
U.S. GOVERNMENT PRINTING OFFICE

WASHINGTON : 

For sale by the Superintendent of Documents, U.S. Government Printing Office
Internet: bookstore.gpo.gov Phone: toll free (866) 512–1800; DC area (202) 512–1800

Fax: (202) 512–2250 Mail: Stop SSOP, Washington, DC 20402–0001

91–754PDF 2004

H.R. 3645, VETERANS HEALTH CARE ITEMS PROCURE-
MENT REFORM AND IMPROVEMENT ACT OF 2002

HEARING
BEFORE THE

SUBCOMMITTEE ON HEALTH
OF THE

COMMITTEE ON VETERANS’ AFFAIRS

HOUSE OF REPRESENTATIVES

ONE HUNDRED SEVENTH CONGRESS

SECOND SESSION

JUNE 26, 2002

Printed for the use of the Committee on Veterans’ Affairs

Serial No. 107–35

(



COMMITTEE ON VETERANS’ AFFAIRS

CHRISTOPHER H. SMITH, New Jersey, Chairman
BOB STUMP, Arizona
MICHAEL BILIRAKIS, Florida
TERRY EVERETT, Alabama
STEVE BUYER, Indiana
JACK QUINN, New York
CLIFF STEARNS, Florida
JERRY MORAN, Kansas
HOWARD P. (BUCK) MCKEON, California
JIM GIBBONS, Nevada
MICHAEL K. SIMPSON, Idaho
RICHARD H. BAKER, Louisiana
ROB SIMMONS, Connecticut
ANDER CRENSHAW, Florida
HENRY E. BROWN, JR., South Carolina
JEFF MILLER, Florida
JOHN BOOZMAN, Arkansas

LANE EVANS, Illinois
BOB FILNER, California
LUIS V. GUTIERREZ, Illinois
CORRINE BROWN, Florida
JULIA CARSON, Indiana
SILVESTRE REYES, Texas
VIC SNYDER, Arkansas
CIRO D. RODRIGUEZ, Texas
RONNIE SHOWS, Mississippi
STEPHEN F. LYNCH, Massachusetts
SHELLEY BERKLEY, Nevada
BARON P. HILL, Indiana
TOM UDALL, New Mexico
SUSAN A. DAVIS, California

PATRICK E. RYAN, Chief Counsel and Staff Director

SUBCOMMITTEE ON HEALTH

JERRY MORAN, Kansas, Chairman
CLIFF STEARNS, Florida,
HOWARD P. (BUCK) MCKEON, California
JIM GIBBONS, Nevada
MICHAEL K. SIMPSON, Idaho
RICHARD H. BAKER, Louisiana
ROB SIMMONS, Connecticut
ANDER CRENSHAW, Florida
HENRY E. BROWN, JR., South Carolina
JEFF MILLER, Florida
JOHN BOOZMAN, Arkansas

BOB FILNER, California
RONNIE SHOWS, Mississippi
SHELLEY BERKLEY, Nevada
CIRO D. RODRIGUEZ, Texas
LUIS V. GUTIERREZ, Illinois
VIC SNYDER, Arkansas
STEPHEN F. LYNCH, Massachusetts

(II)



(III)

C O N T E N T S

June 26, 2002

Page
H.R. 3645, Veterans Health Care Items Procurement Reform and Improve-

ment Act of 2002 .................................................................................................. 1

OPENING STATEMENTS

Chairman Moran ..................................................................................................... 1
Hon. Bob Filner ....................................................................................................... 6

Prepared statement of Congressman Filner ................................................... 33
Hon. Ciro D. Rodriguez ........................................................................................... 7

Prepared statement of Congressman Rodriguez ............................................ 27
Hon. Julia Carson .................................................................................................... 10

Prepared statement of Congresswoman Carson ............................................ 35
Hon. John Boozman ................................................................................................. 18
Hone. Lane Evans, prepared statement of ............................................................ 28
Hon. Luis V. Gutierrez, prepared statement of ..................................................... 39

WITNESSES

Bascetta, Cynthia A., Director, Health Care, Veterans’ Health and Benefits
Issues, General Accounting Office ...................................................................... 12

Prepared statement of Ms. Bascetta ............................................................... 44
Bilobran, John S., Deputy Assistant Inspector General for Auditing, Depart-

ment of Veterans Affairs, accompanied by Maureen T. Regan, Counselor
to the Inspector General ...................................................................................... 13

Prepared statement of Mr. Bilobran ............................................................... 59
Catlett, Mark, Principal Deputy Assistant Secretary for Management, Depart-

ment of Veterans Affairs; accompanied by Gary Krump, Deputy Assistant
Secretary for Acquisition and Material Management, and Phillipa Ander-
son, Assistant General Counsel .......................................................................... 2

Prepared statement of Mr. Catlett .................................................................. 41

MATERIAL SUBMITTED FOR THE RECORD

Bill:
H.R. 3645, to amend title 38, United States Code, to provide for improved

procurement practices by the Department of Veterans Affairs in procur-
ing healthcare items ..................................................................................... 21

Post-hearing follow-up information submitted by Department of Veterans Af-
fairs in response to questions raised by Congressman Rodriguez re specific
information on how VA ranked on the SBA report card on Federal agencies
overall procurement goals ................................................................................... 8

Statements:
The American Legion ....................................................................................... 71
Veterans of Foreign Wars ................................................................................ 74
Disabled American Veterans ........................................................................... 77
Paralyzed Veterans of America ....................................................................... 79
Vietnam Veterans of America ......................................................................... 84
Blinded Veterans of America ........................................................................... 91
Allied Health for Veterans Care ...................................................................... 93
Mr. Joseph Forney ............................................................................................ 98





(1)

H.R. 3645, VETERANS HEALTH CARE ITEMS
PROCUREMENT REFORM AND IMPROVE-
MENT ACT OF 2002

WEDNESDAY, JUNE 26, 2002

HOUSE OF REPRESENTATIVES,
SUBCOMMITTEE ON HEALTH,

COMMITTEE ON VETERANS’ AFFAIRS,
Washington, DC

The subcommittee met, pursuant to call, at 9:30 a.m., in room
334, Cannon House Office Building, Hon. Jerry Moran (chairman
of the subcommittee) presiding.

Present: Representatives Moran, Boozman, Filner, Evans,
Rodriquez and Carson.

OPENING STATEMENT OF CHAIRMAN MORAN

Mr. MORAN. Good morning. The hearing on our Committee on
Veterans’ Affairs, Subcommittee on Health, will come to order. Our
hearing today deals with procurement and VA’s large and diverse
healthcare system. It is a system that provides care for millions of
veterans, has 185,000 employees, and a budget of more than $22
billion this year. The subject of procurement policy associated with
obtaining goods and services to provide that care is a good one for
our subcommittee. Today the subcommittee will consider a bill in-
troduced earlier this session by the ranking member of the full
committee, the gentleman from Illinois, Mr. Evans, with a number
of original co-sponsors. This bill sets new policy in the manner in
which the VA procures medical items for its use in the VA
healthcare system.

