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Abstract
In 1956 Congress enacted the Civilian Health and Medical
Program of the Uniformed Services (CHAMPUS) in order to
improve health care for military dependents and retirees by
supplementing the Military Treatment Facility (MTF) with
civilian health services. In 1988, as a result of
tremendous increases in CHAMPUS costs, a number of
modifications to the CHAMPUS program were authorized on a
demonstration basis. For selected MTFs located in Europe,
Congress authorized a program called the U.S. European
Command After Hours Demonstration Project (EUCOM
Demonstration) which allows outlying health clinics to
negotiate agreements with host nation medical facilities
for acute medical care during specified hours of the day.
The success of this project has resulted in recommendations
to make it a permanent program. Moreover, plans are being
made at the 7" MEDCOM to request that Congress extend the
project to include routine health care in remote sites
which have no outpatient health clinics. Other outpatient
care options available in Europe include the
Military-Civilian Health Services Partnership Program and
the traditional CHAMPUS program. With the ongoing drawdown
of troops in Europe, selecting the most appropriate source

of outpatient care has become a priority for
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decision-makers. In an attempt to contribute to this
management issue, the present study consists of an
evaluation of four sources of outpatient care available in
the Frankfurt Medical Department Activity. Three
evaluation criteria were utilized in the analysis: cost,
accessibility and acceptability of care. A cost analysis
and a patient satisfaction survey were conducted. Final
outcomes were input into a decision matrix and a multiple-
criteria decision analysis was conducted. Conclusions and

recommendations were provided.
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CHAPTER I
INTRODUCTION
Conditions Which Prompted the Study

In 1956 Congress enacted what is now known as the
Civilian Health and Medical Program of the Uniformed
Services (CHAMPUS). The intent was to improve health care
for military dependents and retirees by supplementing the
Military Treatment Facility (MTF) with civilian health
services. Prior to that time these beneficiaries received
care in MTF’s on a space-available basis. CHAMPUS is a
cost-sharing health benefits payment program. Medicare
eligibles, including retirees, and active duty members of
the Armed Forces are not covered under CHAMPUS (Leahy and
Mouritsen, 1990).

Since its inception there have been several problems
associated with CHAMPUS. From the perspective of CHAMPUS
beneficiaries, these problems include dissatisfaction with
coverage limitations, cost-sharing requirements, and the
bureaucratic complexity of the program. From the
perspective of Congress, the last five years have fostered
a growing concern with the increase in costs for providing
this care.

CHAMPUS has a long history of steadily increasing
costs. As reported by the Office of the Civilian Health

and Medical Program of the Uniform Services (OCHAMPUS),
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expenditures for the program escalated from $1.3 billion in
1983 to $2.4 billion in 1987 (OCHAMPUS 1,7). For Fiscal
Year 1986 (FY86) to FY87 alone, there was a one year growth
of 30.3% in expenditures. The annual average increase was
17.4% during the period 1980-1986. Between 1986 and 1987,
there was a cost increase in excess of 50% (OCHAMPUS 1,7).
In 1987, as a result of these alarming increases, the
Department of Defense (DoD) proposed a set of modifications
to CHAMPUS and in 1988 Congress authorized a number of
demonstration projects.

According to the "Report to Congress on CHAMPUS
Demonstration Projects", DoD’s focus on developing workable
CHAMPUS reforms has had three principle objectives:
contain costs, enhance services and improve coordination
(OASD-HA,1). Two major projects are the CHAMPUS Reform
Initiative (CRI) and the Catchment Area Management Program
(CAM). The CRT involves setting up preferred provider
networks that provide health care services at lower costs
for network users due to larger volume. Expanded
utilization management and quality assurance programs are
key features of the CRI. The CAM project gives a military
hospital commander control over the purchase of health care
services, to include CHAMPUS, for beneficiaries within his
or her catchment area (Badgett, 1990). To date, neither of

