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DEPARTMENT OF DEFENSE APPROPRIATIONS
FOR FISCAL YEAR 2002

WEDNESDAY, FEBRUARY 28, 2001

U.S. SENATE,
SUBCOMMITTEE OF THE COMMITTEE ON APPROPRIATIONS,
Washington, DC.

The subcommittee met at 10 a.m., in room SD-192, Dirksen Sen-
ate Office Building, Hon. Ted Stevens (chairman) presiding.
Present: Senators Stevens, Domenici, Hutchison, and Inouye.

DEPARTMENT OF DEFENSE

DEFENSE HEALTH PROGRAMS

STATEMENTS OF:
VICE ADMIRAL RICHARD A. NELSON, SURGEON GENERAL, MED-
ICAL CORPS, U.S. NAVY
LIEUTENANT GENERAL PAUL K. CARLTON, SURGEON GENERAL,
U.S. AIR FORCE
LIEUTENANT GENERAL JAMES B. PEAKE, SURGEON GENERAL, U.S.
ARMY

OPENING STATEMENT OF SENATOR TED STEVENS

Senator STEVENS. Let me welcome all of you to our first sub-
committee hearing for this 107th Congress. I am delighted to see
the turnout, and nice to see everybody here ahead of time.

We meet to review the Department of Defense (DOD) medical
program and the Defense Health Program, or DHP. In just 1 year’s
time, we have seen tremendous changes in the DOD medical pro-
gram. Congress has fulfilled the commitment to our military retir-
ees to provide a lifetime of care. This benefit is now authorized, es-
tablished, and clear, and we must now find a way to implement it
and to pay for it and to be sure it happens as promised.

In a year’s time, the challenges facing the Defense Health Pro-
gram have only grown. In particular, the fiscal challenge seems to
change day by day, and always in increasing amount. Senator
Inouye and I and all the members of the subcommittee put great
value in military medicine. We honor and will fulfil the commit-
ments that have been made to our service members, their families,
and to our veterans and our retirees.

We will first hear from the service surgeons general of the armed
forces. This committee puts great stock, gentlemen, in your views
and your professionalism because you are charged to make DOD’s
medical programs work, and we thank you for what you do. As a
matter of fact, each of us are beneficiaries of your system.
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Just last night we heard the broad outlines of what President
Bush is preparing for his fiscal year 2002 budget. We are not going
to press you today on the details of that budget. We will receive
those details on April 3rd. What we seek from you today is your
professional assessment of the current challenges facing the De-
fense Health Program and your forecast of changes for the next
year.

Gentlemen, we always appreciate full and frank discussion and
we will look forward to sharing views with you today. We will do
our best to work with you, as we have always.

General Paul Carlton, we welcome you back, General. General
Jim Peake, congratulations on your promotion. We welcome you
here today. You have a most impressive background, General. We
are very eager to work closely with you. Admiral Dick Nelson, I re-
gret to be informed this is the last time you will testify before this
committee. You have been refreshingly candid and open with us,
Admiral.

Admiral NELSON. Thank you, sir.

Senator STEVENS. We appreciate that. We commend you for your
service, your 34 years of distinguished service to our country, and
wish you and your wife Alice the very best. A young man like you
should not think about retiring.

Before we go to your statements, Senator Inouye, you have a
statement?

STATEMENT OF SENATOR DANIEL K. INOUYE

Senator INOUYE. Mr. Chairman, I thank you very much. I wish
to associate myself with your remarks. I would like to thank the
Admiral for his service to his Nation. I wish you the very best in
the future.

General Peake, as I told you, the combat badge impresses me.
Did you know that he has a combat badge?

Senator STEVENS. Yes.

Senator INOUYE. General Carlton, we are always happy to have
you here with us.

General CARLTON. Thank you, sir.

Senator INOUYE. Mr. Chairman, my statement is a rather
lengthy one. I would like to have it made part of the record. How-
ever, I believe that all of us here should note that this is the first
Defense Subcommittee hearing of the year and understand this
was done deliberately.

We could have had the Chiefs of Staff for the Air Force, the
Army, or the Navy or the Secretary of Defense, but we decided to
have you people first. This is because if the quality of life of our
men and women in the service are not what they think is appro-
priate, then we are going to have a terrible time meeting the re-
quirements of our military family.

So we wanted all of you to realize that this subcommittee con-
siders your activities to be of utmost importance to our Nation’s se-
curity. Senator Stevens and I are not as young as the three of you
sitting there (Surgeon Generals of the Army, Navy and Air Force).
We have been around for a little while. We were in World War
Two, when all three of you were youngsters. At that time, in my
regiment only 4 percent of my men had dependents. The men were
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all young. Patients in military hospitals at that time looked like
what the military was mainly composed of, men.

Today we find that there are more gynecologists than orthopedic
surgeons, more pediatricians than anesthesiologists. This is the
way it should be because, as you know, today the ratio of active
duty to family members is a bit different. In the Army 75 percent
of the troops have dependents, the same is true for the Air Force
and the Navy. If we do not maintain the high quality of life that
you have been providing, we will have trouble maintaining an ade-
quate military force.

Oftentimes in discussing the security of this Nation, we only
seem to concern ourselves with things like B—2s, F—22s, and cruis-
ers. But when we come down to it, it is not the guns, it is not the
bombs; it is what you do that maintains our security at the level
that we should have it.

So, gentlemen, I join my chairman in welcoming you. I assure
you that we are looking forward to working with you.

Thank you, Mr. Chairman.

[The statement follows:]

PREPARED STATEMENT OF SENATOR DANIEL K. INOUYE

Good morning. I join the Chairman in welcoming General Peake, General
Carleton, and Admiral Nelson to discuss Military Medical Programs. I would like
to take this opportunity to acknowledge Vice Admiral Nelson who is making his
final appearance before this Committee as Surgeon General of the Navy. I thank
Admiral Nelson and congratulate him, for his long service to the Navy and the na-
tion, and his assistance to this committee. I wish him much success in his future
endeavors.

I would like to extend a special welcome to General Peake who is appearing before
this Committee for the first time as the Surgeon General of the Army.

I hope General Peake finds this hearing to be a worthwhile experience, and that
it will be the first of many fruitful discussions.

The last session of Congress focused on many health care issues including medical
errors, patient safety, and for the military health care system, the National Defense
Authorization Act, which authorized TRICARE to cover not only active duty service
members and their family members, but to expand its coverage to include military
retirees and their family members and survivors.

Service members on active duty are concerned about access to health care services
for their family members. We must ensure that the men and women who have com-
mitted to a career of service to our nation, both present and past, have a health
care benefit worthy of their sacrifice. In order to provide this key quality of life serv-
ice to our newly-expanded population, we must enable all members of the Military
Health Service System team to contribute fully to meeting this new and greater de-
mand for health care based on the professional abilities of each team member.

Historically it has been the Military Health System that has established success-
ful new paradigms for health care, and we must continue this proud tradition. The
Military Health System provides a far superior quality of life for our service mem-
bers and their families, but we must never forget to build on our past successes to
meet present and future challenges successfully .

Continuing fiscal restraints require us to make the best use of our resources while
maintaining quality. I am particularly pleased with the continued advancements
made in telemedicine and other medical technology, I commend the Department Of
Defense for being a leader of this innovative modern technology.

Today, as we address many of the issues facing our military health system, I
would like to focus on beneficiary access to military health care services, retention
of Military Health System personnel, implementation of the expanded TRICARE
benefit plan, and new technology initiatives. I look forward to hearing your testi-
mony.

Senator STEVENS. Senator Hutchison, Senator Domenici, do you
have any comments to make at the beginning of the hearing?
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STATEMENT OF SENATOR KAY BAILEY HUTCHISON

Senator HUTCHISON. Yes, Mr. Chairman. Before I get to my line
of questions, I would like to say a couple of things.

First of all, thank you very much. Clearly you are one of the pri-
orities that Congress is making for our military personnel. As we
upgrade quality of life, health care along with housing and pay are
the linchpins of that commitment that we are making.

I am introducing a bill today that will extend the period under
which victims of the Gulf War syndrome will be able to receive
treatment and be able to, hopefully, get coverage. I am very dis-
appointed that we have not gone nearly as far as I think we should
to find the cause of the Gulf War syndrome, and I think that we
are on the cusp of finding that cause and I hope that you will be
committed at the Department of Defense to helping us get the mo-
mentum to support the research that seems to have some hope of
finding the cause of Gulf War syndrome.

This is the tenth anniversary of the end of the Gulf War and one
in seven of our veterans have symptoms, some of which are unex-
plained, but all of which occurred following service and those symp-
toms were not present before the individual left to go serve our
country. I do not ever want it to be said that we did not do every-
thing possible to support those who have served our country when
they have ailments that they did not have when they left.

Last but not least, obviously we are on a program now of
TRICARE for Life and improving TRICARE. I think that it was
right that we kept the commitment to veterans finally that they
would have health care for life. But we are going to be faced with
the appropriations issues, because there are shortfalls in the fund-
ing that we now have if we are going to keep that commitment.

But we are going to keep the commitment and we will find the
money and we just need you to implement that commitment that
we will have quality health care for life for our retirees and the
veterans who are entitled to it and those who are active duty per-
sonnel.

I thank you, and I hope I am here for the questioning round, but
in case I am not I wanted to make those points. Thank you.

Senator STEVENS. Senator Domenici.

STATEMENT OF SENATOR PETE V. DOMENICI

Senator DOMENICI. Mr. Chairman thank you very much. I think
it is very important that these hearings occur early and, with your
permission, I would like to just make a little statement that ana-
lyzes the shortfalls in the Defense Health Program that have oc-
curred. I think the big problem we have in funding our commit-
ments in the area of health is that the Defense Department, for
better or for worse, has underestimated the inflationary add-on for
ichese programs. They do it consistently, and it is always extremely
ow.

We have a 5 year period of time when they estimated inflation
at 1.2 percent inflation and the actual inflation rate was 4.8 per-
cent. Now, frankly, with all the work that the chairman and the
ranking member do to put the right amount of money in the appro-
priation bill, I do not think it is fair to ask them to second guess
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you on the inflation rate and say, well, we are funding everything,
but we do not believe your inflation rate.

I think the Department has to get on the ball and put an infla-
tion rate in that is realistic. In institutions of health delivery, the
cost is going up, perhaps as fast as in United States generally.

I have a statement which details that this is underfunded. Mr.
Chairman, I think one of the best things you could do with the
ranking member is to insist and encourage the Department to put
the right number in. The Department puts the wrong number in
because they do not estimate the inflation in at a high enough
level. We fund it at the requested level, and then we all get in a
trap around here because we have to have a supplemental to ulti-
mately pay for it. Then, the appropriators are asked, why are you
having the supplemental?

Well, indeed, Mr. Chairman, we are going to have to have a sup-
plemental this year. You and I know that. The newest item is that
we are going to have to add $1.2 billion, and maybe $1.4 billion,
as the shortfall for the health programs in this Department. If you
all would like to check that, that is a question we would submit
for the record. We think the 2001 shortfall is $1.2 billion, but it
may be as high as $1.4 billion.

I think you should tell us whether that number is right. I am
going to go asking for the supplemental amount because I think we
ought to not leave these programs hanging without the money be-
hind them. That causes some grief. Sometimes it causes delay, and
in all cases it causes the health delivery system to put their pay-
ment plan, hold it in abeyance until the money comes.

So, Mr. Chairman, would you put my statement in the record
which details this. I have introduced a measure here; it is S. 395,
and I want to call to everyone’s attention to the $1.2 billion. When
you do your supplemental I am sure you are going to include this
because it is a shortfall for the year we are in over and above what
you have appropriated, not because of you and the ranking mem-
ber, but because the inflation rate was underestimated.

[The statement follows:]

PREPARED STATEMENT OF SENATOR PETE V. DOMENICI

Since 1994, budgets for the Defense Health Program have been submitted to Con-
gress without requesting enough spending to cover all known medical and health
care expenses.

DOD has been projecting an average annual inflation rate of 1.8 percent in the
Defense Health Program, but the actual average rate for the past five years is 4.9
percent. Just last year, DOD predicted 2.1 percent inflation for the Defense Health
Program in 2001; experts are predicting the rate to be 7.9 percent.

This has resulted in expenses being incurred but no funds to pay the bills. Chair-
man Stevens has led Congress by funding these gaps with additional spending,
often in emergency supplemental appropriations bills.

But the delays from inadequate budget requests means healthcare providers do
not know if or when they will receive full funding. As a result, appointments for
healthcare can be complicated, and the services rendered can be delayed or de-
graded. A system that many already find troublesome can become exasperating.

This problem affects an active beneficiary population of almost six million, includ-
ing 1.5 million active duty servicemen and women, 1 million retirees, and 3.3 family
dependents.

President Bush has already pledged that he will fully fund Tricare costs in 2002
at an estimated $3.9 billion, but it is not yet known if he and Secretary Rumsfeld
know about or have addressed remaining funding gaps in the rest of the Defense
Health Program.
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The appropriations legislation introduced on Monday provides an “urgent” (not
emergency) supplemental appropriation of $1.2 billion for the Defense Health Pro-
gram for 2001.

I also am making four specific recommendations for the Defense Health Program
for the 2002 congressional budget resolution:

—Sufficient budget authority and outlays to enable the enactment of the 2001 ap-

propriations legislation.

—An additional $1.4 billion in fiscal year 2002 to accommodate actual inflation
in DOD health care, rather than the unrealistic under-estimate left by the offi-
cials of the outgoing Administration.

—To accommodate future inflation, the budget resolution will also provide the
needed budget authority and outlays to accommodate 5 percent inflation for the
next ten years for a total of almost $18 billion.

—The Congressional Budget Office has not included additional discretionary
spending 1n its “baseline” for the “Tricare for Life” program. The technical rea-
sons for this are esoteric, but the money is substantial—$9.8 billion over ten
years.

It is unacceptable to make health care promises but not to include in the budget

the money required to make good on them. The steps being taken here will make
Congress’ word good.

SUPPLEMENTAL

Senator STEVENS. Thank you very much, Senator. I do note your
introduction of the bill to authorize that amount and to request it
and I appreciate that.

In fiscal year 2000 our subcommittee added $1.3 billion, $1.311
billion in supplemental. We are in sort of a cycle where many of
the medical costs come in supplementals. Senator Inouye and I do
not like that, either. We have to get to the point where these mon-
eys are put into a regular bill and we do not face supplementals
for health care costs, because it is very hard to plan for expendi-
tures in the beginning if they do not come about until some time
in July. With one-quarter of the year left, they are not much good
to the military.

Admiral Nelson, we are glad to have you here. We welcome you
for your last appearance. We would be pleased to have your state-
ment, sir.

Admiral NELSON. Thank you. Mr. Chairman, Senator Inouye,
distinguished members: First, I would like to thank you, and thank
the Congress, for the health benefit contents to the National De-
fense Authorization Act of 2001. I think the importance and the
significance of it to our military beneficiaries, the active duty, fam-
ily members, as well as our retirees who have reached age 65 and
over, is extremely important to the future of our military. So I
thank you for that.

COMPENSATION

I look forward to the full resourcing of the new benefits, so that
we can implement them.

My written testimony addresses many of Navy medicine’s accom-
plishments of the past year and I will not dwell on that here today.
But rather, there are two areas of concern to me that I would like
to discuss briefly with you. The first one deals with our medical
providers, both in their provider satisfaction and also retention.
During my years as commander of a medical center and then these
last almost 3 years as surgeon general, I have become increasingly
concerned about the issues surrounding retention of our critical
health care specialists.
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Last year, last spring, I asked the Center for Naval Analysis
(CNA) to do a study for us on that subject. I got the results of that
study, in December. Also last year, the three surgeons general, in
recognizing the same problem, asked the Assistant Secretary for
Health Affairs to initiate a flag officer review board to review spe-
cial pays for providers. That board has not completed its work yet,
I do not believe, but I have looked at CNA, the single most signifi-
cant issue dealing with our provider’s satisfaction today is the com-
pensation. It has been 10 years since a review was done of the com-
pensation package.

The impact that I am seeing in the Navy is a loss of critical war-
time specialties. The pipeline it takes to build a surgeon or an or-
thopedist is 10 to 12 years.

Senator STEVENS. You are talking about in uniformed personnel,
not contract personnel?

Admiral NELSON. Yes, sir, I am. I am talking uniformed people
in our direct care system, operating in our hospitals and clinics.

I am concerned that, and the three of us were concerned enough
to ask for a review of retention and compensation. I am hopeful
that this year we will be able to bring forward some initiative for
action which will impact positively on retention.

Senator STEVENS. What is going to be the timing on that, Admi-
ral, do you know?

Admiral NELSON. I do not know that, sir. That rests with the De-
partment of Defense, Health Affairs.

Senator STEVENS. We will raise it with them, and tell them to
be prepared to tell us. I think you are right. I agree with you on
that.

When was the last time those were adjusted, Admiral?

Admiral NELSON. 1991, sir. There has been—the study that CNA
did for us indicated that there had been up to a 24 percent further
gap in pay for like physicians.

Senator STEVENS. Have you got any statistics about the reenlist-
ment rates and the attrition because of the loss of adjustment in
those salaries?

Admiral NELSON. Yes, sir. Yes, sir, I do. I have it for all special-
ties in the Navy. There is a study going on now, at the request of
Congress, to look at all three services. I think that is about com-
plete, and we can provide that for the record if you would like.

Senator STEVENS. I would like to see that as soon as it is ready.

Admiral NELSON. I can provide you the Navy study immediately,
yes, sir.

[The information follows:]
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EXECUTIVE SUMMARY
Introduction and Findings

Congress authorizes the Department of Defense to offer financial incentives to uniformed
physicians to attract and retain the desired force structure. A policy board annually reviews
physician manning, civilian income data, and military health system requirements to determine the
Multi-year Special Pay (MSP) and Incentive Special Pay (ISP) plan rates that will be offered to
uniformed physicians. The Navy Surgeon General has asked the Center for Naval Analyses (CNA)
to evaluate physicians’ job satisfaction and retention within the existing climate to determine if
major issues exist. The scope of the study was expanded to include a comparative analysis of
compensation for Navy physicians continuing a military career versus leaving for a private-sector
track.

The “compensation package” offered to both military and private-sector physicians comprises
many elements. It s vital that policy-makers and individual military physicians understand all the
components of compensation (salary, incentive pays, pension, vacations, health care, and other
benefits) to make a prudent comparison of the military and the private sector. We find that a
substantial current compensation gap exists between military and private-sector physicians,
particularly at the end of the 7-year career point, and the disparity in total compensation varies
widely by medical specialty. Our findings show, however, that as Navy physicians accrue more
military service, it becomes more lucrative for them to complete 20 years, retire, and then pursue a
private career. This information memorandum documents the results of these compensation
comparisons. A comparative analysis of the enclosed compensation comparisons, the factors
influencing Navy physician job satisfaction, and historical retention data will be published in a
separate CNA document (CAB D0002045.A1--Provider Satisfaction Study).

Background

One of the most important issues facing Navy Medicine is how to continue to cultivate a workforce
that is dedicated to caring for patients, knowledgeable, committed to continuous performance and
productivity improvement, and is adaptable and competent in both wartime and peacetime benefit
settings. The implementation of TRICARE is placing more demands on providers. Military medical
officers are increasingly asked to work in interdisciplinary teams, to collect and interpret data, and
to be active participants in quality improvement efforts while being held accountable for expanding
productivity, patient satisfaction, and the training of non-physician providers within the work center.

The appropriate level of compensation for individuals serving in the military is continually being
monitored. This issue is particularly important for military physicians because they are costly to
access and train, and they have skills that are readily interchangeable to the private sector. If
compensation is perceived too low for the demands and duties required, medical officers may
abandon the military for a private-sector career path. Conversely, total compensation should be no
higher than the amount required to attract and retain a quality force.
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Approach

We have developed a model comparing total compensation (salary, special and incentive pays,
pension, and other benefits) for 24 physician specialties based on the most typical Navy career.!
For each of these specialties, we present a series of compensation comparisons that reflect two
different methodological approaches for making compensation comparisons.? The first type of
comparison takes a Navy physician's compensation (total value of current cash and benefits) as of
July 2000 and compares this to the compensation of his or her civilian equivalent. We refer to this
as a cross-sectional comparison. We have calculated cross-sectional compensation comparisons
for Navy physicians who are at one of three decision points in their careers—completion of 7, 12,
or 17 years of service. We present these cross-sectional comparisons because these data are
often a compelling factor for many individuals faced with the decision to continue in their current
career path or change course. For this reason, the cross-sectional comparisons may have a
significant role in physician retention.

From an economic perspective, when faced with the decision to continue with a particular career
path or choose another path, one should compare the stream of future cash and benefits of each
option rather than look at just a single point in time. We typically make this type of comparison by
looking at the present value of each compensation stream.# Therefore, present value
compensation comparisons represent the second type of comparisons presented in our study. We
calculated the present value of the stream of future cash and benefits that a Navy physician could
expect to receive by staying on active duty, or by separating at one of the same three career points
(7, 12, and 17 years of service) and practicing in the private sector.5 Because we consistently
applied the most typical Navy career progression profile assumptions to each specialty and
because residency and fellowship training lengths vary, physicians in some specialties are still
obligated and not eligible to leave the service at the 7- and 12-year marks. For these cases, we do
not compute the compensation comparisons.

Both the cross-sectional and present value comparisons are presented for both median and 75t
percentile private-sector data. Our compensation comparisons may reflect the low end of the
physician income spectrum because they do not capture salary data from civilian physicians
working in private practice.t Therefore, we believe that our compensation comparisons may

! Based on discussions with representatives from the Chief, Bureau of Medicine and Surgery, the model adopts an
accession, career, and training profile typical of most Navy physicians. The profile assumes graduation from
medical school at age 26; due course promotion; a 4-year Armed Forces Health Professional Scholarship Program
(AFHPSP) followed by a 1-year active duty internship (GME-1); and 2 years as a general medical officer followed
by commencement of full-time in-service residency training. Specialties requiring fellowship training are assumed
to oceur after a 2-year staff utilization tour in the primary specialty.

2 The Hay Group served as subcontractor for all cash and benefits compensations. We wish to acknowledge the
efforts of Michael W. Gaffney and Myriam Michaels of the Hay Group.

3 By civilian equivalent, we mean a physician of the same specialization with equivalent years of practice as a fully
trained specialist working in the private sector. See appendix A for complete details.

4 Present value is a convenient way to compare two different income streams. The present value tells you what the
value of a future stream of payments is worth if it were paid in one lump sum today.

5 Specifically, we compare the options of 1) remaining on active duty until retirement (at 20 years of service)
followed by practicing in the private sector until age 65, and 2) separating at 7, 12, or 17 years of service and
practicing in the private sector until age 65.

S Private-sector compensation was culled from proprietary databases representing over 90 employer-based
healthcare organizations and 22,000 physician incumbents. We feel that comparisons to this sample are appropriate
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underestimate the potential compensation differential for those Navy physicians who choose to
separate and have the option to join se/ectprivate practices. For these individuals, the 75t
percentile gives some indication of the upper end possibilities within the private sector.

Results

Figure 1 summarizes the current compensation (the sum of cash salary, special and incentive
pays, and benefits) at 7 years of service. The current compensation of uniformed services ranges
from 12 percent below the median private sector for family practice to 48 percent below for
orthopedic surgery at the 7-year-of-service juncture.’”

When we look at the current compensation at the 12-year-of-service point, the Navy uniformed
services range from 2 percent below the median private sector for family practice to 56 percent
below for neurosurgery (figure 2).

The present values of compensation data are the result of hypothetical “stay-leave” decisions. The
present value calculation differs from the current compensation “snapshot” because it accounts for
the remaining Navy compensation a specialist would receive until reaching 20 years of service, the
projected military retirement income, and the cash and benefits from working in the private sector
until age 65.

Figure 3 illustrates the comparison of the present value calculation at 12 years of uniformed
service. This compares the present value of the stream of future cash and benefits that a Navy
physician could expect to receive by staying on active duty until 20 years of completed service
(from the year of service depicted) and then practicing in the private sector until age 65 versus
separating now and working in the private sector until age 65. This calculation shows that the
present value of the uniformed services career compensation option ranges from 13 percent above
the median private sector for family practice and general pediatrics to 7 percent below for
orthopedic surgery.

Finally, figure 4 shows the case for Navy physicians with 17 years of completed service. This
compares the present value of the stream of future cash and benefits that a Navy physician could
expect to receive by staying on active duty until 20 years of completed service and then practicing
in the private sector until age 65 versus separating now and working in the private sector until age
65. The present value of the total Navy uniformed compensation career option exceeds the
median private sector for all specialties except neurosurgery, which is 3 percent below the private
sector.

because the ct istics of the organizations reporting data most closely resemble the military environment (56
percent are hospital-based facilities, 29 percent are group practices, and 15 percent are Health Maintenance
Organizations).

7 Because we consistently applied the most typical Navy career progression profile assumption to each specialty and
because residency/fellowship program lengths vary, neurosurgery, otolaryngology, cardiology, plastic surgery,
urology, gastroenterology, and hematology/oncology specialties. will not have compensation data at the current 7-
year and 12-year-of-service present value career decision junctures.
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Conclusions

The data presented in this information memorandum provide policy-makers and military physicians
atool to compare the compensation packages of uniformed and private-sector physicians. It also
helps illuminate the value of benefits as an integral part of total compensation in addition to salary
and special pays. Maintaining the desired force structure requires close monitoring of the pay gap
between military and private-sector physicians and of retention rates.

Figure 1. Total Current Compensation at 7 Years of Completed Service--

Navy Uniformed Service vs. Private-Sector Median Physician
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Figure 2. Total Current Compensation at 12 Years of Completed Service--
Navy Uniformed Service vs. Private-Sector Median Physician
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Figure 3. Present Value of Total Compensation at 12 Years of Completed Service--
Navy Uniformed Service vs. Median Private Sector, by Specialty
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Figure 4. Present Value of Total Compensation at 17 Years of Completed Service--
Navy Uniformed Service vs. Median Private Sector, by Specialty
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Center for Naval Analyses Comparison of Physician Total Compensation

Chapter 1: Introduction and Approach

Organization of Analysis

Total compensation comparisons are presented in two formats. The first type of
comparison is a “shapshot’ of the value of current cash compensation and
benefits for Navy physicians who are presently at one of three points during their
careers.

The second type compares the present value of the stream of future cash and
benefits that a Navy physician could expect to receive by staying on active duty,
or by separating at one of the same three decision points and practicing in the
private sector.

For a particular career path, the expected present value of total compensation is
a lump sum amount that would have to be deposited at interest to provide the
same stream of value that the pay and benefits system would provide over the
expected lifetime of the physician following that career path.

The three points during a Naval medical career that were chosen for comparison
with private sector physicians were upon completion of 7, 12 or 17 years of
service. Seven and 12 years of service are logical career decision points.
Seventeen years of service is also included because it illustrates the rapidly
growing value of the military retirement system as the physician approaches
eligibility at 20 years of service.

Physicians in some specialties and subspecialties may not be able to separate at
each of the three points because they are either in residency or fellowship
training, or they are serving an active duty service commitment resulting from
training. Table 1-1 on the following page summarizes the possible separation
decisions by specialty.

Elements of Compensation

Compensation includes all cash and benefits. For Navy physicians,
compensation includes Regular Military Compensation (RMC), medical officer
special and incentive pays, health care, military retirement, the Survivor Benefit
Plan, and other active duty and retired Navy benefits.

Private sector compensation includes base salary, incentive pay, health care,
pension and capital accumulation plan, and other benefits. Capital accumulation

! The study did not consider the subsidization value for the Armed Forces Health Professional Scholarship
Program, nor did it make compensation comparisons during the period of residency training.

Hay Page 1-1
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plans include 401(k) plans and 403(b) plans. The value shown for capital
accumulation plans is based on employer matching contributions only. Amounts
resulting from employee contributions are not included. Executive benefits, such
as supplemental non-qualified retirement plans, are not included. The value of
Navy-sponsored training, either before or after accession is not included.

Calculations reflect Navy and private sector cash and benefits available on 1 July
2000.

Appendix A provides complete details on the Navy and private sector
compensation elements.

Table 1-1: Possible Separation Points for Navy Physicians
Specialty 7Y0S 12Y0S 17 YOS

Anesthesiology No Yes Yes
Cardiology (Invasive) N/A No Yes
Dermatology No Yes Yes
Emergency Medicine No Yes Yes
Family Practice Yes Yes Yes
Gastroenterology N/A No Yes
General Surgery No Yes Yes
Hematology/Oncology N/A No Yes
Internal Medicine Yes Yes Yes
Neurology No Yes Yes
Neurosurgery No No Yes
Obstetrics/Gynecology No Yes Yes
Industrial & Occupational Medicine Yes Yes Yes
Ophthalmology No Yes Yes
Orthopedic Surgery No Yes Yes
Otolaryngology No No Yes
Pathology No Yes Yes
Pediatric Primary Care Yes Yes Yes
Physical Medicine & Rehabilitation No Yes Yes
Plastic & Reconstructive Surgery N/A No Yes
Psychiatry No Yes Yes
Radiology (Diagnostic) No Yes Yes
Radiology (Therapeutic) No Yes Yes
Urology No No Yes

Assumptions
The study makes a number of important career progression, economic and other

assumptions in order to make consistent Navy-private sector compensation
comparisons. Appendix A describes each assumption.

Page 1-2
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The analysis shows compensation comparisons of Navy physicians with private
sector physician specialists who have the same number of years of practice in
the specialty or subspecialty.

The study adopts an accession and training profile typical of most Navy
physicians. The profile assumes a four-year Health Profession Scholarship
Program (HPSP) followed by a one-year active duty internship (GME-1), and two
years as a General Medical Officer (GMO). Residency training follows the GMO
tour. Those Navy physicians receiving fellowship training do so after a two-year
tour in their residency specialty. Residency and fellowship training are assumed
to occur on active duty.

Private sector physicians are assumed to begin a year of internship following
medical school at age 26, followed immediately by residency training and then
fellowship training for invasive cardiology, gastroenterology, hematology/
oncology, and plastic & reconstructive surgery. The study also assumes that
private sector physicians enter practice in their specialty/subspecialty following
residency/fellowship training.

As an example for internal medicine, at age 33 a Navy physician would have
completed seven years of service, composed of one year of GME-1, two years
as a GMO, two years in internal medicine residency, and two years of practice as
an IM specialist. This physician’s total compensation would be compared with a
private sector IM specialist with two years of practice in the specialty.

A Navy orthopedic surgeon at age 38 with 12 completed years of service would
have spent that time serving one year in GME-1, two years as a GMO, four years
in orthopedic residency, and five years practicing in the specialty. The
appropriate compensation comparator would be a private sector orthopedic
surgeon with five years of practice in the specialty.

A Navy cardiologist at age 43 with 17 completed years of service would have
spent that time serving one year in GME-1, two years as a GMO, two years in
internal medicine residency, two years in an internal medicine staff utilization
tour, three years in cardiology fellowship training, and seven years of practice as
a cardiologist. The appropriate compensation comparator would be a private
sector cardiologist with seven years of practice in the specialty.

The study adopts the same economic and actuarial assumptions used by the
DoD actuary in the annual valuation of the military retirement system. These
include assumptions about future wage growth, inflation, interest rates and
mortality.

HayGroup Page 1-3
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Data Sources

The study uses the Basic Pay and Regular Military Compensation tables that are
effective 1 July 2000. Specialty and incentive pays are those effective 1 October
1999. The study assumes no future increases in specialty or incentive pays,
primarily because most increases require congressional legislation that cannot
be predicted with certainty.

Private sector cash compensation by specialty was extracted from the 1999
Physician’s Total Compensation Survey conducted by the Hay Group. The
survey represents responses from more than 22,300 physicians employed
nationwide in 91 group practices, Health Maintenance Organizations, and
hospital-based facilities. The data are trended by 4.5 percent to 2000.

The study used private sector benefits data from the organizations participating
in the Physician’s Compensation Survey. Benefit values for both Navy and
private sector physicians were determined using the methodology described in
Appendix C.

Individual private sector compensation data are not separately identified by
whether the physician is board certified or a graduate of a U.S. medical school.
These factors can affect total compensation levels. In some cases, survey
respondents indicated the employer applied a salary differential for board
certification, but specific amounts are not available. Most Navy physicians are
board certified and the majority are graduates of U.S. schools. Consequently,
total private sector compensation data are shown for the median (50"
percentile?) and the 75™ percentile®. We believe this presents a reasonable
range within which it is possible to make valid comparisons. For one specialty,
neurosur%ery, we had an insufficient sample size to develop a reliable estimate
of the 75" percentile.

Snapshot of Current Compensation
As an example, Table 1-2 summarizes current compensation information for the

internal medicine specialty, illustrating the value of annual cash and benefits for a
33-year-old Navy physician with seven completed years of service.

2 The median value divides the data set in half. Half of the physicians have total annual compensation
above the median and half have total compensation below the median.

% Twenty-five percent of physicians have total compensation above the 75" percentile level and 75 percent
have total compensation below this amount.

HayGroup Page 1-4
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Table 1-2: Current Annual Compensation
Internal Medicine — 7 Completed Years of Service

Element of Private Sector | Private Sector

Compensation Navy " (75"
Percentile) Percentile)

RMC/Base Salary $63,300 $140,300 $152,500
Incentive Pays 50,000
Total Cash 113,300 140,300 152,500
Benefits 36,000 47,100 49,300
Total Compensation 149,300 187,400 201,800

Present Value of Compensation

The present value of compensation data are the result of hypothetical “stay-
leave” decisions. They represent the present values of compensation resulting
from a decision to either:

= Remain on active duty and retire after 20 years of Navy service and then
practice in the private sector until age 65, or

= Separate now and practice in the private sector until age 65.

Tables 1-3 and 1-4 summarize the information for a 38-year-old Navy orthopedic
surgeon who has completed 12 years of service.

Table 1-3: Present Value of Decision to Stay or Separate
Orthopedic Surgery — 12 Completed Years of Service;
Private Sector Median Salary
Element of Second Priv Sector

Compensation Navy + Career = Total Navy (Median)
RMC/Base Salary $628,100  $3,395,700 $4,023,800 $5,206,100
incentive Pays 498,500 498,500
Total Cash 1,126,600 3,395,700 4,522,300 5,206,100
Retirement+Surv 550,800 651,800 1,202,600 931,600
Ben 179,200 702,900 882,100 994,900
Other Benefits
Total Benefits 730,000 1,354,700 2,084,700 1,926,500
Total 1,856,600 4,750,400 6,607,000 7,132,600
Compensation

HayGroup Page 1-5
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Table 1-4: Present Value of Decision to Stay or Separate
Orthopedic Surgery — 12 Completed Years of Service;
Private Sector 75™ Percentile Salary
Element of Second Priv Sector

Compensation Navy + Career = Total Navy (75" Percentile)
RMC/Base Salary $628,100 $3,785,700 $4,413,800 $5,942,900
Incentive Pays 498,500 498,500
Total Cash 1,126,600 3,785,700 4,912,300 5,942,900
Retirement+Surv 550,800 657,700 1,208,500 940,100
Ben 179,200 747,200 926,400 1,091,400
Other Benefits
Total Benefits 730,000 1,404,900 2,134,900 2,031,500
Total 1,856,600 5,190,600 7,047,200 7,974,400
Compensation

Page 1-6




25

Center for Naval Analyses Comparison of Physician Total Compensation

Chapter 2: Results

Results by Medical Specialty and Subspecialty

This chapter provides the compensation comparisons of Navy and private sector
physicians for the following medical specialties and subspecialties.

Anesthesiology

Cardiology (Invasive)
Dermatology

Emergency Medicine

Family Practice
Gastroenterology

General Surgery
Hematology/Oncology

Internal Medicine

Neurology

Neurosurgery
Obstetrics/Gynecology
Industrial/Occupational Medicine
Ophthalmology

Orthopedic Surgery
Otolaryngology

Pathology

Pediatric Primary Care

Physical Medicine & Rehabilitation
Plastic & Reconstructive Surgery
Psychiatry

Radiology (Diagnostic)
Radiology (Therapeutic)

Urology

Two types of comparisons are presented for Navy and private sector physicians
who have completed 7, 12, and 17 years of service:

= Current annual cash compensation and benefits “snapshot”

» Present value of future cash and benefits where the numbers compare the
financial consequences of remaining on active duty until 20 years of service,
then retiring and practicing in the private sector until age 65; or separating
now and practicing in the private sector until age 65.

All comparisons are made at the median and 75" percentiles of private sector
physician compensation.

HayGroup Page 2-1
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Anesthesiology
Current Annual Compensation

Years of
Completed Private Sector Private Sector
Navy Service Compensation Element Navy (50th Percentife) (75th Percentile)
7
RMC/Base Salary $63,300 $205,700 $225,500
Incentive Pays $58,000
Total Cash $121,300 $205,700 $225,500
Total Benefits $36,000 $63,600 $71,900|
Total Compensation $157,300 $269,300 $297,400
Years of
Completed Private Sector Private Sector
Navy Service Compensation Eiement Navy {50th Percentile) (75th Percentile)
12
RMC/Base Salary $77,600 $212,900 $235,500
Incentive Pays $66,000,
Total Cash $143,600 $212,900 $235,500
Total Benefits $42,900 $66,900] $74,600
Total C { $186,500 $279,800 $310,100
Years of
Completed Private Sector Private Sector
Navy Service Compensation Element Navy (50th Percentil (75th Percentile]
17
RMC/Base Salary $86,100 $220,200 $245,400
Incentive Pays $65,000
Total Cash $151,100 $220,200 $245,400
[Total Benefits $47,400 $70,100 $77,300]
| Total Compensation $198,500 $290,300 $322,700

Navy compensation is RMC, special and incentive pays, and benefits as of 1 July 2000

Private Sector compensation is total salary (including base and incentives) and benefits as of 1 July 2000

Page 2-2
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Anesthesiology

Present Value of Future Compensation and Benefits

Median Private Sector Salaries

Years of
Completed Total Private Sector
Navy Service Compensation Element Navy Service + Second Career = Navy Service (50th Percentile)
7 RMC/Base Salary
Incentive Pays
Separation after
7 yrs of service [Total Cash
not an option due
to service Retirement + SBP
itments for {Other Benefits
residency
training. Total Benefits
Total Compensation N/A N/A
Years of
Completed Total Private Sector
Navy Service Compensation Element Navy Service + Second Career = Navy Service (50th Percentile)
12 RMC/Base Salary $628,100 $2,872,700 $3,500,800 $4,486,800]
Incentive Pays $452,500 $452,500
Total Cash $1,080,600 $2,872,700 $3,953,300] $4,486,800!
Retirement + SBP $550,800 $528,900 $1,079,700! $756,400
Other Benefits $179,200 $600,000 $779,200 $840,200
Total Benefits $730,000 $1,128,900 $1,858,900 $1,596,600]
Total Compensation $1,810,600 $4,001,600 $5,812,200 $6,083,400,
Years of
Completed Total Private Sector
Navy Service Comp Element Navy Service + Second Career = Navy Service (50th Percentil
17 RMC/Base Salary $273,900 $3,254,300 $3,528,200| $3,907,600
Incentive Pays $180,900 $180,900
Total Cash $454,800 $3.254,300 $3,709,100| $3,907.600
Retirement + SBP $674,000 $598,900 $1,272,900 $695,000
Other Benefits $76,100 $635,900 $712,000 $737,500
Total Benefits $750,100 $1,234,800 $1,984,900] $1,432,500
Total Compensation $1,204,900 $4,489,100 $5,694,000 $5,340,100

Navy compensation is RMC, special and incentive pays, and benefits as of 1 July 2000

Private Sector compensation is total salary (including base and incentives) and benefits as of 1 July 2000
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Anesthesiology

Present Value of Future Compensation and Benefits
P75 Private Sector Salaries

Years of
Completed Total Private Sector
Navy Service Compensation Element Navy Service + Second Career = Navy Service (75th Percentile;
7 RMC/Base Salary
Incentive Pays
Separation after
7 yrs of service [Total Cash
not an option due
to service Retirement + SBP
commitments for |Other Benefits
residency
training. Total Benefits
Total Compensation N/A N/A
Years of
Completed Total Private Sector
Navy Service Compensation Element Navy Service + Second Career = Navy Service (75th P i
12 RMC/Base Salary $628,100 $3,209,700 $3,837,800] $4,961,600
Incentive Pays $452,500 $452,500]
Total Cash $1,080,600 $3,209,700 $4,290,300] $4,961,600
Retirement + SBP $550,800 $560,600 $1,111,400 $801,400
Other Benefits $179,200 $650,100 $829,300 $931,200
Total Benefits $730,000 $1,210,700 $1,940,700| $1,732,600
Total Compensation $1,810,600 $4,420,400 $6,231,000 $6,694,200
Years of
Completed Total Private Sector
Navy Service Compensation Element Navy Service + Second Career = Navy Service (75th Percentile)
17 RMC/Base Salary $273,900 $3,640,400 $3,914,300 $4,354,800
Incentive Pays $180,900 $180,200
Total Cash $454,800 $3,640,400 $4,095,200) $4,354,800
Retirement + SBP $674,000 $634,300 $1,308,300] $736,000
Other Benefits $76,100 $691,400 $767,500) $808,200
Total Benefits $750,100 $1,325,700 $2,075,800] $1,544,200
Total Compensation $1,204,900 $4,966,100 $6,171,000 $5,899,000

Navy compensation is RMC, special and incentive pays, and benefits as of 1 July 2000

Private Sector compensation is total salary (including base and incentives) and benefits as of 1 July 2000

HayGroup Page 2-4
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Center for Naval Analyses Comparison of Total Compensation
Cardiology (Invasive)
Current Annual Compensation

Years of
Completed Private Sector Private Sector
Navy Service Compensation Element Navy 50th Percentile) (75th Percentiie;
7
RMC/Base Salary $63,300| $140,300 $152,500
Incentive Pays $50,000]
Total Cash $113,300 $140,300 $152,500
Total Benefits $36,000] $47.100 $49,300
Total Compensation $149,300 $187,400] $201,800
Years of
Completed Private Sector Private Sector
Navy Service Compensation Element Navy (50th Percentile (75th Percentile,
12
RMC/Base Salary $77,600 $225,400 $266,700
Incentive Pays $73,000
Total Cash $150,600 $225,400 $266,700
Total Benefits $42,900 $67,900 $93,000]
Total Compensation $193,500 $293,300 $359,700
Years of
Completed Private Sector Private Sector
Navy Service Compensation Element Navy (50th Percentile} (75th Percentile;
17
RMC/Base Salary $86,100] $229,100 $267,900
Incentive Pays $65,000!
Total Cash $151,100 $229,100 $267,900
Total Benefits $47.400 $71,000 $90,000
Total Compensation $198,500 $300,100 $357,900

Navy compensation is RMC, special and incentive pays, and benefits as of 1 July 2000
Private Sector compensation is total salary (including base and incentives) and benefits as of 1 July 2000. At7 years

of completed service, private sector compensation is for internal medicine. At 12 and 17 years of completed service,
private sector compensation is for cardiology.
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Center for Naval Analyses Comparison of Total Compensal
Cardiology (Invasive)
Present Value of Future Compensation and Benefits
Median Private Sector Salaries

Years of
Completed Total Private Sector
Navy Service Compensation Element Navy Service +Second Career = Navy Service (50th Percentile)
7 RMC/Base Salary $1,330,200 $2,336,600 $3,666,800 $5,054,000
Incentive Pays $671,500 $671,500
Total Cash $2,001,700 $2,336,600 $4,338,300, $5,054,000
Retirement + SBP $488,300 $470,300 $958,600 $797,500|
Other Benefits $244,000 $588,300 $832,300 $916,300]
Total Benefits $732,300 $1,058,600 $1,790,900! $1,713,800,
Total Compensation $2,734,000 $3,395,200 $6,129,200, $6,767,800|
Years of
Completed Total Private Sector
Navy Service Compensation Element Navy Service +Second Career = Navy Service (50th Percentile)
12 RMC/Base Salary

Incentive Pays

Separation after
12 yrs of service [Total Cash
not an option due
to service Retirement + SBP
commitments for |Other Benefits
sub-specialty

training. Total Benefits
Total Compensation N/A N/A
Years of
Completed Total Private Sector
Navy Service Compensation Element Navy Service +Second Career = Navy Service (50th Percentile)
17 RMC/Base Salary $273,900 $3,356,500 $3,630,400 $4,066,400|
Incentive Pays $187,400 $187,400
Total Cash $461,300 $3,356,500 $3,817,800 $4,066,400!
Retirement + SBP $674,000 $601,800 $1,275,800 $698,400
Other Benefits $76.100 $642,500 $718,600 $746,300
Total Benefits $750,100 $1.244,300 $1,994,400 $1,444,700
Total Compensation $1,211,400 $4,600,800 $5,812,200 $5,511,100

Navy compensation is RMC, special and incentive pays, and benefits as of 1 July 2000.
Private Sector compensation is total salary (including base and incentives) and benefits as of 1 July 2000. At7 years

of completed service, private sector compensation assumes completion of cardiology specialty training following
same schedule as in Navy practice. At 17 years of completed service, private sector assumes cardiology specialty.
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Center for Naval Analyses
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Comp

Cardiology (Invasive)

Present Value of Future Compensation and Benefits

P75 Private Sector Salaries

on of Total Compensation

Years of
Completed Total Private Sector
Navy Service Compensation Element Navy Service +Second Career = Navy Service (75th Percentile)
7 RMC/Base Salary $1,330,200 $2,718,200 $4,048,400 $5,965,800|
Incentive Pays $671,500 $671,500
Total Cash $2,001,700 $2,718,200 $4,719,900| $5,965,800
Retirement + SBP $488,300 $446,500 $934,800 $756,000]
Other Benefits $244,000 $688,200 $932,200 $1,237,600|
Total Benefits $732,300 $1,134,700 $1,867,000| $1,993,600|
Total Compensation $2,734,000 $3,852,900 $6,586,900 $7,959,400|
Years of
Completed Total Private Sector
Navy Service Compensation Element Navy Service +Second Career = Navy Service 75th Percentile}
12 RMC/Base Salary
Incentive Pays
Separation after
12 yrs of service {Total Cash
not an option due
to service {Retirement + SBP
commitments for {Other Benefits
sub-specialty
training.  Total Benefits
Total Compensation N/A N/A
Years of
Completed Total Private Sector
Navy Service Compensation Element Navy Service +Second Career = Navy Service (75th Percentile)
17 RMC/Base Salary $273,900 $3,900,900 $4,174,800) $4,755,900!
Incentive Pays $187,400 $187,400
Total Cash $461,300 $3,900,900 $4,362,200) $4,755,900
Retirement + SBP $674,000 $568,800 $1,242,800 $660.400
Other Benefits $76,100 $766,800 $842,900] $933,200|
 Total Benefits $750,100 $1,335,600 $2,085,700, $1,593,600|
Total Compensation $1.211,400 $5,236,500 $6,447,900 $6,349,500|

Navy compensation is RMC, special and incentive pays, and benefits as of 1 July 2000.

Private Sector compensation is total salary (including base and incentives) and benefits as of 1 July 2000. At7 years
of completed service, private sector compensation assumes completion of cardiology specialty training following
same schedule as in Navy practice. At 17 years of completed service, private sector assumes cardiology specialty.

Page 2-10
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Center for Naval Analyses Comparison of Total Compensation

38

Dermatology
Current Annual Compensation
Years of
Completed Private Sector Private Sector
Navy Service Compensation Element Navy (50th Percentile) (75th Percentile)
7
RMC/Base Salary $63,300 $174,000 $188,000)
Incentive Pays $43,000
Total Cash $106.300 $174,000 $188,000
Total Benefits $36,000 $59,600 $64,400
 Total Compensation $142,300 $233,600 $252,400
Years of
Completed Private Sector Private Sector
Navy Service Compensation Element Navy {50th Percentile) (75th Percentile;
12
RMC/Base Salary $77,600 $182,700 $199,800
Incentive Pays $51,000
Total Cash $128,600 $182,700] $199,800]
Total Benefits $42,900 $62,400 $67,200
Total Compensation $171,500 $245,100 $267,000)
Years of
Completed Private Sector Private Sector
Navy Service Compensation Element Navy (50th Percentile (75th Percentile)
17
RMC/Base Salary $86,100 $191,400 $211,700)
Incentive Pays $50,000
Total Cash $136,100 $191,400] $211,700]
Total Benefits $47,400 $65,300 $69,900
Total Compensation $183,500 $256,700) $281,600]

Navy compensation is RMC, special and incentive pays, and benefits as of 1 July 2000

Private Sector compensation is total salary (including base and incentives) and benefits as of 1 July 2000
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Center for Naval Analyses Comparison of Total Compensation

Dermatology
Present Value of Future Compensation and Benefits
Median Private Sector Salaries

Years of
Completed Total Private Sector
Navy Service Compensation Element | Navy Service _+ Second Career = Navy Service {50th Percentile)
7 RMC/Base Salary
Incentive Pays
Separation after
7 yrs of service [Total Cash
not an option due
to service Retirement + SBP
commitments for |Other Benefits
residency
training. Total Benefits
Total Compensation N/A N/A
Years of
Completed Total Private Sector
Navy Service Compensation Element Navy Service _+ Second Career = Navy Service (50th Percentile)
12 RMC/Base Salary $628,100 $2,506,200 $3,134,300 $3,848,900
Incentive Pays $347,700 $347,700
Total Cash $975,800 $2,506,200 $3,482,000 $3,848,900
Retirement + SBP $550,800 $483,100 $1,033,900 $691,000
Other Benefits $179.200 $564,200 $743,400 $788,500
Total Benefits $730,000 $1,047,300 $1,777,300] $1,479,500
Total Compensation $1,705,800 $3,553,500 $5,259,300 $5,328,400!
Years of
Completed Total Private Sector
Navy Service Compensation Element | Navy Service _+ Second Career = Navy Service (50th Percentile
17 RMC/Base Salary $273,900 $2,844,900 $3,118,800 $3,395,300
Incentive Pays $137,700 $137,700
Total Cash $411,600 $2,844,900 $3,256,500, $3,395,300:
Retirement + SBP $674,000 $546,900 $1,220,900 $634,700
Other Benefits $76,100 $595,000 $671,100 $689,700]
Total Benefits $750,100 $1,141,900 $1,892,000 $1,324,400
Total Compensation $1,161,700 $3,986,800 $5,148,500 $4,719,700

Navy compensation is RMC, special and incentive pays, and benefits as of 1 July 2000

Private Sector compensation is total salary (including base and incentives) and benefits as of 1 July 2000
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Center for Naval Analyses Comparison of Total Compensation

Dermatology

Present Value of Future Compensation and Benefits
P75 Private Sector Salaries

Years of
Completed Total Private Sector
Navy Service Compensation Element | Navy Service _ + Second Career = Navy Service (75th Percentile
7 RMC/Base Salary
Incentive Pays
Separation after
7 yrs of service |Total Cash
not an option due
to service Retirement + SBP
C itments for |Other Benefits
residency
training. Total Benefits
Total Compensation N/A N/A
Years of
Completed Total Private Sector
Navy Service Compensation Element Navy Service + Second Career = Navy Service (75th Percentile
12 RMC/Base Salary $628,100 $2,780,700 $3,408,800 $4,210,800]
Incentive Pays $347,700 $347,700
Total Cash $975,800 $2,780,700 $3,756,500, $4,210,800|
Retirement + SBP $550,800 $509,900 $1,060,700] $729,100
Other Benefits $179,200 $597,300 $776,500 $844,000
 Total Benefits $730,000 $1,107,200 $1,837,200] $1,573,100
Total Compensation $1,705,800 $3,887,900 $5,593,700 $5,783,900|
Years of
Completed Total Private Sector
Navy Service Compensation Element | Navy Service  + Second Career = Navy Service {75th Percentile}
17 RMC/Base Salary $273,900 $3,163,300 $3,437,200 $3,756,400
Incentive Pays $137.700 $137,700
Total Cash $411,600 $3,163,300 $3,574,900 $3,756,400
Retirement + SBP $674,000 $577,100 $1,251,100] $669,700
Other Benefits $76,100 $632,000 $708,100 $735,400
Total Benefits $750,100 $1,209,100 $1,959,200 $1,405,100]
 Total Compensation $1,161,700 $4,372,400 $5,534,100 $5,161,500

Navy compensation is RMC, special and incentive pays, and benefits as of 1 July 2000

Private Sector compensation is total salary (including base and incentives) and benefits as of 1 July 2000
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Center for Naval Analyses

Current Annual Compensation

44

Years of
Completed Private Sector Private Sector
Navy Service Compensation Element Navy (50th Percentile) (75th Percentile)
7
RMC/Base Salary $63,300 $178,100| $192,000
Incentive Pays $51,000
Total Cash $114,300 $178,100 $192,000
 Total Benefits $36,000 $58,900 $61,700
Total Compensation $150,300 $237,000 $253,700
Years of
Completed Private Sector Private Sector
Navy Service Compensation Element Navy (50th Percentile) (75th Percentile)
12
RMC/Base Salary $77,600 $186,100 $203,500
Incentive Pays $59,000
Total Cash $136,600 $186,100 $203,500
Total Benefits $42,900 $61,700 $65,900
Total Compensation $179,500 $247,800 $269,400
Years of
Completed Private Sector Private Sector
Navy Service Compensation Element Navy (50th Percentile) (75th Percentile
17
RMC/Base Salary $86,100 $194,100 $215,100
Incentive Pays $58,000
Total Cash $144,100 $194,100 $215,100
Total Benefits $47,400 $64,400 $70,100
Total Compensation $191,500 $258,500 $285,200

Navy compensation is RMC, special and incentive pays, and benefits as of 1 July 2000

Private Sector compensation is total salary (including base and incentives) and benefits as of 1 July 2000
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parison of Total Compensation

Center for Naval Analyses Ci
Emergency Medicine
Present Value of Future Compensation and Benefits
Median Private Sector Salaries

Years of
Completed Total Private Sector
Navy Service Compensation Element Navy Service + Second Career = Navy Service (50th Percentile;
7 RMC/Base Salary
Incentive Pays
Separation after
7 yrs of service [Total Cash
not an option due
to service Retirement + SBP
i 1ts for |Other Benefits
residency
training. Total Benefits
Total Compensation N/A N/A
Years of
Completed Total Private Sector
Navy Service Compensation Element Navy Service + Second Career = Navy Service (50th Percentile
12 RMC/Base Salary $628,100 $2,538,900 . $3,167,000 $3,921,900|
Incentive Pays $403,600 $403,600
Total Cash $1,031,700 $2,538,900 $3,570,600 $3,921,900
Retirement + SBP $550,800 $475,400 $1,026,200 $680,100
Other Benefits $179,200 $558,200 $737,400 $779,500
Total Benefits $730,000 $1,033,600 $1,763,600 $1,459,600
Total Compensation $1,761,700 $3,572,500 $5,334,200 $5,381,500
Years of
Completed Total Private Sector
Navy Service Comp ion Element | Navy Service+ Second Career = Navy Service (50th P il
17 RMC/Base Salary $273,900 $2,879,900 $3,153,800] $3,444,200
Incentive Pays $160,700 $160,700
Total Cash $434,600 $2,879,900 $3,314,500 $3,444,200
Retirement + SBP $674,000 $538,300 $1.212,300] $624,600
Other Benefits $76,100 $588,000 $664,100] $681,500
Total Benefits $750,100 $1,126,300 $1,876,400; $1,306,100
Total Compensation $1,184,700 $4,006,200 $5,190,900 $4,750,300|

Navy compensation is RMC, special and incentive pays, and benefits as of 1 July 2000

Private Sector compensation is total salary (including base and incentives) and benefits as of 1 July 2000
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Center for Naval Analyses Comparison of Total Compensation

Emergency Medicine

Present Value of Future Compensation and Benefits
P75 Private Sector Salaries

Years of
Completed Total Private Sector
Navy Service Comp Element Navy Service__ + Second Career = Navy Service {75th Percentile)
7 RMC/Base Salary
Incentive Pays
Separation after
7 yrs of service |Total Cash
not an option due
to service Retirement + SBP
itments for |Other Benefits
residency
training. Total Benefits
Total Compensation N/A N/A
Years of
Completed Total Private Sector
Navy Service Compensation Element Navy Service + Second Career = Navy Service {75th Percentile
12 RMC/Base Salary $628,100 $2,823,200 $3,451,300 $4,288,800
Incentive Pays $403,600 $403,600
Total Cash $1,031,700 $2,823,200 $3,854,900 $4,288,800
Retirement + SBP $550,800 $543,800 $1,094,600 $777,000
Other Benefits $179,200 $601,400 $780,600 $829,500
Total Benefits $730,000 $1,145,200 $1,875,200 $1,606,500
Total Compensation $1,761,700 $3,968,400 $5,730,100 $5,895,300
Years of
Completed Total Private Sector
Navy Service Compensation Element Navy Service + Second Career = Navy Service (75th Percentile)
17 RMC/Base Salary $273,900 $3,209,900 $3,483,800 $3,816,100
Incentive Pays $160,700 $160,700
Total Cash $434,600 $3,209,900 $3,644,500] $3,816,100
Retirement + SBP $674,000 $616,200 $1,290,200] $714,800
Other Benefits $76,100 $639,200 $715,300] $737,300
Total Benefits $750,100 $1,255,400 $2,005,500 $1,452,100
Total Compensation $1,184,700 $4,465,300 $5,650,000 $5,268,200

Navy compensation is RMC, special and incentive pays, and benefits as of 1 July 2000

Private Sector compensation is total salary (including base and incentives) and benefits as of 1 July 2000
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Center for Naval Analyses Comparison of Total Compensation
Family Practice
Current Annual Compensation

Years of
Completed Private Sector Private Sector
Navy Service Compensation Element Navy (50th Percentile) (75th Percentile]
7
RMC/Base Salary $63,300 $131,800 $152,300
Incentive Pays $56,000)
Total Cash $119,300] $131,800 $152,300
Total Benefits $36,000, $44,900 $49,000]
Total Compensation $155,300) $176,700 $201,300
Years of
Completed Private Sector Private Sector
Navy Service Compensation Element Navy (50th Percentile) (75th Percentile
12
RMC/Base Salary $77,600 $134,800| $158,300
Incentive Pays $56,000
Total Cash $133,600] $134,800 $158,300)
Total Benefits $42,900) $45,600 $50,600
Total Compensation $176,500) $180,400 $208,900
Years of
Completed Private Sector Private Sector
Navy Service Compensation Element Navy (50th Percentile) (75th Percentile)
17
RMC/Base Salary $86,100 $137,900 $164,300
Incentive Pays $52,000)
Total Cash $138,100] $137,900 $164,300;
Total Benefits $47,400 $46,400 $52,100
Total Compensation $185,500 $184,300 $216,400)

Navy compensation is RMC, special and incentive pays, and benefits as of 1 July 2000

Private Sector compensation is total salary (including base and incentives) and benefits as of 1 July 2000
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al Compens:

Center for Naval Analyses Comparison of
Family Practice
Present Value of Future Compensation and Benefits
Median Private Sector Salaries

Years of
Completed Total Private Sector
Navy Service Compensation Element Navy Service +Second Career = Navy Service 50th Percentile;
7 RMC/Base Salary $1,330,200 $1,519,600 $2,849,800 $2,973,800|
Incentive Pays $546,000 $546,000
Total Cash $1,876,200 $1,519,600 $3,395,800 $2,973,800
Retirement + SBP $488,300 $258,500 $746,800 $443,300
Other Benefits $244,000 $415,800 $659,800 $636,800|
Total Benefits $732,300 $674,300 $1,406,600] $1,080,100:
Total Compensation $2,608,500 $2,193,900 $4,802,400| $4,053,900
Years of
Compieted Total Private Sector
Navy Service Compensation Element Navy Service +Second Career = Navy Service (50th Percentile
12 RMC/Base Salary $628,100 $1,719,300 $2,347,400 $2,682,600)
Incentive Pays $373,200 $373,200
Total Cash $1,001,300 $1,719,300 $2,720,600! $2,682,600
Retirement + SBP $550,800 $292,200 $843,000 $419,600
Other Benefits $179,200 $411,500 $590,700) $565,500!
Total Benefits $730,000 $703,700 $1,433,700, $985,100
Total Compensation $1,731,300 $2,423,000 $4,154,300 $3,667,700
Years of
Completed Total Private Sector
Navy Service Compensation Element | Navy Service +Second Career = Navy Service (80th Percentiie) |
17 RMC/Base Salary $273,900 $1,944,900 $2,218,800 $2,333,800
Incentive Pays $148,000 $148,000
Total Cash $421,800 $1,944,900 $2,366,800 $2,333,800
Retirement + SBP $674,000 $330,200 $1,004,200 $383,800
Other Benefits $76,100 $420,100 $496,200 $484,500
Total Benefits $750,100 $750,300 $1,500,400 $868,300
Total Compensation $1,172,000 $2,695,200 $3,867,200 $3,202,100!

Navy compensation is RMC, special and incentive pays, and benefits as of 1 July 2000

Private Sector compensation is total salary (including base and incentives) and benefits as of 1 July 2000
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Center for Naval Analyses Comparison of Total Compensation

Family Practice

Present Value of Future Compensation and Benefits
P75 Private Sector Salaries

Years of
Completed Total Private Sector
Navy Service Comp ion Element Navy Service +Second Career = Navy Service (75th Percentile)
7 RMC/Base Salary $1,330,200 $1,817,400 $3,147,600, $3,434,900
Incentive Pays $546,000 $546,000
Total Cash $1.876,200 $1,817,400 $3,693,600 $3,434,900
Retirement + SBP $488,300 $307,500 $795,800 $525,600
Other Benefits $244,000 $452,000 $696,000 $688,100
Total Benefits $732,300 $759,500 $1,491,800 $1,213,700)
Total Compensation $2,608,500 $2,576,900 $5,185,400 $4,648,600
Years of
Completed Total Private Sector
Navy Service Compensation Element Navy Service +Second Career = Navy Service (75th Percentile)
12 RMC/Base Salary $628,100 $2,060,700 $2,688,800 $3,149,100]
Incentive Pays $373,200 $373,200
Total Cash $1,001,300 $2,060,700 $3,062,000 $3,149,100
Retirement + SBP $550,800 $347,800 $898,600 $498,500
Other Benefits $179,200 $453,000 $632,200 $619,700
Totat Benefits $730,000 $800,800 $1,630,800 $1,118,200
Total Compensation $1,731,300 $2,861,500 $4,592,800, $4,267,300
Years of
Completed . Total Private Sector
Navy Service Compensation Element Navy Service +Second Career = Navy Service {75th Percentile)
17 RMC/Base Salary $273,900 $2,335,700 $2,609,600] $2,781,600]
Incentive Pays $148,000 $148,000
Total Cash $421,900 $2,335,700 $2,757,600 $2,781,600|
Retirement + SBP $674,000 $393,400 $1,067,400| $456,800
Other Benefits $76,100 $467,800 $543,900 $538,400
Total Benefits $750,100 $861,200 $1,611,300, $995,200
Total Compensation $1,172,000 $3,196,900 $4,368,900 $3,776,800

Navy compensation is RMC, special and incentive pays, and benefits as of 1 July 2000

Private Sector compensation is total salary (including base and incentives) and benefits as of 1 July 2000
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Center for Nava! Analyses
Gastroenterology
Current Annual Compensation

Years of
Completed Private Sector Private Sector
Navy Service Compensation Element Navy (50th Percentile) (75th Percentile)
7
RMC/Base Salary $63,300 $140,300| $152,500
Incentive Pays $50,000
Total Cash $113,300] $140,300 $152,500)
Total Benefits $36,000 $47.100 $49,300
Total Compensation $149,300 $187,400 $201,800
Years of
Completed Private Sector Private Sector
Navy Service Compensation Element Navy (50th Percentile) (75th Percentile
12
RMC/Base Salary $77,600 $190,800 $218,900
Incentive Pays $60,000
Total Cash $137,600 $190,800 $218,900
Total Benefits $42,900 $59,500 $70,500
[ Total Compensation $180,500 $250,300] $289,400
Years of
Completed Private Sector Private Sector
Navy Service Compensation Element Navy (50th Percentile) (75th Percentile
17
RMC/Base Salary $86,100 $194,800| $222,300
Incentive Pays $52,000
Total Cash $138,100 $194,800) $222,300
Total Benefits $47,400 $61,800 $72,900
Total Compensation $185,500 $256,600 $295,200:

Navy compensation is RMC, special and incentive pays, and benefits as of 1 July 2000
Private Sector compensation is total salary (including base and incentives) and benefits as of 1 July 2000. At7 years

of completed service, private sector compensation is for internal medicine. At 12 and 17 years of completed service,
private sector compensation is for gastroenterology.
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Center for Naval Analyses Comparison of Total Compensation

Gastroenterology

Present Value of Future C 1sation and B
Median Private Sector Salaries

Years of
Completed Total Private Sector
Navy Service Compensation Element | Navy Service _ + Second Career = Navy Service (50th Percentile)
7 RMC/Base Salary $1,330,200 $1,872,000 $3,302,200] $4,280,000
Incentive Pays $574,500 $574,500
Total Cash $1,904,700 $1,972,000 $3,876,700 $4,280,000
Retirement + SBP $488,300 $393,100 $881,400 $668,300
Other Benefits $244,000 $525,000 $769,000] $814,400
Total Benefits $732,300 $918,100 $1,650,400 $1,482,700
Total Compensation $2,637,000 $2,890,100 $5,527,100 $5,762,700|
Years of
Completed Total Private Sector
Navy Service Comp: ion Element Navy Service _+ Second Career = Navy Service (50th Percentile)
12 RMC/Base Salary
Incentive Pays
Separation after
12 yrs of service |Total Cash
not an option due
to service Retirement + SBP
i for [Other Benefits
sub-specialty
training. Total Benefits
Total Compensation NIA N/A
Years of
Completed Total Private Sector
Navy Service Compensation Element Navy Service + Second Career = Navy Service (50th Percentile) |
17 RMC/Base Salary $273,900 $2,834,000 $3,107,900 $3,420,800
Incentive Pays $149,900 $149,900]
Total Cash $423,800 $2,834,000 $3,257,800] $3,420,800
Retirement + SBP $674,000 $502,700 $1,176,700] $583,600
Other Benefits $76,100 $560,700 $636,800] $649,800
Total Benefits $750,100 $1,063,400 $1,813,500] $1,233,400
Total Compensation $1,173,800 $3,897,400 $5,071,300 $4,654,200

Navy compensation is RMC, special and incentive pays, and benefits as of 1 July 2000.

Private Sector compensation is total salary (including base and incentives) and benefits as of 1 July 2000. At7 years
of completed service, private sector comp i i
same schedule as in Navy practice. At 17 years of completed service, private sector assumes gastroenterology specialty.

1 assumes

1 of gastroenterology specialty training following
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Center for Naval Analyses Comparison of Total Compensation

Gastroenterology
Present Value of Future Compensation and Benefits
P75 Private Sector Salaries

Years of
Completed Total Private Sector
Navy Service Compensation Element Navy Service + Second Career = Navy Service (75th Percentile)
7 RMC/Base Salary $1,330,200 $2,246,500 $3,576,700, $4,893,100
Incentive Pays $574,500 $574,500
Total Cash $1,904,700 $2,246,500 $4,151,200] $4,893,100]
Retirement + SBP $488,300 $457,700 $946,000 $776,400
Other Benefits $244,000 $594,900 $838,900 $942,000
Total Benefits $732,300 $1,052,600 $1,784,900] $1,718,400
Total Compensation $2,637,000 $3,299,100 $5,936,100 $6,611,500
Years of
Completed Total Private Sector
Navy Service Compensation Element Navy Service + Second Career = Navy Service (75th Percentile)
12 RMC/Base Salary

Incentive Pays

Separation after
12 yrs of service [Total Cash
not an option due

to service Retirement + SBP
i for [Other Benefits
sub-specialty
training. Total Benefits
Total Compensation N/A N/A
Years of
Completed Total Private Sector
Navy Service Comp ion Element [ Navy Service  + Second Career = Navy Service (75th Percentile
17 RMC/Base Salary $273,900 $3,226,900 $3,500,800 $3.,904,900|
Incentive Pays $149,900 $149,800
Total Cash $423,800 $3,226,900 $3,650,700) $3,904,900|
Retirement + SBP $674,000 $585,100 $1,259,100 $678,900
Other Benefits $76,100 $649,800 $725,900 $757,900
Total Benefits $750,100 $1,234,900 $1,985,000) $1,436,800|
Total Compensation $1,173,900 $4,461,800 $5,635,700] $5,341,700

Navy compensation is RMC, special and incentive pays, and benefits as of 1 July 2000.

