Defense Health Program

FY 2002 Amended Budget Submission

Appropriation Highlights

($ in Millions)




    FY 2000    Price    Program  
FY 2001
Price

Program
FY 2002





     Actual
   Growth
Growth
Estimate
Growth
Growth
Estimate

Operation & Maintenance    11,659.9    422.6
-435.9 
11,646.6
 405.8     5,513.3
17,565.7

Procurement



350.7
    14.1
 -75.4
   289.4
  11.3
 -32.8
   267.9

RDT&E



294.8
     4.7
 113.0
   412.5
   7.0
-354.2
    65.3
     Total, DHP

   12,305.4
   441.4
-398.3
12,348.5
 424.1     5,126.3
17,898.9


Summary:  The medical mission of the Department of Defense (DoD) is: (a) to provide and maintain readiness, medical services, and support to the armed forces during military operations, and (b) to provide medical services and support to members of the armed forces, their family members, and other beneficiaries entitled to DoD health care.  The Defense Health Program (DHP) appropriation funding provides for worldwide medical and dental services to active forces and other eligible beneficiaries, veterinary services, medical command headquarters, specialized services for the training of medical personnel, and occupational and industrial health care.  Included are costs associated with the Civilian Health and Medical Program of the Uniformed Services (CHAMPUS) and the TRICARE Managed Care Support (MCS) contracts which provide for the health care of eligible active duty family members, retired members and their family members, and the eligible surviving family members of deceased active duty and retired members. The DHP funding is divided into seven major areas:  In-House Care, Private Sector Care, Information Management, Education and Training, Management Activities, Consolidated Health Support, and Base Operations. 

The DHP appropriation also funds procurement of capital equipment in support of the DoD health care program in military medical treatment facilities and other health activities worldwide.  It includes equipment for initial outfitting of newly constructed, expanded, or altered health care facilities; equipment for modernization and replacement of worn-out, obsolete, or uneconomically reparable items; equipment in support of the entire TRICARE Managed Health Care Program and medical treatment facilities information processing requirements; and equipment supporting programs such as pollution control, clinical investigation, and occupational/environmental health.

The Research, Development, Test and Evaluation (RDT&E) program of the DHP appropriation funds health care related Information Management/Information Technology (IM/IT) developmental requirements.

Narrative Explanation of Changes: The FY 2002 Defense Health Program Operations and Maintenance amended budget request increases $5,919.1 million, reflecting $405.8 million in price growth and $5,513.3 million in net program growth.  The net program growth of $5,513.3 million includes approximately $4,017.0 million for new benefits legislated in the FY 2001 National Defense Authorization Act (P. L. 106-398) – including $3,923.0 million for the TRICARE for Life benefit which covers Military Medicare-Eligible beneficiaries as a second payor to Medicare and $94.0 million for initiation or continuation of various other benefits (e.g., custodial care, reimbursement for certain travel expenses, and a reduction on the yearly Catastrophic Cap payment) for all beneficiaries.  Additionally, the net program increase includes $1,531.9 million to restore a FY 2001 program funding imbalance in MTF pharmacy requirements, Managed Care Support contracts, medical supplies and equipment, and initiatives to provide additional workload to Military Treatment Facilities (MTFs).   The DHP also experienced $153.3 million in program growth for increased pharmacy costs resulting from advances in medical practice and nationally experienced cost trends above inflation.  Other program increases include:  $373.9 million for increased Private Sector health care requirements associated with costs above inflation, advances in medical practices and phase-in/phase-out of new contracts; $35.8 million for data quality improvement and restoral of deferred facility maintenance; $33.0 million to support of TRICARE modernization and infrastructure as well as claims processing improvements; $6.2 million for a transfer in of contingency operations requirements for Southwest Asia; and $38.8 million for other program requirements such as utilities, training, contracts, supplies, and equipment.  These program increases are offset by program decreases of $315.0 million for anticipated savings related to adoption of Center for Medicare and Medicaid Services prospective payment schedules for skilled nursing facilities and hospital outpatient department charges; $283.1 million for FY 2001 congressional adds not continued in FY 2002; $35.1 million for reduced system sustainment requirements such as software repair and maintenance; $24.6 million for the termination of over 65 demonstration programs no longer necessary because of the TRICARE for Life program; $5.9 million for the transfer of production of the Uniform Beneficiary Card to the Defense Human Resources Activity (DHRA); and, $12.9 million for various other reduced program requirements.

The DHP Procurement Program decreases $21.5 million overall between FY 2001 and FY 2002. This reflects price growth of $11.3 million and a program decrease of $32.8 million (10.9 percent).  The program decrease consists of $12.2 million for FY 2001 initial outfitting requirements not continued in FY 2002 and $20.6 million for reduced replacement and modernization equipment requirements.  

The Research, Development, Test and Evaluation (RDT&E) program reflects an overall decrease of $347.2 million from FY 2001 to FY 2002.   This includes price growth of $7.0 million and a program reduction of $354.2 million (84.4 percent).  The program decrease results from $352.5 million in FY 2001 congressional adds not continued in FY 2002 and a $1.7 million reduction in Information Technology program requirements.
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