these trial programs are available in Europe.
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However, another CHAMPUS reform initiative, the
Military-Civilian Health Services Partnership Program, is
available in Europe. This program is applicable when the
MTF is unable to provide sufficient health care services
for CHAMPUS beneficiaries using their own assigned
resources (CHAMPUS Policy Manual 6010.47-M, 4.1.2.). When
enrolled in this program, MTF commanders are authorized to
negotiate Internal Partnership Agreements with local
providers and institutions as a means of minimizing total
government cost. The MTF commander provides MTF clinic
space, support personnel, equipment, and ancillary services
in support of a Partnership provider’s practice. MTF
commanders are responsible for ensuring that participating
civilian providers meet credentialing, licensure, and
quality review standards (7' MEDCOM Policy Memo No. 40-21-
31, Implementation of Military-Civilian Health Services
Partnership Program).

Internal Partnership Agreements allow CHAMPUS
providers to provide care to CHAMPUS eligible beneficiaries
in the premises of military treatment facilities and
eliminate the requirement for the CHAMPUS deductible and
copayment. This option provides an opportunity for cost
savings by providing CHAMPUS care in the less expensive
military setting, and also increases availability of

services in MTFs (OASD-HA, 3). According to 7" MEDCOM
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policy letter (1990), MTF Commanders are responsible for
conducting an economic analysis to determine if use of the
Partnership Program is more economical to the government
than referral to the civilian community under the normal
CHAMPUS program (7*" MEDCOM Policy Memo No. 40-21-31,
Implementation of Military-Civilian Health Services
Partnership Program). Such analysis requires a cost
comparison between local rates and proposed Partnership
provider costs.

Although MTF Commanders in Europe utilize the
traditional CHAMPUS program as well as the Partnership
program, these Commanders experience some unique
difficulties relative to availability, access and cost of
health care. With regard to availability, military
installations in Europe are limited in size due to
restrictions under Host Nation agreements. This causes a
dispersion of service members and their families in
relatively small communities throu.hout the command, unlike
the large concentrations of service members and their
families in United States military communities. The
result, for health care purposes, is the creation of a
large number of small outpatient facilities designed to
serve the routine primary outpatient care needs of each
community (7" MEDCOM, EUCOM Demonstration Project for

Outlying Health Clinics, 1989).
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Since these facilities are staffed according to the
size of the community served, many are assigned only one to
three primary care physicians. However, the JCAHO Level
III Emergency Care Standards for Ambulatory Patient Care
Facilities require at least one physician to be available
to the emergency care area within approximately 30 minutes
through a medical staff call roster (Accreditation Manual
for Hospitals, 1992). Given current resourcing
limitations, it is usually not possible to meet this
requirement at remote health clinics on a 24 hour basis.
Congress addressed these issues by approving a program
known as the U.S. European Command After Hours Emergency
Care Demonstration Project (EUCOM Demonstration).

The EUCOM Demonstration Project is only available at
selected locations. Military health clinics that have been
selected lack the medical resources to operate 24 hours a
day. They are normally located more than 20 miles or 30
minutes from a fully equipped 24-hour service military
hospital and are usually within five miles of a 500-1,000
bed local national comprehensive community hospital that
offers 24-hour-per-day medical care with local national
physicians on-site, supporting paramedical staff and full
ancillary services (7" MEDCOM, EUCOM Demonstration Project

for Outlying Clinics, 1989).
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Commanders of the selected military health clinics are
authorized to negotiate agreements with their local host
nation medical facility to provide after-hours, CHAMPUS
authorized acute medical care to active duty service
members and their families. Under the EUCOM Demonstration
project, the 20% copayment normally associated with CHAMPUS
is eliminated. The project provides total financial
coverage for emergency (acute) care of these beneficiaries
at a designated host nation medical facility after the
normal operating hours of the MTF. While the EUCOM
Demonstration agreements include active duty personnel for
the same acute care coverage, separate funding procedures
are used to account for and process payment for their care.
In these agreements, acute care is defined as "that care
required to alleviate a medical, surgical or psychological
condition which is of such a nature that treatment cannot
be deferred until the next time the military clinic is
scheduled to be open" (7" MEDCOM Memorandum, dtd 20 Feb
91, AEMCL-APC, Subject: European Command After-Hours
Emergency Care for Active duty Family Members Demonstration
Project).

