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has a strong symbolic effect, its
impact may be shortlived: the
VHA has a long history of surviv-
ing scandals. Criticized for poor
quality of care in the 1980s, the
agency admirably improved pro-
cesses and care management. Yet
problems of capacity and access
to care represent a more funda-
mental, structural challenge.
Some recent commentators
have suggested that the current
scandal offers yet another oppor-
tunity to reform the VHA system.
But the conclusion that adequate
reform would entail making mi-
nor modifications to the VHA
services that are currently pro-
vided is uninspiring. Perhaps now
is the time for more sweeping
reform of the VHA — reform de-
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signed with an eye toward recent
trends, future projections, and a
desire to improve veterans’ access
to high-quality health care.

The VHA finds itself in an un-
enviable position: it incurs the
high fixed costs of a brick-and-
mortar health care system, the
largest salaried workforce in the
federal government, and a large
administration. To increase effi-
cient use of these fixed-cost assets
by spreading their costs across a
larger base, the VHA has sought
to increase enrollment among vet-
erans. This effort has been suc-
cessful and generated increased
demand — about two thirds of
enrollees actually use VHA ser-
vices — which has led to calls
for expanding and building more
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facilities. But the effort also result-
ed in the provision of services to
more nonveterans, as well as in
fast-growing medical appropria-
tions that outstrip enrollment
trends (see table).

The recent enrollment gains,
however, are unlikely to continue,
for three reasons. First, the veteran
population is rapidly decreasing
and is projected to drop by one
third in the next 25 years (Wwww
va.govjvetdata/Veteran_Population
.asp). Second, the vast majority
of veterans already have access to
health care: nearly 90% of veter-
ans younger than 65 years of age
have health insurance,® and 77%
of VHA enrollees have some type
of health insurance in addition to
their VHA benefits, according to a
2011 VHA survey. Finally, these
dually insured, enrolled veterans
are not very dependent on VHA
care, their VHA care appears to
lack coordination with care ob-
tained from other health care
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An audio interview
with Dr. Weeks is
available at NEJM.org
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erans and taxpayers be Dbetter
served if true reform — designed
to prepare the VHA for a thriving
future while better serving veter-
ans — were undertaken?

Such a reform might begin
on three fronts. First, the VHA
could transition out of the health
care delivery business. Initial ef-
forts could focus on high-cost
inpatient care, for which econo-
mies of scale can be achieved
and there is ample, high-quality
capacity in the private sector at
Medicare rates.? In the short run,
the VHA might continue provid-
ing the type of care that its ser-
vice population wants from it —
for instance, primary care! — or
care in which it has special ex-
pertise, such as mental health or
rehabilitation services. Perhaps, in
order to increase its denominator
and generate a new revenue
stream while shedding expensive
hospital assets, the VHA could
consider providing outpatient ser-
vices in these areas of medicine
to nonveterans, paid for by other
insurance providers.

Second, the VHA could lever-
age the competencies of the Veter-
ans Benefits Administration (VBA)
and support utilization of private-
sector health care by subsidizing
premiums, deductibles, and co-
payments for enrolled veterans.
Such a move would reduce costs
to taxpayers ($6,000 a year would
buy a lot of copayments and de-
ductibles in Medicare, Obama-
care, and private insurance), re-
duce veterans’ out-of-pocket costs,
and massively ex-
pand access to care
for veterans without
concurrently increasing fixed-cost
obligations. Such efforts might
also reduce duplication of pay-
ment for services within the fed-
eral government, potentially sav-
ing taxpayers billions of dollars.>
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Finally, the VHA could take on
the task of care coordination for
its service population. Using its
strong research enterprise in
health services, the VHA could
work with the VBA to identify
the best local health care systems
and ensure that the VHA’s ser-
vice population is directed to the
highest-quality local care provid-
ers. Using benefits-design meth-
ods suggested by behavioral eco-
nomics to encourage veterans to
use these non-VHA providers
would preserve veterans’ choice,
reduce health care expenditures,
and most important, save veter-
ans’ lives by shifting them to hos-
pitals with lower mortality rates.?

Clearly, there are obstacles to
implementing such a plan. First,
laws would need to be passed to
allow for payment of deductibles,
copayments, or premiums, partic-
ularly for other federal programs
such as Medicare. Nonetheless,
financial and care coordination
across federal institutions might
make sense to taxpayers. Second,
VHA personnel might not be en-
amored of the proposal. Jobs and
turf would be redirected to the
private sector, which might raise
concerns among policymakers
who worry about the softness of
the current economic recovery.
Finally, it is not clear how veter-
ans might respond if their ben-
efits packages and access were
changed in these ways; they
would have to decide whether it
was worth it to trade a visible,
dedicated, brick-and-mortar sys-
tem for enhanced access to the
private system used by most of
the population, and they would
have to determine whether they
trusted politicians to maintain
access to that system. Undoubted-
ly, a pilot test of these reforms
would be warranted before wide-
spread implementation.
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The VHA’s current crisis pro-
vides an opportunity to dramati-
cally rethink the role that the
agency plays in improving access
to high-quality, high-value care
for its service population. To sim-
ply go on doing more of the
same is to fail to recognize the
challenge that the VHA’s cost
and population structure pose in
the longer run. Just as they plan
for new roles for the federal gov-
ernment as part of an exit strat-
egy from a war that is winding
down, politicians with longer-
term views might envision a new
way for the VHA to work with
other federal departments and
the private sector to reduce its
overall and per capita costs, shed
costly and unproductive assets,
save taxpayers money, reduce vet-
erans’ health care expenditures,
and improve veterans’ outcomes.

Disclosure forms provided by the authors
are available with the full text of this article
at NEJM.org.

From the Dartmouth Institute for Health Policy
and Clinical Practice, Lebanon, NH (W.B.W.);
and RAND, Boston (D.A.).

1. Kramarow EA, Pastor PN. The health of
male veterans and nonveterans aged 25-64:
United States, 2007-2010. National Center
for Health Statistics data brief no. 101. Au-
gust 2012 (http://www.cdc.gov/nchs/data/
databriefs/db101.pdf).

2. Auerbach DI, Weeks WB, Brantley |. Health
care spending and efficiency in the US De-
partment of Veterans Affairs. Santa Moni-
ca, CA: RAND, 2013 (http://www.rand.org/
content/dam/rand/pubs/research_reports/
RR200/RR285/RAND_RR285.pdf).

3. Weeks WB, West AN, Wallace AE, et al.
Reducing avoidable deaths among veterans:
directing private-sector surgical care to high-
performance hospitals. Am J Public Health
2007;97:2186-92.

4. Weeks WB, West AN. Where do Veterans
Health Administration patients obtain heart,
liver, and kidney transplants? Mil Med 2007;
172:1154-9.

5. Trivedi AN, Grebla RC, Jiang L, Yoon J,
MorV, Kizer KW. Duplicate federal payments
for dual enrollees in Medicare Advantage
plans and the Veterans Affairs health care
system. JAMA 2012;308:67-72.

DOI: 10.1056/NEJMp1407535
Copyright © 2014 Massachusetts Medical Society.

791

Downloaded from nejm.org by NICOLETTA TORTOLONE on August 27, 2014. For personal use only. No other uses without permission.
Copyright © 2014 Massachusetts Medical Society. All rights reserved.