Private Sector compensation is total salary (including base and incentives) and benefits as of 1 July 2000. At7 years
of completed service, private sector compensation [ ion of g: pecialty training following
same schedule as in Navy practice. At 17 years of completed service, private sector assumes gastroenterology specialty.
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Center for Naval Analyses Comparison of Total Compensation

General Surgery
Current Annual Compensation

Years of
Completed Private Sector Private Sector
Navy Service Compensation Element Navy (50th Percentile) (75th Percentile;
7
RMC/Base Salary $63,300| $179,100] $217,400
Incentive Pays $52,500
Total Cash $115,800 $179,100] $217,400
Total Benefits $36.000 $53,400 $67,100
Total Compensation $151,800 $232,500 $284,500
Years of
Completed Private Sector Private Sector
Navy Service Compensation Element Navy (50th Percentile) (75th Percentile
12
RMC/Base Salary $77,600 $193,200| $231,000
Incentive Pays $65,000
Total Cash $142,600 $193,200] $231,000]
Total Benefits $42,900 $57,500 $70,700
Total Compensation $185,500 $250,700 $301,700
Years of
Completed Private Sector Private Sector
Navy Service Compensation Element Navy (50th Percentile (75th Percentile]
17
RMC/Base Salary $86,100 $207,300 $244,500
Incentive Pays $55,000
Total Cash $141,100 $207,300 $244,500
Total Benefits $47,400 $61,700 $74,300
Total Compensation $188,500 $269,000] $318,800]

Navy compensation is RMC, special and incentive pays, and benefits as of 1 July 2000

Private Sector compensation is total salary (including base and incentives) and benefits as of 1 July 2000
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Center for Naval Analyses Comparison of Total Compensation

General Surgery

Present Value of Future Compensation and Benefits

Median Private Sector Salaries

Years of
Completed Total Private Sector
Navy Service Compensation Element Navy Service + Second Career = Navy Service {50th Percentile) |
7 RMC/Base Salary
Incentive Pays
Separation after
7 yrs of service |Total Cash
not an option due
to service Retirement + SBP
commitments for [Other Benefits
residency
training. Totai Benefits
Total Compensation N/A N/A
Years of
Completed Total Private Sector
Navy Service Compensation Element Navy Service + Second Career = Navy Service (50th Percentile
12 RMC/Base Salary $628,100 $2,835,000 $3,463,100 $4,293,600
Incentive Pays $428,700 $428,700
Total Cash $1,056,800 $2,835,000 $3,891,800) $4,293,600
Retirement + SBP $550,800 $489,900 $1,040,700] $699,000
Other Benefits $179,200 $556,700 $735,900] $765,000
Total Benefits $730,000 $1.046,600 $1,776,600 $1,464,000
Total Compensation $1,786,800 $3,881,600 $5,668,400. $5,757,600
Years of
Completed Total Private Sector
Navy Service Compensation Element Navy Service + Second Career = Navy Service (50th Percentile
17 RMC/Base Salary $273,900 $3,234,000 $3,507,900 $3,842,200|
Incentive Pays $158,500 $158,500)
Total Cash $432,400 $3,234,000 $3,666,400 $3,842,200]
Retirement + SBP $674,000 $555,700 $1,229,700 $644,300
Other Benefits $76,100 $589,300 $665,400 $679,500
Total Benefits $750,100 $1,145,000 $1,895,100 $1,323,800
Total Compensation $1,182,500 $4,379,000 $5,561,500 $5,166,000

Navy compensation is RMC, special and incentive pays, and benefits as of 1 July 2000

Private Sector compensation is total salary (including base and incentives) and benefits as of 1 July 2000
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Center for Naval Analyses Comparison of Total Compensation

General Surgery

Present Value of Future Compensation and Benefits

P75 Private Sector Salaries

Years of
Completed Total Private Sector
Navy Service Compensation Element Navy Service + Second Career = Navy Service (75th P i
7 RMC/Base Salary
Incentive Pays
Separation after
7 yrs of service [Total Cash
not an option due
to service Retirement + SBP
i for [Other Benefits
residency
training. Total Benefits
Total Compensation N/A N/A
Years of
Completed Total Private Sector
Navy Service Compensation Element Navy Service + Second Career = Navy Service (75th Percentile
12 RMC/Base Salary $628,100 $3,333,500 $3,961,600] $5,132,300
Incentive Pays $428,700 $428,700
Total Cash $1,056,800 $3,333,500 $4,390,300 $5,132,300)
Retirement + SBP $550,800 $556,200 $1,107,000 $793,000
Other Benefits $179,200 $649,700 $828,900 $927,500
Total Benefits $730,000 $1,205,900 $1,935,900 $1,720,500
Total Compensation $1,786,800 $4,539,400 $6,326,200 $6,852,800|
Years of
Completed Total Private Sector
Navy Service Comp ion Element Navy Service + Second Career = Navy Service (75th Percentile;
17 RMC/Base Salary $273,900 $3,791,600 $4,065,500 $4,530,800]
incentive Pays $158,500 $158,500
Total Cash $432,400 $3,791,600 $4,224,000 $4,530,800|
Retirement + SBP $674,000 $630,000 $1,304,000 $730,300
Other Benefits $76,100 $692,500 $768,600 $808,900
Total Benefits $750,100 $1,322,500 $2,072,600 $1,539,200
Total Compensation $1,182,500 $5,114,100 $6,296,600 $6,070,000

Navy compensation is RMC, special and incentive pays, and benefits as of 1 July 2000

Private Sector compensation is total salary (including base and incentives) and benefits as of 1 July 2000
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Center for Naval Analyses Comparison of Total Compensation
Hematology/Oncology

Current Annual Compensation

Years of
Completed Private Sector Private Sector
Navy Service Compensation Element Navy (50th Percentile) (75th Percentile)
RMC/Base Salary $63,300 $140,300 $152,500]
incentive Pays $50,000
Total Cash $113,300 $140,300 $152,500
Total Benefits $36,000 $47,100 $49,300
Total Compensation $149,300 $187,400 $201,800]
Years of
Completed Private Sector Private Sector
Navy Service Compensation Element Navy (50th Percentile) (75th Percentile
12
RMC/Base Salary $77.600 $165,900] $187,700|
Incentive Pays $51,000
Total Cash $128,600 $165,900] $187,700]
Total Benefits $42,900 $55,300 $63,000
Total Compensation $171,500 $221,200] $250,700)
Years of
Completed Private Sector Private Sector
Navy Service Compensation Element Navy (50th Percentile {75th Percentile)
17
RMC/Base Salary $86,100 $178,500] $196,300
Incentive Pays $43,000!
Total Cash $129,100 $178,500 $196,300
Total Benefits $47,400 $59,300 $65,800
Total Comp 1 $176,500] $237,800] $262,100]

Navy compensation is RMC, special and incentive pays, and benefits as of 1 July 2000
Private Sector compensation is total salary (including base and incentives) and benefits as of 1 July 2000. At7 years

of completed service, private sector compensation is for internal medicine. At 12 and 17 years of completed service,
private sector compensation is for hematology/oncology.
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Center for Naval Analyses Comparison of Total Compensation
Hematology/Oncology

Present Value of Future Compensation and Benefits
Median Private Sector Salaries

Years of
Completed Total Private Sector
Navy Service Compensation Element Navy Service Second Career = Navy Service (50th Percentile;
7 RMC/Base Salary $1,330,200 $1,913,700 $3,243,900 $3,937,100
Incentive Pays $507,300 $507,300
Total Cash $1,837,500 $1,913,700 $3,751,200 $3,937,100|
Retirement + SBP $488,300 $414,100 $902,400 $701,400
Other Benefits $244,000 $527,100 $771,100 $798,900
Total Benefits $732,300 $941,200 $1.673,500] $1,500,300,
Total Compensation $2,569,800 $2,854,900 $5,424,700 $5,437,400|
Years of
Completed Total Private Sector
Navy Service Compensation Element Navy Service Second Career = Navy Service (50th Percentile)
12 RMC/Base Salary

Incentive Pays

Separation after
12 yrs of service |Total Cash
not an option due
to service Retirement + SBP
itments for [Other Benefits

sub-specialty
training. Total Benefits
Total Compensation N/A N/A
Years of
Completed Total Private Sector
Navy Service Compensation Element Navy Service Second Career = Navy Service (50th Percentile) |
17 RMC/Base Salary $273,900 $2,775,900 $3,049,800 $3,292,100|
Incentive Pays $123,900 $123,900
Total Cash $397,800 $2,775,900 $3,173,700 $3,292,100
Retirement + SBP $674,000 $530,900 $1,204,900, $615,700
Other Benefits $76,100 $566,600 $642,700 $652,200
Total Benefits $750,100 $1,097,500 $1,847,600 $1,267,900
Total Compensation $1,147,900 $3,873,400 $5,021,300 $4,560,000|

Navy compensation is RMC, special and incentive pays, and benefits as of 1 July 2000.

Private Sector compensation is total salary (including base and incentives) and benefits as of 1 July 2000. At 7 years
of completed service, private sector compensation assumes ion of oncology specialty training following
same schedule as in Navy practice. At 17 years of completed service, private sector F 1cology specialt
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Center for Naval Analyses Comparison of Total Compensati

Hematology/Oncology

Present Value of Future Compensation and Benefits
P75 Private Sector Salaries

Years of
Completed Total Private Sector
Navy Service Compensation Element Navy Service Second Career = Navy Service (75th Pe i
7 RMC/Base Salary $1,330,200 $2,090,000 $3,420,200 $4,469,300
Incentive Pays $507,300 $507,300|
Total Cash $1,837,500 $2,090,000 $3,927,500] $4,469,300|
Retirement + SBP $488,300 $426,900 $915,200 $722,500
Other Benefits $244,000 $567,700 $811,700 $898,100|
Total Benefits $732,300 $994,600 $1,726,900 $1,620,600
Total Compensation $2,569,800 $3,084,600 $5,654,400 $6,089,900|
Years of
Completed Total Private Sector
Navy Service Compensation Element Navy Service Second Career = Navy Service (75th Pe i
12 RMC/Base Salary

Incentive Pays

Separation after
12 yrs of service |Total Cash
not an option due

to service Retirement + SBP
commitments for |Other Benefits
sub-specialty
training. Total Benefits
Total Compensation N/A N/A
Years of
Completed Total Private Sector
Navy Service Compensation Element | Navy Service Second Career = Navy Service (75th Percentile
17 RMC/Base Salary $273,900 $3,014,200 $3,288,100] $3,619,100
Incentive Pays $123,900 $123,900
Total Cash $397,800 $3,014,200 $3.412,000 $3,619,100|
Retirement + SBP $674,000 $546,400 $1,220,400] $633,500
Other Benefits $76,100 $616,000 $692,100 $718,300
Total Benefits $750,100 $1,162,400 $1,912,500] $1,351,800|
Total Compensation $1,147,900 $4,176,600 $5,324,500 $4,970,900

Navy compensation is RMC, special and incentive pays, and benefits as of 1 July 2000.

Private Sector compensation is total salary (including base and incentives) and benefits as of 1 July 2000. At7 years
of completed service, private sector compensation ion of ‘oncology specialty training following
same schedule as in Navy practice. At 17 years of completed service, private sector assumes hematology/oncology specialty.
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Center for Naval Analyses Comparison of Total Compensation
Internal Medicine
Current Annual Compensation

Years of
Completed Private Sector Private Sector
Navy Service Compensation Element Navy (50th Percentile) (75th Percentile)
7
RMC/Base Salary $63,300 $140,300 $152,500
Incentive Pays $50,000
Total Cash $113,300 $140,300 $152,500
Total Benefits $36,000 $47,100 $49,300
Total Compensation $149,300 $187,400, $201,800]
Years of
Completed Private Sector Private Sector
Navy Service Compensation Element Navy (50th Percentile) {75th Percentile)
12
RMC/Base Salary $77,600 $148,100 $163,000]
Incentive Pays $50,000
Total Cash $127,600 $148,100, $163,000
Total Benefits $42,900 $49,200 $53,100
Total Compensation $170,500 $197,300 $216,100
Years of
Completed Private Sector Private Sector
Navy Service Compensation Element Navy (50th Percentile) (75th Percentile)
17
RMC/Base Salary $86,100 $155,900] $173,600,
Incentive Pays $49,000
Total Cash $135,100 $155,900] $173,600
Total Benefits $47,400 $51,300 $56,900
Total Compensation $182,500 $207,200 $230,500

Navy compensation is RMC, special and incentive pays, and benefits as of 1 July 2000

Private Sector compensation is total salary (including base and incentives) and benefits as of 1 July 2000
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Center for Naval Analyses

75

Internal Medicine

Present Value of Future Compensation and Benefits
Median Private Sector Salaries

Comparison of

tal Compensation

Years of
Completed Total Private Sector
Navy Service Compensation Element Navy Service + Second Career = Navy Service 50th Percentile;
7 RMC/Base Salary $1,330,200 $1,798,300 $3,128,500 $3,385,200
Incentive Pays $517,300 $517,300
Total Cash $1,847,500 $1,798,300 $3,645,800 $3,385,200|
Retirement + SBP $488,300 $320,000 $808,300 $545,300
Other Benefits $244,000 $459,300 $703,300 $700,300
Total Benefits $732,300 $779,300 $1,511,600 $1,246,200
Total Compensation $2,579,800 $2,577,600 $5,157,400 $4,631,400
Years of
Completed Total Private Sector
Navy Service Compensation Element | Navy Service  + Second Career = Navy Service (50th Percentile) |
12 RMC/Base Salary $628,100 $2,044,300 $2,672,400 $3,119,900
Incentive Pays $326,900 $326,900
Total Cash $955,000 $2,044,300 $2,999,300 $3,119,800
Retirement + SBP $550,800 $362,300 $913,100 $518,500
Other Benefits $179,200 $462,100 $641,300 $633,500
Total Benefits $730,000 $824,400 $1,554,400 $1,152,000
Total Compensation $1,685,000 $2,868,700 $4,553,700, $4,271,900
Years of
Completed Total Private Sector
Navy Service Compensation Element Navy Service + Second Career = Navy Service ({50th Percentile)
17 RMC/Base Salary $273,900 $2,322,700 $2,596,600 $2,765,900
Incentive Pays $139,400 $139,400]
Total Cash $413,300 $2,322,700 $2,736,000 $2,765,900
it + SBP $674,000 $410,200 $1,084,200) $476,100
Other Benefits $76,100 $478,800 $554,900 $551,600
Total Benefits $750,100 $889,000 $1,639,100! $1,027,700|
Total Compensation $1,163,400 $3,211,700 $4,375,100 $3,793,600)

Navy compensation is RMC, special and incentive pays, and benefits as of 1 July 2000

Private Sector compensation is total salary (including base and incentives) and benefits as of 1 July 2000
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Center for Naval Analyses Comparison of Total Compensation
Internal Medicine
Present Value of Future Compensation and Benefits
P75 Private Sector Salaries

Years of
Completed Total Private Sector
Navy Service Comp ion Element [ Navy Service  + Second Career = Navy Service (75th Percentile
7 RMC/Base Salary $1,330,200 $2,002,500 $3,332,700 $3,681,600]
Incentive Pays $517,300 $517,300
Total Cash $1,847,500 $2,002,500 $3,850,000] $3,681,600
Retirement + SBP $488,300 $386,700 $875,000 $657,300
Other Benefits $244,000 $495,500 $739,500 $730,300
Total Benefits $732,300 $882,200 $1,614,500] $1,387,600
Total Compensation $2,579,800 $2,884,700 $5,464,500 $5,069,200|
Years of
Completed Total Private Sector
Navy Service Comp Element | Navy Service  + Second Career = Navy Service (75th Percentile
12 RMC/Base Salary $628,100 $2,282,100 $2,910,200] $3,435,600
Incentive Pays $326,900 $326,900
Total Cash $955,000 $2,282,100 $3,237,100; $3,435,600
Retirement + SBP $550,800 $438,600 $989,400 $626,700
Other Benefits $179,200 $505,900 $685,100 $679,400
Total Benefits $730,000 $944,500 $1,674,500] $1,306,100
Total Compensation $1,685,000 $3,226,600 $4,911,600 $4,741,700
Years of
Completed Total Private Sector
Navy Service Compensation Element | Navy Service  + Second Career = Navy Service (75th Percentile)
17 RMC/Base Salary $273,900 $2,598,700 $2,872,600, $3,079,500
Incentive Pays $139,400 $139,400
Total Cash $413,300 $2,598,700 $3,012,000; $3,079,500
Retirement + SBP $674,000 $497,300 $1,171,300, $576,900
Other Benefits $76,100 $531,300 $607,400 $607.500
Total Benefits $750,100 $1,028,600 $1,778,700 $1,184,400|
Total Compensation $1,163,400 $3,627,300 $4,790,700 $4,263,900

Navy compensation is RMC, special and incentive pays, and benefits as of 1 July 2000

Private Sector compensation is total salary (including base and incentives) and benefits as of 1 July 2000
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Center for Naval Analyses Comparison of Total Compensation
Neurology

Current Annual Compensation

Years of
Completed Private Sector Private Sector
Navy Service Compensation Element Navy (50th Percentile) (75th Percentile)
7
RMC/Base Salary $63,300 $157,600| $175,800]
Incentive Pays $42,000
Total Cash $105,300 $157,600] $175,800]
Total Benefits $36,000 $54,000 $62,400
Total Comp ion $141,300 $211,600 $238,200
Years of
Completed Private Sector Private Sector
Navy Service Compensation Element Navy (50th Percentile) (75th Percentile)
12
RMC/Base Salary $77,600 $164,200 $182,400
Incentive Pays $50,000
Total Cash $127,600 $164,200 $182,400]
Total Benefits $42,900 $55,700 $63,800
Total Compensation $170,500 $219,900 $246,200
Years of
Completed Private Sector Private Sector
Navy Service Compensation Element Navy (50th Percentile) (75th Percentile]
17
RMC/Base Salary $86,100 $170,700| $189,100]
Incentive Pays $49,000
Total Cash $135,100 $170,700] $189,100
Total Benefits $47,400 $57,300 $65,200
Total Compensation $182,500 $228,000 $254,300

Navy compensation is RMC, special and incentive pays, and benefits as of 1 July 2000

Private Sector compensation is total salary (including base and incentives) and benefits as of 1 July 2000
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Center for Naval Analyses Comparison of Total Compensation

Neurology

Present Value of Future Compensation and Benefits
Median Private Sector Salaries

Years of
Completed Total Private Sector
Navy Service Compensation Element Navy Service + Second Career = Navy Service (50th Percentile;
7 RMC/Base Salary
Incentive Pays
Separation after
7 yrs of service |Total Cash
not an option due
to service Retirement + SBP
commitments for {Other Benefits
residency
training. Total Benefits
Total Compensation N/A N/A
Years of
Completed Total Private Sector
Navy Service Compensation Element | Navy Service _ + Second Career = Navy Service {50th Percentile
12 RMC/Base Salary $628,100 $2,231,300 $2,859,400 $3,459,400
Incentive Pays $340,700 $340,700
Total Cash $968,800 $2,231,300 $3,200,100] $3,459,400
Retirement + SBP $550,800 $394,300 $945,100 $565,300
Other Benefits $179,200 $504,200 $683,400] $709,400
Total Benefits $730,000 $898,500 $1,628,500] $1,274,700]
Total Compensation $1,698,800 $3,129,800 $4,828,600] $4,734,100|
Years of
Completed Total Private Sector
Navy Service Compensation Element Navy Service + Second Career = Navy Service (50th Percentile
17 RMC/Base Salary $273,900 $2,529,800 $2,803,700 $3,029,500
Incentive Pays $134,800 $134,800]
Total Cash $408,700 $2,529,800 $2,938,500] $3,029,500
Retirement + SBP $674,000 $446,000 $1,120,000] $518,000
Other Benefits $76,100 $525,600 $601,700 $611,000
Total Benefits $750,100 $971,600 $1,721,700] $1,129,000|
Total Compensation $1,158,800 $3,501,400 $4,660,200! $4,158,500

Navy compensation is RMC, special and incentive pays, and benefits as of 1 July 2000

Private Sector compensation is total salary (including base and incentives) and benefits as of 1 July 2000
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Center for Naval Analyses Comparison of Total Compensation

Neurology

Present Value of Future Compensation and Benefits
P75 Private Sector Salaries

Years of
Completed Total Private Sector
Navy Service Comp. ion Element Navy Service + Second Career = Navy Service (75th P i
7 RMC/Base Salary
Incentive Pays
Separation after
7 yrs of service {Total Cash
not an option due
to service Retirement + SBP
itments for |Other Benefits
residency
training. Total Benefits
Total Compensation N/A N/A
Years of
Completed Total Private Sector
Navy Service Compensation Element | Navy Service  + Second Career = Navy Service (75th Percentile)
12 RMC/Base Salary $628,100 $2,469,000 $3,097,100 $3,844,200
Incentive Pays $340,700 $340,700
Total Cash $968,800 $2,469,000 $3,437,800 $3,844,200|
Retirement + SBP $550,800 $438,100 $988,900 $627,200
Other Benefits $178,200 $559,700 $738,900 $804,700
Total Benefits $730,000 $997,800 $1,727,800 $1,431,900
Total Compensation $1,698,800 $3.466,800 $5,165,600 $5,276,100|
Years of
Completed Total Private Sector
Navy Service Compensation Element | Navy Service  + Second Career = Navy Service (75th Percentile
17 RMC/Base Salary $273,900 $2,798,000 $3,071,900 $3,355,800)
Incentive Pays $134,800 $134,800
Total Cash $408,700 $2,798,000 $3,206,700 $3,355,800]
Retirement + SBP $674,000 $495,200 $1,169,200 $574,900
Other Benefits $76,100 $588,000 $664,100 $688,700
Total Benefits $750,100 $1,083,200 $1,833,300 $1,263,600|
Total Compensation $1,158,800 $3,881,200 $5,040,000 $4,619,400|

Navy compensation is RMC, special and incentive pays, and benefits as of 1 July 2000

Private Sector compensation is total salary (including base and incentives) and benefits as of 1 July 2000
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Center for Naval Analyses Comparison of Total Compensation
Neurosurgery
Current Annual Compensation

Years of
Completed Private Sector Private Sector
Navy Service Compensation Element Navy (50th Percentile) (75th Percentile)
7
Navy physician
is in residency
training program
at 7 years of
service
N/A N/A
Years of
Completed Private Sector Private Sector
Navy Service Compensation Element Navy {50th Percentile) (75th Percentile;
12
RMC/Base Salary $77,600. $339,200 Insufficient Data
Incentive Pays $73,000
Total Cash $150,600 $339,200
Total Benefits $42,900 $96,000
Total Compensation $193,500 $435,200]
Years of
Completed Private Sector Private Sector
Navy Service Compensation Element Navy (50th Percentile) (75th Percentile;
17
RMC/Base Salary $86,100 $331,400( Insufficient Data
Incentive Pays $65,000!
Total Cash $151,100 $331,400]
Total Benefits $47.400 $96,800
Total Compensation $198,500 $428,200

Navy compensation is RMC, special and incentive pays, and benefits as of 1 July 2000
Private Sector compensation is total salary (including base and incentives) and benefits as of 1 July 2000

Insufficient data to display comparisons for Private Sector 75th percentile
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Center for Naval Analyses Comparison of Total Compensa
Neurosurgery
Present Value of Future Compensation and Benefits
Median Private Sector Salaries

Years of
Completed Total Private Sector
Navy Service Compensation Element | Navy Service  + Second Career = Navy Service (50th Percentile
7 RMC/Base Salary
Incentive Pays
Separation after
7 yrs of service |Total Cash
not an option
because Retirement + SBP
physician isin  |Other Benefits
residency
training. Total Benefits
Total Compensation N/A N/A
Years of
Completed Total Private Sector
Navy Service Compensation Element | Navy Service _ + Second Career = Navy Service (50th Percentile)
12 RMC/Base Salary
Incentive Pays
Separation after
12 yrs of service [Total Cash
not an option due
to service Retirement + SBP
i its for [Other Benefits
residency
training. Total Benefits
Total Compensation N/A N/A
Years of
Completed Total Private Sector
Navy Service Compensation Element Navy Service +Second Career = Navy Service (50th Percentile
17 RMC/Base Salary $273,900 $4,743,100 $5,017,000, $5,879,300
Incentive Pays $187,400 $187,400
Total Cash $461,300 $4,743,100 $5,204,400 $5,879,300
Retirement + SBP $674,000 $744,100 $1,418,100 $865,000
Other Benefits $76,100 $840,500 $916,600 $1,000,200)
Total Benefits $750,100 $1,584,600 $2,334,700] $1,865,200|
Total Compensation $1,211,400 $6,327,700 $7,539,100] $7,744,500

Navy compensation is RMC, special and incentive pays, and benefits as of 1 July 2000

Private Sector compensation is total salary (including base and incentives) and benefits as of 1 July 2000
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Center for Naval Analyses Comparison of Total Compensation

Neurosurgery
Present Value of Future Compensation and Benefits
P75 Private Sector Salaries

Years of
Completed Total Private Sector
Navy Service Compensation Element Navy Service + Second Career = Navy Service (75th Percentile)
7 RMC/Base Salary
Incentive Pays
Separation after
7 yrs of service |Total Cash
not an option
because Retirement + SBP
physician isin  |Other Benefits
residency
training. Total Benefits
Total Compensation N/A N/A
Years of
Completed Total Private Sector
Navy Service Comp ion Element Navy Service  + Second Career = Navy Service (75th Percentile)
12 RMC/Base Salary
Incentive Pays
Separation after
12 yrs of service |Total Cash
not an option due
to service Retirement + SBP
i for |Other Benefits
residency
training. Total Benefits
Total Compensation N/A N/A
Years of
Completed Total Private Sector
Navy Service Compensation Element Navy Service + Second Career = Navy Service (75th Percentile)
17 RMC/Base Salary $273,900 $5,443,500 $5,717,400( Insufficient Data
Incentive Pays $187,400 $187,400
Total Cash $461,300 $5,443,500 $5,904,800
Retirement + SBP $674,000 $937,500 $1,611,500
Other Benefits $76,100 $1,079,600 $1,155,700
Total Benefits $750,100 $2,017,100 $2,767,200
Total Compensation $1,211,400 $7,460,600 $8,672,000

Navy compensation is RMC, special and incentive pays, and benefits as of 1 July 2000

Private Sector compensation is total salary (including base and incentives) and benefits as of 1 July 2000

Insufficient data to display comparisons for Private Sector 75th percentile
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Center for Naval Analyses Comparison of Total Compensation
Obstetrics/Gynecology

Current Annual Compensation

Years of
Completed Private Sector Private Sector
Navy Service Compensation Element Navy (50th Percentile) (75th Percentile)
7
RMC/Base Salary $63,300 $196,700 $218,400
Incentive Pays $57,500
Total Cash $120,800 $196,700, $218,400
Total Benefits $36,000 $61,400 $67,600
Total Compensation $156,800 $258,100, $286,000]
Years of
Completed Private Sector Private Sector
Navy Service Compensation Element Navy (50th Percentile) (75th Percentile)
12
RMC/Base Salary $77,600 $203,100 $226,400
Incentive Pays $68,000
Total Cash $145,600 $203,100; $226,400
Total Benefits $42,900 $64,100 $70,700
Total Compensation $188,500 $267,200 $297,100]
Years of
Completed Private Sector Private Sector
Navy Service Compensation Element Navy (50th Percentile (75th Percentile
17
RMC/Base Salary $86,100 $209,400] $234,400
Incentive Pays $67,000
Total Cash $153,100 $209,400] $234,400
Total Benefits $47,400 $66,700 $73,800
Total Compensation $200,500 $276,100 $308,200]

Navy compensation is RMC, special and incentive pays, and benefits as of 1 July 2000

Private Sector compensation is total salary (including base and incentives) and benefits as of 1 July 2000
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Center for Naval Analyses Comparison of Total Compensation
Obstetrics/Gynecology

Present Value of Future Compensation and Benefits
Median Private Sector Salaries

Years of
Completed Total Private Sector
Navy Service Compensation Element Navy Service + Second Career = Navy Service (50th Percentile
7 RMC/Base Salary
Incentive Pays
Separation after
7 yrs of service [Total Cash
not an option due
to service Retirement + SBP
i for |[Other Benefits
residency
training. Total Benefits
Total Compensation N/A N/A
Years of
Completed Total Private Sector
Navy Service Compensation Element Navy Service + Second Career = Navy Service (50th Percentile]
12 RMC/Base Salary $628,100 $2,729,500 $3,357,600] $4,278,700
Incentive Pays $466,500 $466,500
Total Cash $1.094,600 $2,729,500 $3,824,100 $4,278,700|
Retirement + SBP $550,800 $488,800 $1,039,600 $699,500
Other Benefits $179,200 $574,400 $753,600 $807,800
Total Benefits $730,000 $1,063,200 $1,793,200 $1,507,400|
Total Compensation $1,824,600 $3,792,700 $5,617,300] $5,786,100
Years of
Completed Total Private Sector
Navy Service Compensation Element | Navy Service _ + Second Career = Navy Service {50th Percentile
17 RMC/Base Salary $273,900 $3,090,800 $3,364,700 $3,716,200
Incentive Pays $186,700 $186,700
Total Cash $460,600 $3,090,800 $3,551,400] $3,716,200]
Retirement + SBP $674,000 $553,200 $1,227,200] $642,100|
Other Benefits $76,100 $606,100 $682,200 $704,200|
Total Benefits $750,100 $1,159,300 $1,909,400; $1,346,300|
Total Compensation $1,210,700 $4,250,100 $5.460,800 $5,062,500

Navy compensation is RMC, special and incentive pays, and benefits as of 1 July 2000

Private Sector compensation is total salary (including base and incentives) and benefits as of 1 July 2000
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Center for Naval Analyses Comparison of Total Compensation
Obstetrics/Gynecology

Present Value of Future Compensation and Benefits
P75 Private Sector Salaries

Years of
Completed Total Private Sector
Navy Service Compensation Element Navy Service __+ Second Career = Navy Service (75th Percentile
7 RMC/Base Salary
Incentive Pays
Separation after
7 yrs of service |Total Cash
not an option due
to service Retirement + SBP
commitments for |Other Benefits
residency
training. Total Benefits
Total Compensation N/A N/A
Years of
Completed Total Private Sector
Navy Service Compensation Element Navy Service + Second Career = Navy Service (75th Percentile
12 RMC/Base Salary $628,100 $3,058,800 $3,686,900 $4,770,100
Incentive Pays $466,500 $466,500
Total Cash $1,094,600 $3,058,800 $4,153,400 $4,770,100)
Retirement + SBP $550,800 $543,800 $1,094,600 $777,600
Other Benefits $179,200 $625,900 $805,100 $885,400
Total Bensfits $730,000 $1,169,700 $1,899,700 $1,663,000
Total Compensation $1,824,600 $4,228,500 $6,053,100 $6,433,100
Years of
Completed Total Private Sector
Navy Service Compensation Element Navy Service + Second Career = Navy Service (75th Percentile)
17 RMC/Base Salary $273,900 $3,465,700 $3,739,600 $4,159,100
Incentive Pays $186,700 $186,700
Total Cash $460,600 $3,465,700 $3,926,300; $4,159,100)
Retirement + SBP $674,000 $615,500 $1,289,500 $714,200
Other Benefits $76,100 $664,800 $740,900 $773,700
Total Benefits $750,100 $1,280,300 $2,030,400; $1,487,900
Total Compensation $1,210,700 $4,746,000 $5,956,700, $5,647,000

Navy compensation is RMC, special and incentive pays, and benefits as of 1 July 2000

Private Sector compensation is total salary (including base and incentives) and benefits as of 1 July 2000
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Center for Naval Analyses

98

Comparison of Total Compens.

Industrial/Occupational Medicine

Current Annual Compensation

Years of
Completed Private Sector Private Sector
Navy Service Compensation Element Navy {50th Percentile) {75th Percentile}
7
RMC/Base Salary $63,300 $151,800, $164,200
Incentive Pays $50,000
Total Cash $113,300 $151,800] $164,200]
Total Benefits $36.000 $50,000 $53,900
Total Compensation $149,300 $201,800 $218,100,
Years of
Completed Private Sector Private Sector
Navy Service Compensation Element Navy (50th Percentile) (75th Percentile)
12
RMC/Base Salary $77,600 $152,300 $167,500
Incentive Pays $50,000
Total Cash $127,600 $152,300] $167,500
Total Benefits $42,900 $51,100 $55,000
| Total Compensation $170,500 $203,400 $222,500
Years of
Completed Private Sector Private Sector
Navy Service Compensation Element Navy (50th Percentile) (75th Percentile’
17
RMC/Base Salary $86,100) $152,900 $170,800
Incentive Pays $49,000
Total Cash $135,100] $152,900 $170,800
Total Benefits $47,400 $52,300 $56,000
Total Compensation $182,500 $205,200) $226,8001

Navy compensation is RMC, special and incentive pays, and benefits as of 1 July 2000

Private Sector compensation is total salary (including base and incentives) and benefits as of 1 July 2000
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Center for Naval Analyses

Industrial/Occupational Medicine

99

Comparison of

Present Value of Future Compensation and Benefits

Median Private Sector Salaries

Years of
Completed Total Private Sector
Navy Service Compensation Element Navy Service +Second Career = Navy Service (50th Percentile)
7 RMC/Base Salary $1,330,200 $1,673,500 $3,003,700 $3,424,400
Incentive Pays $513,600 $513,600
Total Cash $1,843,800 $1,673,500 $3,517,300 $3.424,400
Retirement + SBP $488,300 $308,100 $796,400 $527,300|
Other Benefits $244,000 $453,400 $697.400 $700,100
Total Benefits $732,300 $761,500 $1,493,800 $1,227,400
 Total Compensation $2,576,100 $2,435,000 $5,011,100] $4,651,800
Years of
Completed Total Private Sector
Navy Service Compensation Element Navy Service +Second Career = Navy Service (50th Percentile)
12 RMC/Base Salary $628,100 $1,890,400 $2,518,500 $3,030,500
Incentive Pays $322,100 $322,100
Total Cash $950,200 $1,890,400 $2,840,600 $3,030,500
Retirement + SBP $550,800 $348,400 $899,200 $499,700|
Other Benefits $179,200 $454,100 $633,300] $626,200
Total Benefits $730,000 $802,500 $1,532,500 $1,125,900
Total Compensation $1,680,200 $2,692,900 $4,373,100 $4,156,400
Years of
Completed Total Private Sector
Navy Service Compensation Element Navy Service +Second Career = Navy Service (50th Percentile
17 RMC/Base Salary $273,900 $2,135,000 $2,408,900] $2,587,800
Incentive Pays $139,400 $139,400
Total Cash $413,300 $2,135,000 $2,548,300 $2,587,800,
Retirement + SBP $674,000 $393,800 $1,067,800 $457,400
Other Benefits $76,100 $468,200 $544,300 $540,400
Total Benefits $750,100 $862,000 $1,612,100 $997,800
 Total Compensation $1,163,400 $2,997,000 $4,160,400] $3,585,600

Navy compensation is RMC, special and incentive pays, and benefits as of 1 July 2000

Private Sector compensation is total salary (including base and incentives) and benefits as of 1 July 2000
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Center for Naval Analyses Comparison of Total Compensation

Industrial/Occupational Medicine

Present Value of Future Comp tion and Benefit
P75 Private Sector Salaries
Years of
Completed Total Private Sector
Navy Service Comp ion Element | Navy Service +Second Career = Navy Service {75th Percentile)
7 RMC/Base Salary $1,330,200 $1,883,200 $3,213,400 $3,704,500
Incentive Pays $513,600 $513,600
Total Cash $1,843,800 $1,883,200 $3,727,000 $3,704,500
Retirement + SBP $488,300 $327,500 $815,800 $559,900
Other Benefits $244,000 $476,000 $720,000 $748,600
Total Benefits $732,300 $803,500 $1,535,800 $1,308,500
Total Compensation $2,576,100 $2,686,700 $5,262,800 $5,013,000
Years of
Completed Total Private Sector
Navy Service Compensation Element Navy Service +Second Career = Navy Service (75th Percentile,
12 RMC/Base Salary $628,100 $2,129,200 $2,757,300; $3,331,900
Incentive Pays $322,100 $322,100
Total Cash $950,200 $2,129,200 $3,079,400, $3,331,900
Retirement + SBP $550,800 $370,300 $921,100] $530,700
Other Benefits $179,200 $479,500 $658,700 $668,300
Total Benefits $730,000 $849,800 $1,579,800, $1,199,000
Total Compensation $1,680,200 $2,979,000 $4,659,200, $4,530,900|
Years of
Completed Total Private Sector
Navy Service Compensation Element Navy Service +Second Career = Navy Service (75th Percentile)
17 RMC/Base Salary $273,900 $2,406,400 $2,680,300 $2,890,500]
Incentive Pays $139,400 $139,400
Total Cash $413,300 $2,406,400 $2,819,700, $2,890,500
Retirement + SBP $674,000 $418,500 $1,092,500, $486,100
Other Benefits $76,100 $496,900 $573,000 $575,600
Total Benefits $750,100 $915,400 $1,665,500, $1,061,700
Total Compensation $1,163,400 $3,321,800 $4,485,200| $3,952,200;

Navy compensation is RMC, special and incentive pays, and benefits as of 1 July 2000

Private Sector compensation is total salary (including base and incentives) and benefits as of 1 July 2000
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Center for Naval Analyses Comparison of Total Compensation
Ophthalmology
Current Annual Compensation
Years of
Completed Private Sector Private Sector
Navy Service Compensation Element Navy (50th Percentile) (75th Percentile)
7
RMC/Base Salary $63,300) $163,700] $202,000]
Incentive Pays $54,500)
Total Cash $117,800] $163,700) $202,000
Total Benefits $36,000) $55,200 $68,400
Total Compensation $153,800 $218,900 $270,400
Years of
Completed Private Sector Private Sector
Navy Service Compensation Element Navy (50th Percentile) {75th Percentile
12
RMC/Base Salary $77,600 $179,500 $216,400
Incentive Pays $57,000
Total Cash $134,600 $179,500 $216,400
Total Benefits $42,900 $60,500 $72,900
Total Compensation $177,500 $240,000 $289,300
Years of
Completed Private Sector Private Sector
Navy Service Compensation Element Navy (50th Percentile) (75th Percentile)
17
RMC/Base Salary $86,100 $195,200| $230,800|
Incentive Pays $57,000
Total Cash $143,100 $195,200 $230,800]
Total Benefits $47,400 $65,700 $77,500
Total Compensation $190,500 $260,900 $308,300]

Navy compensation is RMC, special and incentive pays, and benefits as of 1 July 2000

Private Sector compensation is total salary (including base and incentives) and benefits as of 1 July 2000
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Center for Naval Analyses otal Compensation
Ophthalmology
Present Value of Future Compensation and Benefits
Median Private Sector Salaries

Years of
Completed Total Private Sector
Navy Service Compensation Element Navy Service + Second Career = Navy Service (50th Percentile)
7 RMC/Base Salary
Incentive Pays
Separation after
7 yrs of service |Total Cash
not an option due
to service Retirement + SBP
commitments for |Other Benefits
residency
training. Total Benefits
Total Compensation N/A N/A
Years of
Completed Total Private Sector
Navy Service Comp ion Element Navy Service + Second Career = Navy Service (50th Percentile)
12 RMC/Base Salary $628,100 $2,576,700 $3,204,800 $3,781,600,
Incentive Pays $398,100 $398,100
Total Cash $1,026,200 $2,576,700 $3,602,900; $3,781,600
Retirement + SBP $550,800 $544,700 $1,095,500, $776,300
Other Benefits $179,200 $570,800 $750,000 $765,500
Total Benefits $730,000 $1,115,500 $1,845,500, $1,541,800
Total Compensation $1,756,200 $3,692,200 $5,448,400 $5,323,400
Years of
Completed Total Private Sector
Navy Service Compensation Element Navy Service + Second Career = Navy Service (50th P i
17 RMC/Base Salary $273,900 $2,949,100 $3,223,000 $3,464,000
Incentive Pays $164,300 $164,300
Total Cash $438,200 $2,949,100 $3,387,300] $3,464,000
Retirement + SBP $674,000 $618,500 $1,292,500 $716,900|
Other Benefits $76,100 $607,200 $683,300! $693,800
Total Benefits $750,100 $1,225,700 $1,975,800 $1,410,700|
Total Compensation $1,188,300 $4,174,800 $5,363,100| $4,874,700

Navy compensation is RMC, special and incentive pays, and benefits as of 1 July 2000

Private Sector compensation is total salary {including base and incentives) and benefits as of 1 July 2000
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Center for Naval Analyses Comparison of Total Compensation

Ophthalmology

Present Value of Future Compensation and Benefits
P75 Private Sector Salaries

Years of
Completed Total Private Sector
Navy Service Compensation Element Navy Service + Second Career = Navy Service (75th Percentile)
7 RMC/Base Salary
Incentive Pays
Separation after
7 yrs of service [Total Cash
not an option due
to service Retirement + SBP
i for |Other Benefits
residency
training. Total Benefits
Total Compensation N/A N/A
Years of
Completed Total Private Sector
Navy Service Compensation Element Navy Service + Second Career = Navy Service (75th Percentile;
12 RMC/Base Salary $628,100 $3,036,700 $3,664,800 $4,559,900
Incentive Pays $398,100 $398,100
Total Cash $1,026,200 $3,036,700 $4,062,900 $4,559,900
Retirement + SBP $550,800 $604,400 $1,155,200 $861,000
Other Benefits $179,200 $655,100 $834,300 $911,400
Total Benefits $730,000 $1,259,500 $1,989,500 $1,772,400)
Total Compensation $1,756,200 $4,296,200 $6,052,400| $6,332,300|
Years of
Completed Total Private Sector
Navy Service Compensation Element | Navy Service  + Second Career = Navy Service (75th Percentile)
17 RMC/Base Salary $273,900 $3,459,500 $3,733,400! $4,095,900
|Incentive Pays $164,300 $164,300,
Total Cash $438,200 $3,459,500 $3,897,700] $4.095,900
Retirement + SBP $674,000 $685,100 $1,359,100] $794,000
Other Benefits $76,100 $700,100 $776,200 $809,900
Total Benefits $750,100 $1,385,200 $2,135,300 $1,603,900|
Total Compensation $1,188,300 $4,844,700 $6,033,000 $5,699,800

Navy compensation is RMC, special and incentive pays, and benefits as of 1 July 2000

Private Sector compensation is total salary (including base and incentives) and benefits as of 1 July 2000
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Center for Naval Analyses Comparison of Total Compensaf
Orthopedic Surgery

Current Annual Compensation

Years of
Completed Private Sector Private Sector
Navy Service Compensation Element Navy (50th Percentile) (75th Percentile)
7
RMC/Base Salary $63,300 $232,900 $270,700
Incentive Pays $62,500
Total Cash $125,800 $232,900 $270,700
Total Benefits $36,000 $75,300 $85,000
 Total Compensation $161,800] $308,200 $355,700
Years of
Completed Private Sector Private Sector
Navy Service Compensation Element Navy (50th Percentile) (75th Percentile)
12
RMC/Base Salary $77,600 $244,600) $279,200]
Incentive Pays $75,000
Total Cash $152,600 $244,600] $279,200
Total Benefits $42,900 $79,300 $87,500
Total Compensation $195,500 $323,900 $366,700]
Years of
Completed Private Sector Private Sector
Navy Service Compensation Element Navy (50th Percentile) (75th Percentile)
17
RMC/Base Salary $86,100 $256,300 $287,700
Incentive Pays $65,000
Total Cash $151,100 $256,300] $287,700
Total Benefits $47,400 $83,300 $90,100.
Total Compensation $198,500 $339,600: $377,800

Navy compensation is RMC, special and incentive pays, and benefits as of 1 July 2000

Private Sector compensation is total salary (including base and incentives) and benefits as of 1 July 2000
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Orthopedic Surgery
Present Value of Future Compensation and Benefits
Median Private Sector Salaries

Comparison of

Years of
Completed Total Private Sector
Navy Service Compensation Element Navy Service + Second Career = Navy Service (50th Percentile)
7 RMC/Base Salary
Incentive Pays
Separation after .
7 yrs of service [Total Cash
not an option due
to service Retirement + SBP
commitments for |Other Benefits
residency
training. Total Benefits
Total Compensation N/A N/A
Years of
Completed Total Private Sector
Navy Service Compensation Element Navy Service + Second Career = Navy Service (50th Percentile) |
12 RMC/Base Salary $628,100 $3,395,700 $4,023,800] $5,206,100
Incentive Pays $498,500 $498,500
Total Cash $1,126,600 $3,395,700 $4,522,300 $5,206,100
Retirement + SBP $550,800 $651,800 $1,202,600 $931,600
Other Benefits $179,200 $702,900 $882,100 $994,900
Total Benefits $730,000 $1.354,700 $2,084,700 $1,926,500
Total Compensation $1,856,600 $4,750,400 $6,607,000 $7,132,600|
Years of
Completed Total Private Sector
Navy Service Compensation Element Navy Service + Second Career = Navy Service (50th Percentile
17 RMC/Base Salary $273,900 $3,845,900 $4,119,800 $4,585,400
Incentive Pays $187,400 $187,400
Total Cash $461,300 $3,845,900 $4,307,200 $4,585,400
Retirement + SBP $674,000 $737,800 $1,411,800] $856,000
Other Benefits $76.100 $751,200 $827,300! $873,800
Total Benefits $750,100 $1,489,000 $2,239,100 $1,729,800|
Total Compensation $1,211,400 $5,334,900 $6,546,300| $6,315,200|

Navy compensation is RMC, special and incentive pays, and benefits as of 1 July 2000

Private Sector compensation is total salary (including base and incentives) and benefits as of 1 July 2000
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Center for Naval Analyses Comparison of Total Compensation

Orthopedic Surgery

Present Value of Future Compensation and Benefits
P75 Private Sector Salaries

Years of
Completed Total Private Sector
Navy Service Compensation Element Navy Service + Second Career = Navy Service (75th Percentile)
7 RMC/Base Salary
Incentive Pays
Separation after
7 yrs of service [Total Cash
not an option due
to service Retirement + SBP
C i ts for |Other Benefits
residency
training. Total Benefits
Total Compensation N/A N/A
Years of
Completed Total Private Sector
Navy Service Compensation Element Navy Service + Second Career = Navy Service {75th Percentile
12 RMC/Base Salary $628,100 $3,785,700 - $4,413,800 $5,942,900
Incentive Pays $498,500 $498,500
Total Cash $1,126,600 $3,785,700 $4,912,300, $5,942,900
Retirement + SBP $550,800 $657,700 $1,208,500] $940,100
Other Benefits $179,200 $747,200 $926,400 $1,091,400
Total Benefits $730,000 $1,404,900 $2,134,900 $2,031,500]
Total Compensation $1,856,600 $5,190,600 $7,047,200 $7,974,400|
Years of
Completed Total Private Sector
Navy Service Compensation Element Navy Service + Second Career = Navy Service (75th Percentile)
17 RMC/Base Salary $273,900 $4,279,500 $4,553,400 $5,146,800
Incentive Pays $187,400 $187,400
Total Cash $461,300 $4,279,500 $4,740,800 $5,146.800
Retirement + SBP $674,000 $743,700 $1,417,700, $862,900
Other Benefits $76,100 $799,600 $875,700 $940,600
Total Benefits $750,100 $1,543,300 $2,293,400, $1,803,500
Total Compensation $1,211,400 $5,822,800 $7,034,200 $6,950,300

Navy compensation is RMC, special and incentive pays, and benefits as of 1 July 2000

Private Sector compensation is total salary (including base and incentives) and benefits as of 1 July 2000
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Center for Naval Analyses Comparison of Total Compensal
Otolaryngology

Current Annual Compensation

Years of
Completed Private Sector Private Sector
Navy Service Compensation Element Navy (50th Percentile) (75th Percentile)
7
RMC/Base Salary
Navy physician {Incentive Pays
is in residency
training program |Totai Cash
at 7 years of
service Total Benefits
N/A N/A
Total Compensation
Years of
Completed Private Sector Private Sector
Navy Service Compensation Element Navy (50th Percentile) (75th Percentile)
12
RMC/Base Salary $77,600 $237,000] $251,100
Incentive Pays $66,000
Total Cash $143,600 $237,000] $251,100
Total Benefits $42,900 $72,300 $85,500
Total Compensation $186,500 $309,300 $336,600
Years of
Completed Private Sector Private Sector
Navy Service Compensation Element Navy (50th Percentile) (75th Percentite)
17
RMC/Base Salary $86,100) $232,100 $264,800
Incentive Pays $59,000
Total Cash $145,100 $232,100 $264,800]
Total Benefits $47,400 $72,400 $90,000
Total Compensation $192,500 $304,500 $354,800

Navy compensation is RMC, special and incentive pays, and benefits as of 1 July 2000

Private Sector compensation is total salary (including base and incentives) and benefits as of 1 July 2000
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Center for Naval Analyses Comparison of Total Compensation
Otolaryngology

Present Value of Future Compensation and Benefits
Median Private Sector Salaries

Years of
Completed Total Private Sector
Navy Service Comp ion Element Navy Service + Second Career = Navy Service (50th Percentile
7 RMC/Base Salary

Incentive Pays

Separation after
7 yrs of service |Total Cash

not an option
because Retirement + SBP
physician isin  |Other Benefits
residency
training. Total Benefits
Total Compensation N/A N/A
Years of
Completed Total Private Sector
Navy Service Compensation Element Navy Service + Second Career = Navy Service (50th Percentile)
12 RMC/Base Salary

Incentive Pays

Separation after
12 yrs of service |Total Cash
not an option due

to service Retirement + SBP
commitments for |Other Benefits
residency
training. Total Benefits
Total Compensation N/A N/A
Years of
Completed Total Private Sector
Navy Service Compensation Element | Navy Service _ + Second Career = Navy Service {50th Percentile)
17 RMC/Base Salary $273,800 $3,326,800 $3,600,700] $4,118,400
Incentive Pays $170,100 $170.,100
Total Cash $444,000 $3,326,800 $3,770,800, $4,118,400
Retirement + SBP $674,000 $522,000 $1,196,000] $607,200
Other Benefits $76,100 $640,100 $716,200 $759,500
Total Benefits $750,100 $1,162,100 $1,912,200, $1,366,700
Total Compensation $1,194,100 $4,488,900 $5,683,000] $5,485,100

Navy compensation is RMC, special and incentive pays, and benefits as of 1 July 2000

Private Sector compensation is total salary (including base and incentives) and benefits as of 1 July 2000
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Center for Naval Analyses Comparison of Total Compensation

Otolaryngology
Present Value of Future Compensation and Benefits
P75 Private Sector Salaries

Years of
Completed Total Private Sector
Navy Service Comg ion Element Navy Service + Second Career = Navy Service (75th Percentile}
7 RMC/Base Salary

Incentive Pays

Separation after
7 yrs of service |Total Cash

not an option
because Retirement + SBP
physician is in  |Other Benefits
residency
training. Total Benefits
 Total Compensation N/A N/A
Years of
Completed Total Private Sector
Navy Service Compensation Element | Navy Service  + Second Career = Navy Service (75th Percentile)
12 RMC/Base Salary

Incentive Pays

Separation after
12 yrs of service |Total Cash
not an option due

to service Retirement + SBP
i ts for [Other Benefits
residency
training. Total Benefits
Total Compensation N/A N/A
Years of
Completed Total Private Sector
Navy Service Com) ion Element | Navy Service  + Second Career = Navy Service (75th Percentile)
17 RMC/Base Salary $273,900 $3,947,800 $4,221,700| $4,697,900
Incentive Pays $170,100 $170,100
Total Cash $444,000 $3.947,800 $4,391,800) $4,697,900|
Retirement + SBP $674,000 $767,300 $1,441,300; $890,900
Other Benefits $76,100 $800,600 $876.700 $932,900
Total Benefits $750,100 $1,567,900 $2,318,000; $1,823,800
Total Compensation $1,194,100 $5,515,700 $6,709,800, $6,521,700

Navy compensation is RMC, special and incentive pays, and benefits as of 1 July 2000

Private Sector compensation is total salary (including base and incentives) and benefits as of 1 July 2000
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Center for Naval Analyses mparison of Total Compensation
Pathology

Current Annual Compensation

Years of
Completed Private Sector Private Sector
Navy Service Compensation Element Navy (50th Percentile) (75th Percentile)
7
RMC/Base Salary $63,300 $159,200 $217,000
Incentive Pays $42,500
Total Cash $105,800 $159,200 $217,000]
Total Benefits $36,000 $556,200 $73,600,
Total Compensation $141,800) $214,400 $290,600]
Years of
Completed Private Sector Private Sector
Navy Service Compensation Element Navy (50th Percentile) (75th Percentile)
12
RMC/Base Salary $77,600 $169,500 $220,000
incentive Pays $52,000)
Total Cash $129,600] $169,500 $220,000
Total Benefits $42,900 $58,400 $75,100
Total Compensation $172,500 $227,900 $295,100
Years of
Completed Private Sector Private Sector
Navy Service Compensation Element Navy (50th Percentile) (75th Percentile)
17
RMC/Base Salary $86,100 $179,900 $222,900
Incentive Pays $45,000
Total Cash $131,100 $179,900] $222,900|
Total Benefits $47,400 $61,600 $76,700
Total Compensation $178,500 $241,500 $299,600

Navy compensation is RMC, special and incentive pays, and benefits as of 1 July 2000

Private Sector compensation is total salary (including base and incentives) and benefits as of 1 July 2000
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Center for Naval Analyses Comparison of Total Compensation
Pathology

Present Value of Future Compensation and Benefits
Median Private Sector Salaries

Years of
Completed Total Private Sector
Navy Service C ion Element Navy Service + Second Career = Navy Service (50th Percentile)
7 RMC/Base Salary
Incentive Pays
Separation after
7 yrs of service [Total Cash
not an option due
to service Retirement + SBP
commitments for |Other Benefits
residency
training. Total Benefits
Total Compensation N/A N/A
Years of
Completed Total Private Sector
Navy Service Compensation Element Navy Service + Second Career = Navy Service (50th Percentile)
12 RMC/Base Salary $628,100 $2,453,600 $3,081,700 $3,767,400
Incentive Pays $344,800 $344,900
Total Cash $973,000 $2,453,600 $3,426,600 $3,767.400
Retirement + SBP $550,800 $465,900 $1,016,700 $665,800
Other Benefits $179,200 $554,500 $733,700 $775,500
Total Benefits $730,000 $1,020,400 $1,750,400] $1,441,300
Total Compensation $1,703,000 $3,474,000 $5,177,000 $5,208,700
Years of
Completed Total Private Sector
Navy Service Comp: ion Element | Navy Service + Second Career = Navy Service (50th Percentile)
17 RMC/Base Salary $273,900 $2,792,000 $3,065,900 $3,333,100]
Incentive Pays $129,700 $129,700
Total Cash $403,600 $2,792,000 $3,195,600; $3,333,100
Retirement + SBP $674,000 $527,800 $1,201,800; $612,400
Other Benefits $76,100 $584,900 $661,000| $678,500
 Total Benefits $750,100 $1,112,700 $1,862,800 $1,290,900
Total Compensation $1,163,700 $3,904,700 $5,058,400| $4,624,000

Navy compensation is RMC, special and incentive pays, and benefits as of 1 July 2000

Private Sector comp: ion is total salary (il ing base and in ives) and benefits as of 1 July 2000

ge 2-99




124

Center for Naval Analyses Comparison o
Pathology

Present Value of Future Compensation and Benefits
P75 Private Sector Salaries

Years of
Completed Total Private Sector
Navy Service Comp ion Element | Navy Service + Second Career = Navy Service (75th Percentile]
7 RMC/Base Salary
Incentive Pays
Separation after
7 yrs of service [Total Cash
not an option due
1o service Retirement + SBP
i for |Other Benefits
residency
training. Total Benefits
Total Compensation N/A N/A
Years of
Completed Total Private Sector
Navy Service Compensation Element | Navy Service + Second Career = Navy Service (75th Percentile;
12 RMC/Base Salary $628,100 $2,994,500 $3,622,600 $4,888,400
Incentive Pays $344,900 $344,900
Total Cash $973,000 $2,994,500 $3,967,500| $4,888,400]
Retirement + SBP $550,800 $522,500 $1,073,300 $748,300]
Other Benefits $179,200 $662,400 $841,600 $981,900
Total Benefits $730,000 $1,184,900 $1,914,900] $1,728,200
Total Compensation $1,703,000 $4,179,400 $5,882,400| $6,616,600
Years of
Completed Total Private Sector
Navy Service Compensation Element | Navy Service + Second Career = Navy Service 75th Percentile’
17 RMC/Base Salary $273,900 $3,384,300 $3,658,200 $4,130,800
Incentive Pays $129,700 $129,700
Total Cash $403,600 $3,384,300 $3,787,900 $4,130,800
Retirement + SBP $674,000 $590,900 $1,264,900] $685,400|
Other Benefits $76,100 $704,100 $780,200 $833,500
Total Benefits $750,100 $1,295,000 $2,045,100 $1,518,900
Total Compensation $1,153,700 $4,679,300 $5,833,000 $5,649,700

Navy compensation is RMC, special and incentive pays, and benefits as of 1 July 2000

Private Sector compensation is total salary (including base and incentives) and benefits as of 1 July 2000
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Center for Naval Analyses

128

Comparison of Total C

Pediatric Primary Care

Current Annual Compensation

Years of
Completed Private Sector Private Sector
Navy Service Compensation Element Navy (50th Percentile) (75th Percentile)
7
RMC/Base Salary $63,300 $130,600| $138,800]
Incentive Pays $48,000
Total Cash $111,300 $130,600] $138,800]
Total Benefits $36,000 $44,500 $46,700
Total Compensation $147,300 $175,100] $185,500
Years of
Completed Private Sector Private Sector
Navy Service Compensation Element Navy (50th Percentile) (75th Percentile)
12
RMC/Base Salary $77,600 $137,700] $153,300
Incentive Pays $48,000
Total Cash $125,600| $137,700] $153,300
Total Benefits $42,900 $45,900 $51,200
Total Compensation $168,500) $183,600 $204,500
Years of
Completed Private Sector Private Sector
Navy Service Compensation Element Navy (50th Percentile) (75th Percentile)
17
RMC/Base Salary $86,100 $144,900] $167,900
Incentive Pays $47,000)
Total Cash $133,100 $144,900] $167,900
Total Benefits $47,400 $47,400 $55,700
Total Compensation $180,500 $192,300 $223,600

Navy compensation is RMC, special and incentive pays, and benefits as of 1 July 2000

Private Sector compensation is total salary (including base and incentives) and benefits as of 1 July 2000
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Center for Naval Analyses Comparison of Total Compensation

Pediatric Primary Care

Present Value of Future Compensation and Benefits
Median Private Sector Salaries

Years of
Completed Total Private Sector
Navy Service Compensation Element Navy Service +Second Career = Navy Service (50th Percentile)
7 RMC/Base Salary $1,330,200 $1,604,400 $2,934,600; $2,946,400
Incentive Pays $492,900 $492,900
Total Cash $1,823,100 $1,604,400 $3,427,500 $2,946,400
Retirement + SBP $488,300 $281,000 $769,300 $480,100
Other Benefits $244,000 $423,100 $667,100 $631,300
Total Benefits $732,300 $704,100 $1,436,400 $1,111,400
Total Compensation $2,555,400 $2,308,500 $4,863,900 $4,057,800|
Years of
Completed Total Private Sector
Navy Service Compensation Element Navy Service +Second Career = Navy Service (50th Percentile,
12 RMC/Base Salary $628,100 $1,823,600 $2,451,700 $2,740,100)
Incentive Pays $329,600 $329,600
Total Cash $957,700 $1,823,600 $2,781,300 $2,740,100|
Retirement + SBP $550,800 $317,900 $868,700 $455,600
Other Benefits $179,200 $420,400 $599,600/ $568,600
Total Benefits $730,000 $738,300 $1,468,300 $1,024,200|
Total Compensation $1,687,700 $2,561,900 $4,249,600, $3,764,300
Years of
Completed Total Private Sector
Navy Service Compensation Element Navy Service +Second Career = Navy Service (50th Percentile
17 RMC/Base Salary $273,900 $2,071,600 $2,345,500 $2,452,200
Incentive Pays $133,600 $133,600
Total Cash $407,500 $2,071,600 $2,479,100 $2,452,200|
Retirement + SBP $674,000 $359,700 $1,033,700] $417,700
Other Benefits $76,100 $430,800 $506,900 $494,000
Total Benefits $750,100 $790,500 $1,540,600) $911,700
Total Compensation $1,157,600 $2,862,100 $4,019,700 $3,363,900]

Navy compensation is RMC, special and incentive pays, and benefits as of 1 July 2000

Private Sector compensation is total salary (including base and incentives) and benefits as of 1 July 2000
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Center for Naval Analyses Comparison of Total Compensation

Pediatric Primary Care

Present Value of Future Compensation and Benefits
P75 Private Sector Salaries

Years of
Completed Total Private Sector
Navy Service Compensation Element Navy Service +Second Career = Navy Service (75th Percentile]
7 RMC/Base Salary $1,330,200 $1,853,100 $3,183,300 $3,132,300
Incentive Pays $492,900 $492,900
Total Cash $1,823,100 $1,853,100 $3,676,200 $3,132,300
Retirement + SBP $488,300 $389,800 $878,100 $662,600
Other Benefits $244,000 $474,000 $718,000 $658,800
Total Benefits $732,300 $863,800 $1,596,100] $1,321,400
Total Compensation $2,555,400 $2,716,900 $5,272,300 $4,453,700
Years of
Completed Total Private Sector
Navy Service Compensation Element Navy Service +Second Career = Navy Service (75th Percentile
12 RMC/Base Salary $628,100 $2,128,700 $2,756,800 $3,050,700
ive Pays $329,600 $329,600
Total Cash $957,700 $2,128,700 $3,086,400| $3,050,700
Retirement + SBP $550,800 $442,600 $993,400| $632,300
Other Benefits $179,200 $483,100 $662,300 $627,000|
Total Benefits $730,000 $925,700 $1,655,700 $1,258,300
Total Compensation $1,687,700 $3,054,400 $4,742,100 $4,310,000
Years of
Completed Total Private Sector
Navy Service Compensation Element Navy Service +Second Career = Navy Service (75th Percentile;
17 RMC/Base Salary $273,900 $2,440,300 $2,714,200 $2,841,300
Incentive Pays $133,600 $133,600
Total Cash $407.500 $2,440,300 $2,847,800] $2,841,300
Retirement + SBP $674,000 $502,200 $1,176,200] $582,600
Other Benefits $76,100 $507,100 $583,200) $572,700
Total Benefits $750,100 $1,009,300 $1,759.400] $1,155,300|
Total Compensation $1,157,600 $3,449,600 $4,607,200] $3,996,600

Navy compensation is RMC, special and incentive pays, and benefits as of 1 July 2000

Private Sector compensation is total salary (including base and incentives) and benefits as of 1 July 2000
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Center for Naval Analyses Comparison of Total Compensation
Physical Medicine & Rehabilitation

Current Annual Compensation

Years of
Completed Private Sector Private Sector
Navy Service Compensation Element Navy (50th Percentile) (75th Percentile
7
RMC/Base Salary $63,300 $153,000 $170,300|
Incentive Pays $40,000
Total Cash $103,300] $153,000 $170,300
Total Benefits $36,000 $51,200 $59,500
Total Compensation $139,300] $204,200 $229,800
Years of
Completed Private Sector Private Sector
Navy Service Compensation Element Navy (50th Percentile) (75th Percentile)
12
RMC/Base Salary $77,600 $154,500 $178,300
ive Pays $50,000
Total Cash $127,600] $154,500 $178,300)
Total Benefits $42,900 $51,900 $60,900
Total Compensation $170,500 $206,400 $239,200
Years of
Completed Private Sector Private Sector
Navy Service Compensation Element Navy (50th Percentile) (75th Percentile)
17
RMC/Base Salary $86,100 $156,100] $186,400|
Incentive Pays $49,000
Total Cash $135,100] $156,100] $186,400
Total Benefits $47,400) $52,600 $62,300
Total Compensation $182,500] $208,700 $248,700

Navy compensation is RMC, special and incentive pays, and benefits as of 1 Juty 2000

Private Sector compensation is total salary (including base and incentives) and benefits as of 1 July 2000
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Center for Naval Analyses Comparison of Total Compensation
Physical Medicine & Rehabilitation

Present Value of Future Compensation and Benefits
Median Private Sector Salaries

Years of
Completed Total Private Sector
Navy Service C ion Element Navy Service + Second Career = Navy Service (50th Percentile
7 RMC/Base Salary
Incentive Pays
Separation after
7 yrs of service {Total Cash
not an option due
to service Retirement + SBP
i for |Other Benefits
residency
training. Total Benefits
Total Compensation N/A N/A
Years of
Completed Total Private Sector
Navy Service Compensation Element Navy Service + Second Career = Navy Service (50th Percentile)
12 RMC/Base Salary $628,100 $2,017,600 $2,645,700 $3,256,300
Incentive Pays $339,200 $339,200
Total Cash $967,300 $2,017,600 $2,984,900] $3,256,300
Retirement + SBP $550,800 $337,000 $887,800 $484,100
Other Benefits $179,200 $467,900 $647,100 $665,000
Total Benefits $730,000 $804,900 $1,534,900] $1,149,100
 Total Compensation $1,697,300 $2,822,500 $4,519,800 $4,405,400|
Years of
Completed Total Private Sector
Navy Service Compensation Element | Navy Service  + Second Career = Navy Service (50th Percentile
17 RMC/Base Salary $273,900 $2,279,400 $2,553,300 $2,770,000|
Incentive Pays $132,900 $132,900
| Total Cash $406,800 $2,279,400 $2,686,200 $2,770,000
Retirement + SBP $674,000 $380,800 $1,054,800 $442,700
Other Benefits $76,100 $483,700 $559,800 $564,600
Total Benefits $750,100 $864,500 $1,614,600 $1,007,300
Total Compensation $1,156,900 $3,143,900 $4,300,800 $3,777,300

Navy compensation is RMC, special and incentive pays, and benefits as of 1 July 2000

Private Sector compensation is total salary (including base and incentives) and benefits as of 1 July 2000
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Center for Naval Analyses Comparison of Total Compensation

Physical Medicine & Rehabilitation

Present Value of Future Compensation and Benefits
P75 Private Sector Salaries

Years of
Completed Total Private Sector
Navy Service Compensation Element Navy Service + Second Career = Navy Service (75th Percentile;
7 RMC/Base Salary
Incentive Pays
Separation after
7 yrs of service |Total Cash
not an option due
to service Retirement + SBP
commitments for |Other Benefits
residency
training. Total Benefits
 Total Compensation N/A N/A
Years of
Completed Total Private Sector
Navy Service Compensation Element Navy Service + Second Career = Navy Service (75th P i
12 RMC/Base Salary $628,100 $2,451,400 $3,079,500 $3,757,000
Incentive Pays $339,200 $339,200
Total Cash $967,300 $2,451,400 $3,418,700 $3,757,000|
Retirement + SBP $550,800 $417,100 $967,900 $597,700
Other Benefits $179,200 $540,100 $719,300 $770,600
Total Benefits $730,000 $957,200 $1,687,200, $1,368,300
Total Compensation $1,697,300 $3,408,600 $5,105,900 $5,125,300
Years of
Completed Total Private Sector
Navy Service Compensation Element | Navy Service  + Second Career = Navy Service (75th P i
17 RMC/Base Salary $273,900 $2,775,000 $3,048,900 $3,307.900
Incentive Pays $132,900 $132,900]
Total Cash $406,800 $2,775,000 $3,181,800] $3,307,900]
Retirement + SBP $674,000 $471,400 $1,145,400 $547,400
Other Benefits $76,100 $565,500 $641,600] $660,500
Total Benefits $750,100 $1,036,900 $1,787,000] $1,207,900
Total Compensation $1,156,900 $3,811,900 $4,968,800 $4,515,800

Navy compensation is RMC, special and incentive pays, and benefits as of 1 July 2000

Private Sector compensation is total salary (including base and incentives) and benefits as of 1 July 2000
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Center for Naval Analyses Comparison of Total Compensation
Plastic & Reconstructive Surgery
Current Annua! Compensation

Years of
Completed Private Sector Private Sector
Navy Service Compensation Element Navy (50th Percentile) (75th Percentile]
7
RMC/Base Salary $63,300 $179,100 $217,400]
Incentive Pays $52,500
Total Cash $115,800 $179,100 $217,400
Total Benefits $36,000 $53,400 $67,100
Total Compensation $151,800 $232,500 $284,500
Years of
Completed Private Sector Private Sector
Navy Service Compensation Element Navy (50th Percentile (75th Percentile)
12
RMC/Base Salary $77,600 $212,400 $302,600
Incentive Pays $73,000
Total Cash $150,600 $212,400 $302,600
Total Benefits $42,900 $66,400 $104,100
Total Compensation $193,500 $278,800] $406,700
Years of
Completed Private Sector Private Sector
Navy Service Compensation Element Navy (50th Percentile) (75th Percentile)
17
RMC/Base Salary $86,100 $227,300| $310,900
Incentive Pays $65,000
Total Cash $151,100 $227,300 $310,900]
Total Benefits $47,400 $71,900 $104,300,
Total Compensation $198,500 $299,200 $415,200

Navy compensation is RMC, special and incentive pays, and benefits as of 1 July 2000
Private Sector compensation is total salary (including base and incentives) and benefits as of 1 July 2000

At 7 years of completed service, private sector compensation is for general surgery. At 12 and 17 years of completed
service, private sector compensation is for plastic and reconstructive surgery.
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Center for Naval Analyses Comparison of Total Compensation

Plastic & Reconstructive Surgery

Present Value of Future Compensation and Benefits
Median Private Sector Salaries

Years of
Completed Total Private Sector
Navy Service Comp ion Element Navy Service + Second Career = Navy Service (50th Percentile)
7 RMC/Base Salary

Incentive Pays

Separation after
7 yrs of service |Total Cash
not an option due

to service Retirement + SBP
commitments for |Other Benefits
residency
training. Total Benefits
Total Compensation N/A N/A
Years of
Completed Total Private Sector
Navy Service Compensation Element Navy Service + Second Career = Navy Service (50th Percentile]
12 RMC/Base Salary

Incentive Pays

Separation after
12 yrs of service |Total Cash
not an option due

to service Retirement + SBP
i its for [Other Benefits
fellowship
training. Total Benefits
Total Compensation N/A N/A
Years of
Completed Total Private Sector
Navy Service Compensation Element Navy Service + Second Career = Navy Service (50th Percentile
17 RMC/Base Salary $273,900 $3,553,100 $3,827,000 $4,212,700|
Incentive Pays $187,400 $187,400
Total Cash $461,300 $3,553,100 $4,014,400 $4,212,700
Reti + SBP $674,000 $700,600 $1,374,600| $811,900
Other Benefits $76,100 $683,100 $759,200 $784,500
Total Benefits $750,100 $1,383,700 $2,133,800] $1,596,400|
Total Compensation $1,211,400 $4,936,800 $6,148,200 $5,809,100

Navy compensation is RMC, special and incentive pays, and benefits as of 1 July 2000

Private Sector compensation is total salary (including base and incentives) and benefits as of 1 July 2000
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Center for Naval Analyses Comparison of Total Compensation

Plastic & Reconstructive Surgery

Present Value of Future Compensation and Benefits
P75 Private Sector Salaries

Years of
Completed Total Private Sector
Navy Service Comp ion Element | Navy Service + Second Career = Navy Service (75th Percentile
7 RMC/Base Salary
Incentive Pays
Separation after
7 yrs of service [Total Cash
not an option due
to service Retirement + SBP
c i for |Other Benefits
residency
training. Total Benefits
Total Compensation N/A N/A
Years of
Completed Total Private Sector
Navy Service Compensation Element Navy Service + Second Career = Navy Service (75th Percentile)
12 RMC/Base Salary
Incentive Pays
Separation after
12 yrs of service |Total Cash
not an option due
to service Retirement + SBP
i for |Other Benefits
fellowship
training. Total Benefits
Total Compensation N/A N/A
Years of
Completed Total Private Sector
Navy Service Compensation Element | Navy Service + Second Career = Navy Service (75th Percentile
17 RMC/Base Salary $273,900 $4,756,600 $5,030,500] $5,761,100]
ive Pays $187,400 $187.400
Total Cash $461,300 $4,756,600 $5,217,900 $5.761,100
Retirement + SBP $674,000 $767,900 $1,441,900 $889,800
Other Benefits $76,100 $928,600 $1,004,700 $1,117,400
Total Benefits $750,100 $1,696,500 $2,446,600 $2,007,200|
Total Compensation $1,211,400 $6,453,100 $7,664,500] $7,768,300]

Navy compensation is RMC, special and incentive pays, and benefits as of 1 July 2000

Private Sector compensation is total salary (including base and incentives) and benefits as of 1 July 2000
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Center for Naval Analyses mparison of Total Compensation
Psychiatry

Current Annual Compensation

Years of
Completed Private Sector Private Sector
Navy Service Compensation Element Navy (50th Percentile) (75th Percentile)
7
RMC/Base Salary $63,300 $139,000 $148,200
Incentive Pays $43,000
Total Cash $106,300 $139,000] $148,200]
Total Benefits $36,000 $47,500 $50,700
Total Compensation $142,300 $186,500 $198,900
Years of
Completed Private Sector Private Sector
Navy Service Compensation Element Navy (50th Percentile) (75th Percentile)
12
RMC/Base Salary $77,600 $145,900| $155,200
Incentive Pays $57,000
Total Cash $134,600] $145,900 $155,200
Total Benefits $42,900 $49,800 $53,000
Total Compensation $177,500 $195,700) $208,200
Years of
Completed Private Sector Private Sector
Navy Service Compensation Element Navy {50th Percentile (75th Percentile
17
RMC/Base Salary $86,100 $152,900 $162,3001
Incentive Pays $53,000
Total Cash $139,100 $152,900 $162,300)
Total Benefits $47,400 $52,100 $55,400
Total Compensation $186,500 $205,000 $217,700

Navy compensation is RMC, special and incentive pays, and benefits as of 1 July 2000

Private Sector compensation is total salary (including base and incentives) and benefits as of 1 July 2000
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lll Center for Naval Analyses Comparison of Total Compensation
Psychiatry
Present Value of Future Compensation and Benefits
Median Private Sector Salaries

Years of
Completed Total Private Sector
Navy Service Comp ion Element Navy Service + Second Career = Navy Service (50th Percentife
7 RMC/Base Salary
Incentive Pays
Separation after
7 yrs of service [Total Cash
not an option due
to service Retirement + SBP
i its for [Other Benefits
residency
training. Total Benefits
Total Compensation N/A N/A
Years of
Completed Total Private Sector
Navy Service Compensation Element | Navy Service  + Second Career = Navy Service (50th Percentile)
12 RMC/Base Salary $628,100 $2,001,900 . $2,630,000 $3,074,300
Incentive Pays $377,700 $377,700
Total Cash $1,005,800 $2,001,900 $3,007,700] $3,074,300
Retirement + SBP $550,800 $373,000 $923,800 $533,500
Other Benefits $179,200 $468,400 $647,600 $641,000|
Total Benefits $730,000 $841,400 $1,571,400] $1,174,500]
Total Compensation $1,735,800 $2,843,300 $4,579,100] $4,248,800|
Years of
Completed Total Private Sector
Navy Service Compensation Element | Navy Service _ + Second Career = Navy Service {50th Percentile]
17 RMC/Base Salary $273,900 $2,272,500 $2,546,400] $2,712,100
Incentive Pays $143,500 $143,500
Total Cash $417,400 $2,272,500 $2,689,900| $2,712,100;
Retirement + SBP $674,000 $422,300 $1,096,300) $490,100
Other Benefits $76,100 $486,200 $562,300 $559,800
Total Benefits $750,100 $908,500 $1,658,600 $1,049,900|
Total Compensation $1,167,500 $3,181,000 $4,348,500: $3,762,000

