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NATIONAL INSTITUTES OF HEALTH

National Institute of Mcntéi Health ‘

For carrying out section 301 and title IV of the Public Health Service Act with respect to.

mental health, [$701,585,000] 8629, 739,000.

(Department of Labor, Health and Human Services, Education and Related Agencies

Appropriations Act, 1997, P.L. 104-208)
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NATIONAL INSTITUTES OF HEALTH

National Institute of Menta:I Health

Amounts Available for Obligation 1/

1996 ‘ 1997 1998
Actual Estimate Estimate
Appropﬁation $661,328,0000 $701,585,000 ~ $629,739,000
Rescission in accordance : |
with P.L. 104-134 (779,000) —_ e
Reduction in accordance
with P.L. 104-208 —_— (478,000) ——
Subtotal, Adjusted Appropriation 660,549,000: 701,107,000 .= 629,739,000
Real transfer to:
Other NIH Institutes through
the NIH Director's one percent ) o
transfer authority (533,000) 0 0
Comparative transfer to:
Office of AIDS Research, . , o
NIH for HIV activities (93,483,000) (96,906,000) 0
| National Institute of General
Medical Sciences for
Administration of Research o ' ‘
i _Training Payback requirements (57,000) (57,000)
|Subtotal, adjusted budget authority | 566,476,000 604,144,000 629,7’39,000
§Unobligated balance, f
| lapsing (61,000) 0 0
| Total obligations 629,739,000

566,415,000 604,144,000

1/ Excludes the following amounts for reimbursable activities carried out by this account:
FY 1996 - $5,046,000; FY 1997 - $5,262,000; FY 1998 - $5,473,000

Also excludes funding for HIV activities included in the office of AIDS Research:

FY 1998 - $98,510,000

Note: Excludes $195,708 in FY 1996 and $294,134 in FY- 19§7 for royalties.
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Justification

‘National Institute of Menta} i?lealth

Authorizing Legislation: Section 301, 487, and Title IV Part C of the Public Health Semce
- Act, as amended. Reauthorizing legislation will be proposed.

Budget Authority:

FY 1996 FY 1997 FY 1998 Increase or
Actual Estimate Estimate Decrease
FTE BA FTE BA FTE "BA FTE . " BA

828 $566,476,000 828 $604,144,000 828 629,739,000 0 +$25,595,000

This document provides ;ustlﬁcanon for the FY 1998 Non-AIDS act1v1tles of the National
Instlfute of Mental Health. Justification of the NIH-wide FY 1998 AIDS activities can be found
in the NIH section entitled “Office of AIDS Research (OAR) ”?

INTRODUCTION

In the 1990s, the sophisticated tools and methods of modern medical science are being applied
with/remarkable effect to research on mental illness. The National Institute of Mental Health
(NIMH) is responsible for leadership of the Nation’s mental health research program. The
NIMH manages an extensive program of extramural research and research training. The
Institute’s Intramural Research Program (IRP) focuses on'long-term, high risk research and,
bccaluse of its critical mass, is becoming a leading site for research that translates basic .
neuroscience into clinical research. This document highlights NIMH’s scientific strategy and
recent progress in pursuit of its mission: To support and conduct research on the causes,
treatment, and prevention of mental illnesses that account each year for approximately $148
billion in direct and indirect costs and cause untold human suffering.!

! “Disease-specific Estimates of Direct and Indlrect Costs of lliness and NTH Support

" Report to Congress. Appendix: “Mental Disorders.” (Department of Health and Human

Services, National Institutes of Health. November, 1995.) -
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‘When NIMH was established some 50 years ago——and for years thereafter—mental illness
remained largely inaccessible to direct scientific study; the biologically “privileged” status of the
human brain, its workings hidden within the impenetrable shielding of the skull, defied
observation. Schizophrenia, depression and manic depressive illness, anxiety disorders, panic
disorder, and obsessive-compulsive disorder, as well as eating disorders, Alzheimer’s disease,

childhood mental illnesses such as autism, and other personality and developmental disorders

could be studied only indirectly; explanations for the origins of iliness often were based on
symptoms, and clues to the nature of illness were sought in substances such as cerebrospinal

fluid.

Today, we know that mental illnesses are neurobiologically-based brain disorders that in the
future will be understandable in terms of molecular and cellular processes in the brain and the
brain’s interaction with the environment. Although much remains to be learned, research now -
has opened a window that permits us to view the structure and function of the living, thinking
brain. New scientific tools such as molecular genetics; molecular biology, and refined brain
imaging capabilities are accelerating the pace of progress in established fields such as
neuroscience and behavioral science, which have been nurtured by NIMH over the course of
many decades. Basic and clinical scientists can examine, with increasing precision, the manner
in which genes and the myriad influences of an individual’s environment interact to play out the
drama of thought, emotion, and behavior in health and in mental illness.

Understandmg how things go wrong in the brain to produce mental illness requires research that
extends from the cell to society. Thus the NIMH research portfolio encompasses genetics,
molecular biology, neuroscience, basic behavioral science, clinical research, epidemiology,
prevention research, and mental health services research. An important current goal for NIMH is
to facilitate the maturation of translational research that will build conceptual and methodological
bridges capable of linking the perspectives and findings of scientists working in basic research to
the needs of clinical 1nvest1gators who seek to apply new knowledge in ways that wﬂl beneﬂt
patients. : ‘

This document highlights scientific advances that provide a glimpse of progress being made
across the breadth of NIMH’s research portfolio. Before these selected accomplishments are
presented, however, three vignettes illustrate how public health need and a long history of
scientific achievement have converged in recent years to position NIMH today to play a central

- role in pursuit of NIH-wide Areas of Research Emphasis. Initiatives to be undertaken by NIMH
include studies of the origins of severe mental disorders and fundamental neurobiological

research that offers tantalizing insights into the manner in which the physical matter of the brain
acts as the transducer of emotion; both of these will serve to enrich the NIH’s concerted focus on
the Biology of Brain Disorders, one important Area of Emphasis. A third account is of research

. that is refining the diagnosis and treatment of childhood mental disorders, and thus is central to

another NIH Area of Emphasis that targets New Avenues for the Development of Therapeutics.
Each of these brief narratives illustrates the pamstakmg and exciting exploration of paths to
discovery to which NIMH is dedicated.
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RECENT DISCOVERIES AND FUTURE DIRECTIONS
- INMENTAL ILLNESS RESEARCH

Origins of Mental Disorders

The advent of molecular genetics research in the study of mental illness signals a new era in a
distinguished history of scientific efforts to clarify the role of genes and the environment in the -
origins of mental disorder. Beginning in the 1960s, NIMH pioneered twin and adoption research
designs that constituted the first sophisticated attempt to sift out the variable contributions of
genetic inheritance and non-genetic family influence on the development of mental illnesses such

" as schizophrenia. By studying identical (monozygotic) twins who share identical genomes,
~ researchers demonstrated that if one twin has schizophrenia, the co-twin has a 30-50 percent risk

of having the disease (or 30-50 percent concordance rate, meaning a tendency to share: the
illness). This co-twin’s risk greatly exceeds the 1 percent risk for the illness found in the general
population and is two to four times greater than the 15 percent risk that a fraternal, or dizygotic,
twin has when his co-twin has schizophrenia. If this disorder were purely genetically based, the -
concordance rate would be nearly 100 percent in monozygotic twins. Thus, the early research
showed that the genetics of mental disorders reflect incomplete penetrance, meaning that genetic

factors are critical, but are not a sole and sufficient cause of illness, as in illnesses such as
" Huntington’s disease or cystic fibrosis. Additional developmental or environmental factors

interact with genes to produce the diseases. Subsequent research on gene-environment
interactions further demonstrated that mental disorders exhibit variable expressivity, reaning
that even if both members of an identical twin pair develop a mental disorder, the pattern of
disease may differ substantially.

Modern molecular genetic techniques are demonstrating that the genetics of mental disorders are
even more complex than the early studies showed. In addition to incomplete penetrance and
variable expressivity, individual vulnerability to mental disorders likely is due to the interaction
of multiple genes rather than to a flaw, or mutation, in a single gene. Moreover, it appears that
no single genetic mutation is necessarily shared by all individuals with a given disorder--there are
likely multiple genetic pathways to vulnerability. Several recent studies involving different
groups have linked bipolar disorder to chromosomes 6, 13, 15, and 18. Some of these studies
also indicate that a parent-of-origin effect may contribute to the complex inheritance pattern seen
in bipolar disorder. For example, a genetic trait may be transmitted by mitochondrial DNA,
which is contributed exclusively by mothers (termed mitochondrial inheritance), or a disease
allele, or mutated gene, may be expressed differently, depending on which parent contributed it
(an effect called genomic imprinting). For schizophrenia, recent investigations have provided
evidence for linkage of a susceptibility-gene to a region on the short arm of chromosome 6 (6p)
as well as on chromosomes 8,9, 20, and 22.

What might be the outcome of this genetic background'7 At present, it appears that certain
genetic patterns lay a foundation for an increased vulnerability to illness, rather than directly
causing the illness. Environmental factors then may interact with the genetic vulnerability to
cause the onset of illness. In the case of schizophrenia, accumulating findings suggest that gene-
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environmental interactions may result in disturbances in neurodevelopment. This means that
normal maturational changes in the brain during adclescence and early adulthood may trigger a
latent defect present from birth, resulting in the onset of iliness. The stage may be set for
schizophrenia when faulty migration of nerve cells occurs during early brain development. As
the brain further matures during late adolescence and early adulthood, misconnections related to
the early developmental defect lead to the onset of the illness. Neurodevelopmental disturbances
could exert an effect on cellular function in the central nervous system in schizophrenia in
several ways: through abnormal neuronal migration or proliferation; through abnormal neuronal
cell death, or elimination; or through incorrect formation of neural connections. Additionally, an
A abnormality in the development of the central nervous system in schizophrenia could reflect,
abnormalities at the molecular level, particularly in the molecules that control central nervous
system formation and development. :

‘Now that scientists appreciate the complexity of mental illness genetics, they are better able to
use specific research techniques to zero in on unanswered questions. Animal models exist, for
example, that enable scientists to manipulate the genome by adding or deleting single genes or, in
the near future, by “rigging” a gene to deactivate at a predetermined time in the animal’s
development. Such genetic “knock-in” and “knock-out” technologies afford unprecedented
opportunities to study mechanisms underlying gene-environment interactions that contribute to

- behavior. Molecular genetics techniques also are speeding the identification of disease
vulnerability genes and making it possible to study their function from molecular biological and
environmental perspectives. Research will examine how environmental factors affect the ‘
differential expression (and the rate of that expression) of genes in specific cell types, how
environmental inputs may alter the manner in which the brain develops over time, and how
‘environmental factors experienced later in life can produce disease. Findings from these
investigations will be used to elucidate how medications affect gene expression, to understand
how gene regulation contributes to the mechanisms of action of psychotropic drugs, and to
understand the association of gene regulation with other long-term changes in the nervous
system.

Mental Illnesses in Chiidreﬁ

Only in recent decades has much of the public become aware of the existence and, in turn, the
tragic and often long-lasting impact, of mental disorders in childhood. This recognition was
primed by early NIMH studies that first documented the existence of various illnesses and then

 began to differentiate the treatment needs of children and adolescents from the needs of adults.
Even today, however, child and adolescent mental disorders have received less research attention
than adult mental disorders, in part because detecting and diagnosing clinical problems is
especially difficult during the flux and frequent turmoil of childhood and adolescence. But a
solid scientific foundation laid in the last few years has begun to clarify the antecedents, course,
and outcome of mental disorders in children and adolescents. New approaches to diagnosis,
treatment, and prevention are now being developed.

NIMH - 8
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An expansion, now underway, of the current research effort is imperative. As many as 20
percent of young Americans between the ages of 7 and 14--approximately 10 million children--
suffer from mental health problems severe enough to' compromise their ability to functionto
some degree. For a child, any degree of limitation that affects schooling and maturation is
disastrous. Mental disorders in children under age 15 cost the Nation $1.5 billion in direct
treatment expenses in 1985, the most recent year for which fairly reliable cost data are available.
The NIMH is developing a multi-site study of mental health services that will provide, for the
first time, contemporary, accurate estimates of the prevalence of developmental, mental, and -
emotional disorders in children, ages 4-17, as well as vital information on the use, costs, and
outcomes of mental health services. These data will be invaluable to researchers and policy
makers alike in identifying research needs and opportunities and understanding the changing
health care environment. This study is currently undergoing a review to ensure that the results
will provide the best possible estimates at the lowest possible cost. :

Mental and behavioral problems that first appear during childhood or adolescence carn have life-
long consequences. The onset of anxiety disorders in children doubles the risk of later substance
abuse, and several major adult mental illnesses, such as schizophrenia and affective illnesses,
typically begin in adolescence. While schizophrenia is 50 times less likely to begin before age 12
than after that age, the rare cases of childhood onset may provide special clues to how the
disorder develops. Cases that begin very early in life may be more homogenous or more severe
than later-onset schizophrenia; research is attempting to ascertain whether true childhood-onset
patients may have received more of certain causative factors early in brain development. Even if
* adisorder does not persist into adulthood, it can profoundly distort a child's psychological and
social development. Conversely, traumatic experiences that are not in and of themselves mental
disorders can have life-long mental health repercussions: ' for example, childhood sexual abuse—
more than 2.3 million cases were reported in 1993—is strongly associated with later rnental
disorders. Keenly aware of the acute and long-term effects of childhood mental illness, clinical
investigators are giving renewed attention to the first onset of Illness as an opportumtv to prevent -
the progression of mental dlsorders o '

Autlsm, a severe disorder of communication and behavior, is a high priority research focus for
NIMH and, indeed, several noteworthy successes have been achieved in recent research on
autism. Family and twin studies suggest a genetic etiology, particularly strong in families in
which multiple cases occur. Given that the prevalence rate is approximately 100 times higher in
these families than in the general population, odds are'hlg'h that researchers will identify specific
genetic factors in the etiology of autism within the next several years. Such genes will serve as
diagnostic markers and will shed light on disturbances in the regulation of brain development .
that occur in the disorder. In addition, NIMH neuroimaging studies have provided clear evidence
of functional and structural abnormalities in several brain regions in persons with autism,
buttressing hypotheses that a geneucally-mggered dlsmrbance in brain development early in fetal
hfe causes autism.

Given the comparatively recent origins of productive basw and pre-clinical research on child and
adolescent mental disorders, clinical trials of treatments designed specifically for child disorders

NIMH - 9
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have been sparse to date and little research-based evidence exists to guide clinical decision-
making. Fewer than one in five medications currently on the market for the treatment of mental
ilinesses have been tested for safety and efficacy in children. Asa consequence, physicians must
extrapolate from data on adults as to the appropnatencss of medications for children. While
there are substantial challenges involved in assessing psychoactlve medications in children,
including ethical issues, the small numbers of i investigators in the field, and difficulties enrolling
children and families in clinical trials, the need for safety and efficacy information is critical.

- NIMH is working to resolve obstacles to research that will yleld desperately needed knowledge
in this area.

It is also important, particularly for treating children with mental dlsorders to dlscover non-
pharmaceutical treatments—psychotherapies—and to identify those patlents that can be helped
by such treatments. Psychotherapy methods tailored to children promise to be quite useful i in
preventing the later development of certain mental 1llnesses in adulthood.

NIMH is particularly receptive to novel research' approache‘s'and lines of inquiry about childhood

mental disorders. Investigators with the intramural research program recently found that the
development of certain episodic neuropsychiatric disorders (obsessive-compulsive disorder and
Tourette's disorder) in some children may involve antineuronal antibodies resulting from
streptococcus infections, such as "strep throat.” The research suggests that, in some cases,
 therapies aimed at modifying the immune response or combatlng the infection directly may

alléviate some behavioral symptoms in children with these disorders. These findings have

opened completely new treatment possibilities for children that NIMH researchers are now
“exploring.

Neurobiology of Emotié)n

Recent efforts to delineate the neural circuits with which the brain forms memories about the
emotional significance of life experiences represent an exciting new direction in neuroscience
research. Valuable in its own right for elucidating basic mechanisms of brain function, the
research has critical implications for understanding the neural substrates of anx1ety, affective
disorders, posttraumatic stress disorder and the effects of chrld abuse.

Historically, a stumbling block in this arena has been that pCOple thought of emotion as part of
the domain of mind and consciousness, and thus not accessible to neurobiological research. But
recently, several NIMH grantees have designed research models that permit emotion to be
subject to rigorous scientific study. One project that vividly illustrates the recent progress
involves the study of fear. In humans, behavioral responses that are labeled “fear” reflect the
operation of brain mechanisms that have been preserved throughout evolution to ensure animals
survival in the face of threat; activation of these brain mechamsms can lead to the emon onal
response that we term “fear.”

3
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A large body of research has examined how lesioning, or altering, various brain regions affects
classical fear conditioning. Those studies demonstrated that cortical brain regions--that is, those
involved in complex behaviors--were not necessary for a fear response. Ruling out such “higher
order” brain regions led a team of NIMH researchers to focus on the amygdala; the amygdala is a
core part of the limbic system, a region of the brain that emerged early in evolution to coordinate
processes important to survival. The investigators now have described, in some detail, the neural
circuitry in which sensory input signifying “danger” is sent directly to the amygdala; from this
hub, messages are sent to numerous brain areas that control the array of responses involved in the
“fight or flight” reaction (e.g., freezing behavior, increases in blood pressure and heart rate,
secretion of stress hormones, pain suppression, and other preparations for immediate protective
action). In addition, the amygdala forwards the information signifying danger to higher cortical
regions that are responsible for “understanding” the threat.

The research described above is complemented by work corroborating the conclusion that while
the cortex is not needed to establish simple fear conditioning, it does interpret more complex
information about the nature of a threat and the context in which a threat was first encountered.
By lesioning a specific brain region after an animal has been trained, or conditioned, to fear a
certain stimulus, investigators are able to determine what role different areas of the brain -- and,
even more precisely, specific “circuits” that make up the brain’s wiring -- play in a fear response.