We will hear testimony dealing with the current VA internal
strategies in changing and improving its procurement programs
and some recommendations from the VA inspector general and the
General Accounting Office on ways that the VA may improve its
performance in the supply area. Our subcommittee looks forward
to accepting that testimony. We welcome our witnesses and others
in attendance and I would ask Mr. Evans if he has any opening
statement.

Mr. EVANS. I would ask that my statement be made a part of the
record.

Mr. MORAN. Those remarks, without objection, will be made part
of the record.

[The prepared statement of Congressman Evans appears on p.
28.]
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Mr. MORAN. With that, let’s take our first panel. Our first panel
is Mr. Mark Catlett. He is the Principal Deputy Assistant Sec-
retary for Management at the Department of Veterans Affairs. He
is accompanied by Mr. Gary Krump, Deputy Assistant Secretary
for Acquisition and Materiel Management, and Ms. Phillipa Ander-
son, Assistant VA General Counsel. Thank you for attending and,
Secretary Catlett, you may proceed.

STATEMENT OF MARK CATLETT, PRINCIPAL DEPUTY ASSIST-
ANT SECRETARY FOR MANAGEMENT, DEPARTMENT OF VET-
ERANS AFFAIRS; ACCOMPANIED BY GARY KRUMP, DEPUTY
ASSISTANT SECRETARY FOR ACQUISITION AND MATERIAL
MANAGEMENT, AND PHILLIPA ANDERSON, ASSISTANT GEN-
ERAL COUNSEL

Mr. CATLETT. Thank you, Mr. Chairman. Good morning.
Mr. MORAN. Good morning.
Mr. CATLETT. I am pleased to testify today on behalf of the De-

partment of Veterans Affairs regarding H.R. 3645 entitled the Vet-
erans Health Care Items Procurement Reform Act of 2002.

Mr. MORAN. Mr. Secretary, excuse me for interrupting. Would
you pull the microphone closer to you. Thank you very much.

Mr. CATLETT. We fully endorse the objective reflected in the H.R.
3645 of leveraging the purchasing power of the VA and other gov-
ernment agencies. Nevertheless, we cannot support the enactment
of H.R. 3645. For example, section 2(a) of the bill would amend cur-
rent section 8125 of title 38 U.S. Code. The new subsection (a)
would impose strict mandates that subject to certain narrow excep-
tions VA would be required to procure all healthcare items through
FSS, Federal Supply Schedule contract or national contracts that
meet certain requirements. Subsection (b)(1) requires an FSS or
national contract to include pre-award audit, post-award audit and
price reduction clauses. Subsection (d)(2) limits a distributor con-
tract to distribution services only unless the manufacturer shows
that at least 9 percent of the manufacturer’s sales through the dis-
tributor are made to commercial customers at negotiated prices
and that the distributor actually stocks and distributes the items.

These provisions in H.R. 3645 support the objective of leveraging
the purchasing power of the VA and other government agencies.
On this point we are in complete agreement. We believe that vol-
ume leveraging purchasing in the VA is essential. Our vast pur-
chasing power must not be fragmented and the department must
employ contracting practices that achieve the best possible terms
and prices in our acquisition of healthcare items.

However, after careful consideration of the bill, the VA does not
believe that a legislation mandating any particular procurement
method in the acquisition of healthcare items is desirable. As ac-
quisitions methods and trends continue to evolve, this legislation
may not allow the department the necessary flexibility to take ad-
vantage of those improvements and changes. The department
should not be compelled to seek legislative changes in order to take
advantage of improved procurement practices as they change over
time.

In June of 2001, the department convened the VA Procurement
Reform Task Force, PRTF, to examine VA’s acquisition process and



3

to develop recommendations for improvement. The PRTF consisted
of representatives from the Veterans Health Administration, both
from headquarters and field offices, the Office of Management, the
Inspector General, the general counsel and various other members.
PRTF members were chosen based upon their wide expertise and
knowledge of the acquisition process and how it impacts the deliv-
ery of care to veterans. The PRTF reviewed documents prepared by
the inspector general, former and current VA groups addressing ac-
quisition issues, and other sources. They paid particular attention
to the May 15, 2001 Office of Inspector General report on the eval-
uation of the Department of Veterans Affairs’ purchasing practices.

Similar to the mandates that are the basis of the proposed legis-
lation, the PRTF recommended and the Secretary has approved a
revised contracting hierarchy that requires the use of FSS and na-
tional contracts. The VA’s Office of the General Counsel has ad-
vised that such a requirement can be implemented administra-
tively. We believe the mandates. We believe that mandates such as
this should be made as a department policy decision rather than
a statutory requirement, as provided by H.R. 3645. We commend
Congressman Evans’ efforts in proposing this legislation.

However, we believe that through the work of the PRTF, VA is
already on the right track in seeking to maximize savings in its ac-
quisition of healthcare items. The PRTF report, which the Sec-
retary has approved, acknowledged the opportunities to be gained
through system discipline while providing maximum flexibility to
care of veterans. It is crucial that the department retain flexibility
to react quickly to the demands of a dynamic healthcare market-
place in order to most effectively serve veterans.

The PRTF has proposed a comprehensive set of recommendations
that address the critical success factor necessary to optimize VA’s
acquisition system. These recommendations include more than 60
specific reforms for implementation. An ambitious timetable has
been established which the department is tracking. VA managers
will be held accountable for their attainment. We now need to pro-
vide the necessary time and administrative oversight to ensure
that these reforms accomplish the department’s goal. Although we
applaud the objective reflected in H.R. 3645 of leveraging the pro-
curement purchasing power of the VA, we believe that this objec-
tive is best achieved through the establishment and implementa-
tion of department policy. I am personally optimistic that the task
force recommendations also make a real difference for the depart-
ment and its mission and am compelled to request that statutory
requirements not be imposed on us before the efficacy of the task
force’s work can be proven.

To conclude, the Secretary, who has raised this issue since as-
suming his job more than a year ago at the VA, as the leader of
the organization has made this a major focus for the healthcare
system. He personally is very grateful for the attention, rec-
ommendations and visibility that Congressman Evans has brought
to this important aspect of the VA healthcare system.

That concludes my statement and we are pleased to take any
questions the committee has.

[The prepared statement of Mr. Catlett appears at p. 41.]
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Mr. MORAN. Mr. Secretary, thank you very much. Is there any
statement from Mr. Krump or Ms. Anderson?

Ms. ANDERSON. No.
Mr. KRUMP. Nothing formal, sir.
Mr. MORAN. Thank you. Is it easy for you to summarize the six

recommendations by the Procurement Reform Task Force? In gen-
eral, what do they ask or suggest that the department do?

Mr. CATLETT. Well, if I could, Mr. Chairman, I will cite the five
goals of which these six recommendations fall under. And this is
general, but hopefully it begins to address your point. And that is
to leverage the purchasing power of the VA, as we note, standardiz-
ing commodities within the VA, obtaining and approving com-
prehensive VA procurement information, and improving VA pro-
curement organizational effectiveness, and then finally ensuring a
sufficient and talented VA acquisition workforce.