Navy compensation is RMC, special and incentive pays, and benefits as of 1 July 2000

Private Sector compensation is total salary (including base and incentives) and benefits as of 1 July 2000
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Center for Naval Analyses Comparison of Total Compensal
Psychiatry
Present Value of Future Compensation and Benefits
P75 Private Sector Salaries

Years of
Completed Total Private Sector
Navy Service Comp ion Element [ Navy Service  + Second Career = Navy Service (75th Percentile)
7 RMC/Base Salary
Incentive Pays
Separation after
7 yrs of service [Total Cash
not an option due
to service Retirement + SBP
commitments for |{Other Benefits
residency
training. Total Benefits
Total Compensation N/A N/A
Years of
Completed Total Private Sector
Navy Service Compensation Element Navy Service + Second Career = Navy Service (75th Percentile)
12 RMC/Base Salary $628,100 $2,123,900 $2,752,000 $3,270,400|
Incentive Pays $377,700 $377,700:
Total Cash $1,005,800 $2,123,900 $3,129,700 $3,270,400
Retirement + SBP $550,800 $394,500 $945,300| $564,200
Other Benefits $179,200 $491,900 $671,100 $678,800
Total Benefits $730,000 $886,400 $1,616,400] $1,243,000
Total Compensation $1,735,800 $3,010,300 $4,746,100 - $4,513,400|
Years of
Completed Total Private Sector
Navy Service Compensation Element | Navy Service  + Second Career = Navy Service (75th Percentile
17 RMC/Base Salary $273,900 $2,410,100 $2,684,000] $2,879,100
Incentive Pays $143,500 $143,500
Total Cash $417,400 $2,410,100 $2,827,500 $2,879,100|
Retirement + SBP $674,000 $446,700 $1,120,700 $518,300
Other Benefits $76,100 $512,800 $588,900 $592,000
Total Benefits $750,100 $959,500 $1,709,600 $1,110,300
Total Compensation $1,167,500 $3,369,600 $4,537,100 $3,989,400|

Navy compensation is RMC, special and incentive pays, and benefits as of 1 July 2000

Private Sector compensation is total salary (including base and incentives) and benefits as of 1 July 2000
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for Naval Analyses Comparison of Total Compensation
Radiology (Diagnostic)
Gurrent Annual Compensation
Years of
Completed Private Sector Private Sector
Navy Service Compensation Element Navy (50th Percentile) {75th Percentile;
7
RMC/Base Salary $63,300 $206,000; $258,800|
Incentive Pays $57,500
Total Cash $120,800 $206,000 $258,800
Total Benefits $36,000 $67,600 $78,800
Total Compensation $156,800 $273,600 $337,600]
Years of
Completed Private Sector Private Sector
Navy Service Compensation Element Navy (50th Percentile) (75th Percentile
12
RMC/Base Salary $77,600 $212,700 $260,800
Incentive Pays $67,000
Total Cash $144,600 $212,700 $260,800]
Total Benefits $42,900 $70,000 $80,000
Total Compensation $187,500 $282,700 $340,800
Years of
Completed Private Sector Private Sector
Navy Service Compensation Element Navy (50th Percentile) (75th Percentile)
17
RMC/Base Salary $86,100 $219,700 $262,800
Incentive Pays $60,000
Total Cash $146,100] $219,700, $262,800
Total Benefits $47,400 $72,500 $81,200
Total Comp $193,500 $292,200] $344,000

Navy compensation is RMC, special and incentive pays, and benefits as of 1 July 2000

Private Sector compensation is total salary (including base and incentives) and benefits as of 1 July 2000

Page 2-128




153

Center for Naval Analyses Comparison of Total Compensation

Radiology (Diagnostic)
Present Value of Future Compensation and Benefits
Median Private Sector Salaries

Years of
Completed Total Private Sector
Navy Service Comp ion Element Navy Service + Second Career = Navy Service (50th Percentile)
7 RMC/Base Salary
Incentive Pays
Separation after
7 yrs of service [Total Cash
not an option due
to service Retirement + SBP
commi for [Other Benefits
residency
training. Total Benefits
Total Compensation N/A N/A
Years of
Completed Total Private Sector
Navy Service Compensation Element Navy Service + Second Career = Navy Service (50th Percentile;
12 RMC/Base Salary $628,100 $2,827,300 $3,455,400 $4,399,500
Incentive Pays $449,700 $449,700
Total Cash $1,077,800 $2,827,300 $3,905,100 $4,399,500
Retirement + SBP $550,800 $525,200 $1,076,000] $752,100
Other Benefits $179,200 $608,400 $787,600 $863,000
Total Benefits $730,000 $1,133,600 $1,863,600] $1,615,100
Total Compensation $1,807,800 $3,960,900 $5,768,700, $6,014,600
Years of
Completed Total Private Sector
Navy Service Compensation Element Navy Service  + Second Career = Navy Service (50th Percentile)
17 RMC/Base Salary $273,900 $3,202,300 $3,476,200 $3,839,600
Incentive Pays $172,900 $172,900
Total Cash $446,800 $3,202,300 $3,649,100 $3,839,600
Retirement + SBP $674,000 $594,100 $1,268,100 $689,800
Other Benefits $76,100 $644,100 $720,200 $750,400
 Total Benefits $750,100 $1,238,200 $1,988,300 $1,440,200
Total Compensation $1,196,900 $4,440,500 $5,637,400 $5,279,800

Navy compensation is RMC, special and incentive pays, and benefits as of 1 July 2000

Private Sector compensation is total salary (including base and incentives) and benefits as of 1 July 2000
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Radiology (Diagnostic)

Present Value of Future Compensation and Benefits
P75 Private Sector Salaries

Comparison of Total Compensation

Years of
Completed Total Private Sector
Navy Service Compensation Element Navy Service + Second Career = Navy Service (75th Percentile)
7 RMC/Base Salary
Incentive Pays
Separation after
7 yrs of service [Total Cash
not an option due
to service Retirement + SBP
i for [Other Benefits
residency
training. Total Benefits
Total Compensation N/A N/A
Years of
Completed Total Private Sector
Navy Service Compensation Element Navy Service + Second Career = Navy Service (75th Percentile)
12 RMC/Base Salary $628,100 $3,347,900 $3,976,000| $5,394,600|
|Incentive Pays $449,700 $449,700
Total Cash $1,077,800 $3,347,900 $4,425,700 $5,394,600,
Retirement + SBP $550,800 $551,800 $1,102,600 $789,900|
Other Benefits $179,200 $667,000 $846,200 $978,000
Total Benefits $730,000 $1,218,800 $1,948,800 $1,767,900
Total Compensation $1,807,800 $4,566,700 $6,374,500 $7,162,500
Years of
Completed Total Private Sector
Navy Service Compensation Element Navy Service + Second Career = Navy Service (75th Percentile)
17 RMC/Base Salary $273,900 $3,782,200 $4,056,100 $4,593,400
Incentive Pays $172,900 $172,900
Total Cash $446,800 $3,782,200 $4,229,000 $4,593,400|
Retirement + SBP $674,000 $623,600 $1,297,600 $723,900
Other Benefits $76,100 $708,900 $785,000] $835,600
Total Benefits $750,100 $1,332,500 $2,082,600 $1,559,500|
Total Compensation $1,196,900 $5,114,700 $6,311,600] $6,152,900

Navy compensation is RMC, special and incentive pays, and benefits as of 1 July 2000

Private Sector compensation is total salary (including base and incentives) and benefits as of 1 July 2000
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Center for Naval Analyses
Radiology (Therapeutic)

Current Annual Compensation

Years of
Completed Private Sector Private Sector
Navy Service Compensation Element Navy (50th Percentile) (75th Percentile]
7
RMC/Base Salary $63,300 $211,900] $259,100|
Incentive Pays $57,500
Totat Cash $120,800 $211,900] $259,100|
Total Benefits $36,000 $70,000 $71,200
Total Compensation $156,800 $281,900] $330,300]
Years of
Completed Private Sector Private Sector
Navy Service Compensation Element Navy (50th Percentile) (75th Percentile
12
RMC/Base Salary $77,600 $221,000] $271,300
Incentive Pays $67,000
Total Cash $144,600 $221,000 $271,300;
Total Benefits $42,900 $72,900 $75,000
Total Compensation $187,500 $293,900 $346,300)
Years of
Completed Private Sector Private Sector
Navy Service Compensation Element Navy {50th Percentile) {75th Percentile)
17
RMC/Base Salary $86,100 $230,600| $284,100
Incentive Pays $60,000
Total Cash $146,100 $230,600] $284,100
Total Benefits $47,400 $76,000 $79,200
Total Compensation $193,500 $306,600; $363,300)

Navy compensation is RMC, special and incentive pays, and benefits as of 1 July 2000

Private Sector compensation is total salary (including base and incentives) and benefits as of 1 July 2000
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Radiology (Therapeutic)

Present Value of Future Compensation and Benefits
Median Private Sector Salaries

Comparison of Total Com)

Years of
Completed Total Private Sector
Navy Service Comp ion Element Navy Service + Second Career = Navy Service (50th Percentile
7 RMC/Base Salary
Incentive Pays
Separation after
7 yrs of service |Total Cash
not an option due
to service Retirement + SBP
itments for |Other Benefits
residency
training. Total Benefits
‘Total Compensation N/A N/A
Years of
Completed Total Private Sector
Navy Service Compensation Element Navy Service + Second Career = Navy Service (50th Percentile
12 RMC/Base Salary $628,100 $3,023,900 $3,652,000 $4,656,800
Incentive Pays $449,700 $449,700
Total Cash $1,077,800 $3,023,900 $4,101,700] $4,656,800
Retirement + SBP $550,800 $572,600 $1,123,400| $819,100
Other Benefits $179,200 $643,400 $822,600 $911,100
Total Benefits $730,000 $1,216,000 $1,946,000| $1,730,200
Total Compensation $1,807,800 $4,239,900 $6,047,700] $6,387,000
Years of
Completed Total Private Sector
Navy Service Compensation Element | Navy Service _ + Second Career = Navy Service (50th Percentile) |
17 RMC/Base Salary $273,900 $3,425,800 $3,699,700 $4,091,700
Incentive Pays $172,900 $172,900
Total Cash $446,800 $3,425,800 $3,872,600 $4,091,700
Retirement + SBP $674,000 $647,900 $1,321,900, $752,000
Other Benefits $76,100 $683,700 $759,800; $795,700
Total Benefits $750,100 $1,331,600 $2,081,700, $1,547,700
Total Compensation $1,196,900 $4,757,400 $5,954,300 $5,639,400

Navy compensation is RMC, special and incentive pays, and benefits as of 1 July 2000

Private Sector compensation is total salary (including base and incentives) and benefits as of 1 July 2000
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Center for Naval Analyses
Radiology (Therapeutic)
Present Value of Future Compensation and Benefits
P75 Private Sector Salaries

Years of
Completed Total Private Sector
Navy Service Corr ion Element Navy Service + Second Career = Navy Service (75th Percentile)
7 RMC/Base Salary
Incentive Pays
Separation after
7 yrs of service |Total Cash
not an option due
to service Retirement + SBP
commitments for |Other Benefits
residency
training. Total Benefits
Total Compensation N/A N/IA
Years of
Completed Total Private Sector
Navy Service Comp ion Element Navy Service + Second Career = Navy Service {75th Percentile}
12 RMC/Base Salary $628,100 $3,731,900 $4,360,000 $5,716,100]
Incentive Pays $449,700 $449,700
Total Cash $1,077,800 $3,731,900 $4,809,700 $5,716,100
Retirement + SBP $550,800 $619,300 $1,170,100] $885,400
Other Benefits $179.200 $668,900 $848,100] $936,000
Total Benefits $730,000 $1,288,200 $2,018,200 $1,821,400|
Total Compensation $1,807,800 $5,020,100 $6,827,900 $7,537,500
Years of
Completed Total Private Sector
Navy Service Compensation Element | Navy Service  + Second Career = Navy Service (75th P
17 RMC/Base Salary $273,900 $4,229,500 $4,503,400] $5,041,400
Incentive Pays $172,900 $172,900
Total Cash $446,800 $4,229,500 $4,676,300] $5,041,400|
Retirement + SBP $674,000 $701,100 $1,375,100 $813,500
Other Benefits $76,100 $713,300 $789,400) $826,400
Total Benefits $750,100 $1,414,400 $2,164,500) $1,639,900
Total Compensation $1,196,900 $5,643,900 $6,840,800 $6,681,300

Navy compensation is RMC, special and incentive pays, and benefits as of 1 July 2000

Private Sector compensation is total salary (including base and incentives) and benefits as of 1 July 2000
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Center for Naval Analyses Comparison of Total Compensation
Urology

Current Annual Compensation

Years of
Completed Private Sector Private Sector
Navy Service Compensation Element Navy (50th Percentile) (75th Percentile)
7
RMC/Base Salary
Navy physician [Incentive Pays
is in residency
training program |Total Cash
at 7 years of
service Total Benefits
N/A N/A
Total C:
Years of
Completed Private Sector Private Sector
Navy Service Compensation Element Navy (50th Percentile) (75th Percentile)
12
RMC/Base Salary $77,600 $198,400 $221,500
Incentive Pays $64,000
Total Cash $141,600 $198,400] $221,500
Total Benefits $42,900 $64,600 $71,300
| Total Compensation $184,500 $263,000] $292,800
Years of
Completed Private Sector Private Sector
Navy Service Compensation Element Navy (50th Percentile) (75th Percentile
17
RMC/Base Salary $86,100 $208,000] $232,000
Incentive Pays $57.000
Total Cash $143,100 $208,000 $232,000
Total Benefits $47,400 $67,800 $74,700
Total Comp $190,500 $275,800; $306,700

Navy compensation is RMC, special and incentive pays, and benefits as of 1 July 2000

Private Sector compensation is total salary (including base and incentives) and benefits as of 1 July 2000
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Center for Naval Analyses Comparison of Total Compensation

Urology

Present Value of Future Compensation and Benefits
Median Private Sector Salaries

Years of
Completed Total Private Sector
Navy Service Compensation Element Navy Service + Second Career = Navy Service (50th Percentile)
7 RMC/Base Salary

Incentive Pays

Separation after
7 yrs of service [Total Cash

not an option
because Retirement + SBP
physician is in | Other Benefits
residency
training. Total Benefits
Total Compensation N/A N/A
Years of
Completed Total Private Sector
Navy Service Compensation Element | Navy Service  + Second Career = Navy Service (50th Percentile
12 RMC/Base Salary

Incentive Pays

Separation after
12 yrs of service [Total Cash
not an option due

to service Retirement + SBP
itments for |Other Benefits
residency
training. Total Benefits
Total Compensation N/A N/A
Years of
Completed Total Private Sector
Navy Service Compensation Element Navy Service + Second Career = Navy Service (50th Percentile
17 RMC/Base Salary $273,900 $3,100,000 $3,373,900! $3,691,400
Incentive Pays $164,300 $164,300
Total Cash $438,200 $3,100,000 $3,538,200 $3,691,400
Retirement + SBP $674,000 $586,000 $1,260,000 $679,900
Other Benefits $76,100 $617,800 $693,900| $714,500
Total Benefits $750,100 $1,203,800 $1,953,900 $1,394,400
Total Compensation $1,188,300 $4,303,800 $5,492,100 $5,085,800

Navy compensation is RMC, special and incentive pays, and benefits as of 1 July 2000

Private Sector D ion is total salary (il ling base and i i and benefits as of 1 July 2000
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Center for Naval Analyses Comparison of Total Compensati

Urology

Present Value of Future Compensation and Benefits
P75 Private Sector Salaries

Years of
Completed Total Private Sector
Navy Service Compensation Element Navy Service + Second Career = Navy Service (75th Percentile’
7 RMC/Base Salary

Incentive Pays

Separation after
7 yrs of service |Total Cash

not an option
because Retirement + SBP
physician is in  |Other Benefits
residency
training. Total Benefits
Total Compensation N/A N/A
Years of
Completed Total Private Sector
Navy Service Compensation Element Navy Service + Second Career = Navy Service (75th Percentile
12 RMC/Base Salary
Incentive Pays

Separation after
12 yrs of service [Total Cash
not an option due
to service Retirement + SBP

i ts for [Other Benefits

residency
training. Total Benefits
Total Compensation N/A N/A
Years of
Completed Total Private Sector
Navy Service Compensation Element Navy Service + Second Career = Navy Service (75th Percentile)
17 RMC/Base Salary $273,900 $3,454,900 $3,728,800 $4,1186,400|
Incentive Pays $164,300 $164,300]
Total Cash $438,200 $3,454,900 $3,893,100] $4,116,400
Retirement + SBP $674,000 $639,300 $1,313,300] $741,500
Other Benefits $76,100 $673,900 $750,000 $782,200
Total Benefits $750,100 $1,313,200 $2,063,300 $1,523,700
Total Compensation $1,188,300 $4,768,100 $5,956,400 $5,640,100

Navy compensation is RMC, special and incentive pays, and benefits as of 1 July 2000

Private Sector compensation is total salary (including base and incentives) and benefits as of 1 July 2000
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Appendix A: Assumptions

Career Profiles
Navy Physicians:

Navy physicians are assumed to enter active service at age 26 following
completion of medical school. Residency and fellowship training are assumed to
occur while on active duty.

Separate career profiles' are developed for each specialty in the study. These
profiles represent the predominant or most typical experience in that specialty.
All entering Navy physicians are assumed to serve one year of internship (GME-
1) immediately upon entering active duty, followed by two years as a General
Medical Officer (GMO). All specialty training is assumed to begin following the
GMO tour. Table A-7 at the end of this Appendix illustrate the career profiles,
training lengths, and training Active Duty Service Commitments (ADSCs) for
each specialty.

All entering physicians are assumed to carry a four-year ADSC resulting from a
four-year Armed Forces Health Professional Scholarship Program.  This
commitment is “worked down” beginning with the GMO tour. No active duty
obligation is discharged when in GME-1 or residency training.  Attending
residency training produces additional ADSCs and these commitments are
served concurrently with the remaining ADSC following completion of in-service
residency training. For example, a Navy physician attending radiology residency
training will enter the program with a two-year ADSC from the scholarship
program subsidization, and will incur an additional four-year commitment from
residency. However, after residency training, the remaining two-year service
commitment from medical school is served concurrently with the four-year
obligation from radiology training.

Table A-7 also indicates promotion points to O-4, O-5 and O-6. There are no
ADSCs that would prohibit separation at any time following a promotion.
However, current policy requires physicians to serve two years time in grade to
be eligible for retirement. The separations modeled in this study (following 7, 12
and 17 years of service) are unaffected by promotions.

Private Sector Physicians:

! The Bureau of Medicine and Surgery (MED-OOMC) approved the career profiles, training lengths, active
duty service commitments and specialty pays used in the study.
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Private sector physicians are assumed to enter practice following completion of
residency/specialty training. For total compensation purposes, private sector
physicians are compared with Navy physicians having the same number of years
of practice in the specialty.

For example, a Navy family practice physician with seven years of completed
service (one year of GME-1, two years of GMO, two years of residency, and two
years in a staff utilization tour) would be compared with a private sector family
practice physician with two completed years of practice.

In the case of fellowship training, the Navy physician would be compared with the
private sector internal medicine specialist through completion of fellowship
training, then with the appropriate subspecialty, for example, cardiology. In this
example, the Navy physician one year out of fellowship training would be
compared with a private sector cardiologist with one year of practice.

Cash Compensation®
Navy Physicians:

Cash compensation for Navy physicians consists of Regular Military
Compensation and incentive pays.

Regular Military Compensation (RMC). RMC is composed of Basic Pay, Basic

Allowance for Housing, Basic Allowance for Subsistence, and the tax advantage
accruing to the non-taxable nature of housing and subsistence allowances.
Basic pay represents approximately 66 percent of RMC for an O-8 and
approximately 75 percent of RMC for an O-6. The study was based on the 1 July
2000 RMC table, shown in Table A-7 at the end of this Appendix for the grade
and year of service combinations in this study.

Incentive pays are Variable Special Pay (VSP), Additional Special Pay (ASP),
Board Certification Pay (BCP), Incentive Special Pay (ISP) and Multi-year
Special Pay (MSP). Incentive pays are assumed to be paid in annual installments
based on specialty and year of service (as appropriate). Payments are at rates
effective 1 October 1999. Because future increases in incentive pays are subject
to legislation, the study assumes current payment levels remain unchanged.

Variable Special Pay (VSP). VSP varies by year of service. The payment
amounts are the same for each specialty we examined and are shown in Table
A-7.

Additional Special Pay (ASP). ASP is $15,000 for each year earned. ASP is not
payable during periods of internship (GME-1) or initial residency training. ASP is

2 The study did not consider the subsidization value for the Armed Forces Health Professional Scholarship
Program, nor did it make compensation comparisons during the period of residency training.

HayGroup Page A-2



172

Center for Naval Analyses Comparison of Physician Total Compensation

payable during periods of fellowship training if the physician treats patients as
part of the training regime. The study assumes ASP is payable during fellowship
training. Table A-7 shows the ASP payment schedules used in the study.

Board Certification Pay (BCP). BCP payments begin after successfully
completing board certification examinations following residency training, and the
amounts vary by year of service. The study assumes that internal medicine and
family practice physicians will pass board certification exams by the end of the
first year following residency.  General surgeons, orthopedic surgeons and
radiologists are assumed to pass certification exams by the end of the second
year following residency. Payment of BCP for subspecialties follows the same
assumptions as for internal medicine. Table A-7 at the end of the Appendix
illustrates the payment schedules for each specialty.

Incentive Special Pay (ISP). ISP requires a one-year service contract. Payment
varies by specialty and is assumed to begin the fiscal year following residency
training. Payment amounts do not vary by year of service. The three
subspecialties receive ISP for internal medicine until completion of fellowship
training, then begin receiving the ISP for their subspecialty. ISP amounts are
also shown in Table A-7.

Multivear Special Pay (MSP). MSP is payable to Navy physicians signing
contracts for two, three or four years of additional service. Payment amounts
vary by specialty. To qualify, physicians must have either discharged all ADSC's
for training or completed at least eight years creditable service as determined by
their Health Profession Pay Entry Date (HPPED). If a physician qualifies to
receive MSP after completing at least eight years creditable service as
determined by their HPPED but has not completed all ADSC for training, at some
time prior to separation or retirement the physician may not receive MSP for the
number of years equivalent to the remaining period of obligated service. For
example, if a radiologist with a two-year ADSC for training begins receiving MSP
after completing at least eight years of creditable service as determined by their
HPPED, that physician would not be able to receive MSP during the two-year
period immediately preceding separation or retirement. Table A-7 illustrates the
MSP payment schedules used in this study.

Combining the various special and incentive pays results in the total annual
payments shown in Table A-8 at the end of the Appendix.

Private Sector Physicians:
Base, incentive and total salary data are taken from the Hay Group 1999

Physicians’ Total Compensation Survey. Survey data are effective as of mid-
1999. We adjusted all data to 2000 by applying a 4.5 percent trend factor.

HayGroup Page A-3



173

Center for Naval Analyses Comparison of Physician Total Compensation

Participants in the Physician's survey included 91 healthcare organizations in
one of three categories: 1) group practices (29 percent), 2) Health Maintenance
Organizations (HMOs) (15 percent), and 3) hospital based facilities (56 percent).
The data from these organizations represent over 22,300 physician incumbents.
The list of participating organizations is provided in Appendix B. The following
table illustrates several characteristics of the organizations.

Table A-1: Characteristics of Participating Organizations
Category Median Gross Average Number of | Average Number of

Revenue Employed Operating/Staffed
(Millions) Physicians Beds

Group Practice $107.1M 251 N/A

HMO $217.9M 677 N/A

Hospital Systems $679.4M 187 1,132

Hospitals/Medical $306.6M 119 388

Centers

Compensation data used in the study is for employed staff physicians only.
Physicians serving as executives, medical directors, or faculty are excluded.

Total salary is the sum of base salary, incentives and other compensation.
Sixty-nine percent of the organizations have incentive or bonus plans, and 47
percent of incumbents received an incentive or bonus payout. Details by type of
facility are shown in Table A-2.

Table A-2: Prevalence and Payouts of Incentive Programs

Group Hospital-Based Total for all

Practice HMO Facility Physicians
Percentage Offering an 74% 86% 59% 69%
Incentive Program

Percentage of Physicians Receiving an Incentive

All Physician Specialties 36.5% 67.4% 23.2% 46.5%
Primary Care 47.3% 62.1% 19.9% 47.0%
Other Specialties 30.1% 72.5% 25.7% 46.1%

Other compensation includes:

* Board fees

= Partnership or other equity distribution

= Profit sharing payout

= Propenty distribution

» On-call differential

= Qvertime

= Hire-in bonus or other recruiting incentives

= Distribution from owned ancillary services, and
= Administrative differential.
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Individual private sector compensation data are not separately identified by
whether the physician is board certified or a graduate of a U.S. medical school.
These factors can affect total compensation levels. In some cases, survey
respondents indicated the employer applied a salary differential for board
certification, but specific amounts are not available. Most Navy physicians are
eventually board certified and a majority are graduates of U.S. schools.
Consequently, total private sector compensation data are shown for the median
(50™ percentile®) and the 75" percentile®. We believe this presents a reasonable
range within which it is possible to make valid comparisons.

Annual base salary and total salary (including incentives and other
compensation) are provided for selected years of practice in Tables A-3 and A-4
below.

Table A-3: Annual Total Compensation (Median) — Private Sector
Physicians’ by Years of Practice in the Specialty/Subspecialty
Specialty/Subspecialty 3 Years 9 Years 15 Years
Anesthesiology $207,108 $215,854 $224,600
Cardiology (Invasive) 225,360 229,790 234,220
Dermatology 175,715 186,144 196,574
Emergency Medicine 179,741 189,324 198,906
Family Practice 131,813 135,453 139,094
Gastroenterology 190,810 195,553 200,295
General Surgery 184,742 201,687 218,632
Hematology/Oncology 165,295 181,056 196,188
Internal Medicine 140,254 149,631 159,009
Neurology 158,933 166,806 174,679
Neurosurgery 339,225 329,781 320,337
Obstetrics/Gynecology 197,958 205,615 213,271
Industrial & Occupational Medicine 151,784 152,446 153,108
Ophthalmology 166,871 185,775 204,679
Orthopedic Surgery 237,571 251,621 265,671
Otolaryngology 238,925 233,081 227,237
Pathology 163,339 175,733 188,126
Pediatric Primary Care 130,596 139,164 147,732
Physical Medicine & Rehabilitation 153,279 155,170 157,060
Plastic & Reconstructive Surgery 184,742 233,443 251,786
Psychiatry 140,349 148,685 157,021
Radiology (Diagnostic) 208,495 216,899 225,303
Radiology (Therapeutic) 215,493 226,664 238,697
Urology 294,671 206,081 218,479
1. Source: 1999 Hay Physician’s Compensation Survey. Salaries are trended to 1 July 2000.

3 The median value divides the data set in half. Half of the physicians have total annual compensation
above the median and half have total compensation below the median.

* Twenty-five percent of physicians have incomes above the 75" percentile, and 75 percent of physicians
have income below the 75" percentile.
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Table A-4: Annual Total Compensation (75" Percentile) - Private Sector
Physicians' by Years of Practice in the Specialty/Subspecialty
Specialty/Subspecialty 3 Years 9 Years 15 Years
Anesthesiology $227,501 $239,458 $251,414
Cardiology (Invasive) 266,655 268,139 269,622
Dermatology 190,374 204,587 218,826
Emergency Medicine 194320 208156 221,991
Family Practice 152,250 159,505 166,759
Gastroenterology 218,866 223,016 227,167
General Surgery 220,834 239,079 255,324
Hematology/Oncology 187,658 197,989 208,321
Internal Medicine 152,538 165,151 177,765
Neurology 177,096 185,119 193,141
Neurosurgery Insufficient data for reliable estimate of 75" percentile
Obstetrics/Gynecology 219,973 229,593 239,214
Industrial & Occupational Medicine 164,200 168,143 172,086
Ophthalmology 204,861 222,182 239,503
Orthopedic Surgery 274,135 284,297 294,459
Otolaryngology 245,670 262,042 278,415
Pathology 218,219 221,738 225,257
Pediatric Primary Care 138,835 156,251 173,668
Physical Medicine & Rehabilitation 171,809 181,554 191,309
Plastic & Reconstructive Surgery 222,834 314,229 324,257
Psychiatry 149,567 158,032 166,498
Radiology (Diagnostic) 259,589 262,022 264,455
Radiology (Therapeutic) 263,932 278,835 295,050
Urology 217,403 229,856 243,350
1. Source: 1999 Hay Physician’s Compensation Survey. Salaries are trended to 1 July 2000.

Benefits

Benefit categories for active service Navy and private sector physicians are
shown in Table A-5. The Benefit Value Comparison (BVC) methodology
described in Appendix C is used to calculate a value for each benefit category in
Table A-5.
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Table A-5: Navy and Private Sector Physician Benefit Categories (Active
Service)

Benefit Category Navy Private Sector
Group Life Servicemen’s Group Life Insurance | Basic Group Life
Insurance (SGLI) Supplemental Group Life
Veterans Group Life Insurance Dependent Group Life
(VGLI) Basic Accidental Death
Dependency and Indemnity Business Travel Insurance
Compensation (DIC)
Death Gratuity
Burial Allowance
Social Security Death Benefit
Unused Leave Payback
Disability Short Term Disability Short Term Disability
Long Term Disability (Temporary Long Term Disability
and Permanent Disability
Retirement)
Health Care Medical and Dental for Physician Health Care Insurance (Medical,
and Family (MTF and Tricare) Dental, Vision)
Pension Plan Military Retirement System Defined Benefit Pension Plan
Survivor Benefit Plan
Capital No military analogue currently 401(k) or 403(b) plans
Accumulation Plan | available
Holidays/Vacation | Holidays Holidays
Leave Vacations
Other Benefits Commissary Flexible Benefits Programs
Exchange
Morale, Welfare and Recreation
(MWR)
Personal legal services
Child care
Statutory Benefits | Unemployment Compensation Unemployment Compensation
Workmen’s Compensation Workmen’s Compensation
Social Security Social Security

All Navy physicians are assumed to retire under the military retirement system
that bases payments on the average of the highest three years of basic pay
(High-3 system). Currently serving physicians who are at or near the 7 and 12
year of service points entered military service following enactment of the Military
Retirement Reform Act of 1996 and are covered by that system (REDUX).
However, the FY2000 National Defense Authorization Act authorized all REDUX
participants the opportunity to transfer to the High-3 system at their fifteen year of
service points. The study assumes that all physicians will transfer to the High-3
system.

Military benefits for retired Navy physicians working in the private sector include

military retirement and the survivor benefit plan. The study does not include the
value of several benefits under the presumption that they would not be used.
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These include retiree medical care, commissary and exchange, MWR, childcare,
and use of installation legal services.

Benefits for retired private sector physicians include pension and capital
accumulation plans, survivor benefit plans, and retiree health coverage.

Economic Assumptions

Economic assumptions regarding future inflation, salary growth, and interest are
needed to compute the present values of future income and benefit streams.
The study uses assumptions adopted by the DoD Office of the Actuary in the
annual valuation of the military retirement system. Table A-6 shows the values
used. In combination, these assumptions indicate future wage growth will be 0.5
percent above inflation and future interest rates will be 3.0 percent above
inflation.

Table A-6: Economic Assumptions

Inflation 3.5%
Wage Growth 4.0%
Interest 6.5%

The interest rate also represents the discount rate or an individual's time
preference for money. Very conservative individuals generally display a low
discount rate with reflects a relatively even preference between receiving a dollar
today or a dollar at some time in the future. Less conservative individuals
generally display higher discount rates; they have a stronger preference for
receiving a dollar today than a dollar sometime in the future.

The Office of the Actuary’s interest rate assumption reflects a relatively
conservative long-term view of future interest rates. Individual physicians having
a less conservative view of future interest rates and a pronounced preference for
income at now versus income in the future may want to use a higher discount
rate in comparing Navy and private sector compensation. The effect of using a
higher discount rate is to lower the lump sum equivalent value of the future Navy
compensation relative to the private sector.

Mortality Assumptions

The source for active duty, retired and survivor mortality rates was the DoD
Office of the Actuary Valuation of the Military Retirement System. These rates
were applied to both Navy and private sector lives assuming that mortality for a
specific individual would not be significantly affected by whether he or she
remained affiliated with the Navy.
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Appendix B: Private Sector Survey Participants

Group Practices (26)

Camino Medical Group (Sunnyvale, CA)

Children's Associated Medical Group, Inc. (San Diego, CA)

The Children's Heart Center (Atlanta, GA)

Children's Physicians/Children's Hospital (Omaha, NE)

Clinical Care Associates of the University of Pennsylvania Health System
(Radnor, PA)

Cook Children's Physician's Network (Fort Worth, TX)

Emory Clinic (Atlanta, GA)

Fairfield Medical Group, Inc. (Fairfield, CA)

Harvard Vanguard Medical Associates (Brookline, MA)

Hitchcock Clinic (Lebanon, NH)

Kelsey-Seybold Clinic, P.A. (Houston, TX)

Lovelace Health Systems, Inc. (Albuguerque, NM)

Mayo Clinic (Rochester, MN)

MedPro {Phoenix, AZ)

Mercy Health Centers (San Diego, CA)

MeritCare Medical Group (Fargo, ND)

Munson Healthcare, Inc. (Traverse City, M)

Northwestern Medical Faculty Foundation, Inc. (Chicago, IL)

Providence Medical Group (Seattle, WA)

Sharp HealthCare (San Diego, CA)

Southwest Medical Associates (Las Vegas, NV)

SSM Health Care (St. Louis, MO)

University of Minnesota Physicians (Minneapolis, MN)

Valley Children's Hospital Specialty Medical Group (Fresno, CA)

Virginia Mason Medical Center (Seattle, WA)

York Health System Medical Group (York, PA)

HMOs (14)

Blue Cross Blue Shield of Michigan (Detroit, MI)

Carolina Permanente Medical Group, P.A. (Raleigh, NC)
CIGNA Corporation (Bloomfield, CT)

Colorado Permanente Medical Group, P.C. (Denver, CO)
Family Health Plan Cooperative (Milwaukee, W1)

Group Health Cooperative (Madison, WI)

Group Health Permanente (Seattle, WA)

Horizon Blue Cross Blue Shield of New Jersey (Newark, NJ)
M.L.T. Medical Department (Cambridge, MA)

Northeast Permanente Medical Group, P.C. (Farmington, CT)

HayGroup Page B-1
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Northwest Permanente Medical Group, Inc. (Portland, OR)

Ohio Permanente Medical Group, Inc. (Cleveland, OH)

The Permanente Medical Group, Inc. (Oakland, CA)

Southern California Permanente Medical Group (Pasadena, CA)

Hospital-Based Facilities (51)

Advocate Health Care (Oak Brook, IL)

All Children's Hospital (St. Petersburg, FL)

Alta Bates Medical Center (Berkeley, CA)

Atlantic Health System (Florham Park, NJ)

Aurora Health Care, Inc. (Milwaukee, W1)

Baylor College of Medicine (Dallas, TX)

Brockton Hospital (Brockton, MA)

Children's Health Care Associates (Philadelphia, PA)
Children's Health System (Milwaukee, W1)

The Children's Hospital (Denver, CO)

Children's Hospital (New Orleans, LA)

Children's Hospital Medical Center of Akron (Akron, OH)
Children's Hospital of Alabama (Birmingham, AL)

The Children's Medical Center (Dayton, OH)

Children's Mercy Hospital (Kansas City, MO)

Children's Specialty Group, PLLC (Norfolk, VA)
Connecticut Children's Medical Center (Hartford, CT)
Detroit Medical Center (Detroit, MI)

DuBois Regional Medical Center (DuBois, PA)

Egleston Children's Health Care System (Atlanta, GA)
Fairview Hospital - Cleveland Clinic Health System (Cleveland, OH)
Fairview Hospital and Healthcare Services (Minneapolis, MN)
Greenville Hospital System (Greenville, SC)
Intermountain Health Care, Inc. (Salt Lake City, UT)
Latrobe Area Hospital (Latrobe, PA)

Legacy Health System (Portland, OR})

Lehigh Valley Hospital (Allentown, PA)

Long Beach Memorial Medical Center (Long Beach, CA)
Madigan Army Medical Center (Tacoma, WA)

Mary Imogene Bassett Hospital (Cooperstown, NY)
MedStar Baltimore Division, dba Helix Health System (Lutherville, MD)
Memorial Hospital (Colorado Springs, CO)

Memorial Sloan-Kettering Cancer Center (New York, NY)
Mercy Health Services (Farmington Hills, M1)

Methodist Medical Center of lllinois (Peoria, IL)

Miami Children's Hospital (Miami, FL)

Mt. Clemens General Hospital (Mount Clemens, M)
North Memorial Medical Center (Robbinsdale, MN)
Parkland Health and Hospital System (Dallas, TX)
Phoenix Children's Hospital (Phoenix, AZ)

HayGroup Page B-2
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Pinnacle Health System (Harrisburg, PA)

Presbyterian Healthcare Services (Albuquerque, NM)

Providence Health System - Oregon Region (Portland, OR)
Sarah Bush Lincoln Health Center (Mattoon, IL)

Southern New Hampshire Regional Medical Center (Nashua, NH)
Southwestern Vermont Medical Center (Bennington, VT)

St. Joseph's Regional Medical Center, Inc. (South Bend, IN)
State of Minnesota Department of Human Services (St. Paul, MN)
University of Texas Medical Branch at Galveston (Galveston, TX)
Valley Medical Center (Renton, WA)

York Hospital (York, PA)

HayGroup Page B-3
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Appendix C: Benefit Value Comparison (BVC) Methodology

The salary-equivalent values allocated with each employee benefit are derived through
the use of a “standard cost” model. The purpose of this approach is to eliminate the
effect of differences in employee population, financing methods and other factors that
can result in identical benefit programs in two different organizations having different
costs. Under this approach, standard assumptions were derived for all factors other than
benefit provisions (e.g. employee population, financing method, etc.) and applied
uniformly to all organizations. The “standard assumptions” are based on the national
average private sector exempt employee population and the most common funding
methods.

The methods used to value each type of benefit are those generally used by companies to
fund each benefit. Therefore, group insurance rates were developed through the use of
group rate manuals of major underwriters for those benefits that are generally insured.
The defined benefit retirement value factors were developed reflecting major companies’
employee populations and experience using reasonable actuarial assumptions as to
interest, salary increases and other factors that affect retirement payments.

The results are salary-equivalent benefit values that represent the approximate cost of
providing each benefit program to an average salaried employee population in a large
private sector organization. Because these values are based on a standard private sector
work force and funding assumptions, they will be referred to as standard BVCs.

Standard BVC values are then teduced by the amount of any employee cost sharing in
order to reflect that portion of the plan that is paid for by the employer. Accordingly,
these values are called employer-provided or EP values. For plans that require an
employee contribution, these salary-equivalent EP values represent only the portion of
the total value that is employer paid. Defined contribution retirement plans (401(k)
plans) provide a good example. The benefit value for the private sector 401(k) plan is
based only on the employer matching contribution. The model assumes that participants
will contribute enough of their own salary to receive the maximum employer match. In
this study, the most prevalent private sector practice resulted in a maximum 2.5 percent
employer matching contribution.

In addition to the employer-provided standard BVCs, the Navy and private sector
benefits were also valued as if they had been applied to the Navy workforce. These are
referred to as military employer-provided BVCs and are the benefit values used in this
study. If there existed a known DoD cost analogous to a BVC, such as the normal cost of
the military retirement system, that cost was used as the BVC and the private sector BVC
was recalibrated on that basis. While this process produces a different set of values for
each comparator’s benefits package, the relative values of the different benefits remain
unchanged. The values are simply rescaled. However, the sum of the values of all
benefits does change as more value is based on the unit cost of some programs and less
on the unit cost of others. The advantage of this approach is that it uses known military

HayGroup Page C-1
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benefit cost factors, employs the demographics of the military work force, and is,
therefore, a more appropriate baseline for this analysis.

The BVCs shown in the study are the average values (costs) for benefits for the Navy and
private sector physician work forces, assuming a workforce with military demographic
characteristics. As averages, the values do not represent the values for any specific
individual. While it is not possible to present the values for specific individuals it is
important to understand how the values might vary depending on an individual’s
circumstances.

Some benefits, such as annual leave in the Navy, have approximately the same economic
value for all members. Most of the benefits, however, can vary widely depending on the
circumstances of the employee. For instance, health insurance has little economic value
for a young, healthy singe employee or servicemember but the economic values are much
higher than the average BVC for a married employee with a spouse or child with a severe
medical problem.

The variation in economic value is most diverse for the retirement system. A young
uniformed service physician who does not plan to stay beyond the first obligated period
of service will receive no economic value from the retirement system. However, a
uniformed service physician with 17 years service will receive a benefit that is worth
much more than the average BVC simply by staying to 20 years.

The range is even wider when it comes to the employee’s perceived value of benefits.
Even an employee who might eventually stay to retirement will place little value on the
retirement benefit early in the career. On the other hand, the employee with a dependent
who is at risk for severe medical problems may place a much higher value on health care
than a strict economic analysis would predict.

In considering the BVCs it is important to recognize what the value is and to understand
what it is not. The BVC is an average cost of benefits for all employees. It is not the
economic value for any individual member, and it is even less the perceived value of any
individual member. The BVCs provide a quantitative measure of the relative cost of the
overall benefits package. The use of the analysis should be tempered with consideration
of the economic and perceived values for the individuals being considered.

HayGroup Page C-2

STABLE FUNDING

Admiral NELSON. The second area of concern to me and it is one
I raised last year. That is the need for stable, predictable, and suf-
ficient funding for the direct care system. It is necessary for the
three medical departments to run our hospitals and our clinics, to
make them the most efficient that they can be.

Our military health system optimization plan emphasizes max-
imum use of the direct care system for hospitals and clinics, but
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adequate business planning and implementation of that requires
dependable resources throughout the year. I think we have a re-
sponsibility, just as Senator Domenici said, we have a responsi-
bility to bring you an honest health care budget request, one that
recognizes the true costs of quality health care.

We as services cannot thrive on the year-end emergency
supplementals. The year-end supplementals do not allow us invest-
ment in the future. It allows us to take care of immediate things,
but not really invest for the future. We have to get past the
supplementals.

PREPARED STATEMENT

We are committed to working with this committee, to working
with the Congress, to improve military health care. I appreciate the
support that this committee has been over the years that I have
been surgeon general and I thank you very much for that.

Thank you, sir.

[The statement follows:]

PREPARED STATEMENT OF VICE ADMIRAL RICHARD A. NELSON

Chairman Stevens, Senator Inouye and distinguished Senators, thank you for the
?pportunity to review Navy Medicine’s accomplishments in 2000 and plans for the
uture.

This has been a challenging and rewarding year for the Navy Medical Depart-
ment. We have successfully responded to many challenges placed before us. We con-
tinue to face a period of unprecedented change for medicine. Our health system
must remain flexible as we incorporate new technologies and advances in medical
practice, struggle to maintain our facilities, optimize our health care delivery, em-
brace new health benefits, enhance patient safety, and increase our ability to pro-
vide care to beneficiaries over age 65 in the coming months. Navy Medicine has
been working tirelessly to maintain our superior health services in order to keep our
service members healthy and fit and ready to deploy while providing a high quality
health benefit to all our beneficiaries. As you know, healthcare is an especially im-
portant benefit to service members, retirees and family members. It is an important
recruitment and retention tool. For active duty members and their families it’s one
of the key quality of life factors affecting both morale and retention. Additionally,
the benefits afforded to retirees are viewed by all as an indicator of the extent to
which we honor our commitments. The expanded health care benefits in last year’s
National Defense Authorization Act were most welcomed by all our beneficiaries and
will help restore the faith of our retirees in Military Health Care. However, we must
also ensure the provisions are delivered and that sufficient resources are available
now and in the future to avoid making a commitment we can’t afford to keep.

Global Force Health Protection

The year 2000 has seen Navy Medical Department personnel assigned to Navy
and Marine Corps forces world wide, many of whom are deployed with our under-
way ships or in forward areas. This year, thousands of Navy medical personnel sup-
ported joint service, Marine Corps, and Navy operations and training exercises.

Our medical personnel have provided humanitarian relief to many countries
around the globe. During periods of social unrest, Navy medical personnel provided
environmental and preventive medical assistance in Guatemala, Columbia, Peru
and Micronesia. In support of our national strategy to assist governments pursuing
democracy and independence, our medical personnel assisted in Russia, East Timor,
Indonesia, Samoa, and Mozambique, coordinating humanitarian relief, epidemiology,
preventive medicine, dentistry, and ophthalmology support. Despite the challenges
of working in austere environments, these deployments have provided a valuable op-
portunity to hone our medical skills and test our readiness while providing relief
to people in need.

During the tragic events of recent military and commercial airline crashes, Navy
medicine quickly mobilized Special Psychiatric Rapid Intervention Teams (SPRINT)
to assist servicemen, families and civilians through their grieving process. Most re-
cently, a SPRINT team deployed to assist the 318 uninjured crewmembers of USS
COLE after the recent terrorist attack in Yemen. In addition, a task-organized Fleet
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Surgical Team deployed to augment the medical capability in theater in support of
the forces still operating in the high threat environment.

As we move into this new millennium, our Navy and Marine Corps men and
women are called upon to respond to a greater variety of challenges worldwide. This
means the readiness of our personnel is now more important than ever. Military
readiness is directly impacted by Navy Medicine’s ability to provide health protec-
tion and critical care to our Navy and Marine Corps forces, which are the front line
protectors of our democracy. That’s what military medicine is all about—keeping our
forces fit to fight.

I am also pleased to report that we recently implemented a new Reserve Utiliza-
tion Plan (RUP) that will optimize our use of reservists during peacetime and con-
tingencies. The Medical RUP is Navy Medicine’s plan for achieving full integration
of Medical Reserves into the Navy Medical Department. Prior to the Total Force
Policy, the Medical Reserves were considered a “Force in Reserve,” to be called upon
during national emergency.

Taking Care of the Fleet

Under our theme of “Force Health Protection,” we will place special emphasis on
keeping Sailors and Marines healthy and fit and ensuring our deployable platforms
are ready to deliver effective casualty care—Manage Health Not Just Illness. The
Force Commander Health Promotion Unit Award (which we call the Green “H”) is
used to measure one aspect of Fleet medical readiness. It enhances the health, fit-
ness and mental well being of our Sailors through their involvement and participa-
tion in unit health promotion initiatives. This award is a tangible, visible measure
of the operational force’s progress toward prevention and population health, since
those commanding officers who earn the Green “H” are authorized to paint it on
their ship’s superstructure.

This year, more than 130 ships or units have earned the right to paint the Green
“H” on their bridge wings, reflecting decreases in alcohol related events and tobacco
use rates, as well as increased physical readiness test scores.

Readiness

Navy Medicine tracks and evaluates overall medical readiness using the readiness
of the platforms as well as the readiness of individual personnel assigned to those
platforms. The platforms include the two one thousand bed hospital ships, 6 Active
duty and 4 Reserve 500 Bed Fleet hospitals, as well as medical units supporting
Casualty Receiving and Treatment Ships (CRTS), units assigned to augment Marine
Corps, and overseas hospitals. One of our measures of readiness is whether we have
personnel with the appropriate specialty assigned to the proper billets; that is, do
we have surgeons assigned to surgeon billets and Operating Room Nurses assigned
to Operating Room Nurse billets, etc.

The readiness of a platform also involves issues relating to equipment, supplies
and unit training. Currently these are tracked separately. Navy Medicine is devel-
oping a metric to measure the readiness of platforms using the Status of Resources
and Training System (SORTS) concept tailored specifically to measure specific med-
ical capabilities such as surgical care or humanitarian services. Navy Medicine also
monitors the deployment readiness of individual personnel within the Navy Medical
Department. Personnel are required to be administratively ready and must meet in-
dividual training requirements such as shipboard fire fighting, fleet hospital orienta-
tion, etc. The compliance of individual personnel is tracked through a database
called Standard Personnel Management System (SPMS) and reported to Head-
quarters.

Our People

People are critical to accomplishing Navy Medicine’s mission and one of the major
goals from Navy Medicine’s strategic plan is to enhance job satisfaction. We believe
that retention is as important if not more so than recruiting, and in an effort to
help retain our best people, there has been a lot of progress. Under our strategic
plan’s “People” theme, we will focus on retaining and attracting talented and moti-
vated personnel and move to ensure our training is aligned with the Navy’s mission
and optimization of health. Their professional needs must be satisfied for Navy
Medicine to be aligned and competitive. Their work environment must be chal-
leﬁlg‘ing and supportive, providing clear objectives and valuing the contributions of
all.

All Navy Medicine personnel serving with the Marine Corps face unique personal
and professional challenges. Not only must they master the art and science of a de-
manding style of warfare, but they must also learn the skills of an entirely separate
branch of the armed services. Whether assigned to a Marine Division, a Force Serv-
ice Support Group, or a Marine Air Wing, Navy medical personnel must know how
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Marines fight, the weapons they use, and the techniques used to employ them effec-
tively against harsh resistance. To excel in this endeavor is an accomplishment that
should be recognized on a level with other Navy warfare communities.

Recently, Navy leadership approved a new program allowing Hospital Corpsmen
and Dental Technicians, as well as other ratings assigned to the Fleet Marine Force,
to qualify for a Fleet Marine Force warfare pin. This designation and associated
warfare pin is an outward recognition of the important role our corpsmen and den-
tal techs play in this unique duty. It will be a positive motivator for current and
future HMs and DTs supporting the Marines in the field.

Finally, as we work to meet the challenges of providing quality health care, while
simultaneously improving access to care and implementing optimization, we have
not forgotten the foundation of our health care—our providers. We appreciate and
value our providers’ irreplaceable role in achieving our vision of “superior readiness
through excellence in health services.”

Within each of our medical facilities there has been an overall initiative to reward
clinical excellence and productivity and to ensure that those who are contributing
the most are receiving the recognition they deserve. Additionally, selection board
precepts now emphasize clinical performance in the definition of those best and fully
qualified for promotion.

Medical Corps

This past year, the three Surgeons General asked a Flag Officer Review Board
to review special pays and propose changes to improve critical provider retention
and satisfaction. I also asked the Center for Naval Analysis to complete a study on
provider satisfaction to assess the extent to which changes in special pay would pro-
mote retention. The goal is to make the pays more flexible, raise the caps, and re-
move some of the restrictive aspects of the contracts with the intent of dem-
onstrating early in an officer’s career that they are valued. If we don’t value our
providers, we cannot expect them to continue to provide outstanding medical serv-
ice. We track retention by the use of loss rates compared to beginning full strength
numbers. The annual loss rates for the Medical Corps, as a whole has held steady
at 10-11 percent and the primary care communities are healthy. However, I am con-
cerned about our retention rates for enlisted and officer medical specialties. Loss
rates within surgical specialties are high and we have dramatically low retention
rates. Specialties such as General Surgery have a loss rate over 22 percent and Or-
thopedic Surgery has a loss rate over 27 percent. Other equally important wartime
critical specialties are also undermanned, including anesthesia (93 percent) and
neurosurgery (57 percent). We predict a large exodus of radiologists in the next two
years as many reach the end of their service obligations. Distribution problems are
significant because we have not been able to keep pace with attrition in some spe-
cialties. There exist significant pay gaps between our surgical specialists, and their
civilian counterparts (frequently in excess of $100 thousand per year). Reductions
in the Health Professions Scholarship Program (HPSP) several years ago, coupled
with reductions in Graduate Medical Education training pipelines, have contributed
to significant shortages of providers. We have several military treatment facilities
where we are unable to assign a military radiologist, which we have to replace with
high cost contract support.

Dental Corps

After three years of increasing annual loss rates, the dental corps annual loss rate
for fiscal year 1999 was down to 8.3 percent. While still too early for conclusive
analysis, this improvement may have resulted from increased special pay for mili-
tary dentists and resolving manning shortages resulting from enhanced accession
programs. Continuation of such initiatives is essential to ongoing efforts to access
and retain qualified officers.

Nurse Corps

Although, overall fiscal year 2000 data revealed generally higher retention levels
than in prior years, the nationwide nursing shortage has adversely impacted our
Nurse Corps. In direct competition with the private sector for a diminishing pool
of appropriately prepared registered nurses, Navy faces shortages in the nurse anes-
thesia, maternal-child, psychiatric and operating room specialties, that must be ad-
dressed if we are to effectively meet both operational and peacetime healthcare de-
livery missions. Currently, only nurse anesthetists are authorized to receive incen-
tive special pay. That program has been a successful retention tool thus far, but the
civilian-military pay gap in that field continues to grow. In order to more accurately
gauge compensation gaps for both generalist and advanced practice nurses, the
Nurse Corps is also included in the Center for Naval Analyses study on Health Pro-
fessions Retention Accession Incentives. Results of the study will provide a tool for
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future strategies. Further retention bonuses may be needed to retain all types of
nurses as competition increases for the dwindling supply.

Medical Service Corps

Medical Service Corps as a whole, enjoys a relatively stable annual loss rate of
nine percent, however loss rates vary significantly between specialties. Many of our
health professionals incur high educational debts prior to commissioning and the
amount of debt load increases with succeeding accessions. In addition, a substantial
pay gap between military and civilian licensed professionals has resulted in decreas-
ing retention. There is some variation over time of those specialties that are most
difficult to recruit and retain, although some are consistently on our critical list.
Currently, optometrists, pharmacists, psychologists and environmental health offi-
cers present the greatest challenges.

Enlisted Members

Navy Medicine’s enlisted member retention statistics compared to Navy Line com-
munities are fairly similar. However, problems arise in specialized areas such as
pharmacy, radiology, and search and rescue fields. In the Dental community, short-
falls are beginning to appear both in recruitment and retention. An enlistment
bonus for HMs and DTs is needed to help us more effectively compete in today’s
tight employment market. Increasing the selective reenlistment bonus (SRB) cap
and authorizing SRB payments for advanced technical Navy Enlisted Classifications
(NECs) would help improve retention in the ratings, particularly where there is a
substantial pay delta with civilian counterparts.

Uniformed Services University of the Health Sciences

As the Executive Agent of the Uniformed Services University of the Health
Sciences (USUHS) I would like to comment on the achievements of the University
and its contributions. I am proud to inform you that the Secretary of Defense re-
cently awarded USUHS the Joint Meritorious Unit Award for exceptionally meri-
torious service from dJuly 1, 1990 to July 1, 2000. The University has graduated
3,000 military physicians with a better overall understanding of the military, a re-
tention rate almost twice as long as scholarship physicians and 42 percent of the
graduates serving in operational or leadership positions. The University also pro-
vided over $85 million in clinical services to the military services and has trained
over 200,000 defense personnel with an annual cost avoidance of over $40 million.
The Casualty Care Research Center of the University has trained over 4,000 emer-
gency health providers. I would also like to point out that USUHS’ unique military
training offers an enormous intrinsic value to our hospitals and operational billets
that cannot be measured.

Make TRICARE Work

We continue to make significant progress in improving TRICARE and enjoy the
full support of the senior line leadership. Our new Chief and Vice Chief of Naval
Operations (CNO, VCNO) have already shown a great degree of interest and appre-
ciation for Navy Medicine and are providing continued support in making TRICARE
work. The Defense Medical Oversight Committee (DMOC) continues to be an active
and influential body when it comes to Defense Health Program (DHP) funding re-
quirements in the context of other service decisions and management and re-
engineering initiatives. Line and medical leadership is looking for ways to improve
the delivery of the health care benefit.

As stated earlier, the recent passage of the Fiscal Year 2001 National Defense Au-
thorization Act (NDAA) brings expanded health care benefits to our beneficiaries.
Although the new law includes initiatives such as TRICARE Prime Remote for fami-
lies, elimination of co-pays for active duty family members, and a catastrophic cap
reduction, its greatest impact will be enhancing the healthcare benefit for our senior
retirees and their families. In looking at our strategic plan’s “Health Benefit” theme,
we will concentrate on informing our customers, with the goal that all our bene-
ficiaries will be knowledgeable about and confident in their health benefits. This ob-
jective will be even more critical as we implement the recent legislative changes
that improve the health benefit. We will also focus on improving access, so bene-
ficiaries will have timely access to services, assistance and information. And we will
do all we can to simplify the delivery of the health benefit.

This legislation is a milestone in military health care not seen since the initiation
of the CHAMPUS program more than thirty years ago. We are working with DOD
(Health Affairs), the TRICARE Management Activity and the other services to put
these changes into effect.
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Embrace Best Business and Clinical Practices—Optimization

There is no more important effort in military medicine today than implementing
the MHS Optimization Plan to provide the most comprehensive health services to
our Sailors, Marines and other beneficiaries. Optimization is based upon the pillar
of readiness as our central mission and primary focus.

For several years now, we have attempted to shift our mindset from treating ill-
nesses to managing the health of our patients. Fewer man-hours will be lost due
to treatment of injury or illness because we manage the health of our service men
and women, which keeps them fit and ready for duty. With this in mind, TRICARE
Management Activity and the three services created an aggressive plan to support
development of a high performance comprehensive and integrated health services
delivery system. We took lessons learned from the best practices of both military
and civilian health plans. The outcome was the MHS Optimization Plan. Full imple-
mentation of this plan will result in a higher quality, more cost effective health
service delivery system.

The MHS Optimization Plan is based on three tenets. First, we must make effec-
tive use of readiness-required personnel and equipment to support the peacetime
health care delivery mission. Second, we must equitably align our resources to pro-
vide as much health service delivery as possible in the most cost-effective manner—
within our MTFs. And third, we must use the best, evidence-based clinical practices
and a population health approach to ensure consistently superior quality of services.

Although many commands report numerous efforts to optimize or improve their
facility, I am concerned that frequently these efforts are not tied to specific goals
or objectives. This is where performance measurement comes in. Performance meas-
urement provides focus and direction, ensures strategic alignment and serves as a
progress report.

A part of the Optimization Plan is identifying a specific Primary Care Manager
for each beneficiary. Assigning PCMs by name will improve access and continuity
of care. Each PCM will manage the health of their patient and coordinate their care.
When necessary, PCMs will refer patients to a specialist. Each PCM is a member
of a health care team. This team will provide support when the PCM takes leave,
has training or is deployed. The team concept further enhances continuity and cus-
tomer satisfaction. The end result is a healthier population, which is a primary goal
of the Optimization effort.

In the Navy, we are making available comparative performance data on all facili-
ties—so MTF commanders can see where they stand and learn from each others’
successes. Ultimately, it allows us to raise the bar for the whole organization. As
we continue in our journey of applying performance measurement, we will begin to
identify targets for our system and for each MTF. Holding MTF COs accountable
for meeting those targets will be the next step in this evolution.

When Navy Medicine first decided that using metrics would help us drive organi-
zational change, we asked the Center for Naval Analysis to help us. Once the lead-
ership of Navy Medicine had come to agreement on our Mission, Vision, Goals and
Strategies, we partnered with CNA to develop a fairly complex system of composite
metrics that we can look at to see if we are going in the right direction. We are
completing our second year with these metrics and have found that many of the
measures have data that only changes once a year. This may be fine to measure
how well we are doing in moving towards some of our strategic goals, but they are
not adequate by themselves to manage the complexity of the Navy Medical depart-
ment. This year we’ve added two other “levels” of metrics. One is a group of Annual
Plan measures. After reviewing our strategic plan in light of the current environ-
ment, understanding the strengths, weaknesses, opportunities, and threats to our
organization, we identified several priorities for the year. We then identified meas-
ures to track progress on these items—and this data has to be measurable at least
quarterly. Finally, we have just identified 20—25 measures for our “Dashboard of
Leading Indicators” that our leadership will be looking at on a monthly basis. Once
we look at the historical data for these dashboard indicators, we will be setting not
only targets for where we want to be but also action triggers in case we are going
the wrong direction in some area. We will agree on a level below which, we will no
longer just watch and see if it improves, but we will take action to change the proc-
esses. So you can see it is an ongoing journey or evolution—and I believe each of
the services is involved in a similar evolution. We in the Navy have web based our
Optimization Report Card and the satisfaction survey data is provided to MTF com-
manders in a more user friendly display on a quarterly basis.

Dental

Let me provide one more example of effective use of performance measures that
is taking place within our Navy Dental organization. In June 1998, senior dental



215

leaders, including Commanding Officers, implemented 12 system metrics to be col-
lected uniformly across all levels of Navy Dentistry. The system-wide application
and utilization of this initiative has lead to improved alignment while documenting
higher performance. During the past seven quarters, improvements in the data col-
lection process enabled valid and useful data based decision-making. This metric-
based management has produced significant outcomes:

—Dentist Productivity increased by 12 percent.

—Operational Dental Readiness increased from 90 to 96 percent.

—Dental Health Index increased from 22 to 34 percent.

A composite metric “dashboard” was developed as a tool to allow overall perform-
ance evaluation while considering all metrics simultaneously. This tool is used quar-
terly to monitor the performance and effectiveness of each Command (and even
down to the branch level at 170 branches, and 13 Naval Hospitals and 59 ships).
All dental units achieve a composite score ranking. It is significant to note that to-
day’s lowest scoring dental unit has a higher composite performance score than that
of the top performer 12 months ago. Guided by metrics, Navy Dentistry moved mili-
tary dental billets and eliminated substantial contract costs. These dollars are then
available as working capital to meet requirements within the dental system to fur-
ther increase production and efficiency.

Optimization Resourcing Levels

Our analysis of our direct care system indicates that in many cases, Military
Treatment Facilities are not optimally staffed and funded to deliver efficient health
care. The direct health care system can not function at optimal levels in an austere
fiscal environment. For example, a Family Physician working with two clinical sup-
port staff may be able to effectively care for a panel of only 750 adults. If provided
with the industry standard of 3.5 support personnel, that same provider can assume
responsibility for 1,500-2,000 adults. The Optimization Plan requires that the cost
of the additional support staff be recouped via the higher throughput. In addition
to increasing our marketshare, return on investment is generated as the actual cost
of care is lower when that care is performed at marginal cost in the direct care sys-
tem.

To begin this process, we must make an initial investment in staff. Clinical sup-
port staff to clinical provider ratio is presently 1.81. The MHS Optimization target
is 3.50. Additional staff in the following categories is also necessary: Case Managers
to coordinate care for the top 1 percent of medically complex cases, freeing clinical
providers to do more direct patient care. Utilization Managers are needed to analyze
trends in ambulatory care usage by diagnostic and patient category, and develop
plans for population health interventions. Medical Record Coders to perform accu-
rate and detailed coding to account for workload and performance, thus ensuring
marketshare is accounted for in comparison with contractor performed work. And
Pharmacy technicians are needed to support increased prescription volume with
workload recapture. I am aware that investments of this nature carry the inherent
risk that return must be earned quickly enough to pay for the salary tails that will
be created. However, I am firmly committed to changing the business practices and
culture of Navy Medicine to recapture workload currently being done in the private
sector. Overall, the area of resources continues to be one of concern. We do not have
adequate financial resources to provide what is needed within the Direct Care Sys-
tem.

The rapidly escalating costs of the Managed Care Support Contracts places the
Direct Care System at risk. As these costs increase, there is constant pressure to
find relief by reducing the Direct Care Program funding in our Military Treatment
Facilities to pay for the Managed Care Contracts. The Direct Care System cannot
continue to be the source for the Department’s relief from these unplanned and un-
expected increased costs without serious degradation of the most cost effective por-
tion of our Military Health System.

As a result of these internal pressures, I have restricted the resourcing of the Di-
rect Care Program of Navy Medicine to a survival basis over the past two years.
This action has left us in a position of detracting from our facility maintenance,
equipment replacement, and continuing medical education programs to ensure that
we use our limited resources for the delivery of the healthcare benefit. As we con-
tinue to underfund our facilities maintenance, this will eventually come back to
haunt us in more costly repair requirements, higher Military Construction Program
requirements, and higher equipment replacement requirements.

Of concern is also the replacement cycle for our MTFs and maintenance of real
property. We now face an average facility replacement cycle of over 100 years, com-
pared to data indicating the private sector is less than 25 years. This does not mean
that the private sector plans to replace their facilities every 25 years, but implies
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that a major renovation will be required every 25 years to remain competitive. If
we do not spend more on maintenance requirements, a significant degradation of
our infrastructure will result.

A replacement hospital is badly needed for our beneficiaries in Naples, Italy. The
new hospital is almost 30 percent complete. The U.S. Navy contract with the Italian
developer currently calls for leasing the hospital upon its completion in late 2002.
There is also the option to buyout the facility, which may offer advantages over leas-
ing.

Quality of Care

We are all concerned over the quality of care our military beneficiaries receive.
As we move to ensure greater access, we must balance this with quality of care.
Navy Medicine’s goal is to increase the number of support staff to more efficiently
and effectively assist our providers. These steps will minimize the time providers
currently spend performing administrative duties; enabling the provider to spend
more quality time with their patients while increasing their overall productivity.

Assigning patients to a personal Primary Care Manager, who will be familiar with
his/her patients, thus decreasing the time required for the physician to review the
patient’s history, will further improve continuity of care and customer satisfaction.
The MHS Optimization Plan will play a key role in allowing enrollee assignment
to a PCM by name.

Deployment of the Computerized Patient Record (CPR) will also increase quality
and access. The CPR has been fully funded for worldwide implementation by the
end of fiscal year 2002. When deployed, the CPR will provide a comprehensive life-
long medical record of illnesses, hazardous exposures, injuries suffered, and the care
and immunizations received by our beneficiaries. The CPR will also provide clinical
decision support and gives military health care providers instant access to the
health care history of each patient.

Navy Medicine has critically examined opportunities for improving patient safety.
The following initiatives have been undertaken to improve quality of care:

—A systems approach to improvement using a root cause analysis tool has been
implemented at all of our facilities. This tool is used to analyze all adverse
events and certain close calls and requires the involvement of a multidisci-
plinary analysis team. Information regarding common themes is reported back
to our facilities for appropriate preventive action.

—Participation in the Institute for Healthcare Improvement (IHI) Breakthrough
Series to identify opportunities to implement best practices in four hospital high
hazard areas: the Operating Room, Obstetrics, the Intensive Care Unit, and the
Emergency Department.

—Establishment of a Birth Product Line to address the delivery of our largest pa-
tient service and implement refined clinical practices across Navy Medicine.
This will include a focus on reducing variation in access to anesthesia and pain
control, and a standardized approach to perinatal education.

—Promoting the use of Evidence Based Medicine with active involvement in the
DOD/VA Clinical Practice Guidelines (CPG). Navy Medicine is sponsoring an
evidence based CPG addressing urinary tract infections.

—Implementation of Composite Health Care System II (CHCS II) of computerized
patient records to improve documentation of care provided including the follow
up of laboratory and radiology exams, and pharmacy orders.

—Deployment of the Pharmacy Data Transaction System (PDTS) to prevent pre-
scription and allergy errors in a highly mobile population.

Medical Research

Navy Medicine also has a proud history of incredible medical research successes
from our CONUS and OCONUS laboratories. Our research achievements have been
published in professional journals, received patents and have been sought out by in-
dustry as partnering opportunities.

The quality and dedication of the Navy’s biomedical R&D community was exem-
plified this year as three researchers were selected to receive prestigious awards for
their work. CDR Daniel Carucci, MC, USN received the Joints Chiefs of Staff Award
for Excellence in Military Medicine for his work as an operational flight surgeon
caring for Marines and Sailors and as a cutting-edge molecular biologist working on
advanced malaria genomics research. His current efforts in malaria research are
providing new and exciting avenues for malaria research and will accelerate the de-
velopment of novel malaria vaccines and drugs.

As other examples of scientific achievement, The former Secretary of the Navy,
Richard Danzig, personally recognized two senior Navy researchers and awarded
them Legion of Merit Medals. CAPT David Harlan, USPHS (until recently U.S.
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Navy), was lauded for his research into new strategies for the treatment of combat
injuries. While a Navy researcher, he developed a new therapy to “educate” the im-
mune system to accept a transplanted organ—even mismatched organs. This field
of research has demonstrated that new immune therapies can be applied to “pro-
gramming stem cells” and growing bone marrow stem cells in the laboratory. The
therapies under development have obvious multiple use potential for combat casual-
ties and for cancer and genetic disease.

CAPT Stephen Hoffman, MC, USNR, was recognized by former Secretary Danzig
for his pioneering work in malaria vaccine development and malaria genomics. He
published the first report that DNA vaccines were safe, well tolerated, and elicited
an immune response in normal, healthy people. His work could lead to the develop-
ment of other DNA-based vaccines to battle a host of infectious diseases such as
dengue, tuberculosis, and biological warfare threats.

The Navy’s OCONUS research laboratories are studying diseases at the very fore-
front of where our troops could be deployed during future contingencies. These lab-
oratories are staffed with researchers who are developing new diagnostic tests, eval-
uating prevention and treatment strategies, and monitoring disease threats. One of
the many successes from our three overseas labs is the use of new technology, which
includes a hospital-based computerized data management, analysis and reporting
software system. This technology is in use at our laboratory in Jakarta, Indonesia.
This system will identify infectious disease outbreak occurrences over an archi-
pelago consisting of some 17,000 islands inhabited by 230 million people.

Our researchers have designed a prototype computer system and lightweight
flight vest that translates digital information from an aircraft’s orientation instru-
ments into vibrations so a pilot’s sense of touch becomes a continuous spatial ori-
entation cue. This research is especially important since future generation aircraft
will have performance parameters that severely challenge human spatial orienta-
tion.

Other achievements during this last year include development of hand-held as-
says to identify biological warfare agents, documentation of the immunogenicity of
the first oral campylobacter vaccine and determination of the Norwalk-virus as a
major infectious disease threat. Our researchers designed probability-based decom-
pression dive tables for Navy divers, studied the acute effects of exposure to jet fuel
vapors and designed a software package that estimates medical supply require-
ments based on patient flow and level of care.

Conclusion

Navy Medicine has covered a lot of ground over the last year and we face the fu-
ture with great enthusiasm and hope. The new legislative initiatives, along with the
MHS’s Optimization plans join to make our Navy Medical Department a progressive
organization. I thank you for making the military health care benefit the envy of
other medical plans. You have provided our service members, retirees and family
members a health benefit that they can be proud of. The new entitlements are not
inexpensive and solutions to pay for them must be found. The MHS can no longer
be under-resourced for the design of the benefit. We must also have predictable and
stable funding levels, which would make planning more effective. Optimization and
reengineering efforts can only be successfully implemented if our commanding offi-
cers know what resources they have to work with.

I stressed in my statement last year the need for a predictable and stable funding
environment, which would allow us to plan and execute programs over the span of
a complete year, or perhaps preferably, multiple years. We appreciate the close at-
tention that Congress affords to improving the quality of military medical care and
our ability to resource healthcare requirements.

Senator STEVENS. Thank you very much. General Carlton.

General CARLTON. Yes, sir. Mr. Chairman, Senator Inouye, mem-
bers of the committee: It is an honor to appear before you again
and I look forward to addressing the issues that are affecting our
Air Force Medical Service today. You have my complete statement
and I would ask that it be entered into the record.

Senator STEVENS. Yes, sir. All of your statements will be entered
in the record.

TRICARE BENEFITS
General CARLTON. Wonderful.
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2000 was an incredible year for us and 2001 is shaping up to be
equally exciting. First, I have got to congratulate and thank the
Congress for doing what we needed to do, and that was accom-
plishing the daunting feat of establishing TRICARE for Life. We
are delighted that we can now restore the full benefit to our older
retirees, our family members, if you will, and hope to bring as
many of them back into our direct care system as our facilities
allow. They have truly earned the right to this health care.

MAIL ORDER PHARMACY PROGRAM

By the same token, the expansion of the mail order pharmacy
program in April is a true triumph for our military families and
we are eagerly preparing for its successful implementation. These
are just two areas that the Congress has directly helped the mili-
tary families, both older and younger, and I am convinced they will
make a huge difference in our people’s lives.

