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Overview of the President’s Budget: 
Finding the Middle? 

Former President Bill Clinton spoke 
often of finding “the third way.” 
President Obama’s $3.8 trillion 
budget request for fiscal 2014 
attempts to bridge the gap between 
the vastly divergent budget plans the 
House and Senate adopted last 
month, particularly on deficit 
reduction. 

The administration’s plan sets a long-
term goal of reducing the deficit by 
$1.8 trillion over 10 years, offsetting 

proposed increases in discretionary 
spending with a mix of entitlement 
cuts and revenue increases. The 
budget proposes $2 in spending cuts 
for every $1 of new revenue. 

Senate Democrats sought $1.85 
trillion in deficit reduction, with a 
50/50 split on revenue increases and 
spending cuts, in the budget 
blueprint they adopted March 23. 
House Republicans proposed $4.6 
trillion in deficit reduction—all on the 
spending side—in a plan that passed 
March 21, including through the 



repeal of the Affordable Care Act and 
restructuring Medicare and Medicaid. 

The total reduction sought by the 
president is closer to the Senate’s 
approach, but includes a change to 
Social Security benefit calculation, 
the so-called chained CPI, that many 
Democrats oppose.  

This year, there’s added pressure on 
lawmakers and the White House to 
agree on deficit reduction, because 
the outcome of negotiations could 
determine the amount of 
discretionary funding available for 
fiscal 2014. 

The Budget Control Act of 2011 set 
two possible paths for discretionary 
spending starting next year: higher 
caps if Congress and the president 
achieved deficit reduction and lower 
limits if they didn’t. 

Abiding by the lower caps—set at 
$469 billion for nondefense 
programs-- would force tougher 
choices on programs SGIM cares 
most about, including research and 
workforce training. 

The president’s budget seeks some 
boosts to domestic discretionary 
spending, including $50 billion in 
immediate transportation 
investments, while staying within the 
spending caps. 

On the revenue side, the budget 
proposes increases totaling $580 
billion during the next decade. It 
would limit high-income tax benefits 
without raising individual tax rates. 
Many of the revenue proposals are 
familiar from prior budgets, but some 
are new. 

Changes for individual taxpayers 
would include the so-called Buffett 
Rule, a 30 percent minimum tax on 
income of more than $1 million, after 
charitable giving. The budget also 
calls for limiting to 28 percent the 
value of tax deductions and other tax 
benefits for the top 2 percent of 
families, and caps the amount an 
individual can accumulate in tax-
favored retirement accounts at $3 
million. 

The administration also wants to 
increase taxes on tobacco by $78 
billion through 2023 to finance its 
initiative to provide high-quality 
preschool to all four-year-olds from 
low- and moderate-income families. 

Accompanying those incentive are 
offsets, such as the elimination of tax 
breaks for the oil and gas industry, 
special tax rules for corporate jets 
and changes intended to prevent 
companies from moving profits 
overseas. 



On the entitlement front, the budget 
makes formal some proposals 
previously put forward during 
negotiations with Speaker John 
Boehner and congressional 
Republicans for the elusive “grand 
bargain.” 

The budget proposes using a 
different measurement of inflation, 
known as chained CPI, starting in 
2015 for determining cost-of-living 
adjustments (COLAs) in the 
government’s non-means-tested 
benefits, saving an estimated $230 
billion. The chained consumer price 
index, unlike the traditional CPI, 
accounts for a consumer’s ability to 
substitute between goods as prices 
change. 

Changing to this method would 
reduce COLAs for Social Security 
recipients, something many 
Democrats oppose. 

Medicare savings in the budget 
would total $400 billion. The budget 
request would reduce payments to 
health-care providers and drug 
companies and impose more costs on 
high-income beneficiaries. Health and 
Human Services cuts to drug makers, 
including Medicare changes, would 
total $164 billion. 

The president’s budget, like the 
Senate’s plan, would preserve the 

current system of Medicare, while 
House Republicans continue to push 
for a premium-support, or voucher, 
model. 

In short, president’s attempt to 
bridge the budgetary gap between 
the House Republican and Senate 
Democratic positions is an effort to 
ensure that even during times of 
severe austerity, at least some 
proposals can garner enough votes to 
be enacted 

Nondefense Programs 
Cushioned…Sort of 

The budget would hold nondefense 
spending at the spending higher caps, 
allowing for some growth in selected 
program areas.  

Within the totals, the president 
would increase spending on 
nondefense research and 
development by 9 percent above 
2012 levels. The budget also seeks $1 
billion to support competitive grants 
to states for higher education, 
benefiting universities and recipients 
of federal research grants. 

NIH Spared Deeper Cuts 

Against a backdrop of decade of 

stagnant funding that caused NIH to 

lose an estimated $5.5 billion (nearly 



20 percent) in purchasing power, the 

president’s proposal looks generous. 

Discretionary spending at NIH would 

increase slightly, to $31.2 billion from 

the $30.7 billion enacted two years 

ago.   

