Defense Health Program

Fiscal Year (FY) 2003 Budget Estimates

Appropriation Highlights

($ in Millions)




    FY 2001    Price    Program  
FY 2002
 Price
Program
FY 2003





     Actual
   Growth
 Growth
Estimate
 Growth
 Growth
Estimate

Operation & Maintenance    12,858.2    555.8
4,660.6 
18,074.6
1,229.9    -4,944.4
14,360.3

Procurement



290.4
     7.0
  -29.4
   267.9
    6.8
    4.0
   278.7

RDT&E



431.7
     6.5
   25.6
   463.8
    7.0
 -403.5
    67.2
     Total, DHP

   13,580.3
   569.3
4,656.8
18,806.3
1,243.7    -5,343.9
14,706.2

Receipt from Accrual Fund
-

-
    -

   - 

   -
      5,097.6      5,097.6


Total Health Care Costs
   13,580.3
   569.3
4,656.8
18,806.3
1,243.7      -246.2
19,803.8

Department projection of FY 2003 In-House Care receipts from the DoD Medicare-Eligible Retiree Health Care Fund to pay for health care costs.

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.  Beginning in FY03, the Department will implement an accrual-type fund for health care provided to Medicare-eligible retirees, retiree family members and survivors.  This will include payments into the fund to cover the Government’s liability for the future health care cost of current military personnel as well as receipts from the fund to pay for care provided to eligible beneficiaries, to include the new TRICARE for Life benefits implemented in FY02.

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 2003 Defense Health Program Operations and Maintenance budget request decreases by -$3,714.3 million, reflecting $1,229.9 million in price growth and -$4,944.4 million in net program change.  The net negative program growth of -$4,944.4 million includes program reductions of $5,097.6 million in funds transferred to the Medicare-eligible Retiree Health Care Fund for TRICARE for Life benefits and the level of effort currently serviced by military treatment facilities; $587.3 million reduction for a reversal of a one-time congressional adds, carryover of multi-year emergency supplement funds, and other one-time initiatives; $32.2 million program reduction reflecting rediced costs in dental and cancer programs, and completion of the FEHBP demonstration program; and other decreases totaling 17.1 million.  These program decreases are offset by program increases of $424.5 million in Private Sector Care costs above inflation; $63.5 million increase in pharmaceutical price and volume over inflation; $13.1 million transfer from Army Training and Doctrine Command (TRADOC) to cover the cost of hospital utilities at TRADOC installations; $25.8 million growth in Education and Training for HVAC and elevator upgrades at USUHS, increase in Health Profession Scholarships issued, and professional course development for dental techs and medical corpsman; and a $39.6 million in Base Operations to fully fund Facility Sustainment.

The DHP Procurement Program increases $10.8 million overall between FY 2002 and FY 2003. This reflects price growth of $6.8 million and a program increase of $4.0 million which funds additional medical/surgical replacement and modernization equipment requirements.  

The Research, Development, Test and Evaluation (RDT&E) program reflects an overall decrease of $396.6 million from FY 2002 to FY 2003.  This includes price growth of $7.0 million and a net program reduction of 

$-403.5 million.  A program decrease results from $394.3 million in FY 2002 congressional adds not continued in FY 2003 and a $-9.2 million reduction in Information Technology program requirements.

NOTE:  In FY 2003 the Department projects that approximately $5.098 billion will come from the DoD Medicare-Eligible Retiree Health Care Fund to pay for health care.
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