I will be frank in saying that we are challenged by the many
competing fiscal requirements, to include these new benefits. Like
our sister services, we are working hard with the Office of the Sec-
retary of Defense (OSD) and our line leadership to identify critical
funding to make them succeed while maintaining the viability of
our existing programs. To the best of our knowledge, we believe the
$1.4 billion number is correct, in direct response to Senator Domen-
ici’s question.

We must also address recapitalizing our direct care system. In-
vesting in our facilities and infrastructure is critical if we are to
provide the health care benefits that our beneficiaries have earned,
especially the TRICARE for Life. It will be a large bill to pay, but
we must recapitalize if we are to be competitive today and into the
future.

The Air Force Medical Service has accomplished a great deal this
year improving services for our patients at the grassroots level.
Each of our facilities is now fully invested in the implementation
of our primary care optimization plan. We are seeing real suc-
cesses, especially within the primary care optimization teams and
between their patients. Our patients are happy with our more per-
sonal approach and our teams are excited to provide this personal
level of care.

JOINT INITIATIVES WITH THE DEPARTMENT OF VETERANS AFFAIRS

Our primary care optimization efforts have been recognized as
creating a cultural change based on efficient, effective, quality
health care. In fact, many of our initiatives have been adopted by
OSD for use across the military system. In this same way, we con-
tinue to expand our initiatives with the Department of Veterans
Affairs to offer better services for our patients while being respon-
sible stewards of the taxpayers’ dollar.

We now have four successful joint ventures, the newest one at
Travis Air Force Base began in December with the opening of a
new Veterans Affairs (VA) clinic on site outside the hospital at
Travis. We are also very proud of our contracting partnership with
the VA, established by our Air Force Logistics Office at Fort
Detrick, which is saving us millions of dollars.
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Our activities in the readiness arena are equally exciting. We
continue to refine our light, mobile, and modular deployable forces.
Our smallest response package, or SPEARR team, the Small Port-
able Expeditionary Aeromedical Rapid Response, is a ten-person
team deployable within 2 hours in a 1-pallet-equivalent small trail-
er. This team offers a broad scope of care from public health to
emergency surgery and critical care. Air Force SPEARR teams ac-
companied the President last year on each of his trips to India, Ni-
geria, and Vietnam.

Other Air Force Medical Service efforts to improve medical re-
sponse include the establishment last July of our Developmental
Center for Operational Medicine in San Antonio. It is the Air Force
source to conduct rapid prototyping and solve the complex issues
in operational medicine. This center worked with the Texas Na-
tional Guard in early February to conduct a 3-day community bio-
terrorism exercise in San Antonio called Alamo Alert. The Texas
Department of Health, the Army Medical Department (AMEDD)
Center and School, and the City of San Antonio were co-sponsors
with us. This exercise facilitated our ability to work together in the
event of a chem-bio problem. We plan to expand on this type of
training scenario in other locations.

GLOBAL EXPEDITIONARY MEDICAL SYSTEM

We are also testing our Global Expeditionary Medical System, or
GEMS, which is an exciting state of the art stepping stone to an
integrated biohazard surveillance and detection system.

We continue our outreach in humanitarian and civic assistance,
both internationally and at home. We have now taught our trauma
and disaster systems courses to students in six Central American
countries, South Africa, and Turkey. By the end of this year we
will have taught disaster courses to 20 percent of the world’s na-
tions.

Another example: In October we completed a mission with the
Air Force Deployable Optometric Team to provide comprehensive
primary eye care to remote underserved Native Alaskan villages.
This is win-win. We get valuable training in an austere environ-
ment and great Americans get the care that they need.

I am very enthusiastic about many of our initiatives and will
limit myself to just one other. That is the work of our Critical Care
Air Medical Transport (CCAT) Teams. When the U.S.S. Cole was
attacked in October, our CCAT concept was truly validated. The
teams cared for 11 of the most seriously injured patients, to include
two ventilator patients just out of surgery, and delivered them safe-
ly from Djibouti to Ramstein Air Base, Germany, 12 hours later.
These teams were composed of Army and Air Force team members
as a joint team out of Lansdoul Army Medical Center in Germany.
I am extremely privileged to lead these exceptional health care pro-
fessionals.

PREPARED STATEMENT

Finally, let me say that we could not accomplish all that we must
without your support, which has been absolutely exceptional.

Thank you very much for that.

[The statement follows:]
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PREPARED STATEMENT OF LIEUTENANT GENERAL PAUL K. CARLTON

Mr. Chairman, Senator Inouye and members of the committee, thank you for this
opportunity to address the successes and challenges of the Air Force Medical Serv-
ice. The year 2000 was a banner year for the AFMS. Never have the stakes been
so high, yet the rewards so great. We continue to work very hard to be global lead-
ers in health care through our efforts in humanitarian assistance, force health pro-
tection, population-based health care and primary care optimization, and have expe-
rienced some exciting results. First and foremost, the AFMS believes it is our privi-
lege to serve in the defense of our country and our pleasure to serve our great Amer-
ican patriots in peacetime health care.

As we support the Expeditionary Aerospace Force, we have recognized in this evo-
lutionary time that we must be relevant to our country in every aspect possible.
What is our purpose today, and are we fulfilling it in a way no one else could? We
desire to step up and meet the crucial needs of our nation with our unique talents
and assets. At the same time, we have to be aware of the stiff competition for lim-
ited resources. Our cost must be reasonable so that we may be responsible stewards
of the taxpayers’ money. How can we optimize our resources to be truly effective?
These are the concepts that guide our decision-making on a daily basis.

Air Force Medical Readiness in the Expeditionary Era

As the Cold War military scenarios fade from our memory, and dozens of small-
scale contingencies around the world challenge deployed military medics, the Air
Force Medical Service has redesigned its medical readiness philosophy to meet the
new readiness challenges of a changing world. We recognize that we must be able
to engage the full spectrum of operations. To accomplish this, we must ask our-
selves, “What are the diverse missions faced by military medics to support these op-
erations?” “What are our readiness roles in these uncertain times?”

We view the medical readiness mission as three-fold: humanitarian and civic as-
sistance (HCA), medical response to disasters, and support of traditional wartime
operations. These three missions complement the DOD vision of a force that can
“Shape, Respond, and Prepare.” For example, HCA missions can shape the environ-
ment of our allies to promote democracy, peaceful relationships, and economic vital-
ity—“preventive medicine” against war. By responding promptly and appropriately
to disasters, we enhance the value of our partnership with our allies. Both HCA and
disaster response missions can create capability and provide lessons to deployed per-
sonnel that could be used in wartime operations, thus preparing for our traditional
readiness mission, too.

The threats faced by military medics in the post-Cold War era are diverse and
frightening. Weapons of mass destruction (nuclear, biological, chemical), natural dis-
asters (flood/hurricane, drought/famine, tornado/earthquake), technological (informa-
tion management, industrial, toxins), and complex political/natural crises are among
the scenarios that might involve military medical personnel. These missions could
be overseas or just outside a stateside military base. Senior government officials and
taxpayers may expect military medics to bring expertise and the proper gear in
rapid fashion to situations involving any of these threats.

Responding appropriately and rapidly means enhancing a core competency for
DOD medics. Efficient use of airlift for rapid response means paying careful atten-
tion to the weight and volume of gear. Rapid response is often a key to mission suc-
cess. A large, inflexible response may be delayed by transportation limitations, re-
sulting in needless loss of life and limb at the site of the contingency.

The AFMS has proposed a series of solutions: light, lean, mobile (“small foot-
print”) medical teams; a modular “tiered and tailored” response, custom-built for
each mission; rapid insertion of innovative technology concepts into deployment
packages; and strategic partnerships with other federal agencies, our Total Force
colleagues, and the military medical personnel of allied nations.

“Small footprint” teams take full advantage of the revolution in medical electronic
equipment. Capability that was formerly too large to move is now carried in one
hand. Patient monitoring that was confined to an intensive care unit can now be
done in field conditions. From these improvements and careful logistics, a small
team with backpacks can provide impressive medical care quickly in any corner of
the world. Limiting the weight of the packs to 70 pounds allows them to travel as
normal luggage on a commercial airliner, if military airlift is not available.

Modularity is another key to an appropriate medical response to modern threats.
By creating small, multi-functional teams, the medical service can provide the on-
scene commander with a flexible response, tailored for the specific contingency.
These “Medical Building Blocks” permit problem-specific treatment, just as the var-
ious blood components of today offer flexibility over the traditional whole blood
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treatments of World War II era. With increased efficacy, small portable medical
teams extend limited resources and maximize options for commanders. It is no
longer necessary to task eight C-130’s to haul an air transportable hospital when
a five-person, backpack-portable, surgical team can provide the needed care. After
hurricanes or floods, for example, the greatest need may be for public health and
preventive medicine assessment. Deploying a two-person aerospace medicine/public
health team or several such teams may be the ideal response. The first “tier” is usu-
ally the local response, followed by additional “tiers” of teams as needed. With mod-
ular1 teams, this type of individualized tasking can be done efficiently and effec-
tively.

There are a number of new USAF medical teams that are useful tools in meeting
our new readiness missions. The disaster response “force package” is called the
SPEARR, or the Small Portable Expeditionary Aeromedical Rapid Response team.
Deployable within 2 hours, this 10-person team travels with a small trailer (one pal-
let-equivalent) that is “sling-loadable” (e.g., can be transported from different loca-
tions via a sling from a helicopter). It can thus be pulled by a standard pickup truck
or airlifted by helicopter, and does not require a forklift for utilization. The team
has a broad scope of care: initial disaster medical assessment, public health/preven-
tive medicine, emergency/flight/primary care medicine, emergency surgery (general
and orthopedic), critical care, patient transport preparation, along with intrinsic
communication capability for aeromedical coordination, consultation, or re-supply.
This team has completed its development process, including successful field valida-
tion tests in San Antonio and in Alaska. In fact, a USAF SPEARR team accom-
Eanied the President to India in March, Nigeria in August, and Vietnam in Novem-

er.

To further prepare for disaster response, we established the Air Force Develop-
ment Center for Operational Medicine in July in San Antonio, Texas. The center
is the single source for Air Force satellites to conduct medical research, education
and training for all levels of disaster response. It was designed to help DOD identify
what resources are available by transitioning emerging technology from concept to
implementation.

In early February, the DCOM conducted a three-day community bioterrorism ex-
ercise, called Alamo Alert, in San Antonio, Texas, in conjunction with the Texas Na-
tional Guard, the Texas Department of Health and the city of San Antonio. In this
tabletop exercise, Alamo Alert explored city, county, state and federal responses to
a contagious biological agent. Wilford Hall and Brooke Army Medical Center were
among the local medical response forces. Our goal was to help merge the plans of
all the different agencies, facilitating their ability to work together in the event of
a real terrorist attack. We want our personnel to understand that force protection
must go beyond the gates of the base, and we want Americans to understand—and
be prepared for—the very real nature of a bioterrorism threat.

In September, we completed the fielding of our Chemically Hardened Air Trans-
portable Hospitals (CHATHs). The CHATH represents the culmination of a joint ef-
fort of approximately 10 years to provide collective protection capability for patients
treated in the field in a chemical warfare environment. As we convert our ATH as-
sets to the new Expeditionary Medical Support/Air Force Theater Hospital (EMEDS/
AFTH) program, we are pursuing development and testing of a new chemical protec-
tion capability for our EMEDS, using existing CHATH assets.

Another new tool for appropriate medical response is the International Health
Specialist (IHS) occupational track. These medics, hand-picked from all corps for
their language, cultural, and regional expertise, will be interwoven with medical
readiness planning offices and platforms throughout the U.S. Air Force. The first
group of 20 is being assigned to their new duties, and the cadre is expected to grow
for several years. Most selected officers and enlisted personnel will need additional
training to assume their responsibilities, while others will already have the required
skill set to function effectively as regional medical experts. These international
health specialists could be called upon to act as advisors, advanced on-site (advon)
team members, or to facilitate HCA or other missions into the region of their exper-
tise. IHS personnel will maintain and provide regional medical expertise throughout
their careers. This rating may be a key credential for a successful USAF medical
career in future years.

State-of-the-Art Expeditionary Technology

Rapid deployment of appropriate technology is another important factor in opti-
mizing medical readiness. Military medics must take full advantage of the revolu-
tion in equipment, computers, monitoring gear, and other advances. Surveillance for
biological pathogens or chemical toxins should be state-of-the-art in DOD medical
packages. The AFMS is pursuing this goal through our Global Expeditionary Med-
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ical System (GEMS). This system is in the testing phase now. It is a stepping stone
to an integrated biohazard surveillance and detection system that will keep a global
watch over our forces. GEMS incorporates an electronic medical record as a basis
for real-time data analysis and back up agent identification with DNA
fingerprinting and automated results reporting, and will serve as the foundation for
an AirkForce wide integrated surveillance and medical command and control (C?)
network.

Through GEMS, data collection, assessment, and trend analysis is automatically
performed at the operational (unit), tactical (base), and strategic (U.S.-based centers
of excellence) levels. Individual specific analysis will provide quick patient diagnosis
through the use of DNA fingerprinting technologies. We hope, with ongoing site and
regional data review, population-specific analysis will pick up disease trends to pro-
vide an early warning of outbreaks or potential biological attacks. Technology is key
with portable C2-linked test platforms that aid the field medic in determining the
nature and cause of the biological hazard to facilitate mitigation.

The AFMS is also on the cutting edge in the field of telemedicine. For example,
as soon as feasible, we will be embarking on a four-year program to convert facilities
throughout the Air Force from standard film-based radiography to computed radiog-
raphy. Outside of live VTC teleconsultation, digital imaging and teleradiology is the
most resource intensive area in terms of computer storage capacity and tele-
communication needs such as bandwidth. So, we’re very concerned about setting up
a communications infrastructure and Patient Archiving and Communications Sys-
tem (PACS) in the most effective way. Working with key industry members will fa-
cilitate our success. Complicating how we currently do business 1s the fact that the
AFMS anticipates losing more than 50 percent of our radiologists during the next
three years because of competition with the civilian job market.

While teleradiology is not a panacea, it will reduce costs by reducing the need to
buy and store films, eliminate silver reclamation, and also reduce by about 25 per-
cent the need to send radiographs to outsourced civilian radiologists for interpreta-
tion. We believe that such a system, implemented ultimately throughout the DOD
and other federal agencies, can be cost-effective in the long run—one preliminary
analysis shows the break-even point at around seven years. Equally important is
that this system will significantly reduce turn-around time between the time of in-
terpretation by a radiologist and posting of the report in the patient’s record at the
originating medical facility.

At this time, we have computerized radiography systems in operation at several
of our larger facilities and have established connectivity between Robins AFB, Geor-
gia, and Wright-Patterson AFB, Ohio, between systems from different vendors. At
Prince Sultan Air Base in Saudi Arabia, we are installing teleradiology equipment
and hope to have the system online and linked with Wilford Hall Medical Center,
San Antonio, within the next few months. This would reduce the turn-around time
for radiograph reports from seven to 10 days down to one to two days and help one
of our more remote bases. In addition, we are planning for the teleradiology dem-
onstration project based at David Grant Medical Center, Travis AFB, California, in
conjunction with several outlying medical facilities of the Army, Navy, Coast Guard
and Department of Veterans Affairs.

Voice recognition is another fertile area for a rapid return on investment. At
Wright-Patterson AFB, two of our radiologists have adapted a commercial off-the-
shelf (COTS) voice recognition software package to allow direct transcribing of radi-
ology reports. A recent evaluation showed that this specialized system is saving ap-
proximately $1,500 per month per radiologist in transcription costs! We're looking
at this project for possible expansion throughout the AFMS.

Teledermatology is another maturing area. In TRICARE Region 10 (Northern
California), we use a COTS software package over a virtual private network con-
nected via the Internet between David Grant Medical Center and several military
medical facilities in Northern California. A business case analysis showed a return
on investment in as little as two months in heavily used outlying clinics. At Elmen-
dorf and Eielson AFBs in Alaska, we have been part of a teledermatology project
with the Alaska Federal Care partnership. In several other TRICARE regions, we,
along with our Army and Navy brethren, utilize a teledermatology module devel-
oped at Walter Reed Army Medical Center, Washington, D.C. As part of that same
initiative, within the D.C. area we provide dermatologists for making teleconsulta-
tions on a rotating basis.

Curiously, we are finding that the use of some teledermatology systems is de-
creasing over time. While this may seem to indicate that they may have only a nov-
elty factor that quickly subsides, what we’ve discovered is that the primary care pro-
viders are remembering their teledermatology cases better and learning from them,
resulting in a lesser need for referrals.
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Finally, we are working closely with the other Services, academia and the com-
mercial world to agree on standards for telemedicine technology applications and
are evaluating lightweight, portable peripheral devices such as lung spirometry ana-
lyzers, EKGs and ultrasound probes that can attach to laptop, or even smaller, com-
puters in a “plug and play” mode. These, in conjunction with the development of
computerized medical records and improvements in medical information, patient de-
cision support and patient tracking systems and telecommunications, are rapidly in-
creasing our capability to provide medical care of the highest quality to our deployed
airmen in even the most remote locations. One of our biggest tasks is integrating
these different facets of innovative technology to work seamlessly. As we in the mili-
tary continue to move toward a lighter, leaner posture, this will become increasingly
important.

Partnering

Other issues are also critical in our expeditionary medical response. For example,
how can we partner with our colleagues in the Guard and Reserve to create a seam-
less, well-trained and equipped force? We're doing this successfully with our Mirror
Force initiative, at all levels, from the policy-making level to the grassroots of the
unit level. I am proud to say that the AFMS has integrated the Air Reserve Compo-
nent in daily headquarters decisions as never before. We have actively recruited 40
Individual Mobilization Augmentee reservists and attached them to the Surgeon
General’s Office. These reservists are involved in every aspect of daily operations,
providing Reserve input to our deliberations while broadening the perspectives of
our full time staff members. This year, at my invitation, the Air National Guard
and Air Force Reserve each provided one general officer to work directly with me
on developing medical responses to WMD. This will assure AFMS actions are fully
coordinated and built from the ground up with Guard and Reserve input.

Our medical reserve component personnel have proven themselves to be highly
dedicated and competent—capable of any tasking in support of contingency oper-
ations or humanitarian and civic assistance missions. In fact, in January alone, a
total of 681 personnel from the Guard and Reserve deployed to Macedonia, Saudi
Arabia, Oman, Honduras, Peru, Ecuador, Germany, and Japan, plus various loca-
tions within the United States, in support of AFMS operations and exercises.

In addition, both Guard and Reserve physicians, in their civilian location of em-
ployment, provide needed sustainment training for active duty surgeons and trauma
specialists through affiliation agreements with civilian hospitals in St. Louis and
Cincinnati. Our medical personnel receive invaluable trauma training in these civil-
ian facilities due to the volume and variety of cases; something we only experience
in our military hospitals on a limited basis.

Finally, the reserve component continues to provide more than 85 percent of our
total aeromedical evacuation capability and has always performed this responsibility
in an absolutely superior manner. In short, as with our line counterparts, the AFMS
could not go to war without the Guard and Reserve.

How can we create a similar partnership with our coalition nation military med-
ical colleagues? One way is through sharing the new readiness skills and roles used
in the active force. For example, U.S. Air Force medics have taught a trauma sys-
tems course, sponsored by the Expanded International Military Education and
Training system, to approximately 390 students in six Central American countries,
South Africa, and Turkey. In each course, military medics from adjacent countries
have attended. Emphasis is on regional involvement, disaster response, trauma
care, leadership, civilian-military collaboration, resource management, and “Train-
the Trainers” skills.

In El Salvador, host nation graduates of the first course, held last year, taught
more than 100 colleagues and completely redesigned the Emergency Department of
their Central Military Hospital to more efficiently handle trauma patients. They
briefed a contingent of senior medical officers from neighboring countries on their
successes at the second course, held recently in San Salvador. The U.S. ambassador
from El Salvador wrote me letters of thanks after both courses. Clearly—and I em-
phasize this critical point—this type of partnership and training can benefit our al-
lies and create regional political stability and economic prosperity, reducing the like-
lihood of future conflict.

Military medics have become the “Tip of the Spear” in recent years. A USAF HCA
deployment in Nicaragua in June 1996 was the first U.S. military presence in that
country in 17 years. Two more HCA teams followed in the subsequent two years.
When recovery efforts for Hurricane Mitch were being assembled, the Nicaraguans
reported that the military medical teams had created a climate of trust, and that
U.S. military civil engineering teams were welcome to help. Without the HCA mis-
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sions, this new relationship would not exist and the needed assistance would not
have been requested.

In another example, Air Force optometrists completed an inaugural mission in Oc-
tober to several underserved Alaskan villages in the state’s northwest arctic borough
region. The only way in or out of the villages is by airplane. The trip was the result
of an interagency agreement between the Alaska Native Area Health Service, the
Maniilaq Association and the U.S. Air Force. The agreement, signed in August, es-
tablished a continuing mission to provide primary eye care to remote, underserved
Native-Alaskan villages in the region, offering an opportunity to both help an under-
served population and exercise the Air Force’s Deployable Optometric Team in an
austere environment. The team is a lightweight, self-contained, and highly mobile
contingent of one to three members who provide comprehensive primary eye care
in a variety of austere field conditions—team size can be rapidly expanded if nec-
essary to meet mission requirements. Our team was well received by the Alaskans,
providing care to 165 people. More than 90 percent examined needed and were able
to obtain prescription glasses. Ten percent were identified and referred for advanced
medical care. We look forward to more of these DOT missions, serving those who
need us and gaining invaluable experience for future service to our nation.

By the same token, five Air Force dentists deployed on a humanitarian aid mis-
sion to the war-torn nation of East Timor in early December in support of United
Nations peacekeeping efforts. While deployed, the dental staff performed oral exams
and tooth extractions right on the street, or wherever they could find an acceptable
place for operating on patients. In those austere conditions, they even had to cold-
sterilize their tools with bleach. This experience provided invaluable field training
and inestimable personal reward.

As USAF medics seek to fulfill their mission of “Global Engagement”, other inter-
national partnerships will be needed. At this summer’s meeting of the International
Committee of Military Medicine, a worldwide organization of senior military medical
officials, I proposed an effort to create regional disaster response networks among
the membership, and to report models and successes at the next meeting in 2002.
There was strong support among developing world member nations, notably by sev-
eral that have been devastated by disasters in recent years. The national represent-
atives resolved by a 63-0 vote to support our plan, opening a new era of regional
and worldwide cooperation between military medical services.

While we are making exciting inroads in our international outreach, the backbone
of expeditionary health care remains our aeromedical evacuation system. With our
critical care aeromedical transport teams (CCATTs), we provide critical care in-
flight. The CCATT mission in response to the apparent terrorist attack on the USS
Cole in October was a true validation of the team’s purpose. The team cared for 11
of the most seriously injured patients in-flight from Djibouti to Ramstein AB, Ger-
many, including two intensive care patients and some who were just out of surgery.
Other sailors traveled on ventilators and suffered from multiple fractures, burns,
cuts and bruises. But 12 hours after takeoff, all arrived safely at Ramstein and were
transported to nearby Landstuhl medical center.

The experience proved to be a validation of our International Health Specialist
program as well. In Djibouti, the location with the required level of trauma skills
closest to Yemen, French doctors caring for the critically injured patients were ap-
propriately concerned about letting these patients make the trip to Germany for
care. However, two CCATT members, who are IHS participants and speak fluent
French, were able to reassure their French colleagues that the wounded would be
safe in the hands of the U.S. Air Force medical team. After talking with them and
seeing our C-9 aeromedical airlift capabilities, the French doctors were very happy
to allow the transfer to take place.

By the same token, we have made headlines with the heroic efforts of our ECMO
(Extra Corporeal Membrane Oxygenation) team, the only one of its kind in the
world. Most recently, the ECMO team successfully aeromedically evacuated a new-
born baby from Okinawa to Wilford Hall Medical Center’s neonatal intensive care
unit. Her grateful parents credit the Air Force with saving their child’s life. This
is just one example of our commitment to provide high quality health care to our
personnel and their families wherever they are around the globe.

While we are achieving invaluable medical readiness training through our global
missions, the AFMS is also expanding our training opportunities on the domestic
front by partnering with the civilian health care community. We are looking at a
number of civilian facilities where Air Force medical professionals can gain training
in trauma and critical skills. We are already partnering with Ben Taub Medical
Center in Houston, the Center for Operational and Disaster Medicine at Depaul
Medical Center in St. Louis, and are negotiating a partnership with the R.A. Crow-
ley Shock Trauma Center in Baltimore, Maryland. We already have a successful
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trauma care agreement in place between Wilford Hall Medical Center and the city
of San Antonio, however one center cannot meet all the Air Force’s needs for trauma
and critical care training of more than 1,400 personnel each year. This training,
whether in a military or civilian facility, prepares our surgeons and medical teams
to provide leading edge care to our patients at home and around the globe.

In these many ways—through state-of-the-art technology, visionary planning, and
creative partnering, among others—medical readiness remains the true core com-
petency of military medics. By utilizing a set of new tools, we can meet our diverse
readiness missions and “engage the full spectrum of operations” in the new millen-
nium.

Population Health Improvement

During the past year, the AFMS made significant strides in our efforts to deliver
a fit, healthy and ready force, to improve the health status of the people we served
and to enhance the effectiveness and efficiency of the health care we deliver. We
continue to lead the way in population health improvement.

For example, we have some exciting work ongoing with the DOD Prevention, Safe-
ty, and Health Promotion Council (PSHPC), currently chaired by the Air Force. Two
of the primary prevention focal areas of the Council include tobacco use reduction
and alcohol abuse reduction.

Tobacco use is the single most preventable cause of premature death in the
United States, with 435,000 tobacco-related American deaths every year. In the
DOD, the cost of direct and indirect care for tobacco is estimated at an annual cost
of $900 million. In the Air Force, even healthy (under age 36) smokers’ health care
costs and work productivity loss is estimated at $107 million annually. These costs
are roughly equivalent to all the personnel assigned to an Air Force base the size
of Whiteman AFB, Missouri. One base, up in smoke every year!

The Alcohol Abuse/Tobacco Use Reduction Committee, a subcommittee of the
PSHPC, is actively addressing this significant public health issue. Partnering with
civilian researchers, a $2.3 million grant proposal was funded to conduct a DOD-
wide study identifying the optimum DOD tobacco cessation program. This four-year
project began in October and is designed to include 16 military installations across
all four services and to develop a model for installation-level tobacco reduction ef-
forts.

While DOD tobacco use, for the first time, is below a comparable civilian sample,
our goal is to meet or exceed the new Centers for Disease Control Healthy People
2010 goal of reducing the percentage of smokers to 12 percent. This will be no small
challenge, but we hope the initiatives in our tobacco use reduction plan will help
us reach this goal—and in fact, the plan is currently on schedule. The plan not only
targets prevention efforts for tobacco use, it also includes initiatives designed to im-
prove access to treatment. Specifically, we need to improve access for our bene-
ficiaries to combined behavior and pharmacological therapies that have proven effec-
tive. Thanks to our resale partners, we are addressing the issue of availability and
accessibility not only of tobacco, but also of tobacco cessation products in our com-
missaries and exchanges.

Finally, leadership support is a requirement for success of this initiative. The im-
pact that instructor personnel have on young airmen, sailors, marines and soldiers
as role models during military training and education cannot be overstated. They
must set the example both by not smoking in front of our young men and women
and by sending a clear message that tobacco use is not consistent with a fit, healthy
and ready force.

The PSHPC’s alcohol abuse reduction team has also had a very successful year.
Our plan targets four specific areas: (1) improved surveillance; (2) focused education
and training; (3) identification of high-risk groups; and (4) assessment and develop-
ment of best practice methodologies. I am pleased to report we are on track in all
areas. We have been able to add alcohol-related questions to an already existing
DOD customer satisfaction survey, enabling us to assess the prevalence of heavy
drinking in our TRICARE beneficiaries. We have also conducted a thorough analysis
of our service-specific unit leader prevention programs.

The prevention of heavy drinking requires effective educational efforts and, in
some cases, a cultural change. The shift toward population-based health care with
an emphasis on force health protection is crucial to our efforts. The responsible use
of alcohol needs to be conveyed from the top down. We can no longer afford the $600
million estimated DOD annual cost from heavy drinking.

At the Air Force level, the concept of building a healthy community involves more
than just medical interventions. It also includes local environmental quality and
hazards; quality of housing, education and transportation; spiritual, cultural and
recreational opportunities; social support services; diversity and stability of employ-
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ment opportunities; and effective local government. Impacting these elements re-
quires long-term, dedicated planning and cooperation between local Air Force com-
manders and civilian community leaders. The creation of the Air Force Community
Action Information Board (CAIB) this year brought a number of senior functional
area representatives from across the Air Force enterprise together to focus on com-
munity problems. The CAIB now provides senior level oversight for the Integrated
Delivery System (IDS) that provides preventive services at the base, major com-
mand, and Air Force level.

The first product of our IDS is the Air Force Suicide Prevention Program, started
in the summer of 1996, which has been very successful at reducing the rates of sui-
cide in the Air Force. Although even one suicide is too many, the significant reduc-
tion in human lives lost to suicide is a model for community-wide approaches.

A key tool for our program is the Suicide Event Surveillance System (SESS), a
web-based information management application that provides secure, real-time data
to all operational levels of the AFMS as well as participating partners within the
Air Force and DOD. The development of SESS provides a real-time centralized data
repository of all suicides and non-fatal self-injurious events (NFSE). This includes
demographic variables, event characteristics (date, time, method used, substances
used), and risk factors (marital, financial, legal, and other problems). E-mail notifi-
cation is automatically generated from the input source to the Force Health Protec-
tion and Surveillance Branch, notifying users a new case has been generated.

This meticulous approach to program management, complemented by outstanding
customer teaming and leadership, produced a high quality product. Most important,
a major new weapon is available in the force health protection arsenal, resulting
in an enhanced ability to meet mission needs across the Air Force. The fact that
the Centers for Disease Control and Prevention have expressed an interest in SESS
for nationwide use testifies to its success.

Primary Care Optimization

Another way we are in the vanguard of population health improvement is through
our primary care optimization (PCO) initiative, where we’ve been working diligently
to reengineer our primary care services. This initiative is critical since more than
80 percent of all the care we deliver in the AFMS is through our primary care clin-
ics. Our Air Force medical professionals in Europe paved the way with a highly suc-
cessful training program to optimize primary care within U.S. Air Forces, Europe.
We enhanced this program and adapted it for AFMS-wide primary care optimization
training. The result was our initial “Quickstart” training of some 800 personnel, in-
cluding two primary care teams (provider, nurses and technicians) from each of our
medical facilities, as well as representatives from our major commands (MAJCOMs).

The Population Health Support Division (PHSD) and MAJCOMs are now pro-
viding follow-on support to sustain, refine and monitor implementation efforts.
We've also fielded formal policy, developed a comprehensive PCO guide and imple-
mented a course in population health epidemiology to facilitate this initiative. Each
medical facility is fully vested in developing and implementing its PCO plan to en-
sure: (1) Each enrolled patient knows his/her provider primary care team; (2) Each
primary care team knows the health care needs of their patients; (3) Each primary
care team provides evidence-based care; and (4) Focus is on established performance
measures.

To achieve these desired goals, our facilities are aggressively implementing pri-
mary care manager (PCM) by name assignment. Knowing which patients are as-
signed to which PCM, allows the PHSD to provide demographics, preventive service
needs, chronic disease burden, and other essential information to PCMs for their use
in designing individual plans of care for each of their enrollees.

Through PCO, we've gained efficiencies in health care delivery by restructuring
our clinics, reassigning support staff to our PCMs, and providing additional training
to improve the skills of our enlisted and nursing personnel. We’re improving the ef-
fectiveness of our care by adopting the U.S. Preventive Services Task Force rec-
ommendations for clinical preventive services, the DOD/VA clinical practice guide-
lines for disease/condition management and other evidence-based clinical practices.
PCO also requires that we measure ourselves against nationally recognized stand-
ards for childhood immunizations, breast and cervical cancer screening, and pre-
natal care in the first trimester. And finally, because our primary mission is to pro-
vide a fit, healthy and ready force, we've developed the capability to measure and
facilitate individual medical readiness as mandated by the Joint Chiefs of Staff.

Through all of these efforts, we are steadily transitioning the AFMS from a sys-
tem of reactive sickness-based care to one of proactive, prevention-oriented health
care delivery. We are seeing real success, especially within the PCO teams and be-
tween the teams and their patients. The relationships are one of trust and under-
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standing that are reminiscent of the one-on-one care that we had from our home-
town doctors and their office staff. Our nurses, medical technicians, and health serv-
ice managers are now so much a part of the team and the delivery of health care
that many patients see them as their “Doc.” It’s exciting for everyone involved.

Our optimization efforts have not gone unnoticed. A tri-service team of functional
experts, lead by the Department of Defense Comptroller’s Office, recently recognized
the AFMS for the strides we made in creating a cultural change thriving on effi-
cient, quality health care. In fact, many of our programs have been adopted for im-
plementation across the Military Health System. We are very proud of this recogni-
tion, but we know our efforts to date are only the beginning of what we can accom-
plish.

Optimization demands a relevant performance metric and measurement system.
The AFMS strengthened its performance metrics last summer. The focus was on pri-
mary care—a key driver to any managed care program—and the trends are positive.
We used these results to not only identify areas for improvement with respect to
enrollment, provider productivity and staffing, but to also prove the effectiveness of
the many optimization initiatives deployed to date. It’s not surprising that, given
the success of this initiative, the tri-service performance metrics subsequently intro-
duced by OASD (Health Affairs) are almost a mirror image of the AFMS metrics.

The AFMS is also working closely with OASD (Health Affairs), the surgeons gen-
eral of the Army and Navy, and senior leadership from all three military depart-
ments, under the guidance of the Defense Medical Oversight Committee. This com-
bined effort is focused on studying various alternatives leading to an organized, ap-
propriately resourced military health system meeting the health care requirements
for today and the future.

Keeping the “Promise”

Fiscal year 2000 was the year of military health, with more than 50 initiatives
pending in congressional legislation, and culminating in the military medical legisla-
tion contained in the Fiscal Year 2001 National Defense Authorization Act. The Air
Force joins our sister Services in gratitude to Congress for helping us to meet our
commitment to our airmen, retirees and their family members.

We are especially pleased at the success of congressional efforts to make
TRICARE for Life a reality, restoring the full benefit to our older retirees, and we
hope to provide as many of them as possible the quality health care they so richly
deserve.

We are also delighted with other provisions of the National Defense Authorization
Act, such as the expansion of TRICARE Prime Remote to include family members,
the expansion of the National Mail Order Pharmacy to all beneficiaries, the elimi-
nation of copayments for active duty family members enrolled in TRICARE Prime,
and a permanent chiropractic benefit for active duty members, among other provi-
sions.

While these exciting changes were evolving, we in the AFMS were busy improving
our services at the grassroots level. For example, we are proud of our customer serv-
ice improvements in beneficiary assistance and claims processing. We now have
Beneficiary Counseling and Assistance Coordinators at every Lead Agent and med-
ical treatment facility (MTF). Our goal is to have them serve as the beneficiary ad-
vocate and problem-solver, interfacing with the MTF staff, managed care support
contractors, and claims processors. Additionally, to prevent claims problems before
they occur, we simplified our process and can now tout a claims processing turn-
around time of 96.5 percent within 30 days and submission rate by providers of 97
percent—removing beneficiaries as the middlemen.

If we fail to properly process a claim, beneficiaries no longer have to face the
stress of resolving TRICARE-related debt by themselves. A new DOD program es-
tablished a Debt Collection Assistance Officer at every Lead Agent and MTF to ad-
dress notices or negative credit reports due to unpaid TRICARE bills. With this sin-
gle point of contact, we will be able to identify how extensive the collection problem
is for our Air Force families and take all measures necessary to resolve collection
matters.

Another way the AFMS is proactively reaching out to its beneficiaries is through
our new Waiting Room Network (WRN). Recently, the Air Force entered into a mu-
tual agreement with a civilian company to provide our stateside MTFs with a
healthy lifestyle network specifically designed for patients. This top quality commer-
cial product is being featured nationwide, with more than 20 million patient views
per month. In our MTFs, the WRN will allow us to make the best use of the time
our patients spend waiting for prescriptions and appointments, time often wasted
reading old magazines and watching daytime television.
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Busy providers will find that basic health care information, often time-consuming
to share effectively, and other educational programs can be offered to patients via
the WRN. What a great way to achieve our goal of educating and empowering our
military families to make the best individual decisions about their life-styles and
health care choices—especially when they are a captive audience in the waiting
room! In the future, we hope to access the network for a small amount of time each
hour to pass along important information to our beneficiaries on AFMS and
TRICARE issues.

On Jan. 12, an agreement package was mailed out to each of our stateside MTFs
encouraging them to move quickly on deploying these systems in the high volume
waiting areas in each facility. We anticipate the full network will be operational
across our targeted facilities by the summer. Added good news is that the AFMS
worked hard to make this a DOD contract, making it available to other federal fa-
cilities who are interested.

No discussion on patient services would be complete without addressing our part-
nership with the Department of Veterans Affairs. Since the enactment of the DVA
and DOD “Health Resources Sharing and Emergency Act,” the Air Force community
has strived to identify areas to promote the sharing of resources between the two
departments. The Air Force continues to have numerous arrangements with the
DVA, and we presently have four successful joint ventures as well. The newest joint
venture, at Travis AFB, began in October. David Grant Medical Center at Travis
will provide inpatient services, same-day surgery, and outpatient specialty services.
Our other three joint ventures continue with great patient satisfaction at Albu-
querque, Las Vegas, and Anchorage.

We continue to pursue a number of joint initiatives with the DVA to improve mu-
tual efficiencies. For example, The DVA and DOD are participating in the National
Patient Safety Partnership; DOD is in the process of developing a reporting system
based on the DVA model. We are also partnering on the development of several new
clinical guidelines, such as redeployment health, substance abuse and uncompli-
cated pregnancy.

An area we in the AFMS are particularly proud of is the VA contracting partner-
ship established by our Air Force Medical Logistics Office at Fort Detrick, Mary-
land. This program, known as the VA Special Services (VASS), offers a tremendous
opportunity to reduce contracting lead times, leverage buying power, and save big
dollars in surcharge and procurement costs—and the savings from this program can
be redirected to direct patient care. In fact, in fiscal year 2000, the AFMS realized
a surcharge savings of more than $1 million and a cost-avoidance (money saved
through DVA vs. a different contractor) of $7.75 million. This partnership is exactly
that—a partnership—the AFMS provides the infrastructure and the DVA provides
the staff. It is a true win/win, also saving money for the DVA as they reduce prices
for larger bulk contracts. We are always looking for new ways to partner with our
federal colleagues whenever it makes good sense for everybody, especially the tax-
payer.

Quality Care, Satisfied Customers

Quality care continues to be the hallmark of the AFMS. With all of our facilities
accredited by the Joint Commission on Accreditation of Healthcare Organizations
(JCAHO), the Air Force continues to meet or exceed civilian scores. The average Air
Force clinic accreditation score is 97.0 percent (vs. 93.2 percent for the national av-
erage), and our hospitals score at an average of 92.3 percent (vs. 90.7 percent for
the national average). In addition, we are very proud of the fact that 90 percent of
Air Force military physicians who are board-eligible are also board-certified.

We are committed to ensuring the quality of our care remains exceptionally high.
For example, Air Force personnel are vital participants in the DOD Patient Safety
Working Group to improve health care by reducing medical errors and enhancing
patient safety. Nellis AFB Hospital, Las Vegas, Nevada, is a pilot site for the Pa-
tient Safety Program. Eglin AFB Hospital, Ft. Walton Beach, Florida, developed a
Medical Team Risk Management Training Program that has been adopted as a
model for DOD and presented to the American Medical Association, Veteran’s Ad-
ministration, and the 2001 TRICARE Conference. In addition, Air Force Materiel
Command has developed an innovative anonymous medical error reporting system,
which has provided promising data for risk reduction strategies, and invested in
pharmacy robotics for all their facilities. Finally, the Air Force has three teams par-
ticipating in the Institute for Healthcare Improvement Patient Safety Breakthrough
Series. All of these complementary initiatives will facilitate compliance with the Ex-
ecutive Order and National Defense Authorization Act directions to decrease med-
ical errors and improve patient safety.
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These are all ways we are striving to put our patients first. And, according to the
DOD Customer Satisfaction Survey, our patients feel we are succeeding! The latest
results show 80 percent of the 20 top-rated MTFs belong to the Air Force. At the
recent TRICARE conference, we also took the Satisfaction Awards in three of the
five categories, as well as the Access Awards in three of the five categories. But rest
assured, there is still room for improvement, and we will not rest on our laurels.

In conclusion, we look forward to the exciting changes in the delivery of military
health care in the coming year, but continue to emphasize our desire to be relevant
to the health care needs of our military family and reasonable as we address associ-
ated funding requirements. We appreciate this committee’s outstanding support in
these areas.

While it is truly our privilege to serve this great nation and our pleasure to serve
our patriots and their families in peacetime, let me be clear that the two cannot
be separated. The success of our medical readiness in wartime or disaster will be
the direct result of our vigilance and commitment to excellence in the duties we per-
form in our daily peacetime roles. There is still much work to be done.

Senator STEVENS. Thank you.

General Peake.

General PEAKE. Chairman Stevens, Mr. Inouye, distinguished
Senators: We have had an Army Medical Department since July of
1975. It is a rich heritage and I feel truly honored to be here as
the fortieth Surgeon General of the Army. It is an exciting time to
get this job: a new century, breakthroughs in medicine in things
like genomics and information management and technology in gen-
eral that allow us really to know more about our patients than we
have ever known before; interesting in terms of the threats around
the world, interesting in terms of the National Defense Authoriza-
tion Act, which gives us an opportunity to give improved services
to our military members and their families and to rebuild the trust
with the retirees who have served our Nation so well in the past.

It is an excellent benefit. It is one that we have heard several
times today about the importance of adequate and timely funding
if we are really going to see the promises of that benefit come to
fruition.

It is also important to recognize that we too have a responsibility
here in terms of making sure that we get the best value out of this
precious taxpayer dollar. We must and we will get better at writing
and managing our contracts. We must and we will continue to opti-
mize this direct care system of ours.

MISSION

While it is important, it is not only for the peacetime care that
it is important. Our mission is much larger than just peacetime
care. In fact, it gives us the opportunity to increase the robustness
of our direct care system, to give the satisfaction and quality of
practice that comes from practicing across the full spectrum of the
age group of patients that we are going to see in this, of having
excellence in our training programs that train not only doctors, but
nurses and our corpsmen as well and our medical technicians and
so forth. We need that population to be able to have those kinds
of training programs.

Further, it really establishes a sustaining base that allows us to
do all these other things, sending, deploying this quality worldwide
whenever the Nation needs it, wherever we need to support our
troops. It is things like Kosovo and Bosnia and Kuwait and Hon-
duras and Sinai and on and on where we have our folks today. It
is Arctic care that is going on today, where we are dealing with ten
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outlying villages in the inner part of Alaska. So it is more than just
peacetime health care that we are really talking about. It is appre-
ciated and it is needed.

If T could, I would like to read just three pieces of correspond-
ence, excerpts, that have come across my desk recently. One is
from:

Senator STEVENS. Could you pull that mike a little bit closer,
General.

General PEAKE. Yes, sir.

One is from a sailor from the U.S.S. Cole who is relating his ex-
perience coming through Landstuhl, Germany, our Army Medical
Center that is jointly staffed with the Air Force, by the way. It
says: “Although the flight from Yemen was long and arduous at
times, you could see it in the eyes of your personnel and we felt
it in our hearts that we were safe and in good hands. For me per-
sonally, it was like being dropped in the arms of angels. Those who
initially cared for me in the early hours of October 12th for all
practical purposes allowed myself and my family here in Jackson-
ville to celebrate the joy of life once again.”

The next is from an Army parent, someone, actually a career offi-
cer who has now been selected for command, who wrote it on the
back of a critique sheet: “If you ever need a family to speak about
the Army medical system, please call me or my wife. My daughter
had cancer at age 6. She is now 14. The radiation caused a deterio-
ration of her eyesight. We knew this would happen. She is now 20—
25 because of your eye doctors. There is no way to put a cost on
the care and concern your doctors have given to our family. Doctors
like Mary O’Hara are truly angels.”

Finally, a note from a captain recruiter, a female officer who was
trying to find obstetrics care. Our recruiters, you know, we put out
in various places away from military treatment facilities so they
can build the force. So she is a member of TRICARE Prime Re-
mote, which is, fortunately, with National Defense Authorization
Act (NDAA) now expanded to active duty family members. But she
says she was having some trouble finding an obstetrical provider:

“I have spoken with Mrs. Pat Margola at the Military Medical
Support Office—that is an assistance office—and she has resolved
the issue. I cannot thank you enough for taking care of soldiers. It
really meant a lot to me, my family, and, believe it or not, my sol-
diers as well. We have all regained faith in the system and in the
chain of command.”

PREPARED STATEMENT

This is military medicine across the spectrum and why it is im-
portant, just as you said, Senator Inouye. As General Shinseki
said, it is all about people and quality and trust. I am proud to be
a part of it and I really appreciate a chance to be here today with
you.

Thank you.

[The statement follows:]
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PREPARED STATEMENT OF LIEUTENANT GENERAL JAMES B. PEAKE

Mr. Chairman and Members of the Committee, I am Lieutenant General James
B. Peake. I thank you for this opportunity to appear before your Committee. It is
my privilege to serve as the fortieth Army Surgeon General.

This morning I would like to discuss the opportunities and challenges that face
the Army Medical Department. I will frame this discussion in terms of the three
fundamental components of our mission; Projecting a Healthy and Medically Pro-
tected Force; Deploying a Trained and Equipped Medical Force; and Managing the
Health of the Soldier and the Military Family.

As we look to the future, The Army Medical Department is in synchrony with the
Army Vision articulated by General Shinseki and we are linked to the Trans-
formation that will keep the Army relevant in the 21st Century. His focus on People
puts Army Medicine squarely in the middle of our Army’s Well Being Campaign,
both as we promote the health and provide the care for the force, but also in how
we attract the best for the Army Medical Department keeping the focus on the qual-
ity that is a fundamental requisite. Initiatives that I will discuss tie directly to the
need to recapitalize the legacy force; leverage current day technology to build the
interim force, and to get the right axis on research, science and technology to de-
velop the objective force of the future. The tenets of Army Transformation—agility,
versatility, and responsiveness—resonate throughout the Army Medical Department
today.

A HEALTHY, FIT, AND MEDICALLY PROTECTED FORCE

This simple statement understates the extent of what must be done to be success-
ful in this mission. Health is the absence of disease and disability. It is not only
the routine endemic diseases for which we have a plethora of vaccines, but the
uniquely military challenges such as Adenovirus and the vaccine shortfall that we
now have because there is no commercial market. It is the Mental Health of our
soldiers who may be away from home for the first time, under physical and mental
stress either in training or on deployment. Health in relative terms includes the
mitigation of injury in a manner that is tied to fitness for the mission. It is more
than vaccines. It is education. It is surveillance for patterns of illness and of the
environment. It is policy and procedures that all must be based on legitimate
science. It is all of these complementing one another to provide healthy and fit
forces.

Among the lessons learned by military medicine from the Persian Gulf War is the
importance of Force Health Protection and the need for attention to it before, dur-
ing, and after the deployment. It is the leverage of information and information sys-
tems that will allow us to take this core competency of Military Medicine and make
major advances. Ultimately, a longitudinal and queriable patient record will facili-
tate this proactive approach. The Personal Information Carrier (PIC) in the Army
and the links to the Composite Health Care System II that we will soon be fielding
is the right axis of advance. The link between the medical team in Bosnia and the
redeployment site for the 49th National Guard Division at FT Hood, Texas, was an
example of how flow of medical information could improve the processing of soldiers,
insure that they have the right kinds of follow-up and access to the medical care
they deserve, and there is a data base that can support the process.

We are doing some fundamental reorientation of Military Medicine to emphasize
proactive preventive services and the research to make changes based upon science.
At Fort Sam Houston, a focused program on trainees entering advanced individual
training has resulted in a marked reduction in injuries in two different battalions.
Brigadier General Lester Martinez at the Center for Health Promotion and Preven-
tive Medicine has major thrust areas in injury prevention, smoking cessation, wom-
en’s health issues to name but a few. These efforts on behalf of soldiers and their
families will have direct applicability to the civilian sector.

Casualty prevention runs across the life cycle of the soldier. It includes personal
protection that runs the range from sun screen-chemical protection combinations, to
ankle braces, to vaccines to protect from biological weapons. But, personnel moni-
toring, environmental monitoring, and comprehensive medical surveillance are key
to being proactive, not only to specific incidents, but to developing the Science and
Technology questions that must be pursued to get us to the future. Control of envi-
ronmental and occupational-health hazards must be accomplished in austere battle-
field environments with tools and techniques that are strategically deployable. Bat-
tlefield environments are quite different than industrial settings. It includes pro-
viding safe food and water, and the knowledge and skills to deal effectively with the
industrial contaminants of the modern battlefield. Sustaining a service member’s
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health, in the field or at home station, produces a far better readiness outcome than
providing health care after the fact of illness or injury.

The Army is also the executive agent for the Department of Defense program to
immunize all United States military personnel against the grave and urgent threat
of “weaponized” anthrax. The Anthrax Vaccine Immunization Program began in
March of 1998 for all military personnel assigned, attached or scheduled to deploy
to the 10 designated high-threat countries within the Arabian and Korean penin-
sula. Our Anthrax Vaccine Immunization Program Agency provided execution and
management oversight of over 1.9 million immunizations delivered safely to over
496,587 service members worldwide. 1,439 adverse events, mostly local, temporary
reactions, have been formally reported since March 1998. This represents a safety
profile similar to most common vaccines.

Each adverse event is reviewed by an independent committee of national experts
commissioned by our Anthrax Vaccine Immunization Program Agency and rep-
reserg:s an unprecedented level of effort to ensure the health of our soldiers is pro-
tected.

The Federal Strategic Force Health Protection Initiative has been staffed and syn-
chronized with the Army, Department of Veterans Affairs, and Department of
Health and Human Services. This creates a nationwide network of Department of
Defense, Veterans Affairs and Federal Occupational Health clinics that allows us to
provide not only the anthrax vaccination, but also medical and dental support to the
Reserve components within reasonable distances of individual members.

There has been recent and continued interest in the health effects to our armed
forces as a result of exposure to depleted uranium. The health effects of depleted
uranium have been studied for more than 50 years and, while this metal is slightly
radioactive, its primary health effects are from extensive exposure and due to its
heavy metal properties. The Army Medical Department has been assessing the
health and environmental risks from depleted uranium for decades; most recently
in support of Office of the Special Assistant for Gulf War Illness exposure assess-
ments for Gulf War Veterans. The Army Medical Department has historically been
the lead in responding to issues concerning depleted uranium. The Army has imple-
mented a training program to inform soldiers about depleted uranium and its effects
on health and the environment. Only individuals in, on, or near armored vehicles
at the time of penetration by depleted uranium might exceed United States peace-
time safety standards for depleted uranium intake.

The health effects of depleted uranium are being assessed by the World Health
Organization, and the environmental levels of depleted uranium in the Balkans and
the resulting environmental impact are being evaluated by the United Nations En-
vironmental Program. Internationally recognized Army experts have accompanied
the field scientific surveys and participated in the data analysis and formulation of
the reports. Additional information on depleted uranium is available on http:/
www.gulflink.osd.mil.

Comprehensive Medical Surveillance entails the aggregation of data from all ele-
ments of Force Health Protection to develop a picture of an emerging problem or
identify future research priorities or countermeasures to better protect the force.

Personnel monitoring includes programs such as the Department of Defense
serum repository, pre- and post-deployment screenings, and accurate record keeping
to document all care provided—either on the battlefield or in a fixed facility. Grow-
ing automation of medical systems through such efforts as the Computerized Pa-
tient Record, the Personal Information Carrier, and Medical Communications for
Combat Casualty Care will dramatically increase our ability to maintain exposure
and health-care records.

Environmental monitoring entails knowledge of potential health threats in the
air, water, and soil to which our service members are exposed. A variety of sensors
are under development for both medical and non-medical monitoring of the environ-
ment that will allow us to understand and predict the exposures of an individual
soldier. Army Preventive Medicine Units are currently assessing the occupational
and environmental health risks to our force in Bosnia, Kosovo, Kuwait and numer-
ous other locations throughout the world.

Thanks to the tremendous efforts of the prevention communities of the Services’
Medical Departments, most elements of Force Health Protection are well in place.
However, there is still work to be done. Information systems are key enablers. Moni-
toring of the environmental threat must be automated through the development of
the Defense Occupational and Environmental Health Readiness System, and its in-
tegration into military deployments through the Theater Medical Information Pro-
gram and Medical C4I efforts.

Even as we enter the 21st century, many longstanding health threats sadly re-
main: alcohol and tobacco abuse, injuries, and old diseases with new faces, like tu-
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berculosis and malaria. Clearly the research axis in the Army’s transformation is
critical as we build the wellness and Force Health Protection into the Objective
Force.

Congress has entrusted the United States Army Medical Research and Materiel
Command with the management of many congressional special interest research
programs that will support this goal. The Medical Research and Materiel Command,
commanded by Major General John Parker, ensures the sponsorship of meritorious
science that can have great benefit for the Department of Defense. The Department
of Defense has received high praise from Congress as well as the science and advo-
cacy communities for the administration of these programs. The science that has
come from these efforts has been remarkable.

Since the inception of the Breast Cancer Research Program, 2,290 awards have
been made with fiscal years 1992-1999 funds and another 900 awards are antici-
pated using fiscal years 2000-2001 funds. The research portfolio totals over $1 bil-
lion. The following products have been reported by investigators and represent a
measure of the program’s success: over 2,300 publications in scientific journals,
1,800 presentations at professional meetings, and 30 patent/license applications.
Tangible program accomplishments and outcomes directly resulting from this fund-
ing have been in the areas of breast cancer treatment and quality of life, environ-
mental carcinogenesis, angiogenesis, mammographic imaging, training, and infra-
structure enhancement. The outcomes of the research supported by this program
were reported back to the American public last summer during the very successful
Era of Hope meeting. There were 1,018 participants including Breast Cancer Re-
search Program research grant awardees, other renowned scientists, health care
providers and clinicians representing the United States Army, Air Force, Navy, and
Public Health Service. Over 100 news stories resulted from interviews with local
and national news media outlets. Over 20 interviews were broadcast live to local
markets across the country. Time magazine (June 26, 2000) published a one-page
article on the research funded by the Breast Cancer Research Program. Most re-
cently, the Army’s contributions to breast cancer research were highlighted in
MAAM magazine (January 2001), entitled “Three’s Company: The Army, Women
with Cancer and the Medical Community have Joined Forces.”

Since the inception of the Prostate Cancer Research Program, 295 awards have
been made with fiscal years 1997-1999 funds and another 300 awards are antici-
pated using fiscal years 2000—2001 funds. The research portfolio totals over $260
million. The Department of Defense Prostate Cancer Research Program is sup-
porting innovative, multidisciplinary research to conquer prostate cancer. While the
program is relatively young, the diverse portfolio of funded research is making im-
portant contributions to understanding the prevention, detection, diagnosis, and
treatment of prostate cancer. The research strategy designed by the Prostate Cancer
Research Program is yielding results that are ready for clinical testing and applica-
tion, thus aiding in the national health effort to impact the well-being of all people.

The United States Army Medical Research and Materiel Command is working in
support of national cancer research priorities affecting the health of all Americans.
By emphasizing innovation in the administration and conduct of research, major ac-
complishments in cancer research have been realized.

The Volume AngioCAT Project is a newly conceived medical device that could em-
ploy, simultaneously and in real time, several imaging technologies to provide physi-
cians with a new level of anatomic and physiologic data. Advanced detection, before
the onset of symptoms, might be provided for such important disorders as athero-
sclerotic cardiovascular disease (which leads to heart attack and stroke), orthopedic
disorders (arthritis, osteoporosis affecting a variety of structures), or even infection
and cancer. Such information might allow aggressive new preventive interventions
in patients where pathology was “missed” on routine physical examinations, thus
maintaining a healthier active duty and retired population. We have the opportunity
to study the value of such advances to determine if it offers real benefit or just
greater cost. The first prototypes of a Volume AngioCAT will function in fixed facili-
ties; however, the research may lead to the development of units that could function
in deployed environments for rapid diagnosis of the injured warfighter.

The Disaster Relief and Emergency Medical Services program is designed to lever-
age the resources at academic institutions to save lives and reduce costs for injured
persons in both the military and civilian sectors. This project consists of three inter-
related components that tests interactive telemedicine technologies to treat patients
in both urban and rural settings. The diagnostic methods and therapies component
will treat patients who are unable to receive advanced care quickly, and develop
mechanisms to extend life beyond the “golden hour.”

The Center for Integration of Medicine and Innovative Technology last year yield-
ed almost twenty-five cutting edge projects pioneering minimally invasive therapies
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in diverse research areas as Cardiovascular Disease, Cancer, Stroke, Trauma, and
Critical Care. Eighty-seven publications and reports were published; sixty-five ab-
stracts and presentations were done. The “Enabling Technologies for Medical Sim-
ulation” project is developing the underlying technologies essential to develop med-
ical simulation training devices to train combat medical personnel in trauma proce-
dures.

The Combat Trauma Patient Simulation System program is developing a system
of digitized mannequins that realistically respond to wound condition and medical
treatment interventions as would the human body. It will enhance initial and
sustainment training for medical personnel by simulating battlefield injuries by
type, interventions and outcomes.

The diabetes project is a coordinated effort in the diagnosis, management, and
treatment of diabetes and diabetic retinopathy. A diabetes center, the Department
of Defense and the Department of Veterans Affairs have joined in a cooperative ef-
fort to deploy and evaluate this disease management healthcare model. By jointly
developing and implementing these research protocols, we are in a position to move
forward with a phased implementation of an evidence based practice model that can
be scaled for high volume deployment in a resource efficient and cost effective man-
ner at any identified site.

The scientific and support staff of the United States Army Medical Research and
Materiel Command, under MG John Parker, deserve special recognition for their
dedication and accomplishments.

DEPLOY A TRAINED AND EQUIPPED MEDICAL FORCE

General Eric Shinseki describes America’s Army as “Soldiers on Point for the Na-
tion—Full Spectrum Dominance—Persuasive in Peace, Invincible in War.” Facing
the challenges of this new century, he has begun the process of transforming the
Army into a force that is responsive, deployable, agile, versatile, lethal, survivable,
and sustainable.

Army medicine is integral to the capability and culture of the Army and has un-
dergone significant transformation to maintain its relevance and value to the Army
of the 21st Century. We are supporting Army Transformation through the re-
engineering of the deployable medical force, adoption of the best modern clinical and
business practices, and military medical research and development that is focused
on the protection of soldiers and care of combat casualties. We have focused upon
the training, leader development, and enabling of soldier medics to operate inde-
pendently and far forward with the highly mobile and dispersed force they will sup-
port.

The Medical Reengineering Initiative will reshape our Corps and Theater level
medical systems to be more modular, flexible, and strategically deployable to pro-
vide the capabilities needed for the full spectrum of military operations. We have
also worked hard to reshape our support to division units and below. Additional
medical support, with a special emphasis on preventive health services, has been
placed closer to the combat soldier. Staying the course on Medical Reengineering
Initiative parallels the Army’s transformation plan, links directly to the recapitaliza-
tion of the legacy force, and will facilitate the medical support to Army moderniza-
tion. It assures the best possible Force Health Protection to the Army’s most impor-
tant asset, its soldiers.

Medics in support enable the soldier to be on point for our nation. In October
2001, soldiers will begin a 16-week training program at the Army Medical Depart-
ment Center and School to become more skilled and competent medics in the 21st
century. The newly created 91W Military Occupational Specialty, Health Care Spe-
cialist, will merge today’s 91B Military Occupational Specialty, Medical Specialist
and 91C Military Occupational Specialty, Practical Nurse and provide additional
skills to meet the operational combat health-support needs of the future battlefield.
Training will be focused on emergency care, primary care, medical force protection,
and evacuation and retrieval. All medics will graduate with National Registry
Emergency Medical Technician certification and be required to routinely revalidate
their critical medical skills. This major Military Occupational restructuring creates
an axis of advance into the 21st century for the combat medic.

Army graduate medical education programs provide the vast majority of our mili-
tary medical specialists. Our fully accredited programs are among the best in the
world. In a recent survey, the majority of our specialties have a 100 percent board
pass rate, with the overall pass rate for all specialties at 87 percent. The programs
produce a cadre of highly trained and skilled soldier—physicians. Our programs re-
main among the most effective means of recruiting and retaining quality physicians.
In addition to the full breadth of clinical skills, Army graduate medical education
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programs are augmented with military unique aspects of a given specialty, which
prepares physicians for the rigorous demands of practice in a wartime or contin-
gency environment. After completing graduate medical education, this highly skilled
cohort is among the most versatile group of professionals that can be deployed at
all levels within the theater of operations to support the medical mission.

The value of integrating military unique curriculum within graduate medical edu-
cation programs to facilitate force transformation cannot be overstated. When De-
partment of Defense mandated the implementation of the curriculum, there were no
resources set aside to support training. However, each specialty program director
has taken advantage of operational opportunities as well as formalized activities.
Residents receive orientations and lectures concerning war zone injuries, trauma
and military deployments. Additionally, they attend formalized training including a
centralized combat casualty care course, advanced trauma life support training,
medical management of chemical and biological casualties and bushmasters course
conducted at the Uniformed Services University of the Health Sciences. Despite
funding difficulties, imaginative solutions are used to incorporate military training
without compromising training by deploying residents along with staff physicians
during actual deployments. Concurrently, residents participate in medical readiness
training exercises, spend time assigned as a brigade surgeon and participate in field
training exercises where basic combat task training and testing is conducted. Feed-
back from our residents and staff regarding the aforementioned efforts has been
very positive.

Medical evacuation of wounded and injured soldiers from the battlefield has been
the Army Medical Department’s number-one priority for modernization for several
years. Clearing the battlefield serves as a critical enabler for the combat com-
mander, allowing him to concentrate on the prosecution of the mission. Air evacu-
ation is the fastest and most flexible method, and the Army Medical Department
has been working with the aviation community to improve the UH-60 Blackhawk
and create a state-of-the-art evacuation platform—the UH-60Q. The UH-60Q has
an upgraded avionics package that improves situational awareness for the pilots,
and a reengineered interior treatment module to facilitate enroute care for patients.

The Army Transformation Strategy requires a capable, recapitalized Legacy Force
focused on the Counter Attack Corps. The Armored Medical Evacuation Vehicle is
critical to the recapitalization of this Legacy Force, is intended to replace the M113-
series evacuation vehicles in the Counter Attack Corps only. The Armored Medical
Evacuation Vehicle uses excess M2A0 Bradley Fighting Vehicles, that have the tur-
ret removed and the roof squared off and raised 13 inches. This system will provide
the medical platoons and forward medical companies with a ground evacuation plat-
form that can keep up with the combat elements they support while providing im-
proved protection and on-board capability and a common platform for maintenance
for support.

Another Army Medical Department modernization effort is exploratory work on
the next generation of medical shelter systems. This effort is looking at developing
a family of rigid and soft-sided containers that will facilitate strategic and tactical
mobility while providing an appropriate environment for surgery and intensive care.
These shelters will incorporate autonomous power generation and environmental
control and be wired for digitization. They will be capable of operating in chemical
and biological threat environments. Their multi-functional design will allow for
quick reconfiguration for multiple medical applications.

To promote tactical mobility, the Army Medical Department is working with the
Transportation Corps to define medical requirements for trucks in the Family of Me-
dium Tactical Vehicles, or FMTV. The FMTV-LHS consists of a truck with a pneu-
matic load-handling system that will be used to transport current and future
deployable medical systems.

A major initiative in support of Army Medical Department Transformation and
Army digitization is the Theater Medical Information Program. The Joint Theater
Medical Information Program, or TMIP, will let us phase out manual and stove-
piped legacy automation systems and replace them with a fully integrated, joint
medical information system. This is a critical enabler for Force Health Protection,
automating the documentation health care and health surveillance, managing logis-
tics and patient movement, and providing the situational-awareness for medical
planners to tailor medical forces and increase their span of control. It will provide
a common information environment for all the military medical services that are
continuous from the forward-deployed medical elements to the sustaining base in
the United States. One Example is the automation of patient tracking through the
Transportation Command Regulating and Command and Control Evacuation Sys-
tem (TRACZES) is essential for coordinating and synchronizing the movement of
military patients throughout the Military Health System in both peacetime and in
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war. Transportation Command Regulating and Command and Control Evacuation
System will permit casualty tracking throughout the battlefield, and provide in-
transit visibility of casualties. At the same time, it will speed the strategic move-
ment of patients to the bed with the right capability to care for them.

The Army will implement the Theater Medical Information Program through the
program Medical Communications for Combat Casualty Care. This major acquisition
program will build and support the Theater Medical Information Program infra-
structure and provide the necessary integration with Service and joint command
and control and combat service support systems.

Using new technologies, digitization, and enhanced mobility to achieve a lighter,
faster, more responsive medical capability will ensure that military medicine is
there to support the deployed service member

MANAGE THE HEALTH OF THE SOLDIER AND THE MILITARY FAMILY

When I speak of “managing care”, it can get caught up in the rhetoric of a focus
on shareholders rather than our patients. It is the soldier and the soldier’s family
for whom we exist. It is the quality of their care, their trust in our system, their
satisfaction with their treatment whether for the soldier on a battlefield or their
families in all the places we send them across the United States and around the
world, that is our ultimate grade. Managing in this context means the right care
by the right provider at the right time; care delivered efficiently and effectively
without “hassle”. This has been reaffirmed by Congress with the generous medical
programs in the National Defense Authorization Act this last year. It has been rein-
forced by the Army Leadership as Well Being has become a major thrust in the
Army’s Transformation.

I sit before you with my fellow Surgeons General. We cannot provide outstanding
managed care without working closely together. Each of us have a responsibility to
support the warfighters of our own service; to cover the unique environments and
cultures that gives us the best Army, Navy, and Air Force in the world. But in the
business of managing care, we share a common passion for quality, for the improved
and sustained health of our military families, and the links to those retirees who
have served this nation in the past.

TRICARE is the program that provides the military health care benefit for 8.1
million eligible beneficiaries throughout the Military Health System. TRICARE
brings together the health care resources of the Army, Navy and Air Force and sup-
plements them with networks of civilian health care professionals to provide better
access and high quality service while maintaining the capability to support military
operations.

A majority of the beneficiaries receive most of their care from the military treat-
ment facilities that are part of the Direct Care System. During the drawdown in
the early 1990s, the Army Medical Department shrank by 34.5 percent, commensu-
rate with the rest of the Army. The number of eligible beneficiaries only declined
by 13 percent. This created a large gap between the capacity of the Direct Care Sys-
tem and the needs of the beneficiary population. This also created the requirement
for our Managed Care Support Contract Partners.

Since 1995, the TRICARE Management Activity, representing the Department of
Defense, has awarded seven contracts to 5 different contractors to provide health
care in all 12 administrative regions of the United States. These contractors build
civilian managed care networks within their region(s), handle claims processing and
augment the Direct Care System as needed at the local military treatment facility
level. This has been an effective but expensive partnership, partly because, with our
downsizing and changes in cash flow, we have seen care shift from care we can de-
liver to care we purchase through the contracts.

One of my top priorities as Surgeon General is to optimize the direct care system.
Optimization is essential to improve access and to control the costs of health care
across the Military Health System. Increased efficiency is even more important with
the recent passage of the National Defense Authorization Act for Fiscal Year 2001,
which enhances the health care benefit for the military family. I have charged our
Regional Medical Commanders with optimizing the productivity and utilization of
our hospitals and clinics consistent with sound business practices. This means in-
suring adequate support staff supports the clinician, it means making the physical
improvements needed to increase efficiency. I am not asking for a wish list, but
rather for business plans that will clearly identify the payoffs for this investment.
This type of targeted investment of resources in support of the direct care system
is overdue. Successful optimization will decelerate the rising cost of health care. In
time, it will relieve pressure on the services’ Program Objective Memorandums and
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reduce diversion of funds to the Defense Health Program, while improving customer
relations and patient satisfaction.

In October 2000, optimization began in the Northwestern TRICARE Region (Re-
gion 11). The Lead Agent has been given expanded authority to allow for better de-
cision-making. Success in Region 11 Pilot Program is of the highest priority and will
lead the way in transforming the way that we do business across the Military
Health System.

But, Region 11 is not the only place striving for innovative ways to improve qual-
ity and efficiency. While there are many success stories, the following cases dem-
onstrate the fiscal opportunities our medical treatment facilities can execute.

—Tripler Army Medical Center in Honolulu, Hawaii, provides an example. The
$3.5 million business plan initiative investment implemented several years ago
targeted the replacement of certain resource sharing agreements that were not
cost effective with medical treatment facilities staff. The elimination of these
agreements not only returned $1.1 million in annual cost savings to the Govern-
ment after the contractual bid price adjustment, it also provided the medical
treatment facilities with greater flexibility in providing health care to the active
duty as well as other non-CHAMPUS beneficiaries. Tripler Army Medical Cen-
ter also plans to initiate a satellite pharmacy at the new Navy Exchange on the
island of Oahu. The satellite pharmacy initiative currently being proposed is fo-
cused on reducing the managed care support contractor’s claims for prescription
drugs in an effort to risk share the cost savings this joint venture will achieve.
Preliminary estimates project 30 percent to 40 percent savings in the contrac-
tor’s retail pharmacy costs that we will risk share through the bid price adjust-
ment process. Since the contractor has returned funding to the Government at
each bid price adjustments for the TRICARE Regions 9/10/12 managed care
support contract, this initiative should reinforce the positive cash flow to the
Government.

—Darnall Army Community Hospital in Fort Hood, Texas, initiated several busi-
ness case initiatives last year focused on providing the full continuum of health
care to their Prime enrollees at the military treatment facility by minimizing
the need to purchase care from civilian sources. The military treatment facility
is also proposing additional recapture opportunities this fiscal year to continue
their health care commitment. The scope of their initiatives range from in-
creased staffing to minor facility modification in their endeavor to maximize
military treatment facility capabilities to a full potential. A few examples follow:
—The obstetrics business initiative increased military treatment facility staffing

for certified nurse midwives and support staff to maintain existing Obstetrics
workload in-house. This enabled the recapture of 40 deliveries per month that
had been previously disengaged to the civilian network. The investment of $1
million has a projected return of $2.3 million and cost avoidance of $4.7 mil-
lion.

—The internal medicine business initiative increased military treatment facility
staffing for civilian internists to replace lost military physicians. The invest-
ment of $417 thousand has a cost avoidance of $1 million.

—The orthopedic business initiative will add a civilian physician and support
staff to the military treatment facility. The investment of $400 thousand has
a projected recapture of $817 thousand in orthopedic claims currently in the
civilian network.

—The satellite pharmacy initiative currently being proposed is focused on re-
ducing the managed care support contractor’s claims for prescription drugs in
an effort to risk share the cost savings this joint venture will achieve. As part
of the resource sharing agreement the government would fund the facility
modification costs for a satellite pharmacy to be located at the Fort Hood local
Post Exchange. The contractor would provide pharmacy staffing to dispense
the prescriptions and funding to procure the pharmaceuticals through govern-
ment sources. A preliminary study of the top drugs prescribed in the civilian
network projects an estimated 150 percent savings by using the Federal
Schedule pricing versus average wholesale price for pharmaceuticals.

—Madigan Army Medical Center in Fort Lewis, Washington, has recently imple-
mented a multi-faceted approach towards increasing their inpatient ward and
surgical capabilities as part of the TRICARE Region 11 Lead Agent Pilot Dem-
onstration. By increasing their military treatment facility staff, they plan to in-
crease their average daily inpatient census from 123 to 133 and expand their
average daily operating rooms from 9 to 11. The Lead Agent’s goal is to opti-
mize the Military Health System and reduce purchased care costs currently
borne by the government and the managed care support contractor in Region
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11. Based on the time-phased investment plan, the region projects a $7.2 mil-
lion overall return on investment.