Another approach to localizing a particular emotional state to discrete brain regions and circuits
is seen in NIMH-funded research that employs neuroimaging techniques -- scalp EEGs
(electroencephalograms), combined with PET (positron emission tomography) and fMRI
(functional magnetic resonance imaging) -- to examine the neural mechanisms that underlie
individual differences in registering, or processing, positive and negative emotions. Findings
support the differential roles of the two brain hemispheres in these different emotional states, but
point again to the central role of the amygdala. Imaging studies have permitted investigators to
study how environmental factors can lead to enduring changes in brain structure and function.
Findings from these studies have intriguing implications for understanding the origins of mental
disorders such as depression and anxiety.

NIMH-funded investigators also use neuroimaging technologies in research that aims to identify

" brain mechanisms that underlie explicit (conscious) and implicit (nonconscious) memory and to

identify patterns of neural activity that may be correlated with distortion of memory. In shedding
light on the effects of emotion on memory storage and retrieval, such studies provide insights
into conditions such as posttraumatic stress disorder, brain injury, and Alzheimer’s disease.

The picture that is emerging from these studies fits with whaft is known about the significance of
plasticity, or experience-driven changeability, at the molecular level in the brain. Further
research will yield an increasingly complete picture of the circuitry that underlies fear, emotion,
memory, and control of moods. Knowledge gained will be further advanced through the
capability, now afforded by genetic engineering technologies in mice and other animals, to
dissect the mechanisms underlying several forms of learning and memory.

NIMH - 11
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SCIENCE ACCOMPLISHMENTS

Understanding Schizophrenia - Evidence continues to amass that schizophrenia is, at least in
part, a disorder of neuronal development. In postmortem examination of brains of patients with
schizophrenia, NIMH-supported researchers recently found significant changes in the distribution
of interstitial neurons (adult remnants of the cortical subplate from which cortical neurons arise
and differentiate in utero) in the frontal cortex area. The ch'anges are consistent with

disturbances during brain development that result in defective cortical circuitry. To test this
neurodevelopmental hypothesis of schizophrenia, it is important to take advantage of broader
opportunities that exist to understand fundamental developmental neurobiology. NIMH proposes
to stimulate research in this area. :

Depression, Mood Disorders, and Anxiety - Manic-depressive illness (MDI), or bipolar
affective disorder, a severe mental disorder in which episodes of mania are interspersed with
periods of depression, affects about 1 percent of adults in the U.S. and, untreated, carries a 20
percent risk of suicide. Twin, family, and adoption studies have shown that a susceptibility to
MDI is inherited, but the mode of inheritance has been difficult to ascertain because there appear
to be multiple genes involved. NIMH intramural researchers, studying families with the iliness
among the Old Order Amish, have located specific regions on chromosomes 6, 13, and 15 that
may contain genes involved in MDI. In addition, NIMH-supported extramural researchers, who
are studying two large Costa Rican families, found evidence that MDI is linked to genes on a
specific region of chromosome 18 (18q23) and that there is a parent-of-origin effect.

Understanding Learning and Memory - Using state-of-the-art genetic engineering and cell
recording techniques, NIMH-supported researchers have begun to describe the underlying
biology that enables brain cells in mice to form mental maps as they explore new places.
Recordings were made from place cells (different place cells are active as an animal moves
around, thus creating place fields in the brain that correspond to the animal’s position and

‘movement in its physical environment) in the hippocampus (a seahorse shaped region deep in the

brain that plays a role in memory) of freely moving mice placed in an experimental chamber. -
The mice were genetically engineered to change a single gene that is important in lorig-term
potentiation, a process important in memory formation wherein neurons create strong, long-
lasting connections. The researchers discovered that the memory-forming place cells in the
genetically altered mice failed to form patterns that corresponded closely to the experimental
container. Place cells in the experimental mice were less abundant, less precise, and less stable
over time. The findings demonstrate that long-term potentiation of place cells in the
hippocampus is important in the creation of spatial maps. This knowledge brings us closer to an
understanding of the molecular basis of memory formation in the brain.

Chronobiology - Seasonal changes in behavior and physiology, such as those involved in
breeding, migration, and hibernation, are ubiquitous among animals and generally are triggered
environmentally by changes in the length of the night. Melatonin, a hormone released at night
from the pineal gland in the brain, plays a key role as a chemical transducer of the effects of
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seasonal change in night-length on behavior. Nerve cells in the brain that regulate breeding and
other functions-that vary on a seasonal basis possess the ability to monitor melatonin release and
its duration. Thus, when the duration of nocturnal melatonin release lengthens, the cells trigger
winter-type behaviors. NIMH-intramural researchers have demonstrated that humans have
retained similar mechanisms in their brains. Individuals were exposed to light under carefully
controlled conditions and their blood hormone levels, sleep, and body temperatures were

‘recorded around the clock. When the experimental “nights” were lengthened, the duration of

melatonin secretion also lengthened, showing that the human brain can detect changes in night
length and transduce this signal into changes in the duration of melatonin secretion. These
results provide insight into the effect of modemn lighting on natural patterns of human sleep, and
also are relevant to understanding the biological basis of seasonal changes in humans including
changes in mood associated with seasonal affective disorder and with reproductive function.

Treatment for Depressed Children - Although increasing numbers of children and adolescents
have clinical depression, relatively little is known about the specific treatment needs of these age
groups. An NIMH-supported double-blind, randomized placebo-controlled clinical trial of the
antidepressant, fluoxetine (Prozac), was conducted in children and adolescents suffering from
major depression. The majority of patients (56 percent) who received this antidepressant were
much improved or very much improved after § weeks, compared to only 33 percent of patients
receiving placebo. This study is the first to show positive effects of an antidepressant in children

~ and adolescents with major depression.

Antineuronal Antibodies and Childhood Mental Disorders - NIMH intramural researchers
have identified a subset of childhood-onset obsessive-compulsive disorder (OCD) and Tourette’s
disorder patients whose symptoms appear to be mediated through antineuronal antibodies that

_arise in response to strep throat (Group A beta-hemolytic streptococcus (GABHS)) infections.

This unique subgroup of children is distinguishable from patients with other forms of OCD and
movement disorders, and this syndrome is now identified by the acronym PANDAS (Pediatric
Autoimmune Neuropsychiatric Disorders Associated with Streptococcal infections). Children
with acute exacerbations of PANDAS are being enrolled in a trial of immunomodulatory
treatments. A placebo-controlled trial of penicillin prophylaxis is underway to determine if
prevention of GABHS infections will decrease OCD and Tourette’s symptom exacerbation for
patients with PANDAS. The antineuronal antibody hypothesis for neuropsychiatric disorders
constitutes a major shift in understanding episodic childhood disorders.

Cognitive-Behavioral Therapies for Children - For children with mental disorders, it is
especially important to develop treatments based on psychotherapies, rather than having to rely
entirely on medications. NIMH places a high priority on such research. A recent study focused
on school-age children with anxiety disorders, which tend to persist throughout childhood and

- adolescence and continue in adulthood unless treated; these disorders are associated with a range

of psychological and social impairments. The researchers developed a 16-week cognitive-
behavioral intervention specific to the needs of children with anxiety and found that this
otherwise persistent emotional problem could be effectively reduced and that treatment effects
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were maintained for more than three years after the treatment. 'Other NIMH-supported clinical

research is addressing the question of which treatments—psychosocial treatment, medication, or -

both—are most effectwe for which children with attentlon-deﬁclt/hyperacnwty dlsorder

.Anorexia Nervosa‘ Epidemiology - Anorexia nervosa, a syndrome of extreme, often life-
threatening weight loss associated with a distorted body image and a pathological fear of gaining
weight occurs predominantly in young women and causes death in 10 percent of patients.
NIMH-supported researchers have studied the occurrence and risk factors for this disorder i ina
population-based sample of female twins. The lifetime prevalence of anorexia was found 1o
range from 0.51 to 3.70 percent and the mean age of onset was. 18-20 years. If one twin suffered
from anorexia nervosa, the co-twin was found to be ata sxgmﬁcantly higher risk for anorexia
nervosa, bulimia nervosa (another serious eating disorder), major depression, and current low
weight during her lifetime. These results indicate that anorexia nervosa occurs with a range of
symptom severity, that it is familial in nature, and that it shares familial roots with major
depression and bulimia nervosa.

Anorexia Nervosa: Treatment - A variety of treatment approaches are effective in the acute
phase of weight restoration for anorexia nervosa; however, follow-up studies indicate that, for
many patients, these interventions are insufficient. In spite of mmal progress during the acute
weight-gain phase of inpatient care, approximately 30-50 percent of individuals relapse to the
extent that they require repeated hospitalizations. Both pharmacological and psychological
approaches to relapse prevention in weight-restored patients with anorexia nervosa are bein g
evaluated in clinical trials supported by NIMH. One trial is evaluating post-hospitalization
treatment with the antidepressant, fluoxetine (Prozac), and preliminary data analysis indicates

“that most patients on active drug respond, whereas the majority of placebo-treated subjects do not
respond. Other NIMH research is evaluating the efficacy of nonpharmacological relapse-
prevention strategies for anorexia nervosa patients and preliminary indications are that cogmtwe-
behavioral therapy (CBT) can also maintain improvement in pauents after successful
hospitalization for weight restoration. ’

Diagnosing Alzheimer’s Disease - NIMH- and NIA-supported collaborating researchers have
found that people who inherit a gene known as apolipoprotein-E4 (APO-E4), that is associated -
with Alzheimer’s disease (AD), also have reduced brain function before experiencing clinical

* symptoms of the disease. The researchers identified subjects in their 50s or older, who had mild
memory complaints, and had several relatives suffering from AD. Family members who already
had AD were also examined. All subjects received positron emission tomography (PET) brain
scans and a genetic assessment for APO-E4. The relatives who did not have dementia, but who
inherited APO-E4, had lower brain function and greater right-left brain asymmetry in the parietal
* region of the brain than those without APO-E4. The demented patients showed the greatest
reductions in brain function. Thus, the combination of genetic assessment and PET scanning
may allow the identification of patients in the early stages of AD, and intervention before
permanent brain damage becomes extensive. i ‘
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* Suicide in the Elderly - Older Americans are disproportionately likely to kill themselves;
. comprising only 13 percent of the population, they account for 20 percent of all suicides. To

determine what factors contribute to suicide risk, NIMH-supported researchers developed a
psychological autopsy method that entails interviews with families and associates to determine

the person’s state of mind just prior to the suicide. When this psychological autopsy was ‘
conducted in reference to 141 suicide victims (ages 21 to 92 years), investigators found that over
90 percent of victims had at least one diagnosable mental illness, with the type of illness varying
across the life course. Comorbid substance use and mood disorders or psychotic illness were

more common among younger suicides, while major depression alone predicted older suicides.

- Importantly, many late-life depressions are highly amenable to treatment and at least 70 percent

of these victims had visited primary care providers within a month of the suicide. The findings
point to the urgency of enhancing both the detection and adequate treatment of depression in
primary care offices as a means of reducing the risk of suicide among the elderly.

Treatment of Bipolar Disorder in African Americans - An NIMH-supported study compared-
the lithium red blood cell/plasma ratio (LR) in Caucasians with bipolar disorder to that in African
Americans suffering from the disorder. The study participants received the same therapeutic
dosage of lithium. Results indicate that the LR was higher in the African Americans and that
these individuals also had increased side effects from the medication. These findings suggest

- that African Americans may be more susceptible to side effects from lithium tIeatment and that

lower dosages are necessary.

Mental Stress and Heart Disease - Psychological stress has long been implicated as an
etiological factor in numerous physical ailments including heart disease. Recently, NIMH-
funded scientists subjected patients with coronary artery disease to both physically- and mentally-
induced stress tests sufficient to produce myocardial ischemia in 2/3 of the patients, and
determined the relationship to subsequent cardiac events over a 2-year period. Those patients.
who demonstrated myocardial ischemia subsequent to mental stress were nearly three times as
likely to suffer an adverse cardiac event (infarct, bypass surgery, angioplasty) than those who did
not. Patients with exercise-induced ischemic reactions were not more likely to exhibit a cardiac
event than those who did not have reactions.

The Impact of Clinical Depression on General Health - Major depression is the most common
clinical problem that primary care physicians are called upon to diagnose and treat in adult
patients; greater awareness of depression has been paralleled by research documenting the often -
compounding effects that a clinical depression can have on a person’s general health. One recent
study funded by NIMH prospectively examined whether a major depressive episode increases the
risk of myocardial infarction. The research involved 1,551 people who had taken part in a study
in the early 1980's documenting depression in the general population. Those who had been
diagnosed with a major depressive episode at that time were found to have had a fourfold
increased chance of having a heart attack in the intervening years. The data were statistically
adjusted to account for factors such as age, sex, smoking, marital status, and history of high
blood pressure, all of which can affect heart attack risk. This study is unique because rather than
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examining depression in people who already suffered a heart attack, the researchers assessed
depression years before heart attacks occurred. In a second study, NIMH investigators found that
women who have had bouts of severe depression tend to have thinner, weaker bones that are
prone to fracture. The research revealed bone mineral density in the spine and hips to be
significantly lower in women with a history of depression than in a non-depressed control group.
The findings give particular cause for concern given that the women’s average age was 41;
despite their relative youth, about a third of the depressed subjects had a level of bone loss
usually seen only after menopause, when bone-thinning changes associated with osteoporosis
become a major health problem. The investigators now are seeking causes; likely explanations
include poor nutritional habits among deprcssed patients, or hormonal problems associated with

depression.

Mental Health Services Research - Although the number of elderly patients with schizophrenia

18 increasing significantly, little is known about their use of community mental health services.
_ Studies of community mental health service use and costs as a function of patient demographic

characteristics, diagnosis, and age were conducted with NIMH funding, using data from the San
Diego county mental health system in fiscal years 1986 and 1990. In both years, total costs for

. schizophrenia were higher than for other psychiatric disorders and were age-dependent. Costs
'were highest for the youngest (18-29 years) and oldest patients (65+ years), and the average

annual cost for elderly persons was comparable to that for the youngest age cohort. People
diagnosed with schizophrenia age 75 and older show the sharpest rates of increase in mean cost
of services. As this age group is the most rapidly growing segment of the populanon, this cost
increase becomes particularly significant.

‘Mental Disorders and Disability - As general medical pfoviders assume an increasingly critical

role in the delivery of mental health services, questions about the costs and cost-effectiveness of
mental health treatments provided in general medical settings have become an urgent research
topic. In one study of primary care patients in a large health maintenance organization, NIMH-
supported investigators found that anxiety and depressive disorders were associated with
markedly higher health care costs. The increase was due to high use of general medical services
by patients with these disorders, and not to higher mental health treatment costs. Optimal mental
health treatment could lead to reductions in patlents demand for general medical services,
thereby producing substantial cost savings.

Cost-effectiveness of Mental Health Care - A focus on cost containment in the health care

“system frequently subverts clinicians’ interest in adhering to clinical practice guidelines because

clinicians perceive “practice by the book™ as more expensive. Yet research supported by NIMH
has shown that while providing mental health care that adheres to practice guidelines would

result in a 20-30 percent increase in immediate treatment outlays, such care also would quadruple
the return on each dollar spent on treatment. This dividend, which was calculated by applying a
sophisticated economic model to data on the clinical treatment of depression in three major U.S.
cities (Boston, Chicago, Los Angeles), reflects the cost-effectiveness of treatment, a measure that ‘
takes into account such gains as restoring a patient’s ability to work at a paying job. These
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findings illustrate a dilemma: That is, long-term and overall “value-of-care” is purchased at a
cost of increased short-term outlays for treatment. The benefits to patients (in terms of regained
functional abilities and quality of life) and to an employer and society (in terms of increased
productivity) do not immediately or directly offset the costs of treatment. The research suggests
a need to devise incentives for high quality care—ideally, reimbursement that permits health care
plans to recapture their social contribution.

JE I !] i

Gaucher’s Disease - Gaucher's Disease results from an inherited deficiency of the enzyme beta-
glucocerebrosidase, which leads to severe anemia, enlargement of the liver and spleen, bone
disease, and in some instances, neurologic consequences and early death. This inherited
- metabolic disease affects approximately 10-20,000 Americans of primarily Eastern European
) ancestry. The research of NIMH scientists, who recently developed a transgenic mouse model of
Gaucher’s disease, has led to a much clearer understanding of the pathophysiology, or
mechanisms, of the disease, as well as immediate treatment benefits for patients. Present
treatment of this disease requires expensive enzyme infusions, costing $100,000 to $300,000 per
patient annually. Using gene manipulation techniques, these investigators have produced the -
- missing enzyme and chemically modified it to increase its plasma survival time. The innovation
g will permit a drastic decrease in dosage requirements and is also expected to decrease treatment
costs and antigenicity.

&

COSTS OF MENTAL ILLNESSES AND COST-SAVINGS RESEARCH

The most severe and disabling forms of mental illnesses——such as schizophrenia, manic-
depressive illness, major depression, panic disorder, and obsessive-compulsive disorder—affect
more than 5 million adults in the U.S. However, these severely ill patients represent only a part
of a broader problem from which few families are immune, for mental disorders can and do
occur from childhood to old age, irrespective of gender or race. Overall, one in 10 Americans
experience some disability from a diagnosable mental illness in the course of any given year.

