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The Headlines: 

• What is ahead in February? The FY13 Budget! 

• Research Funding Likely to Remain Tight 

• Primary Care, GME in the Spotlight 

• RUC Responds to AAFP 

• SGR Remains in Limbo 

 

What is ahead in February? The FY13 
Budget! 

Now that the Congress has finally put 
the FY2012 appropriations bills to 
bed in late December, our attention           
will turn to the FY13 budget 
recommendations from the 

President.  Originally scheduled to be 
released on February 6, the White 
House announced in January that the 
release would be delayed by one 
week.  The delay was caused by the 
lateness of passage of the FY12 bills 
and the decision to replace White 
House Chief of Staff Bill Daley with 
Budget Director Jack Lew. 

SGIM’s annual Capitol Hill Day is March 7!  Don’t miss this opportunity to 
advocate on behalf of the research, education and clinical practice issues 
important to SGIM members.  Please contact Francine Jetton at 
jettonf@sgim.org to register…and make your voice heard! 

http://www.sgim.org/index.cfm�
mailto:jettonf@sgim.org�


More important than the bills that 
were passed in December to fund the 
government, the passage in August 
2011 of the Budget Control Act and 
the subsequent failure of the Super 
Committee to agree on a deficit 
reduction plan have two long-range 
effects on FY13 funding.  First, it puts 
in place hard caps on discretionary 
spending.  Second, it starts in motion 
a sequestration process that, if it is 
fully played out, will reduce spending 
even further below those same caps. 

As we mentioned last month, this 
situation makes the budget picture 
particularly difficult moving forward.  
Many budget and political observers 
are commenting that sequestration 
will never occur because Congress 
will reverse the process and bail 
everyone out in a lame duck session 
after the November 2012 election.  
However, a similar number of 
observers also said that the 
consequences of sequestration are so 
draconian that the Super Committee 
would not fail. So, nothing should be 
taken for granted. 

As presently written, the process of 
sequestration applies equally to 
defense and non-defense spending.  
However, what President Eisenhower 

referred to as the “military-industrial 
complex” is hard at work to create 
the impression that any cuts to 
defense will have cataclysmic results 
for the nation’s security….and 
survival. 

If defense spending were exempted, 
the impact on non-defense spending 
(like HRSA, NIH, AHRQ, etc) would be 
severe.  The far better plan would be 
to create a comprehensive and 
extensive solution to our deficit 
problem – one that is balanced 
among strategic budget reductions, 
reform of the tax code, and a re-focus 
on a growth in jobs. 

While we expect these issues to 
dominate the action in Washington 
this year, we don’t expect to see 
issues resolved until after the 
election in November.  We fully 
expect that a lame-duck Congress will 
have to address a variety of inter-
related issues:  appropriations, 
sequestration; the expiration of the 
Bush-era tax cuts; deficit reduction, 
possible the SGR, and more.  It will be 
a lot of work in a short two-month 
period – but this is the way the 
system works today.  



As we said in this space last month, 
your research funding, your training 
support, and your practice are all 
likely to be impacted by what 
happens in Washington DC this year – 
perhaps more so than ever. 

FY13 Research Funding – What are 
the Prospects? 

For many SGIM members, research is 
an important facet of their work – in 
addition to teaching and treating 
patients.  This administration, like its 
predecessors, is quite closed-
mouthed about what will be in the 
President’s budget when it is 
released on February 13.  Here are 
some of the things we will be 
watching for in areas of interest: 

NIH – The NIH budget is currently 
about $30.7 billion.  Last year the 
President sought a $1.0 billion 
increase in NIH (he got about a 
quarter of that).  If the President asks 
for less than an increase of that 
magnitude, it will be a very bad sign.  
Investing in science has been a 
hallmark of this administration’s 
rhetoric.  If they drop even trying to 
match the rate of biomedical 
inflation, we may be in for a rough 
road. 

Also of importance within the NIH 
section is how the administration 
treats the budget of the National 
Center to Advance Translational 
Science (NCATS). As most SGIM 
members know, the CTSA program 
was moved in its entirety into NCATS.  
SGIM and some of our allies were 
successful in assuring that NIH was 
directed to protect the full spectrum 
of research handled by the CTSAs, 
including T-3 and T-4 research.  How 
that research is treated in the budget 
recommendation will indicate what 
steps SGIM will need to take in the 
coming months. 

AHRQ – The law currently includes 
$369 million for AHRQ.  But, AHRQ is 
funded in an unusual way.  The 
money for AHRQ comes from an 
“evaluation tap” principally from NIH.  
Cutting the AHRQ budget does not, in 
and of itself, save money.  What it 
actually does is increase the money 
available to NIH.  At the same time, 
there is ideological opposition to 
some of AHRQ’s research, particularly 
from the House.  We expect the 
President’s budget to be supportive.  
The House Appropriations Committee 
– not as much. 