—Evans Army Community Hospital in Fort Carson, Colorado, has submitted a
business initiative to expand their military treatment facility orthopedic staff-
ing. Their goal is to realign the administrative Medical Board responsibilities
from the military physicians to a physician assistant, orthopedic technician, and
nurse. The reengineering process will avail the military physicians for direct pa-
tient care and surgical procedures at the military treatment facility. This action
has the potential of recapturing a moderate amount of orthopedic civilian pur-
chased care claims for a relatively low investment cost. Preliminary analysis es-
timates an annualized cost savings to the Government of $250 thousand after
risk sharing with the managed care support contractor.

—South East Regional Medical Command (SERMC) has submitted a business ini-
tiative that will enhance the management and efficient use of our military and
civilian hospital physicians by reducing data entry requirements and improving
patient documentation accuracy. The initiative proposes the use of voice dicta-
tion equipment and coding staff to increase provider productivity by four ap-
pointment template spaces per day. The increased appointment templates have
the potential of reducing active duty and CHAMPUS-eligible referrals for pur-
chased care, which will decrease supplemental care and managed care support
contract costs at each bid price adjustment. Additional intangible benefits are
improved quality of care, greater billing accuracy for Third Party Reimburse-
ments and Joint Commission on the Accreditation Healthcare Organization
compliance.

Walter Reed Army Medical Center Washington, D.C. also initiated several busi-
ness initiatives last year focused on increasing the volume and complexity of med-
ical cases treated to strengthen its graduate medical education programs. The in-
vestments improved provider support staff ratios from less than 1 support staff per
provider to more than 2. The actions also increased civilian nurse salaries in order
to better recruit and retain nurses in a highly competitive labor market. Early re-
sults have been favorable; not only has the complexity of the average inpatient dis-
position, measured by case mix index, increased by more than 7 percent, but both
outpatient and inpatient workload has increased by nearly 10 percent. The long-
term impacts of these investments go beyond the graduate medical education pro-
grams and should become evident over the next several fiscal years. The increased
capacity in the military treatment facilities should reduce the cost of our TRICARE
contracts and competitive salaries for civilian healthcare employees will improve our
ability to recruit and retain the best personnel in a dwindling labor market. A final
benefit of the investment is improved staff and patient satisfaction.

There are systems issues also that contribute to this optimization. The Army Med-
ical Department has been at the forefront of the Department of Defense in re-
engineering supply chain management, leveraging into strategic partnerships with
the Military Services, the Defense Logistics Agency, and the Department of Vet-
erans’ Affairs to increase purchasing volume and obtain the best value. We have
also invested in technologies such as Digital Imaging Networks, Point of Use sys-
tems, and pharmacy robotics to improve productivity, accuracy, and cost accounting.
The Army Medical Department has embraced acquisition reform and electronic com-
merce initiatives to reduce paperwork, improve responsiveness, and enhance deliv-
ery of the healthcare benefit.

The expanded pharmacy benefit beginning April 1, 2001, will include improved ac-
cess to a wider variety of appropriate and cost-effective medications through the Na-
tional Mail Order Pharmacy and the TRICARE retail pharmacy network with mini-
mal co-pays. Beneficiaries who utilize the military treatment facility pharmacies
may continue to do so with no out of pocket expense. The act further authorized
access to non-network pharmacies with an annual deductible of $150 and a co-pay
of $9 or 20 percent per prescription, whichever is greater. Where we can bring this
work back into our system, we will benefit from our favorable pricing.

Effective October 1, 2001, eligible beneficiaries who continue to receive medical
care from their current Medicare providers will have TRICARE as their second
payer. TRICARE will pay their out-of-pocket costs for services covered under Medi-
care. In addition, they will have access to benefits that may not be covered by Medi-
care. To participate, beneficiaries must be eligible for Medicare Part A and enrolled
in Medicare Part B. This is a step in the right direction towards keeping faith with
our most senior retirees. Where we can leverage the existing infrastructure of the
direct care system by covering the marginal costs of caring for this expensive class
of patient, we will save the taxpayer’s dollar and protect an ever dwindling Medi-
care trust fund.
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We continue to pursue the Information-management systems that are essential
enablers for optimization. We are scheduled to begin deploying the Composite
Health Care System II that augments the capabilities of Composite Health Care
System I this summer. After a prolonged and exhaustive redevelopment process
characterized by superlative collaboration between technical and functional experts,
Composite Health Care System will provide a legible and readily available comput-
erized patient-record system that will be shared across Composite Health Care Sys-
tem hosts. Through it, providers will be linked to laboratory, pharmacy, radiology,
and other services. By eliminating duplication of effort in record input, it will facili-
tate interaction between providers and patients.

Additionally, Composite Health Care System II will support best business prac-
tices, medical surveillance, and clinical research by permitting rapid data query on
individuals and populations, which will supply critical information to providers from
treatment room to Army Medical Department headquarters. Composite Health Care
System II will be the heart of cutting-edge health services and will provide support
to optimization across the Military Health System. Early success in optimization is
critical to sustaining the Military Health System business reengineering momen-
tum. However, neither optimization nor any other improvement in health services
delivery can be accomplished without quality healthcare professionals. Recruiting
and retaining quality medical personnel is a major concern of the Army Medical De-
partment leadership.

The civilian health-care industry is very attractive to our mid-term officers, en-
listed personnel, and civilians. We need to find new ways to compete with the civil-
ian health care industry. We need additional incentives and benefits to attract and
retain quality people. Most importantly the quality of practice that comes from ade-
quate support staff, quality facilities and a full spectrum of patients where the pa-
tient is the focus of the effort are the factors that will attract and keep our quality
people on our team.

Special pay authorities are becoming inadequate to provide sufficient incentive to
meet aggregate end strength needs. Special pay rates have remained fixed (in dollar
amount) since 1990, resulting in a climate of devaluation. This devaluation is im-
pacting on the Army Medical Department’s ability to retain the right number and
specialty mix of qualified clinicians in the long-term. To that point, the military Sur-
geons General have requested the Flag Officer Review Board at the Office of Assist-
ant Secretary of Defense, Health Affairs to evaluate and develop Legislative pro-
posals which will address this issue in the fiscal year 2003 Unified Legislative and
Budgeting process.

These proposals will serve to increase special pays for physicians: variable, med-
ical additional and incentive special pays; board certification pay and multiyear spe-
cial pay. The dental variable and additional special pays; board certification pay,
dental officer multiyear retention bonus, and the dental officer accession bonus. Also
proposed increases in the optometry, veterinary and pharmacy special pays; non-
physician and diplomat board certification pays; nurse anesthetist incentive special
pay; and the nurse and pharmacy accession bonuses. The increases approved in the
ULB process will be submitted for inclusion in the President’s Budget for fiscal year
2003.

In the National Defense Authorization Act for Fiscal Year 2001 there is a new
Critical Skills Retention Bonus. The Department of Defense is pending implementa-
tion of this bonus to provide a financial incentive to positively influence retention
decisions of members in designated critical specialties with manning shortages or
skill imbalances, and high training or replacement costs. It is the Army Medical De-
partment’s desire to use this bonus as soon as available and appropriately funded,
to pinpoint our potential and known critical specialist retention shortfalls.

A 1996, Office of the Chief, Army Reserve, Study found job insecurity to be the
primary problem that adversely affects retention and mobilization. Eighty-one per-
cent of the 835 U.S. Army Reserve physicians surveyed responded that they could
mobilize for up to 90 days without serious impact to their civilian practices. There-
fore, the Assistant Secretary of the Army (Manpower and Reserve Affairs) signed
a policy initiating a test program to limit the involuntary mobilization period for Re-
serve Component physicians, dentists and nurse anesthetists to 90 days.

The test program will be evaluated at the end of three years to determine its ef-
fectiveness for recruiting and retention. The Office of the Surgeon General will re-
port findings to the Assistant Secretary of the Army (Manpower and Reserve Af-
fairs) by September 30, 2002, with a coordinated recommendation as to whether the
90-Day Rotation Policy should be continued and expanded to other specialties.

There have been major adjustments to the Defense Health Program since submis-
sion of the fiscal year 2001 President’s Budget. Congress passed an emergency sup-
plemental appropriation of $1,311 million in fiscal year 2000 which was used pri-
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marily to fund prior year contracts, contract claims, and private sector care fact of
life changes. This past summer’s program review resulted in a fiscal year 2002 Pro-
gram Decision Memorandum which provides an additional $593 million to the De-
fense Health Program primarily for private sector care. Despite major adjustments
to the Defense Health Program there are still critical funding requirements.

Efforts have begun to address the fiscal years 2002—-2007 impact of new health
care as legislated in the National Defense Authorization Act for Fiscal Year 2001.
Work is underway to establish the Department of Defense contribution to the De-
partment of Defense Medicare-eligible Retiree Health Care fund and to make nec-
essary fiscal adjustments to implement accrual financing procedures for financing
the Medicare-eligible retiree benefit beginning in fiscal year 2003. These actions do
not, however, address any fiscal year 2001 funding implications of the National De-
fense Authorization Act for Fiscal Year 2001. The three services with TRICARE
Management Activity and the Department of Defense (Comptroller) are working the
shortfall issues with the Defense Medical Oversight Committee.

I am concerned that past and future funding problems in medical facilities inven-
tory may contribute to reduced quality of care, and hamper our effort to transform,
modernize and optimize the Army Medical Department. Continued problems in
funding of funds to support maintenance, repair, and modernization of aging inven-
tory may increasingly lead to systems failures that result in death or injury to pa-
tients; disrupt the normal delivery of health care services; risk regulatory compli-
ance; lead to a less professional patient care environment; and significantly increase
future repair requirements and costs. The condition of our facilities will become a
quality of life issue that may affect recruitment/retention. Our challenge is to over-
come the effects of long-term neglect and low funding levels which continue to de-
grade our facilities. Substandard medical facilities will adversely impact our ability
to deliver quality health care within the Military Health System while increasing
total major repair costs, and ultimately the total cost of military healthcare.

The average annual funding level is $68.4 million for new construction (0.89 per-
cent Plant Replacement Value). These funds are required to modernize our aging
facilities and minimize chronic and expensive repair problems. This level of funding
in this account results in a 125-year replacement cycle for the Army’s medical infra-
structure. Any construction funding shortfalls burden the shrinking maintenance
and repair budget through expensive repairs of failing systems. Specific major con-
struction projects requiring attention include the Armed Forces Institute of Pathol-
ogy, the Medical Applied Instructional Facility, and the Center for Health Pro-
motion and Preventive Medicine.

Army Medicine is more than an HMO. Our system of integrated care, teaching
medical centers to outlying health clinics, school house to research and development,
form the base for supporting The Army across the world and across the spectrum
of conflict. We do that quietly and on a daily basis as we field the TOE force, engage
with both active and reserve forces, and respond to my Chief’s vision of our Army’s
role in alleviating human suffering.

There are approximately 1,400 Army Medical Department personnel currently de-
ployed in 20 countries in support of Smaller Scale Contingencies and Peacetime En-
gagement Activities. In the European Command area of operations, approximately
700 Army Medical Department personnel provide medical support to Operation
Joint Forge and Joint Guardian, conduct MEDFLAG’s in Africa, MEDCEUR’s with
Partnership for Peace nations, and conduct humanitarian assistance missions in
Kosovo, as part of Operation Provide Hope. In the Southern Command area of oper-
ations, approximately 150 Army Medical Department personnel provide medical
support to Joint Task Force-Bravo, and provide medical care to specified host nation
countries under the Medical Readiness Training Exercise program. These activities
serve to enhance the Southern Command theater engagement strategy in various
countries within the area of Operations.

In the Pacific Command area of operations, Army Medical Department personnel
mainly engage in and support exercises in preparation for their wartime missions.
Deployed numbers vary depending on the size of the operation. Other activities in-
clude Preventive Medicine Support in the area of responsibility; Veterinary support
to Thailand, Vietnam, and Singapore; and medical support to Joint Task Force Full
Accounting, which serves to search for and identify remains of missing servicemen
from the Vietnam war. In the Central Command area of operations, there are ap-
proximately 250 Army Medical Department personnel deployed to provide medical
support to Operation Desert Spring (standing Task Force support in Kuwait and
Saudi Arabia) and Operation Northern Watch (support to on-going operations in
Saudi Arabia which provide oversight to Iraqi aircraft engagements.

Other medical support activities engage in exercises that provide preparation for
their wartime mission, and conduct reciprocal medical training between the various
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countries within the area of operations. These operations serve to enhance the Com-
batant Commander’s theater engagement strategy by enhancing military to military
working relationships through medical activities. In the Joint Forces Command area
of operations, an average of 300 Army Medical Department personnel are deployed
to provide medical support to the various Combat Training Center rotations, and
other special interest events within the Continental United States. In addition,
Army Medical Department personnel are actively engaged in planning the medical
support to home station mobilization for the 29th Infantry Division (Army Reserve
National Guard) and other reserve component units deploying to the Balkan region.

United States Army Reserve Component medical units make up over sixty percent
of the Army Medical Department’s total deployable forces and are an integral and
vital part of the Army Medical Department’s mission capability. Our medical re-
serve components are being mobilized at a greater rate than at any other time in
recent history. The Army Medical Department, as part of today’s power-projection
force, is different; we can only accomplish our mission using a mix of Reserve and
Active Component forces.

This year has marked some important milestones in the progress toward more ef-
fective integration of the Active Reserve Component medical forces. For example,
today, in the Balkans, the United States Army Reserve is responsible for providing
many of the units that, in conjunction with selected Active Component units, are
deployed to comprise the medical task forces supporting our mission in that region.
The Army Medical Department has also activated two reserve multi-component
medical units, at Fort Sam Houston and Fort Meade, to increase unit readiness
through blended resources. We have instituted a program of Active Component/Re-
serve Component individual personnel resource sharing, utilizing our Professional
Officer Filler, to allow one component to fill readiness requirements within another
component’s unit assets.

Army Medicine has been a part of our Army since July 1775. It has produced gi-
ants of American Medicine, it has advanced the science that benefits us all, it has
expanded for World Wars, it has linked to the American People through the care
of their sons and daughters. This month we celebrated the 100th Birthday of the
Army Nurse Corps. Next month we will celebrate the 90th Birthday of the Dental
Corps. As long as we have men and women defending this country our value set
as a Nation demands a quality medical force to support them. I would like to thank
this Committee for your continued commitment and support to quality care for our
soldiers and to the readiness of our medical forces.

TRICARE PAYMENTS

Senator STEVENS. Thank you very much, General. I do not want
you to take my comments as being critical, but I am worried about
the cycle that we see right now. It is my understanding that there
has been a settlement now and the terms for TRICARE have been
renegotiated for the period from fiscal year 2002 to 2007 and that
the net result of that negotiation has increased the shortfall in the
predicted funding from $6 billion to $20 billion.

We provided $1.3 billion in the emergency supplementals for the
Department in 2000, as I said. $696 million of that was for the di-
rect care and $616 million for TRICARE. But it is my under-
standing that the settlement for TRICARE has used a substantial
portion of the amount of money that we thought we were providing
for direct care.

So I want to ask you some sort of pointed questions. Do you
think that we made a mistake by closing too many hospitals, mili-
tary hospitals? Are we reducing the defense military medical staff
down to the point where we are over relying on TRICARE pro-
viders? Do we have the control in the future over the cost for
TRICARE that we should have as compared to the controls we
have over the direct care providers in our hospitals?

Do you see the same problem that we see, at least I see, in terms
of the way we are dealing with TRICARE and direct care now? It
seems that you are paying TRICARE first and then the direct care.
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If there is a shortfall, that falls on the direct care providers. That
seems to be in reverse. What we need in the event we ever have
an emergency, God forbid, is we need the direct care providers. We
are not going to be able to send TRICARE providers overseas some-
where.

Our main task should be to maintain a robust system of direct
care. It seems to be slipping back every year so that more and more
is going to TRICARE. Am I wrong?

Admiral NELSON. I share your concern, Mr. Chairman. Mr.
Chairman, out of the $1.3 billion supplemental last year, the direct
care system of Navy medicine got $52 million of that in 2000. I
think all of it or all of our part of it for 2001 went to the contracts.

Senator STEVENS. I am informed that you got $52 million, the
Army $58 million, and the Air Force $38 million, but we thought
that you got $696 million. That money went to the TRICARE set-
tlement, and the future settlement is even more extended as far as
the obligations for TRICARE in the future.

I am not opposed to TRICARE, but I think we ought to find a
system whereby we provide as much as possible of the medical care
for the military through the direct care system, that will maintain
our military medical system in the event of a crisis.

Admiral NELSON. One of the issues that you raised and that the
three Surgeon Generals (SG’s) have argued each of the last 3 years
is pay the direct care system first, give us a predictable, stable
budget and then let us hold the deficit against contracts if there
is a deficit, and let us try to optimize our system with good invest-
ments, good business decisions, to take back as much of the care
that has gone to civilian contractors as we can.

It has been shown that we can do it less expensively. But that
has not been the direction that has been pursued. Actually, I have
watched for the last 3 years that my available resources have
dropped through out the year. Resources not only started out low
but dropped through the year. This year, right now, I am sitting
right on the line of not having an executable budget.

TRICARE EXPENDITURES

Senator STEVENS. Well, it bothers me. We know that TRICARE
expenditures must be paid because people go to court or go into
some proceedings. You will have additional costs, attorney’s fees,
etcetera, if you do not pay them. On the other hand, it seems that,
now that we have negotiated out to 2007, it is predictable that
there is a shortfall in that system. The contracts have already been
signed and I am sure once we sign contracts that TRICARE is
going to be used right up to the top dollar.

But that is coming right out of the direct care costs, the direct
care allowances. Would it help you all if we had two separate ap-
propriations, one that had to be used for direct care and one that
was available for technology?

General CARLTON. Yes, sir, it would. Your observations are right
on the money and your dollar amounts are exactly right. We got
10 cents on the dollar on the supplemental that was directed at the
direct care system. We have written bad contracts, we know that.
We are in the process of trying to fix that. We are in the process
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of looking to say, have we set this whole thing up correctly through
our Defense Medical Oversight Committee.

But the problem is deeper than that. The problem in the country
is that we have no flexibility now to surge in the country, not away
from the country in a wartime scenario, but no capability to surge
in this country if we have a mass casualty. I believe the military
is going to get called very, very quickly if we have a mass casualty
of any sort, whether it is chem-bio or simple trauma, and a robust
military medical capability is one way and one way that is very
clear to assure the national safety.

So your comments are exactly right on.

Senator STEVENS. I am really worried, because the net result of
what I see is a catastrophe, and the people that get pushed aside
are the retirees and the veterans and those who are really not on
active duty, and that in effect will be breaking our promise again.

SHORTFALL

We have closed too many military hospitals. I wish someone
would make a study of those hospitals, why we did that. I do not
know why. I know we closed the bases, but you did not have to
close the military hospitals when you closed the bases in my judg-
ment. I hope that, somehow or other, that you gentlemen, you have
the experience and we do not, but from where I sit the problem is
you are paying those bills first for TRICARE.

We look now at a funding level for 2001 and I am told that the
Secretary’s office has identified a $1.4 billion shortfall again, and
we are going to face the problem of what we do when the supple-
mental comes up with regard to that. Everyone around here is real-
ly cautious about talking about supplementals. Some say we are
not even going to have one. What I see, what we see in terms of
funding, not just in your department but many, is we have been
funding on the basis that there will be a supplemental.

I fault the last administration for that and the process that we
have all followed. But right now I do not know how to play catch-
up. I would love to have your guidance in trying to find some way
to do that. I do not see how you can execute the 2001 program now
unless we give you a supplemental for the balance of the year some
time along the line. Do you agree with that?

Admiral NELSON. Yes.

General PEAKE. Sir, I agree with that. I think you are exactly
right in terms—if I could answer first with the notion of have we
closed too many hospitals and that whole notion that we could
take, potentially take care of everybody within the direct care sys-
tem. I do not think that we could do that. The Army Medical De-
partment is down about 34.5 percent from what it was in 1989.
That is about a thousand-plus less doctors than we were in 1989,
about a thousand-plus less nurses than we were in 1989.

Our whole Army came down about 36 percent during that time,
but the patient population came down only about 13 percent and
now slightly heading back up.

We will have to leverage, I think, sir, the civilian industry some-
how to be able to meet our obligation to these people, to the over
65 now that really becomes a bigger number. I think we need to
figure out how to do that. You talk about two separate pools of
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money. I worry about that a little bit, because then you start say-
ing, well, who is the manager of this system.

Senator STEVENS. I better talk about it some other time. I yield
to Senator Inouye, but I will say I do not see enough use of reserv-
ists and National Guard personnel in your direct care. I think the
total force, they are over there in terms of—we are just back from
Europe. The National Guard is over there in several places on ac-
tive duty and I do not see that there is the same assistance to total
force coming from the guard and reserve as far as your part of the
defense structure is concerned.

Senator Inouye.

Senator INOUYE. Mr. Chairman, I want to commend you for
bringing up this matter, and also Senator Domenici, for bringing
up the matter of TRICARE. We are just seeing the initial problems
both of you have referred to. I believe there are 8 million eligible,
is that not right?

General CARLTON. Yes, sir.

Senator INOUYE. We are currently dealing with about 3 million
people in TRICARE at the present time?

General CARLTON. Perhaps a little bit higher, but close, yes, sir.

FUNDING SHORTFALL

Senator INOUYE. If we are having all the problems with just 3-
plus million out of that 8 million, what happens when we will be
responsible for the care of 8 million people?

General CARLTON. I think we face a bigger bill in the out years,
yes, sir.

Senator INOUYE. So the problem that my chairman has noted is
something that, we do not have a solution for, even though we
know the problem exists. I hope that the surgeon generals will be
able to come up with some useful recommendations.

It would be a drastic step to require two separate funds in order
to solve this problem, but that is how far we have gone in thinking
of how to help.

The matter of underfunding that Senator Domenici brought up
has been a major concern to us. You have your mission of readi-
ness, and your mission of providing health care to millions of pa-
tients, but then we find that each fiscal year when judgment day
approaches you are underfunded.

Now, I know what you have done, but for the record can you tell
the public what steps you go through in order to make up for that
underfunding and still provide patients the care they need.

Admiral NELSON. You are asking, with the current shortfall, how
will we manage the year without a supplemental? There are sev-
eral issues involved and let me address them step by step, if I
might. We have heard the two figures, $1.2 billion and $1.4 billion.
The issue that worries me about $1.2 billion is that for the three
medical departments of that $1.4 billion there is only about $200
million in the request for supplemental for the direct care system.
$1.2 billion potentially leaves us off the board.

Now, I say that a little bit in jest, but not entirely, because my
concern is the direct care system is hurting. Now, there is the rec-
ognition, and it has been validated by the Defense Medical Over-
sight Committee (DMOC), that there is a requirement for $161 mil-
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lion 1 April to start a number of the initiatives that are in the
NDAA. If there is not another source of funding found for them, it
has been suggested that it will come out of the direct care system.

SHORTFALL

My portion of that would put me in a position that I would have
to take very drastic measures, and I hesitate to say them out loud,
but I would have to look at furloughs, I would have to look at
changing access to pharmaceuticals. I would completely stop main-
tenance and repair dollars. I would have to make up in the neigh-
borhood of $50 million out of a budget that is already—we already
are looking at $8 million below what we call executable. I have got
to make that much up already.

So it is a very uncomfortable year for Navy medicine.

Senator INOUYE. Anything in the Air Force?

General CARLTON. Yes, sir. What we would do, as we have done
for years, which is driving this huge managed care support con-
tractor, is offload to the managed care support contractor, and then
we see it at some multiple of price, but we do not see it for a year
or two. There is nothing left in construction, in real property main-
tenance. Our equipment is literally well beyond its life
expectancies. Our facilities are falling down.

We cannot absorb if there is no supplemental. This profoundly—
you have hit it on the head. This profoundly affects retention, re-
cruitment, satisfaction. It is no wonder that among all of our corps
our retention and recruitment are down. People are concerned that
we do not have a viable program for the future.

So you hit the nail on the head, sir, where we must establish a
reliable, modern system. We must then recognize that the world
has changed. With the National Defense Authorization, we are in
a competitive group. If we do not provide excellent service, then we
will pay for it some other way at much higher costs.

General PEAKE. Sir, it is a cash flow issue that gets to exactly
what Admiral Nelson was talking about. 60 percent of the budget
at a local hospital for us is personnel, civilian personnel. So you
wind up having to squeeze that area or supplies or deferring main-
tenance, which then puts off a bill for the direct care system the
next year.

What it also does, in addition to creating great dissatisfaction
among the providers, who just do not want to work in a place like
that, so they vote with their feet, but then the patients become
disenfranchised as well and it creates a vicious cycle. Then they go
downtown, as General Carlton has outlined, to the managed care
support contractor, because they need the care. It is hard to park
that pregnant lady. She needs to get that care.

Then they get in that system, get comfortable in that system. It
is hard to get them back when at the end of the year a supple-
mental comes and we hire some of the people back. It is an uncom-
fortable way of doing business and the lack of predictability is felt
very, very acutely at the patient care level at the facilities, sir.

UNIFORMED SERVICES UNIVERSITY OF HEALTH SCIENCES

Senator INOUYE. I have many questions. I will ask one more be-
fore I yield. As all of you are aware, the Uniformed Services Uni-
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versity of Health Sciences, USUHS, from the time it was conceived
has been under attack. Today there are fewer critics, but there are
those among my colleagues and those in the administration that
question its importance. Both Senator Stevens and myself are con-
vinced we should have another one.

Of all the military special schools in the United States, I believe
the retention rate among graduates beyond obligation is over 80
percent, is that not correct?

Admiral NELSON. It has been very high, yes, sir.

Senator INOUYE. I do not want to put on the record what it is
for West Point or Colorado Springs or Annapolis, because they are
below that.

Secondly, is it not correct that we have had problems retaining
medical personnel in the reserves since Desert Storm, and not very
many doctors are joining the reserves.

General PEAKE. If I can address that, sir, it is true we have a
real shortfall in our reserves. There are a number of folks who just
could not take that length of time away from practice. It is an area
that we are addressing very hard in terms of recruiting and reten-
tion. But we have an aged population and there is a significant
number of those folks who are coming into the retirement window,
in addition to those who are not coming in to fill the ranks because
of the Desert Shield, Desert Storm experience.

KOSOVO

We are working. We had two hospitals now just recently go into
Kosovo. What we have done is with a 90-day rotation, as opposed
to a 179-day rotation, we think that we can get reserve providers
out of the window of vulnerability, if you will, in their civilian prac-
tices. We are studying that now. The first rotations are done. What
it does is rotates people more frequently.

But we are trying to be attentive and understanding of the needs
of the reserve physicians. They are very important to us both in the
deployment piece and in backfilling our hospitals here at home.

Senator INOUYE. General Carlton, one of the arguments made by
critics of USUHS is that there are a lot of medical schools all over
the Nation; why should we have one for the military? Is there such
a thing as military medicine?

General CARLTON. Yes, sir. I believe our opponents do not under-
stand our business. When we define our business, they say “med-
ical care” and they envision peacetime medical care as the only
business we are in. In fact, we have two broad categories of busi-
nesses. One is called readiness, the other is called the peacetime
benefit.

USUHS, as the best investment in readiness medicine we can
make, provides a tremendous baseline for us. Then we train our
Uniformed Services graduates in the benefit mission through
residencies, but they have a foundation in readiness that we cannot
get any place else. So we do not practice medicine in the military;
we practice military medicine, and it is very, very different.

I believe that lack of understanding is what draws this fire for
the Uniformed Services School.

Admiral NELSON. Senator, the three Surgeons General make up
the Executive Board for the Uniformed Services University and we
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have direct impact on some aspects of the University. I was skep-
tical of the university years ago, but over the last 8 years as I have
commanded a major medical center and also been the Navy Sur-
geon General I have learned of the quality of the product of the
University and the focus that it has on military medicine and the
importance to us.

I would be hard put to be without the graduates of the Uni-
formed Services University (USU).

Senator INOUYE. In fact, is it not correct that the Secretary of
Defense has awarded the three of you a special unit award?

Admiral NELSON. The award was to the university, yes, sir.

Senator STEVENS. Because of the work that you three have done.

Admiral NELSON. Because of the work of the university, yes, sir.

Senator STEVENS. Could you yield?

Could you give us a plan to develop a western university for mili-
tary medicine?

Admiral NELSON. How far west, sir?

Senator STEVENS. We will not answer that on the record.

But I do believe we should know what it would cost. This one is
running very well here, but I think to a great extent the people
who are attending it are mainly from the East. I would like to
check that out, too.

Admiral NELSON. Yes, sir.

Senator STEVENS. I think we should have an additional medical
university for defense.

Senator INOUYE. There is a lot of space out there.

Senator STEVENS. Finished?

Senator INOUYE. Yes. Thank you, Mr. Chairman.

Senator STEVENS. Senator Hutchison.

Senator HUTCHISON. Thank you, Mr. Chairman.

Senator Stevens made a very good point and this is something
that I too have observed. For instance, the Navy built a hospital
in Corpus Christi, Texas, in the nineties. It is now almost totally
vacant. They do offer clinic services only. But this is a pilot train-
ing center, Corpus Christi and Kingsville nearby. There is no emer-
gency facility. If a pilot is injured in training, they go to the emer-
gency center in Corpus Christi, Texas.

I would just ask the question if that is the most efficient use of
those largely empty facilities? Perhaps it is, but I do think it is
worthy of questioning. When you close a military hospital, then the
many veterans who also have the ability to use those facilities on
a space available basis have to go and get other care, which can
also be more expensive.

Certainly all of you who have been in the military know that
military personnel believe they get better care from military per-
sonnel rather than civilians. Now, I know the civilians give won-
derful care and many are civilian type functions. As Senator Inouye
said, it is pediatricians, it is gynecologists. But the unique situation
that military people and their families have in moving around and
having a different bonding situation with their medical facilities I
think does augur for military-trained health personnel that can
deal with the unique problems.

So I would just ask you to look at that. I am sure it is duplicated
in other Air Force and Army bases where maybe we have available
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space and maybe looking at the costs both for active duty and re-
tired military would bring new results. It is at least worth looking
at.

PERSONEL ISSUES

I would just ask the general questions. Obviously, health care is
an intensive people business. There are unique situations for mili-
tary personnel. I would just like to ask you what personnel issues
any of you see that you think we should be aware of as we are re-
assessing how we best give this health care.

General Peake?

General PEAKE. The personnel issues that we are concerned
about right now as far as the Army medicine is the issue of reten-
tion, making sure that we can attract and retain quality health
care providers in our system. We want to train them well because
those are the folks that stay with us, so we need to keep our grad-
uate medical education programs strong and robust.

Already we have alluded to the pay issue. We have a pay gap
that is increasing the way it is. I am looking forward to the final
report from the Center on Naval Analysis, but the preliminary one
is showing a gap anywhere from—an increased gap from what we
had 10 years ago. People are just saying, well, with this increased
optempo and with everything else, and, oh by the way, I do not
have the ancillary people to support me in the clinics, so the status
of practice. They start putting those various pieces together and
they will then decide to go ahead and leave our service.

We need to not only increase the pay, as has already been dis-
cussed, we really do need to get something, I think before 2003.
There is legislation that really does not have funding behind it yet
in the NDAA that allows us to do some bonuses for critical skills.
So I think we need to take that on and get some money behind that
and do that in a shorter term than the 2003 Unified Legislation
and Budgeting (ULB).

But we also need to improve the practice, and this investment in
the direct care system that we have all been talking about would
help us do that, give the ancillary people that allow the doctor not
to have to type his own Temporary Duty (TDY) orders or his own
clinical notes and things like that, or change the paper on the ta-
bles, as sometimes happens, but to make that kind of investment
for the quality of practice.

Senator HUTCHISON. Thank you.

Any additions?

Admiral NELSON. I would very much agree with those. Those are
the issues across the Navy as well. It is not just physicians, it is
all of our folks who are involved in clinical health care. We are get-
ting in critical condition on a number of the nurse corps positions,
as well as physicians and readiness critical specialties.

The analysis CNA did within the Navy identified six areas of
particular concern to practitioners concerning retention. Pay, as I
mentioned, was the top one, the top concern. But the very issues
that General Peake speaks of are included in some of the rest of
them: the administrative, lack of administrative and ancillary sup-
port, the things they have to do for themselves, the lack of good
information management systems to help speed up that side of
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their health care, things that take away from their ability to see
patients, spend time with their patients. Those are the factors af-
fecting our health care providers, our inability to provide them
with adequate support staff.

In the Navy—well, across the Military Health Services (MHS),
we have a goal of 3.5 support staff to each provider. We are at 1.8
in the Navy. That is just very dissatisfying to providers.

Senator HUTCHISON. Thank you.

DIRECT CARE SYSTEM

General CARLTON. Yes, ma’am. I would echo what has been
talked about. The reliability of our direct care system to pay for our
people and a clear focus on customers—we are in danger of losing
the trust of our customers because our funding profile has gone up
and down so rapidly. It has to do with our business.

There is a recent example in San Antonio where we picked up
a baby in Japan, Okinawa, Japan, that needed a heart-lung ma-
chine for transport. Several years ago I had been told to shut that
service down because it was not cost effective for the business that
I was in. My response was: You do not understand my business.
My business is to provide stateside quality health care around the
world. I told those critics no.

Well, we recently did that to a naval base in Okinawa. We picked
up an Air Force family child who was dead, very nearly, would
have been dead within an hour. In the standard of care in the
country that they were in, that was accepted. It was not accepted
in our standard of care.

Our families and our members overseas understanding that we
will guarantee them stateside quality care. We did pick the baby
up. We did transport them back to Wilford Hall, at great expense,
and the baby is a normal baby home with mother now.

Our business is fundamentally different. I count that as a readi-
ness business. The staff sergeant that appeared on KSAT News
whose child this was said: “I had no idea of my medical benefits
until I saw what the military will go to to take care of my family.”
I cannot buy advertisement like that.

So your point, it is a people-related business and sometimes we
do things that from strictly a business perspective or a peacetime
benefit do not make sense, but make sense in the great scheme of
things that literally we are around the world.

Senator HUTCHISON. Thank you very much. That is a wonderful
story.

Thank you.

Senator STEVENS. Thank you.

Senator Domenici.

BUDGET BLUEPRINT

Senator DOMENICI. Mr. Chairman, thank you very much.

I want to ask a question with reference to, today we got a little
blue print from the administration of their budget plan. It is not
in great detail, but it tells us generally. The little blue book, what
is it called?

Mr. CORTESE. The Budget Blueprint.
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Senator DOMENICI. Yes, the Budget Blueprint. We are analyzing
it now, but let me ask: For 2002 do you have any idea what was
put in for the health system that the military provides? Do you
know what number is in that budget?

General CARLTON. No, sir. I have not seen that blue book.

Senator DOMENICI. So who would know what they put in there
and how that number was arrived at?

Senator STEVENS. Senator, we are going to have the Deputy Sec-
retary testify on April 4, who will be able to answer that question.
I do not think these gentlemen have access to it, and I have not
seen it, either.

Senator DOMENICI. I was just going to tell you, Mr. Chairman,
if the same mistakes are made in that year’s estimate in terms of
inflation, if they are made in the 10-year plan, then my number is
we are $18 billion short over a decade in terms of providing the
service at today’s level, which is a very big amount.

If in fact it is not in there, we will make room for it in the budget
resolution, because we cannot do otherwise.

General CARLTON. Yes, sir. The problem is that does not include
recapitalizing our system in the new world that we are in with the
National Defense Authorization.

MENTAL HEALTH CARE

Senator DOMENICI. Let me include a couple of questions with ref-
erence to the kind of service you have. You know, in the United
States the mentally ill population is a growing population. Those
who are between 17 and 19, 21, 23, get a number of the serious
mental illnesses, schizophrenia, manic depression, severe depres-
sion. It pops up very frequently in the age 17 through 23, 24. I as-
sume you all know that, which causes me to think that you must
have some mental health care that is specific to those with severe
mental illnesses within the military system. Would that be a fair
assumption?

General PEAKE. Sir, it is a fair assumption. It is an issue that,
with that population, if you look at our expenditures, about half in
some of our regions of mental health dollars that we purchase are
for adolescent health care for dependents for mental health specifi-
cally.

Within the military, in dealing with soldiers we are all attentive
to the notion of combat stress and bringing out those kinds of
things. So we have units that involve themselves with really down
at the grassroots level. They are active actually in Kuwait today.
They spread out and they give command consultation and so forth
to try to focus on this kind of issue.

Senator DOMENICI. I will be more precise. Do you have within
the direct care system all through your services, do you have any
programs or activities that are directed at the mentally ill within
the medical definition today of “mentally ill”? I am not talking
about needing counseling. I am talking about very sick people,
schizophrenia, manic depression, depression.

There has got to be some with this that are entitled to care in
your direct system. I am not talking about the outside system. If
that is, do you have special programs with reference to it and how
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can we find out what those programs are about and what they do?
Would you answer that, please, all three of you?

Admiral NELSON. I think all of us have mental health programs
and they are of varying strengths depending on location and re-
quirement. At National Naval Medical Center in Bethesda, I know
there is an adolescent medicine or a pediatric and adolescent med-
ical health unit particularly for young people.

In our training center in Great Lakes we have seen an increasing
number of serious mental illnesses in people who have volunteered
as recruits, and we have to dismiss them from further service. But
it is, I think, indicative of the population we are drawing from.

Senator DOMENICI. Well, maybe I will not ask each of you to an-
swer that. Maybe I will not take as much time. The reason I am
asking this is it seems to me we are entering an era with reference
to the treatment of the severely mentally ill that, if you had a
group that you had to treat within the military, it would seem to
me that that would be a very, very excellent and exciting re-
search—has research potential for the seriously mentally ill, be-
cause if you have a population that you are treating there is much
that you can learn from it in terms of the efficacy of drugs and the
like, and there are very many modern pharmaceuticals that help
this population.

I assume it does not come to any of your minds that we have
such a program going that could be identified?

General PEAKE. Sir, if I could comment. We have psychiatric
training programs, but those are few. We do not have a lot within
the Army system. As I say, most of our dependent care with serious
illness like that would go out in the adolescent community.

Senator DOMENICI. Let me close by saying that all the problems
that the health delivery system has in the United States—and be-
lieve you me, they are numerous. We really do not know where we
are going in terms of how much America is going to spend on
health care. But obviously, unless there are some big break-
throughs we are going to spend a lot more every year, and it is ever
changing.

I compliment you for keeping the system together. Obviously, the
TRICARE is going to be an enormous challenge. It is one of the
largest systems we have in the country, and you all will be man-
aging it by contractors and utilizing that. I hope it works. I hope
it does not cost a leg and an arm. But if it does, I guess we are
going to have to pay for it. We already agreed to.

RETENTION OF SPECIALISTS

Secondly, I would like to ask in closing if you would answer a
question. It seems to me the specialties within the medical doctors
at your facilities, those who are very good in one field and they are
specialized, like surgeons, it would seem to me the turnover must
be extremely high there. There is very good opportunities for those
kind of specialists to get big jobs.

Is the turnover in that area higher than it is for those that do
not have specialty qualifications? Any of you, do you know?

General CARLTON. Yes, sir, it is. We do not retain very many of
those people.
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Admiral NELSON. Part of the study that I will provide addresses
that for the Navy in quite significant detail. The surgical special-
ties are the ones that we have the most difficult time in retaining
right now, along with radiology. We retained no radiologist who
was eligible to leave at the end of his initial service last year.

Senator DOMENICI. General?

General PEAKE. Senator, we have anesthesia, radiology. It peri-
odically waxes and wanes about which tends to leave the most. But
what 1t talks to is the importance of our graduate medical edu-
cation programs, because that retains, A, the quality of teacher and
people that want to be a part of a system where what they are fo-
cusing on is the patient. So that is why we have the kind of people
that you need out at the military treatment facilities within the
D.C. area, as an example.

TRANSFER OF UNUSED EQUIPMENT

Senator DOMENICI. General Carlton, I will close on a personal
note. This committee helped me put in language in the VA-HUD
bill last year for the transfer of some unused equipment that is sit-
ting in a hospital in Cannon Air Force Base which is unused. We
provided that you could transfer it to a new community hospital
that is being built.

I am going to leave you this note because after the statute was
passed month after month and nothing happened. It appears from
the top level the signal is not being given that you are going to
comply with this statute that permits the transfer of unneeded
equipment at Cannon Air Force Base to a new community hospital
that could use it. Would you look into that for me, please?

General CARLTON. Yes, sir, I certainly will.

Senator DOMENICI. Thank you.

Thank you, Mr. Chairman.

Senator STEVENS. Thank you.

Gentlemen, if I am informed correctly, you report individually to
your service chiefs, but you get your funding through the Office of
the Secretary of Defense, Health Affairs, and the TRICARE man-
agement activity. Is that correct?

Admiral NELSON. Yes, sir.

General CARLTON. Yes, sir.

JOINT MEDICAL COMMAND

Senator STEVENS. We are in a period of jointness now. Many peo-
ple are lecturing us about jointness. What would you say as the
surgeon generals of the respective services about a joint medical
command? Would that help you in dealing with your problems?

General CARLTON. Sir, that is a structural fix to a poor modeling
problem. Our service-specific activities are a very different culture
in the Navy, Air Force, and Marine Corps. The danger of putting
those two areas, the benefit mission and the readiness mission,
closer together, which a joint command might do, would be that we
would lose our readiness perspective.

I do not see that rearranging boxes would help us to solve the
financial issue.

Senator STEVENS. What would be your suggestion for solving the
financial problem? It seems to me we are facing a problem at the
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Department level, when it has to sort of fudge a little bit on budg-
ets, reduces your budget, and the people who negotiate your
TRICARE contracts negotiate them for you and suddenly we find,
as I said, a $14 billion gap in TRICARE now, right now, between
2002 and 2007.

Now, you are telling us, and I believe you are right, that you
need a supplemental again this year. That is because someone else
up at the top level cut each one of your requests. Why would not
a joint command that would be able to deal at the Secretary level,
instead of you going to the secretaries and service chiefs, and they
go to the under secretary or assistant secretary of defense, and
then it goes up the line, and each guy up the line has got a lot of
pressures on him, and they are cutting you back as they face mod-
ernization requests throughout the Department.

I want to get out of this perennial circle of a supplemental for
defense health financing every year. You are then in competition
with the emergencies that have taken place in the country, and you
do not have an emergency; you just have an underfunding situa-
tion. Supplementals ought to be dealing with emergencies and not
with routine costs that are predictable and request in the very be-
ginning.

You should be asking now for the moneys for 2003, right?

General CARLTON. Yes, sir.

Admiral NELSON. Yes, sir.

General PEAKE. Right.

Senator STEVENS. You would need a crystal ball to do that.

Admiral NELSON. Mr. Chairman, I have a little different view
than General Carlton. I think there could very well be some value
to a joint command. However, I think it must preserve the readi-
ness side of what we do, the responsibilities and service culture
issues that affect how we prepare for our readiness role and how
we perform it.

I think, properly done, it could do both.

Senator STEVENS. It should be no surprise to you that when we
asked the people who are really involved with the readiness for
military combat they had the same response. They do not like joint
commands. Our problem is how are we going to deal with funding?

What are your shortfalls this year? Have you got a projection for
us on how much you are going to be short this year?

GLOBAL SETTLEMENT

Admiral NELSON. There is a lot of if’s in it, in a way. We started
out the year feeling that we were adequate; it was not great, but
adequate. We have had a 1 percent withhold, so that cost me $17
million. We did not receive, in my case, $21 million of advances in
medical practices, which was part of $100 million taken out. I
think it was first started in 1999. It was taken out of the existing
budget, but it was identified as a part that would be shared to us
as we saw what the coming advances that had to be financed in
military medicine were. At the current time I think that has been
placed against the global settlement.

The rescission, which we all understand——

Senator STEVENS. Pardon me. Did anyone request the money to
fund that global settlement?
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Admiral NELSON. I am sorry, sir?

Senator STEVENS. Have you requested the money to fund the
global settlement?

Admiral NELSON. I cannot comment on whether Health Affairs
has done that. I think part of what they are requesting in the $1.4
billion includes some funds for that. But that would be coming out
of Health Affairs and Tricare Management Activity (TMA).

But the recission was held entirely against the direct care system
as well. So instead of what would have been a $3.5 million charge
to me, it is $7 million, over $7 million.

Then with the talk of the $161 million potentially coming out of
us, that is another $45 million against my budget. If all those
things happen, I am approaching $140 million short.

Senator STEVENS. How about you, General?

General PEAKE. Sir, I am in a very similar boat. The supplement
last year gave for us, as an example, about $49 million that was
going to be for TRICARE Senior Prime bills and revised financing
bills in 2001 money. That money, as an example, has been used for
the global settlement. We had about $18 million in the advanced
medical practice, which in fact pays for pharmaceuticals and appro-
priately pays for pharmaceuticals so that we can stay up with the
standards of practice out there in the civilian world.

You start adding those pieces together, which may come. If all
of that is in fact included in the $1.4 billion that Health Affairs is
talking about, I could still lay out an additional about $153 million
of shortfall kinds of issues for this year, things that allow us to—
we invested some money in Walter Reed last year, as an example,
in the North Atlantic region, and it takes a little while, but we are
seeing about a 10 percent increase in their productivity.

Part of our issue is you cannot fund our venture capital or our
initiatives in 1 year and then recoup the savings in that 1 year. So
there is opportunities for investment in our system that will pay
off in the longer run, even with the managed care support con-
tracts. Things like investing in obstetrical recapture at a place like
Fort Hood, you can bring back, make $332,000 as an example, but
it will not come back until another option period when they renego-
tiate or do the bid price adjustment on the contract.

There is a number of examples like that, that you can pay for
now, ultimately it is the right business decision, but without cash
flow you cannot do that. So it is those kind of things that really
do not show up sometimes, I think, in these budget submissions
that you are talking about.

Senator STEVENS. General Carlton?

General CARLTON. Yes, sir. The $1.4 billion has been discussed.
The Air Force number today is $158 million. That is broken down
into $90 million for the direct care system, $68 million for the con-
tractor. But it does not include the global settlement nor the new
National Defense Authorization Act (NDAA) authorizations nor re-
capitalization of our direct care system, all of which, with the world
changed as a result of that wonderful legislation, we must work out
and must solve.

Admiral NELSON. May I correct my number? I said $140 million
and actually to fully fund us would be $151 million.
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Senator STEVENS. Well, we will do our best, gentlemen. I think
we will be getting a supplemental some time the end of May. We
will see what happens.

But I do appreciate your being here, and we are going to ask
some of the questions of the panel that is coming in April of the
type that Senator Domenici wanted to have a response to. I hope
we can take this out of the cycle. I would hope we get to the day
where we will not face supplementals except in emergencies. Then
we will have greater stability, predictability, and I think the cost
of the service that you provide would be less in the long run than
this start and stop kind of funding.

We appreciate your help. Admiral, God be with you, my friend,
and we look forward to seeing you down the line. I am sure I will
bump into you along the line. We thank you again for your service
to your country.

Admiral NELSON. Thank you very much, Senator.

STATEMENTS OF:

REAR ADMIRAL KATHLEEN L. MARTIN, DIRECTOR, NAVY NURSE
CORPS, U.S. NAVY

BRIGADIER GENERAL WILLIAM T. BESTER, CHIEF, ARMY NURSE
CORPS, U.S. ARMY

BRIGADIER GENERAL BARBARA C. BRANNON, DIRECTOR OF
NURSING SERVICES, OFFICE OF THE SURGEON GENERAL, U.S.
AIR FORCE

Senator STEVENS. We will now turn to the panel for the nurses.
We will take sort of a 5-minute break.

Gentlemen, if anyone comments to you about your responses to
my questions, you tell them to come and see me, will you?

This is a transition now to the chiefs of the nursing corps. Mili-
tary nurses of all services are absolutely essential to providing care
to the men and women in uniform so richly deserve. We thank you
for all you do to make that happen.

We welcome back Admiral Kathleen Martin, General Barbara
Brannon, and General William Bester. General, I think it is your
first appearance here, is that correct?

General BESTER. Yes, sir.

Senator STEVENS. We congratulate you on your promotion and
your new assignment.

Before we hear from you, let me turn to my friend Senator
Inouye, who is sort of the godfather of the oversight of the nursing
corps. It is better than being the grandfather.

Senator INOUYE. Before I begin, I would like to have my pre-
pared statement relating to the Nurse Corps placed in the record.

Senator STEVENS. Without objection.

[The statement follows:]

PREPARED STATEMENT OF SENATOR DANIEL K. INOUYE

Good morning. I join the Chairman in welcoming Brigadier General Bester, Briga-
dier General Brannon, and Rear Admiral Martin to discuss Military Nursing Pro-
grams. It has been my pleasure to work with military nurses for many years, and
I am proud to witness their numerous accomplishments.

We have an outstanding group of leaders testifying before the Committee today.

Rear Admiral Martin is appearing before this committee for the last time as the
Director, Navy Nurse Corps. I would like to thank Rear Admiral Martin and com-



256

mend her for her dedication to the Navy, the nation, and her assistance to this com-
mittee.

Not only has she served as Deputy of the Navy Nurse Corps, she has concurrently
served with distinction as commander of one of the premier Navy medical centers.

I would like to welcome Brigadier General Bester for his first appearance before
this committee. I hope you will find this hearing a worthwhile experience and it will
be the first of many productive discussions.

Finally, I would like to congratulate the Army Nurse Corps on its 100 year anni-
versary and thank them for the quality care its members have provided America’s
Service Men and Women over the past century.

Military Nursing is a profession that is at the forefront of our medical mission.
Military nurses continue to provide outstanding care to their patients in all types
of clinical settings, and have excelled in vital leadership roles.

The fact that three military medical centers are currently commanded successfully
by Nurse Corps Generals or Admirals is testament to their ability, accomplishments,
and competency as military officers.

The success of these nurses also illustrates the need for all military nurses to
enter active duty with a minimum of a Bachelor of Science degree in Nursing.

Now it appears we will have a larger mission for the Military Health System due
to the recently authorized expansion of TRICARE. This, in light of the current and
future nursing shortage, will present difficult challenges to military nursing.

The challenge will be to: ensure readiness; retain officer, enlisted and civilian
nursing staff; continue to educate advanced practice nurses; maximize usage of
nurse practitioners, nurse midwives, and nurse anesthetists; maintain a strong re-
search foundation to answer questions to which nurses need answers; develop new
paradigms to successfully meet health care delivery problems; and last, but not
least, continue to excel in providing outstanding care anytime, anywhere.

In order to meet these challenges the Nurse Corps must plan and implement poli-
cies that develop innovative ways to reduce health care costs while at the same time
advocating for high quality health care.

I appreciate your attendance this morning and look forward to hearing about re-
tention, readiness, practice issues, TRICARE, and research initiatives in the Nurse
Corps.

Senator INOUYE. Like many of my fellow Americans, I have been
the beneficiary of nursing services for many, many years. I am
pleased, Mr. Chairman, that together we inaugurated the nursing
intern program as a program of this subcommittee. At this time I
would like to note one of the graduates of that intern program. She
will be succeeding Admiral Martin.

Admiral Lescavage, are you here? Congratulations.

Admiral LESCAVAGE. Thank you.

Senator INOUYE. I wish to join the chairman in welcoming all of
you here and tell you that it has been my pleasure to work with
military nurses for many, many years. I have admired so many of
your accomplishments.

Today is very likely the last time, Admiral Martin will be ap-
pearing before this subcommittee and I join the chairman in thank-
ing her for her many years of service to our Nation. We appreciate
that very much.

General Bester, this is your first hearing. Congratulations. I am
glad the Army decided that the time had come for a man to be se-
lected as chief of the Army Nurse Corp. This is one way nursing
can get better recognition. This world of ours has not quite come
to that level of enlightenment yet where it considers women to be
the equal of men, and as a result nursing throughout the years has
had to take a back seat in the health care professions.

I recall not too long ago when all of the TV weekly shows on hos-
pitals and hospital care, portrayed nurses as always trailing behind
doctors and they were the ones who were always faulted for mis-
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takes that were made. Since that time I'm glad to say there has
been an improvement in the perception of nursing.

I would also like to welcome General Brannon. We are glad to
have you here.

We have heard the surgeon generals testify. Admiral Martin I
would like to know what impact TRICARE will have on nursing
services.

Admiral MARTIN. Sir, one good thing about TRICARE and
TRICARE for Life is that it gives us many patients in which to en-
hance our competencies and retain our readiness. However, with
TRICARE we see many conflicts with our dollars and with our
funding, and our facilities are not configured to really meet the
changing health care needs and health care environment.

Our nurses many times look on the outside for other opportuni-
ties and perhaps even better pay. So TRICARE really has had a
positive effect on our nursing community, as well as a negative ef-
fect on our nursing community.

NURSING SHORTAGE

Senator INOUYE. Admiral Martin do you think you will be able
to recruit enough nurses to meet the growing number of applicants
for TRICARE for Life? For example, will there be enough nurses
who are trained to take care of the elderly?

Admiral MARTIN. In the Navy we are having success with our
pipeline programs, and those are our scholarship programs and our
Reserve Officer Training Corps (ROTC) programs and our direct
commissioning programs, our medical enlisted commissioning pro-
grams. However, when we try to recruit fully qualified nurses we
are having difficulties. We are having difficulty recruiting civilian
nurses for our civil service system. They see civilian pay, they see
many of the bonuses the civilian hospitals are offering, and because
of what I consider an antiquated personnel system it takes a lot
longer to hire a civilian into our civil service program than it does
for our civilian counterparts to hire.

Senator INOUYE. Do you have any recommendations on how we
can reform that system? I notice that the length of time it takes
for processing applications is about three times as long in the civil-
ian sector.

Admiral MARTIN. Yes, sir.

Senator INOUYE. What can we do to make hiring civilians easier?

General BESTER. Senator, we are working very hard with the ci-
vilian personnel, with our civilian personnel counterparts, to try to
get that system streamlined. It is a large impediment to the way
that we do business, and with the additional TRICARE benefit
coming on line, which we are all very much in favor of, that was
passed in the National Defense Authorization Act, along with that
comes no increase in authorizations in military nurses, of course.
So where we have to get those nurses is from the civilian sector.

The processing times are just not conducive to allowing us to do
that, and we are working hard with our civilian personnel counter-
parts to streamline that system. I think we have got interested ap-
plicants out there, but they have to wait too long to get hired.

Senator INOUYE. I would like to hear the nursing chiefs opening
statements.
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Senator STEVENS. Well, that is perfectly all right. I am sure they
do not have any objections.

Go ahead. Would you like to proceed with your questions—with
your statement, Admiral, your statement, and then going Brannon
and then General Bester?

Senator INOUYE. May I?

Senator STEVENS. Yes.

Senator INOUYE. Admiral Martin, we will have your testimony
now.

Admiral MARTIN. Thank you.

Good morning, Mr. Chairman, Senator Inouye. It is my pleasure
to testify today as the Director of the Navy Nurse Corps and the
Commander of the National Naval Medical Center Bethesda. To-
day’s testimony does mark a milestone event. For the first time,
this committee will gain our perspectives as Nurse Corps Directors
as well as military treatment facility commanders.

First, I would like to address the military health care system’s
newest program, TRICARE for Life. As you have heard, this pro-
gram poses special challenges for all of the services. The TRICARE
for Life initiative provides us the opportunity to meet the health
care needs of our beneficiaries in a way that we have not been able
to in the past. Enrollment in TRICARE Prime will provide our over
65 population with access to comprehensive care at a time when it
is most needed. For military medicine, TRICARE for Life will con-
tribute to a robust training environment and provide the clinical
competencies necessary to keep our personnel ready to meet oper-
ational missions.

However, TRICARE for Life presents significant hurdles. The re-
source shortages that we face at the facility level have serious im-
plications on our ability for us to meet our mission. Presently, as
you heard, we are struggling to provide a limited benefit to our
over 65 beneficiaries. Without further resources, we will be unable
to increase services to deliver the proposed comprehensive benefits.

One of the key principal resource issues is, as you mentioned,
staffing shortfalls. Key to the success of TRICARE for Life is ensur-
ing sufficient numbers of providers and support staff to enhance
productivity and access to care. We continue to be successful in
making effective use of our military personnel. However, a revamp-
ing of the civilian hiring process and improved funding for the en-
tire health care delivery system is what we need to support that
expanded benefit.

When we are talking about compensation, it is not just limited
to nurses or physicians. It is really including all of our health care
disciplines. I would say our technicians and other ancillary per-
sonnel are included in this shortfall. Military personnel work side
by side with contract staff who command salaries far exceeding
some of their military counterparts. This creates additional dis-
satisfaction for our military members.

Compensation is a very powerful driver in the decision to remain
on active duty or to leave the service. Additionally, there is little
elasticity left, as the health care dollar is stretched to cover ad-
vances in technology, escalating pharmacy costs, continuous train-
ing requirements, and numerous overhead expenses. There is a
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constant tradeoff of tight resources for upkeep and renovation of
old infrastructure.

I know you have been in our health care facilities and you have
seen our aging buildings and their outdated configurations, which
prevent us from keeping pace with the changing health care envi-
ronment. Facilities are rapidly deteriorating due to scarce re-
sources. These issues confront us daily as military treatment facil-
ity commanders.

As Nurse Corps Directors, a significant resources issue is the
growing nursing shortage. We must employ effective recruiting and
retention tools to maintain a healthy force structure in both our ac-
tive and reserve components. An important retention strategy is
advanced education, preparing our nurses to effectively lead di-
verse technical and professional personnel in the delivery of quality
care.

The Federal Nursing Service Chiefs from the Army, the Navy,
the Air Force, and the Veterans Administration partner with the
Graduate School of Nursing at the Uniformed Services University
to create advanced practice nursing education with a focus on mili-
tary readiness. The nurse anesthesia and family nurse practitioner
programs are becoming stronger as we support them with excep-
tionally talented instructors and expand the number of clinical
training sites in our military facilities.

In closing, TRICARE for Life is welcome news to our bene-
ficiaries. As we collaborate with our fellow service colleagues to
achieve high quality, cost effective care, our patients remain our
highest priority. I am confident military nursing has the leadership
skills and the professional expertise to lead health care into the fu-
ture.

I sincerely thank you for your support and for the opportunity to
address you today. It has been an honor to serve as the Director
of the Navy Nurse Corps and I assure you that my successor, Rear
Admiral-select Nancy Lescavage, is the perfect choice to assume
this leadership position in Navy medicine. I look forward, though,
to our continued association in my position as the Commander of
the Flagship of Navy Medicine.

PREPARED STATEMENT

Senator STEVENS. The commander of what?

Admiral MARTIN. Commander of the flagship of Navy Medicine,
the National Naval Medical Center.

[The statement follows:]

PREPARED STATEMENT OF REAR ADMIRAL KATHLEEN L. MARTIN

Good morning, Mr. Chairman and distinguished members of the Committee. I am
Rear Admiral Kathleen Martin, Director of the Navy Nurse Corps and Commander
of the National Naval Medical Center. It is my pleasure to be here.

Today I would like to address two major programs: TRICARE for Life and Mili-
tary Health System Optimization, an effort to make the most effective use of our
resources. These two programs pose special challenges for the Military Healthcare
System of today and tomorrow.

The TRICARE for Life initiative provides us the opportunity to meet the
healthcare needs of our beneficiaries in a way we have not been able to in the past.
The opportunity of the over 65 population to enroll in TRICARE Prime will provide
them with access to comprehensive care at a time when their healthcare needs are
becoming more complex. For military medicine, TRICARE for Life will contribute to
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a robust training environment and provide the clinical competencies necessary to
keep our personnel prepared to meet operational missions.

Both TRICARE for Life and Optimization pose significant hurdles. The resource
challenges we face at the facility level have serious implications for our ability to
meet our missions. Without further resources, we will be unable to increase services
to deliver the promised comprehensive benefit.

One of the principal resource issues is staffing shortfalls. A key to optimizing
health care is ensuring sufficient numbers of providers and support staff to enhance
productivity and access to care. We continue to be successful in making effective use
of our military personnel; however, there is a need to increase the numbers of civil-
ian support staff in order to make Optimization work. For that, there must be im-
proved funding for the entire system and a revamping of the civilian hiring process.
The current civilian personnel system impedes our efforts to bring new staff on
board in a timely manner, resulting in loss of potential new hires to civilian employ-
ers. The antiquated classification system prevents us from competing with civilian
employers in salary and professional status.

Compensation is an issue for military staff as well. I clearly see this as an MTF
commander. Military personnel work side by side with contract staff who command
salaries far exceeding those of their military counterparts. This creates additional
dissatisfaction for our military members. Compensation is a powerful driver in the
decision to remain on active duty or to leave the service.

Additionally, there is little elasticity left as the health care dollar is stretched to
cover advances in technology, state-of-the-art equipment, spiraling pharmacy costs,
continuous training requirements, and a myriad of other overhead expenses. Fi-
nally, there is a constant trade-off of tight resources for upkeep and renovation of
old infrastructure. World War II era building configurations prevent us from keep-
ing pace with the changing healthcare environment, and facilities are rapidly dete-
riorating due to scarce resources.

These issues confront me daily as the commander of a military medical center.
In my role as Director of the Navy Nurse Corps, I see the impact system-wide. Utili-
zation of existing resources, advancing technology and an aging population are fuel-
ing the demand for multi-skilled, well-educated nurses to meet patient care needs
in an increasingly intricate healthcare system. Navy Nurse Corps officers fulfill this
need through their broad scope of professional practice. Basic preparation at the
baccalaureate level provides leadership skills, critical thinking ability, and case
management in addition to strong clinical skills. This enables them to serve in crit-
ical positions as clinical support staff for comprehensive care delivery as well as di-
rect care providers.

However, we are competing with the private sector for baccalaureate prepared
nurses. In light of the growing nursing shortage, we must employ effective recruit-
ing and retention tools to maintain a healthy force structure in both the active and
reserve components. The Nurse Corps has implemented initiatives that assist exist-
ing recruiting and retention processes. In partnership with Navy Recruiting Com-
mand, we created a multi-step recruiting plan that seeks the best-qualified can-
didates for the Nurse Corps. The current nurse accession bonus is a key component
of our recruiting strategy. Our recruiting success depends heavily on your continu-
ation of the accession bonus and educational stipend programs.

Given today’s competitive health care environment, that may not be enough to
maintain the force structure. Currently, only nurse practitioners, midwives and
nurse anesthetists receive any type of special pay. That program has been a success-
ful retention tool thus far, but the civilian-military pay gap is rapidly widening. Fur-
ther retention bonuses may be needed to retain all types of nurses as competition
increases for the dwindling supply.

An important retention tool is advanced education for Nurse Corps officers, which
prepares nurses to effectively lead both military and civilian personnel of different
technical and professional levels in the delivery of quality care, in any setting. Of
note, over 23 percent of our Nurse Corps is master’s prepared. The Federal Nursing
Service Chiefs partner with the Graduate School of Nursing at the Uniformed Serv-
ices University of Health Sciences to create a pipeline for advanced practice nurses.
The nurse anesthesia and family nurse practitioner programs are becoming stronger
as we support them with exceptionally talented instructors and expand the number
of clinical training sites in military facilities. Innovative distance learning programs
offer military and Veterans Administration nurses the opportunity to complete
nurse practitioner certificate programs within their hospitals. Uniformed Services
University provides superb educational opportunities for military nurses, and we
look forward to future collaboration on creative educational initiatives.

In closing, the recent advent of TRICARE for Life and Optimization are welcome
news to our beneficiaries, and arguably the most significant changes to our
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healthcare system since the creation of the Civilian Health and Medical Program
of the Uniformed Services (CHAMPUS) program in 1966. Navy nurses, in concert
with the whole Navy Medicine team, look forward to using their considerable talents
for the successful implementation of these new initiatives. But these talented people
are not enough to achieve the task before us. I sincerely hope that our entire mili-
tary healthcare system will be correctly supported so that we may meet our oper-
ational and peacetime missions.

As we collaborate with our colleagues in all the services to achieve high quality,
cost effective care, our beneficiaries are our highest priority. I sincerely thank-you
for your support and for the opportunity to address you today, I look forward to our
continued association during my tenure as Director of the Navy Nurse Corps and
Commander of the Flagship of Navy Medicine.

Senator INOUYE. Thank you very much.

General Brannon.

General BRANNON. Yes, Mr. Chairman, Senator Inouye. It is cer-
tainly a privilege and a pleasure to be invited back to testify again
this year as the Air Force Assistant Surgeon General for Nursing
Services, and this year I am also the very proud commander of the
89th Medical Group at Andrews Air Force Base, and certainly hon-
ored to be the first Air Force Nurse Corps officer to command a
medical center.

RECRUITING

Now, I am going to speak on behalf of all the corps chiefs when
I talk about recruiting, which we had identified last year as a sig-
nificant challenge. This year that challenge has continued to grow
for all of us. Nursing is a very rewarding profession, but with the
many career options people have today it is not very popular with
our young adults. So while the demand for nurses in America con-
tinues to grow, the supply is dwindling. It is projected that reg-
istered nurse positions will increase 23 percent over the next 5
years and yet baccalaureate nursing programs have had declining
enrollments for 6 consecutive years.

Our nurse work force is also aging. The average age of a reg-
istered nurse in the United States is 45.2 years. We also see that
50 percent of our current nursing work force will be retirement eli-
gible—that is age 656—in 2015. These trends have had a dramatic
impact on the Army Nurse Corps. Reserve Officer Training Corps
is their primary accession source, and as the school enrollments
have decreased so have the scholarship requests, and they are
down about 50 percent.

NURSING SHORTAGE

The Army Recruiting Command has been able to make up a sig-
nificant part of this shortfall. However, direct accessions of nurses
over age 40 has become increasingly common in the Army. What
this creates is an older, limited term, non-career work force for
them.

The Navy Nurse Corps has been fortunate to meet their recruit-
ing goals for the past 10 years and pipeline programs that they
first established in the early eighties have been the key to their
success. While their recruiting goal is 290 nurses this year, they
are only looking for 100 through direct accessions. The remainder
will come from ROTC, medical enlisted commissioning, and nurse
candidate programs.
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The Air Force Nurse Corps is experiencing our third consecutive
year of potential recruiting shortfall. Now, our needs are somewhat
different from the Navy and the Army. Our initial accession goal
is higher and we also have a much greater need for nurses who al-
ready have some experience. That is because outpatient clinics
comprise about 65 percent of our current Air Force military treat-
ment facilities, and most of them do not afford that hands-on skill
that those brand new novice nurses need.

Last year, in order to work on this problem we increased the
training capacity in all of our bedded facilities and we also broad-
ened the definition of the fully qualified nurses we needed to ac-
cess. We now include those who have a year of outpatient nursing
experience in addition to inpatient experience. We have commis-
sioned more enlisted members who have earned their baccalaureate
degrees in nursing and we also doubled our number of ROTC schol-
arships.

MILITARY BONUS SYSTEM

While each of these strategies has had some impact, I fear we
will still fall far short of our goal this year. We all agree that the
nurse accession bonus is critical for recruiting in today’s environ-
ment. But the civilian world has upped the ante. To attract new
nurses, health care organizations in many parts of our country are
offering larger bonuses, more robust benefit packages, and also
nursing scholarships in some cases. We will continue to work with
our sister services to evaluate the effectiveness of our current mili-
tary bonus system.

We have a lot of challenges—nurse recruiting, nurse retention,
implementing TRICARE for Life. But military nursing is still a
great way of life. We are on the leading edge of health care and
we are making population health a reality for all of our patients.
Our nurse-managed clinics and our telephone nursing initiatives
provide great support to our families.

Last year we recognized the need to standardize telephone nurs-
ing practice and we have really improved this service by deploying
new policies and new training programs. We also have a nurse
triage demonstration project under way that was funded by the
Tri-Service Nursing Research Program. The objective is to develop
more effective and efficient procedures.

Last year I described the Air Force’s commitment to optimize the
vast potential of our enlisted members. Since then we have made
our technicians pivotal members in our primary care teams. They
enhance the quality of each patient visit by performing initial
screening, identifying preventive health needs, and also providing
patient counseling and education. We have also made amazing
progress in our initiative to increase the number of licensed prac-
tical nurses in our enlisted force, and we have gone from concept
to students in the classroom in less than a year. Our first class of
23 students will graduate from an accelerated civilian program in
June.

READINESS

Now, although many of our efforts have concentrated on peace-
time health care, readiness remains job one. Our Air Force nursing
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motto is “Global Nursing, Precision Care,” and it reflects our com-
mitment to our patients and to our Nation. Military nursing stands
ready to respond any time, anywhere, in peace or in war.

I think a great example of this was our joint participation in
MedFlag 2000. That was a State Department-sponsored humani-
tarian effort in Cameroon, West Africa. I was able to visit one of
those villages during the deployment. I got to see our medics in ac-
tion as they immunized over 19,000 African children to protect
them from meningitis. I truly will never forget the looks on the
faces of those African mothers, because they stood in line for many
hours, but they recognized that our care could make a difference
between life and death for their children.

NURSING TRAINING

Nursing is critical to the success of our Nation’s partnership in
peace initiatives and other contingency operations. Research is also
vital to readiness. Your enduring support of the Tri-Service Nurs-
ing Research Program enabled nurses at Wilford Hall Medical Cen-
ter to validate deployment readiness of our Air Force nurses. They
used web-based training programs in a simulation laboratory to as-
sess 200 nurses, and their study will help us determine the train-
ing frequency required to maintain critical wartime skills.

PREPARED STATEMENT

Mr. Chairman and distinguished members of the committee, on
behalf of my colleagues I really thank you for allowing me to share
some of the achievements and the challenges of military nursing.
We are very grateful for your enduring and tremendous support.

[The statement follows:]

PREPARED STATEMENT OF BRIGADIER GENERAL BARBARA C. BRANNON

Mr. Chairman and distinguished members of the committee, I am Brigadier Gen-
eral Barbara Brannon, Director of Air Force Nursing Services and Commander of
Malcolm Grow Medical Center at Andrews Air Force Base. It is an honor and privi-
lege to represent today the 19,000 dedicated members of the active and reserve com-
ponents of Air Force Nursing Services. Thank you for this opportunity to report on
our achievements and challenges, and for your continued advocacy and support of
our many endeavors. My comments will focus on recruiting and retention, nursing
leadership and optimization, readiness, and research.

Recruiting

The national nursing shortage is having a devastating effect on staffing through-
out the healthcare industry, and the Air Force Medical Service is no exception. For
the third consecutive year, we are experiencing shortfalls in accessions. We were 85
nurses, or 30 percent, short of our nurse recruiting goal in fiscal year 1999. In spite
of revising the goal last year from 300 to a “remotely achievable” 225, only 205 new
nurses joined the Air Force in fiscal year 2000 by direct commissioning. Unfortu-
nately, current reports project an even more serious shortfall of nurses this year.

This is despite several initiatives implemented during the past year to enhance
recruitment. We changed the operational definition of a “fully qualified nurse” to in-
clude those with one year of outpatient nursing, as opposed to only accepting those
with inpatient acute care experience. The Air Education and Training Command re-
designed the Nurse Transition Program and we increased training capacity at our
larger inpatient facilities that enabled us to recruit nurses with no experience for
the first time in over three years. We also commissioned twice the number (from
12 to 23) of enlisted members who had earned their baccalaureate degree in nursing
by removing the cap on that accession source. The number of ROTC scholarships
doubled to 50 from the original goal of 25 set three years ago. Anticipating a severe
shortage of Certified Registered Nurse Anesthetists, we instituted, for the first time
ever, a loan repayment program that grants reimbursement of education costs up
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to $24,000. Innovative incentives like this are essential as we struggle to meet our
recruiting goals in critical nursing specialties.

Other incentives designed to enhance our officer recruiting efforts have been dis-
cussed, but could not be supported last year by our sister services due to differences
in our personnel management systems and our recruiting goals. One proposal was
to change Department of Defense policy to reduce the minimum term of service from
three years to two years. We believe this proposal would attract nurses not inter-
ested 1n a longer active duty commitment.