The annual costs of mental illnesses
were estimated for NIMH by leading

economic researchers, based on actual . Economic Impact of Mental linass in g

health economic data for 1985 and ; 1990 i

updated in 1990. The annual coststo ' o 1
the nation of all mental disorders ' o W

(severe and less severe) were more than 2

$147.8 billion in 1990. As depicted in E w L
the chart, $69.3 billion were in direct £ o f

costs of treatment, while lost 8=

productivity of patients and other , Orect  hdrect  Tot

indirect costs totaled $78.5 billion. ‘

Direct treatment costs for all mental
disorders ($69 billion) were
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approximately 10.4 percent of the total $666 b11110n inU. S health care expenditures in 1990. In
the same year, total costs associated with severe mental 111nesses exceeded $73.5 billion; this sum
included more ;han $27.6 billion in direct costs and $45.9 pxlhon in indirect costs. * ‘

The distress that accompanies mental illness is exacerbated by an increased financial burden to
patients and their families because people with mental illness do not receive insurance coverage

" commensurate with that available to people with other illnesses. This inequity is currently under

study by Congress NIMH, and other concerned Federal agcncies In early 1997, indications are
that efforts to improve insurance coverage for mental hcalth care will be linked to management
of mental health care. v

Managed care systems potentially offer a way to control th:e direct costs of mental health care;
however, the perceived overriding commitment of managed care systems to reducing the costs of
treatment has raised some concern about the impact on quality of care and possible
undertreatment. It is nonetheless possible that, for both acute and chronic severe mental illness,
long-term costs could be minimized by tailoring the treatment to the individual and by consistent,
careful management of illness episodes and crises. Managed care for mental illness also offers.
the possibility that, through collaboration with researchers,  managed care programs may have the

incentive to develop more effective prevention and treatment modalities for child and adolescent

care. The NIMH has developed an active portfolio of health services research that studies the -
impact of multiple forms of managed care upon both panent outcomes and treatment costs.

~ Highlights of recent findings include:

. NIMH-supported researchers have studied the experience of Massachusetts, the first state to
- shift the administration of Medicaid mental health benefits for all beneficiaries to a
- behavioral managed care company. After managed care was introduced, the number of
beneficiaries treated increased, inpatient admissions and length of stay decreased, and
overall expenditures dropped. No cost shifting to the/Department of Mental Health was
found. Follow-up studies of the trade-offs between quahty of care and costs are now
needed. : : :
P

. Major depression is experienced by 6 to 8 percent of primary care patients. Ambulatory
medical patients who were experiencing major depres}siOn were randomized to either
standardized mental health care treatments (psychotherapy or antidepressant medications)
or the usual care provided by primary care physicians. Both standardized treatments
produced markedly higher 8-month recovery rates than a physician’s usual care,
demonstrating the value of adhering to the practice guidelines recommended by the -
Depression Guideline Panel of the Agency for Health, Care Policy and Research. -

|

-

? “Djsease-specific Estimates of Direct and Indirect Costs of Illness and NIH Sl.l'ppdrt,”
Report to Congress. Appendix: “Mental Disorders;” “Mental Disorders - Severe Disorders.”
(Department of Health and Human Services, National Institutes of Health. November, 1995.)
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-+ Inrecognition that few patients with major depression who are evaluated in a primary care
setting receive guideline levels of antidepressant medication or psychotherapy, NIMH-
supported researchers developed a collaborative model of care that increased education
about depression and also integrated mental health professionals into the primary care
treatment of depression. This innovative collaboration increased patient adherence to
antidepressant medication, improved patient satisfaction with care of depressior, and
resulted in more favorable outcomes than typically achieved by primary care physicians.

«  Inaresearch project responsive to concerns that enrollments of HMO members with mental
illnesses may be prematurely terminated, NIMH-supported investigators found that people
with diagnoses of schizophrenia or bipolar disorder who were members of a large HMO
remained enrolled longer than members who did not have severe illnesses. Use of public

* sector community mental health services predicted longer enrollment for the severely
mentally ill people, but membership duration was unrelated to the HMO’s costs for their
care. This suggests that collaboration between HMOs and public mental health programs
could be beneﬁc:lal for people with severe mental dlsorders :

. Cos‘t-containment policies may affect the distribution and style of counseling or
.psychotherapy for depression. This variation has been demonstrated in the RAND Medical
Outcomes Study (MOS), which followed 617 depressed patients of psychiatrists,
psychologists, other therapists, and general medical clinicians who were associated with
pre-paid and fee-for-service plans (group practice-style HMOs; large, multi-specialty,
mixed pre-paid and fee-for-service group practices; and single specialty small group and
solo practices) in three urban centers (Los Angeles, Boston, Chicago). The investigators -
found large differences in the use of brief counseling for depressed patients of general
medical clinicians compared with those of mental health specialists. Prepayment was
associated with lower counseling rates than fee-for-service care among general medical
patients with depressive symptoms or current depressive disorder. Counseling style
differed markedly by specialty but only slightly by payment method.

INNOVATIONS IN MANAGEMENT AND ADMINISTRATION
Publfc Private Partnerships

Intramural Research Program (IRP) The IRP continues to develop its growing partnership
with other Federal laboratories, State and local governments, universities, and pharmaceutical

and biomedical technology companies. Under the mandates of the Federal Technology Transfer
Act of 1986 (FTTA), as amended, and Executive Order No. 12591, IRP scientists have engaged
in a steadily increasing number of collaborative research activities based on their inventions. At .
the end of FY 1996, nine Cooperative Research and Development Agreements (CRAIDAs) were
active, and three new patent applications were filed from the ten Employee Invention Reports
(EIRs) submitted. Additionally, three new patents were issued, bringing the total number of
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patents issued to NIMH investigators to fifty. Lastly, thlrteen new blologxcal matenals were also '
identified for hcensmg :

A new method to identify persons susceptible to autoimmune neuropsychiatric disorders is an
example of an invention created by NIMH intramural scientists with sxgmﬁcant potential for
benefiting public health. Certain autoimmune diseases have accompanying psychological
symptoms, including obsessive-compulsive behavior, hyperacthty, emotional lability, and
irritability. In patients at-risk for developing these symptoms due to autoimmune disease, there is
a dramatic increase in the number of B lymphocytes expressing the D8/17 alloantigen. IRP
scientists have shown that detection of the D8/17 antigen predicts obsessive-compulsive disorder
(OCD). Detecting thé antigen holds the promise of identifying subsets of persons at genetic risk
for developing other autoimmune-mediated neuropsychiatric disorders, such as Tourette’s’
syndrome (TS) and attention-deficit/hyperactivity disorder (ADHD). The long-term benefit of an
~ effective trait marker for such disorders would be the ability to screen at-risk children and to
prevent a substantial number of children from developing these disorders each year. In the short-
term, use of the D8/17 marker to identify affected and susceptible individuals will improve ‘
research into the etiology and pathophysiology of OCD, TS, and ADHD by allowing scientists to
define a more homogeneous subgroup of patients for study; provide patients and their families
~ with more accurate descriptive and prognostic information; and promote the development of
prophylactic treatments designed to address the underlymg mechamsms of these dlsorders rather
than mere symptom palliation. ‘ f

Anxiety Disorders Education Program In FY 1997, NIMH Iaunched an initiative to educate
people about anxiety disorders and to decrease stigma and: ‘trivialization of these disorders. More
than 23 million people suffer from anxiety disorders such as posttraumatic stress disorder '
(PTSD), obsessive-compulsive disorder (OCD), phobias, generahzed anxiety disorder, and panic
disorder. Research is beginning to illuminate the specific circuits in the brain that underlie these
neurobiologically based disorders that are diagnosable and treatable.- NIMH began this education
effort to combat delay in receiving treatment for all types of anxiety disorders: for example, on
_average, patients with PTSD do not receive treatment unt1l eight years after the traumatic event.

' Education about anxiety disorders is especially important, because left untreated, these disorders

place people at risk for another anxiety disorder, depress:on or alcohol or substance abuse

problems. Because research has shown that 2/3 of sufferers have a comorbid physical illness,

one facet of the campaign is aimed at primary care physmlans who have a special opportunity to

recognize the disorders and encourage treatment. NIMH has set up a special tolE free number 1-

888-8-ANXIETY. : ~
. l

Reviews of Portfolio and Other Activities NIMH has b«;egun systematic reviews of a number of

areas of research priority or special concern to its research community, Congress, and the public.

Areas under review include: (1) the state of the field of genetics of mental disorders and future

areas of research promise; (2) the UNOCCAP (Use, Neede, Outcomes and Costs for Child and -

. Adolescent Populations) cooperative research program, néeded because the study has evolved

significantly from the original peer-reviewed concept; (3)'in consultation with constituent groups,
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a wide-ranging examination of how to improve communication among the diverse communities
interested in NIMH activities; (4) the state of the field of prevention research, in particular, the
possibility for progress in AIDS prevention models and for their transfer to mental disorders; and
(5) the implementation of the recommendations of the “Blue Ribbon Panel” that has recently
completed its evaluatlon of the NIMH intramural program

Streamlmmg and Remventlon |

NIMH has taken significant steps to streamline management strategies and administrative
processes to enhance its effectiveness and efficiency in support of its mission. For example:

+  NIMH produces quarterly scientific publications that include the Schizophrenia Bulletin
and the Psychopharmacology Bulletin. These publications are among the top 100 sellers in
the Government Printing Office (GPO) inventory. Taking advantage of newly available
authority to solicit bids from printers and to negotiate directly with the GPO, NIMH was
able to reduce the costs of printing, distribution and subscriptions service for these and
other materials while securing increased quality control. NIMH is now able to deal directly
with the local printer contractor and to oversee the work to maintain schedules and
production excellence. The savings from this activity help to preserve other Institute
operatmns that are similarly supported from research management and support funds.

*  Because of increased computerization of the grant award procedures, fewer grants clerks
are now required to process paperwork, but more grants specialists with particular expertise
are needed. The Institute resolved to use its current workforce in the most practical manner
and placed the clerks on COTAs (Career Opportunities Training Agreements) for education
to upgrade their skills to specialists, saving NIMH the expense of new hires and retammg
productive workers. . ,

¢« To monitor NRSA (National Research Service Awards) payback compliance, NIMH gave
a position and transferred an employee to the National Institute of General Medical
Sciences (NIGMS) in a service center concept, whereby one Institute agrees to provide
expert service to others needing the same type of work. NIGMS has the largest operation
of NRSA awards and monitoring, which has reduced NIMH costs and provided better
service. :

¢« NIMH employees developed a program for computerized committee management. . The -
Institute uses the program to improve the accuracy of reporting the costs associated with
grant review that are paid through Chairman’s grants (U09). The program has proved its
usefulness and now other Institutes are using this NIMH software to better manage their
* committees. :

. Sectibn 301 of the Public Health Service Act allows NIMH, the National Institute on

Alcohol Abuse and Alcoholism (NIAAA), and the National Institute on Drug Abuse
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(NIDA) to issue certificates of confidentiality to researchers who demonstrate that ordinéry
access to their patient/subject rosters would prevent recruitment into their studies. NIMH is
establishing a service center, for use by all NIH Institutes, to clear and issue these:
certificates. The activities have been relocated to NIMH’s Office of Resource Management
‘ : using current employees, saving approximately one man-year and $80,000 per year in

- salary and benefits for NIMH.

«  In order to maximize resources for research, NIMH is negotiating the integration of NIMH
grant review with the NIH Division of Research Grants review system,; this will reduce
overlap in review committees and enhance the integration of neuroscience throughout all

NIH institutes.

BUDGET POLICY

The FY 1998 President's re.quest of $629,739,000 for NIMH Vrepresents an increase of
$25,595,000, or 4.2 percent. This amount will support 828 full time equivalents (FTEs), the
- same number as in the FY 1997 estimate. Funding for the National Institute of Mental Health

during the last five years has been as follows:

~ Funding Levels - FTE Levels

{Dollars in Millions) 1000 ;“.J‘f‘f,
$700 , g » “
5 : ‘ seoad]  o2et 800 ¢
$600 — e 35885 FEO | P
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$300 |
L 200 5 ] T
szoo—i—' ’ i T—r‘—]
$100 - S B i T S A T P
1993 1994 1995 1896 1897 1998 | 1993 1994 1995 1996 1997 1998

Fiscal Year Fiscal Year

. . ! .

e NIH policy links research project grants (RPGs) average cost increases to total program
budget requests. The FY 1998 President’s Budget requests a 2.6 percent increase for NIH.
Thus, Cost Management Plan increases of two percent will be provided for RPGs. In’
general, individual noncompeting RPGs will receive increases of two percent over FY 1997
levels. Average costs of competing RPGs will increase by up to two percent over FY 1997.
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These increases parallel current projections for FY 1998 inflation indices of 3.1 percent for
the Biomedical Research and Development Price Index (BRDPI) and 2.6 percent for the
Gross Domestic Product (GDP). : ‘ ‘

The total request for NIMH includes: . NIMH - Mechahisms as % of total

- $338,308,000 for research project grants,

an increase of $20,731,000, or 6.5 percent. :

- $58,749,000 for 50 centers, an increase —

of $1,152,000, or 2 percent. . ,FY 1998 REQUEST 828VFTEs

- $70,080,000 for other research, an ' $629.7 million
increase of $1,374,000 or 2 percent. " [ All Othier 11.1%]
- $30,912,000 for research training, an Bl | Res. Mgt & Support 4.5% ]
increase of $606,000, or 2 percent. , /
- $13,587,000 for R&D contracts, an ' : b intremural Rescarch 14.3% |
increase of $266,000, or 2 percent.
- $90,028,000 for Intramural research, an
increase of $1,466,000, or 1.7 percent,
and $28,075,000 for research
management and support, which remains '
at the FY 1997 level. - o ' -

SPECIAL EMPHASIS AREAS

In FY 1998, NIMH plans to spend $21,000,000 in NIH special emphasis funds for i mvestlgatop—
initiated research on:

+  “The Biology of Brain Disorders” ($6,000,000)— NIMH intends to expand research on
neurobiology, neurodevelopment, and behavior. Our increasing ability to manipulate the
mouse genome has created remarkable new scientific opportunities to understand brain
development and function, along with the genetics of behavior, including support for
studies of targeted gene “knock-out” and “knock-in” mice. NIMH is also expanding
research in the neuroblology of emotion and motxvatxon using functional magnetic
resonance imaging.

. “New Avenues for Development of Therapeutics” ($8,000,000)— NIMH plans to expand
efforts to discover and develop drugs to combat mental illness in all age groups. -
Chemistry, structural biology, genetic information and advances in cell biology are
providing new tools for these advances. Already, fundamental discoveries about brain and

i ' behavior are having an immediate impact on clinical research directions and, in turn, on the

- efficacy of treatments available to persons with mental illness. The introduction of novel,

second-generation antipsychotic drugs that began' with Clozaril (clozapine) has been

followed in quick succession by the recently marketed Zyprexa (olanzapine), risperidone
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(Risperdal), and the soon-to-be-marketed Seroquel (dibenzothiazepine) and sertindole. The
new medications are ushering in dramatic and rapid enhancements in the treatment of
schizophrenia and schizoaffective disorder. By 1998, front-line clinicians across the Nation -
will need to know which of an array of first- and second-generation drugs to try with what
type of patient. To ensure that they possess the necéssary information, NIMH proposes a
research initiative that would serve to inform clinical guidelines and clinical practice. The

~ proposed research will explore the use of the new anti-psychotic medications for patients
who vary in the type of schizophrenia they have and in the stage of their illness; the
differences include first-break, chronic, treatment-resistant, with comorbid substance abuse,
and with associated depression. : ’

“Genetic Medicine” (35,000,000)— NIMH proposes greatly expanding research efforts in
the genetics of mental disorders. The genetics of the serious, common mental disorders--
schizophrenia, schizoaffective disorder, manic depressive illness, major depression, autism,
panic disorder, and obsessive-compulsive disorder--have proved extremely complex. Past
approaches did not have the statistical power to discover vulnerability genes. Because of
the need for very large samples, this expanded effort will require a substantial multi-year
investment. In addition, since genetics may be the most important tool we possess to
decipher the pathogenesis of these disorders, we are undertaking a fast track evaluation of
the current status of the field and an examination of future research areas. ‘

“Developmental and Advanced Instrumentation” ($2;000;000}— NIMH is upgrading

neuroimaging capabilities that will be used by a wide range of NIH scientists from different
disciplines. '
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Budget Mechanism
FY 1996 T FY 1997 FY 1508
Actual . Estimate Estimate
No. Amount No. Amount No. Amount
Noncompeting 869 $215,349,000 841 $210 186,000 | 951 $236,246,000
Administrative supplementals (36) 2,190,000 (36) 2,271,000 |+ (36) 2,341,000
Competing: ;
Renewal 102 28,728,000 1ﬁ5 27,062,000 132 24,898,000
New 246 34,214,000 344 64,388,000 321 60,321,000
Supplemental 6 1,209,000 ‘8 1,866,000 5 1,717,000
Subtotal, competing - 354 64,151,000 497 93,316,000 458 83,936,000
SBIR/STIR ‘ 43 8798000 . - 58 11,804,000 56 12,785,000
Subtotal, RPGs 1.266 290,488,000 | 1 .394 317,677,000 | 1,465 333,308,000
|Rese !
Specialized/comprehensive 50 54,926,000 50 57,597,000 50 . 58,749,000
Clinical research o 0 0 0 0 : 0
Biotechnology .0 0 . 0 0 0 0
Comparative medicine 0 0] 1o 0 0 0
Research centers in minority institutions 0 0 ‘0 . 0 0 0
Subtotal, Centers 50 54,925,000 50 57,597,000 50 58,749,000
- | R | |
Research careers 290 32,362,000 290 33,236,000 290 33,901,000
Cancer education 0 0 . 0 0 0 0
Cooperative clinical research 3 9,411,000 31 9,665,000 31 8,858,000
Biomedical research support 4] 0 "0 0] 0 | 0]
Minority biomedical research support 0 0 -0 0 0 ' 0
Other : 50 23,580,000 49 25,805,000 49 28,321,000
Subtotal, Other Research 371 65353000 : 370 68,706,000 370 70,080,000
Total, Research Grants 1,687 410,767,000 ! 1814 443,880,000 | 1885 467,137,000
, ; | ,
Training FTTPs o gFTTPs - FTTPs -
Individual 255 4589000 . 255 5252000 255 5,357,000
Institutional ' o87 23160000 @ 987 25,054,000 987 25,555,000
Total, Training ;‘ 1,242 27,749,000 1.2’42 30,306,000 | 1,242 130,812,000
|Research & development contracts | 35 12671000 | 135 © 13321000 | 35 13,587,000
(SBIR/STTR) 5 (4) (415,000) | i (1) (426.000) ' (1) (435,000)
, e O ,
: - ETEs | FTEs | FIEs
ltntramurai research 521 86.899,000 [ 516 88562000 | 516 90,028,000
| oy L : A
Research management and support 307 28,090,000 312 28,075,000 E 312 28,075,000
’ X [ ’ ' .
Cancer prevention & control | 0 0 Q ;0 0! 0. 0
i . | i .
Construction fooo 0, ‘0 0o 0 0
[
Total, NIMH 828 566,476,000 | - 828 ° 604,144,000 828 "'9 739, 000
(Clinical Trials) {54,594 000) : ' (58,510,000) | (61 162 000)