In accordance with DoD guidelines issued on 23 Oct 87,
MTF Commanders have entered into agreements with host
nation medical facilities. At present, 36 military

communities are utilizing the program in Germany, Italy,




Outpatient Care Alternatives

7

Spain and the Netherlands. Each must prepare and submit a
written monthly report to the 7t" MEDCOM EUCOM
Demonstration Project Officer. The report contains
statistics which enable the Project Officer to conduct a
quarterly cost benefit analysis. A Quarterly Progress
Report for the EUCOM Demonstration Project is then
forwarded to DoD Health Affairs. The project was
initially approved for one year, with two option years,
based on the evaluation of the project. This time period
has now been extended to 30 Sep 1992.

The hypothesis for the EUCOM demonstration is as
follows: The provision of after-hours-acute outpatient
medical care to active duty family members at selected
sites, through the use of specified local national
comprehensive acute care community hospitals, can be
effectively accomplished at the same or higher level of
quality, and at a lower per unit cost to the U.S.
government (than providing that same care through the
existing military outpatient facilities), even with the
elimination of the legislatively mandated CHAMPUS cost
share (7" MEDCOM, Executive Summary, EUCOM Demonstration
Project for Outlying Health Clinics (1987).

Thus far, reported data indicates that the EUCOM
Demonstration project is a success. Access to after-hours

emergency care at remote sites is available and, according
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to quarterly reports, the average cost of such care (per
visit) is lower than the cost of providing that 24-hour
care through either the traditional CHAMPUS program or the
MTF. The past two quarterly reports have included
recommendations from the Command Surgeon, European Command,
to make the project a permanently legislated program (7%
MEDCOM, Quarterly Reports on the EUCOM Demonstration
Project, AEAMD-APC, FY91). Current regulations limit the
project to acute care in those communities that have
existing small health clinics that are distant from U.S.
hospitals. Areas with no military clinics must now use
host nation facilities and be reimbursed with CHAMPUS
Supplemental Care funds or embassy funds. Recently, a
proposal was made to extend the EUCOM Demonstration program
to include routine health care at remote sites which have
no outpatient health clinic at all. This proposal is being
referred to as the CHAMPUS Demonstration Project for
Routine Health Care in Remote Sites.

The continued presence of U.S. troops in Europe is
difficult to forecast due to the rapidly changing political
climate in the Commonwealth of Independent States, the
Middle East, and Central Europe. 1In the past two years,
unprecedented political change has occurred in these
regions resulting in a recent change of strategy for the

U.S. military with regard to the mission in Europe.
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According to current plans a rapid drawdown of forces in
Europe will occur during the next three years, resulting in
a much smaller American military presence in Europe.
Consequently, the requirement for U.S. Army medical support
in Europe will be diminished.

As a direct result of these changing world conditions
the Frankfurt Army Regional Medical Center (FARMC) has
already begun to experience the effects of downsizing. The
hospital itself is located in Clarke Kaserne in the
northeast section of Frankfurt, Germany. At the beginning
of 1990, as depicted in Appendix A, FARMC consisted of the
97t General Hospital and 14 outlying health clinics,
providing medical care to over 147,000 personnel stationed
within a 5,446 square mile area. In the past 18 months,
three of the outlying clinics have been closed or
transferred to other regions, reducing the total number of
outlying clinics to eleven. At least two more outlying
clinics are likely to close in the near future.