In summarizing, we think that the efforts that have been under-
taken for a number of years now in the area of purchasing pharma-
ceuticals has been effective in terms of getting the VA good pricing
with the competition that we have engendered for the pharma-
ceutical requirements. We are looking to take that example to
apply that to the other portions of our healthcare medical and sur-
gical supplies in particular, including prosthetics, which is a fast-
growing supply item as well; and apply those principles, both in
terms of standardizing and getting to national contracts which lead
to competition. Additionally, what we are finding and what we
have seen is that the ability for people to have the information in
order to make those purchases, we need to make great improve-
ment there. I mean putting at their fingertips the information.
Also, many of the things that the IG cited in terms of the problems
in the use of the purchase card or other means that go beyond FSS
or national contracts is an information issue, as much as anything.
We have to improve the information available to many of these
people making these decisions daily out there.

So we need to standardize, we need to compete the contracts as
we have done in pharmaceutical, and we need to organize more ef-
fectively, both the procurement staff in the field and the informa-
tion available to them, in order to access the information that will
lead to purchases through the FSS contracts and the national con-
tracts which we hope to compete.

Mr. MORAN. You indicated, Mr. Secretary, that the Secretary has
signed off on the task force’s recommendations. Of those 60 items,
have any of them been implemented? Is that the way it works, that
there are 60 things to do and we are in the process of implement-
ing each of those 60 things?

Mr. CATLETT. Yes, sir. We have a schedule for these items and
obviously would be glad to share that with the committee and with
the members at any time as we track this. I would ask Mr. Krump
to give you a list of the things that currently have been completed
or are near completion.

Mr. MORAN. Thank you.
Mr. KRUMP. Mr. Chairman, we have created a database that we

have modeled after another database that was available in VA, for
tracking the 60 recommendations. We have broken them down into
subsets. Each one of the recommendations is on a critical path
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management time line. Each is updated by an individual who is re-
sponsible for the implementation of their recommendation or sub-
recommendation. Some of the things that we have done already as
of this month is establish a help desk regarding the use and bene-
fits of the national FSS contracts, establish a vendor outreach pro-
gram through a variety of mechanisms including Fed Mart shows
and regional summits, and complemented tiered pricing in all pro-
curement instruments. That is one of the issues that have come up
repeatedly with vendors i.e., the capability at the network level to
roll up pricing so that we can get better pricing the more we use
a national contractor and FSS. Delegation of the authority to ap-
point the Head of Contracting Activities has been streamlined and
replaced with a more corporate format rather than being as decen-
tralized, as had previously been the case.

We have reassigned the function of the Chair of the Supply Fund
Board of Directors to the Assistant Secretary for Management,
which will report directly to the VA Business Oversight Board,
which will be chaired by the Deputy Secretary. We have inaugu-
rated the Business Oversight Board. A charter has been drafted
and is proceeding through implementation as we speak. So we have
gotten a running start on several of the longer-term processes so
that they are up and running at this point in time, in addition to
which each of the individual recommendations has been placed into
the tracking system, and the first weekly report has been gen-
erated on the time lines for those items.

Mr. MORAN. Thank you. Does anything in this legislation impede
the implementation of those 60 recommendations?

Mr. KRUMP. It is very congruent.
Mr. MORAN. It seems to me that your main concern is just the

statutory nature of legislation directing the department on how to
proceed with procurement as compared to your desire to have
greater flexibility. Is that an adequate summary?

Mr. CATLETT. Yes, sir, I believe so. I believe there is generally
the flexibility that comes with making changes as the dynamics of
the marketplace change; as we have seen both with Federal law
changing over the years, which has been making acquisition more
streamlined and easier for us to do. Most particularly, as the mar-
ket reacts to both legislation and other changes that they create.
We think it is very important that we be flexible in order to react,
and that with legislation you sometimes end up with well-inten-
tioned things that work at the moment but a few years later, be-
cause market factors have changed, may become a problem. The in-
tention here has been on the efficiency that we are trying to
achieve.

First and foremost, the task force recognizes it’s about providing
access to quality care. So we obviously have to manage those com-
peting interests in terms of getting as efficient as we can, which
is generally the responsibility of folks, like Mr. Krump and me and
the general counsel’s office, but making sure that it is available
and in the hands of the clinicians in the field providing the care.
They need to have the flexibility to get the supplies and materials
that they need to provide health care.

So there will always be a little bit of competition there in terms
getting efficient, and the flexibility to provide the health care. It is
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always the primary goal of putting the materials and supplies in
the hands of the clinicians to get the job done.

So, again, legislatively, we think inevitably that would create
some problems when we think administratively we can achieve the
same thing. As noted, we agree on the principles and the objectives
of the legislation.

Mr. MORAN. Mr. Secretary, thank you.
The gentleman from California, Mr. Filner.
Mr. FILNER. Thank you, Mr. Chairman. I apologize for being late

and would ask that my opening statement be made a part of the
record.

Mr. MORAN. Without objection, so ordered.
[The prepared statement of Congressman Filner appears on p.

33.]
Mr. FILNER. And again, Mr. Secretary, I am sorry I missed your

oral testimony. I read your statement. I was a little surprised by
it, given the Secretary’s previous support for the outcomes, or at
least the intent. You keep talking about flexibility, but the current
system is so flexible it has no accountability, and perhaps question-
able outcomes. So this legislation does have some oversight mecha-
nisms and reporting requirements.

Now, if you want flexibility, what is your plan to make sure we
have accountability?

Mr. CATLETT. Point well taken. I would question the term ‘no ac-
countability’ in the system. But clearly the need to improve the ac-
countability, particularly in the utilization of FSS and national con-
tracts, is definitely required and is noted in the procurement task
force report.

Two things I would suggest that I mentioned, I think, in answer-
ing the first question from Chairman Moran—is that we do need
to put better information and access to it in the hands of the many
hundreds and even thousands of people that need to make the
choices out there and make the purchases. That is something that
will take some time; we will have to strive to do.

But to your point on the accountability, again, that is recognized
and we are in the process of establishing a business oversight
board. Actually in the review of this proposal with the Secretary
and the Deputy Secretary, generated the idea was generated of es-
tablishing a business oversight board that will be chaired by the
deputy secretary and have participation by the deputy under sec-
retaries from each administration and certain critical staff func-
tions, and possibly will consider now outside membership from
business to look not just at procurement but other business func-
tions like collections where we do need to improve.

So what I am getting at is to suggest to you that we are going
to set in place reporting to the business oversight board, headed by
the deputy secretary, objectives and metrics to measure perform-
ance particularly in this case tracking the utilization of FSS and
national contracts or; maybe on the flip side, the cases where we
are not utilizing them. And again, those things will obviously be
provided to the committee for your review.

Mr. FILNER. Well, I appreciate your words and what you have
done. But I think the organization has had enough time to do this
and if they were serious it should have been done long ago. So I
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think we need the legislation, and I am going to support the legis-
lation and the mandates that you are so worried about.