Note: Includes FTEs associated with HIV/AIDS research actlvmes Funds to support these FTEs are mcluded

in the Office of AIDS Research

i
i
|
i
'
|
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Budget Auth,o_r_ity_by,Ac_tiy_im

(dollars in thousands)
B FY 1996 FY 1997 FY 1998
Actual Estimate Estimate Change
B FTEs Amount FTEs  Amount FTEs  Amount FTEs  Amount
Extramural Research:
Extramural research and - : ’
training 451,426 487,507 511,636 24,129
Subtotal, Extramural research 451,426 487 507 511,636 24 129
Intramural research 521 86,899 516 88,562 516 90,028 0 1,466
Research management e .
| and support 307 28,090 312 28,075 312. 28,075 0 0
| Total obligations 828 566,415 828 604,144 828 629,739 0 25,595
Unobligated balance
lapsing 61 0 0 0
Total, budget : A .
authority 828 566,476 828 604,144 828 629,739 0 25,595

Note: Includes FTEs associated with HIV/AIDS research activities. Funds to support
these FTEs are included in the Office of AIDS Research.
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Summary of Changes |
1997 Estimated budget authority | $604,144,000
1998 Estimated budget authority 4 ! 629,739,000
Net change . ~ , | 25,595,000
1997 Current ~ -
'Estimate Base Change from Base
i Budget Budget
» FTEs . 'Authority FTEs Authority
Changes: '
A. Built-in: f
1. Intramural research: ‘ _ ; ‘
a. Within grade increase © $36,508,000 $540,000
b. Annualization of January f ‘
1997 pay increase ‘ 36,508,000 304,000
c. January 1998 pay increase ' - 36,508,000 . 767,000
d. Legislative proposal, 1.51% , 2
increase in the CSRS rate - 36,508,000 152,000
e. Service and supply fund 10,757,000 280,000
f. Increased cost of laboratory supplies, i '
materials, and other expenses ~ 13,148,000 342,000
| Subtotal ‘ 2,385,000
P |
| 2. Research Management and Support: , [
a. Within grade increase . 20,471,000 360,000
. b. Annualization of January . : i : :
1997 pay increase : : 20,471,000 170,000 |
. c. January 1998 pay increase : 120,471,000 430,000
d. Legislative proposal, 1.51% § . -
- . increase in the CSRS rate S 120,471,000 " 133,000
. ‘e Service and supply fund i 2,792,000 73,000 |
f f. Increased cost of laboratory supplies, P ' i
5 materials, and other expenses v . 3,355,000 88,000
i Subtotal ' ' « 1,254,000 :
. Subtotal, Built-in 3,639,000
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Summary of Changes-—continued -

1997 Current

Estimate Base Change from Base
No. Amount No. Amount
B. Program: , ; '
1. Research projects grants: ' '
a. Noncompeting 841 212,457,000 110 26,130,000
b. Competing 497 93,316,000 0 (6,380,000)
c. SBIR/STTR 56 11,804,000 3 - 881,000
Total 1,384 317,577,000 113 20,731,000
2. Centers 57,597,000 1,152,000 -
3. Other research 68,706,000 1,374,000
~ 4. Research training 30;.306.000 606,000
5. Research and development :
contracts 13,321,000 266,000
ETEs FIEs
6. Intramural research: «
a. Programmatic changes 516 88,562,000 0 (919,000)
b. Special emphasis areas 0 ‘ 0 0 0
Subtotal, intramural 516 B8!562,000 0 (919,000)
7. Research management and support 312 28,075,000 0 (1,254,000)
; : - ! s :
| Subtotal, program 21,956,000
| Total changes 25,595,000
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NATIONAL INSTITUTES OF HEALTH
National Institute of Mental Health
Budget Autharity by Object
FY1897 | FY 1898 | Increase or
: Estimate Estimate Decrease
Total compensable workyears:
Full-time employment , 828 828 0
Full-time equivalent of overtime and holiday hours 4 4 0
. |Average ES salary $114,604 $120,351 $5,747
Average GM/GS grade | 10.2 10.2 0
Average GM/GS salary 1$47,107 $48,096 $989
Average salary, grades established by act i
of July 1, 1944 (42 U.S.C. 207) '$57,929 $59,145 - $1,216
Average salary of ungraded positions $50,143 $51,196 $1.053
Fy 1997 FY 1998 | Increase or
Estimate Estimate Decrease
Personnel Compensation; . j
11.1  Full-Time Permanent '31,570,000] 32,833,000| $1,263,000
11.3  Other than Full-Time Permanent - 8,584,000 8,927,000 = 343,000
11.5°  Other Personne! Compensation 1,785,000 1,856,000 - 71.000
11.8  Special Personnel Services Payments 5,195,000 5,403,000 208,000
11.9  Total Personnel Compensation 47,134,000, 49,019,000] 1,885,000
12.0  Personnel Benefits 9,805,000 10,197,000 392,000
13.0  Benefits for Former Personne! i 40,000 42,000 2,000
Subtotal, Pay Costs | 56,979,000 55,258,000 2,279,000
© 21.0  Travel & Transportation of Persons 776,000 765,000 (11,000)
220  Transportation of Things 172,000 168,000 (3,900)
23.1 Rental Payments to GSA 0 0 0
23.2 Rental Payments to Others 11269.000 1,251,000 . {18,000)
i 233 Communications, Utilities & ‘ :
: Miscellaneous Charges 2:234 000 2,201,000 (33,000)
‘ 240  Printing & Reproduction 527,000 519,000 {8,000)
t251 Consulting Services :348,000 343,000 (5.000
¢ 252  Other Services 4,033,000 3,974,000 (59,000)
25.3  Purchase of Goods & Services from : A
Govemment Accounts 45,782,000, 45,471,000 (311,000) .
254  Operation & Maintenance of Facilities ; 0 0 0
255  Research & Development Contracts " 4,667,000 4,760,000 93,000
256  Medical Care : - 0 0 0}
257  Operation & Maintenance of Equipment 1{210,000 1,192,000 (18,000
25.8  Subsistance & Support of Persons - 0 : 0 0
25.0  Subtotal, Other Contractual Services 56,040,000 ° 55,740,000 {300,000)
26.0  Supplies & Matenals 5,016,000 4,943,000 (73,000
31.0  Equipment L 6,727,000 6,629,000 (98.000)
320 Land and Structures , 0 0 0
33.0 Investments & Loans ; o - 0 0
410  Grants, Subsidies & Contributions 474,186,000 498,049,000 23,863,000
420 Insurance Claims & Indemnities ;214,000 211,000 (3,000)
43.0 Interest & Dividends 4,000 4,000 0
440  Refunds 0 0 0
Subtotal, Non-Pay Costs 547,165,000 570,481,000 23,316,000
. ‘ g 0
Total Budget Authority by Activity 604,144,000 | 629,739,000 25,595,000

Note: Includes FTEs associated with HIV/AIDS research activities. Funds to support these FTEs

are included in the NiH Office of AIDS Research.
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i

FY 1998

FY 1997 o
: Estimate Estimate Change

Personnel Compensation: o ' il

Full-Time Permanent (11.1) $31,570,000 $32,833,000| $1,263,000

Other Than Full-Time Permanent (11.3) 8,584,000 8,927,000 343,000

Other Personnel Compensation (11.5) 1,785,000 1,856,000 71,000

Special Personnel Services Payments (11.8) 5,195,000 5,403,000 . 208,000
Total Personnel Compensation (11.9) 47,134,000 49,019,000, 1,885,000
Civilian Personnel Benefits (12.0) 9,805,000, 10,197,000 392,000
Benefits to Former Personnel (13.0) 40,000 - 42,000 2,000
Subtotal, Pay Costs 56,979,000 59,258,000, 2,279,000
Travel (21.0) 776,000 765,000 (11,000}
Transportation of Things (22.0) 172,000f 169,000 (3,000)
Rental Payments to Others (23.2). 1,269,000 1,251,000 (18,000}
Communications, Utilities and : i ,

Miscellaneous Charges (23.3) 2,234,000 2,201,000 (33,000)
Printing and Reproduction (24.0) 527,000 519,000 (8.000)
Other Contractual Services: ' , ‘
| Advisory and Assistance Services (25.1) 348,000 343,000 (5,000)
¢ Other Services (25.2) 4,033,000 3,974,000 (59,000)
. Purchases from Govt. Accounts (25.3) 37,128,000, 36,644,000 (484,000)
' Operation & Maintenance of Facililties (25.4) 0 0 0
i Operation & Maintenance of Equipment (25.7 1,210,000 1,192,000, = (18,000)
. Subsistence & Support of Persons (25.8) ‘ 0 0 0!
'Subtotal Other Contractual Services 42,719,000 | 42,153,000 (566,000)
‘Supplies and Materials (26.0). 5,003,000 4,930,000 (73,000)
Subtotal, Non-Pay Costs 52,700,000! 51,988,000  (712,000)
iTotal, Administrative Cost 109,679,000 111,246,000 1,567,000
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NATIONAL INSTITUTES OF HEALTH
Natlonal Instltute of Mental Health

SIGNIFICANT ITEMS IN THE HOUSE AND SENATE
APPROPRIATIONS COMNIITTEE REPORTS

i

e Appropriatio ittee Report Language
N

. Research Mission - The Committee notes that NIMH's new director has indicated his

intention to conduct a full review of the Institute's research portfolio as he considers NIMH's
research mission and priorities. The Committee strongly supports this internal effort, and
expects to hear the results at next year's hearings.”

Action Taken ¢ be Taken

The Director, National Institute of Mental Health (N IMH) has initiated a series of mternal
reviews together with the National Advisory Mental Health Council (NAMHC) Fiscal
accountability and expanding scientific opportunities require greater emphams on research
planning and prioritization. The Institute is taking appropriate actions to review and ensure
balance in the Institute's overall research portfolio. Internal assessment of all research
projects has been conducted based on: a) scientific opportunities, b) needs of the mental
health research community, and ¢) current Institute research strengths. In order to ensure
optimal planning and resource utilization by the Institute, advisory groups comprised of
external experts are: (1) evaluating the mission, infrastructure, and scientific strengths and
weaknesses of the NIMH Intramural Research Program; (2) evaluating the Institute's '
prevention research, (3) reviewing and recommending strategies for research on the genetics -
of mental illness, and (4) evaluating the research design and resource allocations for a
coordinated national effort to obtain information on childhood mental disorders in the United
States. The Director welcomes the opportumty to brief the Committee on the results of any
or all of these reviews.

i

Item

Clinical Experiences - The Committee understands that much basic behavioral research can
be brought to bear on the most serious mental disorders and encourages NIMH to develop

mechamsms to build a generation of basic behavioral researchers who are sensmve to clinical -
issues.’
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Action Taken or to be Taken

NIMH endorses the committee’s assertion that basic behavioral science research should be
‘brought to bear on serious mental disorders and other clinical issues. The Institute plans to
increase translations from basic behavioral science to the clinical domain, particularly with
regard to influencing junior investigators. For example, NIMH is examining the possibility
of expanding its Centers for Behavioral Science Research (which currently are designed to
integrate across social, psychological, and biological levels of analysis) to include designs
that link basic and clinical domains. Junior investigators and trainees constitute an integral
part of the centers as currently designed, and the adoption of an integrative basic-clinical
design would provide a meaningful training opportunity in integrative research at a formative
3 career stage. Another possibility is outreach to junior investigators in conferences and
i workshops as participants or attendees, as exemplified by the recent NIMH conference,
i “Advancing Research in Developmental Plasticity: Integrating the Behavioral Science and
the Neuroscience of Mental Health,” which involved both basic and clinical perspectives.
Plans for an upcoming integrative workshop on the contribution of basic cognitive science to
the understanding of anxiety and anxiety disorders also include junior investigators.

}

! - Item
Social Work Research - The Committee is pleased with NIMH's funding of social work '
research development centers. The Committee requests that NIMH be prepared to report on
the implementation of the recommendations of the NIMH-task force report on social work
research at its fiscal year 1998 budget hearings.”

Action Taken or to be Taken

NIMH has been actively implementing the recommendations of the Task Force on Social

. Work Research. The two major recommendations were that NIMH (1) continue to support
and develop the research infrastructure in schools of social work using the Social Work
Research Development Center (SWRDC) mechanism and (2) increase its support for research
career development in social work.

The Social Work Research Development Center announcement has been continued with a
once a year receipt date of February 1. During FY 1996, eight applications were reviewed
“and two new SWRDCs at Portland State University and at University of Washington, Seattle
were funded. In all, five SWRDCs received funding in'FY 1996. One new research project
at Washington University, St. Louis was funded and two Research Enhancement Projects,
‘3 related to the new SWRDC at the University of Washington, Seattle are pending.

Research grant support of social workers has also increased. In FY 1996, there were 19 new - |
or competing renewal research and research training grants to social workers. A research
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- training program at Columbia University directed by a social worker at the Research Institute.

of the National Association of State Mental Health Program Directors supports five
predoctoral students and a postdoctoral program. NIMH continues to support research
training in social work at Brandeis University, UC-Berkeley, University of Chicago,.
Washington University--St. Louis, and the Minority Fellowship Program at the Council on
Social Work Education. Individual predoctoral fellowsmps in social work were also funded

.at the University of Wisconsin, the University of Wash;ngton and the Umversxty of North

Carolina. Dissertation Research Grants were awarded to 4 social work students in FY 1996
at: UC-Berkeley; Washington University--St. Louis; University of Southern California; and
Columbia University. Support to the Institute for the Advancement of Social Work Research
(IASWR) provides technical assistance to schools, faculty, graduate students, and social work
practitioners. With the assistance of IASWR the Natlonal Association of Deans and
Directors of Schools of Social Work are developing a report on ways to improve research and
research infrastructure in schools of social work. Professional services contracts provide
support for curriculum development in mental health services research at the graduate and

baccalaureate levels. E

Research Plans - The Committee is pleased to learn that NIMH supported the development
of a behavioral science research plan aimed at reducmg depression, schizophrenia, and other
severe mood and anxiety disorders. The Committee encourages NIMH to consider the plan
in determining its research priorities, and looks forward to discussing the use of the plan in
next year's appropriations hearings.” :

Action Taken or to be Taken : '

NIMH supports the goals of the behavioral science research plan, developed under the
auspices of the Human Capital Initiative (HCI), through conferences, workshops, and, most
importantly, research programs that foster the understanding of the origins and scope of
mental illnesses, factors that influence the risk of mental disorder, interventions, and services

 research issues including barriers to access to treatment and services. For example, the

Institute has actively pursued the integration of social, psychological, and biological
perspectives in scientific understanding of the determinants of mental health and mental
illness through NIMH Centers for Behavioral Science Research. In addition, ongoing
programs actively foster research on social risk factors, psychological predispositions that

-may influence vulnerability to disorder, cognitive and attentional factors that may constitute

nisk, and protective factors. Recent programmatic activities have focused on the integration
of basic research and clinical perspectives in the investigation of risk. Conferences such as
“Advancing Research in Developmental Plasticity: Integrating the Behavioral Science and
the Neuroscience of Mental Health,” and future interdisciplinary workshops that will focus
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on the application of basic cognitive psychology to understanding clinical topics in
depression and anxiety also support the goals of the research plan
' |

We are pleased that the committee supports the National Advisory Mental Health Council’s
report, “Basic Behavioral Science Research for Mental Health: A National Investment,” and
its recommendations. With respect to the specific recommendations noted by the committee:
(1) FY 1996 funding for the portfolio of basic behavioral science supported by the NIMH
‘Behavioral, Cognitive and Social Sciences Research Branch increased nearly six percent over
FY 1995; (2) possible mechanisms spe<:1ﬁc to longitudinal behavioral science research are
being considered;.and (3) various groups in NIMH and in the Division of Research Grants
have been working intensively to assure expert specialized review once NIMH’s review
system becomes merged with that of the NIH Division of Research Grants

{

97 Se Appropriations Committee Report Language

Item

Research reviews - The Committee encourages the new Director of NIMH in his efforts to
 scrutinize the Institute's research portfolio as part of his commitment to reconsider the
Institute's pnormes and overall direction. The Committee expects to be briefed on the results
of his review.”