In April 1992, the former FARMC changed its name to
the Frankfurt Medical Department Activity (F-MEDDAC),
reflecting a reduced size and mission. In 1993, the
hospital will again experience a change when the 97t
General Hospital is redesignated the 51st Combat Snpport
Hospital. According to current drawdown figures, the

Frankfurt area end-state (Oct 93) strength will consist of
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a total beneficiary population of 110,400. Other regions
in Germany are downsizing even more rapidly. Three Army
hospitals in Germany closed in 1992. These rapid changes
will require decisive action in terms of how to best
provide adequate medical support for the remaining military
population. Due to the geographical dispersion of the
beneficiary population in Europe and the resource-intensive
nature of outpatient services, ambulatory care activities
have particular priority in these resourcing decisions.
Ambulatory patient care at the 97" General Hospital
is defined as any treatment provided on an outpatient
basis. The 1989 Medical Expense and Performance Reporting
System (MEPRS) data for FARMC reveal that expenses for
inpatient care for FY89 totaled $31,266,346, while expenses
for ambulatory care were somewhat higher totaling
$47,056,059 (DMIS Report, FY89, 199l1a). That total
outpatient expenses exceeded total inpatient expenses
during FY89 reflects the changing health needs of patients.
Additionally, the two greatest areas of increase in
outpatient expenses from FY87 to FY89 were OB/GYN and
Emergency Medical Care (DMIS Report, FY87, 1991b). In this
respect, the F-MEDDAC mirrors the general trend in the
civilian sector which has seen a rapid increase in demand
during the last two decades for round-the-clock

comprehensive ambulatory care services.
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In attempting to meet this demand for ambulatory care
for eligible beneficiaries in Europe, the F-MEDDAC
Commander is authorized to offer several alternatives. In
addition to the direct care system and traditional CHAMPUS
program, the MEDDAC Commander has entered into agreements
with seven civilian physicians utilizing the CHAMPUS
Internal Partnership Program. Exercising an additional
option, 8 of 11 outlying clinics are actively involved in
the EUCOM Demonstration program.

Statement of the Management Problem

With the ongoing drawdown of forces in Europe, all
indications are that reliance on host nation support will
increase, utilizing such programs as the EUCOM
Demonstration project, Internal Partnership Agreements, and
traditional CHAMPUS. This situation will require informed
management decisions focused on selecting the most
appropriate form of outpatient care from among several
available options. The problem is to evaluate each
alternative and determine the most appropriate source of
outpatient primary care from among those alternatives
available for the Frankfurt Medical Department Activity.

Review of the Literature
Decision Making Theory
According to Warner and Holloway (1978), decision

making involves choosing among alternative ways to meet
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objectives. Once this issue has been addressed, other
essential questions in the decision making process include:
"What alternatives should be considered? What effect will
each alternative have on achieving objectives? What should
be measured to determine if objectives are being met?"
(p.3).

Often there are many possible and varied responses to
these questions, particularly in a field as complex as
health care. Warner & Holloway (1973) aptly summarize the
plight of the health care decision maker:

There are usually multiple objectives to be

addressed, and usually these objectives conflict

with one another. 1Individual alternative

actions usually serve only a subset of the

objectives (often only one), and are usually

detrimental to another subset. Thus some scheme

considering each alternative’s effect on all

important objectives is necessary (p.3)

An example given by Zeleny (1982) of multiple and
conflicting objectives is that of "minimizing cost" and
"maximizing the quality of service" (p.l). He states that
"decision making can be loosely defined as a struggle to
resolve the dilemma of conflicting objectives" (p.12). He
argues that, by definition, making a decision means

balancing multiple objectives.
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Zeleny describes four basic modes of deciding that
have become an integral part of decision theory. The first
is the computation mode. This is the typical mode of
conventional operations research and decision analysis. 1In
this mode, one well-defined and quantitatively measurable
criterion is used to assign each alternative a single
number, and then the alternative with the best value is
computed or searched out. This mode is utilized when there
are clearly defined, certain alternatives, which are
evaluated in terms of a single criterion. A cost analysis
to determine which of three alternatives provides the same
or similar service at the lowest cost is an example of this
mode of deciding (1982, 23-4).

