Defense Health Program

Fiscal Year (FY) 2004/FY 2005 Biennial Budget Estimates

Appropriation Highlights

($ in Millions)



     FY 2002
   Price    Program   FY 2003   Price
Program   FY 2004    Price   Program    FY 2005


      Actual    Growth   Growth   Estimate   Growth   Growth   Estimate   Growth   Growth    Estimate
Appropriation Summary:

Budget Activity 4:  Administration and Service-wide Activities

Operation & Maintenance  16,738.7   957.6  -3,643.3 
 14,053.0    767.6     56.3   14,876.9
  844.9    201.7    15,923.5
Procurement

        330.4
     8.5     -55.5
    283.4      6.6
   37.8      327.8      7.7     51.5       387.0
RDT&E

        553.9
     6.6    -103.4
    457.1      6.9
 -398.2       65.8      1.1      5.5        72.4
     Total, DHP

     17,623.0
   972.7  -3,802.2
 14,793.5    781.1   -304.1   15,270.5    853.7    258.7    16,382.9

OMB projection of receipts from the  Accrual Fund
  4,445.0      -       -       4,765.0      -        -  
 5,006.0
Total Health Care Costs*




                     19,238.5                     20,035.5                 
21,388.9
*Reflects OMB projections of FY 2003, FY 2004, and FY 2005 In-House Care and Private Sector Care receipts from the 
DoD Medicare-Eligible Retiree Health Care Fund to pay for health care costs.
Description of Operations Financed:
The medical mission of the Department of Defense (DoD) is: (a) to enhance DoD and our Nation’s security by providing health support for the full range of military operations and sustaining the health of all those entrusted to our 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.  In FY 2003, the Department implemented the DoD Medicare Eligible Retiree Health Care Fund, an accrual-type fund to pay for health care provided to Medicare-eligible retirees, retiree family members and survivors.  Monthly payments from the Military Personnel accounts into the fund cover the Government’s liability for the future health care cost of current military personnel and their family members once they retire from military service and become eligible for Medicare. Receipts from the fund into the Defense Health Program and the Military Personnel accounts pay for the current year cost of care provided to Medicare-eligible retirees, retiree family members and survivors.
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 to Information Management/Information Technology (IM/IT) developmental requirements.

Narrative Explanation of Changes:  The FY 2004 Defense Health Program Operations and Maintenance budget request increases overall by $823.9 million, reflecting $767.6 million in price growth and $56.3 million in net program change.  The net program growth of $56.3 million includes $48.5 million for the functional transfer of the Army National Guard medical/dental mission to the Defense Health Program as well as a $14.3 million internal realignment from DHP Procurement to Operations & Maintenance appropriation to properly reflect central IT support from the Defense Information Systems Agency (DISA).  Other program growth includes $59.4 million for increased pharmacy utilization; $103.1 million for increased private sector care requirements (under 65 National Mail Order Pharmacy {NMOP} program, supplemental care and revised financing); $38.3 million for Plant Replacement Value (PRV) realization to Standard DoD PRV and application of fifty year recapitalization rate, plus other increased base operating support requirements; $24.7 million for increased requirements for appropriated funds to pay for health care costs as the result of revised level of effort reimbursement from the accrual fund; $10.9 million for sustainment costs associated with the Defense Medical Logistics Standard Support (DMLSS release 3.0) and Composite Health Care System (CHCS) II programs; $8.0 million to support two high technology digitization programs at the Armed Forces Institute of Pathology; $4.8 million for miscellaneous program increases; and several congressional adds totalling $243.9 million.   These program increases are offset by $-499.5 million in program decreases which consist of $-55.9 million for the reversal of congressional adds and $-443.6 million in other program decreases.  Approximately $-327.9 million of this decrease is associated with anticipated savings resulting from optimization initiatives, TRICARE enrollment fees and copayments indexed to OMB established rates, and revised programmatic growth assumptions for Managed Care Support Contracts, and Medicare Accrual Fund Level-of-Effort decrease;  $-49.5 million reflects the completion of software development for “Access to Care” and “e Health” initiatives, reduced DoD Information Technology Systems Certification and Accreditation Program (DITSCAP) requirements, and an acquisition strategy change from lease to purchase for end user devices; $-49.8 million results from a reduced requirement for Service centrally managed and locally procured contracts; $-11.0 million reflects reduced ADP Personnel Security Check and Pharmacy Data Transaction 
Services (PDTS) requirements, and $-5.4 million of collateral equipment funds are deferred to FY 2005 based on the projected construction schedule of two medical military construction projects.  
The DHP Procurement Program increases $44.8 million overall between FY 2003 and FY 2004. This reflects price growth of $6.6 million and a net program increase of $37.8 million.  Program increases include funding for new facility initial outfitting requirements plus the procurement of equipment to support the Defense Medical Human Resources – Internet (DMHRS-I) and the Composite Health Care Sytem (CHCS) II deployment.  This program also reflects the internal realignment from DHP Procurement to Operations & Maintenance required to properly execute  the Central IT support from the Defense Information Systems Agency (DISA). 
The Research, Development, Test and Evaluation (RDT&E) program reflects an overall decrease of $-391.3 million from FY 2003 to FY 2004.  This includes price growth of $6.9 million and $-398.2 million net program reduction.        The net program reduction results from FY 2003 congressional adds not continued in FY 2004 and a reduction in information technology program requirements.  These reductions are partially offset by a funding increase for development of Deployed Warfighter Protection for ground forces from disease-carrying insects.
President’s Management Plan – Performance Metrics Requirements:  The Defense Health Program (DHP) was one of many government programs evaluated by the Office of Management and Budget’s Program Assessment Rating Tool (PART).  The PART is designed to evaluate program effectiveness via questions designed to analyze program purpose and design, strategic planning, overall management, and results.


The PART’s findings as they relate to the DHP drew several important conclusions:  1) the DHP has, in fact, a clear and unique mission; 2) beneficiaries are generally satisfied with the availability and quality of healthcare; 3) the DoD is making good progress towards completing a five-year strategic healthcare plan; 4) the DHP continues to improve it’s collaborative efforts with the Department of Veterans Affairs.


The tool scored the DHP relatively low in the “program results” area in part because the DHP has yet to fully develop measures and targets for its long term goals.  The PART did, however, note the DHP’s excellent reputation for delivering both peacetime and combat medicine and, as such, gave the DHP an overall rating of “Adequate.”


In response to these findings, the DHP’s leadership is taking significant steps towards improving its long term performance measures.  The Fiscal Year 2004 President’s Budget continues to support both the DHP’s multi-faceted mission and the DoD’s ongoing efforts to forge new relationships with Department of Veterans Affairs.

�  Includes DERF Funding of  $31.636 million  from the 2001 Emergency Supplemental Appropriation Act for Recovery from and Response to Terrorists Attacks on the U.S. (P.L. 107-38).
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