We would also like to evaluate the nurse accession bonus. It is our belief that the
five thousand dollar accession bonus no longer competes favorably with the employ-
ment bonuses offered in the civilian market place. Newspaper advertisements and
our recruiters tell us that some civilian hospitals offer as much as $10,000 in sign-
on bonuses. We will continue to work with our sister services to find mutually ac-
ceptable legislative answers to the bonus question.

Retention

Our current end strength reflects our accession shortfalls, the final year of the Air
Force Nurse Corps voluntary draw down program, and an unexpected increase in
the separation of nurses after their initial active duty commitment. At the end of
fiscal year 2000, there were 4,048 nurses on active duty, 165 nurses below our au-
thorized endstrength. This is the first time in over a decade that we have been
below endstrength.

I have directed that every nurse who voluntarily separates from the Air Force be
interviewed by the Chief Nurse, or a senior Nurse Corps officer. The standardization
of exit interviews will help identify the factors that are influencing our nurses to
separate early from active duty military service. Trend analysis of information pro-
vided by the survey will potentially enable us to target both the timing and type
of incentives needed to improve retention.

Retention of our enlisted members has also become a challenge. For example, the
retention goal for first term medics is 55 percent. Last fiscal year, the medical tech-
nician retention rate was 51 percent, the lowest in seven years. Retention among
career enlisted members, those with ten to fourteen years in service, was also below
goal. A selective reenlistment bonus was instituted to improve the declining reten-
tion for our first termers. Little improvement has been noted, with the January
2001 reenlistment rate for first term medical technicians at only 43.9 percent.

Quality of life issues, including child care, housing, benefits, and workload, is
often cited as a major factor when our people make career decisions. Continued con-
gressional support of legislation that focuses on improving military quality of life
will bolster recruiting and retention of our officer and enlisted forces.

Nursing Leadership Opportunities

The Air Force has a solid progressive leadership track, and nurses as commanders
are no longer a novelty. I am very proud to be the first Nurse Corps officer selected
to command an Air Force medical center. Active duty nurses now command 22 per-
cent of our medical groups. Thirty-one Nurse Corps colonels met the most recent
Medical Commander Selection Board. Forty-two percent were identified as command
candidates, and of those 13 nurses, 6 were selected for group command. Compared
to the previous year, the selection rate increased 12 percent and the match rate de-
creased 8 percent.

Active duty nurses currently command 19 percent of our squadrons. On the last
selection board, 39 nurses were identified as squadron command candidates and
comprised 24 percent of all AFMS candidates. Twenty-two nurses were selected as
squadron commanders and filled 25 percent of the requirements. Nurses command
32 percent of the Air Reserve medical squadrons and 13 percent of Air National
Guard medical squadrons, representing a 3 percent increase for the Air Reserve and
a 2 percent decrease for the Guard.

Nursing Optimization

Air Force nurses are also on the leading edge in the implementation of new health
delivery models. Primary Care Optimization, and its overarching strategy of popu-
lation health management, remains the focus of our peacetime health care system.
Although challenges are great, we enjoyed many successes this past year. I am as
excited about the role of the Health Care Integrator this year, as when I spoke of
it in last year’s testimony. These nurses work at the facility level as “air traffic con-
trollers,” ensuring our patients get the right care at the right time, from the right
provider. Prevention and disease management are essential ingredients of the
health care integrator function. For example, the Health Care Integrator at Tyndall
Air Force Base in Florida managed the follow-up care of over 800 patients seen in
local civilian emergency departments. By returning these patients to the military
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treatment facility, the nurse ensured continuity of care and reduced costs per pa-
tient by eliminating duplication in services. As this role continues to evolve across
our health system, I am optimistic that there will be even greater improvement in
services and higher cost-savings.

Another success story revolves around telephone nursing practice, telehealth that
is based on a philosophy committed to the goals of delivering quality, cost effective,
and safe nursing care. Our nurses in our outpatient clinics reported in a recent sur-
vey that 50 to 60 percent of their duty time was spent providing telephone support
to patients, assisting them in meeting their health care needs. This is equivalent
to the time our civilian counterparts report that they spend in the same activities.
Our nurses use the telephone to triage, educate, and coordinate care for patients.

Because of the amount of time spent on the telephone, there was a demand to
standardize Air Force telephone nursing practice. We developed guidelines, training
materials, and other support tools that were deployed to the field late last year. This
tool kit was well received and stimulated improvements throughout the Air Force
Medical Service. In addition, we are conducting a triage demonstration project to
evaluate access to care, clinical outcomes, patient and staff satisfaction, and re-
quired resources. This project is funded through the TriService Nursing Research
Program. Although the demonstration is just underway, there are early lessons
learned to validate that support of nurses in the triage function was much needed.
I look forward to reporting our results next year.

We have also made great strides in optimizing the role of our enlisted members
providing patient care services. As a result of Primary Care Optimization, our en-
listed personnel have become pivotal members of the healthcare team. They are re-
sponsible for initial patient screening, identification of preventive health needs, and
many aspects of patient counseling and education. Their work improves the quality
of the patient visit by enhancing the efficiency of the physicians, nurse practitioners,
and physician assistants.

Last year I spoke of the vast untapped potential of our enlisted force. We have
made great progress in our initiative to increase the number of Licensed Practical
Nurses in our skill mix. We entered a partnership with a civilian college and our
first class of 23 students are now attending an accelerated program to earn a prac-
tical nurse certificate.

Much work was done this past year to develop an inpatient staffing model to cor-
rect the skill mix imbalance prevalent in our bedded facilities. The goal is to ensure
the patient receives the right level of care from the appropriate nursing staff mem-
ber. The model was field-tested last summer and the new standards were applied
in the fiscal year 2003 manpower programming cycle.

We are now focused on developing new staffing models for our specialty services.
Advanced practice nurses can play a critical role as we expand population health
and condition management programs. We believe that increasing the number of ad-
vanced practice nurses in ambulatory care settings will increase access to care, im-
prove patient satisfaction, and enhance the efficiency and effectiveness of our health
care delivery.

Deployment of “TRICARE for Life” will also present another opportunity to cap-
italize on the talents of nursing personnel. We are delighted that we may be given
the opportunity to welcome our over-age 65 retirees and their families back to our
healthcare facilities. It is absolutely the right thing to do, and will also allow our
people to practice the full scope of nursing, and maintain those skills critical to our
medical readiness.

Readiness

We are at the nation’s call and must be prepared to respond any time anywhere.
We capitalize on every opportunity to sustain top clinical skills and to gain experi-
ence in a variety of settings. Two hundred Air Force medics participated in
MEDFLAG 2000, a United States European Command (USEUCM) three week med-
ical readiness exercise in Cameroon, West Africa. The 86th Aerospace Expeditionary
Group, from Ramstein Air Force Base, Germany, was the lead agency of the joint
team that also included medical personnel from the Army and the Navy. I made a
personal visit to one village and witnessed our medics in action as they conducted
a massive immunization campaign protecting over 19,000 African children from
meningitis. I will always remember those parents who patiently waited in line for
hours, knowing that our help could mean the difference between life and death for
their children. Nursing is critical to the success of our nation’s “Partnership for
Peace” missions.

In Southeast Asia, our Independent Duty Medical Technicians (IDMT) supported
Joint Task Force Full Accounting, a mission to search for and recover remains of
Americans Missing In Action. Our IDMTs also deployed to the Federated States of
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Micronesia in support of civil engineering teams, and provided immunizations and
routine medical care to the local population. These contingency operations help our
people gain new skills and sustain clinical competencies essential for medical readi-
ness.

Research

The continued support of the TriService Nursing Research Program enabled us to
study military nursing practice models and new technologies in the patient care en-
vironment. Nurses at Wilford Hall Medical Center in San Antonio, Texas, conducted
research on wartime nursing competencies. This initiative used a web-based com-
puter assisted training program and an innovative simulation laboratory to verify
the readiness skills of over 200 clinical nurses. A key outcome of this study is the
validation of the training frequency required to sustain necessary skills.

We also received a grant from the TriService Nursing Research Program that will
help us deploy “Medical Team Management” throughout the Air Force Medical Serv-
ice. Using the aviation crew resource management concept well-known to our flying
community, a team at Eglin Air Force Base, Florida, designed a program to improve
patient safety by enhancing communication and collaboration between nursing staff
and other healthcare disciplines. During the past year, over 1,500 Air Force medics
were introduced to the elements critical to building a successful safety culture. The
initiative also produced a Hospital Safety Index to measure staff attitudes toward
patient safety. Analysis of preliminary data is pending.

Closing remarks

Mr. Chairman and distinguished members of the Committee, it has been a pleas-
ure to share the most recent chapter of our Air Force Nursing story with you today.
Our motto, “Global Nursing, Precision Care”, reflects our commitment to our nation
and our patients, in peacetime and in war. We thank you for your tremendous sup-
port of military nursing.

Senator STEVENS. Thank you very much.

General Bester.

General BESTER. Mr. Chairman, Senator Inouye, it is indeed a
pleasure for me to be asked to come here today to testify.

Over the last year, all three of us nursing chiefs have worked
very closely on issues that affect all three of the services. Today
what I would like to discuss primarily is the manning issue, both
military and civilian. Last year, you will recall, all the armed serv-
ices stressed the need for continued incentives to attract and retain
military members in light of the present and the projected future
nursing shortages. The need for incentives to retain military nurses
remains critical.

According to a policy statement from the Tri-Council of Nursing
Organizations—and that is comprised of the American Association
of the Colleges of Nursing, the American Nurses Association, the
American Organization of Nurse Executives, and the National
League for Nursing—today’s nursing shortage is very real and very
different from any experienced in the past. The new nursing short-
age is evidenced by fewer nurses entering the work force, acute
nursing shortages in certain geographic areas, and a shortage of
nurses adequately prepared to meet certain areas of patient care
needs in a changing health care environment.

Enrollments in all basic register nurse (RN) preparation pro-
grams have declined each year for the last 5 consecutive years. Ac-
cording to the National League for Nursing, between 1995 and
1999 the number of nursing programs of all types actually in-
creased in the United States by 2.6 percent. Despite this overall
growth in the number of nursing programs, the number of students
enrolled and graduating from nursing programs has actually de-
clined 13.6 percent. The clear trend is toward an increase in the
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number of programs occurring simultaneously with a decrease in
the number of enrollments and graduations from these programs.

Currently our greatest retention challenge is at the lieutenant
and captain level, the 01 through 03 level, which really is the heart
of the military work force for all the services. Each of the services
has targeted this group through open communication and via inter-
views with upper level management to ascertain the reasons the
junior officers depart the military. We are closely monitoring this
group and working those retention issues that are within our
power to effect change and resolution.

Last month the Army Nurse Corps hosted the Charles J. Ready
Leader Development Conference. That conference is designed to de-
velop and mentor future nursing leaders from all three of our serv-
ices. Participants address critical issues affecting their develop-
ment as military nurses.

SPECIALTY NURSING

Most appropriate to today’s environment was answering the key
question: Why are the mid-level officers leaving the military today?
The service chiefs received a very powerful message from them. In
addition to quality of life issues, participants made it clear that
educational opportunities and pay and incentives were a top pri-
ority to them. Current civilian sign-on bonuses, flexible work sched-
ules, compensation packages and benefits are attractive alter-
natives to our cost-cutting environment.

The reality is that the competition with the civilian nursing mar-
ket has increased dramatically over the last few years. Continued
erosion in our health education and training budgets for our mili-
tary nurses adversely impact our ability to provide the professional
development necessary to prepare our officers for the rigors of sen-
ior leadership and advanced nursing practice.

I am happy to report that we have been extremely successful
over the past few years with specialty and certification pay for our
nurse practitioners, our certified registered nurse anesthetists, and
our certified nurse midwives. I would ask that we continue with
additional economic incentives that are necessary to encourage
military nurses to enter low-density specialty areas and remain in
practice longer than the current 1-year post-training obligation.

Our civilian work force, comprising anywhere from 33 to 55 per-
cent of our nursing force structure, presents equal challenges. Cur-
rent vacancy rates range from 27 percent on the high range to 7
percent on the low range. Coupled with costly 15 to 35 percent
turnover rates and significant differences in hiring practices be-
tween the government and the private sectors, we are unable to
maintain an adequate level of civilian nurses to meet our needs.

Our civilian competitors are able to provide timely hiring actions,
in some instances as little as one week from application to the first
day they arrive in the facility. Conversely, the average length of
time to bring a new RN into a military treatment facility is 93
days. Civilian hiring practices constrain and entangle what should
be an expeditious process for us.

We have all worked diligently here at the front table to overcome
these barriers through innovative practices. The Army Nurse Corps
has partnered with the Air Force, utilizing Air Force nurses to tem-
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porarily fill civilian vacancies until hiring actions are completed.
The Navy similarly has used extensive resource-sharing agree-
ments and contracts to meet their needs.

Teams of civilian and military leaders have met to discuss ways
to streamline civilian recruitment and hiring processes and identify
sorely needed revisions in outdated civilian standards to assist us
in meeting our current needs. We must create a system that is not
cumbersome and one that does not threaten human resource avail-
ability. We must have the funding to develop and implement acces-
sion programs that meet the current critical need for swift hiring
of highly qualified candidates and to continue to develop an effec-
tive career progression ladder for them.

Funding civilian training and incentive programs that enhance
professional development, leadership skills, and work force produc-
tivity is absolutely essential. With the passage of the 2001 National
Defense Authorization Act that expands, of course, our health care
to a greater number of our beneficiaries, the numbers of bene-
ficiaries enrolled in our military health care facilities is expected to
rise, as is the severity of illness of those patients. The increased de-
mand for health services, the aging of the population, and the need
to maintain the appropriate mix of patients necessary to maintain
both our clinical proficiencies and our readiness posture mandate
that we have sufficient nurses to provide these much needed health
care services. We must act expeditiously in order to allow us to con-
tinue to adequately support this critical patient care mission.

PREPARED STATEMENT

In closing, I want to thank you, Mr. Chairman, Senator Inouye,
for the opportunity to address these critical issues with you. We
are all at this table very, very grateful for your assistance in keep-
ing our military nursing corps strong and ready for the challenges
that face us in the future.

Thank you.

[The statement follows:]

PREPARED STATEMENT OF BRIGADIER GENERAL WILLIAM T. BESTER

Mr. Chairman and distinguished members of the committee, I am Brigadier Gen-
eral William T. Bester, Assistant Surgeon General for Force Projection and Chief,
Army Nurse Corps. I am both pleased and honored to testify before you today. I look
upon my appointment as the 21st Chief of the Army Nurse Corps as both an honor
and a privilege. The opportunity to serve with and direct some of the finest men
and women in the Army Medical Department (AMEDD) is a professional reward
that far surpasses anything that I could have thought possible some twenty-seven
years ago when I first joined this outstanding professional nursing organization. I
have an absolute commitment to serve the Army Nurse Corps with the same tena-
cious spirit of my predecessors.

In that same context, I stand committed to fully support The Army Surgeon Gen-
eral in his quest to maintain our high quality of peacetime healthcare while, at the
same time, being trained, equipped and capable of supporting the medical needs of
our deployed forces. In an environment of limited resources, he has charged me to
be actively engaged in our corporate business plans that will allow us to generate
the greatest benefit from the resources, both human and fiscal, that we have avail-
able to us.

This morning my focus will highlight three important concerns that relate to the
ability of the Army Nurse Corps to serve the nation: manning, the impact of oper-
ational deployments and the importance of the congressionally sponsored TriService
Nursing Research Program. I would first like to begin by discussing manning.
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Manning: The demand for professional nurses in America is increasing while the
supply of professional nurses is declining; according to a policy statement from Tri-
Council members, The American Association of Colleges of Nursing (AACN), The
American Nurses Association (ANA), and The American Organization of Nurse Ex-
ecutives (AONE) dated 31 January 2001. Last year, you will recall, all armed serv-
ices stressed the need for continued incentives to attract and retain military mem-
bers in light of the present and future nursing shortages. We greatly appreciate the
Senate directing the Health Professionals Retention/Accession Incentives Study
(HPRAIS), currently being conducted by the Center for Naval Analyses (CNA), that
is evaluating the adequacy of special pays and bonuses for military health care pro-
fessionals. We are hopeful that this study will identify the need for incentives for
?oth our military nurse force and our Department of Army (DA) civilian nurse work-
orce.

The Bureau of Labor Statistics reports that Registered Nurse positions will in-
crease 23 percent by 2006. According to the policy statement form the Tri-Council
members, AACN, ANA, and AONE, enrollments in all basic RN preparation pro-
grams have declined each year for the last five consecutive years. According to the
National League for Nursing (NLN), between 1995 and 1999, the number of pro-
grams of most types has increased in the United States 2.6 percent. Despite this
overall growth, the number of students enrolled in and graduating from nursing
programs has declined 13.6 percent. The clear trend is toward an increase in the
number of programs occurring simultaneously with a decrease in the number of en-
rollments and graduations from these programs. For the fourth year in a row, Bach-
elor of Science in Nursing (BSN) enrollments are down 5 percent. Attractive, com-
peting career options with greater compensation are luring young adults away from
nursing as a career choice. To compound the shortage, the current workforce of civil-
ian nurses is rapidly approaching retirement age. The average age of civilian RNs
is 45.1 years. By 2010 it is estimated that more than 40 percent of the nursing
workforce will be over the age of 50 and by 2015 approximately 50 percent of the
nursing workforce will be retirement eligible.

These trends—decreased nursing school enrollments and an aging workforce—
have a dramatic impact on our ability to attract and retain qualified military and
civilian nurses. In the early 1990’s our Corps made a commitment to use the Re-
serve Officers’ Training Corps (ROTC) as our main source of accessions. With the
nursing shortage of the last three years however, we have seen a decline in scholar-
ship requests and our ROTC accession numbers have decreased 50 percent, from a
high of 228 in 1996 to a projected low of 113 for 2001. Although U.S. Army Recruit-
ing Command (USAREC) has made up a significant part of this shortfall, direct ac-
cessions of nurses aged 40 years and over have become much more common. This
creates an older, limited-term, non-career track force. This approach further shrinks
our already eroding mid- and late-career captain and major ranks that supply the
majority of our expert clinical specialty base. Having to recruit a greater number
of working nurses means we must compete with the civilian institutions for the
same critical specialties at a time when they are offering streamlined hiring prac-
tices and significant recruitment and retention bonuses. Furthermore, continued
erosions in our health education and training budgets for our military nurses ad-
versely impact our ability to provide the professional development necessary to pre-
pare our officers for the rigors of senior leadership and advanced practice. Our jun-
ior officers look to these educational offerings as a means to advancement and a crit-
ical motivator for retention.

Our civilian ranks present a more acute dilemma. Within our current AMEDD
nursing structure approximately 50 percent of nursing care is provided by Depart-
ment of Army (DA) civilian nurses. Over the last three years our inventory has not
met the level of need. The reasons are varied. Current vacancy rates for authorized
positions vary by region from a high of 27 percent to a low of 7 percent. Coupled
with costly 15 percent to 35 percent turnover rates and significant differences in hir-
ing practices between the government and private sector, expeditious hiring is ten-
uous at best. The average processing time from application to hiring is 93 days.

Much has been done to alleviate current and future shortages. Recruitment bo-
nuses and specialty course guarantees continue to attract nurses to the military.
The Army Nurse Corps has partnered with the Air Force utilizing Air Force nurses
to temporarily fill civilian vacancies until hiring actions are completed. Army civil-
ian and military leaders are exploring ways to streamline civilian recruitment and
hiring processes. Further action and support are needed if we are to develop a re-
sponsive hiring system.

Several key initiatives must be realized to ensure that a robust force of civilian
and military nurses is available to care for our ever-increasing number of bene-
ficiaries seeking care at our Army Medical Treatment Facilities. Achieving recruit-
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ing goals at the entry level and retention past initial and subsequent tours is of
great concern. The success of recruitment bonuses proved its worth and now must
be expanded to retention bonuses for officers completing their first tour. Further-
more, economic incentives are necessary to encourage military nurses to enter spe-
cialty areas and remain in practice longer than the current one-year post-training
obligation. The current specialty and certification pay for our nurse practitioners,
certified nurse anesthetists, and certified nurse midwives, demonstrates the success
of such initiatives.

Even greater efforts must be dedicated to achieving dramatic improvements in our
civilian recruitment and retention initiatives. Government hiring practices are ar-
chaic, cumbersome, and threaten human resource availability. Wages are set by law
and not easily adapted to market forces. We must have the flexibility to develop and
implement accession programs that meet the current critical need for the swift hir-
ing of highly qualified candidates. Funding civilian training and incentive programs
that enhance professional development, leadership, and work force productivity,
such as the revision of the Army Civilian Training Education Document System and
civilian tuition assistance programs, are a must. We ask this committee to support
necessary changes to simplify or eliminate outmoded hiring rules and produce a
modern, streamlined personnel system, one that is more responsive to our needs.

Making such changes now will enable the military treatment facilities to execute
innovative business plans designed to provide for the preventive, acute, and chronic
health care needs of its beneficiaries. With the passage of the 2001 National Defense
Authorization Act expanding health care for a greater number of beneficiaries, the
numbers of beneficiaries enrolled in our military health care facilities is expected
to rise, as is the severity of illness of our patients. The increased demand for health
services, aging of the population, and the need to maintain the appropriate “mix”
of patients necessary to maintain our clinical proficiency and readiness, mandate
that we have sufficient nurses to provide health care services. We must act expedi-
tiously in order to allow us to continue to adequately support this critical patient
care mission.

Deployments: In an environment of persistent personnel shortages, Army Nurses
continue to provide services around the world whenever and wherever they are
needed. In fiscal year 2000, 444 Army Nurse Corps Officers deployed to over 10
countries consuming 12,116 man-days not available to deliver the TRICARE benefit.
For fiscal year 2001 we are on a glidepath to exceed that amount by 23 percent,
with 227 Army Nurses who have already deployed, consuming 6955 man-days.

Army nurses continue their expert performance in support of the worldwide mis-
sions. During the 6-month deployment of the 212th Mobile Army Surgical Hospital
(MASH) to Bosnia, Army nursing personnel were responsible for daily health sup-
port to over 10,000 Kosovo Force 4 (KFOR) soldiers and emergent care for over
250,000 local nationals. These personnel provided direct care to over 339 trauma
and major medical patients, including victims of motor vehicle accidents, gunshot
wounds, and grenade and mine blast injuries. In the course of providing host nation
medical support, the 212th MASH’s medical and nursing staff provided weekly visits
to the rural town of Gnjilane to instruct the local hospital staff in basic and emer-
gency medical care. Their efforts significantly increased the host nations’ ability to
provide competent regional healthcare. Shortly after their arrival at Eagle Base in
Bosnia, the 249th General Hospital’s (Forward) nursing personnel actively collabo-
rated in establishing a telemedicine link with four isolated base camp aid stations
establishing weekly telemedicine conferences. Such conferences significantly reduced
numbers of evacuated patients through prompt diagnoses and treatment and in-
creased unit level education for division medics. Task Force Med Eagle received rec-
ognition as a Training Site for the National Registry for Emergency Medical Techni-
cians. This site now facilitates the 91W transition training for all follow-on units.
This action has far reaching implications, ensuring that up-to-date combat medic
training and enlisted professional career development continues, even when our sol-
diers are deployed. The 67th Combat Support Hospital was instrumental in rebuild-
ing a local hospital and educating the local national staff, ensuring its ability to
treat trauma patients. Additionally, in just 3 months, this unit volunteered count-
less hours to repair a badly damaged local school void of heat, electricity, water, and
functional classrooms, and stock it with donated school supplies from Germany and
the United States. While participating in Joint Task Force Bravo in Honduras, US
military nursing personnel and Honduran military personnel conducted a com-
prehensive Health Project at the Honduran Department of Defense in Tegucigalpa.
This activity enhanced international medical cooperation between Honduran and
American armed forces through education, information sharing, and interdiscipli-
nary collaboration.
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Not only are our active duty Army Nurse Corps Officers fully engaged, but our
reserve family is in full support of our deployed forces as well. In August of 2000,
the 914th Combat Support Hospital from Backlick, Ohio traveled to the south-
western valleys of Columbia, South America for a 15-day Medical Readiness Train-
ing Exercise. During the 10 days the clinics were in operation, the staff treated over
6,400 patients. Currently the 313th Combat Support Hospital (Hospital Unit Sur-
gical), from Springfield, Missouri is staffing Task Force Med Falcon in Kosovo, con-
tilnuing to provide quality healthcare to the approximately 10,000 NATO soldiers in
the sector.

These few examples serve to highlight once again that Army Nurses possess the
expert clinical skills, critical thinking abilities and dedication necessary to execute
the most challenging mission in the most austere of environments, never compro-
mising patient care.

Nursing Research: Thanks to your continued support, the TriService Nursing Re-
search Program (TSNRP) continues to increase our understanding of the most crit-
ical issues facing the delivery of military nursing care today. One example is the
staffing shortages mentioned earlier in the testimony and their current impact on
our ability to deliver timely and quality nursing care. With the aid of TriService
Nursing Research funding, Army nurse researchers are working with experts from
the California Nursing Outcomes Coalition and the University of California, San
Francisco to establish an Army-wide nursing database that uses standard defini-
tions and data extraction techniques to measure patient outcomes. The Army nurs-
ing Outcomes Database will be used in three key ways. First, participating MTFs
will use the data for internal quality improvement efforts. Second, the data will pro-
vide a foundation for research and other systematic studies assessing the impact of
skill mix, educational level, and other factors on indicators of health, quality and
safety. Third, data will be used to make evidence-based Army health care policy de-
cisions that affect patient safety, educational planning, health systems design, and
nurse staffing. This year I provided direction to Army nurse researchers to re-
prioritize nursing research programs within the Army Medical Department. These
programs will focus on the most compelling problems over which we have an ability
to influence outcomes. Among these are: (1) identification of specialized clinical skill
competency training and sustainment requirements; (2) deployment health chal-
lenges (nursing care requirements during current mobilization and operations other-
than-war situations); (3) issues related to the nursing care of our beneficiaries in
garrison; (4) identification of acute care nurse staffing requirements and their rela-
tionship to patient outcomes; (5) issues related to civilian and military nurse reten-
tion in this era of critical shortages;) and finally, (6) program evaluation of our core
education programs for nursing personnel. I am confident that Army Nurse re-
searchers will continue to add to the scientific body of knowledge underlying mili-
tary nursing practice.

Your support of the TriService Nursing Research Program is fundamental to the
success of military nursing research. I would like to share some brief examples of
our successes. In a series of TriService Nursing Research funded studies, two self-
diagnosis kits were developed that can accurately determine the presence of vaginal
or urinary tract infections in deployed female soldiers. These kits will allow self-di-
agnosis and treatment. Implications for military women deployed in austere envi-
ronments include less time away from duty, increased manpower availability for
mission-related operations, and greater health and comfort levels.

Research not only answers questions; it frequently uncovers gaps in what we
know. In a study evaluating intravenous catheter insertion by nursing personnel
wearing chemical-biological protective gear, nurse researchers discovered that some
personnel encountered difficulties with task completion due to claustrophobia associ-
ated with the confinement of the protective clothing. Based on this finding, further
study will address this issue in an attempt to find the means to improve nurses’
performance in the chem-bio environment.

The TriService Research Advisory Group, fully supported by all Federal Nursing
Chiefs, has developed a strategic plan that prioritizes the most critical and relevant
topics for future military nursing research. These topics include: (1) deployment
health—studies that analyze factors that affect operational readiness before, during,
and after deployment; (2) development and sustainment of skills—studies that ad-
dress the acquisition and maintenance of key nursing competencies; (3) clinical prac-
tice outcomes management—studies that determine the most effective health care
interventions across the full spectrum of care from health promotion to disease man-
agement in military populations; (4) recruitment and retention—studies that iden-
tify strategies to improve force management of military and civilian nurses within
the Department of Defense (DOD); and (5) clinical resource management—studies
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that determine staffing models that optimize the utilization of DOD nursing per-
sonnel.

Military nurses are ever vigilant of the health care needs of those we serve. We
possess a unique understanding and knowledge to provide the care required by our
beneficiaries. Continued congressional support for the TriService Nursing Research
Program is essential for military nurse researchers to conduct studies to improve
practice and develop policy within the DOD.

Army Nurses are a key spoke in the wheel of Army Medicine. Collaboration with
our sister Corps within the Army Medical Department will insure that we capitalize
on every opportunity to support The Army Surgeon General’s vision of providing the
highest quality of patient care predicated on evidenced-based practice and business
plans that utilize our fiscal and human resources in the most efficient and effective
way possible.

Finally, I would like to express my unqualified support of the Uniformed Services
University of the Health Sciences (USUHS). The Graduate School of Nursing has
been instrumental in providing trained Certified Registered Nurse Anesthetists and
Family Nurse Practitioners. Most importantly, USUHS has become the sole educa-
tor of our Family Nurse Practitioners, saving the Army Medical Department in ex-
cess of $300,000.00 annually in Health Education Funds. Graduates of the USUHS
programs have excelled masterfully and have enjoyed a 100 percent pass rate on
their certification exams. Our continued affiliation with USUHS is a must if we are
to maintain sufficient numbers of practitioners necessary to support our primary
care mission.

In a closing note, on February 2, 2001, the Army Nurse Corps celebrated 100
years of nursing service to our country. Army Nurses reflected on our illustrious
past and applauded our accomplishments of service to our soldiers. Now we are
poised and ready to address the challenges of the future, with the same drive, pro-
fessionalism and dedication as our predecessors. We will be successful. Army Nurses
remain Ready, Caring, and Proud. Thank you for this opportunity to address Army
Nursing. We are grateful for your assistance in keeping the force strong for the fu-
ture.

Senator INOUYE. I thank you very much, General Bester, and
congratulations on your new mission.

General BESTER. Thank you, sir.

Senator INOUYE. May I proceed?

Senator STEVENS. Yes.

PROCESSING APPLICATIONS

Senator INOUYE. General Bester, you have noted that it takes an
average of 93 days to process applications for new nursing posi-
tions. Who is responsible for processing civilian nursing applica-
tions, your offices or some other organization?

General BESTER. No, sir, our civilian personnel challenges. There
are a number of steps in the process and we have blocked those
steps with our folks and we are trying to decrease the processing
time, which by the way, sir, we have decreased some already since
we have started addressing the issue.

But it really needs to come down much more than it already has,
because what happens is is we get very interested applicants. Let
me use Brooke Army Medical Center down in San Antonio for a re-
cent example. We had a job fair down there and had 100 very in-
terested nurses who were interested in working at that beautiful
health care facility that we have. The issue is that the processing
time was so long that they took other offers downtown, not so much
because they were being offered any more money, which they may
have been, but they were really interested in working at Brooke
Army Medical Center, but they were not interested in waiting 2,
3, or 4 months to be processed.

Senator INOUYE. Why did it take so long?
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General BESTER. We have, sir, built-in obstacles in our hiring
system that just prevent us from expeditiously bringing people on
into our civilian nursing system.

Senator INOUYE. Who is responsible for the hiring of nurses?

General BESTER. Our civilian

Senator INOUYE. Your office?

General BESTER. No, sir. We identify the individuals that we
want hired, but we have to go through the civilian personnel office
to hire those individuals.

Senator INOUYE. Would it make a difference if you got the re-
sponsibility?

General BESTER. Yes, sir.

Senator INOUYE. Would the others feel the same way?

Admiral MARTIN. Yes, sir.

General BRANNON. Yes, sir.

Senator INOUYE. So right now you depend upon another office,
which is not in your profession, to do the recruiting?

Admiral MARTIN. Yes, sir, for civil service personnel the Office of
Personnel Management (OPM) recruits and hires all these individ-
uals.

Senator STEVENS. What about uniformed people?

Admiral MARTIN. No, sir, we do that.

General BRANNON. We do that.

Senator STEVENS. You do it directly?

Admiral MARTIN. Each service has some type of a recruiting com-
mand where we actually have active duty nurses participating.

Senator STEVENS. He is asking, are you doing it? You recruit
your own people?

Admiral MARTIN. Yes, sir.

Senator INOUYE. But not the civilians?

Admiral MARTIN. No, sir.

Senator INOUYE. If you had the authority to recruit civilian
nurses, it would be done much more expeditiously, would it not?

Admiral MARTIN. Yes, sir.

Senator INOUYE. Would the surgeons general oppose this?

General CARLTON. No, sir. We support it fully.

Senator INOUYE. You support it.

Senator STEVENS. We will have to discuss that with the Govern-
ment Affairs Committee, but I understand you are interested.

CERTIFIED REGISTERED NURSE ANESTHETISTS (CRNA)

Senator INOUYE. How successful has the Army, Navy, and Air
Force Nurse Corps been in retaining the USUHS Graduate School
of Nursing advanced practice nurses?

NURSE ANESTHETISTS

General BRANNON. I think we struggle a little bit, sir, with re-
taining our certified registered nurse anesthetists. Many of them
will retire, but often they do not stay past their 20-year obligation
because of the compensation benefits in the civilian world. But that
school has been very successful in producing full-up, readiness-
ready CRNA’s who perform outstanding service while they are with
us.
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Senator INOUYE. All of them—I gather you have a 100 percent
pass rate?

General BRANNON. Absolutely. We are very proud of that quality
education, sir.

Senator INOUYE. It is the only nursing school that has done that
in this Nation.

One of the problems we seem to have from underfunding, as
noted by the surgeon generals, is the fact that we have to either
postpone or cut back programs as we get close to the end of the
fiscal year. One program that suffers every fiscal year is the con-
tinuing education program. Has that affected the nursing profes-
sion in your experience?

Admiral MARTIN. Yes, sir, it has. As our dollars become tighter,
we then cut down on sending nurses to professional education pro-
grams, certification programs, and so forth. You need to continu-
ously train and send professionals to either challenging courses or
updates for professional education.

Senator INOUYE. Do you have common problems, for example, in
recruiting active duty personnel? In the Air Force do you find it a
bit easier recruiting than the Army? Do the services find that
Wome?n would rather go into the Army or the Air Force or the
Navy?

General BESTER. Senator, I think they all want to come in the
Army.

Admiral MARTIN. I believe they like our uniform better.

General BRANNON. They all want to be flight nurses.

We all have our advantages, I think, sir.

Senator INOUYE. Recently, General Bester, there was a revision
in the Army regulations affecting the standard of practice for cer-
tified registered nurse anesthetists. How is that working out?

General BESTER. Sir, I can report that that is moving along very
well. General Peake approved that revision last November, which
is our Army Regulation 40-48, which really defines our scope of
practice for CRNA’s. What it really has done is codify the way we
have been practicing anesthesia for a number of years now, and we
have got that new revision implemented in most of our facilities.
The last couple facilities that it will be coming on line here, it will
be implemented there very soon.

So I can report to you that it is moving along very well, being
supported by both the surgeon general and the Chief of the medical
corps, Major General Kevin Kylie.

Senator INOUYE. Are the anesthesiologists satisfied?

General BESTER. Probably not every one, sir. But we are working
the issues in particular institutions and I think we are working
through the issue very well.

Se‘z?nator INOUYE. Do you think that will have an impact on reten-
tion?

General BESTER. Retention for us, sir, for CRNA’s? Yes, sir. I
think the practice environment, that coupled with the $15,000
bonus that they currently get that you approved some years back,
I think are the two factors that allowed us to come from about a
73 percent fill rate in the early nineties to where we currently are,
which is over 90 percent fill in our CRNA positions, which is a real-
ly good news story.
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FLIGHT NURSE TRAINING

Senator INOUYE. Is there a different type of training for a flight
nurse as compared to an Army nurse?

General BRANNON. Well, flight nurse is an additional training
and we send our nurses to a specific school that teaches them some
of the physiological changes of flight and some of the nursing pro-
cedures and things that they need to know. So it’s certainly a post-
graduate training for that specific job. Not everyone gets to be a
flight nurse, but we do have some opportunities for that.

Senator INOUYE. We have a situation where the Marines have no
medical corps. What sort of arrangement does the nurses corps
have with the Marines?

Admiral MARTIN. We have nurses that are assigned to various
Marine Corps units right now throughout the world. We have quite
a few nurses that are assigned with the Marines.

Senator INOUYE. Who is responsible for the training of the corps-
men in the Marines?

Admiral MARTIN. The corpsmen all go through a field medical
program that is an established program before they go to the Ma-
rines. There are physicians working in the Marine battalions and
detachments and there are also various nurses working with them
as well to keep up their skills.

Senator INOUYE. Mr. Chairman, I have many other questions,
but I would like to submit them to the surgeon generals and the
nurses as well.

RECRUITING PROGRAMS

Senator STEVENS. We all recognize Senator Inouye’s leadership
in dealing with your services.

I do not have any questions, but I have two areas I would like
to talk to you about. One, what kind of outreach do you have to
the universities, the State universities, and other institutions that
do graduate nurses? I ask that because one of the things that hap-
pened in my State is we found there are an overwhelming number
of people that wanted to take the nurses’ courses, but then they did
not have any opportunity for employment, they have so few facili-
ties in the State.

Do you really reach out to those universities for recruitment, like
the other services do, in the early part of their training? What is
the outreach that you have?

Admiral MARTIN. I can say for the Navy, we have Navy Nurse
Corps recruiters assigned throughout the United States and they
make it a point to visit all of the colleges and universities in their
areas. When they have the various professional days and recruit-
ment programs, they participate in those.

Senator STEVENS. They are your people or they are just Navy re-
cruiters?

Admiral MARTIN. No, sir, they are Navy nurses.

Senator STEVENS. Do you do the same thing, General?

General BESTER. Yes, sir. We also have recruiters in every State
and in Puerto Rico. We have Navy nurses assigned to the recruit-
ing command and then we have recruiters that are identified spe-
cifically to the nurse recruiting mission.



276

General BRANNON. Ours is a little different and I think that is
a problem, Senator Stevens. We do not have a lot of nurses actually
assigned to primary recruiting responsibility where they are out
making that interface with potential nurse recruits. They are often
enlisted members or other corps. What we have done to try to fill
that gap is I have written a letter to each recruiting service and
volunteered my services and those of nurses in nearby facilities to
go out and speak with groups. I speak at any national conference
I can where I know there will be civilian nurses. I will be going
to the Student Nurse Association meeting and taking recruiters
with me so we can potentially get out there.

But I think we would have an advantage if there were more
nurses in the recruiting business for the Air Force.

Senator STEVENS. All right. Let us get just to our basic business
here, which is money. Are you all caught up with the shortfall? Are
you going to be part of that request for supplementals this year?
Admiral?

Admiral MARTIN. Sir, that will all be a part of our proposed
budget, yes, and we will be caught up in it.

Senator STEVENS. Your funds are included in moneys for the sur-
geon generals?

Admiral MARTIN. Yes, sir. Yes, sir.

Senator STEVENS. How extensive is your shortfall?

Admiral MARTIN. Would you like for me to speak as the Director
of the Nurse Corps or as the commander of Bethesda?

Senator STEVENS. I would like for you just to tell me the truth.

Admiral MARTIN. Well, as the Director of the Nurse Corps, we do
not put a direct price tag on all the education that goes on within
all of our various facilities. So I do not fund that out of a central
Nurse Corps fund. Each of our medical facility commanders funds
the number of nurses that they have out of their direct health care
dollars working right at their commands for any of their education.

Senator STEVENS. You do not get a budget and then you fulfill
the needs for your service?

Admiral MARTIN. No, sir. That comes out of the command funds.

Senator STEVENS. Well, how do they treat you?

Admiral MARTIN. Pardon me?

Senator STEVENS. Are you getting your requests fulfilled?

Admiral MARTIN. Well, each of the nurses at the various com-
mands, they go to their commanding officers to request funds for
any type of programs and so forth. What we do look for as far as
central funds is any type of bonuses that we request or augmenta-
tion of bonuses. Our school programs are funded out of the central
command when we send individuals to various training programs,
say to become certified nurse anesthetists or nurse practitioners.

VENTURE CAPITAL

General BESTER. Senator, if I may, I think along these lines, and
what General Peake referred to a little bit earlier, is the venture
capital issue when we are asking for these additional dollars is
very, very important, because as we need additional nurses, for ex-
ample, those come in the form of the business plans that General
Peake referred to, and that venture capital up front will pay you
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dividends down the road, but it might not be seen for a year or 2
years or 3 years down the road.

But it is absolutely essential that we get that venture capital, so
we then can go up and purchase those nurses and work those in-
creases with this increased benefit population that we are going to
get via the National Defense Authorization Act.

Senator STEVENS. You do not get line item funding from us?

General BESTER. No, sir.

Admiral MARTIN. No, sir.

Senator STEVENS. Would you like to get it?

Admiral MARTIN. No, sir.

General BESTER. No, sir.

General BRANNON. I cannot separate what we do as nursing from
what our medical service does. We are team members and all of
our programs are really woven in with the total benefit. So I could
provide more robust nursing services and support to patients, but
if we did not provide those programs it would not really help very
much.

I think the entire system needs to be resourced. We are certainly
getting our fair share. However, it just is not adequate to progress
as we would like.

Admiral MARTIN. For example, sir, as the commander of Be-
thesda I have a nursing shortage. I need civilian nurses to fill va-
cant billets right now. But I buy those out of my command funds.
I pay for those positions, those nursing assets, out of my command
funds, not out of a central Nurse Corps fund.

Senator STEVENS. I am worried about, and I think Senator
Inouye is, too, about the word we are getting that there is a crisis
in nurse staffing generally in the country. I assume that you are
suffering from that as much as civilian hospitals are. If your re-
cruiting is done by your own people, where do you get the payment
for those? You say you send out people to do recruiting. It is not
done by the medical corps, right?

General BESTER. We have authorized positions, though, sir, that
are authorized into those slots. So we have been authorized the
moneys in the military pay system to pay for those individuals who
are on the recruiting command doing those jobs.

Senator STEVENS. Do you have a sufficient number? If recruiting
is going down, I would like to find out what we do to build it up.
Where do we put money to give you some additional boost in get-
ting more people?

General BESTER. Sir, I think if we can funnel some moneys—we
are going to continue to work hard, of course, in the recruiting ef-
fort for our active duty divisions. But if we can get the money that
we have discussed here for our civilian nurses and if we can
streamline that process, I think that that will answer the mail on
a lot of the problems that we are currently having.

Senator STEVENS. What are the education requirements for you
people to come in as just recruits, new recruits as nurses?

General BESTER. Baccalaureate degree.

Senator STEVENS. Same with you?

Admiral MARTIN. Yes, sir.

Senator STEVENS. Same with you?

General BRANNON. Yes, sir.
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Senator STEVENS. Well, Senator, do you have anything further?
RESERVE OFFICER TRAINING CORPS

Senator INOUYE. I would like to follow up by asking a crazy ques-
tion. When I was in high school I was in ROTC. I am certain, al-
though we do not admit this matter publicly, one of the major rea-
sons to keep the ROTC program on college campuses and high
school campuses is it helps in recruiting. Have you ever considered
setting up ROTC for nurses?

Admiral MARTIN. Yes, sir. We have a nursing ROTC program in
the Navy.

Senator INOUYE. Where do you have them?

Admiral MARTIN. We have them at any of the colleges or univer-
sities that have a Navy ROTC program.

Senator INOUYE. Not in high schools?

Admiral MARTIN. No, sir. In college.

General BESTER. Senator, we also have an Army nurse ROTC
program, but we do not have any in the high schools.

Senator INOUYE. Is it successful?

General BESTER. It has been in the past for us. I know the Navy
is very successful. We are not successful at the current time and
I think it is because of some issues, some decisions we made a few
years ago. We have corrected those and we are already starting to
see a swing back up.

The unfortunate thing, of course, about ROTC is you do not see
anything come out of the pipeline for 3 or 4 years once you make
your decision. So I think in the next 3 or 4 years we will see that
turned around. But at the current time, this year, for example,
Senator, we had planned on ROTC bringing in 175 nurses and we
are going to bring in 113.

Senator INOUYE. And the Air Force?

General BRANNON. We do have an Air Force college level ROTC
program. It is small, but we are increasing those numbers, and we
have been thus far successful in bringing folks in under that. I am
thinking we are at the level of 25 this year, so it is small.

Senator STEVENS. Do you get anyone from academies who come
in to you?

Admiral MARTIN. No, sir.

Senator STEVENS. You?

General BESTER. No, sir.

General CARLTON. Yes, we have a program at the Air Force
Academy training folks directly.

General BRANNON. Yes, sir.

Admiral MARTIN. The Naval Academy does not have that option.

Senator INOUYE. Let us know of ideas you have on recruiting and
retention for nursing.

Senator STEVENS. Let me ask you another question that is sort
of off the wall. Do you keep track of the people that have been in
your services who go on and are working in civilian hospitals
throughout the country?

General BESTER. We try to recruit, sir, as they leave active duty,
we try to recruit to go into the reserves. We talk to each and every
one as they leave active duty. And we have recovered—we had a
very low select rate in the Army about 3 years ago and we have
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recruited some of those folks that were asked to leave the Army in
I:ihe 1997 time frame. We have now brought those back from active
uty.

Senator STEVENS. I am not talking about active duty. I am look-
ing at what kind of a cadre we would have to deal with that high
school ROTC if we decided to start one. I do not know how many
of your people who have been in the service are out there in the
civilian community and to what extent they might be available to
be members of a guard or reserve component that would help us
deal with the ROTC.

We are very familiar with the fact that the ROTC has worked.
A fellow named Colin Powell, who attended City College of the City
of New York, is a good example. And they come through the high
school ROTC. A great number of our people have come in through
that channel. I would like to explore it.

Anything else, Senator?

ADDITIONAL COMMITTEE QUESTIONS

Senator INOUYE. No. I have got a whole flock of questions here,
but it is lunch time.

Senator STEVENS. Well, we do thank you very much and we are
proud of what you do. As we said, both of us have been bene-
ficiaries of your services and we thank you for the kind of people
you recruit and train and how you really effectively serve our coun-
try.

[The following questions were not asked at the hearing, but were
submitted to the Department for response subsequent to the hear-
ing:]

QUESTIONS SUBMITTED TO LT. GEN. JAMES B. PEAKE

QUESTIONS SUBMITTED BY SENATOR TED STEVENS
FISCAL YEAR 2000 SUPPLEMENTAL

Question. How much relief has your direct care system received from the fiscal
year 2000 Emergency Supplemental?

Answer. In fiscal year 2000 the Army Medical Department (AMEDD) direct care
system received $96.9 million from the fiscal year 2000/01 Emergency Supple-
mental. These funds resourced Army military treatment facility (MTF) incremental
expenditures for the Tricare Senior Prime (T'SP) demonstration, the escalating costs
?f pdharmaceuticals, and revised financing expenditures that exceeded programmed

unding.

The multi-year nature of the appropriation gave us the flexibility to carry forward
funds not essential in fiscal year 2000 to satisfy fiscal year 2001 requirements. The
Army carried forward $49 million for the TSP demo and revised financing cost over-
runs. However, in fiscal year 2001 the OSD Comptroller redirected the residual $49
million to the global settlement of managed care support contracts.

Language in last year’s bill allowed the Department flexibility in determining how
the supplemental money would be used. Unfortunately, the rise in private sector
costs and the decision to globally settle outstanding obligations to our managed care
contractors limited the direct system benefit from the supplemental.

Question. What happens when your MTFs are the first to pay the bills, or the last
to receive any funding relief?

Answer. When funds are diverted from the direct care system to cover private sec-
tor care bills or when our MTF's are the last to receive funding, we must initiate
actions to curtail spending. Expenditures on real property maintenance (RPM) and
equipment are limited to emergency items only. These areas recover most readily
if funds are delayed. Other actions taken include: Curtail all non-mission essential
travel to include Continuing Medical Education; freeze all hiring for vacancies, both
civilian and contractor; defer purchases of supplies until the next fiscal year; defer
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contracts for items such as hospital maintenance; limit pharmacy refills to 30 days;
defer elective surgery to the next fiscal year; and direct operative cases and proce-
dures into the managed care network. However, it is difficult if not impossible to
recover from these actions. Deferrals create tremendous backlog in our operations
and a bill to be paid in following years; actions that reduce capability in the MTF
result in increased private sector care costs.

Care not provided in the MTF's ultimately shifts to the more costly private sector.
Such a shift only delays the inevitable. The DHP must pay the managed care sup-
port contract bills from next year’s budget thereby reducing funds available for the
direct care system. Investments in the MTFs would facilitate their recapture of ex-
pensive care from the private sector and contain the cost of the DHP.

CURRENT YEAR DHP FUNDING SHORTFALLS

Question. Do you have enough funds to fully execute your fiscal year 2001 pro-
gram? Where are your shortfalls?

Answer. The Army Defense Health Program (DHP) has a total projected “direct
care” shortfall in fiscal year 2001 of $330.2 million, however some of Army’s short-
fall is addressed in OASD(HA)’s $1.398 billion DHP draft unfinanced requirements
list. Full funding of OASD(HA)s unfinanced requirements would reduce Army’s
shortfall to $207.1 million. Army owes the AMEDD $53.5 million in RPM ($16.5 mil-
lion from fiscal year 2000 and $37 million in fiscal year 2001). If these funds are
received by the AMEDD the shortfall is further reduced to $153.6 million. This
shortfall is in addition to any shortfall identified by TRICARE Management Activity
related to the private sector care Managed Care Support Contract (MCSC). Army’s
DHP direct care shortfall can be broken down into four distinctive groups:

—Survival/Fact of Life: replacing lost military with civilian labor to maintain cur-
rent patient workload level of effort to preclude sending patients out to the
Managed Care Support Contract (MCSC) contractors; TRICARE Senior Prime
demonstration project and Revised Financing bills; unachievable outsourcing
and privatization (A-76) savings; funding for data quality medical coders; AFIP
lease and Real Property Maintenance (RPM); and across the board utility/en-
ergy increases. The shortfall $330.2 million also assumes TMA does not release
to MEDCOM funding held by TMA in a withhold account and Advances in Med-
ical Practices (AMP) pharmacy dollars not yet distributed to MEDCOM. The
TMA withhold shortfall will be programmatic for it is calculated in MEDCOM’s
fiscal year 2001 Total Obligation Authority.

—New Mission/New Programs: IM/IT special pay bonuses and dollars needed to
ramp up MTFs in support of new benefits authorized by the Fiscal Year 2001
National Defense Authorization Act (NDAA) for Medicare-eligible military re-
tiree.

—Infrastructure Sustainment: a sufficient level of maintenance is needed to main-
tain MTFs and avoid infrastructure decay. The RPM shortfall includes funding
medical facilities at 2.73 percent PRV (category 500 medical buildings at 3 per-
cent) versus current funding levels and RPM funding owed MEDCOM as a re-
sult of fiscal year 1999 PBD 041 directive, yet not received by MEDCOM.

—Business Initiatives: investment capital needed to increase the AMEDD’s capac-
ity to render cost effective, quality care in the direct system as an alternative
to purchasing contract care. These funds are needed for health care infrastruc-
ture improvements such as enhanced provider/patient staff ratios, more appro-
priate support staff/provider ratios, and facility modifications.

Question. Is your direct care system fully funded in fiscal year 2001? How will

your fiscal year 2001 shortfalls impact delivery of care in your hospitals and clinics?

Answer. Our direct care system is experiencing a significant funding shortfall in
fiscal year 2001. The Army Defense Health Program (DHP) has a total projected “di-
rect care” shortfall in fiscal year 2001 of $330.2 million. The $1.398 billion request
from OASD(HA) will partially address this requirement. Full funding of the
OASD(HA) unfinanced requirements would reduce Army’s shortfall to $207.1 mil-
lion. This shortfall will be further reduced by $53.5 million, funds to be paid to the
Army Medical Department (AMEDD) by the Army for essential real property main-
tenance. After the above actions, our direct care system will still face a $153.6 mil-
lion unfinanced requirement.

Without adequate funding our hospitals and clinics must initiate management ac-
tions to reduce spending such as: enforce hire lag; defer maintenance and repair of
facilities; defer purchases of supplies and equipment; limit pharmacy refills to 30
days; defer elective surgery; curtail non mission essential travel to include Con-
tinuing Health Education. All of these actions are detrimental to hospital and clinic
operations. Hire lag produces artificial savings in that delays in filling key per-



281

sonnel positions force our hospitals and clinics to refer patients to the private sector
for their care. Ultimately such actions are more costly for the military health system
(MHS), but those costs are deferred to either later in the year or the next fiscal
year. Similarly, curtailment of all but emergency real property maintenance only
creates an unmanageable backlog that in the long run produces more emergent con-
ditions. Eventually repairs must be made or hospitals will not meet JCAHO stand-
ards.

Recruiting and retaining quality medical personnel is a major concern of the Army
Medical Department (AMEDD). We must retain optimal aggregate number and spe-
cialty mix of qualified clinicians. To accomplish this we must ensure our physicians
have the opportunity to treat the full spectrum of care required to support the grad-
uate medical education program, to maintain certification and to function using in-
dustry standard technology and standards of care. Continued under-funding of our
military treatment facilities impairs our efforts to transform, modernize and opti-
mize the AMEDD.

TRICARE FOR LIFE

Question. To arrive at a cost for “Tricare for Life”, has DOD used accurate as-
sumptions for medical and pharmacy inflation rates?
Answer.

Inflation Rates

In the direct care system, we are restricted to using the Bureau of Labor Statis-
tics Medical CPI for medical expenses (supplies and contracts) and we used a slight-
ly higher rate for pharmaceuticals (5.5 percent vs. 3.9 percent in fiscal year 2000).

Increased Health Care costs are often incorrectly represented as simple inflation.

When the media say inflation costs for Prescription Drugs are going up 10—20 per-
cent they usually mean expenditures. The Consumer Price Index (CPI) and the Pro-
ducer Price Index (PPI), measure price changes only, not total expenditures.

Cost Growth is more than Inflation

Cost Components.—A traditional inflation definition does not capture changes in:

—Standard of Care (more comprehensive tests are routine now, a newer hi-tech
ancillary service is required, more intensive drug therapies, etc.) Technology ad-
vances increase the cost of every area of healthcare from drugs to hand-pieces
to sutures to MRI’s.

—Changing Demographics of the patient population (population is aging and they

use both a greater volume of services and the more expensive services.)

—Increased usage by our beneficiaries (new benefits cause an increased demand.

A benefit with little out of pocket for the consumer will show an even greater
increase in demand because of human behavior).

Cost Control.—Unlike private sector health care organizations, the military can-
not elect out of unprofitable or high cost markets. The Army maintains hospitals
and clinics in areas of the country, which have less than optimal business environ-
ments due to mission requirements. This diminishes our ability to control costs.

DOD Pharmacy Estimate.—DOD Pharmacy and Therapeutics Committee is esti-
mating expenditures to be up 15 percent between fiscal year 2000 and fiscal year
2001. This figure includes both inflation and cost growth components.

Civil Health Insurance.—In the health insurance industry, the Employment Cost
Index (ECI) from the Bureau of Labor and Statistics is showing an 8.5 percent in-
crease in the average civilian health insurance premiums for the calendar year
2000. Once again, Health care costs are rising faster than inflation or even the med-
ical component of the CPI or PPI.

FEHBP.—HMO premiums nationwide have outpaced inflation for several years.
Premiums will increase between fiscal year 2000 and fiscal year 2001 an average
of 8.5 percent. Fee-for-service plans will increase an average of 10.9 percent from
fiscal year 2000 to fiscal year 2001.

Alternative indexing

While CPI and PPI do a good job of reflecting inflation, some other tool would be
more appropriate to gauge the increase in health care costs because of other influ-
ences (Standard of care, changing demographics, usage rates, technology leaps, etc.)

Milliman & Robertson, Inc., a recognized leader in Health Care cost forecasting,
publishes a Health Cost Index (HCI). This index contains inflation and other compo-
nents such as utilization, leverage and mix/intensity. Their HCI (ALL BENEFITS
category) has been 5.15 percent for fiscal year 1998, 6.6 percent for fiscal year 1999,
and 6.5 percent for fiscal year 2000. The Pharmacy component for the HCI has been
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14.1 percent for fiscal year 1998, 18.4 percent for fiscal year 1999 and 17.2 percent
for fiscal year 2000 (See attached chart).

The use of the HCI published by Milliman & Robertson or a similar product would
be a more accurate tool for projecting health care costs in the DOD.

Indexing to FEHBP HMO premiums or fee-for-service increases would be another
alternative using a federal measure.

Question. On October 1st, where do you believe retirees will go for their new ben-
efit—to the MTF or in the network?

Answer. Approximately 220,000 Medicare-eligible beneficiaries live near an Army
MTF. Retirees who do not live near an MTF will undoubtedly continue to use their
Medicare authorized provider, and have TRICARE act as 2nd payer. A survey per-
formed by the TRICARE Management Activity (TMA) in January 2001 confirmed
that those who currently use an MTF for at least some of their medical care, wish
to continue to use the MTF. As faithful stewards of our taxpayers’ dollars, I firmly
believe that we must provide as much of their care as possible within our MTFs.
I believe that many retirees prefer using military facilities. They enjoy continuing
their relationship with the military family and have over the years been most pa-
tient and loyal to our health care system. However, base realignment and closures
(BRAC) eliminated many MTFs, the large drawdown of the military reduced the
availability of services at remaining MTFs and the creation of the TRICARE pro-
gram reduced their access to our facilities. Supporting this population is important,
not only to keep our promise, but to allow our physicians full range of complexity
of patient diagnoses to maintain their skills at a level required for our clinicians
who could deploy with relative short notice. If we cannot provide service that meets
these beneficiaries expectations, they will seek care in the community at signifi-
cantly greater cost to the government. We have one opportunity to succeed; failure
to accurately resource our healthcare system to provide this level of care will ulti-
mately drive higher costs through Medicare, a significantly greater pharmacy cost,
and a less robust and ready military healthcare system.

Question. If the retirees go to your MTFs, is your system ready and funded for
the new workload?

Answer. If the retirees continue being seen in our MTFs at their current numbers
and utilization, then we are funded for them in our base. The NDAA changes their
benefit and also their patient category. If more of them begin to be seen in our
MTF's or the ones we presently see want more complete coverage within the MTF,
then we will need supplemental funding.

Our present plan has us continuing our present scope of care for Tricare Senior
Prime (TSP) enrollees with costs in the civilian market shared with HCFA. We also
plan to convert our present space available care to equivalent lives and provide
them the same level of care as TSP. Our military readiness requirements model re-
quires another 30,000 65+ beneficiaries for which we are not presently funded but
which we could do by leveraging our sunk costs if our budget is augmented. A top
line increase in our budget is required for that.

FULL FUNDING OF THE DEFENSE HEALTH PROGRAM (DHP)

Question. Is your DHP funding stable and predictable? If not, how does that insta-
bility impact your healthcare system?

Answer. The DHP has experienced chronic, recurring shortfalls for a number of
years. These shortfalls have necessitated infusion of funds during the execution year
through budget amendments, reprogramming actions and supplemental appropria-
tions. Unfortunately these adjustments are made to the execution year only with no
increase to the top line funding for following years and so do not provide a stable
and predictable funding environment. As a result, we return the next year once
again requesting additional funding. The Department of Defense has ameliorated
some of the out-year shortfalls through reprogramming of funds from the Service
line to the DHP. However, these funds will primarily dampen the affect of esca-
lating private sector care costs. Funds reprogrammed to the direct care system
resourced pharmaceutical inflation.

However, the direct care system experiences cost growth that exceeds the allow-
able inflation factors. Pharmacy increases are attributable not only to inflation but
to demand factors as well. The DOD Pharmacy and Therapeutics Committee esti-
mates cumulative expenditures will increase by 15 percent between fiscal year 2000
and fiscal year 2001, far exceeding the 5 percent inflation factor allowed for pharma-
ceuticals. Furthermore, the inflation factors do not resource the military facilities
for costs associated with maintaining industry level standards of care nor do they
recognize requirements to incorporate technological advances in our MTF medical
practice.
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Furthermore, authorized entitlements without commensurate appropriated funds
exacerbate an already problematic situation. For example, we anticipate increased
usage of the military health system when new benefits produce an increased de-
mand. However, benefits authorized without commensurate appropriated funds de-
stabilize the DHP and ensure perpetual requests for supplemental funding.

Stable and predictable funding is necessary to increase physician satisfaction, re-
tention, and readiness, avoid cost shifting to MCSC and deliver on commitment to
DOD beneficiaries. Absent steady and reliable funding stream, we can’t make wise
investment decisions or develop reasonable investment strategies (i.e. labor, capital
expense equipment). This leads to expensive, stopgap, and insufficient business op-
erations. Instability can result in cost shifting to MCSC and increased reliance on
the private sector care. Cost shifting to our managed care support contractors is a
losing proposition for both parties since we jointly share the financial risk of pro-
viding health care. Continued under-funding of our military treatment facilities im-
pairs our efforts to transform, modernize and optimize the AMEDD.

Without adequate funding our hospitals and clinics must initiate management ac-
tions to reduce spending such as: enforce hire lag; defer maintenance and repair of
facilities; defer purchases of supplies and equipment; limit pharmacy refills to 30
days; defer elective surgery; curtail non mission essential travel to include Con-
tinuing Health Education. All of these actions are detrimental to hospital and clinic
operations and can ultimately be more costly for the military health system (MHS),
but those costs are deferred to either later in the year or the next fiscal year. Simi-
larly, curtailment of all but emergency real property maintenance only creates an
unmanageable backlog that in the long run produces more emergent conditions.
Eventually repairs must be made or hospitals will not meet JCAHO standards.

Our direct care system is experiencing a significant funding shortfall in fiscal year
2001. The Army DHP has a projected “direct care” shortfall in fiscal year 2001 of
$153.6 million, not addressed in the $1.398 billion request from OASD(HA). Annual
top line funding must reflect both inflation and cost growth not related to inflation.
Absent an annual top line increase (programmatic fix) the DHP will continue to re-
quire emergency supplemental funding. Potential impacts of not adequately funding
Medical Treatment Facilities include providing standard of care but to fewer bene-
ficiaries with leakage to more costly private sector, and endangers physician certifi-
cation, military recruitment and retention and patient satisfaction.

Question. Has the DHP budget accurately forecast “cost savings” and “effi-
ciencies?” Have these savings materialized? Have you had a loss in buying power
over the years?

Answer. The combination of utilization management wedges, notional adjustments
and overly optimistic A-76 savings have created a significant loss in buying power
for the DHP and challenges from fiscal year 1996 through the present, and well into
the POM years. The cumulative impact of these reductions equals $279.5 million
from fiscal year 1996 through the present as shown below:

CUMULATIVE LOSS OF MEDCOM “BUYING POWER"

[In thousands of dollars]

Fiscal year—

Program or Requirement

1996 1997 1998 1999 2000 2001
UM & Notional Adjustments .............cco..... (81,525)  (193,792)  (272,989)  (272,989)  (272,989)  (272,989)
A-76 “Savings” Decrement (2,637) (6,485)
Total loss in fiscal year 2000 constant
dollars (81,525)  (193,792)  (272,988)  (272,989)  (275,626)  (279,474)

VENTURE CAPITAL FOR THE DIRECT CARE SYSTEM

Question. Please tell us about your plans to make your hospitals and clinics more
productive.

Answer. Optimizing productivity is a main effort for the Army Medical Depart-
ment today. Military treatment facility commanders know that their performance
will be judged in great part on the effectiveness of their clinics and hospitals in
meeting the full spectrum of medical needs of the beneficiaries who have signed up
for care. Of course, clinic productivity means more than the simple volume of pa-
tients seen each day. Individual efforts are taking place at each facility to maximize
the throughput, the health and the satisfaction of our patients. Our productivity
plans include focusing on being sure our patients receive their appropriate preven-
tive medicine interventions so that their health is maximized and their need for vis-
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its and admissions is less. These combined are likely to be the real secret for more
productivity in our medical system today.

At the corporate level, we have been developing a comprehensive enrollment ca-
pacity model that shows us a detailed picture of the “as-is” at our facilities and al-
lows us to explore and prioritize future changes and investments. The current model
looks at primary care managers, populations served and enrolled, support staff and
exam rooms available. PCM panel size, FTE availability, and support staff limita-
tions are documented; and potential effects of suggested improvements can be exam-
ined. Parameters such as support staff and exam room shortages can be compared
across the entire enterprise and prioritized for intervention based on the highest po-
tential impact. This model is being expanded into specialty care areas over the com-
ing months.

In its final form, the model will provide a virtual laboratory in which different
assignments of PCMs, specialists and support staffs can be modeled and best out-
comes chosen. Assignments can be based on best productivity outcomes for the Army
as a whole, not one facility at a time. This effort and others in our overall optimiza-
tion effort will directly and positively impact our productivity and provide more
quality care across the entire Army.

As a recent example, additional efforts include deploying such advances in med-
ical practice as a new method for processing Pap smears for our female beneficiaries
for a $4.8 million investment this year. This computer controlled liquid cytology sys-
tem will result in 90,000 fewer patient visits needed to provide effective screening
for cervical cancer at a cost avoidance of nearly $6 million annually. Those saved
visit appointments can be used to provide additional access to our clinics for needed
care while our female patients require fewer visits for repeat testing. The system
will be operational later this year with improved processes in place during next
year.

Question. Do funding constraints keep you from optimizing your system? Would
a “venture capital” fund, or a “Surgeon General’s Investment and Initiative Fund”
allow you to operate your system more smartly and at less expense?

Answer. Funding constraints for the Defense Health Program (DHP) have pre-
vented full optimization of the Military Health System (MHS) going back as far as
fiscal year 1986. For the DHP as a whole, this has meant chronic, recurring short-
falls, resulting in the need for recurring plus-ups from the President’s Budget posi-
tion. The chronological portrait below demonstrates the problems with chronically
underfunding an “entitlement” program.

INCREASES AFTER THE PRESIDENT'S BUDGET

[In millions of dollars]

Reprogramming or Supple-  Between PB &  During Execu-

Fiscal Year mental Type Execution tion
Reprogram & Supp. ...... $0 $360
Supplemental . 0 425
Reprogramming ............ 0 529
Reprogramming ............ 0 152
Reprogramming . 0 706
Reprogramming ............ 0 278

0 0

0 0

290 0

0 0

. 0 0

Appropriation Act .......... 475 0
Budget Amendment ...... 274 0
Amend. & Reprog. . 304 0
Supplemental ................ 0 1,311

For the U.S. Army Medical Command, the combination of utilization management
wedges, notional adjustments and overly optimistic A-76 savings has created sig-
nificant challenges from fiscal year 1996 through the present, and well into the
POM years. The fiscal year 2001 cumulative impact of fiscal year 1996-2001 reduc-
tions equals $279.5 million.
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CUMULATIVE LOSS OF MEDCOM “BUYING POWER"

[In thousands of dollars]

Fiscal year—

Program or Requirement

1996 1997 1998 1999 2000 2001
UM & Notional Adjustments .............cco..... (81,525)  (193,792)  (272,989)  (272,989)  (272,989)  (272,989)
A-76 “Savings” Decrement (2,637) (6,485)
Total loss in fiscal year 2000 constant
dollars (81,525)  (193,792)  (272,988)  (272,989)  (275,626)  (279,474)

Because there is currently no source of external dollars for funding a “venture
capital” fund, or a “Surgeon General’s Investment and Initiative Fund”, these dol-
lars would need to be resourced through an internal reallocation process. In applica-
tion this would mean that each of our medical treatment facilities (MTFs) would be
taxed a certain amount from their base operating budgets, in order to find the dol-
lars to create a venture capital investment and initiative fund. This would have two
potentially negative results. First, not every facility will share in venture capital
dollars, which means that many facilities will see only negative growth in their op-
erating budgets as a result of this program. Secondly, and depending on how exten-
sively this corporate “venture capital withhold” tax might be, we could even see re-
cipients of venture capital investment dollars rechanneling these dollars into core
shortfalls, rather than using them for their intended use as recapture initiative
start-up dollars. In either case, internally funding of venture capital initiatives, from
a system that is already constrained by inadequate funding levels can only produce
sub-optimal results.

An inadequate level of funding in each fiscal year’s budget results in the medical
treatment facilities attempting to sustain the previous year’s level of healthcare
services versus seeking to recapture patient care workload performed in the more
expensive private sector. Funding is not available to hire the additional ancillary
support staff required to optimize the health care providers’ capabilities to treat pa-
tients. Funding shortfalls in the Real Property Maintenance Activity (RPMA) ac-
count prevent the renovation of the medical treatment facilities to accommodate
each provider having two exam rooms and the associated ancillary staff to efficiently
provide patient care in accordance with current standards of practice. Computers
are an integral component to the efficient delivery of quality healthcare services.
The sustainment of the existing operational computers for designated staff members
and the associated local area network (LAN) infrastructure requirements to support
the computers is a challenge for medical treatment facilities in the present fiscal
environment. There is no funding for the acquisition of computers that support the
technological advances in software, such as Operating Room Management Applica-
tions, necessary to maximize the providers’ efficiency.

We believe that the appropriate infusion of venture capital, external to the
MEDCOM’s operational budget, would greatly enhance our internal capabilities and
the ability to recapture workload. By optimizing the military health system we can
increase physician satisfaction, retention, and readiness; reduce the cost associated
with increased reliance on private sector care; and finally to deliver on our commit-
ment to all DOD beneficiaries.

Question. If such a fund were established, please explain how the “best business
case” approach would be used to identify, select and fund projects.

Answer. The Army Medical Command has developed a five-step process for identi-
fying, selecting and funding “best business case” initiatives:

1. The subordinate commands identify “best business case” initiatives through a
nomination process. These nominated “best business case” initiatives are submitted
to the Army Medical Command in a standardized business case analysis format.
Use of the business case analysis format ensures that the funding requirement, ca-
pacity modeling, demand assessment and qualitative impacts are clearly articulated.

2. The Army Medical Command collects all of the nominated “best business case”
initiatives and has them validated and prioritized by an interdisciplinary working
committee. The criteria used by the committee to prioritize the initiatives take into
account the initiative’s return on investment, the timeliness of the initiative’s ROI,
the strategic alignment of the initiative with The Surgeon General’s priorities, the
initiative’s qualitative return to the soldiers/patients, the complexity of imple-
menting the initiative, and the interdependencies of the initiative with other initia-
tives. The interdisciplinary working committee is composed of subject matter experts
from resource management, managed care, program and analysis, health facilities
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planning, and clinical care. Other subject matter experts are added to the team as
unique 1nitiatives are submitted.

3. Once the initiatives have been validated and prioritized by the working com-
mittee, a Council of Colonels and General Officers then review the list and adju-
dicate any discrepancies between the working committee and the submitting com-
mands. Once approved by the senior staff, the prioritized list is submitted to The
Surgeon General for final review.

4. The top initiatives will then be developed into business plans and await fund-
ing.

5. When funding becomes available, The Surgeon General will select the top busi-
ness plans and approve them for execution.

The Army Medical Command initiated this process in March 2001 and is cur-
rently in the process of validating and prioritizing “best business case” initiatives
submitted by the subordinate commands. The goal is to have an “approved” and
prioritized list of business case initiatives by late June 2001.

ORGANIZATIONAL REFORM

Question. Would the creation of a “Joint Medical Command” or a “USMEDCOM”
remedy some of the problems experienced with DOD medical programs?

Answer. USMEDCOM potentially offers a more coherent command structure than
the current medical organization within DOD. In a Joint Medical Command concept,
one uniformed officer would have operational control of the Military Health System.
This officer would also have responsibility for the programming, budgeting and exe-
cution of the Defense Health Program. This single point of accountability should im-
prove budgeting and associated administrative processes.

Question. Is there clear authority and accountability in the DOD medical pro-
grams today? Would a “USMEDCOM?” foster better lines of responsibility for DOD
medical programs?

Answer. In my view, authority and accountability for DOD medical programs are
in need of improvement. Establishing a USMEDCOM would offer a clearer com-
mand and control structure. This would enhance unity of effort for the DOD medical
mission. I support the continued assessment of the proposal to establish a
USMEDCOM. However, there should be a close examination of operational, staffing
and resource issues at the detail level before any final decision is rendered.

RECENT TRICARE SATISFACTION SURVEY

Question. Have there been recent improvements in customer satisfaction with
TRICARE? What remains to be done to further improve satisfaction with the
TRICARE program?