The second mode of deciding, according to Zeleny
(1982), is the judgment mode. This is the dominant concern
of social judgment theory and multi-attribute utility
theory. This mode is utilized when there are poorly
defined, uncertain alternatives, which are evaluated in
terms of a single criterion. For example, the single
criterion might be to maximize the quality of life, or to
minimize patient dissatisfaction. With either criterion,
we are typically uncertain which alternative will actually
achieve the desired result. To try and define the causal
relationship more accurately, this decision mode relies on

empirical observation and evaluation of a large number of




Outpatient Care Alternatives

14

decision situations and attempts a relatively precise
formulation through statistical analysis. The criterion is
usually single-dimensional, and clearly stated, but poorly
measurable.

Compromise is the third mode of deciding discussed by
Zeleny. It involves multiple criteria decisions where the
decision-maker must balance well-defined competing
objectives in a situation of clearly defined certain
alternatives. An example of this mode is the selection of
an alternative that minimizes cost and maximizes production
time. Cost and production time are competing objectives
since attaining shorter production time is possible only at
a higher cost. Causation may be clear and each alternative
may be easily described in terms of both time and cost, but
a decision can be made only by some form of compromise
(Zeleny, 1982).

The fourth mode of deciding is through use of
inspiration or intuition. According to Zeleny (1982), this
is the most common mode of decision making used at the
highest executive levels. He states: "Typically the most
complex strategic decisions involve a mixture of
quantitative and qualitative multiple criteria as well as
uncertain and only fuzzily defined causal relationships"
(p-25). In such situations, political and implementational

issues dominate, and the emphasis is on human factors and
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their management. Zeleny emphasizes the importance of
utilizing a multiple-criteria, decision making strategy in
order to capture the complexity of real-life problenms.
Contemporary Issues in Health Care

According to Larry Churchill (1987), Americans spent
an estimated $450 billion for health care in 1986. In that
year health care costs comprised almost 11 percent of the
Gross National Product, making health care the nation’s
second largest industry. There are several major factors
that account for the rapid growth in health care costs.
One such factor is the steady rise in the elderly
population which in turn results in a corresponding rise in
the prevalence of chronic illnesses. Currently, an
estimated 80 percent of all health care resources in the
United States are devoted to chronic disease (Churchill,
1987). The high cost of medical technology is another
major factor contributing rising health care costs. This
is partially due to increased federal legislation in the
1950s and 1960s, to include the Hill-Burton Act and
Medicare and Medicaid. Such legislation promoted the use
of technology-intensive, hospital-based services
(Churchill, 1987).

Churchill (1987) includes two additional factors that
have contributed to the escalating cost of health care.

One is the fee~for-service/cost reimbursement method which
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offers a financial incentive to the physician for
increasing services and raises the issue of
physician/supplier-induced demand. The other is the
prevailing maximalist philosophy that permeates American
medicine and reveals itself in the common expectation that
every medical treatment available will be used regardless
of the marginal benefits both to the individual concerned
and to society at large.

The financial incentive relates to a supply issue that
is not directly applicable to military physicians, although
it is relevant to military contracts with civilian
physicians. However, the maximalist philosophy that
permeates American medicine engenders a demand issue that
is an important concern in the military, one that may bear
directly on the issue of patient satisfaction with military
care.

All of the factors listed by Churchill (1987) have
combined to produce what has been called our contemporary
health care crisis. They have led to increased emphasis on
cost containment measures and a heightened awareness of the
need to provide health care in the most efficient and
effective manner possible. Examples of this trend include
the use of Diagnosis Related Groups and the emergence of
managed care arrangements such as Health Maintenance

Organizations and Preferred Provider Organizations. 1In the
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military this trend is evidenced in the concept of
coordinated care and programs such as "Gateway to Care"
which focuses on greater efficiency and cost savings, while
attempting to maintain quality care.

A significant result of the cost containment emphasis
was that the form of health care delivery began to be
scrutinized. According to Pascarelli (1982), "Traditional
supporters of hospitals began looking to ambulatory care as
a potentially more effective and less expensive means of
caring for people and preventing illness" (p. xviii).