I thank the Chairman.
Mr. MORAN. Thank you, Mr. Filner. Mr. Rodriguez.
Mr. RODRIGUEZ. Thank you very much. Thank you, Mr. Chair-

man. I also would like the opportunity to submit some comments,
opening comments for the record.

Mr. MORAN. Without objection, so ordered.
[The prepared statement of Congressman Rodriguez appears on

p. 27.]
Mr. RODRIGUEZ. Let me ask you—Has any consideration been

paid to, or do you know what the percentage is of the VA procure-
ment contracts that go to small businesses?

Mr. CATLETT. Well, would you repeat the question, sir? I am not
sure if——

Mr. RODRIGUEZ. Do you know what percentage of the VA con-
tracts go to small businesses?

Mr. CATLETT. Well, as of now, the goal that we set, the overall
department goal is around 40 percent.

Mr. RODRIGUEZ. The goal. What do you accomplish?
Mr. CATLETT. We will have to provide that for the record, we are

not quite achieving our goal, but we are very close. The govern-
ment objective is about 23 percent, so we have set a much higher
target traditionally. We are above 23, but we are not quite to 40.

Mr. RODRIGUEZ. You are above 23 percent.
Mr. CATLETT. Yes, sir.
Mr. RODRIGUEZ. Do you know where the SBA ranks VA—they

put out a report card on Federal agencies. Do you know where you
rank with the SBA?

Mr. KRUMP. In terms of where we rank on the report card, we
are very near the top of the report card because most of our activi-
ties, the consolidated activities, routinely hit over 30 percent, the
activities that are here in the Washington area. In point of fact, we
are going to receive an award for exceeding 40 percent. So agency-
wide the goals are very well taken care of and are very closely paid
attention to.

Mr. RODRIGUEZ. Okay. Do you know how——
Mr. CATLETT. Mr. Rodriguez, we will be glad to provide specific

information on that.
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(Subsequently, the Department of Veterans Affairs provided the
following information:)
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Mr. RODRIGUEZ. Do you know where the VA ranks in terms of
minority and women-owned businesses?

Mr. CATLETT. Yes, sir, that is regularly tracked and reported,
and we would be glad to provide that.

(See p. 8.)
Mr. RODRIGUEZ. Do you have that data? Do you know?
Mr. CATLETT. We have about seven or eight categories and I

don’t have that with me, and to be correct I would like to give that
to you specifically and quickly for the record. We can get that to
you this afternoon.

(See p. 8.)
Mr. RODRIGUEZ. I understand the importance of assuring that we

bring down the VA procurement cost—and I agree that we need
some degree of flexibility, but I also recognize the importance of en-
suring that we look at small businesses and their participation, to
give you an example in terms of quality of products, we had in San
Antonio where a person who was providing fresh eggs on a regular
basis to all the military bases, and then it was contracted out, and
now those eggs are now coming out of Kentucky, going into Texas,
and there is a delay, so they are not fresh eggs anymore because
it was cheaper to import. I know that in a lot of cases, in the area
of health, you have a lot of small companies who produce a particu-
lar item, and that is what they do and that is what they do best.
And when you start lumping it up in terms of large contracts and
that kind of thing, those small companies get lost in the shuffle
and sometimes, you know, the quality of the product also is re-
duced tremendously.

Mr. CATLETT. Your point is well taken, and that sometimes con-
flicting interest of getting as efficient as you can versus meeting
the objectives of doing business with small businesses and the var-
ious facets there is of concern. It is something that our deputy sec-
retary has highlighted as he reviewed and made his recommenda-
tions on this task force report and we are very conscious of that.
That will be identified and addressed and, as I said, we regularly
track and we have an active small business office. It is not only
looking for opportunities but setting the goals and tracking them.
So that is something that is visible and important to the
department.

Mr. RODRIGUEZ. Do you think the figure is a little bit over 23
percent, about 30 percent for small businesses?

Mr. KRUMP. Overall, yes, sir.
Mr. RODRIGUEZ. Do you know how many 8A programs you might

have?
Mr. KRUMP. In a program as vast as this, I would have to agree

with Mr. Catlett, we need to get you the specific figures. Offhand,
I couldn’t tell you.

Mr. RODRIGUEZ. You guys are involved with contracting and pro-
curement, right?

Mr. CATLETT. Yes, sir.
Mr. RODRIGUEZ. And you would think that if you would come to

a hearing, those would be some of the things that you would have
in hand.
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Mr. CATLETT. Well, as I said sir, I apologize for that. We will be
glad to get those to you within the hour, if you would like. I don’t
have those with me, and we will be glad to get those for you.

Mr. RODRIGUEZ. Thank you.
Mr. MORAN. Thank you, Mr. Rodriguez.
We are delighted to have the gentlewoman from Indiana join us.

Ms. Carson, welcome to our subcommittee. I know you have a par-
ticular interest in this topic, feel free to question our witnesses.

OPENINGS STATEMENT OF HON. JULIA CARSON

Ms. CARSON. I appreciate very much, Mr. Chairman, your allow-
ing me to just insert myself into an area where I truly don’t belong.
I am on the Subcommittee on Oversight, not this subcommittee.
Thank you so very much. And if it is appropriate, I would like to
leave a few remarks you can insert in your record.

Mr. MORAN. Without objection.
[The prepared statement of Congresswoman Carson appears on

p. 35.]
Ms. CARSON. But I would like to ask Mr. Krump a quick question

and I will move on. In Public Law 106–50, sort of what you have
been talking about, it establishes goals for small business contracts
with specified small business interests. For example, the national
goal for contracting with service-connected disabled veterans con-
cerns is 3 percent. Federal procurement data systems data shows
the VA is achieving results for disabled veterans-owned business is
well below the national goal at only 0.22 percent. What specific
mechanisms are in place to help VA achieve performance on this
contracting goal? It is a goal that I think that the VA is so far off
the mark with service-disabled veteran-owned small businesses.

Mr. KRUMP. Yes, ma’am, it is a very serious area of concern with
us as well. What we have done is, as you know, the goal is in the
statute. The VA has had a goal of 5 percent of contracting for vet-
eran-owned businesses for several years. What we have done is es-
tablish a departmentwide task force that was cochaired or cochar-
tered by myself and Scott Denniston, our director of Small Busi-
ness. And what we are looking at is putting together a tracking
system to increase the capability to reach service-connected dis-
abled veterans in particular.

One of the difficulties that we have had is in finding a com-
prehensive library or database of businesses that will fit into that
area that we can match against our contracts and match against
our requirements.

In addition to that, one of the things that we have done at the
national acquisition center is we have gotten several service-con-
nected disabled small businesses on our national FSS contracts so
that the medical centers can buy from them. Understand that is
because the medical centers are decentralized in contracting their
contracting activities do not report to us at this time. But by utili-
zation of this particular mechanism they can issue delivery orders
against a standing contract and they don’t have to go out and
search out small businesses or service-connected disabled busi-
nesses. That facilitates and provides a contract vehicle for them to
do more business with that. We have noticed a significant increase
in business done under that schedule, which has been in place for
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about 6 months now, and we are looking at getting together a more
comprehensive tracking system for small businesses that we can
match up with contractual requirements in the department so that
all the field stations can issue orders against those contracts.

