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The Headlines: 

 A Principled Stand or Political Cynicism? 

 Where Goes AHRQ? 

 SGR Forecast Looks Murky 

 It Can Only Get Worse 

 

A Principled Stand or Political 
Cynicism? 

Last month in this space, we 
discussed the tough choices that 
legislators will face as they address 
the FY2014 appropriations bills. 

The spending caps imposed by the 
House budget resolution would lower 
overall discretionary spending to 
$967 billion, which $17 billion below 
the current funding level—the one 
triggering government furloughs and 
other deep cuts to programs. 

While some are holding out hope 
that a “grand bargain” will be struck 
later this year, there is not a scintilla 
of evidence that one is even being 
discussed among the leaders of 
Congress and the Administration.  

The Senate budget resolution, on the 
other hand, sticks to the funding 
levels that were included in the 
Budget Control Act of 2011 creating 
essentially a $90 million gap between 
the amount of money the House and 
Senate each intends to appropriate. 



That gap is made even more 
significant by the House’s decision to 
take the entire reduction from the 
non-defense side of the budget.  As a 
result, the House Labor-HHS-
Education bill would have to be cut 
by 20 percent below its already 
reduced levels. 

Just to put that in numerical terms on 
some programs in which SGIM 
members are interested, a 20 percent 
reduction means that NIH would be 
cut from $30 billion to $24 billion; 
AHRQ would be reduced from about 
$400 million to $320 million; and so 
on. 

For both political and substantive 
reasons, no Democrat will vote for 
that level of reduction.  But do the 
Republicans want to vote for it 
either?  Clearly some do and will, but 
is the real purpose to cut spending in 
such a draconian way.  Or, is it in fact 
to create a political talking point for 
the base? 

One can never know the true 
motivations of the actions of people 
(unless one happens to be in the 
room where the actions are being 
planned) but given that such 
extremism is so far outside the 
mainstream of American politics we 
are left to wonder if this is not all just 
a political sham rather than serious 
policymaking. 

Where Goes AHRQ? 

And then there is the question of the 
Agency for Healthcare Research and 
Quality (AHRQ).  Last year, the House 
Appropriations subcommittee zeroed 
out the funding for this, the lead 
agency in health services research.  
There were no hearings, no debate. 

The bill came out and the money 
simply was not there.  Ironically, the 
“cut” did not save the taxpayers one 
penny.  AHRQ does not have any 
budget authority.  It is funded by 
what is known in budget parlance as 
an “evaluation tap.”  Essentially, 
other Public Health Services agencies 
transfer money to AHRQ to fund its 
budget. 

So, the principal source of health 
services research is eliminated – and 
the taxpayers do not benefit, again 
raising the question of motivation. 

As we said above, one can never 
know but….. 

SGR Forecast Looks Murky 

The year began with renewed 
optimism that 2013 would be the 
year Congress replaced the flawed 
Sustainable Growth Rate (SGR) 
formula.  The cost to replace the SGR 
had decreased from over $300 billion 
to just $138 billion.  The House 
Energy & Commerce and Ways & 



Means Committees’ majority staffs 
were working together to develop a 
replacement. 

Fast forward to June, and the 
situation looks a lot less rosy.  The 
score to replace the SGR remains at 
$138 billion…for now.  However, a 
split has developed between the 
Energy & Commerce and Ways & 
Means Republicans.  The Energy & 
Commerce has released a discussion 
draft that takes much from the 
proposals that they had advanced 
and received feedback on working 
with the Ways & Means committee 
without the support of Ways & 
Means Republicans.  Feedback on the 
draft is due to the committee by June 
10.  It appears that the two 
committees have split over 
disagreement over the timeline to 
wrap up work on this issue with 
Energy & Commerce leadership 
wanting this to be complete by the 
end of July. 

As the committees of jurisdiction on 
the House side disagree, the Senate 
Finance committee recently waded 
into the debate.  A letter was sent 
from Chairman Max Baucus and 
Ranking Member Orrin Hatch to 
stakeholders asking for feedback.  
Their inquiry differed from those that 
had come from the House 
committees in that they did not 
advance a replacement framework.  

Instead, it asked for responses on 
how to improve the accuracy of 
payment amounts and the validity of 
resource inputs, as well as how to 
identify and reduce unnecessary 
utilization and incentivize physician 
practices to participate in alternative 
payment models.  SGIM responded to 
this inquiry. 

It Can Only Get Worse 

As if current spending limits aren’t 
taking enough of a toll on public 
health, education and other 
discretionary programs, the Office of 
Management and Budget (OMB) 
kicked off the fiscal 2015 budget 
formulation process by asking federal 
agencies to double the proposed cuts 
in spending plans they submit to the 
White House later this year.   

Last year, OMB asked federal 
agencies to cut their fiscal year 2014 
budget requests by five percent; for 
fiscal 2015, OMB is asking for a 10 
percent cut. 

The proposed cuts, if enacted, would 
take effect October 1, 2014. 

OMB and the agencies typically begin 
formulating their budgets more than 
a year ahead of the fiscal year in 
question, allowing enough time for 
negotiations between the agencies 
and the White House. 
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