The History of Ambulatory Care

Ambulatory care has received increasing attention
since the advent of prospective pricing and the decline in
inpatient admissions. However, a review of the literature
reveals a lack of consensus regarding a specific definition
of ambulatory care. According to Howard and Pajor (1987),
it is the arena of health care that provides access to the
general health care system. They state: "In its broadest
sense, it incorporates those areas where a person receives
services and then leaves" (p.70). Thus, ambulatory care
can include emergency departments, organized hospital
clinics, private physicians’ offices, free~standing urgent
care centers, and ambulatory surgery facilities (Howard and

Pajor, 1987).
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Ambulatory care dates back to the 1500s when
physicians visited patients in their homes. In the 1750s
this form of ambulatory care was supplanted by
hospital-based clinics for the efficiencies that it
provided physicians (Howard and Pajor, 1987). At that
time, such care was inaugurated as a service aimed
primarily at serving the poor. However, in mid-nineteenth
century England visits to free hospital clinics began to
increase more rapidly than inpatient visits. This led,
simultaneously, to financial concerns on the part of
private medical practitioners and to an increasing concern
with the quality of care received at the free hospital
outpatient clinics (Pascarelli, 1987).

According to Pascarelli (1987), in the United States
in the 1870s there were fewer than 200 hospitals in the
entire country. Intense European immigration to the U.S.
caused an immediate need for more hospitals. By 1909 there
were 4,359 hospitals throughout the country. By 1916, 495
of the private voluntary hospitals in the U.S. had
outpatient departments to care for the indigent and teach
resident physicians. However, there was no doubt as to the
second-class nature of these clinics (Pascarelli, 1987).

Around the turn of the century, with the establishment
of the health-center movement, new emphasis was placed on

preventive services. In 1904 in New York City, the first
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clinic was established for the treatment of communicable
pulmonary disease. Soon after this event health districts
were created. Although organized medicine opposed the
public approach to medical care, the movement persisted and
by the 1920s health districts were established around
public health centers in most larger cities. This movement
played an important role in the development of ambulatory
health care. It helped to shift the delivery of health
care from a solo practice mode to more of a group centered,
community health service approach. Other events that
contributed to this shift in emphasis were the introduction
of Workmen’s Compensation legislation in the early 1900s
and the development of school health clinics (Pascarelli,
1987).

In the 1940s, Hill-Burton legislation made additional
funds available for the building of new hospitals and
ambulatory health centers in both rural and urban areas.
However, the Hill-Burton Act resulted primarily in better
treatment for inpatients. But, in 1963 the Community
Mental Health Centers Construction Act provided funds for
ambulatory facilities and in 1964 civil rights reform and
antipoverty programs provided more funds for the
development of ambulatory care. A significant change
occurred in 1965 with major amendments to the Social

Security Act. Titles XVIII and XIX were enacted, providing
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the benefits of Medicare and Medicaid legislation with
provisions for certain outpatient services (Pascarelli,
1987).

Today, ambulatory care includes a diverse range of
services and sites that vary greatly in terms of
sophistication and services provided. All indications are
that ambulatory care will continue to grow as long as
emphasis continues to be placed on efficiency and health
care cost containment (Howard and Pajor, 1987). Throughout
its history, the themes of increasing access and providing
high quality care have been recurring issues.

In the literature, some confusion exists regarding the
distinction between ambulatory care and primary care.
Primary care is a subset of ambulatory care. For purposes
of this study, primary care is defined as the first contact
care for episodic illress in a diverse set of disciplines
(US, Cong., House, Com. on Appropriations, SIS 1987, 2).
There are several forms of freestanding ambulatory care
centers ranging from the emergency care center to the full
service primary care center. However, according to Moxley
and Roeder (1984), the most familiar and the most popular
development is the urgent care center that provides

episodic care for routine or minor emergency problems.
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Milita ulato are Issues

The AMEDD provides over 22 million outpatient visits
per year making it the largest health maintenance
organization in the world (Moon, Georgoulakis and Austin,
1990). While the military is unique in many of its
financial and legal aspects, the current cost containment
emphasis is forcing a change in military health care
delivery that parallels many of the civilian changes. One
very significant similarity is the shift in focus from
inpatient treatment to ambulatory care.