Ms. CARSON. Thank you, Mr. Krump. Thank you, Mr. Chairman.
Mr. FILNER. Would the lady yield for a moment? I am not sure

if you put these into the record. But I thank you for your interest.
I have the Federal procurement data system summary in front of
me, and it is hard to read, but as I read it, the goal of the depart-
ment is 3 percent service-connected and you have only achieved 0.2
percent. Is that accurate, and how can you explain that?

Mr. KRUMP. Sir, it is accurate so far as I am aware. It would not
be significantly different even including the problems that you have
with the FPDS reporting system at this time.

Why—how do I explain that? In large part I explain that initially
when we set out to study this matter with our OSDBU office, one
of the things that we had was difficulty finding a sufficient number
of service-connected veteran owned small businesses to participate.
That is why we have been working with SBA and OSDBU on a
database to achieve more access to that group.

We have also added five additional people to the VA Office of
Small and Disadvantaged Business Utilization to focus specifically
on this area. We have also put together, with OSDBU, a Veterans’
Enterprise Center with a new director for that Center to be able
to develop more contacts with these businesses.

We have created a database within VA so that the field activities
will have greater access to that. Right now what we are trying to
do is to centralize all of the information and make that information
available to all contracting officers throughout the department so
that they can issue orders against that. But at this point in time,
with the evolving business arrangements in that area—other than
that, there is no explanation.

Mr. FILNER. Well, I hope you will read what you just said when
it comes out in the record. I think Ms. Carson and Mr. Rodriguez
would join me in saying that kind of explanation we have heard for
50 years—the people aren’t out there, so don’t blame us. And you
have hired a whole lot of people now who probably don’t fit that
classification either to go find some people who you think don’t
exist. I think that is an incredible admission of incompetence. I
don’t know if that is the right word. But read your answer. I mean
it is incredibly unresponsive and showing that you are not coming
really coming to grips with the issue that Ms. Carson brought up.

Mr. MORAN. Mr. Boozman, any questions?
Mr. BOOZMAN. No.
Mr. MORAN. This 3 percent goal that we just talked about, when

was it established?
Mr. KRUMP. It was established as part of the statute that went

into effect last year.
Mr. MORAN. So it is less than a year in effect?
Mr. KRUMP. Yes, sir.
Mr. MORAN. Thank you. I believe this concludes our panel. We

thank the Secretary, Mr. Krump, and Ms. Anderson for joining us.
We would call the second panel to the table. This panel consists of
Mr. John Bilobran, Deputy Assistant Inspector General for Audit-
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ing, Department of Veterans Affairs; Ms. Maureen Regan, Ms. Cyn-
thia Bascetta, Director of the Veterans’ Health Benefits Issues,
General Accounting Office, accompanied by Mr. Mick Blair of the
GAO.

Ms. Bascetta, would you care to begin this panel?

STATEMENTS OF CYNTHIA A. BASCETTA, DIRECTOR, HEALTH
CARE, VETERANS’ HEALTH AND BENEFITS ISSUES, GENERAL
ACCOUNTING OFFICE; AND JOHN S. BILOBRAN, DEPUTY AS-
SISTANT INSPECTOR GENERAL FOR AUDITING, DEPART-
MENT OF VETERANS AFFAIRS, ACCOMPANIED BY MAUREEN
T. REGAN, COUNSELOR TO THE INSPECTOR GENERAL

STATEMENT OF CYNTHIA A. BASCETTA

Ms. BASCETTA. Yes, thank you. Mr. Chairman and members of
the subcommittee, I am pleased to participate in this hearing on
VA procurement practices. Today I will discuss our work on the
purchasing of medical and surgical supplies, including joint pro-
curement with DOD, in the context of H.R. 3645.

Last fiscal year VA and DOD spent almost $750 million to pur-
chase approximately 200,000 different types of medical and sur-
gical supplies. Three years ago they signed a memorandum of
agreement to use their combined buying power to reduce costs for
these supplies. However, VA and DOD have not awarded any joint
national contracts for medical and surgical supplies and they are
unlikely to do so any time soon. While they have focused on con-
tracting separately, a few DOD and VA facilities have yielded mod-
est savings through local joint contracting agreements. VA and
DOD acknowledge that standardizing medical and surgical supplies
is a critical step toward achieving greater cost savings individually
and through their joint procurements. However, identifying and
standardizing like items has been a cumbersome and time-consum-
ing process for both departments because they lack complete data
on their medical and surgical supply procurements.

In addition, they lack unique item identifiers such as universal
product numbers that would make recognizing similar items easier.
Currently VA has standardized and negotiated about 150 national
blanket purchase agreements, known as BPAs, covering over 1900
individual medical and surgical supply items on the FSS. VA esti-
mates that it saves about $13 million annually through these na-
tional BPAs. DOD has 53 regional incentive agreements through
which it expects to save about $6 million annually.

We analyzed about 100 identical medical and surgical items that
VA and DOD now contract for separately. In most cases VA had
negotiated lower prices with manufacturers, but sometimes DOD
negotiated lower prices. Jointly purchasing at the lowest prices
would have yielded additional savings for both departments. While
these item-by-item savings are relatively small, for example,
$52,000 for one item and $200,000 for seven others that we identi-
fied, the cumulative effect of jointly purchasing thousands of items
can be significant. The potential for savings will likely be reduced
to some extent because VA and DOD have chosen different ap-
proaches to standardization, national versus regional, which will
limit their opportunities for national joint procurements.
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In addition, as drafted, H.R. 3645, with certain exceptions, ap-
pears to lock VA into purchasing from the FSS or BPA, potentially
reducing some of its flexibility in certain situations where they
might want to combine and leverage their purchasing power with
DOD. Secretary Principi recently approved a procurement reform
initiative which is intended to accelerate standardization, minimize
local purchases and create greater purchasing power, as well as
place VA in a better position to jointly purchase with DOD. H.R.
3645 seems consistent with this initiative and would strengthen it
by adding requirements for explicit annual goals as well as a Sep-
tember 2002 effective date.

In addition, VA and DOD are making improvements to their
automated information systems. At this point, however, neither de-
partment has accurate, reliable and comprehensive procurement
information. This is a basic requirement for identifying potential
medical and surgical items to standardize, as well as to achieve ad-
ditional savings. Similar improvements in their data would be
needed to assure meaningful compliance with the reporting re-
quirements contained in H.R. 3645.

In conclusion, Mr. Chairman, the current initiatives are positive
steps toward improving the efficiency and effectiveness of VA’s ac-
quisition system. However, the future of their individual and joint
procurement successes will depend on each department improving
their automated information systems and holding themselves ac-
countable for achieving savings both individually and through their
joint efforts.

This concludes my prepared remarks and we would be happy to
respond to any questions you might have.