‘Action Taken or to be Taken o -

_ l ,
The Director, National Institute of Mental Health (NIMH), has initiated a series of internal
reviews together with the National Advisory Mental Health Council NAMHC). Fiscal
accountability and expanding scientific opportunities require greater emphasis on research
planning and prioritization. The Institute is taking appropriate actions to review and ensure
balance in the Institute’s overall research portfolio. Internal assessment of all research
projects has been conducted based on: a) scientific opportunities, b) needs of the mental
health research community, and ¢) current Institute research strengths. In order to ensure
optimal planning and resource utilization by the Institute, advisory groups comprised of
external experts are: (1) evaluating the mission, infrastructure, and scientific strengths and
weaknesses of the NIMH Intramural Research Program; (2) evaluatmg the Institute's
prevention research, (3) reviewing and recommending strategies for research on the genet iCS
of mental illness, and (4) evaluating the research design and resource allocations for a
coordinated national effort to obtain information on childhood mental disorders in the United
States. The Director welcomes the opportunity to brief the Commmee on the results of any
or all of these reviews. :

§
1
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Research on brain disorders - The Committee believes it is important that the Institute
continue its mission with regard to basic clinical, scientific, and services research for
individuals suffering from severe, biologically based mental illnesses such as schizophrenia, |

* bipolar disorder, major depression, obsessive-compulsive disorder, and panic disorder. The
Committee believes the new Director should pay particular attention to updating the four
research plans relevant to these brain disorders: the national plan for schizophrenia research,
national plan for research on children and adolescent mental disorders, approaching the 21st
century: opportunities for NIMH neuroscience research, and caring for people with severe
mental disorders: a national plan of research to improveiservices. The Committee expects to
be briefed on the results of his review.” '

io en or to be n

Much of the impetus for NIMH’s scientific accomplishments from the mid-1980s through the
mid-1990s was an outcome of four acclaimed scientific strategic plans developed by the .
National Advisory Mental Health Council: A National Plan for Schizophrenia Research;
. Approaching the 21st Century — Opportunities for NIMH Neuroscience Research; a National
Plan for Research on Child and Adolescent Mental Dlsorders and Caring for People with
Severe Mental Disorders — A National Plan of Research to Improve Services. Each of these
comprehensive reviews of research needs and opportunities in targeted fields of inquiry
offered direction for NIMH’s research investments and have served as benchmarks of
progress in the respective fields. The NIMH Director has initiated a multi-year, systematic
evaluation of the Institute’s scientific programs and priorities. Reviews and updates of the
research agendas set forth in the four national plans will be part of the Institute-wide
assessment; however, the rapid pace and evolution of mental health science dictate that
priority attention be directed to various discrete areas, such as the genetics of mental illness,

x preventlon and childhood mental disorders. The plans are slated for re-review in the near

& future.® i

o : . !
: von B

Item

Emergency medical services for children - The Committee remains supportive of EMS-C
projects that address the mental health component of emergency health services in
conjunction with the physical care aspects of EMS-C, and encourages NIMH to collaborate
with various professional organizations, such as the American Academy of Pediatrics, to
develop comprehensive EMS-C care standards that support the family.” :
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A tion Taken or to be Taken

NIMH continues its collaboratlve arrangement with the Bureau of Maternal and Child Health
(MCH) and other Federal agencies to support research on the mental health needs of children
and families related to pediatric physical trauma and other emergency medical services. This
year NIMH, with joint funding from MCH, supplemented a Center for Research on
Children’s Mental Health Services Research to examine these issues.

~
)

Clinical experiences - The Committee appreciates that a great deal of basic behavioral
research that can be brought to bear on the most serious of mental disorders and encourages
NIMH to develop mechanisms to build a generation of basic behavioral researchers who are
sensitive to clinical issues. For example, the Committee encourages the Institute to give

- consideration to allowing nonclinical graduate students in psychology and other behavioral
sciences to have research experiences on NIMH grants in medical settings. Similarly, for
clinical psychology programs, particularly those housed outside of medical schools, the
Committee encourages NIMH to pr0v1de student support for research in settings in which
severe mental disorders are the focus.”

Acti Taken to be Taken

NIMH endorses the committee’s assertion that basic behavioral science research should be
brought to bear on serious mental disorders and other clinical issues. The Institute plans to
increase translations from basic behavioral science to the clinical domam particularly with
‘regard to influencing junior investigators. For example, NIMH is examining the possibility
of expanding its Centers for Behavioral Science Research (which currently are designed to
integrate across social, psychological, and biological levels of analysis) to include designs
that link basic and clinical domains. Junior investigators and trainees constitute an integral
part of the centers as currently designed, and the adoption of an integrative basic-clinical
design would provide a meaningful training opportunity in integrative research at a formative
career stage. Another possibility is outreach to junior investigators in conferences and
workshops as participants or attendees, as exemplified by the recent NIMH conference,
“Advancing Research in Developmental Plasticity: Integrating the Behavioral Science and
the Neuroscience of Mental Health,” which involved both basic and clinical perspectives.-
Plans for an upcoming integrative workshop on the contribution of basic cognitive science to
the understanding of anxiety and anxiety disorders also'include junior investigators.

Finally, regarding the committee suggestion that we provide opportunities for graduate
students to have research experiences in settings more intensively clinical than their own,
NIMH is exploring the use of administrative supplements to research grants in medical
departments. These supplements would be analogous to the current supplements for
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underrepresented minorities and for students with disabilities. In this instance, the
supplements would be for the support of basic or clinical psychology (or other behavioral
science) students to increase their exposure to clinical issues by spending time in medical
settings. ‘

Item

Research Plans - The Commiittee is pleased that NIMH supported the development of a
behavioral science research plan aimed at reducing depression, schizophrenia, and other
severe mood and anxiety disorders. The plan, reducing mental disorders: a behavioral
science research plan for psychopathology, was devéloped under the auspices of the human
capital initiative and has been endorsed by an impressive range of scientific organizations.
The Committee urges NIMH to use the plan in determining its research priorities, and

* requests the Institute to be prepared to report on how it intends to use this plan during the
fiscal year 1988 hearings. Finally, the Committee réiterates its support for the National
Advisory Mental Health Council's report, "Basic Behavioral Science Research for Mental
Health: A National Investment." In particular, the Committee supports recommendations to
fund more investigator-initiated behavioral research, provide new funding mechanisms for
longitudinal behavxoral research, and expand study secuons for the best possible review of
behavioral science.’

Action Taken or to be Taken ,

NIMH supports the goals of the behavioral science research plan, developed under the
auspices of the Human Capital Initiative (HCI), through conferences, workshops, and, most
importantly, research programs that foster the understanding of the origins and scope of
mental illnesses, factors that influence the risk of mental disorder, interventions, and services
research issues including barriers to access to treatment and services. For example, the
Institute has actively pursued the integration of social, psychological, and biological
perspectives in scientific understanding of the determinants of mental health and mental
illness through NIMH Centers for Behavioral Science Research. In addition, ongoing .
programs actively foster research on social risk factors, psychological predispositions that
may influence vulnerability to disorder, cognitive and attentional factors that may constitute
risk, and protective factors. Recent programmatic activities have focused on the integration

" of basic research and clinical perspectives in the investigation of risk. Conferences such as
“Advancing Research in Developmental Plasticity: Integrating the Behavioral Science and
the Neuroscience of Mental Health,” and future interdisciplinary workshops that will focus
on the application of basic cognitive psychology to understanding clinical topics in
depression and anxiety also support the goals of the research plan.

We are pleased that the committee supports the Natiénal Advisory Mental Health Council’s
report, “Basic Behavioral Science Research for Mental Health: A National Invesiment,” and

i
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its recommendations. With respect to the specific recommendations noted by the committee:
(1) FY 1996 funding for the portfolio of basic behavioral science supported by the NIMH
Behavioral, Cognitive and Social Sciences Research Brarich increased nearly six percent over

' FY 1995; (2) possible mechanisms specific to longitudinal behavioral science research are
being considered; and (3) various groups in NIMH and in the Division of Reseszch Grants
have been working intensively to assure expert specialized review once NIMH s review
system becomes merged with that of the NIH Division of Research Grants.
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Social work research- The Committee commends NIMH for funding its fourth social work
research development center, and urges NIMH to give consideration to expandmg the number
of centers. The Committee also requests that NIMH be prepared to report on
implementation of the recommendations of the 1991 NIMH task force report o2 "Social
Work Research” at its fiscal year 1998 budget hearings.”

!

Action Taken or to be Taken

NIMH has been actively implementing the recommendations of the Task Forex on Social
Work Research. The two major recommendations were that NIMH (1) conznwx to support
and develop the research infrastructure in schools of social work using the Soczal Work
Research Development Center (SWRDC) mechanism and (2) increase its sunrort for research
career development in social work. ' i ‘
The Social Work Research Development Center announcement has been con=zued with a
once a year receipt date of February 1. During FY 1996, eight applications we= reviewed
and two new SWRDC:s at Portland State University and at University of Wastagton, Seattle
were funded. In all, five SWRDCs received funding in FY 1996. One new rexarch project
at Washington University, St. Louis was funded and two Research Enhancerment Projects,
related to the new SWRDC at the University of Washington, Seattle are peni=g.

Research grant support of social workers has also increased. In FY 1996. thex were 19 new
or competing renewal research and research training grants to social workers. A research
training program at Columbia University directed by a social worker at the Raearch Institute
of the National Association of State Mental Health Program Directors suppoe= five
predoctoral students and a postdoctoral program. NIMH continues to suppoe: zesearch
training in social work at Brandeis University, UC-Berkeley, University of (icago,
Washington University--St. Louis, and the Minority Fellowship Program a1 @ Council on
Social Work Education. Individual predoctoral fellowships in social work were also funded
at the University of Wisconsin, the University of Washington, and the Univerity of North

~ Carolina. Dissertation Research Grants were awarded to 4 social work studess in FY 1996
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at: UC-Berkeley; Washington University--St. Louis; Univefsity of Southern California; and
Columbia University. Support to the Institute for the Advancement of Social Work Research
(IASWR) provides technical assistance to schools, faculty, graduate students, and social work
practitioners. With the assistance of IASWR the National Association of Deans and

Directors of Schools of Social Work are developing a report on ways to improve research and
research infrastructure in schools of social work. Professional services contracts provide
support for curriculum development in mental health services research at the graduate and
baccalaureate levels. * ’

Ite

i

The second decade of life - The Committee notes that the incidence of psychosocial disorders
is higher among individuals in their second decade of life than in older people. Accordingly,

the Committee urges NIMH to join with NICHD, NINR, and other Institutes to support basic

research on this period of the lifespan.”

1

Acti aken or

The second decade of life is indeed a time of increased incidence of mental disorders,
including depression (especially for females), schizophrenia, antisocial personality disorder,
and conduct disorder. Basic research in emotion, perception and cognition, parenting, peer
relationships, and cultural differences in the incidence and manifestation of symptoms all are
important for understanding this increase. Approximately $100,000,000 in research and -
training that includes the age period 13-17 was supported across NIMH in FY 1996.
Approximately $8,000,000 of this amount was basic behavioral science. We would be
pleased to work with other institutes to increase support .for those basic behavioral science
topics that are most likely to contribute to identification of causal risk factors for mental
disorder, as well as diagnosis, treatment and preventxon of mental disorder during this
vulnerable period of life.

Item

Victims of torture - The Committee is aware that within the United States there is a

significant number of persons who have been tortured by foreign governments. The

Committee encourages NIMH to support research in methods of treating victims of torture

and give consideration to supporting a systematic study of the torture victim population in the
- United States.” (Also see Senate report page 144 in ACF section)
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Action Taken or to be Taken

In response to Congressional interest in this area, NIMH officials began a series of
discussions with key Congressional staff in 1995 regarding such a study. These discussions
identified the need to bring together staff from several centers for treatment of refugees and
victims of torture, human rights organizations, and researchers in this and related areas.
NIMH, in collaboration with the office of Senator Paul Wellstone, the Office of Refugee
Resettlement, and the Center for Mental Health Services will co-sponsor a two-day
conference on this topic on April 10-11, 1997. The conference will gather representatives of

" many of the major refugee/asylee centers providing physical and mental health services in the

United States, as well as leading researchers in the fields of trauma and refugee mental
health. The meetings will provide a forum for the presentations of epidemiological
information, service delivery models, and fundamental research findings and gaps in research
that need to be addressed. A Program Announcement (PA) was issued (May 1995)
requesting grant applications concerned with "Research on Violence and Traumatic Stress."
This PA encourages "studies of both short-term crisis intervention and long-term mental
health treatment for victims...of major traumatic events, such as combat and war, natural and
technological disaster, refugee trauma and relocation, and torture.” NIMH has supported a
number of research projects related to extreme trauma and refugee mental health and
anticipates that the conference and related activities will ?timulate additional research.
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NATIONAL INSTITUTES OF HEALTH
National Institute of Mental Health

Authorizing Legislation

.
PHS Act/ " U.S. Code 1997 Amount 1997 1998 Amount 1998 Budget
Other Citation Citation Authorized _ Estimate Authorized Estimate
Research and
z - Investigation Section 301 428241 Indefinite indefinite
- Z . ) , _ .
E . > $573,838,000 > $598,827,000
- L National institute of Section 454R(d) 42§8285P a) b) ‘
. Mental Health )
National Research . - ) B
Service Awards .| Section 487(d) 42§288(d) a) 30,306,000 b 30,912,000
Total, Budget Authority | - _ L 604,144,000 629.?39,000

~ a) Funding provided under Omnibus Consolidated Appropriation Act, 1997, (P. L. 104-208).

/ .
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- NATIONAL INSTITUTES OF HEALTH

H

National Institute of Mental Heaith

1995 Rescission
1996
1996 Rescission

1997

1998

558,580,000 3/

578,149,000 3/

629,739,000 3/

661,328,000

701,247,000

550,632,000 3/

589,187,000 3/

Appropﬁatio;u History '
Fiscal Budget Estiméte House Senate '
Year o Congress Aliowance Al!owance Approgria_ﬁon 1/
1993 nia n/a 574,803,000 | 583,561,000 2/
1 1994 §76,015,000 613,444,000 61 3,44}4%.000 613,444,000
1995 3/ 545,223,000 ' 541,687,000 543.68?.000 542 989,000 4/

-789,000 .
661,328,000
-706,000

701,107,000 5/

n/a = Not Applicable

[

1/ Reflects enacted supplements, rescissions, and'reappropnam‘)ns
Prior to the FY 1993 Senate Allowance, NIMH was a component of the
ADAMHA appropriation.

i

2/ Excludes enacted administrative reductions of $4,723,000, $81.,000, and $1,981,000.

3/ Excludes funds for HIV research activities consolidated in the NiH office of

AIDS Research.

i

4/ Excludes enacted administrative reduction of $561,000.

5/ Exciudes enacted administrative reductibn of $478.,000

NIMH - 42
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NATIONAL INSTITUTES OF HEALTH

National Institute of-Mental Health

Detail of Full-Time Equivalent Employment (FTE)

FY 1996 | -FY 1997 FY 1998

Actual Estimate Estimate
Office of the Director | 136 141 141
Division of Neuroscience and . \
Behavioral Science : } 3: . 30 30
Division of Clinical and Treatment
Research . 49‘: 49 49
Division of Epidemiology and . |
| Services Research 48 48 43
Division of Extramural Activities 44 44 44
Division of Intramuiral Research 521 516 516
Total, NIMH — 828 828 828
: !
| | Average GS/GM Grade
1993 102 |
11994 102
1995 101
1996 102
1997 | 102 !
1998 ' 10.2
| -

Note: Includes FTEs associated with ‘HIV Reééarch Activities. Funds to
support these FTEs are included in the.Office of AIDS Research.

NIMH - 43




NATIONAL INSTITUTES OF HEALTH
National Institute of Mental Health
Program Administration

Detail of Positions

¥
H

FY 1997

FY 1998

FY 1996
Actual . _Estimate Estimate
ES-6 3 3 3
ES-5 2 2 2
ES-4 8 8 8
ES-3 2! 2 2
ES-2 1 ' 2 2
Subtotal : L 17 17
Total - ES Salary $1,757,200 $1,948,273 $2,045,965
GSIGM-15 51 51 51
GS/IGM-14 91 91 91
GS/GM-13 66 66 66
GS-12 70 : 70 70
GS-11 90 ‘90 90
GS-10 2 2 2
GS-8 89 -89 89
GS-8 44 44 44
GS-7 107 107 107
GS-6 23 23 23
IGS-5 17 7 17
1GS-4 29 : 29 23
iGS-3 4 : 4 4
IGS-2 2 2 2
{GS-1 1 1 1
Subtotal 686 | 686 685
‘Grades established by Actof - | (
July 1, 1944 (42U.S.C. 207): : ;
. : ' !
iAssistant Surgeon Geneal | 1 1 1]
iDirector Grade ; 25 25 25/
iSenior Grade | 10 10 101
iFull Grade | 10 10 10!
iSenior Assistant Grade | 2 2 2
‘ Subtotal 48 48 48
iUngraded | 117 117 117
‘Total permanent positions | 673 673 673
ITotal positions, end of year 867 868 868
Total full-time equivalent (FTE)
employment,end of year 828 828 828
Average ES level - 4 4 4
Average ES salary $109,825 $114,604 $120,351
Average GS/GM grade 102 ! 10.2 10,2
{Average GS/GM salary $45959 . $47107 $48,096 |

NIMH - 44
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FUNCTION 050:
NATIONAL DEFENSE

FUNCTION 050: NATIONA

{in mitlions of dolla
1997 est, 1998

2002

000.000

Budget ‘Authonity 000,600 000,000 006 000

Qutlays 000,000 000,000

Every. American today — every Rter, steelworker, school teacher,
: ica home — shares a blessing won

missiles at Miami, families built bomb sheiters in
C taught how to crawl under their desks during a

allenges and dangers of an unstable world. Indeed, the dissolution of the
confrontation has unleashed the ambitions of radical and unstable regimes

: throuqhout the world. Many of these regimes are eagerly seeking nuclear, chemical, and

biological weapons. Maintaining the security that America has earned is an ongoing task

- that is becoming only more complex as the millennium approaches.

The government’s efforts to maintain national security are reflected in function 050. Funds
in this function are provided to develop, maintain, and equip the military forces of the



-2

A :

United States. and to finance defense-related activities of the Department of Energy [DOE].
Major areas of funding include pay and benefits for military and civilian personnel:
research, development, testing, and evaluation: procurement of weapons systems: military
construction and famlly housing; and operations and maintenance of the defense
establishment.

} $266.0 billion
ough 2002, the

This budget resolution assumes $268.2 billion in budget authority §
in outlays for fiscal year 1998. Over the 5-year per;
resolution assumes totals of $1.379.7 billion in BA ag
THESE ARE FUNCTION TOTALS, LE. DISCR

CONSULT WITH GARY IF HE WANTS TH
- HAPPY TO MAKE THE CHANGES]

bn of America’s global role,
threatened, but also a clear-eyed
as of marginal interest.

g
National security is an unforgiving ta
a resolve to use force when vita

Bn support for correcting a persistent
the consensus between Congress and the

scal Year 1997 Budget Resolution Conference Report.
gver, that increased funding alone is unlikely to solve the

Prated within DOD; in"turn, those savings must be reallocated to high-priority
modemlzanon and readiness programs.