VA Medical and Prosthetic Research – 
This account is where virtually all VA 
research is funded and is currently 
appropriated at about $581 million.  
In addition, there is $17 million 
elsewhere in the law for “Research IT 
Support.”  

Last year, the administration’s budget 
inexplicably cut this program back 
significantly – but about 12 percent.  
Congress restored the money but it is 
an area that bears watching when the 
budget comes out. 

Other Research Programs – As we 
have noted before, many other key 
research programs that are utilized 
by SGIM members are not 
appropriated programs and are 
therefore not affected by the 
recommendations in the President’s 
budget.  PCORI and CMMI, for 
example, were funded through the 
Affordable Care Act (ACA) and their 
money remains in place.  It would 
take an amendment to the ACA to 
change it. 

Primary Care Training, GME in 
Spotlight 

As we reported last month, a 
bipartisan group of seven Midwest 
senators have asked the Institute of 

Medicine  to conduct an independent 
review of the governance and 
financing of the Medicare graduate 
medical education (GME) program. 
The bipartisan group called it a “time 
to redesign health care workforce 
education and training in a manner 
that improves access to and delivery 
of health care services and enables 
the future generation of health care 
professionals to actively participate in 
creating high quality, lower cost 
health care.” The senators, all from 
western states, representing both 
parties, called for a complete review 
of GME, including inequities in 
funding across states.  

SGIM has taken the position that 
Payment of Medicare GME funds to 
hospitals and training programs 
should be tied to the nation’s health 
care workforce needs. Payments 
should be used to meet policy goals 
to ensure an adequate supply, 
specialty mix, and site of training. 

In the meantime, the House 
appropriations committee plans to 
begin hearings this month on the 
fiscal year 2013 budget. How well 
primary care training programs will 
fare remains uncertain, in large part 
because last year’s draft House bill 



proposed to terminate funding for 
primary care training. 

The Education subcommittee is 
working to strengthen the arguments 
for continued funding.  

RUC Responds to AAFP 

Last summer, the American Academy 
of Family Physicians (AAFP) called for 
RUC reforms that included expanding 
primary care representation on the 
panel; SGIM supported this request.  
The RUC finalized its response to the 
Academy at its January meeting. 

The RUC did not approved all of the 
reforms requested by AAFP, but vote 
to add another primary care rotating 
seat, a geriatrics seat, and to improve 
transparency by publishing final vote 
totals after the publication of the 
final fee schedule rule. 

The Academy had requested the 
creation of 4 new primary care seats, 
a geriatrics seat, a seat for an 
external representative and 
increased transparency.   

Regardless of how AAFP responds to 
these changes, the RUC remains the 
primary body charged with making 
relative value recommendations to 

CMS.  The addition of a primary care 
rotating seat and geriatrics seat will 
not shift the balance away from 
proceduralists to cognates, but it is a 
step in the right direction. 

SGR Remains in Limbo 

Congress has until the end of 
February to avert another cut in the 
sustainable growth rate (SGR) 
dictating a significant reduction in 
Medicare physician payment. 

A conference committee has been 
charged with finding a solution for 
this issue that Congress addresses on 
annual basis, if not more frequently.  
However, the cost of a long term 
solution continues to grow.  The 10-
year cost of replacing the SGR was 
just revised upward from $290 billion 
to $316 billion.   

The committee, charged with 
addressing the unemployment 
insurance and the payroll tax cut as 
well as the SGR, has been meeting in 
private.  No news has leaked as to 
how close they are to reaching a 
solution by the February 17 deadline 
imposed by the House. 

There is some bi-partisan support for 
paying for a SGR repeal with the 



unused war funds in the Overseas 
Contingency Operations (OCO) fund.  
These funds will be available now 
that wars overseas are winding down.   

Congress passes SGR patch 

The House and Senate headed to the 
holiday recess locked in a stalemate, 
each chamber preferring its plan to 
avert the 27.4 percent cut in 
Medicare physician reimbursement.  
However, the House eventually 
agreed to pass the Senate plan, which 
was signed into law by the President 
on December 23. 

The two-month patch that was signed 
into law, averted the scheduled cut 
and imposed a freeze in payments 
through the end of February.  A 
conference committee has been 

appointed to negotiate longer term 
solution prior to the end of February. 

The Senate had originally blocked the 
two month fix, but the House had 
passed legislation that included a two 
year fix, which included cuts to the 
Prevention and Public Health Fund 
and reimbursement for evaluation 
and management services in the 
hospital outpatient setting as offsets.  
These offsets were rejected by the 
Senate. 
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