[The prepared statement of Ms. Bascetta appears on p. 44.]
Mr. MORAN. Thank you, Ms. Bascetta. Mr. Bilobran.

STATEMENT OF JOHN S. BILOBRAN

Mr. BILOBRAN. Thank you, Mr. Chairman, and members of the
subcommittee. I am pleased to be here today to report on the work
performed by the Office of the Inspector General relating to pro-
curement of pharmaceuticals and medical-surgical items, our rec-
ommendations to improve the effectiveness of the Department of
Veterans Affairs procurement program, and our views regarding
H.R. 3645, the Veterans Health Care Items Procurement Reform
and Improvement Act of 2002. I am accompanied by Ms. Maureen
Regan, counselor to the inspector general.

Federal Supply Schedule contracts are national contracts that
are awarded noncompetitively to multiple vendors for like or simi-
lar commercial off-the-shelf products. The government’s negotiation
objective is to obtain most-favored customer, or MFC prices, that
is, prices equal to or better than that offered to commercial cus-
tomers. To facilitate that goal, FSS vendors are required to disclose
specific information relating to the discounts and concessions given
to their commercial customers, and these disclosures place the con-
tracting officer in a better position to determine price reasonable-
ness and ensure the government negotiates the best prices. FSS
contracts contain a price reduction clause requiring vendors to offer
the government the same price reduction it provides to agreed-upon
tracking customers. This clause ensures that the government main-
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tains commercially favorable pricing throughout the term of the
contract.

FSS contracts benefit VA and other government agency cus-
tomers by affording choice among a variety of pharmaceuticals,
medical-surgical supplies, and equipment items. FSS contracts also
broaden opportunities for vendors to sell to the government. In
many instances these opportunities particularly benefit small busi-
nesses that might otherwise lose out in competition with larger
suppliers.

Since 1993, the OIG, in conjunction with the Office of Acquisition
and Materiel Management, has collected in excess of $161 million
for overcharges relating to defective pricing and price reduction vio-
lations on Federal Supply Schedule contracts, most of which was
returned to VA’s supply fund. In addition, since 1994, pre-award
reviews of manufacturers’ offers have identified potential cost sav-
ings of over $373 million.

Pre- and post-award reviews are critical tools needed to negotiate
the best possible contract terms and to ensure the government’s in-
terests are protected during the term of the contract. We are cur-
rently able to conduct pre-award reviews only on medical-surgical
contracts greater than $3 million and pharmaceutical contracts
greater than $5 million and conduct post-award reviews on over-
charges the manufacturers have voluntarily disclosed.

FSS is no longer a mandatory source of supply and some manu-
facturers have withdrawn high volume items from FSS contracts,
refused to negotiate in good faith, cancelled contracts, or decided
not to submit proposals for FSS contracts. Vendors have told us
that it is not cost-effective to submit a proposal and offer MFC
prices on an FSS contract because many VA medical centers want
to negotiate separate agreements. Even if a local contract achieves
better prices, those terms do not benefit the government as a
whole, only the local medical center. We believe that local contract-
ing against an FSS contract should be avoided because it com-
promises VA’s ability to leverage prices nationally and incurs
avoidable administrative and overhead costs.

Even without an FSS contract, vendors may continue to sell in
large volume to VA medical centers that purchase open market.
Vendors recognize that they can sell at any price to medical facili-
ties that purchase open market and do not attempt to negotiate
prices with the vendor.

Some medical-surgical vendors that contract directly with com-
mercial customers have decided to sell to the government only
through distributors that have FSS contracts. This allows the man-
ufacturers to shield their pricing from the requirements of FSS con-
tracts, shield themselves from audits that may disclose pricing vio-
lations, avoid other FSS contract requirements such as the price re-
duction, clause and avoid requirements of public policy such as the
Trade Agreements Act requirements.

Some medical centers have entered into contracts where the dis-
tributor establishes the item price. In these cases the VA medical
center will not benefit from FSS prices because there is no agree-
ment between the distributor and manufacturer to honor the man-
ufacturer’s FSS or other national contract price. We reported our
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findings to the Secretary of the Veterans Affairs in a May 2001 re-
port and made four recommendations for improvement:

(1) Make FSS and other national contracts mandatory sources of
medical-surgical supplies and equipment, and generic pharma-
ceuticals, unless otherwise determined by the department’s pro-
curement executive; (2) Prohibit the award of local contracts for
commercial items unless authorized by the department’s procure-
ment executive or designee; (3) Monitor local purchasing; and
4. Limit contracts with distributors to distribution services only
unless the distributor can show that it is responsible for negotiat-
ing and establishing prices for the majority of items it distributes
to each manufacturers’ commercial customers.

In June 2002, the Secretary of Veterans Affairs chartered the VA
Procurement Reform Task Force. The Task Force recently issued
its report and made recommendations that supported our findings
and conclusions. However, we believe statutory authority is needed
to optimally achieve the purposes described above and ensure that
the recommended actions can and will be implemented.

Accordingly, we support H.R. 3645. The proposed legislation com-
plements the recommendations we made in our May 2001 report,
the recommendations of the Task Force, and fills in gaps in the au-
thority available to the Secretary to independently implement the
recommendations administratively. However, we suggest some
technical changes be made to improve administration of the legisla-
tive intent.

That concludes my testimony. I will be pleased to answer any
questions you may have.

[The prepared statement of Mr. Bilobran appears on p. 59.]
Mr. MORAN. Mr. Bilobran, thank you very much.
Ms. Bascetta, for how long has—have you or the GAO been look-

ing at cooperation on procurement issues between DOD and the
VA?

Ms. BASCETTA. Mr. Chairman, I believe it has been at least 2 or
3 years now beginning with the work that we issued last year on
joint procurement of pharmaceuticals.

Mr. MORAN. What is your impression or your analysis of progress
either being made or not being made? Are we at all moving
forward?

Ms. BASCETTA. In the pharmaceutical area I would say yes. Quite
a bit. I don’t have the statistics off the top of my head, but I know
that after we had encouraged the departments to look very closely
at specific classes of pharmaceuticals, where they were quite resist-
ant to believing that they were able to do joint procurements, they
made many more joint solicitations and are continuing to make
quite a bit of progress.

In the medical-surgical area it has been much, much slower.
Mr. MORAN. Part of your testimony that troubles me the most is

that you indicate that it is difficult for VA and DOD to identify
items that would produce the greatest benefit from standardization
within, let alone between, their departments. What is it that we,
as policymakers need to do to, in a sense to force DOD and VA to
cooperate? It seems to me that one of the things that you also talk
about is it is uncertain whether data from the new systems—I as-
sume we are talking about computers—would be compatible. There



16

is almost always an explanation or the word ‘‘excuse’’, that our
computers don’t talk to each other. I have heard that in minor set-
tings and major settings. It is just a standard answer to why we
can’t do something.

What do we need to do to push DOD and VA to be compatible
and ultimately save the taxpayers’ dollars?