Cltis c;'mca that this transfer from the administrative “tail” to the warfighting “tooth” be
undertaken immediately. While the 104th Congress made some progress in legnslatmg
reductions in the accusation workforce and the staff of the Office of the Secretary of




Defense, and in mandating outsourcing of some administrative functions, much more needs
to be dore. There are four principal areas where major reform needs to be undertaken:

» Defense Acquisition: The General Accounting Office has identified persistent
problems in the Pentagon’s weapons-buying system. These include e setting of
overly ambmous requirements, unrealistic cost and schedyje esu

plans can be implemented, effective Congressj
reforms remain in place.

> Inventory Management. DOD has wasted §
© According to GAO, about half of DOD’s $
clothmg, medlcal supphes and other itemy

inventory — spare parts,
excess to any planned

» Infrastructure: there is a chronig . at DOD facilities, which
adds billions of dollars in g artment’s operations. For
instance, there is a 35 percgg acity ag®JD) laboratories, and a 40 percent

excess capacity at repa Y Jts for transportatlon services are
estimated as being twy

accounting standards, leaving the Pentagon seriously
d abuse, '




FUNCTION 150:
INTERNATIONAL AFFAIRS

FUNCTION 150: INTERNAT!

{in mullions of doilarg

1997 est.

Budget Authority - . 000.000 000.000 000,000 200,200

f

Outlavs 000,000 00000

|

The couple who run the neighbo ,
how the: Federal Government i3 affairs. They probably has never
ent Corporation [OPIC] or the

the United States contributes to the

: gen Bus people who historically have taken great pride in
bether from wars or from national disasters. Likewise, they

Pertheless, these issues are important, because part of the money they earn
ashington to finance these activities. They deserve to know that they are
funded wnsely and consistent with their values, ‘

This i$ especially true when one considers the breathtaking changes that are occurring
throughout the world. Within the last decade, we have witnessed the end of the Cold War
and the global trend toward greater reliance on markets and -open trading systems.
Increasingly. functions which used to be performed by governments or private monopolies.
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such as power generation, are being provided more effectively by the private sector. Net
private capital flows to developing countries that have undertaken economic reforms have
expanded dramatically: and dramatic advances in information. communications. and
transportation technology are strengthening the links between developed and developing
countries, and leading to an integrated global economy. To illustrate how dggmatic these
changes are, one need only look to a quote from the December 9, 199@ssue of The
Washington Post. -
any
4
investment across borders by private gmpag ‘and i S :
investors—a phenomenon economists ard ‘globalization’
proving to be an effective weapon against pov any nations around

the world and. in some places, arguably thy Ve anti-poverty
measure ever known. v

More than any government program. more any aigg
international bank, the rapid spread of §ilife trade. gffe

The President and the Congress have beg d 1o thej@€hanges. Recently. for
example, it was announced that the A ontro g B 2ot Agency and the United
States Information Agency wouldgd¥e cong i : e Department of State.
Furthermore, the director of the Upatd State ternational Development would
come under the direct authority e Segita e a:md some of its functions would
be consolidated within the Dggifftment. il affttce believes that these changes will
result in siggificant saving

ged. however, about the ﬂ!ict that few developing countries
i during the past several decades. The Committee
o investigate why more has not been accomplished.

; e challenged the American people to make the 1960’s the

agdt of Developme e period when many less-developed nations would transition
i 1f-sustained grovih.
P newly developigf countries ‘into orbit” — bringing them to a stage of self-sustained

? “It is essential that the developing nations set for themselves sensible
¢ targets be based on balanced programs which use their own resources to
the YFRWUm ... The first requirement is that each recipient|government seriously undertake
to the best of its ability on its own those efforts of resource mobilization, self-help, and
intemnal reform... which its own development requires and \{fhich would increase its capacity
to absorb extemnal capital productively.” In his April 2, 1963 message to the Congress, he
stated that foreign assistance should ultimately “achieve a reduction and ultinate
elimination of U.S. assistance by enabling nations to stand on their own as rapidly as
possible. Both this nation and the countries we help have a stake in their reaching the point
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of self-sustaining growth—the point where they no longer require external aid to maintain
their independence.”

Unfortunately, this has not occurred. The Committee recommends that the authorizing
committeess study why it has not occurred.

MAJOR POLICY ASSUMP

DISCRETIONARY SPHEERING

[n this area of the budget, funds are provided to finar} eign affairs establishment,
including embassies and other diplomatic missions 3 gfad Marian assistance; foreign
aid in less developed countries; international secunty assi g contributions to the
international financial institutions; foreign ip# bon and ¢ activities; Export-

Import Bank activities; and refugee assistag departrMiits and agencies in this
function include the Department of StajgPthe Deggt i [reasury, the Agency for
International Development, the UnitegfStates [gformd jgncy, and the Export-Import
Bank. ‘ ’

i
that bug q for discretionary programs will be
btal $ € next 5 years. Likewise, outlays are
and 3 BVer the next 5 years.

The budget resolution assum
$ ‘billion in 1998 4
estimategiii s ‘

manitatian assistance and the Camp David Peace




FUNCTION 250:
GENERAL SCIENCE, SPACE, AND TECHNO Y

FUNCTION 250: GENERAL SCIENCE, $ E, AfN CHN

{in milliona of dolla

1997 est. 1598 2000 2 2002
Budger Authonty 000,000 000.000 : 000 200.000 000.000

Outlays 4 000.000 000,000 000, 000000  000.000

The New York City taxi driver whge ¢ ses B now buy plastic lenses that are
both light and shatterproof — a g ot available as recently as 20 years
-ago. These lenses are a desce
this kind of glastic for thegh

Kers of better running slhoes — precisely because they
It’s an old (but sadly accurate} satire that the governmient

and besides it would not pass
tration.

Bovernment can advance these efforts — but only by recognizing its
and the most efficient use of taxpayers’ dollars. This government role is one
Y addressed in function 250.

For the technological revolution to continue, a strong fundamental science base is needed.
Therefore, basic research should be re-emphasized. Much a‘pplied research can and should
be market-driven and conducted by the private sector. Nevertheless, in certain areas, such
as fundamental scientific research and collective risk endeayors. the government does play
an important role. Space exploration is one example. and agencies such as the National




g
Aeronautics and Space Administration have been able to make significant strides with
public funds. Yet even in space, the private sector should play a greater role as risk becomes
better uriderstood and -more controllable. Finding ways to involve industries in space
activities should be a major priority. '

Funds in'this function are provided for space tlight and research. geng
research’not specifically covered by other functional areas. The
.are the Qrimary source of funding for the physical and g
for the National Science Foundation [NSF], the highgl
programs of the Department of Energy [DOE], ang
Administration [NASA] — except for its air transpo
Function 400 — are within this category.

o

MAJOR PoLicy [¥sUES

N 3 .

The budget resolution assumes that Jidget aygfiori retionary programs will be
$ __ billion in 1998 and totg xt 5 years. Likewise, outlays are
estimated to be $ ' the next 5 years.

t



FUNCTION 270:
ENERGY

FUNCTION 270: E

(in millions of golla

1997 est. 1598

Budger Authonty 000.000 000,000

Outlays

Bzen ve
ey wa

long to buy gasoline, because
President Carter on television,
ir thermostats to conserve heating

) | . "
Jprosed controls and reguiatzons Federal oil and price
lterally a Federal oﬁ‘ense — to move gasoline around

was in short supply because price controls discouraged production
the 1980°s. Price controls encourage |consumption and discourage

TNG ABOUT THE PRICE OF GASOLINE
WITH 19807}

These are examples of how misguided government strategies
provide for its energy needs. It is one of the major cons

s were phased out. [INSERT

TODAY AS COMPARED

impair the Nation's ability to
iderations that should apply

throughout function 250, which contains all Federal energy and energy-related programs.

including energy supply; energy conservation; emergency ene

rgy preparedness: and energy
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information. policy, and regulation. The function includes the civilian activities in the
Department of Energy, rural electrification and telecommunications loans within the
Departmént of Agriculture, the power programs of the Tennessee Valiey Authority [TVA].
and the Nuclear Regulatory. Commission [NRC].

.MalJoRr PoLICY ISSUES
DISCRETIONARY SPE}

The budget resolution assumes that budget autho

$ ~_billion in 1998 and total $ over

estimatedtobe $______ in 1998and $__

In the aggregate this level of spendmg supports th overal evel assumed in the
budget agreement To support these levelsma ~ i : ons to, or reductions

, these decisions will



FUNCTION 300:
NATURAL RESOURCES AND ENVIRO}

A

FUNCTION 300: NATURAL RESOUR

{in mitlions of dolla

1997 ast. 1998

Budget Authonty 400,000 000.000

Cutlays

" When a family of four travels to Rg e . (COlorado for a vacation, they can
breathe clean air and swim in clg 3 ikigfftrails are crowded and some camp

a clean en
management, [ 1 Samollution control and abatement, and other natural

‘ d agencies in this ﬁmc':tlon include the Department of
of Agnculture the Army Corps of Engineers; the

MAJOR POLICY [SSUES
DISCRETIONARY SPENDING
"The budget resolution assumes that budget authority for discretionary programs will be

$ billion in 1998 and total §____ over the next 5 years. Likewise. outlays are
estimatedtobe$...  in1998and$___ overthe next 5 years.
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[n the aggregate. these figures support the overall spending levels assumed in the budget
agreement. The 1998 levels are assumed at the President’s request. To support the spending
levels for 1999 through 2002 may require reductions in other programs in the President’s
budget. Ultimately, these decisions will be the responsibility of the House and Senate

Committees on Appropriations.

g : . MANDATORY SPEND

'

No changes are envisioned concerning mandatory




FUNCTION 350:
AGRICULTURE

FUNCTION 350: AGRI{J
(in mullions of dolla )

1997 est. 1998 2002

Budget Authority 900,000 000,000 000,000 900,000

Outiays 000.000 000.000
For more than 60 years, Washing j BNy plan U.S. agriculture with an

enormous system of commodity, i Is, acreage allotments, production
quotas, restrictions on impo > iddls. These outdated and cumbersome
policies wegg preventing ARt 1 v antage of opportunities in the world
market. ‘ '

Last vear,
that gave fa
programs g

ent selected a new direction for American agriculture
it in response to market demand. not government
, aucrats thought farmers|ought to be planting. Farmers

paperwork, and a better opportunity to earn a living from the

ograms are intended to insure a plentiful, high quality supply of food
elp stabilize farm income. Programs in this function include direct
Bans to food and fiber producers, export assistance, market information and
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MaJOR POLICY [SSUES
DISCRETIONARY SPENDING
The budéet resolution assumes that .budget authority for discretionary progggms will be

5. ‘billion in 1998 and total $ - over the next 5 vearga[. ike , outlays are
estimated to be § in 1998 and §_ over the next Sy

i
h




FUNCTION 370:
COMMERCE AND HOUSING

{in millions of dolla

1997 est 1998

Budget Authority 000.000 000,000 000,000 000,000

Qutlavs 000.000 0()(3000

.' s, such as subsidies for single
insurance provided by the Federal
Service; discretionary funding for
id exports, science and technology, the
periodic g 3 BSS; ory spending for deposit insurance activities

Function 37Q includes certain di
and muitifamiliy housing in rug

billion in budget authority [BA] and billion

in outlaysg billion in BA and billion in

MaJor PoLICY [SSUES
'MANDATORY SPENDING .

yright Office, part of the Library of Congress, is responsible for registering and
recording copyright claims, assignments, and renewals, for|supplying coyright information
to the pubic. for collecting and accounting for copyright fees, and for publishing complete
and indexed catalogs for each class of copyright entries. The Copyright Office currently
charges a fee to register a copyright. but receipts from the fee do not cover the direct cost
of administering copyright registration and related activities. In 1997, the total cost to
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it

operate the office is estimated to be $33 million. The costs not covered by the fee'—
estimated to be $11 million in 1997 — are now covered by annual appropriations.

4 DISCRETIONARY SPENDING

For discretionary spending, the budget resolution assumes
authority [BA] and billion in outlays in fiscal
_in BA and billion in outlays over 5 vears.

ion in budget
billion




FUNCTION 400:
TRANSPORTATION

FUNCTION 400: TRANSP(

(in mitions of dolfars

1997 est. © 1998
Budget Authority 500000 000000
Outlays _ 000,000 409,000 o N ' 000,000 400,500

This function includes federal funding for hjg rai , maritime, and
Coast Guard programs.

American history is, to a gre
transportation systems tha

cessive development of innovative
on to settlement and development.
8 our nat:on s economy, the level of
: Aithough historically most transportation

ocal level, Federal, state, local and. private resources have
ENcbiishment and maintenance of our transportation

role was instrumental to the creation of the national interstate system,
ecome an obstacle to improved transportation services. As much as 25
’ revenue dedicated to the Highway Trust Fund is spent on maintaining the
Bucracy, and complying with burdensome federal mandates and regulations.
KCh federal highway spending is misdirected toward programs with limited or no
ionship to transportation, such as bicycle, pedestrian and horse paths, landscaping,
tourism brochures, and commercial development, including the subsidizing of a saloon.

percent of th

[n aviation, the federal role of ensuring the safety of the skies has expanded to inciude
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“programs that assist in building runways, taxiways, and terminals. But costly federal
mandates and restrictions limit how airports raise and spend their revenues. despite the fact
that federal funding is only a fraction of most airport budgets. indeed the natygBf the
Federal Aviation Administration’s Airport Improvement Program. cogflined federal
restrictions on other sources of potential revenue, prevents many airpog offccting their
development needs. In 1970, because of the inability o extend B s many of
which were mandated by federal law to maintain unproji#ie lines. tog A inst the
private automobile and modern jet transportation, the filfionalizatiquift pISISEERINEI a5
undertaken as a 2-year, federally-assisted experigiiht. Aftergfenty-sevet
experiment has delivered a near bankrupt corporati (P running on a dYiRg
‘infrastruc¢ture and desperate for federal aid every day e. In fact, despite oVE? 319
billion in federal assistance, Amtrak has cumulatively 3 billion (8764 million
in net losses during fiscal year 1996 alone). a level gfffoss8 dn twice as much per
year as trains were losing under private ownership. .

iy e

The GAO testified in March 1997 that “Amg A ancial ¢ spite the fact that
its financial performance (as measured b 0s oved g@et the last two years.”

Furthermore, “...it is likely Amtrak wi#fontinue inancial support--both ‘
ed corporation, Amtrak

operating and capital--well into the
finds it difficult to conduct thg i organizational changes that a
private company could and A petitive and profitable service,
such as modemizing capital MO ment aglilE [osi Ofitable routes. Amtrak’s statutory
monopoly on passengeg raifliliso preve SR Bhment of private competitors, which
to opera stance, federal aid has brought strings
cased co as necessitated more federal aid, and has
ederal government — and needs now far exceed federal
oortation. The expansion of federal involvement in
B ades, and it cannot and should not be reversed
B that follow are not policy directives to the committee
affect the spending assumptions in this resolution. But the policy
it further investigation, hearings, and deliberation for the long-
ansportation network.

f‘i* health of the '

'i

The budget resolylifon’s priority for Function 400 is to introduce ideas that would harness
bvernors, state legislatures and local governments, the entrepreneurialism
try, and the strength of the financial markets to enhance the nation's

network.

BPrams in this function fall under the authority of the authorizing and appropriating
committées with jurisdiction over the programs. No savings targets have been assigned to
the following provisions, and the committees of jurisdiction retain the authority to pursue
alternative specific policies from those reflected in this report as long as they remain within

H

y,
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the spending limitations of the budget resolution..

STUDY OF PRIVATIZING THE OPERATIONS OF THE AIR TRAFFIC CONTROL SYSTE p

O agffirch 1997
ced lengthy
e steps to
Vil the

The Problem. The Air Traffic Control system is obsolete, and accord
GAO report, “since the early 1980s, FAA's modemizatior!r forts ha
schedule delays and substantial cost overruns.” But willWPAA ha
solve these problems, the risk of cost overruns and pro delays cq
modemization program. The FAA has also been critig d for geng ismak
antiquated technology and mismanagement are at |@EApartly #€ponsible - for
airport congestion and delays that cost travelers, ind g the govemment
billion annually. In the next few years, as many as ' will experience serious
congestion affecting 80 percent of air travelers. Clea system will not meet
the nation’s air travel needs of the next century.

Proposed Solution for Further Study. One altgg Id be to & Re operations of
the air traffic control system to a privately, hile ret3Wghg a federal role in
setting safety standards, certification, g@f regula izingdK [C operations would
remove the bureaucratic impedimentgb moderpfatid il enable the corporation
to raise private capitai for modergifation. . urrent conflict of interest
" resulting from the same organydilién runnigai bntrol and monitoring its safety.
A privately managed air tr, ontro i uld also provide incentives for
experienced air traffic conigiiifers by ing exible and fair pay scale. Finally.
a cory ranon could igilas a comg 0rise, responsive to its users and using
gness pracy :

L VATIZING THE OPERATIONS OF THE
ST. LAV AWAY DEVELQPMI_ENT CORPORATION

e St. N@fence Seaway was opened in 1959 and operated by two
ions, the U.S. St. Lawrence Seaway Development Corporation
away Authority. The Canadian system of 13 canals is funded
olls, whereas the two canals of the U.S. system are funded by
fie Harbor Maintenance Fee. Howclver, the Harbor Maintenance Fee

itutional by federal courts, and may also be challenged by the World

way The corporation would be composed of Seaway‘ users, who are the parties most
interested in the successful management and operation of the system. This proposal would
also return oversight of Great Lakes Pilotage to the Coast Guard.




: FUNCTION 450:
- COMMUNITY AND REGIONAL DEVEL@PM

FUNCTION 450: COMMUNITY AND REE

(i rnillians of dotlargy

j

1997 est 1998 2000 2001 2002
Budget Authonty 000000 . 000.000 000000 900000
Outlays - 000.000 000,000

i[ )
i
1

Two key,issues related to this arpl by the committees of jurisdiction.

The first involves the Iongstan 2 inabilj askigton to lift Native Americans out of

poverty. Thg i : oney that results from the fragmented

nature o ttee urges that both be examined

Function 4 W s ' ovnde federal funding for economic and commumw

development
Developime

nessee Valley Authority, the Appalachian Regional
mergency Management Agency.