In FY 2014, NIH plans to devote 
$40 million on research 
collaborations with academic 
institutions, the private sector, and 
other government agencies on a new 
Brain Research through Application 
of Innovative Neurotechnologies 
(BRAIN) Initiative. 
 
Another basic research opportunity 
to be pursued in FY 2014 is to 
improve NIH’s ability to visualize, 
manipulate and mine many of the 
large and complex digital datasets of 
information, known as “Big Data,” 
currently being produced, such as 
high resolution medical images, 
recorded physiological signals, and 
complete DNA sequences of large 
numbers of individuals. According to 
the budget document, “improving 
the ability to use and responsibly 
share such data, including the 
development of a well-trained 
workforce, represents a critical link in 
translating new research discoveries 
into clinical applications.” 
 
In FY 2014, through the newly 

established National Center for 
Advancing Translational Sciences 
(NCATS), NIH will continue efforts to 
re-engineer the process of translating 
scientific discoveries into new 
diagnostics and therapeutics. Within 
NCATS, the Budget proposes $50 
million, an increase of $40 million 
over FY 2012, for the Cures 
Acceleration Network to accelerate 
the development of “high need 
cures” by reducing barriers between 
research discovery and clinical trials. 
In FY 2014, NIH will also be engaged 
in planning for the development of a 
national clinical research network 
that would bring together tens of 
millions of patients who agree to 
participate in a broad range of clinical 
research studies. This network, to be 
assembled in collaboration with the 
Agency for Healthcare Research and 
Quality and the Patient-Centered 
Outcomes Research Institute, would 
enable research trials to be initiated 
quickly, completed more efficiently 
and cost-effectively, and produce 
results that are generalizable and 
relevant to clinical practice. NIH 
envisions that this network would use 
information technologies such as 
electronic health records, 
standardized, interoperable data 
frameworks, a biobank, and large-
scale data repositories to integrate 



clinical data and enable reliable 
longitudinal follow-up and data 
sharing at low cost. 

Workforce Training Continued 

The FY2014 budget includes $9 billion 
for the Health Resources and Services 
Administration (HRSA), a boost of 
$841 million above FY2012. But the 
president’s plan proposes $211.8 
million for Title VII health 
professions, a $589 thousand (0.3 
percent) cut below current estimated 
funding levels. Within the total, $50.9 
million is sought for primary care 
training, a 40 percent increase over 
current funding. But the budget also 
proposes to eliminate the Area 
Health Education Centers (AHEC) and 
the Title VII Health Careers 
Opportunity Program (HCOP), while 
holding Centers of Excellence steady 
at $22.9 million. 
 
The president is again asking 
Congress to launch the National 
Health Care Workforce Commission 
with an appropriation of $3 million. 
Thus far, no funds have been 
allocated by Congress.   
 

GME in the Crosshairs  

The president’s budget request 
includes a number of structural 
changes to Medicare, including a 
proposed realignment of the 

graduate medical education (GME) 
program.  
 
The budget cites MedPAC’s finding 
that Medicare add-on payments 
to teaching hospitals for the indirect 
costs of medical education 
significantly exceed the actual added 
patient care costs these hospitals 
incur. 
 
The budget proposes to address this 
by reducing these payments by ten 
percent, beginning in 
2014. In addition, the HHS Secretary 
would have the authority to set 
standards for teaching hospitals 
receiving GME payments to 
encourage training of primary care 
residents and emphasize skills that 
promote high-quality and high value 
health care delivery. The proposal is 
estimated to save $11.0 billion over 
the next decade. 
 
  AHRQ is Still Breathing… 
 
The President’s budget includes 
$433.7 million for AHRQ, a small 
increase over previous years.  The 
funds come from two sources: $333.7 
million from the “evaluation tap” on 
other PHS agencies and $100 million 
from the Patient-Centered Outcomes 
Research Trust Fund (the ACA directs 
a portion of the PCORTF’s mandatory 
funding to AHRQ). 



Within the AHRQ budget is included: 
$88.9 million for Cross-Cutting 
programs including just $8.9 million 
for new investigator-initiated 
research, an SGIM priority; $63.8 
million for MEPS; $62.6 million for 
Patient Safety; $25.6 million for 
Health IT; and $20.7 million for 
Prevention/Care Management. 
 
It is expected that the House 
Appropriations Committee will again 
zero AHRQ out when it produces a 
bill later this year. This will lead to a 
battle with the Senate in the months 
ahead. 
 
VA Health Research Sees Small 
Increase 
 
Another area of importance to some 
SGIM members is funding for Medical 
and Prosthetics Research at the 
Department of Veterans Affairs and 

here we see another small increase in 
funding. 
 
In FY12, the budget for VA health 
research was $581.0 million.  The 
budget recommends a total of $585.7 
million for FY14.  This is only a 0.08 
percent increase and is principally 
directed at salary improvements.  
 
This account includes funding for 
health services research and 
development (HSR&D), but the 
budget documents do not break out 
the funding levels by the specific use 
of the money. 
 
In recent years, Congress has sought 
to increase the research account 
above the administration levels, but 
that is not a guarantee as to what will 
happen this year. 
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