Ms. BASCETTA. That is a difficult question. As you know, it has
been a challenge now for, well, since the original sharing legisla-
tion was enacted in the early 1980s. I believe that your continued
oversight in setting performance goals and expectations that the
departments will in fact cooperate and achieve greater savings
through those joint procurements is the best action you can take.
Being prescriptive about how to do that, you know, could have
some impact. But in the final analysis, what we are trying to do
is get the result that we want and that the President’s task force
on VA health care wants as well.

In this particular area, which is really very complex, there are
a couple of points that I would also like to make. One is that their
own information systems need significant improvement so that, as
we said, they can do better procurements individually as well as to-
gether. But another common challenge that they face is the lack of
UPNs, universal product numbers in a number of cases. And here
the VA is actually taking the initiative to prepare a draft regu-
latory impact statement, a cost-benefit analysis of the effect of
UPNs on manufacturers. And if they can issue a regulation that
would require UPNs, this would help not only VA but DOD, par-
ticularly in this medical and surgical area, compare items both
within their systems and across their systems. So that would be a
significant help in this particular situation.

Mr. MORAN. Do you have an estimate of the cost savings in pro-
curement alone if the VA and DOD would cooperate?

Ms. BASCETTA. No, we don’t.
Mr. MORAN. Is that number not available because of lack of

information?
Ms. BASCETTA. That is correct.
Mr. MORAN. Common sense tells me that the savings would be

substantial.
Ms. BASCETTA. We would agree with that. On a unit basis they

would be relatively small, especially compared to, you know, high
ticket items or even compared to many pharmaceuticals. But in the
aggregate, the cumulative savings, we would imagine, would be
substantial.

Mr. MORAN. Do you have a sense as to whether I should be pok-
ing my finger in the chest of the Department of Defense or the Vet-
erans Affairs Department? Is one department dragging their feet
more than another?

Ms. BASCETTA. I don’t think so. I think there is probably plenty
of blame to go around.

Mr. MORAN. I will poke twice. Thank you. Mr. Filner.
Mr. FILNER. Thank you, Mr. Chairman. I am interested in the

fact that the inspector general’s office differed with the Secretary’s
Office on its recommendation on the legislation. I would like to ask,
if you don’t mind, Ms. Regan. Ms. Regan, I am told that you know
a lot about this issue and that you have heard the testimony ear-



17

lier, you heard some of the other questions. I would like to get your
reaction to it as an open-ended kind of thing. Do you think that VA
can fix this situation internally, or do they need this kind of
legislation?

Ms. REGAN. One of the reasons we supported the legislation—the
inspector general supported the legislation because it contains a
number of components that we have some question as to whether
or not the Secretary can independently implement. The distributor
issue, in particular.

Mr. FILNER. I am sorry to interrupt. But when you say the Sec-
retary doesn’t have the power to independently implement, can you
explain that?

Ms. REGAN. As we understand it, the Secretary can independ-
ently mandate that VA facilities buy off of Federal Supply Schedule
or national contracts, but there is some question as to whether or
not the Secretary would be able to independently implement some
of the other recommendations in the legislation, such as the pre-
and post-award audit clauses, the price reduction clause, and the
requirements relating to contracts with distributors. This is why
the IG supported the legislation. It is our understanding that con-
currence by OMB and possibly with GSA on some of those issues
would be necessary before these provisions could be implemented
by the Secretary.

Mr. FILNER. Can you address the broader issue somehow? What
is going on in the VA that has led to this kind of critique and
whether they can fix it on their own?

Ms. REGAN. What led to our report in May? Or——
Mr. FILNER. And this legislation.
Ms. REGAN. We wrote the report at the request of the Secretary.

When the Secretary first met with us, he was briefed by our office
on a number of issues. One issue was procurement. We had gath-
ered a significant amount of information from various reviews con-
ducted by various parts of the OIG organization and we had some
recommendations. And he asked us to put our findings and sugges-
tions into report format. In response, the Secretary put together
the Procurement Reform Task Force. While the Task Force was
working, the legislation was proposed. The IG feels strongly that
the recommendations in our report. The Task Force addressed
some of these issues, but we are concerned whether the VA has au-
thority to independently implement all of the recommendations.

Mr. FILNER. Do you share or not my skepticism, as I expressed
to the Secretary earlier, about accountability internally?

Ms. REGAN. To some degree, I think there has been a lack of ac-
countability and a lack of oversight in what VA has been purchas-
ing over the years. One of the things we note in our report, and
I believe the task force report also noted, is VA does not know what
it is are buying. Some of the blame is on changes such as making
FSS not mandatory and encouraging the use of the credit cards
both of which led to a significant increase in open market pur-
chases. We can’t tell you, nobody can tell you, right now what VA
is buying or from what vendors. This has caused a problem over
time. Frankly, the Department, the National Acquisition Center,
also recognized that vendors were going off contracts and starting
to complain about why should they have a contract if they have to
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go renegotiate at the local level. We began to see in our pre- and
post-award audit work that it was a problem. More and more high
dollar items were being taken off contract and sold open market.

Something needs to be done to let manufacturers to put items on
contract to get good pricing. When you buy open market, you can
pay any price quoted. Sometimes above list, sometimes at list,
sometimes below list. When somebody comes in and tells the medi-
cal center, I am going to give you 50 percent off list, that sounds
good. But if you find out that most other commercial customer is
getting 90 percent off list, it is not such a great deal.

We support the Federal Supply Schedules because, first, it gives
everybody the chance to compete, especially small businesses. It
also allows the VA to negotiate most-favored customers pricing and
to actually get good prices by leveraging our buying power.

Mr. FILNER. Just internally to the VA operation, I told Secretary
Catlett that I was surprised at the testimony because the Secretary
earlier had sort of expressed support. Do they ask you or your of-
fice about this legislation and what you recommend on it? I mean
as part of their process, do they consult with you, given the fact
that you had already made some recommendations?

Ms. REGAN. We were consulted. The Department knew our
position.

Mr. FILNER. They disagreed with you.
Ms. REGAN. Correct.
Mr. FILNER. All right. Mr. Catlett, as the Principal Deputy As-

sistant Secretary, is that your title? So there is a Secretary for
Management? Is there a Secretary for Management, Assistant
Secretary?

Mr. CATLETT. To be nominated.
Mr. FILNER. I’m sorry.
Mr. CATLETT. Yet to be nominated.
Mr. FILNER. And you are the principal deputy. So are there other

deputies? I am just looking at the title; it interests me. I was just
wondering—how many administrators do we have here that are
looking over this information?

Mr. MORAN. Mr. Secretary, if you are going to answer that ques-
tion, would you come to a microphone.

Mr. FILNER. I guess I was just——
Mr. MORAN. Do you have a question, Mr. Filner?
Mr. FILNER. It just looks like a big administrative structure and

then we are not even understanding what we are buying or who
we are buying it from. It seems rather strange. And I think it justi-
fies the need for this legislation, Mr. Chairman.