MAIJOR PoLICY ISSUES .
DISCRETIONARY SPENDING

WP resolution assumes billion in discretionary budget authority [BA] and
billion in outlays in fiscal vear 1998. Over 5 years, it assumes . inBAand
" in outlays.
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NATIVE AMERICANS

On July 11, 1994, Investor's Business Daily carried anarticle titled: “Govt.’s Destructive
Benevolence.” The article stated that “economists whostudy [ndian development say that
the most important cause of Indian poverty is a century o‘af attempting to cgatrally plan
i g gh®! conditions
or tribal history and customs * * * " In previous years this vtew gt echoed by the
Committee on Resources, which noted 1 ‘

The enormity of the social, political, ang
confront today’s collective Native Ameri
number of confusing and antiquated Fed qE

Program (Public Law 103-41
 Education Assistance Act (P

The Resources Committee alsod Inti Rissatisfaction on the part of many
ided by the Indian Health Service

accelerate ination for Native Americans. It encourages the
Resources Co ( lock grantsThe budget resolution assumes that the
remvented irWBIA] would provid'e block grants, rather than engaging
ices or the direct supervnsnon of tribal activities. It would
ng in the block grant. To address the recurrent health care
v® Americans, the budget resolution assumes an extension of the

hm to include the Indian Health Service [IHS] in fiscal year 2000.
Bssumes that the other major programs for Native Americans willbe -
e block grant when those programs have achieved seif-determination
e Self-Determination Act of 1975, that they may directly receive funds.)

PROGRAM FRAGMENTATION

In 1995, the General Accounting Office [GAO] reported that “[a]ppropriate program
consolidation pursuing a broad strategy for economic deve;!opment in rural areas provides
one alternative to the current system of multiple, narrowiy focused programs. Program




a2

i

consolidation would provide the opportunity to eliminate overlapping or duplicative
activities, thereby facilitating improvements in the effectiveness and efficiency of overall
federal assistance to rural areas.™ More recently, GAO stated: “[W]e identified 8 agéncies
that are adm!mstermg 17 different programs assisting rural areas in constructing, expanding,

or repalrmg water and wastewater facilities. These overlapping programs often gdelayed rural
construcuon projects because of difference in the federal agencies’ tigietableaBr grants and
loans. Also the programs experienced increased project costs begliie offal governments -
had to pamcnpate in several essentially similar federglis : programs w:th
differing requirements and processes. We found that, i it
of prog;rams available, many rural areas needed
administer federal grants and loans.”




FUNCTION 500:
EDUCATION, TRAINING, EM{PLOY AEN

FUNCTION 500: EDUCATION, TRA!NING EMPL R

{in millions of doilars,

1997 est. 1998 2001 2002

Budget Authority 000.000 000000  000.000

Qutlays 000,000 000,000

Two teachers in Bradenton, I
concerned about declining gea A [Ocz ementary school. They developedan

arby Southeast High School bused to Oneco

2 a2 week. There each h|gh schooler was assigned to tutor
astudent to 1 S B skills. The program has been a success for both the
younger stud AR high S0 | tutors: The younger children have had instant role

h are increasing their involvement
templating social work as a career. The successful “Power

e academic achievement. To the extent tt;at the Federal Government plays
ation, it should seek to enhance and reinforce such local efforts.

The Department of Education has admitted as much. [n a recent report titled, Prospects:
Final Report — concerning the Chapter | program for disadvantaged students —- the
Department listed several key elements for improving student performance: 1) high parental
expectations for children, 2) active parental participation in schools, 3) emphasis on writing
skills and advanced math, and. 4) orderly. disciplined schools environments. The study also

s~
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noted that high-achieving, high-poverty schools received stronger support from the local
community, parents. and teachers than average high-poverty schools. Clearly to reform
education-we need to empower the people that can really make a difference in children’s
lives — parents, teachers, principals, and local communities.

gifding to help
billion

This budéet resolution sustains Federal support for education and p
meet the education priorities of Congress and the Presndent {tpr
in budqet ‘authority [BA] and billion in outlg
billion in BA and in outlays over 5 vears. Fugl
and secondary education, college student loans and
the disabled, and Head Start.

But the Bﬁdget Committee also urges the Congress 7%
Department of Education’s counsel, as indicated g
priorities. Policymakers should keep in mind that t§

ion in student loans by reducing excess
anteed loan program and reducing administrative costs
drs, the savings will come equally from the direct and
ill not be impacted by these changes. The same
W0 students at no additional cost to the students or their
Ioans wnll grow from $27 billion in 1997 to $36 bil llon in

in outlays from the administration of the Direct Loan program. The
proposal does not cap the direct lending, but assumes savings because the program
has grown more slowly than projected. The plan assumes the treatment of the.
Adm!mstranve Cost Allowance [ACA] will remain the same.

e 1f[-.'!:’mimzle 310 Direct Loan Fee. The plan eliminates the $10-per-loan subsidy to
schools and alternate originators participating in the direct loan program.

Tt
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> Reciaim Excess Guarantv Agencv Reserves. This is a modified version of the
President’s proposal to recall excess guaranty agency reserves. This proposal would
recall $1 billion and maintain 98 percent reinsurance levels for guaranty agencies.
The administration’s proposal would recall $2.5 billion and havegthe Federal
Government pay 100 percent of all default claims though digect Feg

College is taking a bigger and bigger share of family ig
attending a private-college absorbed 25 percent of meg
number had grown to 45 percent of family income.
percent since 1980, tuition has grown by 253 perce
grown at triple the rate of inflation, and how scho®
more affordable, need to be examined.

For fiscal year 1998, this budzgl¥oiutiqffa ____billionin bddget authority

[BA] and i ' umes billion in BA and |
ifion i ic ' 1ding levels will be sufficient to.
meet the ot v ' e President. Among these priorities are

OB TRAINING

ges Congress and the administration to pursue reforms in
e General Accounting Office has identified a bureaucratic

Pprograms with funding of about $20 billion a year. Because
s are often targeted toward very specific populations, States have
o tailor job training programs to their particular needs. Congress and
ould explore consolidating these overlapping training programs into

These block grants would give States much greater flexibility to target their greatest training
needs, whether it is helping welfare recipients look for|jobs or teaching new skills to
displaced factory workers or tutoring high school dropouts workmg on their Gereral
Educationai Developments [GED] credentials.

Although a House and Senate agreement to consolidate job training programs died in the




2%
last Congress, the Committee on Education and the Workforce recentlv approved a new
bill. the Employment, Training and Literacy Enhancement Act of 1997. This bill wiil
consolidate more than 60 existing employment. training and literacy programs into three
block grants to the States. States and localities, not the Department of Labor, will have
maximum authority to design and operate employment training programs.gJhe Budget
Commmee supports the efforts of the Committee on Educatlon to fring. on sense to
Federal jOb training programs.

}
i




FUNCTION 550:
HE_ALTH '

FUNCTION 550: HEA

- (in miilionsg of dollars)

1997 est 1998 2001 2002

|
Budget Authonty 000.000 000.000 000 000,000 000.000

Qutays 00000

Today, in most States, parents qjadlfidren wifare not igfilired worty about what they will
do if any of their kids get sig bw wi ical bijlf get paid? Even those who have
Medicaid coverage for their gliren wogyg if thegdhicomes rise only a modest amount
they will loose their MgdiqQll coverag '

emors and tate Légisflatures have expanded eligibility
Such Medicaid flexibility is now available only through
.dicaid waivers. The benefits of Medicaid flexibility
Bw more parents to have the piece of mind currently
e parentygOnly a few of the Nation’s States — and to get the most

edlcald reform increasing State ﬂexlblhty 1o make Meclxca:d

with the tools ne

to improve the efficiency of Medicaid health care delivery, thereby
controlling co ‘ '

Xdget Committee’s Medicaid reform plan, Federal Medicaid spending (outlays
®t authority) would be $105.1 billion in fiscal yelar 1998, compared with projected
year 1997 spending of $98.6 billion. Over the next 5 years Federal Medicaid outlays
would total $602.4 billion, compared with $438 billion over the last S years. Federal
Medicaid outlays would continue to grow, but at a 7.0 percent annual rate of growth instead
of the currently projected 7.8 percent rate.
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i
Medicaid'is the Nation's major program to pay for medica! and long-term care services for
low-income people. [t generally covers four broad categories of people: poor disablegifople.
poor elderlv people, poor and near poor children and pregnant womegland cegin other
adults in low-income families. Because of the individual entitjemnent progile ese people.

Medicaid is an open-ended entitlement, with the FedgdGoverrifs Bching State

expenditures at a rate between 50 percent and 83 perce pending o er capita
income relative to the national average. It is the majogiomponent gfifiis DRSEERIEET
which also reflects funding for other health care serviglik. health gffarch and VRS
consumer and occupational health and safety.

The Nation’s 50 Governors are united in seeking gg
Government in running their Medicaid programs. In a3 3 National Governors’
Association issued a policy statement that said in part: ¥Current[¥y Samust produce and
defend waiver requests even if other states ha ady receiv to implement
similar waivers. Obtaining redundant Federg an ineffick e of resources at
both the State and Federal level.” These rggfJifte etter usegeW actually paying for
health care than in inefficient and redggffant papglf/ ‘ .

given greater flexibility in
gifcople at lower cost. Their views
i under Medicaid waivers in several
ce has t cntage of people covered by health
! ' rgilit of its T] . This was achieved through the use
of ZEEEEE / ent li and cost sharing for those not traditionally
&L example 1s Arizona, which has held Medicaid costs down
both acute care and in providing long-term (nursing

Govemérs and State Medicaid gj
running their Medicaid prograg
are supponed by demonstratig
States. For example, Ten

ays and put pressure on Federal budget deficits. Between
'caxd outlays more than doubled, growing form $41 billion to

ools necessary to improve the efﬁcieﬁcy of Medicaid health care delivery and

[he plan also incorporates provisions to expand health coverage for children in vulnerable
populations.

. The Medicaid portions of the balanced budget plan responds to these needs.

bility from the Federa!%/\
(i
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MAJOR POLICY ASSUMPTIONS

MANDATORY SPENDING

Under the Medicaid reform assumed in the budget resolutjgn, Medig ys would be
$105.1 billion in fiscal year 1998 and $602.4 billion ovggi@ears. B be no per-
capita cap on Federal Medicaid spending, which had bfiproposed b IS tration
but strenuously opposed by Governors. The plan calldibr $16 bil(idFin Fcug & caid
savings over 5 years.

Key components of the Medicaid reform assumption ¥ L lowing: -
ionate share hospital
tals serving a
Zgiine patients. In

bn. DSH payments

> Disproportionate Share Hospital Payments. [@iicaioR
[DSH] payments are additional payment adjustments
relatively large (disproportionate) volusgii<a edi;caid )

fiscal year 1997, estimated Medicaig are $9.

vary greatly across the States, wigidme sp} e thand,000 per low-income
resident, and others spending g@fhing. cduce and retarget DSH
spending.

As low-income child
next 3 years and a dren’s

nto Medicaid coverage over the
through other initiatives in this -
budget, there wiil Hiless need § . Further, when the DSH program

& was establish Jital paymil atively low. Today, Medicaid hospital
ate secto ’nt levels injmany instances.

Mhe plan incorporates an unprecedented increase in State
ion’s 50 Governors are united in seeking greater

C ‘Government in running their Medicaid programs. In
ational Governors’ Association issued a policy statement that

ly each state must produce and defend waiver requests even
er states have already received approval to implement similar
aivers. Obtaining redundant Federal approval is an inefficient use
of resources at both the State and Federal|level.

Phese resources would be-better used in actually paying for health care than in
inefficient and redundant paper shuffling.

Governors and State Medicaid directors have testified that if given greater flexibility
tn running their Medicaid programs, they could cover more people at lower cost.
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-Their views are supported by demonstrations currently being conducted under
Medicaid waivers in several States. For example, Tennessee has the hi
percentage of people covered by health insurance of any State as a re
TennCare program. This was achieved through the use of ma ‘
payment limitations, and cost sharing for those not traditionally 4§
Another example is Arizona, which has held Megillid SR £ h the use
of managed care in both acute care and in provj
for its residents.

Under the plan, States would have unpre
Medlcald Key elements include the followi

Increasing flexibility in provider payg® g repealing the Boren

Qer capita caps. Costs appear to be under control already
B.3 percent growth in Federal outlay during 1996.
fise Medicaid flexibility, as requested by the Governors,

‘?Children" eWth Care Initiatives. Under the balanced budget plan, Federal
‘financial gbport for children’s health insurance will be increased. One component
will giy,

g for Medicaid and to restore Medicaid coverage for disabled children
g Supplemental Security Income [SSI] because of the new, more strict
inition of childhood eligibility. Over the next $ years, a total of $16 billion will
" be spent to increase children’s health insurance coverage.

S, ,
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DISCRETIONARY SPENDING

POTSs, nurses,

clinic — called the Volumeers in Medicine Clinic — is s| ;
patient was

dentists. and other professionals, and had 8,500 patien
treated with dignity and compassion by people who
because they wanted to. During the same period,
experienced a 35-percent drop in non-paying patien
of $600,000. The Volunteers in Medicine Insti

clinics.

Congress should continue to encourage such o ; tes and local

Meanwhile, the budget resolution prg i _-in

al yFar 1997 appropriation prowded
Story vaccine purchases) in funding f‘orv ‘
ams, preventive services, immunizations,
ental health services :— programs targeted directly to

K children — in ongoing support for the health of the

ot of the individuals receiving services at health centers are
ry support for heaith centers is $802 million for fiscal year
fe an estimated $820 million in|Medicaid funding, and State and
c¥hters are located in rural and urban areas and are targeted to poor
and near poor inglfiduals. Sixty-six percent of the pdpullation served are at or below the
poverty level, 2 another 20 percent are between 100 and 200 percent of poverty. Forty

percent are ured, and 2 million currently uninsured children are served through health

297, which does
local support. Hea




FUNCTION 570:
MEDICARE

FUNCTION §70: MED

tin millions of dollars)

1597 est. . 1998 2001 2002

Budget Authonty 000000 000,000 000000 000,000

Outlays * £00.000 000, COAEETS 000.000

Po OBIJEg

Consid‘ér the following scenarigg

A Medicare beneficiary i Fhed to § th a broken hip. After an initial
examination in the emeggerjilif room, t pnt Lol she needs surgery, but she may not
; edicare ' urance Trust Fund has run out of funds
e hospital told she must wait until Medicare has paid

g¢ is given a palliative and sent home.

ypothetical case will be a reality facing any of the

awed; and the prOQQ| collapse. According to the 1997 Annual Report of the Board
of Trustees of the Mospital Insurance Trust Fund. Medicare Part A began spending more

penimates by the Trustees using intermediate cost projections forecast bankruptey will occur

in 2001, According to high cost projections, the fund will be bankrupt in 2000. At that point.
the fund will be unable 1o pay for Medicare hospital services. The fund is projected to lose
$4.1 billion per month in 2001, cumulating to a $23.4 billion negative balance at the end of




(9%
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the year. The Trustees recommend that “assets be maintained at a level at least equal to
annual expenditures, to serve as an adequate contingency|reserve in the event of adverse
economic or other conditions.”” Medicare has already failed this test of ﬁnancral o

Wedlcare Part B Supplememarv Med;cal {nsurance whlch pays for P 0 outpatient
: hoeneral tax
revenues. The govemmem s contribution was $61.7 bij
$85.4 billion by 2001. Under current law, the goveryg

program costs will increase to over 80 percent by 204

Supplememary Medical Insurance [SMI] program ant
dxsabled beneficiaries.

 When the Medicare pro
commitment that no sg

ihou:t health coverage. This budget
W resolution would increase spending for
to $6.910/in 2002. Total program outlays
in 1997 to $280 billion in 2002. This total spending
b and the current ‘1.4 percent annual increase in the
PPoutlays for Medicare benefits will be $1.25 trillion

f

ppromise can be kept, Medicare must be reformed. Congress’
al reform of the Medicare program. improving health coverage
steps in preparing the program for future beneficiaries. The plan .
iciaries to keep their current Medicare coverage while offering new.
ceiving health care — many of which tan substantially lower seniors’
pocket health care expenditures. Medicare beneficiaries must be allowed
over their health care spending, and be able to|realize the benefit of wise health
ayments to private plans must be reformed to allow seniors access to health plans
MCurrentl y available in many areas.

today and making
should allow beg

Medicare regulations should be reformed to allow greater competition for the provision of
services, to remove distorted incentives under current mechanisms, and to improve financial
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accountability. These are important components to bringing the Medicare program in line
" with market based health system improvements..

The necessity for Medicare reform is not simply financial, It is about prglervingabrogram

that is in danger of failing not only its future beneficiarieg but also i ¥ depend on
Medicare for meeting their health care needs today. It is a} out ta g and control
from a centralized bureaucracy and returning seniorsjji#aith care cjg hose best
suited to judge their needs — the seniors themselve e Medicagfe o /YRR in

this budget aim at more than extending the life of the Jleram. T seek to sINIFEEEETN
improve: Medicare — to make it better serve ben§ rough more updiEEEES,
éffectivé health care delivery methods, and through gund benefits and payment
structurt.f. This can occur only if innovative and fo e Medicare reforms are
enacted.!

The specific reforms assumed in this budget re p are the 5

> Slow the growth of total Medic #end .6 billfl over § yéars.

> Extends the solvency of the ldicare P, rough 2007 by’ employing
a.combination of savingadihd strucglfa cluding the home health care
reallocation.

