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| appreciate the opportunity to address you in nmy capacity
as Chairman of the Defense Medical Oversight Comnmttee. | want
to personally assure you that the senior | eadership of the
Department of Defense strongly believes that maxi m zing the
heal th and wel |l ness of our service nenbers--and their famlies--
is a vital conmponent of readiness. W are acutely aware of the
probl enms our nedi cal system and our beneficiaries face, and we
are commtted to working with the Congress to inprove the
Mlitary Health System Let ne al so assure you, we are
commtted to keeping the prom se of providing quality nedical
care to our retiree popul ation.
DMOC

Last year, the Deputy Secretary of Defense convened a
Medical Summt to discuss problens faced by the mlitary health
care system The summt concluded that greater Service
oversight in the operation of the health programand in
establishment of health care benefits and budget priorities was
requi red. The Defense Medical Oversight Commttee (DMOC) was
formed in August, wi th nenbership consisting of the Under
Secretary of Defense (Personnel and Readi ness), the four service
Vice Chiefs, the mlitary departnent Under Secretaries, the

Under Secretary of Defense (Conptroller), the Director for



Logistics fromthe Joint Staff, the Assistant Secretary of
Def ense for Health Affairs and the Surgeons General.

Since its inception, the DMOC has engaged senior mlitary
and civilian | eadership in discussions and review of the health
care benefit, Defense Health Program (DHP) funding requirenents
in the context of other service decisions, and managenent and
reengi neering initiatives. As Chairman of the DMOC, | am
committed to ensuring that the Mlitary Health System delivers a
consi stent, equitable benefit for all beneficiaries.

The DMOC has two prinmary responsibilities: ensuring
adequate funding for a high quality mlitary health care system
and strengthening the benefit we offer our mlitary famlies.
Fundi ng

In the past few nonths, the DMOC directed a thorough
Budget Revi ew of the Defense Health Programto determ ne the
scope of current and projected funding requirenents. This
resulted in over $250M bei ng added to the Defense Heal th Program
in the President's Budget proposal for Fiscal Year 2001.

The results of this review also highlighted a shortfall of
over $6 billion across the Future Year Defense Plan (FYDP)
Since this $6 billion shortfall cannot be managed away, our
first priority is to fix the bottomline--w thout breaking the

syst em



One of the options the DMOC has di scussed for financing
retired mlitary healthcare involves conversion froma pay-as-
you-go systemto an accrual financing system The heal thcare
costs for retirees would be funded using the sane systemt hat
DoD uses to fund their retirenent pension. The healthcare
retirement cost would be included in active duty progranm ng
rates based on actuarial estinmates and would accrue to a new
trust fund. This trust fund would then be used to finance
retiree health benefits.

TRI CARE Contracts

The DMOC al so directed an analysis of the TRICARE 3.0
Request For Proposal (RFP). The Center for Naval Analysis
conpleted a prelimnary review of the RFP, nmeking severa
recommendat i ons regarding financing and performance criteria
that were incorporated into the recently rel eased RFP for
TRI CARE Region 11. Another, longer termand nore rigorous
eval uation wll be conducted by an outside consulting firm to
ensure that we have the best possible vehicle for Contractor
health care delivery - especially fromthe standpoint of our
beneficiaries.

Readi ness

In its role of integrating Service priorities with those of

the health program the DMOC al so recently eval uated a Theater

Medi cal Readi ness strategy designed to integrate successful



depl oynent of the supporting Theater Medical Information
Programs, to include a patient novenent nodul e, a defense

medi cal logistics system and a conposite health care system
used to track patient information within the mlitary treatnent

facility.

Heal t h Benefit

Secretary Cohen and the Chairman of the Joint Chiefs of
Staff have expressed their strong conm tnent towards expandi ng
health care access to all our beneficiaries--active duty,
retirees, and nenbers of their famlies. The DMOC has been
working to identify ways to inprove the health benefit, both the
nature of the benefit and the manner in which it is delivered.

Included in the President's Budget proposal for Fiscal Year
2001 are two initiatives to inprove the health care benefit for
Active Duty Famly Menbers. First, TRICARE Prinme Renote woul d
be extended to mlitary famlies living in areas not serviced by
TRI CARE Prine, so these famly nenbers can enjoy the sane
benefit as that experienced by famlies living in Prine areas.
Second, the DMOC supported elimnation of copays for all Active
Duty Fam |y Menbers enrolled in TRICARE Prinme, so that famly
menbers receiving care in the network have the sane benefit as

those receiving care in our Mlitary Treatnent Facilities.



Retiree Health Care

The DMOC | eadership is also concerned that many older mlitary
retirees do not have full access to the Mlitary Health Care
System and has been working with the Chairman of the Joint
Chiefs of Staff to evaluate alternatives for enhancing and
financing the health benefit for older retirees.

The President’s budget includes funding for the
denonstration prograns for our Medicare-eligible retirees, their
spouses, and survivors. To date, over 130,000 nedi care-
eligible retirees are qualified to participate in
denonstrations, including TRI CARE Senior Prinme, the Federal
Enpl oyee Health Benefit Plan (FEHBP), TRI CARE Seni or Suppl enment,
and an Expanded Pharmacy Benefit. The DMOC supports these
denonstration prograns, and will continue to pursue the
definition and financing of a stable, long termbenefit for
t hese retirees.

Best Busi ness Practices

The DMOC al so supports adoption of business practices that
wll inprove billing and clai ns paynent, tel ephone access,
tinmely appointing, and provi der network devel opnent. Qur
service nenbers say they are very satisfied with the healthcare
they receive, but they are often frustrated by adm nistrative

and customer service issues. The DMOC is conmtted to fixing



t hese problens to ensure the well being of our Service nenbers
and their famlies.
Concl usi on

The chal | enges we face are substantial, but the senior |ine
| eadership within the Departnent is commtted to ensuring that
our Mlitary Health Care Systemremains the best in the world.
In closing, | would like to again thank you M. Chairman and all
the nenbers of this subcommttee for your continued strong

support of the Mlitary Health System