Mr. MORAN. Mr. Boozman.
Mr. BOOZMAN. In regard—you were talking about the purchas-

ing, and I guess there might not be an incentive to get the best
purchase price. In your investigation, was that just sloppiness or,
like I said, no incentive? Did you find any evidence that—I mean
we are talking about large sums of money, you know, potentially.
Has anybody ever been found to be doing that for the wrong rea-
son? Do we prosecute people for——

Ms. REGAN. We have prosecuted people for misuse of the credit
card, people who use the credit card to buy goods for personal use
or to buy goods and resell them. But as far as pricing on medical-
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surgical supplies, equipment, and pharmaceuticals, it has just be-
come a problem because the credit cards have been spread out to
individual services in the hospitals. The secretaries have the credit
cards and they have just gotten used to calling up and ordering an
item and not really negotiating a price. And a lot of the items that
they buy are under $2,500. They are below the micro threshold
purchase limit of which does not require the buyer to do much in
the way of negotiation or price comparison. This is the reason why
manufacturers have learned just to sell directly to these local peo-
ple. They wouldn’t lose any business. As we cited in our report,
they knew they could do that, and some of them have made a lot
more money doing it because there is no negotiation and no nego-
tiation is required because of the dollar amount of the purchase.

Mr. BOOZMAN. Thank you.
Mr. MORAN. Mr. Rodriguez.
Mr. RODRIGUEZ. Thank you very much. I think you heard some

of the questions I asked earlier in terms of minority. Procurement,
ironically enough, the VA has been awarded a C by the Committee
on Small Business, minority staff for their operations, although
Federal agencies overall get a D because of the fact that as they
move forward, a lot of small businesses are cut out from the proc-
ess. I was wondering if, in your assessment process do you consider
small business participation in the process? I wanted to get some
feedback from the GAO whether that is looked at at all or, what
kind of feedback you might have gotten on this issue.

Ms. BASCETTA. We didn’t cover that at all in ours, but I believe
the IG has.

Mr. RODRIGUEZ. Did you also consider, the VA set their goal at
3 but the Federal mandate is 5? They are mandated to come up
to 5 and they set their goal at 3. I mean automatically they prob-
ably look good because on the 8A programs they are at 3.7 percent.
But that has been dropping for the last 3 or 4 years since 1998.
Have you—do you all look at other studies on how the VA does
with small businesses at all?

Mr. BILOBRAN. We have not done any reviews of small business
involvement in general VA procurement.

Mr. RODRIGUEZ. The Federal Government has a variety of initia-
tives—in fact, this administration, President Bush’s administration
is also pushing HUBZone areas, as well, 8A programs. So as the
Federal agencies proceed, do you find them to even be knowledge-
able about minority, 8A and HUBZone?

Mr. BILOBRAN. We don’t have any information.
Mr. RODRIGUEZ. You don’t have that information, they didn’t

have it either. And if our goal is to try to develop the HUBZone
concept based on the administration’s proposal, and the people in
procurement are not familiar—I mean, that really bothers me that
we have this program trying to help certain communities, and we
have President Bush trying to push the HUBZone stuff and other
initiatives, and yet they are not cognizant of those programs that
exist out there or how they even rank in those areas.

I was surprised, the VA has been doing well on women-owned
business, and I suppose you had been given a B on women-owned
businesses, so the VA has done fairly well in that area. But on the
other areas for some reason it has been dropping from a high in
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1998 of 7 percent down to a little bit over 3 percent now. But their
mandated goal was 5 that is my understanding. Is that your under-
standing also?

Mr. BILOBRAN. Yes.
Mr. RODRIGUEZ. Are there any other studies that the GAO has

done that have taken into consideration small business and minor-
ity-owned businesses, women-owned businesses?

Ms. BASCETTA. None that I am aware of in my area, which is
health care. It is possible that there have been reports done on
small business goals in other parts of GAO. I would be happy to
check for you.

Mr. RODRIGUEZ. I understand the importance of quality, flexibil-
ity, and bringing down the costs, but also we must remember there
are a lot of good small businesses that produce good products,
would you like to comment on that?

Mr. BILOBRAN. We have some information related to small busi-
ness performance on on the Federal Supply Schedule that we have
received from the National Acquisition Center. Approximately 66
percent of all of the contractors in fiscal year 2000 were small busi-
ness enterprises, and in 2001 it was 67 percent.

Mr. RODRIGUEZ. Based on the data I have, they seem to do a lit-
tle bit better—in all honesty they are not there yet, but they do
better than the Department of Defense because they (the DOD) are
less than 1 percent on most of the ranking areas.

Mr. REGAN. As we said in our testimony, one of the beauties of
the Federal Supply Schedule is that it allows small businesses to
get a contract and to sell their products. They don’t have to com-
pete on a one-on-one basis with big businesses. This allows more
small businesses to go out and sell their products without worrying
about the one-on-one price comparison with somebody else. They
may not have the buffer zone to out price large manufacturers, but
they also may have a product that the VA wants. And that is one
of the nice things about the FSS system, and it does work.

Mr. RODRIGUEZ. Thank you very much.
Mr. MORAN. Mr. Rodriguez. Thank you.
For the purposes of today’s discussion, what is the definition of

a small business?
Ms. REGAN. I believe it is under 400 employees.
Mr. MORAN. Committee, anything further of this panel?
Thank you very much, panel. We appreciate your participation

today and the insight you have offered. We are hoping that this bill
will receive additional consideration. There is a subcommittee
meeting on July 10 to further consider this legislation.

Without objection, written statements of the American Legion,
the VFW, the DAV, PVA, VVA, BVA and Allied Health for Veter-
ans Care will be made part of the record. Without objection, so
ordered.

(See p. 71.)
Mr. MORAN. The hearing record will remain open for 5 additional

days to receive additional statements.
Mr. MORAN. This hearing is adjourned.
[Whereupon, at 10:35 a.m., the subcommittee was adjourned.]
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Congressman Ciro D. Rodriguez

HVAC Subcommittee Hearing on H.R. 3645

June 26, 2002

o Thank you Mr. Chairman

o I am anxious to hear the testimony presented this morning regarding ‘‘H.R.
3645, the Veterans health Care Items Procurement Reform and Improvement
Act of 2002.’’

o I would like to acknowledge the work of Ranking Member Evans on this legisla-
tion which raises crucial questions regarding the procurement process followed
by the Department of Veterans Affairs.

o I await the testimony that will be presented today by the Department of Veter-
ans Affairs on our currently employed procurement process and their assess-
ment of the proposed changes.

o Additionally, I am interested in the results of GAO’s work in assessing collabo-
rative procurement efforts between the DOV and the Department of Defense.

o Of great importance and guidance also is the voice of our veterans. The perspec-
tive of our leading veterans advocacy groups is also of considerable consideration
on this critical issue.

o Ultimately, our role here is to serve the needs of our veterans. Providing them
with adequate and accessible health care should always be at the top of our list
of concerns.

o However, when opportunities arise to save money and cut waste while still
meeting the needs of our veterans we need to pay attention.

o Thank you all for being here and I anxiously await your testimony on this ur-
gent issue.
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