporting specifically in a
manner consistent with what is now done in the managed care in-
dustry for ambulatory care procedures using CPT coding. We have
had for a long-standing period of time, coding in discharge diag-
nosis using ICD9 coding. So we expect that we will use that data
to develop quality performance requirements and standards that
will apply equally to our contractors as it will to VA providers.

Ms. DONOHUE. Thank you, Mr. Chairman.

Mr. EvaNns. Thank you.

Will VA managed care plans comply with regional alliance stand-
ards under the Health Security Act?

Mr. PERREAULT. We have an exemption within the proposal of
the bill, so a number of those standards we will meet or exceed
anyway, and for those that we don’t, it would probably be for some
reason in the difference of our legal status.

Mr. Evans. How will VA select providers with whom it will risk
contract? Will all VA plans use the same selection process?

Mr. PERREAULT. Definitively the answer to that question is not
determined yet. I expect there will be great variability in how some
of those contracts are established depending on a given market sit-
uation in a region while at the same time having some essential
standards in how those risk contracts are established.

But a point I want to make again is that we will likely have risk
contracting associated with most of our large group contracts and
our IPA contracts, contracts with other managed care organizations
for example, and not as likely to have risk contracts if we contract
with individual providers. I think there is an underlying principle
there that does result in avoiding some of the risk that the GAO
has alluded to in that regard as you get to a small provider, be-
cause you do need a population base associated with a provider or-
ganization to spread risk for that financial liability and we
wouldn’t expect a capitated payment performance from a very
small provider, individual provider.

Mr. EvaNs. Will VA risk contractors be allowed to subcontract to
other providers?

Mr. PERREAULT. We expect so.

Mr. EvVAaNs. Does minority counsel have any questions?

Ms. DONOHUE. No, thank you.

Mr. EVANS. I think at this time we will call on the witnesses to
offer any final remarks you might want to make. We will, of course,
be submitting numerous additional written questions and look for-
ward to your prompt response given the timeliness of these issues.
Those answers will be made part of the record. At this time I would
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