Answer. On February 22, 2001, the Center for Naval Analyses/Institute for De-
fense Analyses (CNA/IDA) released the results of a Congressionally mandated eval-
uation. The CNA/IDA study uses the Annual Health Care Survey of beneficiaries
and demonstrated a trend of increased satisfaction with TRICARE. Survey results
show positive progress in the areas of customer satisfaction with access and overall
quality of care. The percentage of all TRICARE Prime enrollees who were satisfied
with their access to care was 74 percent, compared to 63 percent prior to TRICARE.
In the regions where TRICARE Prime has been in place for three or more years,
satisfaction with access to care improved from 70 percent prior to TRICARE to 83
percent. This is higher than recent civilian managed care data, which reported that
79 percent of beneficiaries were satisfied with access to care.

Satisfaction with overall quality of care increased from 73 percent prior to
TRICARE to 82 percent. Satisfaction with quality of care improved from 79 percent
to 90 percent in regions where TRICARE has been in place for three or more years.

The Army continues to work to increase beneficiary satisfaction. The following
steps are being taken: enhance MTF health care delivery in order to improve bene-
ficiary access; standardize appointment types; develop web-based appointing; in-
crease access in remote areas; and implement the benefit improvements of the Na-
tional Defense Authorization Act of 2001.

MEDICAL RECRUITING AND RETENTION

Quelzsf)ion. How is your service doing in recruiting and retaining medical profes-
sionals?

Answer. In the last four years, the United States Army Recruiting Command has
made 94 percent of their medical active duty mission for officers. This equates to
around 1,200 new personnel per year. While each of the Corps presents its own set
of challenges, without a robust student program we would be in far worst shape.
Unfortunately, we have not received the production that we would like from Cadet
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Command in recent years. This organization provided us the majority of our non-
allied science Medical Service Corps officers and Army Nurse Corps officers. The
economy has made it difficult to recruit some specialty-specific medical officers, den-
tal officers and pharmacy officers. The total number of officers we must recruit has
remained fairly constant over the last five years. What have altered are the pro-
grams necessary to get that number. Without the increase in student scholarship
?rograms we would continue to decline. We must now essentially buy our officer
orce.

Prior to fiscal year 1992, the average loss rate for the Army Medical Department
was approximately 9 percent of the force each year. The average for the last four
years is 11 percent. This increase in loss rate is a combination of factors. These fac-
tors include OPTEMPO in shortage skills, lure of larger compensation in the civilian
job market and completion of pre-accessioning incurred obligations.

We ended fiscal year 2000 at 97.7 percent of our strength. Currently we are pro-
jecting to end fiscal year 2001 at approximately the same percentage.

Question. Is the current special and incentive pay structure adequate to keep your
force manned?

Answer. No, it isn’t. Neither optimization nor any other improvement in health
services delivery can be accomplished without quality healthcare professionals. Re-
cruiting and retaining quality medical personnel is a major concern of the Army
Medical Department leadership. The civilian health-care industry is an attractive
alternative to our officers. We need funding to support additional incentives to at-
tract and retain quality health care professionals.

Current special and incentive pay structure are becoming inadequate to provide
sufficient incentive to meet aggregate end strength needs. Special pay rates (par-
ticularly entitlement pays) have remained fixed (in dollar amount) since 1990, re-
sulting in a climate of devaluation. Maximum amounts allowed for discretionary
pays have remained similarly fixed, precluding certain specialties which reached the
maximum years ago from the possibility of any further increases. It is perceived
that this devaluation, as well as escalating civilian practice salaries, is impacting
on the Army Medical Department’s ability to retain the optimal aggregate number
and specialty mix of qualified clinicians in the long-term. To that point, the military
Surgeons General have requested the Flag Officer Review Board at the Office of As-
sistant Secretary of Defense for Health Affairs to evaluate the current special pay
rate structure, and develop Legislative proposals which will address rate increases
in the fiscal year 2003 Unified Legislative and Budgeting (ULB) process.

In light of the current situation and projected trends associated with continuing
to hold compensation at current levels, every effort is being made to effect a change
as quickly as possible. In order to do this, the Army Medical Department wishes
to use the Critical Skills Retention Bonus (CSRB) authorized in the Fiscal Year
2001 National Defense Authorization Act while the ULB initiatives are pending.
The CSRB would be used as a contractual agreement to pay retention bonuses for
specified amounts in return for obligated service. The amount of the bonus would
depend on the specific specialty, for example—

—Physician CSRB would take the existing pay structure and present a bonus
with a range of $12,000-$28,000/year. Specific medical specialties would then
be targeted based on criticality.

—Dentist CSRB could be used to combine the proposed increases in entitlement
pay and additional special pay (ASP) to result in a similar variable rate bonus
for the critical retention years as follows: less than 4 years equals $15,000/year;
4 but less than 10 years equals $24,000/year; 10 but less than 13 years equals
%17,000/year; 13 but less than 24 years (maximum YOS for CSRB) equals

15,000.

—Veterinarian and specific clinicians in the nurse, specialists and service corps
would likewise be identified with a bonus to supplement the existing pay struc-
ture until the proposed increases are enacted, with a range of $6,000-$12,000/
year.

The desired effect is to stop the rapid departure of our health care providers to
the civilian health care sector. But we need the immediate authority and additional
funding to support these initiatives.

Shortly, the Office of the Secretary of Defense for Health Affairs will provide a
report on a recent study by the Center for Naval Analyses to the House and Senate
Armed Services Committees. I believe this will quantitatively demonstrate that
there is a pay disparity that we must continue to address in order to attract and
retain quality health care professionals.

Question. Where do you have the most difficulty recruiting and retaining medical
professionals? What specialties are most undermanned?
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Answer. Currently our most critical recruitment challenges are Dental Corps offi-
cers and Pharmacy Officers. Even with a robust student scholarship program, we
are over 100 dental officers below our budgeted end strength. While we are doing
well within these student programs, our ability to attract fully trained dentists is
minimal. Likewise, the starting salaries for trained pharmacists in the civilian mar-
ketplace simply puts us out of the competition without significant incentives. We are
attempting to utilize the Health Professions Loan Repayment Program to attract
more Pharmacy officers, but we have not offered the program for a sufficient length
of time to be able to access its impact. Our retention in Optometry officers is less
than optimal. The majority of our officers are from the Health Professions Scholar-
ship program who separates upon completion of their active duty service obligation.
Recruitment of Certified Registered Nurse Anesthetists is very difficult. Again, if we
were not training our own, we would be in a more difficult state than we are now.

The most critical specialties right now are:

Dental Corps

General Dentists
Comprehensive Dentists

Medical Corps

Anesthesiologists
Diagnostic Radiologists
Psychiatry

Medical Service Corps

Pharmacy Officers
Optometry Officers

Army Nurse Corps

Operating Room Nurses
Certified Registered Nurse Anesthetists

HEALTHCARE NEEDS

Question. I would like to ask the members of panel one to comment on DOD plans
to meet the healthcare needs of military personnel, dependents and veterans living
in rural areas with no local access to military healthcare facilities.

What is the status of demonstration projects that seek to address these problems?

Answer.

1. Active Duty Service Members in Remote Areas

TRICARE Prime Remote.—The concept of providing TRICARE Prime in remote
areas was tested in a demonstration program in Region 11 in 1996. TRICARE Prime
Remote (TPR) was implemented CONUS-wide on 1 October 1999 and is the program
to provide a Prime-like benefit for active duty service members who live and work
greater that 50 miles from a military treatment facility (MTF). Most recent estimate
show that there are 44,790 eligible active duty service members serving in remote
areas (60 percent of these are Army and Army National Guard). These soldiers in-
clude recruiters, professors of military science at various universities, active Guard
and Reserve members, etc. Over 90 percent of these soldiers are currently enrolled
in TPR. Military oversight of active duty service member medical and dental care
is maintained by the tri-service Military Medical Support Office (MMSO) located at
Great Lakes, Illinois. In areas where TRICARE reimbursement to non-network pro-
viders is a barrier to access for active duty soldiers, waiver of the CHAMPUS Max-
imum Allowable Rate (CMAC) rates can be granted by the Regional Lead Agents.

2. Active Duty Family Members with their Sponsor in Remote Areas

Geographically Separated Unit Program (GSU).—The managed care support con-
tracts in Regions 1, 2, 5, and 11 contain requirements to establish and maintain
TRICARE Prime networks for dependents of soldiers eligible for or enrolled in TPR.
Like TPR, this program was established as the result of the demonstration program
conducted in Region 11 in 1966. Unlike TPR, this program is not yet available
CONUS-wide. The TRICARE Prime Remote for Family Members (TPRFM) program
will replace the GSU program and is scheduled to be implemented CONUS-wide in
April, 2002. To provide interim financial relief to eligible remote family members
who are paying TRICARE Standard cost shares and deductibles (except pharmacy),
all cost shares, deductibles and co-payments are waived from 30 October 2000 until
TPRFM begins. Procedures to implement this one time waiver are to begin in Au-
gust 2001.
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3. Active Duty Family Members not Residing with Their Sponsor in Remote Areas
and Retirees under the Age of 65 in Remote Areas

These beneficiaries must rely on TRICARE Standard or Extra (if available) to
share the costs of medical care. They may use the National Mail Order Pharmacy,
network pharmacies or non-network pharmacies under the new TRICARE pharmacy
benefit. They may utilize the TRICARE contractor health care finders to locate
TRICARE participating providers in their areas and may use the toll free Health
Care Information Line to obtain health care information.

4. Retirees Over the Age of 65 in Remote Areas

TRICARE Senior Supplement Demonstration (TSSD).—There are two demonstra-
tion sites, encompassing approximately 11,100 eligible beneficiaries: the Santa Clara
County area of California, and the Cherokee County area in Texas. To date, out of
the 368 beneficiaries enrolled, 266 (74 are Army) are enrolled at the Texas site and
102 (32 are Army) at the California site. California enrollment is so low because
many of the beneficiaries have a BRAC pharmacy benefit. Congress mandated the
I’I;SSD under Section 722 of the Fiscal Year 1999 National Defense Authorization

ct.

TSSD facilitates DOD payments on behalf of Military Health System (MHS) bene-
ficiaries receiving Medicare benefits while enrolled in the TRICARE Program as a
supplement to Medicare. An eligible beneficiary is described as a member or former
member of the Uniformed Services, a dependent of a member of the Uniformed
Services, or a dependent of a member of the Uniformed Services who died while on
active duty for a period of more than 20 days. Those eligible must meet the fol-
lowing requirements: (1) 65 years of age or older; (2) entitled to hospital insurance
benefits under Medicare Part A; (3) enrolled in the supplemental medical insurance
program under Medicare Part B; and (4) reside in a demonstration program area.

Each eligible beneficiary who enrolls in the TRICARE Program under the TSSD
Program is required to pay an enrollment fee. Payment of the enrollment fee can
be made annually or quarterly. The enrollment fee has been established at $576 per
person per year. The Medicare Part B Premium is $50.00 per month. Enrollees in
the TSSD may not receive health care in military hospitals or clinics, including
pharmacy services, while they are enrolled in TSSD.

TRICARE is the primary payer for pharmaceutical benefits, and beneficiaries pay
Standard CHAMPUS Non-Active Duty Dependents (NADD) cost-sharing premiums.
Beneficiaries also have access to the National Mail Order Pharmacy (NMOP). The
demonstration is currently scheduled to end December 31, 2002.

Federal Employees Health Benefit Project (FEHBP-65).—In 10 randomly selected
sites of the United States including the vicinity of Coffee County, Georgia, and ex-
tensive parts of southern Georgia, the Federal Employees Health Benefit Project
(FEHBP-65) is being offered to many Medicare-eligible Uniformed Services retirees
and their family members. An important feature of the project includes coverage
that can be extended to family members who are not Medicare-eligible. The project
is also open to certain other individuals who are not eligible for Medicare, such as
surviving dependents and certain unmarried former spouses. The demonstration ex-
tends the same health care benefits as the federal government’s health benefits pro-
gram for its career civilian employees. In order to participate, otherwise-eligible per-
sons must live within the ZIP codes that encompass one of the demonstration sites.

The FEHBP-65 demonstration is a three-year trial congressionally mandated and
jointly sponsored by the Department of Defense (DOD) and the Office of Personnel
Management. It started in January 1, 2000, and is currently scheduled to end De-
cember 31, 2002.

DOD makes eligibility determinations through the Defense Enrollment Eligibility
Reporting System (DEERS), at the time of enrollment. The project has not proven
to be popular with military retirees. As many as 129,112 uniformed services retirees
and family members were eligible to participate but only about 7,751 lives are cov-
ered and represent 5.85 percent of those eligible. The total enrollment is 5,734 (rep-
resenting 7,751 lives). The Army’s enrollment tally is about 2,999 or 52.30 percent
of the total enrollment (5,734). A site by site comparison showed low enrollment in
those project sites near military treatment facilities with strong pharmacy services.
At the end of the project, the Department of Defense will submit two evaluation re-
ports along with their recommendations. One will be submitted to Congress and the
other one to the Government Accounting Office (GAO). In collaboration GAO, the
Office of Personnel Management (OPM) and DOD designed the survey instrument
to satisfy the congressional requirement for an evaluation of FEHBP-65. Currently,
the survey results are pending and there is no official data available, as yet.

Pharmacy Redesign Pilot Program.—The DOD implemented a Pharmacy Redesign
Pilot Program on July 1, 2000 for DOD beneficiaries over the age of 65 at two sites
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selected randomly. The pilot locations are Fleming County, Kentucky (including se-
lected areas of Kentucky, Ohio and West Virginia), and Okeechobee County, Florida.
The benefit for the eligible beneficiaries is equivalent to the TRICARE Extra phar-
macy benefit with an enrollment fee of $200, which can either be paid in a one-time
lump sum of $200 or can be paid in two $100 installments every six months, plus
the applicable co-payments. The co-payments are 20 percent for up to a 30-day sup-
ply of medication from a TRICARE Retail Network Pharmacy or $8 for up to a 90-
day supply of medication from the National Mail Order Pharmacy. There were only
approximately 600 who signed up for this program. The project closes on 1 April
2001, when the TRICARE Senior Pharmacy Program is implemented nationwide.
Those who signed up for the program above will have their annual enrollment fee
refunded based on a “prorated” basis.

New Senior TRICARE Pharmacy Benefit.—Effective 1 April 2001, all beneficiaries
over the age of 65 become eligible for the same pharmacy benefits as other military
beneficiaries. After April 2001, beneficiaries who become eligible for Medicare Part
B must have it to be eligible for this benefit. This includes the National Mail Order
Pharmacy, TRICARE network pharmacy—or if necessary—non-network pharmacies.

TRICARE as Second Payer to Medicare.—On 1 October 2001, for military bene-
ficiaries over the age of 65 who have Medicare Part B, TRICARE becomes second
payer to Medicare. This is expected to significantly lower or eliminate the out of
pocket costs for medical care for older retirees in remote areas.

The Army Medical Department in collaboration with the Air Force and the Navy
has implemented numerous best business practice improvements to the DOD Phar-
macy benefit. These include the simplification and standardization of the pharmacy
co-pays to a tiered co-pay structure which parallel the “industry trend” with civilian
pharmacy benefit management companies. The co-pays have been realigned and will
be based on drug formulary status regardless of the pharmacy point of service the
beneficiary utilizes. The co-pays will be $3 for Generic drugs and $9 for Brand name
formulary drugs. There will continue to be no co-pay for prescriptions filled at med-
ical treatment facility (MTF) pharmacies. Additionally, to ensure patient safety re-
mains a primary focus as pertains to drug therapy, the Pharmacy Data Transaction
Service (PDTS) is currently being implemented nationwide which will integrate the
MTF Pharmacy patient medication profile with the National Mail Order Pharmacy
(NMOP) and the retail pharmacy network. This system will screen for duplicate
drug therapies as well as significant drug-drug interactions and will provide instant
messaging back to the provider or pharmacist for appropriate interventions. Joint
Pharmaceuticals contracting initiatives continue with our VA partners for the major
high cost drug classes where clinically appropriate and economically feasible. In fis-
cal year 2000 these joint contracting initiatives resulted in over $64 million in cost
avoidance for the major drug classes. Lastly, aggressive efforts continue in imple-
menting a Uniform Formulary and expanding the DOD Basic Core Formulary which
will ensure more uniform availability of drugs to meet a majority of our patients
primary care needs.

QUESTIONS SUBMITTED BY SENATOR KAY BAILEY HUTCHISON
TRICARE BUSINESS PRACTICES

Question. Last year I asked if the amendment that provided for increased reim-
bursement levels for TRICARE was adequate, particularly in areas where our mili-
tary personnel could not get a provider to see them. I was told last year that we
had seen an improvement by all three Surgeons General. Additionally, reports from
Dr. Clinton’s office also say that providers and patients are happier, but I can tell
you though that is not the information that I am receiving from my constituents
to include patients and providers. Many say they cannot locate a provider that will
accept TRICARE for the very reasons that we talked about before, inadequate reim-
bursement, delay in payment and inadequate fee structures that do not compare
with their civilian counterparts. Currently TRICARE reimbursement is at the 45
percent rate allowable, like MEDICARE reimbursement. It is my understanding
that under the old CHAMPUS program, providers were reimbursed at 80 percent.
An increasing number of MEDICARE providers are leaving networks because of this
low reimbursement rate.

Gentlemen is this adequate?

Answer. In military treatment facility catchment areas with large concentrations
of military beneficiaries, large numbers of a broad spectrum of providers, and rel-
atively small effect of competing other health insurance, the present reimbursement
rates appear to be adequate. Access to care is usually good given these cir-
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cumstances. Fortunately, much of the active duty military beneficiary and many of
the retiree population in CONUS are located at such sites.

However, access problems do exist in certain remote locations under certain cir-
cumstances. These include states where there are no MTFs, locations where there
are small TRICARE beneficiary population concentrations, areas where TRICARE
rates are significantly lower than other health insurance rates, areas that are truly
medically underserved, regions where speed of claims payment has been a problem
in the past, and regions of the country where anti-government, anti-managed care
sentiment is a factor.

Question. Will this impact the number of providers available to our over 65 year
old beneficiaries?

Answer. Our over 65 beneficiaries who have Medicare Part B and who are not
being seen at an MTF are already accessing health care under Medicare, Medicaid,
the Veterans Administration and/or other health insurance. TRICARE as second
payer to Medicare and the new senior pharmacy benefit should be a significant en-
hancement to the care they are already receiving. Because this infrastructure is al-
ready in place, we do not foresee that TRICARE reimbursement rates will have a
negative effect on the numbers of providers that see our older beneficiaries.

Question. In areas such as Dallas, which has approximately 100,000 beneficiaries,
and there is not a military medical treatment facility, how are we addressing issues
of access to providers?

Answer. Dallas is an area distant from an MTF where the managed care support
contractor for Region 6 was required to develop a TRICARE Prime network. Net-
work adequacy is evaluated quarterly using the government prescribed network
adequacy standards (access standards, drive time standards, ratio of specialists to
population, PCM panel no larger than 2000, etc.) in the Region 6 managed care sup-
port contract. The network in Dallas is in compliance with these standards. There
have been periodic problems with network providers leaving the network, but ac-
cording to the Region 6 Lead Agent, contractor teams are sent to the area and these
deficiencies have always been resolved. Beneficiaries who are having difficulty find-
ing a provider may call the contractor health care finder at 1-800-406-2832 at the
TRICARE service center to locate a network provider near them.

Question. Some of my constituents are concerned about the quality of provider you
get when you reimburse at 45 percent as opposed to 80 percent. Are you offering
our soldiers and their families the best of the best medical care or second rate med-
ical care through TRICARE?

Answer. Based on the standards set in the managed care support contracts for
civilian and institutional providers to be in the managed care support contractor
network, all network providers are screened against established quality indicators.
The standards for becoming a network provider include:

—Must be CHAMPUS authorized (verification of educational, post-graduate train-
ing, fellowship certificates and board certificates for requested clinical privileges
or scope of practice, evidence of current state license(s), statement of physical
and mental health status, chronology of practice experience, letters of rec-
ommendation, statement of malpractice history, DEA certificate, current report
from National Practitioner Data Bank, non-board certified physicians practicing
as specialists shall have two letters attesting their clinical competence by physi-
cians certified in that specialty).

—Additional criteria and information is required for mental health practitioners.

—Hospitals, home health agencies, etc. must be JCAHO accredited (or other rec-
ognized national accrediting authority).

f(’irovgler is re-appointed no more than every two years and provider file is kept
updated.

(?uegtion. What do you believe are the key issues in attracting and retaining pro-
viders?

Answer. Adequate reimbursement rates, prompt payment of claims, and a reduc-
tion in the administrative requirements of managed care.

TRICARE FOR LIFE

Question. I can tell you that the TRICARE For Life is a most welcomed program
for those retirees that we made the promise to so many years ago. The 2001 Na-
tional Defense Authorization Act, calls for the implementation of the pharmacy ben-
efit on 1 April 2001 and the TRICARE For Life implementation 1 October 2001. A
concern that I have is the number of military retirees who never enrolled in Part
B of Medicare. This is a requirement of the new plan. An estimated 10 percent of
eligible military retirees in San Antonio never enrolled in Part B of Medicare. Medi-
care eligible retirees who turned down enrollment in Part B face a 10 percent pen-
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alty on monthly premiums for every year they are past age 65 when they enroll.
For a 75 year old that would be $91 a month, twice as much as someone who en-
rolled at age 65.

Can you comment on your meetings with HCFA on identifying those who did not
enroll in B and what solution is needed to waive this penalty?

Answer. Representatives of the TRICARE Management Activity and the Office of
the Assistant Secretary of Defense for Health Affairs have met with HCFA to work
on procedures for DOD computer systems to access HCFA databases and identify
who has Medicare Part B. We have been told that will be possible prior October
2001. Throughout the dual eligible population, we estimate 6 percent have not en-
rolled in Part B when they turned 65.

Waiving the Part B penalty will probably require legislative action. The Army
supports a one time waiver for the Medicare Part B penalty for those over 65 Medi-
care eligibles who did not enroll in Part B at the age of 65.

Question. What marketing plan is planned to educate the over 65 retirees about
about TRICARE For Life?

Answer. The over 65 retiree population is a well informed and well networked
group that is already participating robustly in the ten TRICARE Senior Prime Dem-
onstration sites. With the TRICARE Senior Pharmacy Program (TSPP), effective 1
April 2001, and TRICARE for Life (TFL), effective 1 October 2001, the TRICARE
Management Activity (TMA) along with the Services has been conducting and im-
plementing numerous communications and customer service initiatives. These ini-
tiatives include, for each respective program, periodic news releases, Coalition and
Alliance Briefings, TRICARE website updates and links specifically for these two
programs, TRICARE Conference Sessions to update medical personnel, the NDAA
“101” briefing distributed to the TRICARE community world wide and web acces-
sible, DEERS/Medicare letter sent to all DEERS enrolled retirees and their family
members, TFL and TSPP Frequently Asked Questions (FAQs) on the TRICARE
website, the toll free number, 1-877-DOD-MEDS, for TSPP, the TSPP brochure
sent to 1.5 million potential beneficiaries, identification and mail outs to Congres-
sional Medal of Honor recipients concerning eligibility for TRICARE, to mention a
few. These initiatives are part of the TFL and the TSPP Communications Plans de-
veloped last year and implemented continuously, primarily at the Office of the Lead
Agent and military medical treatment facility (MTF) levels.

The Army also annually conducts Retiree Appreciation Days, seminars at major
Army installations or metropolitan areas, providing up-to-date information on retire-
ment benefits, including TRICARE. There are 33 Retiree Appreciation Day events
scheduled across the country beginning April 26 and ending in November.

The TMA marketing plan implementation addresses many of the key issues of
outreach to “hard to reach” beneficiaries and providers. Many of the initiatives are
accomplished at the Office of the Lead Agent and Medical Treatment Facility levels.
A sampling of marketing events is provided below:

TFL Marketing Steps: (Office of the Lead Agent (OLA) and MTF level actions)

1. MTFs provided complete info package as information is known

—Preliminary sources on TMA website as guide

—OLA teleconferences (monthly and as necessary)

—OLA sponsored Regional Beneficiary Counseling and Assistance Coordinator
(BCAC) training conference

2. Contractor line informed and modified

—Contingent on contract modification approvals

3. Website modifications (use links into TMA whenever possible)

4. MCSC briefing schedule (contingent on contract modifications)

—Supplement with briefs from MTF in catchment areas

—Supplement with OLA briefs in non-catchment areas

5. Articles for Installation newspapers

—Using only official releases due to gaps in program

—As program details finalized new articles to be made available

6. Send press release to all Congressional offices in Region 1

—OLA action when contract modifications are approved

7. Visit with all Congressional offices

—OLA action—education of congressional admin staffers (field offices)

8. News release to retirement organizations and commercial news

—TMA, SG or OLA levels

9. Meetings with retiree organizations

—OLA for non-catchment and state levels

—MTTF coordination in catchment areas

—MCSC (contingent on contract mod approvals)
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10. Direct mailing to over-65

—TMA or SG level (not cost effective at MTF level)

11. Publication of new brochure

—TMA level

—Not cost effective at local levels
—Reduces chance of misinformation or error

12. MCSC education of network providers

—Contingent on contract modifications

Question. Can you comment on how the implementation of TRICARE For Life will
impact your resources? (Physician contacts per year average 12 per year in those
over 65 as compared to 4.6 per year in ages 15-44). (Days of Hospital Care per year
average 269 days of care per one thousand persons in those over 65 as compared
to 54.6 per one thousand persons in ages 15-44).

Answer. This group of patients will stress our capacity to handle primary care pa-
tients with the primary care managers we now have within our system. To answer
your question about the need to account for the increased utilization of older pa-
tients, I can tell you that the standard panel size for each PCM in our model has
been adjusted to allow for just the increased workload. Our models for specialty care
will also account for the added workload. These older patients will be welcomed not
just because they are members of the Army family, but also because they bring seri-
ous medical and surgical problems to our medical providers that will maintain and
even improve their medical readiness. The bottom line is that we can handle a por-
tion of the eligible population under the Tricare For Life program as we fully opti-
mize our existing facilities.

TFL is a step in the right direction towards keeping faith with our most senior
retirees. However, to meet this increase in workload will require an increase in re-
sources and a renewed vigilance to ensure maximum efficiency of our health care
resources. Where we can leverage the existing infrastructure of the direct care sys-
tem by covering the marginal costs of caring for the older retirees who have higher
average expenses. We will save the taxpayer’s dollar and protect an ever dwindling
Medicare trust fund. The key is an infusion of dollars that will allow us to fully uti-
lize our MTF’s capacity. We are continuing work on a model that will allow mar-
ginal expansion of our MTFs to bring a greater number of retirees back to the MTF.

Question. Gentlemen, will you be able to meet the goals of TRICARE For Life and
still be able to provide care to the active force based on your projected budgetary
guidelines?

Answer. Our primary mission is threefold: project and sustain a healthy and
medically protected force; deploy a trained and equipped medical force that supports
deployed Army forces; and manage the care of the soldier and the military family.
As currently structured, there are no additional funds for TFL within the Direct
Care System. There are budget projections that will allow TRICARE to act as sec-
ond payer to Medicare in the civilian sector. We support expanding our limited
Space Available capacity and formalizing a relationship with more retirees that al-
lows them to receive care in the MTF within the clinical capability of that MTF.
This would require funds earmarked for the marginal costs of taking care of addi-
tional beneficiaries.

MEDICAL PERSONNEL

Question. Are you able to recruit the professionals you need to meet medical per-
sonnel requirements (Active and Reserve Components)? (All three services identify
recruiting and retention of nurses as an important shortfall).

Answer. No, we have not been able to recruit the number of health care profes-
sionals we need to meet the medical personnel requirements. In the last four years,
the United States Army Recruiting Command has made 94 percent of their active
duty mission. This equates to around 1,200 new personnel per year. While each of
the Corps presents its own set of challenges, without a robust student program we
would be in far worst shape. Unfortunately, we have not received the production
that we would like from Cadet Command in recent years. This organization pro-
vided us the majority of our non-allied science Medical Service Corps officers and
Army Nurse Corps officers. The economics of the country have made it extremely
difficult to recruit specialty-specific medical officers, dental officers and pharmacy
officers. We now must utilize larger student programs to obtain the same number
of individuals. I believe that this is an important point. The total number of officers
we must recruit each year has remained fairly constant over the last five years. We
have altered the programs necessary to get that number. Without the increase in
student scholarship programs we would continue to decline. We must now essen-
tially buy our officer force.
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Specifically, nurses are not at our budgeted end strength. With the nursing short-
age, we have seen a decline in the Reserve Officers’ Training Corps (ROTC) scholar-
ship requests; thus our ROTC accession numbers have decreased significantly. Re-
cruiting Command has made up for some of this shortfall. Having to recruit a great-
er number of working nurses means we must compete with civilian institutions for
the same critical specialties at a time when they are offering streamlined hiring
practices and significant recruitment and retention bonuses. As in the civilian sec-
tor, we have critical shortages in the critical care, nurse anesthesia and
perioperative specialties. Currently we are experiencing low fill rates in the majority
of our specialty development courses. Although we are engaged in an aggressive
marketing campaign to increase our seat fill, if these current fill rates continue we
will have a severe shortage of these clinical specialties in the out years.

For COMPO 2 requirements there are shortfalls in the nurse anesthetist and
perioperative nurse populations.

Question. Are medical professionals able to sustain their clinical skills at a high
level? (We have funded the Joint Trauma Training Center at Ben Taub which is
a Triservice program).

Answer. The principal means whereby Army Medical Department (AMEDD)
healthcare providers sustain their clinical skills is through the delivery of
healthcare to active duty soldiers, dependents, and retired personnel in our Military
Treatment Facilities (MTFs). In particular, the care of trauma patients provides a
valuable training environment that more closely duplicates the rigors of combat cas-
ualty care. To ascertain if our healthcare providers are caring for trauma patients,
we analyzed AMEDD Standard Inpatient Data Records (SIDRs) for fiscal year
1995-99 from Army Community Hospitals (ACHs) and Army Medical Centers
(AMCs). During fiscal year 1995-99, there were a total of 41,815 trauma admis-
sions; 22,273 (53.3 percent) trauma admissions to AMCs and 19,542 (46.7 percent)
trauma admissions to ACHs. Over the period of analysis, the number of MTF's de-
creased by 26.3 percent (38 to 28), and the annual number of trauma admissions
decreased by 51.9 percent (11,698 to 5,622). The decrease in annual trauma admis-
sions was most pronounced in ACHs (64.1 percent) compared to AMCs (38.7 per-
cent). While standards for continuing competence in all disciplines of medicine are
under development, these data suggest significant erosion of trauma readiness
training in our MTFs, especially our ACHs. The AMEDD is not unaware of these
statistics and the implications for medical readiness.

In our AMCs, directors of graduate medical education programs routinely supple-
ment training our residents receive with rotations at American College of Surgeons
(ACS)-verified Level I trauma centers. These rotations ensure our training programs
meet certification requirements, and our residents graduate with the requisite clin-
ical skills. To enhance sustainment of clinical skills among healthcare providers as-
signed to deployable medical units, the AMEDD is an ardent supporter of the Joint
Trauma Training Center (JTTC) at Ben Taub Hospital in Houston, TX. Our For-
ward Surgical Teams (FSTs) receive a one-month training rotation at Ben Taub
Hospital every two years. The JTTC program has had clear, demonstrable results
in enhancing individual and team trauma care skills and improving the medical
readiness status of FSTs. Currently, we are exploring ways to expand trauma care
delivered by one or more of our AMCs and integrate ACH healthcare providers and
deployable units in these AMC trauma care programs. Based on the success of trau-
ma simulators at the JTTC, we are also considering expanded use of advanced trau-
ma simulations to augment trauma training. We anticipate these analyses will be
complete the end of fiscal year 2001.

Question. Does the current medical structure meet military readiness and force
projection requirements?

Answer. The current medical structure is a legacy force that was designed to sup-
port the “Cold War” scenario. It is a large, heavy, somewhat cumbersome force that
cannot offer the Combatant Commanders the flexibility or versatility required of a
modern military medical force. The medical force structure is currently undergoing
a Force Design Update under the Medical Reengineering Initiative (MRI). This rede-
sign will provide the Army with the medical structure to support the Interim Force
and pathway to the Army Objective Force. MRI emphasizes deployability,
modularity and split-based operational capability. MRI provides a flexible medical
force enabling split-based operations and employs reach-back technologies. Due to
Army resource constraints, the current medical structure is supporting a mixed
force, part legacy structure and part MRI reengineered. Presently, the Army can
only convert 42 percent of its medical operational structure to the MRI medical force
by the end of fiscal year 2006. Although this “mixed force” does support the Army
transformation priorities, its sustainment poses operational support difficulties for
personnel, training and equipping. Warfighting is complex—providing Combat
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Health Support (CHS) is equally complex. A MRI medical force would provide a
well-balanced fully interoperable CHS capability that can gain medical dominance
at every point in the spectrum of operations. Conversion of the entire medical force
structure would provide full spectrum CHS to the Army as an integral part of the
joint force that can rapidly deploy with sufficient capability to meet the most de-
manding missions.

Question. What have been the military medical requirements for the Balkans,
Southwest Asia, and other deployments? What is the impact?

Answer. Total AMEDD deployed in support of the following missions: JTF-B
SOUTHCOM: 56 AMEDD personnel; MEDRETE (SOUTHCOM monthly aver) 35
AMEDD personnel; Desert Spring (CJTF-Kuwait) 128 AMEDD personnel; OSW-
Saudi Arabia (MEDEVAC Crew) 15 AMEDD personnel; MFO Sinai 25 AMEDD per-
sonnel; ARCENT Area Support 22 AMEDD personnel (monthly aver); Bright Star
Exercise 250 AMEDD personnel; Operation Joint Forge-SFOR 351 AMEDD per-
sonnel; Operation Joint Guardian-KFOR 198 AMEDD personnel; RSOI FE UFL Ex-
ercise to PACOM 120 AMEDD personnel; Cobra Gold Exercise to Thailand 150
AMEDD personnel; and GME backfill to Korea 18 AMEDD personnel (for aver 120
days).

The analysis covers only USA MEDCOM overseas deployments for fiscal year
2000 and fiscal year 2001, as of 2 April 2001.

Combined for fiscal year 2000 and the first six months of fiscal year 2001 U.S.
Army MEDCOM has deployed 956 military personnel totaling 68,592 mandays in
overseas supported activities.

The following is a summary break out of the support provided:

CENTCOM—60 personnel totaling 6,439 mandays.

EUCOM—397 personnel totaling 41,914 mandays.

PACOM—388 personnel totaling 7,463 mandays.

SOUTHCOM—111 personnel totaling 12,776 mandays.

Total officers soldiers deployed equal 523 personnel totaling 44,227 mandays.

(Note: the above officer bullet includes MC/DC totals) Analysis of the total officers
deployed reflects U.S. Army MEDCOM provided 290 Medical Corps and Dental
Corps Officers totaling 23,244 mandays.

Total enlisted soldiers deployed equal 333 personnel totaling 24,365 mandays.

Operational impact in regards to FTE (full time equivalent) yield the following
summary:

Total FTE cost (Officer and Enlisted), $30.57 million.

MC/DC FTE cost, $16.9 million.

All other Officer FTE cost, $8.4 million.

Enlisted FTE cost, $5.27 million.

Formula: (Mandays/220)(per FTE cost)=FTE total.

1 military FTE = 220 days in a year.

FTE cost per enlisted, $47,600.

FTE cost per officer (minus MC/DC), $87,600.

FTE cost per MC/DC, $160,000.

Question. How does the third party collection system currently work within the
Military Medical Treatment Facilities?

Answer. The Third Party Collection Program (TPCP) at the MTF's is responsible
for billing the health insurance of eligible beneficiaries to recover the costs of health
care services provided. The MTF uses these collections to enhance health care to our
patients through the purchases of supplies and services that may not otherwise be
available within the hospital’s budget.

At this time, the TPCP utilizes the diagnosis-related group (DRG) billing method-
ology for inpatient services and an all-inclusive charge for outpatient services. Each
outpatient clinic, with an assigned MEPRS code, has their own clinic rate charge.
The all-inclusive charge covers the cost of the clinic visit itself, the professional fee
of the clinician, and any and all ancillary services that may (or may not) be provided
within the visit itself.

The billing methodology will change from an all-inclusive to an itemized billing
rate effective 1 October 2001. Instead of sending one bill for the health care services
rendered, the clinic charge (hospital or facility service fees), professional fee of the
clinician and any and all ancillary charges (radiology, pathology and pharmacy) will
generate a separate bill based on the CPT code of the service provided and priced
using an adjusted (for region) CMAC rate.

THIRD PARTY COLLECTIONS

Question. What is the impact on Medical Treatment Facilities of providing the
medical services and collecting for those services (for example at Wilford Hall and
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Brook Army Medical Center in San Antonio)? Is the money returned to the Medical
Treatment Facilities that provided the services?

Answer. Under a memorandum of understanding between Bexar County Hospital
District (dba University Health System (UHS)), Brooke Army Medical Center
(BAMC) and the Air Force’s Wilford Hall Medical Center (WHMC), a trauma net-
work was established to facilitate the appropriate acceptance and transfer of Code
IIT trauma victims for Bexar County and non-Bexar County patients.

In consideration of the military medical treatment facilities (MTF) support, UHS
will pay to the MTFs a total sum of $3 million annually. The annual sum is paid
in four equal installments of $750,000, alternating the quarterly payments between
BAMC and WHMC. While WHMC receives this money directly, BAMC does not.
These funds are received by the Army Medical Command (MEDCOM) who reim-
burses BAMC based on per episode of care provided to non-beneficiaries, civilian
emergency patients when other collection efforts are exhausted.

The cost of civilian trauma patients to BAMC is $13.1 million annually. Approxi-
mately $3 million is reimbursed through insurance collections, $7.3 million is re-
ceived from MEDCOM under this agreement and debt management processing,
leaving a shortfall to the MTF of $2.8 million.

QUESTIONS SUBMITTED BY SENATOR ERNEST F. HOLLINGS
BLOOD-RELATED DISEASE RESEARCH

Question. Under Congressionally Directed Medical Programs, is there on-going re-
search targeted on blood-related diseases such as leukemia or lymphoma? Is blood-
related disease research to be consistent with the mission of DOD medical research?

Answer. The Navy has, for several years, received congressionally directed in-
creases in RDT&E funds to support the National Bone Marrow Program, which pro-
vides a bone marrow registry and supporting research on methods for tissue typing
and matching. The National Bone Marrow Program directly supports the treatment
of leukemia, as well as other diseases, through the matching of prospective bone
marrow recipients with suitable donors. Funding for the program was $34 million
in fiscal year 2001. There is no on-going research within the Air Force or Army’s
Congressionally Directed Medical Research Programs that is targeted on blood re-
lated diseases, to include leukemia or lymphoma.

The answer depends in part on how broadly the phrase “blood-related disease” is
to be interpreted. Blood diseases, as they are generally defined, are not a con-
sequence of most military activities or threats. The major exception is radiation ex-
posure, which can severely depress bone marrow function with profound
hematological and immune system effects, and can induce cancers in cellular ele-
ments of the blood system. Radiological effects are considered by the Armed Forces
Radiobiology Research Institute (AFRRI). Aside from this impact, blood diseases are
not considered within the mission of DOD medical research. This fact notwith-
standing, there may be military applications of knowledge gained through blood dis-
ease research. The military applications of such knowledge are for the most part pe-
ripheral to the diseases themselves and do not benefit victims of these diseases. Cer-
tain research projects on blood-related diseases may be consistent with the DOD
medical research mission if the anticipated findings can be clearly demonstrated to
have direct relevance and applicability to a militarily unique need. All such projects
need to be considered on a case by case basis.

The principal area of potential application is in combat casualty care. Hemorrhage
resulting from trauma is the primary cause of battlefield deaths, and the DOD med-
ical research mission is accordingly concerned with the development of hemorrhage
countermeasures, to include the application of clotting enhancers that were origi-
nally identified through studies of clotting disorders. Clotting disorders are also oc-
casionally associated with trauma-induced hemorrhagic shock, reperfusion, and
hypothermia; such disorders represent secondary complications of trauma that are
much less important than hemorrhage as a cause of battle-related morbidity and
mortality, but are nonetheless consistent with the mission of DOD medical research.
In addition, studies on platelet function may be consistent with the DOD mission
if they can be related to the development of improved (field-expedient) means for
platelet preservation and storage. More broadly, the DOD is interested in sub-
stances that can improve oxygen flow to organs under hemorrhagic conditions where
blood flow is reduced. To the extent that studies of anemic conditions or therapies
for these conditions can be related to the development of pharmacological or other
countermeasures that could be employed in a field trauma management setting,
they may be consistent with the DOD medical research mission.
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If one considers blood-related disease more broadly, there are a number of infec-
tious disease pathogens of military importance that are blood-borne and cause
symptoms directly through their effect on blood cells or blood vessels. Examples in-
clude malaria, HIV, and a number of viruses that can cause hemorrhagic fevers.
However, such diseases are not typically considered to be blood diseases, per se.
Within the DOD medical research mission, they are instead addressed through
strategies targeted at the infecting organisms. Because the primary focus of this
component of DOD mission research is on prevention of disease, symptomatic treat-
ments targeted at a particular organ system such as blood are not of military rel-
evance. Research on the pathogenic effects of these organisms on blood components
are only studied insofar as is necessary to understand the life cycle of the organism,
identify appropriate targets for intervention (i.e., through vaccines or drugs), and
identify and understand correlates of protection that are essential to the evaluation
of product efficacy.

Question. Has any work been done to identify the occurrence rate or prevalence
of br}ood—related diseases resulting from environmental exposure in the theater of
war?

Answer. The Army Medical Department, through the Army Medical Surveillance
Activity at the U.S. Army Center for Health Promotion and Preventive Medicine,
tracks the incidence and prevalence of all serious diseases and injuries that affect
soldiers, sailors, airmen, and Marines, deployed and non-deployed. Several studies
focused on the health of troops deployed to Bosnia have been completed. Although
these studies were not specifically designed to examine blood-related diseases, re-
sults did not indicate any increased risk of these diseases in military personnel de-
ployed to Bosnia.

HEALTH OF AMERICAN TROOPS

Question. The National Academy of Sciences and the Institute of Medicine issued
a report in January which made recommendations to the Department of Defense
about improving the health of soldiers deployed to the theater of war. The Insti-
tute’s recommendations are compelling and, if implemented, would make a strong
commitment to the health of American troops. Are you familiar with the Commit-
tee’s recommendations? Do any of the individual services, or the Department of De-
fense, have implementation plans for the any of the Committee’s recommendations?
If not, why not?

Answer. The IOM report included 32 recommendations grouped under six strate-
gies for action by DOD. Army actions, some in conjunction with the other Services
and the Office of the Assistant Secretary of Defense (Health Affairs), have acknowl-
edged the themes included in many of these recommendations and strategies. Below
are two current Army activities that directly address these strategies and rec-
ommendations.

First, under the leadership of the Deputy Assistant Secretary of the Army for En-
vironment, Safety, and Occupational Health, the Army is finalizing policy to imple-
ment requirements of DOD Instruction 6490.2 and other relevant DOD force health
protection policies. The Army policy will outline roles and responsibilities for Army
organizations to provide effective, continuous medical surveillance of Army per-
sonnel, improve information-sharing concerning medical threats and counter-
measures, and reduce short- and long-term health risks to Army personnel through
the operational risk management process. This effort reflects several IOM rec-
ommendations, including recommendation 2.2 “DOD should integrate expertise in
the nuclear, biological, chemical, and environmental sciences for efficient environ-
mental monitoring of chemical warfare agents and toxic industrial chemicals for
both short- and long-term risks”. This policy will be stated in a numbered Depart-
ment of Army policy letter to be released in May 2001. Plans for implementation
of this policy are due within 120 days of publication of the letter. We expect that
the implementation plans will highlight those areas in which the Army will achieve
measurable progress in addressing the recommendations in the IOM report.

Second, we are developing an Army Health Strategic Plan which includes three
goals for Army health: Project and sustain a healthy and medically protected force;
Deploy a trained and equipped medical force in support of the Army transformation;
Manage and promote the health of the soldier and the military family. Several long
term objectives and strategies of this plan address the strategies and recommenda-
tions of the IOM committee. For example, the long-term objectives under the first
goal address:

—Optimizing the individual fitness and health of soldiers pertaining to pre-de-

ployment readiness,

—DMaintaining the health of soldiers while deployed,
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—Developing more robust hazard and health surveillance capabilities,

—Developing knowledge and materiel solutions to deployment health problems.

This strategic plan provides the basis for the Army Medical Department Balanced
Scorecard through which specific initiatives to reach these goals will be developed
and tracked. The Balanced Scorecard is designed to provide the appropriate focus
so that concrete progress toward the goals may be measured. The Scorecard is tar-
geted for release in 3QTR fiscal year 2001.

QUESTIONS SUBMITTED BY SENATOR ROBERT C. BYRD
OUTCOMES MANAGEMENT PROJECT

Question. Last year, at my request, and with the concurrence of Chairman Ste-
vens, the Committee on Appropriations added $10 million for the Walter Reed Army
Medical Center to conduct an Outcomes Management demonstration project for tar-
geted disease. I am advised that, not only has this project been successful at Walter
Reed, but that the work here should serve as the model for the Military Health Sys-
tem to evaluate Clinical Outcomes and accountability of the system to beneficiary
needs. Would you care to elaborate on that?

Answer. Medical Outcomes Metrics are the measures by which ours, and every
other medical system, should be evaluated and ultimately funded. Due to advances
in both information technology and medical science, we now have the ability to col-
lect and process data that reflects our system’s performance based on how much bet-
ter our patients feel or how well they are progressing through their illness or injury.
What is happening at WRAMC is unique in that the software that has been devel-
oped is owned by the government, and was developed to work with the CHCS soft-
ware package. Perhaps what makes this program most unique is the dedication and
hard work of those developing it. Through the visionary leadership and support of
the Hospital Commander, few programs can claim greater success given the rapid
development and fielding of this effort. I feel the outcomes management Program
at WRAMC can serve as a cost and time efficient example of how to build the next
generation of patient management software and serve as the standard bearer of the
future. This program will take us into an era of accountability not only for how well
we practice the healing disciplines, but also for how well we serve our patients.

Question. It is clear to me that this work is important not only to the Military
Health System, but as well to the Nation. Does your vision include plans to expand
the scope of this effort to include other Federal agencies, Civilian Academic Institu-
tions, or State Health Organizations?

Answer. The WRHCS Outcomes Management Program has demonstrated prelimi-
nary (the program is just being initiated) outcomes improvement in a number of
chronic conditions—Diabetes, Congestive Heart Failure, Chronic Obstructive Pul-
monary Disease, Pediatric Asthma, Breast Cancer, Hepatitis C and Stroke—and in
a number of prevention measures. The Program is linked to MEDCOM’s DOD/VA
Clinical Practice Guidelines. I believe that this high quality, evidence-based pro-
gram can be applied to any healthcare organization. We will make our results and
protocols available to any health care organization that is interested prior to actual
publication of results.

Currently we are in discussions with the Department of Veterans Affairs to deter-
mine how we can share our software packages and to work with DVA experts in
defining and evaluating our efforts. The greatest benefit of this effort will be within
the DOD and DVA health care systems, due to the similarity of patient manage-
ment systems. We are also working to identify partners who are interested in rural
and other underserved populations that can assist us in determining how to best
disseminate the results of our work to maximize the quality of care for these popu-
lations by empowering the physicians who care for them. I do intend to aggressively
seek other opportunities within state and local health systems, particularly those
who primarily serve poor and underserved populations.

Question. I understand that in order to sustain the impact and momentum of the
progress made so far in the improved Provision of Care for the Walter Reed Health
Care System, and to assure that the progress made so far is not lost, an additional
$16 million will be necessary for fiscal year 2002. Would you outline how these
funds will be invested?

Answer. Monies provided to this program in fiscal year 2001 were used in the
rapid definition and deployment of this program. In fiscal year 2002 we anticipate
utilizing these additional funds to significantly expand the number of patients par-
ticipating in the program, and to increase the number of disease states included in
the program. In addition, we anticipate fiscal year 2002 monies to be used to de-
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velop an exportable program package, which we will begin to deploy in fiscal year
2003. Fiscal year 2002 funding includes monies to support travel to other medical
facilities to train healthcare providers via a “train-the-trainer” philosophy which has
been shown to be the fastest way to indoctrinate the existing culture with a new
sense of accountability and expectations. Though we have accomplished much this
fiscal year, funding for fiscal year 2002 is crucial for the success of this program
and to realize the dividends on investments made this fiscal year.

Question. Given the importance of this effort and the skill and proven success of
the Walter Reed Management team, how can you insure that the Outcomes Man-
agement Program is fully funded in the future to insure that the benefits realized
by our investment are not lost?

Answer. There are two things I intend to do in order to insure this important
work is not lost. First, my staff is working to incorporate the fiscal needs of the pro-
gram into the fiscal year 2003 budget request. I expect the program to be fully fund-
ed within the 5-year budget plan. Secondly, I have directed that Walter Reed will
develop an exportable program that each Army regional command Tricare region
can implement. I have directed the Program Office to begin deployment of the initial
software/program support modules beginning second quarter fiscal year 2003. As
previously stated, I believe the medical outcomes management program presents us
with the opportunity to actually gauge our ability to serve patients and too justify
our continued level of service. As such I will insure that, as rapidly as possible, the
program will be funded under the POM and that the knowledge and expertise we
have gained is replicated throughout the Army Medical Department.

QUESTIONS SUBMITTED BY SENATOR PATRICK J. LEAHY
HOSPITAL SYSTEM

Question. As the Army develops lighter, more deployable units and equipment, is
the Army developing an equally mobile hospital system to deploy with this force.
I understand the service’s current hospital system is aging, obsolete, and bulky. I
also worry that the Army’s current forward-deployable medical hospital does not
offer protection from nuclear, chemical, and biological weapons. I would appreciate
your telling us about what steps the Army is taking to upgrade this essential capa-
ble to meet the needs of the Army’s broader transformation. Specifically, what plans
has the Army developed to modernize the mobile hospital systems? What funds has
the service dedicated to carry out that plan in the fiscal year 2002 budget? Can you
additionally please provide any relevant data on this effort to the Subcommittee?

Answer. The Army Medical Department’s (AMEDD) has worked to ensure that
the medical capabilities possess responsiveness, mobility, survivability, agility, and
versatility in support of the CSA’s Transformation to the Objective Force. Since
1998, the Directorate of Combat and Doctrine Development (DCDD) of the AMEDD
Center and School (AMEDD C&S) has been involved in identifying operational re-
quirements for a future medical shelter system (FMSS) which could plausibly re-
place the current hospital system. The operational requirements address strategic
deployability, tactical mobility, integrated support systems (environmental control,
power, water distribution, medical gases), NBC protection as well as state-of-the-art
medical capabilities and integrated telecommunications/digitization. Phase 1 of this
effort resulted in a virtual reality design of a mobile surgical unit, and Phase 2 will
provide actual engineering schematics. Advances in technology, composite materiels,
as well as other advancements have indeed made the Deployable Medical System
or DEPMEDS “dated”, in need of a major overhaul, and it will reach the end of its
life cycle before the end of this decade. We must capitalize upon emerging and fu-
ture technologies that will provide a system that is a “quantum leap ahead” of any
system that is known today, and then identify the funding to resource that system.

The AMEDD is working with the Transportation Corps to define medical require-
ments that promote tactical mobility for the Family of Medium Tactical Vehicles
Load Handling System (FMTV/LHS). The AMEDD transformation strategy demands
a Combat Health Support (CHS) system that is rapidly deployable, yet fully sup-
portive of the deployed force. The FMTV-LHS will require one trained soldier ap-
proximately six minutes to attach and emplace/displace a shelter. The PM-MTV has
committed funding to initiate design and development of the FMTV-LHS prototype
by Stewart & Stevenson and Cargo Tec.

In September 1998, DCDD AMEDD C&S in conjunction with Medical Research
and Materiel Command (MRMC), U.S. Army Tank and Automotive Command
(TACOM) and Mobile Medical International Corporation (MMIC) were involved in
a collaborative team effort to define requirements for the development of a mobile
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surgical unit. For the FST capabilities, the concept envisioned a 2-container system
that could be deployed in two C-130 sorties and transported on one FMTV/LHS and
one Medium Tactical Vehicle—Load Handling System (MTV/LHS) trailer. The
FMTV-LHS consists of a truck with a pneumatic load-handling system that will be
used to load, unload, and transport current and future deployable medical systems.
The maximum weight of the container with equipment shall not exceed 8.8 STons.
Each container will be equipped with environmental control, self-internal power,
telecommunication, and NBC protection. This concept evolved into a family of sys-
tems, which MMIC termed the 21st Century Mobile Hospital System (21CMHS).
The concept and resulting virtual reality design, based upon combat developer user
requirements, was evaluated as having merit as a future shelter system for the FST
and as a possible follow-on to DEPMEDS. It was recommended that funding options
be explored. Phase 2 of this initiative involves a continuation and refinement of sys-
tem requirements. An AMEDD C&S led Integrated Concepts Team comprised of
DCDD, MRMC, Oak Ridge National Labs (ORNL), OCAR, and USAF personnel
have partnered with the National Automotive Center (NAC) to refine the oper-
ational requirements and concepts for the FMSS. The FMSS is the AMEDD’s mod-
ernization effort for the next generation of medical shelter systems. This effort is
looking at developing a family of rigid and soft-sided containers that will facilitate
strategic and tactical mobility consistent with Army Transformation while providing
an appropriate environment and state-of-the-art medical facilities for surgery, inten-
sive care, and other hospital support services. These shelters will incorporate auton-
omous power generation and environmental control and be wired for digitization
and communications. They will be capable of operating in chemical and biological
threat environments. Their multi-functional design will allow for quick reconfigura-
tion for multiple medical applications.

ORNL possesses technologies, capabilities, and some of the projects that support
an initiative to include a new type of a Tactical Quiet Generator (QTG) that is light-
er, quieter than the existing QTG and has 25 percent better fuel consumption that
could be integrated into the shelter system for emergency power. ORNL added that
they could develop a shelter that will be the same height as the MTV cab and will
expand upward. The employment of the FMSS in the theater of operation was dis-
cussed to include strategic deployability and tactical mobility and strategic mobility
requirements. In addition, the Forward Surgical Team (FST) must be capable of de-
ploying as far forward as the Battalion area given the capability of the MTV-LHS.
Congress provided $8 million for procurement of the Advanced Surgical Suite for
Trauma Care (ASSTC) shelters. The ASSTC, though, does not meet the AMEDD’s
operational requirements. It is anticipated that the Office of the Secretary of De-
fense (OSD) will release $7.3 million for research and development before the end
of May 2001 and the total $8 million must be committed by 30 September 2001.
It has been recommended that these funds be redirected and utilized for concept
maturation, requirements refinements, and advanced prototyping of an integrated
medical hospital system in support of the future Objective Force. The AMEDD has
developed requirements for a containerized shelter system to support far forward
surgical capability as well as other areas of combat health support. At the present
time, there is no dedicated continued funding for either of these two initiatives.

The current DEPMEDS, in and of itself, does not provide protection from NBC
weapons. Under development, though, is the Chemically Protected Deployable Med-
ical Systems (CP-DEPMEDS) which possesses the capability to chemically and bio-
logically harden existing DEPMEDS equipped hospitals and is a Joint Service effort
with the U.S. Air Force. It provides an environmentally controlled collective protec-
tion for Level III medical treatment facilities that will support healthcare in an en-
vironment contaminated with biological or chemical warfare agents.

Under the Medical Reengineering Initiative (MRI), this collective protection will
be applied to the 84-bed and 164-bed MRI Corps Combat Support Hospitals. Under
the Medical Force 2000 (MF2K) structure, CP-DEPMEDS is applied to the hospital
unit base (HUB) of the Combat Support Hospital. CP-DEPMEDS will be part of Op-
erations Project Stock and will be centrally stored/maintained in depot, and as pre-
positioned assets in theater. Another current and related program, Chemically Bio-
logically Protected Shelter System (CBPSS), addresses the need to provide collective
protection to medical units operating farther forward on the battlefield. CBPSS,
which is an integrated system, will be provided to medical treatment squads that
provide Level I medical treatment. Future testing and evaluation will validate the
feasibility of providing CBPSS to Level II Medical Companies and Forward Surgical
Teams. While not addressing forward deployed medical hospitals, CBPSS does dem-
onstrate the AMEDD’s efforts to provide collective protection to medical units wher-
ever it is deemed necessary on the battlefield. NBC protection is a requirement for
future medical shelter initiatives to ensure that this protection is available. There
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is dedicated funding for both CP-DEPMEDS and CBPSS through Joint NBC De-
fense Program and Army funding. The current fiscal year 2002 Budget figures are
as follows: CPDEPMEDS—3 systems, $3 million; CBPSS—32 systems, $15.7 mil-
lion. Training sets will be issued to AMEDD C&S and Regional Training Sites—
Medical sites.

The AMEV program implements the Army’s Transformation Vision by recapital-
izing and remanufacturing excess Bradley M2A0s to enhance and modernize the ca-
pabilities of the Legacy Force. Without the AMEV, medical ground evacuation assets
will remain essentially unchanged since the 1960’s. The AMEDD proposes fielding
AMEV’s to enhance mobility in the Counter Offensive Force. With at a per unit pur-
chase cost of $870,000, the unfunded requirement for 280 AMEVs is $243,600,000.
The UFR is recognized/validated by OCDSOPS as a level III UFR competing against
all other combat systems within the Maneuver BOS.

The total objective force requirement for the UH-60Q(HH-60L/HH-60M) is 385
MEDEVAC aircraft; 356 for the warfight and 29 for the operational readiness float
account. Of the warfight 356 aircraft, 191 go to the Active Component and 165 to
the Army National Guard. The current modernization projections for the UH-
60Q(HH-60L/HH-60M) complete the 117 aircraft requirement identified in TAA-05
for Force Package One by 2013 and the 75 aircraft in Force Package Two by 2018.
At a cost of $4.6 million per UH-60QHH-60L/HH-60M), the 117 Force Package
One aircraft will cost $538 million and the 75 Force Package Two aircraft will cost
$345 million; cost of the entire program is $883 million.

QUESTIONS SUBMITTED TO VICE ADM. RICHARD A. NELSON

QUESTIONS SUBMITTED BY SENATOR TED STEVENS
FISCAL YEAR 2000 SUPPLEMENTAL

Question. How much relief has your direct care system received from the fiscal
year 2000 Emergency Supplemental?

Answer. In fiscal year 2000, Congress provided an Emergency Supplemental to
the Operations and Maintenance (O&M), Defense Health Program (DHP) account
totaling $1.2 billion. From this Supplemental, Navy medicine received $52 million
for our direct care system. We used the $52 million to purchase collateral equipment
for new construction that was being completed in the near-term, and to buy for-
ward-funded health care contracts within our Medical Treatment Facilities and
Dental Treatment Facilities. Navy medicine did not have a significant backlog of un-
funded issues as we started fiscal year 2001 but changes made by the TRICARE
Management Activity (TMA) have reduced our available funding and together with
new healthcare benefits have created a significant funding shortfall. Of note is the
fact that the workload produced by Navy medicine actually increased from fiscal
year 1999 to fiscal year 2000.

Question. What happens when your MTFs are the first to pay the bills, or the last
to receive any funding relief?

Answer. The Navy Medical Treatment Facilities [MTFs] which make up the Di-
rect Care System have operated each of the last three years on a severely con-
strained funding profile which we define at the sustainable range of operations just
above minimally executable. This allows us to merely sustain current operations
and does not allow the Direct Care System to make needed improvements to patient
care capabilities, renovations of buildings that are continuing to deteriorate, re-
placed outdated equipment, pursue additional continuing medical education for our
health care providers, nor fully implement new healthcare benefits. The funding sit-
uation we have been in over the past three years has seen new TRICARE benefits
being added, thereby increasing the bills for care in the Military Health System
(MHS). Of necessity, what we cannot provide in-house is referred to the private sec-
tor, via the Managed Care Support Contractors. This has caused a requirement
within the Defense Health Program and the Office of the Secretary of Defense
(Comptroller) to continually seek offsets from the Direct Care System to help defray
a portion of those increased private sector costs. Our MTF Commanding Officers are
placed in the position where they do not replace medical equipment when needed,
and conduct only “breakdown” maintenance, that is, repair the breakdown, for both
medical equipment and facilities since we cannot afford to put in place regular
maintenance contracts which might preclude the breakdowns in the first place. At
the same time replacement of current medical equipment with newer technology is
not being accomplished and we have seen significant downturns in equipment ex-
penditures in the past three years.
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The constrained funding environment described above also causes a further deg-
radation of the morale of our medical personnel as evidenced by the Center for
Naval Analysis study which shows the above issues are having a negative impact,
along with the low compensation issue, and causing our mid-grade providers to
leave the Naval Service, most often without replacements being available.

CURRENT YEAR DHP FUNDING SHORTFALLS

Question. Do you have enough funds to fully execute your fiscal year 2001 pro-
gram?

Answer. There is a Defense Health Program (DHP) unfunded requirement of $1.4
billion which the Surgeons General testified to as a need for an Emergency Supple-
mental DHP Appropriation. $220 million of the $1.4 billion is identified for the three
Service’s Direct Care Systems. Of the $220 million, Navy Medicine’s portion may be
$40 million (depending on TRICARE Management Activity (TMA) distribution). If
the $1.4 billion emergency supplemental is passed, Navy Medicine would get back
the TMA 4th quarter loan of $45.1 million, in addition to the $40 million noted
above for a total of: $85.1 million.

The $85.1 million would still not meet the unfunded fiscal year 2001 requirements
of $90.0 million leaving unfunded items such as: Optimization efforts; NMC San
Diego TRICARE Senior Prime Supplies; DHP Health Professional Scholarship Pro-
gram shortfalls; Pharmacy Advances in Medical Practice (AMP) Tail from fiscal year
2000; Maintenance and Repair (MRP) and new Immunizations. Fully funded, the
Navy Medicine budget requirement is $150.9 million.

A key issue/concern over the emergency supplemental involves the timing of the
bill passage and the provision of the funding to the Services. If it is not passed and
funding provided until August then Navy Medicine will be unexecutable in the 4th
quarter because funding [$45.1 million] has been moved forward into the third quar-
ter. Navy Medicine would have to implement draconian actions to even start the 4th
quarter. TMA has identified that they will go into violation in mid-July 2001 if
funding is not provided and Navy Medicine would not be far behind them. This in-
formation has been reviewed with TMA on 1 March 2001.

Question. Where are your shortfalls?

Answer. We have a total of $90 million that is unfunded within our fiscal year
2001 program.

This includes the following items:

In Millions

Submitted and Validated unfunded requirements ...........cccccervieeiiiniiieniennieennen. $40.0
Revised Financing . .
Pharmacy .....cccceceeeueennen.
Immunization Tracking ..
Data Quality ........cc.c.......
Expense Equipment ...........

Additional Revised Financing ..

Pharmacy AMP tail .......c..ccc.c...

Immunizations (1/2 year Prevnar) ..

HPSP Shortfall .......cccccevvevenenvenenns

Utilities (29 Palms) ..ccooovvvviiiiiiiiiiiiiiiiieeiieeeees

NMC San Diego TRICARE Senior Prime Supplies . .

OPEIMIZATION ..tiiiiiiiieiieee ettt ettt e et e st e e bt e s b e e beeenaeeneas 1

—
Wow, Lok oW,
NohuibonivD W

These are funding requirements that take us to a solvency level, where our mis-
sion operations are considered to be sustainable.

Along with the actions already taken to remove the $17 million withhold, not pro-
viding the $21 million Advances in Medical Practice funding, and having the entire
$7.1 million rescission impact held totally against the Direct Care System, Navy
Medicine becomes unexecutable.

To fully fund Navy Medicine in fiscal year 2001 the following funding is required:

[In millions]

Unfunded Requirements [from abovel: ........cccccecveiieiiiieeiiieeeiee e $90.0
Increase MRP from 2.23 percent to 3.0 percent (the Medical Target) .............. 24.4
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Fund fourth quarter NDAA Implementation ...........ccoccoevieniiienieniiienienieenneenne 451
SUBTOTAL ..ottt ettt ettt sttt ettt et aesbeseensenes 159.5
Unallocated Funds Available ..........cccocoviviiiiiniiinininiiiiiiiieneccceccceee 8.6
TOTAL oottt b bttt ettt sttt et ebe bt eens 150.9

Question. Is your direct care system fully funded in fiscal year 2001?

Answer. We have previously identified Navy Medicine’s fiscal year 2001 shortfall
of $150.9 million. That funding requirement, which is due in part to identified short-
falls and various offsets already taken by the TRICARE Management Activity,
would provide funding to bring Navy Medicine to a fully funded program. We have
included in that figure the additional $24.4 million for Maintenance and Repair
(MRP) which would bring that program to a funding level of 3 percent of Plant Re-
placement Value which is the ASD (HA) Medical Standard. TMA has used funding
withheld from the Service budgets to fix various fact of life changes in the Managed
Care Support Contracts. Even if a supplemental is approved at the $1.4 billion level,
Navy Medicine’s Direct Care System will only receive benefit of approximately $79
million and would still have a requirement for additional funds of approximately
372 million to achieve the $150.9 million noted for fully funding our Direct Care

ystem.

Question. How will your fiscal year 2001 shortfalls impact delivery of care in your
hospitals and clinics?

Answer. We have focused funding reductions in the non-patient care areas, such
as Maintenance and Repair of Property (MRP), initial outfitting of our new construc-
tion facilities, and other general areas such as travel and equipment. At the same
time, cost drivers which affect the way we provide healthcare (the practice of medi-
cine) are being absorbed by our Medical Treatment Facilities (MTFs). An example
is pharmacy costs which are escalating at rates above ten percent yet funded essen-
tially level with last year. Navy MTFs are paying the pharmacy bill and giving up
something else in the MTF to afford these increased costs. My fear is that we are
coming dangerously close to not performing required maintenance, replacing our
medical equipment, and impacting on our continuing medical education programs.

TRICARE FOR LIFE

Question. To arrive at a cost for “TRICARE for Life”, has DOD used accurate as-
sumptions for medical and pharmacy inflation rates?

Answer. The funding estimates for the TRICARE For Life (TFL) benefit in fiscal
year 2002 are still working. I am reluctant to even state the latest number as the
estimates are still being worked extensively between the Assistant Secretary of De-
fense (Health Affairs) (ASD[HA]), the TRICARE Management Activity (TMA), the
Services, the Department of Defense (DOD) Actuary and others to derive the best
estimate of the costs for the wide range of benefits coming on line. I can tell you
that the latest estimate is around $4 billion for the DHP in fiscal year 2002 which
would drop off considerably in fiscal year 2003 because of the kick-in of the accrual
financing methodology.

Question. On October 1st where do you believe retirees will go for their new ben-
efit—to the military treatment facility or in the network?

Answer. Those retirees who have developed substantial relationships with pro-
viders in military treatment facilities (MTF's) will continue to rely on the MTF for
their care and will likely have higher expectations regarding the delivery of services.
Those retirees who have not utilized MTF services other than perhaps pharmacy
services will likely not “come back” to the MTFs. The vast majority of those retirees
who intermittently use the MTF will be swayed by specific MTF capabilities includ-
ing access, availability of services, reliability, enhancements, comprehensive man-
agement including care coordination and case management, and customer service.
For those retirees who have current relationships, it is important to recognize that
they too will eventually migrate away from the MTF if the above capabilities and
expectations are not met. Of particular importance in being able to provide com-
prehensive care and high quality customer service will be the ability to predict the
health care requirements and then resource for those needs. Partial commitment
and marginal funding will result in a spiral of attrition which will quickly accelerate
and impact both our ability to live up to the intent of Tricare For Life and our need
to serve these important beneficiaries to maintain a robust Military Health System.

Question. If the retirees go to your MTFs, is your system ready and funded for
the new workload?
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Answer. Navy Medical Treatment Facilities (MTFs) currently provide care on a
space available basis to retirees age 65 and older except at Naval Medical Center
San Diego which is a TRICARE Senior Prime Demonstration site with an enrolled
65+ population. The performance of this level of effort for the Medicare Eligible Re-
tirees accounts for approximately 16 percent of the healthcare performed at our
three Medical Centers, 9 percent of the care performed at our Family Practice
Teaching Hospitals, 8 percent of the care at our non-teaching community hospitals
and much smaller percentages across the remainder of the Navy’s Ambulatory Care
Centers and Clinics. The care provided by our Medical Centers and Teaching Hos-
pitals is in direct relationship to the higher morbidity cases that this population pre-
sents for our residency/training programs and is supportive of the medical readiness
requirements for our healthcare professionals.

We believe many 65+ beneficiaries who have established relationships with civil-
ian providers will maintain those relationships, particularly now that TRICARE will
be second payer. But, at the same time, we anticipate an increased demand by our
65+ population for care in our military treatment facilities (MTF). Our number one
priority is the health and welfare of our active duty forces. To ensure the oper-
ational forces are ready to deploy and that our medical personnel maintain the
skills necessary to support the operational forces, we must balance our workload to
meet readiness and graduate medical education requirements, and our commitment
to our active duty families and other retirees and their families. Our plan is to pro-
vide as much service as possible in-house, and then rely on available private sector
care (where Medicare is first payer and TRICARE second payer) for the remainder.
However, the Military Health System’s ability to meet the health care needs of our
entire beneficiary population is contingent upon full funding of our current require-
ments as well as those new benefits contained in the Fiscal Year 2001 National De-
fense Authorization Act.

FULL FUNDING OF THE DEFENSE HEALTH PROGRAM (DHP)

Question. Is your DHP funding stable and predictable?

Answer. The short answer to this question is no. The best example I can give of
this is what is happening this year, and is somewhat typical of the past two fiscal
years. We started out fiscal year 2001 at a funded level which was in the low sus-
tainable range. Since the beginning of the fiscal year we have had $17 million with-
drawn from our direct care funding for a 1 percent withhold at TRICARE Manage-
ment Activity (TMA), we have not received Advances in Medical Practice funding
in the amount of $21 million to initiate pharmacy actions and pay for the tail on
advances in medical practice implemented during fiscal year 2000, we have had a
$7.1 million reduction placed against the Direct Care System associated with the
Congressional Rescission which was taken totally against the Direct Care System
and none against the Private Sector Care arena thus effectively doubling the finan-
cial impact of the rescission.

Finally, we have been informed of a TMA proposal to withdraw $45.1 million from
the fourth quarter to pay for implementation bills associated with the Fiscal Year
2001 National Defense Authorization Act. In total that would amount to an impact
of $90.2 million and would make us unexecutable during the remaining portion of
this fiscal year. Subsequently, TMA withheld $45.1 million from the fourth quarter
to pag for the implementation of the Fiscal Year 2001 National Defense Authoriza-
tion Act.

Question. If not, how does that instability impact your healthcare system?

Answer. The impacts have been significant! First and foremost, this instability
prevents our Commanding Officers from putting a healthcare plan in place for their
command that they are confident they can accomplish. They are placed in a position
of merely reacting to the next set of reductions to their financial planning figures.
This lack of stability causes important equipment replacement, facility repairs and
upgrades, and continuing medical education requirements to be placed on hold until
such time as either a supplemental or a reprogramming action takes place and pro-
vides funding at an adequate level to the Direct Care System. These supplementals
usually take place late in the fiscal year and although the funding is needed and
appreciated, it does not allow us to project that funding over the entire year to
achieve the greatest level of benefit.

Question. Has the DHP budget accurately forecast “cost savings” and “effi-
ciencies?”

Answer. In the past our budgets have reflected efficiencies and savings. “Utiliza-
tion Management” was an example of these type of efforts. Through adopting man-
aged care practices we have been able to make some savings, but we are presently
affected by the same cost drivers as in the civilian healthcare community.
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Question. Have these savings materialized?

Answer. At the same time there are moderate savings, new healthcare benefits
have been implemented that has required the reinvestment of those savings. As
demonstrated by the number of times we have had reprogramming and supple-
mental appropriations, the budgeted savings have almost never materialized in the
form of actual savings as the healthcare program requirements have outstripped
any savings identified.

Question. Have you had a loss in buying power over the years?