An impetus for this shift to ambulatory care was the
Department of Defense Authorization Act of 1984. This act
directed the DoD and the AMEDD to conduct demonstration
projects and studies to improve health care access,
quality, efficiency, and cost-effectiveness (U.S. Cong.,
Hous, Com. on Appropriations, SIS 1987, 2, 5). As
mentioned earlier, several projects were initiated to
include the CHAMPUS Reform Initiative, the Catchment Area
Management Program, and the CHAMPUS Partnership Program.
Another major initiative, the Primary Medical Care for the
Uniformed Services (PRIMUS) program, was initiated in 1985.
The PRIMUS project merits some consideration here, and in
any study of military primary care, since it provides
important lessons learned regarding the laws of supply and

demand in a military family member population.
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The PRIMUS program was originally undertaken as a
three year test program to expand the Services’ primary
care capabilities. The Services were directed to establish
primary care centers in the civilian communities where it
was cost-effective to contract with private health care
providers (Hudak, 1988). Like CHAMPUS, PRIMUS is a health
benefits program for DoD beneficiaries in a civilian-
setting. However, unlike CHAMPUS, it provides only primary
care and is available at no cost to the beneficiary (Leahy
and Mouritsen, 1990).

PRIMUS clinics are located in the civilian community
and are staffed with civilian physicians and support
personnel. In the initial demonstration project, the AMEDD
reimbursed the private contractor who owned and operated
the clinic on a per visit basis. Due to this arrangement,
the contractor had no incentive to keep visits to a
minimum. The convenient location of the clinic, short
waiting times, and the reimbursement method that was
initially used resulted in utilization rates that were over
five times the projected rates (Jensen, 1989). The
reimbursement mechanism was changed in subsequent contracts
by negotiating a capitation reimbursement system in which
the contractor was paid for each visit up to a

predetermined maximum number and was then required to
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absorb the cost of all visits exceeding that maximum
(Jensen, 1989).

PRIMUS clinics have improved health care
accessibility, but there is considerable question about the
cost-effectiveness of the program. The existence of PRIMUS
clinics did not have a significant impact on the
overcrowding of military clinics. According to Leahy and
Mouritson (1990), there was an 8.9% decrease in visits to
military clinics in close proximity to PRIMUS clinics, but
an increase of 32.6% in total patient visits to military
clinics and PRIMUS clinics combined. Thus, the PRIMUS
clinics resulted in an overall increase in DoD’s health
care costs since they represent an additional service
without any measurable decrease in total cost (Leahy and
Mouritsen, 1990). As a result of this overall increase in
costs, expansion of the PRIMUS program is now on hold.

Accessibility and Cost of Health Care

Andersen and Newman (1973) define access as "the means
through which the patient gains entry into the system"
(p.102). Prior to 1956 only active-duty military personnel
were authorized medical treatment in a military facility.
Non-active duty beneficiaries were treated at the
discretion of the hospital commander. In 1956 access to

health care was enlarged when Congress passed the
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Dependents Medical Care Act, later renamed CHAMPUS. (Leahy
and Mouritsen, 1990).

Hudak describes the three ways in which non-active
duty military beneficiaries may now gain access to the
military primary health care system (1990). One way is
through the primary care clinic within each military
hospital. Another way is through the free-standing primary
care clinic located some distance from the supporting
hospital. With both of these, care is given on the
military installation by either a military provider (direct
care) or a civilian provider (CHAMPUS partner). The third
way is through a civilian ambulatory care provider or
clinic with partial reimbursement provided by CHAMPUS
(traditional CHAMPUS).

Although CHAMPUS has been viewed as the major method
of improving access within the DoD health care systenm,
several problems have made it the focus of reform efforts
(Leahy and Mouritsen, 1990). As already mentioned, CHAMPUS
has a long history of steadily increasing costs. 1In
addition to spiraling costs, the high volume of claims
causes delay in payments to providers, and beneficiary
dissatisfaction has mounted regarding rising out-of-pocket
expenses (Leahy and Mouritsen, 1990). These problems led

to the search for CHAMPUS alternatives th