Answer. Loss of buying power is a certainty. Again, we must only look to phar-
macy were we are allowed to budget for inflation at 5.9 percent while costs are esca-
lating at over ten percent. Over the past several years there have been numerous
articles in the civilian sector referring to cost increases for various healthcare plans.
These articles and the literature fully support that the medical inflation rate is close
to 10 percent while the Office of Management and Budget has continued to use a
standard inflation rate across the entire DOD between 3.9 percent and this year 5.9
percent. Rising costs have also affected our facilities maintenance program and lim-
ited our medical equipment replacement program.

VENTURE CAPITAL FOR THE DIRECT CARE SYSTEM

Question. Please tell us about your plans to make your hospitals and clinics more
productive.

Answer. The Navy Primary Care Optimization Model (PCOM) was developed to
assist corporate and medical treatment facilities (MTFs) with calculating actual and
potential enrollment capacity, while providing baseline health system information.
Many commands have recently reported moderate capacity increases.

Clinic support, time management techniques, space utilization and equipment
support are several of the means used to increase provider availability, ensure ap-
propriate clinic operations and utilization, and increase provider and clinic produc-
tivity.

—Clinical manpower support has been increased through resource sharing, direct
contracting, and relocating internal staff. Increases in clinical support positions
include appointment and secretarial personnel, and medical record coders. In
addition to these efforts, reserve personnel are used to augment clinic staff and
increase clinic productivity. The recent transfer of operational control of the
Naval Reserve medical community to BUMED will improve the ability to iden-
tify and coordinate reserve support for both provider and clinical support staff.

—Time management techniques that increase provider availability in the clinic
include: minimizing collateral duties (assignments in addition to clinical duties)
and committees assigned to providers; designating specific days and hours for
command wide administrative, training and meeting times; and establishing
guidelines to coordinate care team schedules (provider, nurse, corpsman).

—Space utilization—An adequate number of examination rooms per provider is
required to maximize provider/clinic productivity. Many sites have increased the
number of provider examination rooms by consolidating administrative spaces
and converting administrative spaces into examination rooms.

—Equipment support—Additional investments in support equipment include auto
reminder systems, advanced phone systems, mobile dictation, voice recognition
technologies and pagers for triage nurse.

In addition to the above mentioned efforts to improve provider availability and en-
sure their appropriate utilization, and increase clinic productivity, there is signifi-
cant interest in developing clinic management practices, improving appointment
scheduling processes, and further developing Fleet/Marine Corps Liaison Programs:

—A clinical management course is in progress throughout Navy Medicine. The
course provides guidance on incorporating business rules, developing roles and
responsibilities of the different clinic staff, using data systems, monitoring pop-
ulation health, and developing appointment scheduling templates and schedule
management. The course emphasizes clinic organization and operations that
will maximize efficiency for patent care.

—Appointment scheduling processes focus on improving bookable hours (the ac-
tual time available for appointments). Many clinics have altered their clinic
hours or have changed appointing procedures to maximize bookable hours. Sev-
eral sites have implemented web-based appointing and other e-health initiatives
to improve patient access. We have received favorable reports from Naval Med-
ical Clinic Patuxent River regarding open access appointing.

—Fleet/Marine Corps Liaison Programs—There is continued development within
most commands reporting full-time liaison with direct access to senior leader-
ship. Proactive measures to identify and meet the health care needs of oper-
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ational forces include advance consult reviews, pier side visits, senior leadership
visits and appointing privileges for liaison staff. A Fleet/Marine Liaison instruc-
tion is currently under review.

Question. Do funding constraints keep you from optimizing your system?

Answer. Yes, funding constraints are affecting the rate at which we can optimize
the Navy Medical System. While we have done a number of optimization improve-
ments, we do not have adequate funding to initiate some basic improvements like
two exam rooms per provider, adequate support staff, and support for accurately
coding patient encounters. These optimization efforts require continuous and reli-
able infusion of capital if we are to be successful.

Question. Would a “venture capital” fund, or a “Surgeon General’s Investment and
Initiagive Fund” allow you to operate your system more smartly and at less ex-
pense?

Answer. The operating budget for Navy medicine’s direct care system has grown
steadily over the past several years. However, this growth has been barely sufficient
to support new or expanded benefits as well as new programs. Fiscal discipline and
sound financial management at all levels of the organization have been necessary
to ensure a consistent level of health care services. Navy medicine has lacked the
resources and financial flexibility to make strategic investments that will provide
long term stability.

Private sector medical organizations recognize the need to make ongoing invests
which produce future revenues. The current budget structure for Navy medicine
does not offer a similar opportunity. The establishment of a Surgeon General Invest-
ment Fund would provide a vehicle for financing moderate to long term investments
that can be supported by a disciplined business case analysis process.

Establishment of such a fund would require specific guidance from Congress to
ensure the monies were used for the intended purpose. The fund must be clearly
identified as separate from the O&M,DHP account, and funding for the direct care
system cannot be offset because investment funds are provided. Multi-year, “no
color” funds would provide maximum flexibility. Each of the Surgeons General
should be provided an investment fund to avoid non-productive competition for the
available dollars. Use of the fund would be predicated on a sound business case
analysis. Periodic reports to Congress would appropriately include the business case
analysis for each investment, the execution status, and the monitoring for Return
on Investment.

Such an investment fund could have a wide range of applications. For example,
it could be used to procure digital radiology for all of Navy medicine. This would
provide efficiencies in how x-rays are read, stored, and distributed. Other optimiza-
tion efforts would also be logical candidates for the investment fund.

A Surgeon General Investment Fund would provide an appropriate vehicle for
supporting business driven decisions with a moderate to long term Return on In-
vestment.

Question. If such a fund were established, please explain how the “best business
case” approach would be used to identify, select and fund projects.

Answer. Navy Medicine relies heavily on the philosophy and concepts associated
with a strong business case analysis process. For over a year, the Bureau of Medi-
cine and Surgery (BUMED) has had a formalized process and management struc-
ture to be used at the headquarters level as well as the clinic level. The documenta-
tion and processes can be found on the Navy Medicine web site (https:/
bumed.med.navy.mil/med03/tools/default.asp).

The strategic element of a business case analysis is harvesting the potential op-
portunities and using the analysis to lead to correct decision making. Our com-
mands remain very active in formulating new and innovative ways of doing business
either at the local military treatment facilities or impacting on the entire Navy Med-
icine System. The Department of the Navy recently articulated its Business Values
and Goals (BVG) in a major step toward transforming our business culture and
practices. In short, the Department of the Navy Business Vision states that the De-
partment will continue to provide the dominant global naval force and develop fu-
ture capabilities to safeguard the nation. It will achieve this vision through:

—Innovation.—Continually fostering conceptual, technological, and operational

superiority.
—People.—Recruiting, engaging and retaining the best people—military and civil-
ians.

—Decision Support Systems.—Deliver recognizable value for every dollar spent.
—Organizing Work.—Creating business environment focused on teamwork and
outcomes.
The release of BVG is opportune as we in the Navy Medical Department seek to
refine our focus on Best Business Practices. Our fiscal realities dictate that we de-
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rive the best value per dollar spent through the application of best business prac-
tices. Values may be viewed in terms of reduced cost, reduced cycle time, improved
quality, increased productivity, or increased return on investment.

Objectives falling under our Best Business Practices goal clarify my expecta-
tions—Consistent, complete, relevant, timely and reliable data on cost and perform-
ance will come through as an imperative. We expect all of Navy Medicine to explore
civilian and military health care innovations and business practices and rapidly
adopt those that have demonstrated success. BUMED has introduced a Best Busi-
ness Practice section on our homepage (https://bumed.med.navy.mil/med08/
bestpractices/bestPractices.htm) to facilitate this.

ORGANIZATIONAL REFORM

Question. Would the creation of a “Joint Medical Command” or a USMEDCOM”
remedy some of the problems experienced with DOD medical programs?

Answer. Any reorganization effort alone will not solve chronic financial shortfalls
in the Defense Health Program. A combination of a new organizational structure,
better business practices, and an improved purchased care contracting strategy will
together strengthen the Defense Health Program, but must be accompanied by ad-
dressing the financial baseline.

Question. Is there clean authority and accountability in the DOD medical pro-
grams today?

Answer. There are not clear lines of authority and accountability in DOD medical
programs today, outside of Service command and control relationships extant in
each medical departments’ own organizational structure. For the Defense Health
Program, resources and policy flow from an organization with no command and con-
trol over the healthcare system. This has been problematic in attempts to establish
regional healthcare markets where multi-service military treatment facilities com-
bine with centrally managed healthcare contract funds to provide care and control
costs. Support and coordination of readiness requirements often conflict with at-
tempts to minimize purchased care. The current organizational structure does not
facilitate resolution of this conflict at a single office.

Question. Would a “USMEDCOM” foster better lines of responsibility for DOD
medical programs?

Answer. A CINC or USMEDCOM, if constructed under Joint doctrine, would fos-
ter better lines of responsibility for DOD medical programs by having direct com-
mand and control where needed. A set of regional Joint Medical Task Forces
(JMTF), with command and control over all military treatment facilities and fund-
ing for purchased care, would be in a position to optimize care and control costs in
a given region.

Service Component Commanders, under command and control of the CINC, would
be required to deliver to each JMTF a fully funded and ready military treatment
facility, capable of meeting its readiness mission and delivering a defined capacity
of medical care. To make this executable, all Direct Care system funds must flow
through the Service Component Commanders. The JMTF commanders, to meet the
remainder of regional health care demand, must have control over all purchased
care funds.

RECENT TRICARE SATISFACTION SURVEY

Question. Have there been recent improvements in customer satisfaction with
TRICARE? What remains to be done to further improve satisfaction with the
TRICARE program?

Answer. Yes, there has been steady improvement in customer satisfaction as re-
ported in the 2001 Stakeholders Report—an independent evaluation of TRICARE
provided by the Center for Naval Analyses and the Institute for Defense Analyses.
In the eight regions where TRICARE data is available for at least a year or more,
our patients report that it is easier to get an appointment and there is a shorter
waiting period to see providers. We are seeing increased satisfaction with the qual-
ity of care and note that the satisfaction increases as our patients become more fa-
miliar with TRICARE.

My Commanding Officers are all aware of the emphasis I place on customer serv-
ice and the realization that our challenge and efforts in this area will never dimin-
ish. I have the ability to view what their patients report on a monthly basis and
take pride in the steady improvement that I have seen in the data. For example,
I was pleased when Naval Hospital, Jacksonville was recognized by TRICARE Man-
agement Activity as the number one military treatment facility in the area of cus-
tomer service for fiscal year 2000.
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MEDICAL RECRUITING AND RETENTION

Question. How is your service doing in recruiting and retaining medical profes-
sionals?

Answer. The status of Medical Corps recruiting and retention must look sepa-
rately at trained specialists and at scholarship programs.

Recruiting and retaining fully trained specialists are difficult, especially for the
critical wartime specialties. While the overall annual Medical Corps loss rate is
around 10.5 percent, annual loss rates for fully residency-trained specialists clusters
around 20 percent. Some communities historically can only achieve 80 percent man-
ning (general surgery, orthopedic surgery). The Officer Community Manager (OCM)
at Naval Personnel Command projects that 11 of 23 communities will fall below 90
percent manning by fiscal year 2007. The Center for Naval Analysis (CNA) report
“Physician Satisfaction Survey” documented that unobligated retention rates have
significantly decreased since fiscal year 1992, and that higher military-civilian pay-
gaps are associated with lower unobligated retention. Physicians leaving the service
cite increasing pay differentials with their civilian counterparts, along with other
dissatisfiers. The Center for Naval Analysis is conducting a 3-phase Health Profes-
sions’ Retention-Accession Incentives Study (HPRAIS) to provide a more indepth
analysis of the effectiveness of retention and accession initiatives. We are reviewing
the results of Phase 1 of this study and planning necessary actions.

About 94 percent of our Medical Corps officers, and hence specialists, enter the
Naval Service through the Uniformed Services University Health Services
(USUHS), the Armed Forces Health Professions Scholarship Program (AFHPSP)
and the Financial Assistance Program (FAP). Data suggests longer time in uni-
formed service prior to completing specialty training predicts longer service on ac-
tive duty as a specialist.

Applicant pool and funding determine whether USUHS, AFHPSP and FAP will
deliver sufficient numbers of appropriately qualified physicians. Total U.S. medical
school applications are down significantly, increasing the competition for the most
qualified applicants. Qualifications remain high for selectees for USUHS and
AFHPSP, but declining applicant numbers and quality are concerning. Of more im-
mediate concern is that funding for AFHPSP and FAP appears to be falling behind
rising program costs. Fiscal year 2001 recruiting goals for AFHPSP (320) and FAP
(51) required to meet future requirements may have to be revised downward be-
cause of funding limitations.

For the Dental Corps, we are beginning to experience degradation in our ability
to recruit and retain dental officers in the Navy. After a decade of being signifi-
cantly undermanned we were able to achieve full end strength in fiscal years 1999
and 2000. This was accomplished as a result of aggressive recruiting efforts, new
Health Professions Scholarship Program opportunities and legislative pay initiatives
from fiscal years 1997 and 1998. However, as of February 1, 2001 we are down to
97 percent of end-strength, a shortfall of approximately 40 Navy dentists. Data
available to us, such as a 44 percent increase in resignation requests from junior
officers over last year, indicates that this trend will worsen over the next 3-5 years
if there is no intervention.

The Navy Nurse Corps has met recruiting goals for the past 10 years. Higher
than expected retention rates over the past four years have kept recruiting targets
at manageable levels, even in the face of a developing nationwide nursing shortage.
As the shortage has worsened, nurse recruiters have increased efforts by using
Nurse Corps volunteers from active and reserve units who desire to help recruit
nurses into the Navy. The volunteers speak at high schools, nursing schools, and
professional nursing conferences. The accession bonus is critical to our efforts to re-
cruit nurses.

In the Medical Service Corps, we are currently on target to meet recruiting goals
in less than half our specialties. We have good recruiting success when we offer
scholarship and internship options, but funding only permits us to offer such options
to less than 20 percent of our recruits. Although optometrists, pharmacists, psy-
chologists and environmental health officers present the greatest challenges at
present, we are also having difficulty recruiting enough health care administrators,
audiologists, industrial hygienists, entomologists, and microbiologists. Although our
overall loss rate is about nine percent, our success varies greatly between special-
ties. Our licensed professionals and doctorate prepared specialties have rapidly in-
creasing educational debt loads and a substantial pay gap between the private sec-
tor, which are adversely affecting retention. Because we have been meeting the
greatest needs by offering educational incentives, we are recruiting, training, then
losing our experienced professionals to the private sector. This is leaving us with



309

limited experience or gaps of up to 20-45 percent in fields such as optometry, psy-
chology, pharmacy, and some advance health care administrator specialties.

For Hospital Corpsman and Dental Technicians, currently the U.S. Navy recruit-
ers can fill all quotas given to them. However the quotas given to the recruiters
have not been sufficient to fulfill our requirements. Numerous shortages exist in our
inventories impacting our peacetime and wartime capabilities. A plan was sub-
mitted to the Chief of Naval Personnel to increase enlisted accessions to recruit to
our requirements.

Question. Is the current special and incentive pay structure adequate to keep your
force manned?

Answer. Recruiting and retention are most difficult for the specialties where the
gap between military and civilian pay is highest. The Center for Naval Analysis
(CNA) report “Physician Satisfaction Survey” documented that inadequate pay was
the top reason for dissatisfaction with continued service. In a supplemental report,
“Comparison of Navy and Private-Sector Physicians’ Total Compensation, by Med-
ical Specialty,” CNA found that Navy physicians’ compensation is 2-56 percent
below comparable civilian compensation by specialty and similar career points.
While CNA also found total career compensation for 20-year retirement-eligible
Navy physicians who work in the private sector until age 65 comparable to civilian
physicians, 86 percent of physicians forego retirement eligibility to leave service
early for civilian practice with its higher salaries.

Data also shows that as the military-civilian pay gap increases, physicians with-
out remaining service obligation are more likely to leave service.

Calculated median retention by source of accession supports the notion that spe-
cialists exit early. Overall, the median length of non-obligated service for specialists
averages only 4.4 years. That average drops to 2.9 years when Uniformed Services
University accessions are excluded.

Median Lengths of Retention (in Median

years) from: Length of

Percent of Ac- +
End of Initial  hOn-obligated

Source of Entry cessions

Start of Active ; ; Service ! as a
Duty Ser\gggo%bll— Specialist

Uniformed Services University 12.8 17.5 10.5 9.0
AFHPSP—Direct Entry 56.7 8.5 4.5 4.0
AFHPSP—1 year delay 74 45 1.5 4.0
AFHPSP—NADDS 13.3 43 1.3 1.5
Direct Accession 3.8 6.0 4.0 4.0
Voluntary Reserve Recall 2.5 9.0 7.0 7.0
Financial Assistance Program 3.7 3.8 1.8 1.3
Weighted Average 8.5 4.6 44

I No obligation for initial service or training.
AFHPSP = Armed Forces Health Professions Scholarship Program.
NADDS = Navy Active Duty Delay for Specialty-training.

For Navy Dentistry, the current special pay structure is not adequate to keep it
fully manned. Two factors are the primary contributors to this. First, many of our
dentists, especially junior officers, suffer under crushing debt burdens. We are only
able to bring 60-70 percent of our new dentists onto active duty under the Health
Professions Scholarship Program meaning that the remainder typically have signifi-
cant educational loans. Servicing this debt burden, which frequently exceeds
$100,000, on a junior officer’s income is a distinct hardship. (Note—Educational loan
debts for dentists were highlighted during testimony before the Senate Finance
Committee on February 14, 2001) Secondly, there is a well established pay gap be-
tween military dentists and their civilian counterparts. In some instances this pay
gap is over 70 percent.

For the Nurse Corps, we believe not. Currently, only nurse practitioners, mid-
wives and nurse anesthetists receive any type of special pay for retention. Although
the existing special pays have been successful retention tools thus far; the civilian-
military pay gap in some fields continues to grow, most notably for the entry-level
certified nurse anesthetists. In order to more accurately gauge compensation gaps
for both generalist and advanced practice nurses, the Nurse Corps is included in the
Center for Naval Analyses study on Health Professions Retention/Accession Incen-
tives. Results of the study will provide a tool for future strategies. Further retention
bonuses and flexibility to use these bonuses may be needed to retain all types of
nurses as competition increases for the dwindling supply.
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For the Medical Service Corps, special pays have not been updated for over 10
years and some pays, such as optometry special pay have not been updated in 20
years. At its present rate of $100 per month, the optometry special pay no longer
assists with retention. Special pay and accession bonuses have recently been ap-
proved by Congress for pharmacists but have not yet been funded. Expansion of
educational debt repayment options could significantly benefit both recruitment and
retention.

For the Hospital Corpsmen and Dental Technicians, retention needs to remain a
priority and the best way we can accomplish this is to increase program dollars to
ensure that our enlisted communities receive additional special duty assignment
pays and reenlistment bonuses.

Question. Where do you have the most difficulty recruiting and retaining medical
professionals?

Answer. Recruiting and retention are most difficult for the specialties where the
gap between military and civilian pay is the highest.

Question. What specialties are most undermanned?

Answer. The most undermanned specialties currently are general surgery and all
surlgical subspecialties, orthopedic surgery, diagnostic radiology, anesthesiology and
urology.

Many of these specialties are critical wartime specialties and shortfalls could have
a negative impact on medical readiness. In a peacetime setting, we augment serv-
ices in these specialties by using civilian providers at a substantial cost to the MTF/
Military Health System.

The following military physician specialties are experiencing shortages within
Navy Medicine:

Percent manned

Surgical Critical CAre .........ccooiiiiiiiiiiiieie ettt 8.0
Adolescent Medicine ....... .. 30.8

Neurosurgery ............. .. 1185
General Surgery .. 77.0
Radiology .....ccccocvvvevneennne 81.0
Cardiothoracic Surgery ... .. 31.0
Gastroenterology ............. .. 86.0
Orthopedic Surgery .. 86.0
UTOLOZY ettt ettt sttt e s bt ettt et e bt et e bt satenbesatetesaeenenae 83.0

For the Dental Corps, the greatest retention challenges are for junior dental offi-
cers at the end of their initial active duty obligation and recently trained specialists
at the end of their active duty obligation for training. We are fortunate to have the
majority of our specialties manned at authorized levels. This is largely the result
of the Dental Officer Multi-year Retention Bonus. It should be noted that the obliga-
tion period for many of these bonus contracts expires October 1, 2002 and we antici-
pate a wave of resignations and retirements when this occurs. As always, recruiting
minority and female dental officers is problematic, but the subject of intense efforts.

The Navy Nurse Corps has the most difficulty recruiting Certified Registered
Nurse Anesthetists, and experienced perioperative; maternal-infant, psychiatric and
critical care nurses. Shortages in these specialties also exist in the civilian sector
where “sign-on” bonuses and generous salary packages make it very difficult to re-
cruit theses nurses into the military.

In the Medical Service Corps, we have not met recruiting goals for optometrists
for at least 10 years and are having difficulty retaining the ones we do recruit.
Other licensed clinical professionals such as pharmacists, and psychologists have
traditionally also been difficult to recruit and retain but we are having some recruit-
ing success with current scholarship and training incentives for these communities.
Retention continues to be an issue for psychologists however. Although optometrists,
pharmacists, psychologists and environmental health officers present the greatest
challenges at present in the Medical Service Corps, we are also having difficulty re-
cruiting enough health care administrators, audiologists, industrial hygienists, ento-
mologists, and microbiologists. Overall, the Medical Service Corps is well manned
at present but our concern is that increasing educational debts and civilian pay dis-
parities are causing both recruitment and retention problems which could rapidly
change our balance. The specialties most undermanned at present are optometrists,
biochemists, and some health care administrator subspecialties.

The most difficult area for recruiting in our enlisted community are the Morti-
cians. Unlike our other Navy Medicine enlisted members there is no Navy equiva-
lent school for this specialty so we have to recruit from the professional sector vice
recruit from within. Retaining Sailors in specialized areas such as Reconnaissance
Corpsman, Laboratory, Psychiatry, Respiratory, Physical Therapy and Surgical
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Technicians remains difficult. Increased special duty assignment pay and reenlist-
ment bonuses would not only enhance program management, but also retain and
attract our most talented Sailors.

QUESTIONS SUBMITTED BY SENATOR RICHARD C. SHELBY

Question. What is the status of demonstration projects that seek to address these
problems? Retiree and dependent access to military healthcare in remote areas has
become problematic. I know this is true in a number of areas, including rural areas
of Alabama. I would like to ask each of the members of panel one to comment on
DOD plans to meet the healthcare needs of military personnel, dependents and vet-
erans living in rural areas with no local access to military healthcare facilities.

Answer. Navy and Marine Corps personnel stationed 50 miles from a military
treatment facility are currently covered under a health care program called
TRICARE Prime Remote. This program, which started in 1996 and became effective
throughout the country on October 1, 1999, was developed to provide the “Prime”
benefit to eligible Active Duty Service Members in remote areas. Several surveys re-
ported widespread dissatisfaction among active duty members in remote areas in re-
gard to excessive travel time for medical care and claims processing delays. This
program has been expanded to cover Family members beginning October 2000.

We are aware that all of our beneficiaries do not live near military treatment fa-
cilities. The TRICARE Management Activity (TMA) and our Regional Lead Agents
monitor access to determine if providers are not seeing our beneficiaries. One indi-
cator we monitor is the physician participation rate. The most recent report shows
that physicians are participating in 96 percent of all TRICARE claims; that is, there
is no balance billing of beneficiaries on 96 percent of the claims filed under
TRICARE. This is an all time high level of physician acceptance of our payment
rates and billing procedures. In addition, TMA monitors the adequacies of the net-
works that the managed care support contractors are required to develop. When we
become aware of areas where providers do not accept Medicare or TRICARE, we
work with the Regional Lead Agent to provide options for care to the beneficiary.

We also have a number of partnerships with the Veteran’s Administration. Their
Hospitals are key members of our TRICARE networks. The Veterans Administra-
tion facilities also contribute greatly by caring for active duty patients with head
injuries for expeditious care and rehabilitation.

Even with the coverage of civilian provider networks, participating providers,
TRICARE Prime Remote, Veteran’s Administration facilities and Designated Pro-
viders there are still areas that we must station our active duty force where there
may be a paucity of services. We continue to identify these areas and work hard
to meet their needs and the needs of their families.

Question. The committee is aware that significant effort has been directed during
the past two years to analyze, understand and incorporate some commercial best
practices for administering prescription drug benefits. I would like to ask each of
the members of panel one to update the status of DOD’s review of commercial best
practices and DOD’s view on incorporating some of these practices for administering
prescription drug benefits.

Answer. Department of Defense (DOD) has incorporated or is in the process of in-
corporating several commercial best business practices aimed at providing a uni-
form, consistent and equitable pharmacy benefit while optimizing available re-
sources. A few are highlighted below:

—The Pharmacy Data Transaction Service (PDTS), developed and implemented
by TMA, is a centralized patient prescription profile that integrates prescription
data from all DOD direct care pharmacies, the National Mail Order Program
(NMOP), and the TRICARE Managed Care Support Contractors retail phar-
macy networks. The PDTS ensures that any prescription filled for a TRICARE
beneficiary is checked against all other prescriptions for that beneficiary. The
PDTS helps to assure that patients do not receive duplicate prescriptions or pre-
scriptions for drugs that interact negatively with other drugs. PDTS signifi-
cantly enhances the ability of the doctor and pharmacist to prevent medication
errors and provides DOD with aggregate prescription information that can be
used to assess and identify cost saving measures and enhance patient care deci-
sions.

—Restructured/simplified tiered pharmacy benefit copayments for use of the
NMOP and retail pharmacies (effective April 1, 2001) which closely mirrors co-
payment structures in the commercial best business practice of pharmacy.

—Continue to pursue joint ventures with Veterans Administration (VA) in the
areas of joint pharmaceutical contracts, where clinically appropriate.
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DOD/VHA are exploring the feasibility of utilizing VA’s Consolidated Mail Out-
patient Prescription System (CMOPS) to process refills generated through our direct
care pharmacies; alleviating congestion at MTF's and providing relief to understaffed
military pharmacies.

Question. Admiral Nelson, please provide me with an update on acute lung injury
research, which has been identified by the Committee as a focus area for the DOD
Medical Research programs.

Answer. Acute Lung Injury Research is a topic area in the fiscal year 2000 Con-
gressional language for the Peer Reviewed Medical Research Program. This program
is managed by the U.S. Army Medical Research and Materiel Command as part of
the Congressionally Directed Medical Research Program. For fiscal year 2000, there
were 20 proposals received for acute lung injury research. These proposals under-
went a two tiered review process, including scientific peer review and programmatic
review. None of the 20 proposals were selected for funding. Acute lung injury re-
search will also be a topic area for the fiscal year 2001 program.

The Naval Health Research Center Toxicology Detachment, at Wright-Patterson
Air Force Base, had animal model research into acute lung injury until this fiscal
year. Funding was not continued, and the research has ceased.

A study by the National Institute of Occupational Safety and Health (NIOSH) as-
sessed incidence of sarcoidosis among Navy enlisted personnel and suggested a rela-
tionship of sarcoidosis with assignment aboard aircraft carriers. Navy has initiated
a Congressionally-funded study through Navy Health Research Center to correlate
results of the NIOSH study with a pathologic review of tissue samples at the Armed
Forces Institute of Pathology taken from naval personnel during the 1960s and
1970s. While not a study of “acute” lung injury, this information may be of interest
as well. The study is in the very earliest stages, and no data are available.

QUESTIONS SUBMITTED BY SENATOR KAY BAILEY HUTCHISON
TRICARE BUSINESS PRACTICES

Question. Last year I asked if the amendment that provided for increased reim-
bursement levels for TRICARE was adequate, particularly in areas where our mili-
tary personnel could not get a provider to see them. I was told last year that we
had seen an improvement by all three Surgeons General. Additionally, reports from
Dr. Clinton’s office also say that providers and patients are happier, but I can tell
you though that is not the information that I am receiving form my constituents
to include patients and providers. May say they cannot locate a provider that will
accept TRICARE for the very reasons that we talked about before, inadequate reim-
bursement, delay in payment and inadequate fee structures that do not compare
with their civilian counterparts. Currently TRICARE reimbursement is at the 45
percent rate allowable, like MEDICARE reimbursement. It is my understanding
that under the old CHAMPUS program, providers were reimbursed at 80 percent.
An increasing number of MEDICARE providers are leaving networks because of this
low reimbursement rate.

Gentlemen is this adequate?

Answer. Through the Managed Care Support Contractors, the TRICARE Manage-
ment Activity (TMA) and our Regional Lead Agents we monitor access to determine
if providers are not seeing our beneficiaries. One indicator we monitor is the physi-
cian participation rate. The most recent report shows that physicians are partici-
pating in 96 percent of all TRICARE claims; that is, there is no balance billing of
beneficiaries on 96 percent of the claims filed under TRICARE. This is an all time
historically high level of physician acceptance of our payment rates and billing pro-
cedures. In addition, the TMA monitors the adequacies of the networks that the
managed care support contractors are required to develop. The contractors are re-
quired to provide to TMA and the Regional Lead Agents a quarterly report on the
status of the network and the activities they are taking to ensure that an adequate
number of providers, with space, are available for our beneficiaries.

Question. Will this impact the number of providers available to our over 65 year
old beneficiaries?

Answer. Because Medicare is the primary payer, because TRICARE’s reimburse-
ment rates are tied to Medicare’s rates, and because Medicare’s reimbursement
rates are widely accepted by physicians, we expect high levels of physician participa-
tion and access to needed health care services.

Question. In areas such as Dallas, which has approximately 100,000 beneficiaries,
and there is not a “military” medical treatment facility, how are we addressing
issues of access to providers?
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Answer. The managed care support contractor in Region 6, Health Net Federal
Services, is required under their contract to establish a TRICARE Prime network
in the Dallas-Ft. Worth area. The most recent network adequacy report documents
a strong network of primary and specialty care providers totaling over 1,900. Recent
surveys and contractually-required reports from Health Net Federal Services indi-
cate that access standards are being met, and 90 percent of the network providers
have open panels and are accepting new patients. Also, CMAC rates for 2001 in-
creased approximately 4 percent in the aggregate, while some “difficult to obtain”
specialties’ reimbursement rates were increased even more.

We also monitor physician participation in the TRICARE Standard program, and
are pleased to report that it is above 90 percent. By “participation”, we mean that
on 90 percent of all TRICARE claims filed for this area, there is no balance billing
of the beneficiaries.

Question. Some of my constituents are concerned about the quality of provider you
get when you reimburse at 45 percent as opposed to 80 percent. Are you offering
our soldiers and their families the best of the best medical care or second rate med-
ical care through TRICARE?

Answer. We always strive for and truly believe our beneficiaries deserve the best
of the best. Department of Defense’s reimbursement rates are established pursuant
to Section 1079(h)(1) of Chapter 55 of U.S.C. Title 10. This statutory provision states
that the TRICARE maximum physician payment amounts should be set at no more
then Medicare’s level of physician payments. We think that TRICARE maximum al-
lowable payment levels (known as the CMACs) are equal to about 58 percent of the
providers’ billed charges, not 45 percent. Due to provider network discounts, the ac-
tual payment levels are about 50 percent of billed charges. This is consistent with
many private insurance payers, who have established rate schedules that are con-
sidered reasonable even though actual payments are less than billed charges. The
inception of TRICARE marked the first time that defined networks of credentialed
providers were available to our beneficiaries. Prior to TRICARE, beneficiaries relied
on yellow pages and word of mouth for providers. Those providers that accept
TRICARE and are in our TRICARE Networks must meet tough requirements in our
credentialing process, as required by our contracts, before they can see our bene-
ficiaries. Network physicians are typically Board-certified. We believe the quality of
care through TRICARE is higher than ever before because of these credentialing re-
quirements.

é@uegtian. What do you believe are the key issues in attracting and retaining pro-
viders?

Answer. For Active Duty Physicians, the Center for Naval Analysis (CNA) report
“Physician Satisfaction Survey” prioritized the top reasons cited by physicians for
dissatisfaction with continued service:

—Insufficient Monetary Compensation.

—Inadequate Administrative and Technical Support.

—Devaluation of Clinical Excellence.

—Poor Business Practices.

—Decreasing Professional Growth Opportunities/Career Issues.

—Lack of Recognition and Value of Physician Contributions.

For the Dental Corps, the Health Professions Scholarship Program (HPSP) has
been the single most useful tool for attracting dentists to the Navy. We consistently
have 3 times as many applicants as we have scholarships to award. Unfortunately,
the dental 4-year HPSP scholarship has been in existence for a short period of time
and only accounts for approximately 60 percent of our new accessions each year. In
contrast, the Medical Corps attracts over 90 percent of new accessions with the
HPSP scholarship. Because of this, a significant percentage of our corps is still bur-
dened with the staggering debt accumulated during dental school (average debt >
$80,000). To retain these experienced, well-qualified dental officers, we will need to
dramatically increase both military pay and benefits. The pay disparity between
military and civilian dentists continues to grow as an on-going study by the Center
for Naval Analysis has demonstrated. Their findings indicate a “pay gap” ranging
from 24 percent to over 70 percent depending on time in practice/service and wheth-
er or not the individual is a general dentist or a specialist. When junior officers were
queried as to the amount of pay increase it would take to make them “likely to re-
main on active duty” the dollar amount exceeded $12,000 annually.

For the Nurse Corps, compensation is one factor and a powerful driver in a
nurse’s decision to enter or remain in the service. Other significant factors include
teamwork, opportunities for advanced education, promotion and quality of life
issues, including child care, housing, benefits, and workload.

In the Medical Service Corps, scholarship options, training opportunities and the
type of work experience and diversity we offer are key issues in both attracting and
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retaining providers. While these factors attract high caliber professionals to the
Navy, maintaining adequate pay comparability is critical to both recruitment and
retention.

Civilian TRICARE Network Providers

In reference to TRICARE network providers, the three major ingredients have
been and continue to be: (1) adequate reimbursement rates; (2) prompt payment of
claims; and (3) a reduction in the administrative requirements. The TRICARE Man-
agement Activity along with staff from each of the Surgeons General offices have
made great strides over the past year in improving prompt payment and reducing
administrative problems. Through these combined efforts, claims deferrals have de-
clined, over 100 pre-pay edits have been eliminated, the number of claims adjust-
ments have been reduced, and auto-adjudication rates have increased. Along with
TMA, Navy Medicine is continuing to look at additional ways of improving service
to our TRICARE network providers. Future improvements aim toward increasing
the ability to use Electronic Media Claims, In Office Adjudication processing which
would provide instant feedback to the provider and a number of internet applica-
tions for Claims Customer Service such as the one used by Palmetto Government
Benefit Administrators (myTRICARE.com) and claim submissions. There may al-
ways be a few areas of the country where the CMACs will be considered insufficient.
There are criteria for requesting waivers to CMAC rates where there is severe im-
pairment of access to health care as a result of our CMAC payment rates. However,
we continually monitor physician participation rates, and the latest report indicates
a 96 percent rate. That is, on 96 percent of TRICARE claims filed, there is no bal-
ance billing to the beneficiaries.

TRICARE FOR LIFE

Question. I can tell you that the TRICARE For Life is a most welcomed program
for those retirees that we made the promise to so many years ago. The 2001 Na-
tional Defense Authorization Act, calls for the implementation of the pharmacy ben-
efit on 1 April 2001 and the TRICARE For Life implementation 1 October 2001. A
concern that I have is the number of military retirees who never enrolled in Part
B of Medicare. This is a requirement of the new plan. An estimated 10 percent of
eligible military retirees in San Antonio never enrolled in Part B of Medicare. Medi-
care eligible retirees who turned down enrollment in Part B face a 10 percent pen-
alty on monthly premiums for every year they are past age 65 when they enroll.
For a 75 year old that would be $91 a month, twice as much as someone who en-
rolled at age 65.

Can you comment on your meetings with HCFA on identifying those who did not
enroll in B and what solution is needed to waive this penalty?

Answer. My staff has participated in several meetings, led by Health Affairs
(TRICARE Management Activity) staff, with HCFA staff. It is anticipated that De-
partment of Defense (DOD) will be conducting a data match with HCFA this sum-
mer that will identify those persons eligible for TRICARE for Life (who must have
Medicare Part B). This data match will also provide a list of those military retirees
and family members that do not have part B, thus would not be eligible for
TRICARE for Life. In reviewing the testimony provided by both DOD and HCFA,
we understand that a legislative action would be required to waive the penalties as-
sociated with a group of beneficiaries not choosing Medicare Part B when they
turned 65 and wanting to purchase it at a later date. I would support a legislative
\()ivaiver, because it would facilitate our ability to provide the full benefit this group

eserves.

Question. What marketing plan is planned to educate the over 65 retirees about
TRICARE for Life?

Answer. TRICARE Management Activity in conjunction with the military services
has created a detailed marketing and communication plan. The plan uses news re-
leases, web services, marketing materials, and letters and education briefings. Our
facilities have access to this information and we have incorporated the briefings into
our internal and external communications. TRICARE Management Activity is uti-
lizing all avenues to “get the word out about the TRICARE For Life program” Ex-
amples include their weekly meetings with the Military coalition, the mailing of 1.5
million copies of the Senior Pharmacy information trifold and an informative web
site that posts frequently asked questions and additional information. The Navy is
augmenting this plan with close collaboration among Bureau of Medicine and Sur-
gery, Bureau of Naval Personnel, the Deputy Chief of Staff for Manpower and Re-
serve Affairs, and Headquarters Marine Corps.

Question. Can you comment on how the implementation of TRICARE for Life will
impact your resources? (Physician contacts per year average 12 per year in those
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over 65 as compared to 4.6 per year in ages 15-44.) Days of Hospital Care per year
average 269 days of care per one thousand persons in those over 65 as compared
to 54.6 per one thousand persons in ages 15-44.)

Answer. We recognize that the 65+ beneficiary population consumes significantly
more resources than beneficiaries in other age groups. We welcome the opportunity
to provide additional care to these beneficiaries, but we have limited remaining ca-
pacity in our military treatment facilities (MTF). Our number one priority is the
health and well being of our active duty service members to ensure the operational
forces are ready to deploy and that our medical personnel maintain the skills nec-
essary to support the operational forces. Our plan is to provide as much care to 65+
beneficiaries as we can in the MTF's while balancing our workload to meet readiness
and graduate medical education requirements, and our commitment to our active
duty families and other retirees and their families. We will also rely heavily on
available private sector care, where Medicare is first payer and TRICARE will be
the second payer, to provide services not available in our MTFs. However, the Mili-
tary Health System’s ability to meet the health care needs of a greater percentage
of our beneficiary population is contingent upon full funding of our current require-
ments as well as those new benefits authorized by the Fiscal Year 2001 National
Defense Authorization Act.

Question. Gentlemen, will you be able to meet the goals of TRICARE for Life and
still be able to provide care to the active force based on your projected budgetary
guidelines?

Answer. At this time the Budget has not been submitted. Without that final prod-
uct it is difficult to state unequivocally that the budget does not have adequate
funding for TRICARE For Life (TFL). Our number one priority is the health and
welfare of our active duty service members. We must ensure that the operational
forces are medically ready to deploy, and that our medical personnel maintain the
skills necessary to support the operational forces. Therefore, we must maintain a
balanced workload in our military treatment facilities (MTF) that meets our needs
for readiness as well as graduate medical education, and our commitment to our ac-
tive duty families and other retirees and their families. We welcome the opportunity
to provide additional care to our 65+ population, but we have limited remaining
capacity in our military treatment facilities (MTF). Our MTFs cannot provide all
needed services for the over 1 million 65+ beneficiaries eligible for TRICARE for
Life. We are confident that the right combination of available MTF care coupled
with private sector care (where MEDICARE is first payer and TRICARE second)
will not only meet the needs of this population, but of Navy Medicine’s commitment
to readiness. However, the Military Health System’s ability to meet the health care
needs of our entire beneficiary population, including those 65+, remains contingent
upon full funding of our current requirements as well as those new benefits author-
ized by the Fiscal Year 2001 National Defense Authorization Act.

MEDICAL PERSONNEL

Question. Are you able to recruit the professionals you need to meet medical per-
sonnel requirements (Active and Reserve Components)? (All three services identify
recruiting and retention of nurses as an important shortfall).

Answer. Beginning in fiscal year 2003, the Navy Medical Corps will have a man-
ning shortfall. It is projected to worsen through fiscal year 2007 when overall reten-
tion of specialists is projected to drop below 90 percent. Virtually all specialties will
be affected, but critical wartime specialties will be most affected, i.e., general sur-
gery and surgical subspecialties, orthopedic surgery, anesthesiology, urology and di-
agnostic radiology. These are the specialties where the gap between military and ci-
vilian pay is highest.

The Navy Medical Corps is critically dependent on scholarship programs. 94 per-
cent of Navy physicians are products of the Uniformed Services University (12.8
percent), the Armed Forces Health Professions Scholarship Program (AFHPSP)
(77.4 percent) and the Financial Assistance Program (FAP) (3.7 percent). Funding
for AFHPSP and FAP appears to be falling behind rising costs. Fiscal year 2001 re-
cruiting goals for AFHPSP (320) and FAP (51) required to meet future requirements
are being revised downward because of funding limitations.

From the late 80’s until about 2 years ago, the Navy Dental Corps was consist-
ently unable to meet end-strength. Recently, due in large part to the successful use
of scholarships, we have been able to meet our recruiting goals for general dentists.
Because of the low monetary compensation, however, we have been unable to attract
specialists to the military. Additionally, future demographic trends indicate that we
will be competing with civilian opportunities for a decreasing pool of applicants.
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For the Nurse Corps, we are not able to recruit all the professionals we need. Al-
though we meet our recruiting goals in terms of numbers, we are not able to recruit
specialty nurses in the areas of perioperative, maternal-infant, critical care and
nurse anesthetists. Therefore we must train to these requirements once the nurses
join the Navy.

In the Medical Service Corps, we have good success recruiting to our scholarship
and internship opportunities. However, we offer no such incentives for over half our
new officer positions and in those cases, recruiting success varies tremendously be-
tween specialties. The optometry community has not met recruiting goals for over
ten years. Other licensed clinical professionals such as pharmacists, and psycholo-
gists have traditionally also been difficult to recruit and retain but we are having
some recruiting success with current scholarship and training incentives for these
communities. Although we historically have success in most of our specialties, right
now we are on target for this year’s recruiting goals in only half our specialties. The
Medical Service Corps Reserve Components are currently well manned and antici-
pating no shortages.

Navy Medicine’s enlisted member’s retention statistics compared to Navy Line
communities are slightly higher. The HM and DT communities have been above
U.S. Navy percentages in first, second and third term retention rates.

Current retention rates: 1st term HM/DT 52 percent—Line Navy 36 percent; 2nd
term HM/DT 51 percent—Line Navy 49 percent; and 3rd term HM /DT 52 percent—
Line Navy 48 percent.

Reserve Components

Based on overall manning levels versus funded reserve requirements, the Medical,
Dental and Medical Service Corps are accessing members at a level sufficient to
meet wartime requirements. However, the Nurse Corps is currently manned below
requirements. Reserve nurse shortfalls are predominately in the critical care areas.
The Naval Reserve offers incentive programs to nurses with critical care experience.

In addition, both the Medical Corps and Nurse Corps are experiencing attrition
that exceeds accessions rates. An in depth assessment of the four officers corps
shows there is a need to improve recruiting at the specialty level to meet skills re-
quirements. The most crucial area is the Hospital Corpsman rating. Current reserve
inventory is 62 percent of total requirements with an attrition rate that has exceed-
ed accessions for the past several years. The reserve Dental Technician Rating is
meeting reserve-recruiting requirements and is manned at 100 percent.

Question. Are medical professionals able to sustain their clinical skills at a high
level? (We have funded the Joint Trauma Training Center at Ben Taub, which is
a Tri-service program).

Answer. Peacetime case mix for general surgeons does not provide adequate expe-
rience with combat trauma injuries. The Joint Trauma Training Center (JTTC) at
Ben Taub provides one option for augmenting the peacetime clinical experience for
trauma surgeons. The training received has favorably impressed the Navy trauma
training coordinator, but one center alone cannot support trauma training for all
DOD general surgeons. There is a planned opening of a second center at Los Ange-
les County Medical Center in 2002, and the Air Force is planning on opening 2 addi-
tional centers. Four centers will hopefully provide sufficient training throughput. In
addition, training only surgeons in a JTCC/Ben Taub program does not provide com-
bat trauma training for the entire trauma surgical team. Broadening the program
scope to train trauma teams is a reasonable next step for project demonstration.

Peacetime caseload supports skill maintenance for most other specialties. Mainte-
nance of medical licenses and credentials is becoming increasingly tied to Con-
tinuing Medical Education (CME). The Center for Naval Analysis (CNA) report
“Physician Satisfaction Survey” listed decreasing professional growth opportunities
as one of the top reasons cited by physicians for dissatisfaction with continued serv-
ice. Licensure is considered a “requirement for employment,” and licensure fees are
excluded from reimbursement under U.S.C. The services can and do reimburse costs
for board certification, an important credentials item. Most board certificates are
now time limited, and renewal requires some combination of re-examination and/or
CME. The Navy funds one CME course per year as resources permit. Many mid-
level and senior physicians have credentials and board certifications in multiple
areas, and their positions require continuously maintaining all credentials and
board certifications. The fiscal strain on military health care funding has reduced
funding available for CME, resulting in significant constraints on CME opportuni-
ties. Civilian health care organizations use CME funding as a competitive recruiting
tool. Expanding and fencing funding support for CME may be a cost-effective option
to help medical professionals maintain clinical skills, update credentials and im-
prove retention.
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For Dental Corps, our general dentists have no problems maintaining their clin-
ical skills. Some specialists—for example, Oral and Maxillofacial Surgeons—who are
assigned to some operational platforms, such as aircraft carriers, do experience deg-
radation of their clinical skill levels.

For Nurse Corps, skill sustainment, particularly for wartime roles, is highly de-
pendent on the ability to use the skills in daily patient care delivery. Nurses at the
medium to large Navy treatment facilities develop and maintain skills at a high
level. Nurses rotate through the larger facilities on a periodic basis, which serves
as skill refresher training. Some treatment facilities with lower workload and acuity
levels send nurses to the civilian sector for skill maintenance, if there is no military
facility nearby for that purpose.

Medical Service Corps Officers and Navy Medicine Enlisted members are able to
maintain their operational and technical skills while performing their daily duties.

For the reserve components—The vast majority of Medical and Dental Corps re-
servists are practicing their specialty in the civilian community on a daily basis and
as a rule are very competent. The Medical Service Corps and Nurse Corps is a mix-
ture of practicing professionals and those who must supplement skills maintenance
via reserve weekend drills and annual training. Skills are monitored by the Central-
ized Credentials Review and Privileging Department (CCPD) based on the stand-
ards of the Joint Commission on Accreditation of Health Care Organization
(JCAHO). Those not able to sustain competence are no longer privileged to practice
as a member of the Naval Reserve. Sustainment of clinical skills for reserve Hos-
pital Corpsmen and Dental Technicians is a recognized issue that is currently being
addressed. Efforts are underway to enhance training in coordination with Hospital
Corps School and CNET. Recruiting policies are being reviewed to enhance the abil-
ity to access more clinically active individuals who possess required technical skills.

Question. Does the current medical structure meet military readiness and force
projection requirements?

Answer. In terms of total numbers of personnel, Navy Medicine can meet military
readiness and force projection requirements, however Navy Medicine does not have
the proper mix of specialties. Medical officer deficits exist in Internal Medicine, Or-
thopedics, and Surgical sub-specialties where General Medical Officers serve as sub-
stitutes. Other officer shortages exist in anesthesiology (anesthesiologists and nurse
anesthetists) and perioperative nurses. Enlisted personnel have shortages in avia-
tion physiology technicians and reconnaissance independent duty corpsmen.

Question. What have been the military medical requirements for the Balkans,
Southwest Asia, and other deployments?

Answer. The following list depicts the deployments (greater than 30 days) of Navy
Medicine assets. This list does not include organic assets forward deployed with
Carrier Battle Groups, Amphibious Ready Groups, long-term (permanent change of
station) assignments to shore facilities worldwide, or exercises (less than thirty days
and are part of the normal training cycle).

Task Force Medical Falcon in support of Kosovo Forces: 1 Nurse Anesthetist.

Medical Crisis Support Team—Bahrain: 1 General Surgeon, 1 Orthopedic Sur-
geon, 1 Anesthesiologist, 1 Operating Room Nurse, 1 Surgical Technician.

Kuwait Army Hospital (rotate with Army and Air Force): 1 General Surgeon, 1
Orthopedic Surgeon, 1 Anesthesiologist, 1 Operating Room Nurse, 1 Surgical Tech-
nician.

Provide Hope—Tblisi, Georgia (train local personnel on use of medical equipment
donated by the U.S.): 1 Family Practice Physician, 1 Primary Care Physician, 1 Op-
erating Room Nurse, 1 Surgical Technician, 6 Biomedical Repair Technicians, 7
General Duty Corpsmen.

Question. What is the impact?

Answer. There was minimal impact of these deployments on patient access to care
in the Medical Treatment Facilities (MTF). Drawing resources from several different
Navy MTFs for these deployments reduces the impact on any one Navy MTF. How-
ever, some workload does shift from the Navy MTFs to the more expensive civilian
network while military providers are deployed.

THIRD PARTY COLLECTIONS

Question. How does the third party collection system currently work with the
Military Medical Treatment Facilities?

Answer. The Third Party Collection Program (TPCP) is statutorily enabled to bill
health insurers and health benefit plans for medical care provided to family mem-
bers of active duty personnel, retirees, and retiree family members. The TPCP does
not cover active duty members. Claims are prepared based on the diagnostic related
group (DRG) coded in the patient’s record for inpatient care, much the same as in
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a non-government hospital. For outpatient services, a claim is prepared based on the
clinic that the patient visited in the Medical Treatment Facilities (MTFs). All De-
partment of Defense MTF's use this methodology. The MTF Billing Office sends the
claim to the health benefit plan and reimbursement is subject to the terms of the
plan purchased by the patient. When the MTF receives payment, funds are depos-
ited to the current year operating account of the MTF.

Question. What is the impact on Medical Treatment Facilities of providing the
medical services and collecting for those services (for example at Wilford Hall and
Brook Army Medical Center in San Antonio)?

Answer. Because Wilford Hall and Brook Army Medical Centers are not Navy
Medical Treatment Facilities (MTFs) we cannot comment on their Third Party Col-
lection Program (TPCP) operations. However, within Navy Medicine, the TPCP does
have a significant impact on the funding available to the MTF. Total Navy billings
for fiscal year 2000 were approximately $67 million while at the same time collec-
tions for fiscal year 2000 were $24.9 million. These third party collections are equiv-
alent to approximately 2 percent of the MTF operating budgets. At the MTF level
funds are used to directly supplement the operating budget of MTFs and Clinics.

Question. Is the money returned to the Medical Treatment Facilities that provided
the services?

Answer. The Bureau of Medicine and Surgery monitors billings and collections by
MTFs. Collections under the TPCP that are realized at the MTF remain at the
MTF. The fact that funding is left at the MTF level and does not become a “cor-
porate level” asset incentivizes the MTFs to pursue collections to the greatest legal
extent possible from the local level.

CIVILIAN HEALTH PERSONNEL RECRUITMENT

Question. In your testimony today you have noted problems maintaining enough
physicians in the military, are there specific issues or obstacles you face in reference
to hiring civilian physicians?

Answer. Yes. Hiring civilian physicians to cover shortfalls in military physicians
presents a two-sided problem.

(1) Based on Hay Group compensation data for salaried physicians employed by
group practices, HMOs and hospital-based practices, the average annual compensa-
tion for comparable civilian physicians would be $268,000. This is $86,000 more
than the average total annual compensation for uniformed physicians (CNA Report
“Comparison of Navy and Private-Sector Physicians’ Total Compensation By Med-
ical Specialty.”)

Outsourcing works when excess, lower cost labor is available and fixed-cost infra-
structure can be reduced or eliminated. Unfortunately, in most markets, civilian
physicians are a labor pool that is not in excess and commands higher salaries. In-
frastructure must be maintained, allowing no opportunity to reduced infrastructure
or fixed costs.

(2) Hiring civilian physicians increases dissatisfaction among military physicians.
In many cases, contract civilian physicians are exempted from after-hours call and
weekends watches. Civilian physicians have none of the military responsibilities or
ancillary duties of the military physicians, and are not liable for deployment. The
military physicians discern that they are paid substantially less for greater work-
load and responsibility.

Question. Are there similar problems hiring enough support staff for physicians?

Answer. Similar issues are probably germane for support staff. The Bureau of
Medicine and Surgery (BUMED) recently completed a staffing analysis addressing
clinical support staff assigned to each Primary Care Provider (PCP). BUMED has
determined that each PCP has 1.9 clinical support staff available. It is BUMED’s
goal to increase this ratio to the civilian levels of 3.5 support staff per provider. This
goal is also necessary to support DOD’s Military Health Systems (MHSs) Optimiza-
tion Plan, which will recapture workload from contractors.

QUESTIONS SUBMITTED BY SENATOR ERNEST F. HOLLINGS

Question. Under Congressionally Directed Medical Programs, is there on-going re-
search targeted on blood-related diseases such as leukemia or lymphoma? Is blood-
related disease research to be consistent with the mission of DOD medical research?

Answer. Congressionally Directed Medical Programs are managed by the U.S.
Army Medical Research and Materiel Command. Therefore, Navy defers to Army for
this response.

While not specifically under the Congressionally Directed Medical Programs, Navy
is involved in a study under the Congressionally Mandated DOD Coastal Cancer
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Control Program. This is a collaborative study between the Naval Health Research
Center and the Hollings Cancer Center, Medical University of South Carolina. This
study will determine the rate of leukemia in active-duty military personnel and
compare this rate with rates for the general U.S. population. Risk of leukemia by
occupation within the DOD will also be studied.

Cancer studies and studies of other blood-related diseases in active-duty personnel
are consistent with the mission of DOD medical research to help ensure a fit and
healthy force.

Question. Has any work been done to identify the occurrence rate or prevalence
of bgood-related diseases resulting from environmental exposure in the theater of
war?

Answer. Three research efforts by Navy Research Health Center workers have ad-
dressed blood-related diseases in veterans of the Gulf War. These articles address
numerous disease categories, including “neoplasms” and “blood diseases”. Articles in
the peer-reviewed literature resulting from these studies include:

—Gray GC, Smith TC, Knoke JD, Heller JM. The postwar hospitalization experi-

ence of Gulf War veterans possibly exposed to chemical munitions destruction
at Khamisiyah, Iraq. American Journal of Epidemiology, 1999, Volume 150,
pages 532-540.

—Gray GC, Smith TC, Kang HK, Knoke JD. Are Gulf War veterans suffering
war-related illnesses? Federal and civilian hospitalizations examined, June 1991
1(;;03 D7e1cember 1994. American Journal of Epidemiology, 2000, Volume 150, pages

—Gray GC, Coate BD, Anderson CM, Kang HK, Berg SW, Wignall FS, Knoke JD,
Barrett-Connor E. The postwar hospitalization experience of U.S. veterans of
the Persian Gulf War. New England Journal of Medicine, 1996, Volume 335,
pages 1505-1513.

The first-listed study addresses possible exposure to chemical munitions destruc-
tion, which is a form of “environmental exposure”. In these studies, a link between
deployment to the Persian Gulf and later development of “neoplasms” and “blood
diseases” was not established.

Question. The National Academy of Sciences and the Institute of Medicine issued
a report in January which made recommendations to the Department of Defense
about improving the health of soldiers deployed to the theater of war. The Insti-
tute’s recommendations are compelling and, if implemented, would make a strong
commitment to the health of American troops. Are you familiar with the Commit-
tee’s recommendations? Do any of the individual services, or the Department of De-
fense, have implementation plans for the any of the Committee’s recommendations?
If not, why not?

Answer. Navy Medicine considers protecting the health of deployed personnel to
be a high priority. Navy is working with the other Services, through the Joint Pre-
ventive Medicine Policy Group, to complete work on the Joint Service Instruction
on Deployment Health Surveillance and Protection. This document will provide
Service implementation policy for Department of Defense Instruction 6490.3, Imple-
mentation and Application of Joint Medical Surveillance for Deployments, and will
address many of the concerns of the Institute of Medicine Report. It is anticipated
that the draft instruction will be ready for final coordination by June 1, 2001.

Navy Environmental Health Center has published Technical Manual NEHC-TM
PM 6490.1 (September 2000), titled Implementing Guidance for Deployment Health
Surveillance. While this document is non-directive, it serves as interim guidance
pending release of the Joint Service Instruction on Deployment Health Surveillance
and Protection.

Navy is developing four Forward Deployable Preventive Medicine Units to provide
specialized field capabilities in Epidemiology, Health Surveillance, Preventive and
Occupational Medicine, Risk Communication, Environmental Health, Vector Con-
trol, Microbiology, and Industrial Hygiene (including environmental sampling).
These Units will be rapidly deployable and mission specific (task-organized), so
operational commanders will have a tailored functional unit available in the theater
of operation. FD-PMUs are expected to come on line during fiscal year 2002 through
2005, and will make significant contributions to many of the recommendations in
the Institute of Medicine Report.

Question. Vice Admiral Nelson, in the testimony you provided to the Committee
you stated that the Navy is committed to optimizing the health care services it pro-
vides. You mentioned the Navy completed an analysis of its direct care system and
found that many of the Treatment facilities were not optimally staffed or were not
functioning at optimal levels. Is the Charleston Naval Hospital functioning at an op-
timal level? If not, will you comment on the challenges facing the Charleston Naval
Hospital in providing services to the Charleston metropolitan area? How will the
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changes1 ;;0 the TRICARE system affect services being provided at Charleston Naval
Hospital?

Answer. Over the last 3 years Charleston Naval Hospital has been one of the
Navy’s leaders in re-engineering for optimization. With the help of Palmetto Govern-
ment Benefits Administrators (PGBA) we formed a model partnership with the Tri-
dent Hospital System for inpatient services. We seamlessly integrated the over
4,000 Navy Nuclear Power Training Command personnel into receiving health care
services as that Command moved from Orlando, FL to Charleston. We increased ac-
cess and beneficiary satisfaction through the implementation of a new appointment
and scheduling system. The hospital has earned both the DOD access award, as
ngdged by responses of beneficiaries and the Federal Executive Association’s Team

ward.

Changes to the TRICARE system will require some adjustments of the services
that are currently delivered to the over 65 population in the Charleston area but
the impact should be minimal. In fact, there have historically been 1,500 to 2,000
over 65 beneficiaries empanelled at Charleston. Most of these beneficiaries were pa-
tients during the time the Family Practice training program was open. The hospital
has continued to provide this population with primary care and outpatient specialty
services. Naval Hospital Charleston will continue to do so. TRICARE for Life pro-
vides our very important beneficiaries with an excellent benefit for which Naval
Hospital Charleston will do their part.

The current facility was constructed in 1973 and is configured as a general hos-
pital for a population far in excess of the current beneficiary population in Charles-
ton. A new ambulatory care “super-clinic” if constructed at the Naval Weapons Sta-
tion, Charleston, in proximity to the Navy Nuclear Power Training Command,
would optimize outpatient care delivery to our current beneficiaries.

QUESTIONS SUBMITTED TO LT. GEN. PAUL K. CARLTON

QUESTIONS SUBMITTED BY SENATOR TED STEVENS
FISCAL YEAR 2000 SUPPLEMENTAL

Question. How much relief has your direct care system received from the fiscal
year 2000 Emergency Supplemental?

Answer. The fiscal year 2000 Emergency Supplemental provided funds for several
different years, though most went against fiscal year 2000—2001 requirements. The
Air Force Medical Service (AFMS) received $37.8 million of the $148.1 million,
which was used to fund fiscal year 2000 direct care requirements. None of the sup-
plemental was used to fund fiscal year 2001 direct care requirements.

Question. What happens when your MTFs are the first to pay the bills, or the last
to receive any funding relief?

Answer. There is absolutely no flex in today’s funding levels. Every dollar in-
tended for the direct care system that is directed elsewhere comes at the expense
of our facilities’ infrastructure, medical equipment, and supplies necessary to pro-
vide direct patient care.

CURRENT YEAR DHP FUNDING SHORTFALLS

Question. Do you have enough funds to fully execute your fiscal year 2001 pro-
gram? Where are your shortfalls?

Answer. The Defense Health Program (DHP) is experiencing a $1.4 billion short-
fall. The AFMS’ share is $158 million. These shortfalls do not include $72.5 million
in unfunded fact-of-life requirements such as pharmacy growth, skyrocketing fuel
costs, and Air Evac overruns based both on fuel costs and increased flying hour
costs. Another $37 million was recently advanced from our 4th quarter funding line
to pay for requirements driven by the Fiscal Year 2001 National Defense Authoriza-
tion Act. We are concerned about these shortfalls and are working with our line and
department leadership to resolve them. Current funding levels will lead to a signifi-
cant impact on direct care services in early July 2001. If we are not able to continue
current levels of service, patients will be referred to the civilian sector, at a higher
cost to the government. We will potentially see this pattern reflected in higher pri-
vate sector care bills in the out-years.

Question. Is your direct care system fully funded in fiscal year 2001? How will
your fiscal year 2001 shortfalls impact delivery of care in your hospitals and clinics?

Answer. The DHP is experiencing a $1.4 billion shortfall. The AFMS’ share is
$158 million. These shortfalls do not include $72.5 million in unfunded fact-of-life
requirements such as pharmacy growth, skyrocketing fuel costs, and Air Evac over-
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runs based both on fuel costs and increased flying hour costs. Another $37 million
was recently advanced from our 4th quarter funding line to pay for requirements
driven by the Fiscal Year 2001 National Defense Authorization Act. We are con-
cerned about these shortfalls and are working with our line and department leader-
ship to resolve them. Current funding levels will lead to a significant impact on di-
rect care services in early July 2001. If we are not able to continue current levels
of service, patients will be referred to the civilian sector, at a higher cost to the gov-
ernment. We will potentially see this pattern reflected in higher private sector care
bills in the out-years.

TRICARE FOR LIFE

Question. To arrive at a cost for “Tricare for Life”, has DOD used accurate as-
sumptions for medical and pharmacy inflation rates?

Answer. Per the TRICARE Management Activity (TMA), DOD calculated the TFL
cost estimates for fiscal year 2002 based on the most current inflation rates avail-
able. These rates are consistent with the recent Congressional Budget Office (CBO)
testimony before the Committee on Ways and Means, Subcommittee on Health, on
March 27, 2001. The Department assumed a 15 percent total cost growth for phar-
macy between fiscal year 2001 and fiscal year 2002 (approximately 10 percent infla-
tion and 4.5 percent increased utilization). DOD assumed a 4 percent cost growth
for TRICARE benefits not covered by Medicare and as second payer to Medicare
(beneficiary coinsurance and deductible).

Question. On October 1st where do you believe retirees will go for their new ben-
efit to the MTF or in the network?

Answer. TRICARE For Life is an exciting step towards restoring the promise
made to these great American patriots by opening the doors of our military treat-
ment facilities (MTFs) and welcoming them back into the military family.

Approximately 40 percent of all Medicare-eligible military retirees and their fami-
lies do not live near an MTF and will initially utilize providers who accept assign-
ment from Medicare, with TRICARE as the second payer. The Air Force is working
closely with the TRICARE Management Activity (TMA) to partner with the Health
Care Financing Administration (HCFA) to expand options for these men and
women, including forming Employee Health Benefit Plans.

There are approximately 377,000 Medicare-eligible beneficiaries who live near an
AF MTF. A survey performed by the TRICARE Management Activity (TMA) in Jan-
uary, 2001 confirmed that those who currently use an MTF for at least some of their
medical care are likely to continue to do so. At this time, we are unable to reliably
predict what level of care they will expect to receive at an MTF, versus from a civil-
ian provider who accepts assignment from Medicare. At a recent pilot program for
Medicare-eligible beneficiaries in Florida, approximately 30 percent of those who
lived near the MTF asked to enroll in the program. As faithful stewards of our tax-
payers’ dollars, I firmly believe that we must provide as much of their care as pos-
sible within our MTFs. I also clearly recognize that if we cannot provide service that
meets their expectations, they will seek care in the community at significantly
greater cost to the government. We have one opportunity to succeed; failure to accu-
rately resource our healthcare system to provide this level of care will ultimately
drive higher costs through Medicare and a less robust and ready military healthcare
system. Continued underfunding of the direct care system at the expense of our
managed care support contracts threatens not only our ability to provide com-
prehensive care for the men and women affected by this new benefit, but also for
current TRICARE beneficiaries.

In those areas with large, integrated MTFs, we would like to offer beneficiaries
a TRICARE Senior Prime-like option after further negotiations with HCFA. At me-
dium-sized Air Force facilities, we are working to deploy a program similar to the
demonstration program at MacDill AFB that has been so well received by bene-
ficiaries in that area. Some of the smallest MTFs do not have the staff or resources
to meet the healthcare needs of our older retirees, and we anticipate partnering
closely with HCFA to ensure that these men and women receive the care they need
with TRICARE as the second payer.

Question. If the retirees go to your MTFs, is your system ready and funded for
the new workload?

Answer. Air Force military treatment facilities (MTF's) are eager to welcome these
great American patriots back to the military family. The men and women of the Air
Force Medical Service are working hard to provide high-quality, cost effective care
to as many beneficiaries as possible with the resources currently available.

We will need full funding of our current requirements, as well as resources to pro-
vide additional care. No MTF currently has sufficient resources to provide all nec-
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essary care for all Medicare-eligible beneficiaries who live near the MTF. Because
the accrual fund will not provide any funding in fiscal year 2002, we are carefully
considering options to fund care for Medicare-eligible beneficiaries, while maintain-
ing our commitment to provide excellent healthcare to our fighting force and our
current TRICARE Prime beneficiaries. The impact of the recent global settlement
on the direct care system’s ability to continue even its current level of effort over
the next 6 months is unclear. As previously stated, we estimate that the annual
costs of implementing these new benefits will range from $4.1 billion in the first
year to $6 billion per year in later years. No amount of increased efficiency in our
system will allow us to reallocate sufficient resources to meet this challenge.

FULL FUNDING OF THE DEFENSE HEALTH PROGRAM (DHP)

Question. Is your DHP funding stable and predictable? If not, how does that insta-
bility impact your healthcare system?

Answer. Yes, our funding levels are relatively stable and are projected out over
the future years defense plan (FYDP). These projected levels, though greatly im-
proved after OUSD(C) input, still do not adequately address the medical inflation
issue, especially regarding pharmaceutical cost increases. Additionally, the direct
care portion is at risk due to cost increases in the MILPERS account and private
sector care. Given the extremely tight budgets, we have no ability to handle execu-
tion-year changes (such as we have seen this year with skyrocketing fuel prices and
increasing pharmaceutical growth) within existing funds. So, although the funding
is stable and predictable, it continues to be inadequate.

Question. Has the DHP budget accurately forecast “cost savings” and “effi-
ciencies?” Have these savings materialized? Have you had a loss in buying power
over the years?

Answer. The Air Force Medical Service (AFMS) feels we have accurately predicted
cost savings and efficiencies for those programs we are able to control and to which
we have had input (for example, our fiscal year 2000 initiative regarding Medical
Center optimization). Projected cost savings and efficiency programs that are levied
upon us are often less realistic. In my opinion, little to no savings have been real-
ized by these levied programs (for example, the savings that was supposed to be
saved by consolidating the Lead Agents—the consolidation never occurred; however,
projected savings were subtracted from the budget). The Office of the Undersecre-
tary of Defense Comptroller, OUSD(C) has assisted, with some limited success, in
regaining these dollars.

The “buying power” is fairly difficult to answer quantitatively, due to medical ben-
efit changes, population changes, and restructuring/rightsizing in the AFMS. How-
ever, looking at the Consumer Price Index for “U.S. City Average, Medical care, All
Urban Consumers,” we see that medical inflation since 1992 has been 137 percent.
Based on our actual fiscal year 2000 funding, the AFMS has approximately 27 per-
cent less buying power today than we did in 1992. We estimate that our actual delta
between dollars received (in fiscal year 2000) and dollars required, per this index,
is about 7.35 percent, or $239 million.

VENTURE CAPITAL FOR THE DIRECT CARE SYSTEM

Question. Please tell us about your plans to make your hospitals and clinics more
productive.

Answer. The Air Force Medical Service (AFMS) has been a leader among the
Services in its efforts to make Military Treatment Facilities (MTFs) the most effi-
cient operations possible. One example is the Primary Care Optimization (PCO) ini-
tiative in which the AFMS is already experiencing some very encouraging results.
PCO maximizes a provider’s ability to care for patients by providing appropriate
support staff, facilities, equipment and systems.

Re-capitalization of our infrastructure and equipment has suffered the last several
years as a result of inadequate and/or suppressed funding. Our re-capitalization
plan attempts to restore our Real Property Maintenance (RPM) and equipment ac-
counts so we may continue to provide quality health care with state-of-the-art equip-
ment in a functional and safe environment. Additional funding for RPM, military
construction (MILCON), Information Management/Information technology, and med-
ical investment/expense equipment would need to be phased in over several years.
For example, the lead-time for MILCON is such that the first wave of re-capitaliza-
tion funds will not be needed until fiscal year 2005.

Question. Do funding constraints keep you from optimizing your system? Would
a “venture capital” fund, or a “Surgeon General’s Investment and Initiative Fund”
allow you to operate your system more smartly and at less expense?
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Answer. Funding constraints limit our optimization efforts. When we are forced
to function year to year (rather like living paycheck to paycheck), we are unable to
optimally plan out-year facility maintenance and upgrade projects, medical equip-
ment buys, adaptations to changes in medical care delivery, etc. Sometimes we do
not make the most effective use of our funds, specifically, when funds come all at
once at the end of the year. In such situations, funds go toward valid projects of
opportunity that are not our highest priorities because our highest priorities have
phasing and milestones that prevent their execution by the end of the fiscal year.
Additionally, the project tends to cost more than if we had been able to properly
plan for/spend those dollars.

A venture capital fund needs to be considered. Such a fund should provide near
term flexibility for unexpected requirements in the budget/execution year and inno-
vative projects where a positive return has been determined.

Question. If such a fund were established, please explain how the “best business
case” approach would be used to identify, select and fund projects.

Answer. All proposed “draws” on the fund require a business case analysis. A tri-
service process and forum, consistent with current processes/forums, could be easily
adapted to accommodate venture capital projects. It’s imperative that approval of
fund withdrawals be a joint decision, i.e., no single Service or agency has the au-
thority to approve “takes” from the fund.

ORGANIZATIONAL REFORM

Question. Would the creation of a “Joint Medical Command” or a “USMEDCOM”
remedy some of the problems experienced with DOD medical programs?

Answer. Reorganization for the sake of reorganization is not a solution. It is not
clear to me how an organizational change to the Military Health System will solve
the current fiscal crisis or necessarily be more efficient. The current fiscal problems
we have are a result of four factors: poor financial modeling, unrealistic inflation
estimates, run away contract costs, and changes to the benefit.

I am concerned that a USMEDCOM is being looked at solely as the mechanism
to manage cost as opposed to managing the proper balance between benefit and
readiness. We need to strike the right balance of interdependency between benefit
and readiness in light of each service’s unique culture and doctrine, otherwise, we
will dilute readiness.

While we don’t believe a USMEDCOM will solve our funding problems, we do
need centralized management of the Military Healthcare System with a focus on
business aspects and readiness. This could be accomplished by minor realignment
of responsibilities and putting more bite into components of the current structure
such as the Defense Medical Oversight Committee (DMOC). Establishing a direct
link from the DMOC to the Secretary of Defense (SECDEF) and Joint Chiefs of Staff
(JCS), which does not exist in the current construct, would serve to facilitate the
cross service coordination, optimization, and accountability we need.

Question. Is there clean authority and accountability in the DOD medical pro-
grams today? Would a “USMEDCOM?” foster better lines of responsibility for DOD
medical programs?

Answer. Accountability for medical costs requires dual efforts. The Defense Health
Program (DHP) 