> ‘Shifts $88 billign ofdme healy e spendilit from Part A to Part B, and phase in
La premium Nt over tle continuing to protect low-income
pneficiarg ‘ '

B otions for Medicare beneficiaries such as Preferred
] and Provider Sponsored Organizations [PSO’s],
with comparative information about their options.

enefits, including but not limited to coverage for expanded

DISCRETIONARY SPENDING

F unctibn 570 discretionary spending is the administrative costs of the Medicare Part A and
~ Part Biprograms. [INDICATE DISCRETIONARY AMOUNTS WHEN AVAILABLE ]

i
'




FUNCTION 600:
INCOME SECURI

FUNCTION 600: INCOME

{in rmillions of doflars}

1997 est, " 1998 2001 2002,

Budget Authority 200.000 000.000 000.000 000.000

Qutiays 00,600
For 12 yearé, Brenda Brown gag " {3 om the Aid to Families with
Dependent Children program stem changed its orientation from

an income maintenance prog to a prq !
the workforce. Brenda g * some bag getting and keeping a job that enabled
e gl ing a va experience, she then landed permanent

a pawnsi cople think the pawnshop’s nothing, but ['m

g here,” Brenda told her local newspaper. She said that
s has done wonders for her self-esteem. “I feel great
e t00,” she said. “I heard them saying they wanted
orking . .. [t’s better‘any day than sitting at home all

nablmg welfare recipients to enter

because the Nation’s welfare system is being transformed from
prafn to one that emphasizes work and personal responsibility. But
perience, her children’s lives are bem}g transformed as well. Growing
Phich their mother is employed will do more than simply improve their

bévond Brenda’
up in a home ig

Most of the Federal Government's income support programs fall in function 600. This

o
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function includes benefits to Federal retirees and railroad retirees: unemployment benefits;
low-income housing; food-stamps. school lunch subsidies: and financial assistance to low-
income groups including families with children, the disabled, the elderly. refu . and
households with high energy costs.

Last yez‘ir, Congress passed, and the President signed, higlilse we! il egis|ation.
These reforms are designed to combat poverty and wgisfe dependeg SR 122 ing
work and greater personal responsibility among |qgifincome f2 s % R 12 5.
Addxtxonally, they seek to eliminate the availability offilelfare as gffiagnet for ViREEEER
“into the United States by strengthening the responsib imdfgrant sponsors :
for the economic well-being of persons they bring United States until'those
individuals are capable of supporting themselves or unjg ain U.S. citizenship.

Under the welfare reform law, funding for Fed®al welf2 ) s including the
Temporary Assistance for Needy Families biggiseat, the chiNGESEESk grant, child
support’ enforcement, foster care, food s gutrition, cmental Security
Income and the Social Services Block G Wi 9 pe between fiscal year
1998 and fiscal year 2002. Similarly@fending Pme Credit will rise by
17.2 percent during the same periog
These funding levels are ing
caseloads. Since 1993, 2.8

has resu Ited in part frop &

scedented reductions in welfare
e welfare rolls. This positive trend
encourage work, discourage out-of-
age thosd o obtain self sufficiency as a means of
hildren. g erforts were enhanced by enactment of last
sent a message to those on welfare that a lifetime of

s at the

AJOR POLICY ISSUES

ANDATORY SPENDING — WELFARE

s

on accommodates several modifications to the historic legislation that
d last year. It restores eligibility for Supplemental Security Income [SSI]
for those noncitizens who entered the United States prior to May 1, 1997.
Huals will be eligible to receive SSI disability benefits if they are now disabled,
become disabled in the future.

The budget resol
the President si

But the balanced budget plan retains the ban on noncitizen eligibility for SSI benefits for
nondisabled noncitizens, and for all noncitizens who entered the country after May 1, 1997,
By maintaining these restrictions on SSI benefits for noncitizens, the balanced budget plan




preserves an important reform which will discourage future|/immigration based on the desire
to benefit from America’s generous social safety net.

Prior to enactment of last vear's welfare reform law, |immigratiogiavas cg¥ nbutme
significantly to the growth of entitlement spending. For example, 51 g8 JSSI senior
citizens benefits were paid to noncitizens. Noncitizen appitions fofi £80 percent
between 1982 and 1994, compared with an increase g percent fog itizens.
Welfare benefits to noncitizens cost American taxpa at least SN ioNERENEEEEAN 1 | OF
to reform. Under the budget resolution, public benefi emain ayglBble to nork By
have worked in the United States and paid taxes fo ears, or who arSggn
of the U.S. military or dependents of veterans, if to persons who Be
naturalized citizens.

B

The budget resolution also creates additiondl worfare p|os le-bodied adlults
subject to new work requirements in the Food | : v The balanced
budget plan provides funding for creation gdi 1 380,008 slots within the
Food Stamp Employment and Training Ji#gra ext fivggears. The plan also
permits governors to offer hardship exgfptions tg } bse individuals in their
states who lose Food Stamp benef§f becausgdp ' b comply with the work

requirement.

Although the balanced budg
and adds an additional QoD

portumtles for obtaining workfare
give the work requirement in certain
cnacted |last year remains intact. Under
pd ied ad M no child care responsibilities must work at
nue eligibility for food stamps after they have received 3
g@aoeriod. If the mdxvndual becomes employed and then
Bme eligible for another 3 months worth of benefits
fl hours cek of work activity. Governors may request a waiver

ons who live in areas of high unemployment, where jobs are
solution maintains the view that able bodied childless adults
K at least part time in communities in which jobs are available.

Bt plan also accomodates the President’s request to provide additional
Ssist long-term welfare recipients make a successful transformation into .
. The Budget Resolution provides 32 billjon over $ years directly to state
, emments to generate job opportunities for welfare recipients who have been

W5 for at least |8 consecutive months. The funds c:an be used for public sector job
peation, or as wage supplementation for jobs in the private sector and with nonprofit
organizations. ‘ '

MANDATORY SPENDING — THE EARNED INCOME CREDIT
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A recent "intemal Revenue Service study of the Earned Income Credit confirmed a subtantial
problem or fraud and overpayment within the program. As much as $5 blllaon annually is

of the credit. Moreover, the [RS noted, the program is
fewer enforcement activities to detect fraud within the cgli
progranmis. ‘

Last yeaﬁi', a number of reforms were enacted to impro
within the Eamed Income Credit. These included t

recomm'endations are requiring “due g i Byers filing EIC claims
and increased penalties for failing togd¥ so. j s to police the credit will

be made available, and a demg (ates will examine alternative
methods for providing the ¢ P iglftor delibegife fraud will be increased, and a
greater'burden of proof will l ing the credit who have had their

claims denied. Togethg

outstanding issues concerning levels of unearned
modified Adjusted Gross Income which should be

eform legislation to improve fraud detection and eliminate -
e Earned [ncome Credit.

¥DATORY SPENDING — THE FEDERAL RETIREMENT SYSTEM

spent several decades working for the Social Security Administration. During
as a Federal employee, she helped to implement the Supplemental Security
me Program, which has contributed significantly to reducing poverty among elderly
widows. Now retired, widowed, and living in a suburb of Dallas, Texas, she relies on her
annuity from the Civil Service Retirement System for an important part of her income.
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Leah’s son Bill is a dentist in private practice in a small rural Texas town. He made financial
sacrifices to purchase the equipment needed to maintain adental practice, and now, ar age
41. he works hard to support his wife and daughter while facing a heavy Federal tagRrden.
As a self-employed individual, he must rely on Social Sécur_ity and h@own sfings and
investments to provide a secure retirement income for higfuture. | gs must be
made on top of what he must save for his daughter Morgd tur I C X pEnses.

Bill’s cousin is a Federal employee working in Washig nIDC oo an B the
Federal Government in 1984, and is a participant i e‘Fede mployee s
System. Now in mid career, he participates in the Plan, which wiii g

an important share of his future retirement income. K icipates receiving a'ERS
annuity and Social Security benefits when he retires. ‘ ‘

All three of these people are linked by more than fatfily tiies. : N cderal taxes that
support the Federal retirement system. Bill Heg ; grmeenefit from the
system, but it provides a retirement income Xomfortably, and
to enjoy the occasional foreign trip o ing and dine in a nice
restaurant. Leah Heczko not only religdhn her C3 y living expenses, but
as well she receives health benefitgfirough Wees Health Benefits Plan
[FEHB]. Her nephew in Washiagibn curreg "Tederal income taxes and the
employee contribution to theglK syste bn of future financial security in
retirement. .

at the financial footing of the Federal
ever-incrUPEaX burden on non-participants in these plans
. Although policymakers have protected the interests of
B contractual obligation on the part of the government
A retirees. What the government has given to Federal
vay if the Federal tax bi.lrden on the rest of the nation’s
to cauSe a major change in public attitudes. To better protect the
I , and her nephew have worked hard to earn, changes must be
ade now to redug are of costs that the federal retirement system currently places
on federal taxpaye :

In retirement system currently has an unfunded liability of $540 billion.

ributing factor toward spiraling entitlement spending in the federal budget.

act that the number of persons who will filllcareer civil service positions is
2P0 remain relatively constant or to decline slightly, in the foreseeable future. Thus,
MMitaining the Federal retirement programs on a sound financial footing must be a priority
to ensure secure retirement benefits for current and future plan participants while also
limiting the potential for an overwhelming tax burden on future generations of taxpayers.
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To better understand the looming problems in Federal retirement funding, an examination
of the trend toward growing costs is in order. In 1960, the Civil Service Retirement System

(then the prevailing retirement plan for civilian Federal workers) took in cash regts of

$758 million from plan participants and paid out $893 million in iefits gfretirees,

resultmg in a shortfall of $135 million which was providgd by pay the U.S.
Treasury. [n 1997, the federal civilian retirement systegiilaciudin RS and the
Federal Employees Retirement System) will take in J® billion i RIS While

making benefit payments of $41.3 billion, resulting filfa shortfal gF33("

must be made up from the U.S. Treasury. Forty yearjilbm toda 037, the
taxpayers must provide to maintain the system'’s viall iidfow 546 percent™
billion. Clearly, this trend is unsustainable. and rep hreat to the security 07 the
benefits promised to future plan participants. '

The balanced budget plan assumes enactment of a%.51 per Aot increase in the
federal agency contribution to the Civil Serv;j Btirement aRGUMYy Trust Fynd
(CSRDF) for their CSRS employees. Thedl e would mcluded in this
contribution increase. The plan also assyug@®phas percegpdge point increase in

the employee contribution to the retirgdCnt trust e jfand FERS employees,
including postal employees. The ing@ilase wouldiegi , and would reach the full
.5 amount in 2001. Agency FERJEFontributy Jvould not be reduced.

any delag

The resolution does not assy t of cost-of-living adjustments.

ANDATORWGIIING — HOUSING

ow-inc& B owners receive subsidies for their units which are far
3 , parable buildings. This proposal, an extension of
0 expil@the end of fiscal year 1997, would slow the growth of
whose rents are currently above 120 percent of the fair market
rease in subsidies for those apartments where there has been
Bposal has been supported by the administration in the past and
¢ Dog Budget.

By giv?’ng the E4F
ortgage, o to the FHA mortgage insurance fund can be avoided. This is a proposal
o Ly ed by the Democrats on the Banking Committee and is supported b}? the

auon rather than extended yearly by the Appropriations Committee, since now for the
past 2 years it has been used to offset other spending rather than for deficit reduction. This
proposal calls on the House Banking Committee report legislation making this policy
permanent, '




DISCRETIONARY SPENDING — HOUSING

The budget resolution assumes that total function 600 spe dmg wil d the 1997

level over the next § years.

The American Dream starts with a safe decent place @ifive. As Apgficart

their dream, they move up the housing ladder — fi trzlmsstn housing, W
rental, to rent/purchase, and finally to home ownersjas cadl two-thirds of A o
own their home with fully 90 percent aspiring to ho : ip — a nearly 25-pefcent
difference. Federal housing policy should insure that evg ecking to own their own
home be able to do so and those that wish to rent havggice& RN affordable housing.

The private sector is the best mechanism for 2of most of the
Nation’s citizens. Governments, however, « roles in housing
because decent and safe housing provideg¥Sitive ' secia dhd political benefits
that stabilize neighborhoods and corgfinities 2 bers of society. Thus,
Federal, State, and local governmeny@@hould sug ’ tor resources only when
necessary, remove unnecessary costly [Telate to building, selling and
financing housing, and work ershifi®vith the pgfate sector to ensure an adequate
" supply of affordable housi all and 4K ow nership rate the United States.

10.5 fable housing units — a third are in the
gburbs, aff ¥ are in rurau areas. Who needs affordable
s and individuals. Sixty percent of low income households
Smority, either Hispanicjor African-American. Elderly
plode over the next| few years as the baby boomers
ans continue to be housing poor.

and chief executive, Local Initiatives Support Corporation
Jing ourselves and finish the job of making affordable housing
‘rican.” Special focus should be jon the poor, elderly, disabled,

overnment plays an active role in housing Americans. The Federal
pends about $35 billion on housing initiatives which serve just under one-third
need. The cost per family of 4 is about $900 per month. In most of America,
00 a month is enough to buy a nice home with hundreds of dollars left over. Democrats,
Republicans, conservatives, and liberals agree ““that much oIf the Federal housing *cash flow’
is being wasted.” Milliard Fuller, the president and founder of Habitat for Humanity, says
that it is “ridiculous, shameful, and disgraceful” that govémment has not done more.
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Housing solutions developed by those who share the same zip codes are many times more
likely to be successful than Washington mandates. The Federal Government should support

community efforts to assist low income individuals and families to move up thegiising
ladder and provide at least 80 percent of Americans the opportunity gparticigiite in the
American Dream of home ownership. Community-based solutiog ed Federal
support along with assistance from states and the prigily sectof(QERESEN mortgage

bankers/brokers, builders, developers, rental housing g s, housingd s such
as Habitat for Humanity and public housmg authoritiegilind many g Ry ork

together. ; .
The Federal Governments spends its $35 billion p brough approximately 200
housing programs. Federal housing programs have g aened communities and
neighborhoods. Federal programs are too numerous, QuflapRESENSIC ative, and repetitive.

They rarely recognize the import of family, commu lty orga nd state and local

govemments

The Federal housing “cash flow” is a suf 1a ot that gedulid be redirected to
highly leveraged community based j@fIsing inif# ownership programs.
Community-based organizations ofh combig ars and tax credits with
private contnbutlons loans, and resourgl g¢ government housing dollars
by 2,3, 4, 5. or even 6 times bre to b housing.

it don’t own one. A family living in
ir future § a time by making mortgage payments
pday, 44 B of Americans' net worth is in their homes.
ing mechanism for old age. In addition, home equity may
Baand pay emergency health bills.

Fully a quarter of Amegiczilfwant to g

home can j

gPhicwed res'ponsibility to state and local governments as
t and flot for profit housing corporations. The NIMBY attitude
st be overcome. In many communities, teachers, police,

at¥he mercy of existing restrictions on development and fees and the
of housing corporations. Few not for profit housing corporations have
numbers. New business associations between for profit and not profit
ations could increase dramatically affordable housing units. World class

hd manufacturers must work with local communities to build millions of housing
. Over the next |5 years, an average of | million additional affordable units per year
should be buiit. ‘

Federal housing dollars must be used better. Targeted Federal dollars can help communities

~,
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to dramaticallv increase affordable rental housing and home ownership.

Housing policy is aimed at () making sure that every American has affordable hougi, and
(b) has “decent” housing. Further. it is desired that a high proportion g 80 pga€nt — of
households own their own homes. '

Housing objectives at all levels should include the foligigfig:

> Preservation: Effective policies to help presd

) fnain afPand imprd
cost, decent housing already existing.

. Production: Creative, cost-effective, and flexg s that will increase the
supply of quality housing for low-income fargais and other vuinerable
people.

. Participation: Encourage the active B involver® fd empowerment
of the homeless, tenants, neighbogi hd housing¥onsumers. We need
to build on the American tradityd of hong eLilfe]p, and neighborhood
participation. .

- Partnership: Ongoih d creative partnerships among

nonprofit communig
levels. Realtors, hogy
to build and g

: c;velopers. and government at all
ers/brokers, and financial institutions

affordaby A

ydabili o help families and individuals to obtain decent housing at
glect of other basic necessities.

¥to combat discrimination in housing against racial and

g conditions, and families with

the opportunity to own a home.

and a prime condition for justice.

DISCRETIONARY SPENDING —— ASSISTED HOUSING CONTRACTS

The present Section 8 Housing program will require large increases in resources just to
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maintain- the system as it is now structured. The budget resolution assumes adequate
funding so these obligations can be met. This will entail renewing contracts on almgst two
million épartments for 1998 alone. By doing so. the Federal Government will hgdle to

continue to provide assistance to those tenants who presently receive | e nafifte of the
problem over time worsens, and long term structural reformg are badl e budget
resolution assumes the maintenance of the Section 8 assiglousi : A3t the 1997

level. Though this will entail an increase in resourgiiPthe resolu RS 110 net
increase in subsidized apartments. Except for tenantfiied assistagfilfe <t SRR - 11t
displaced by the demolition of a dilapidated building §ilfor other gsons, no

or certificates are assumed. The budget resolution al mg¥reforms will be ¥

s ts to be reduced to MATKet
e projects have federally

the House Banking Committee allowing rents on Sec
levels by reducing mortgages on many of these projects. =
insured mortgages reducing the rents associated wills partments, morigage
restructuring is essential to avert widespread defaull®. The BURgE Rittee recognizes
the need to address concerns related to the tayasfiguences oM [EPmany of these
mortgages. When reducing the mortgage api Blaroject ow. ay face large tax
liabilities. Also, there may be a need fg 0 : pkruptcy®ode related to these
particular projects. The resolution a es the ees of jurisdiction will
work together to produce the approgifate legi

K - h




FUNCTION 650:
SOCIAL SECURITY

FUNCTION 650: SOCIAL SECURITY

(in mullions of doflars)

]
1997 est. 1998 1999 2000

2001 2002

|
Budget Authority 000.000 000.000 000,000 000.000 000.000 000.000
Qutlays ’ 000,000 000.000 000,000 000.000 000.000 00.000

The budget resolution assumes no changes in the Social Security program.




- FUNCTION 650:
' ~ SOCIAL SECURIH

! FUNCTION 650: SOCIAL

(in millions of dollars)

1997 est. | 1998 - 2001 2002

D00.000

000,000 000,000

Budger Authority 000.000 000.000

'-!‘ 000,000

Outlays . 000,000

The budget resolution assumes no chafifes in thgll

;
4



FuNcTION 700:
VETERANS’ BENEFITS ANKEF

FUNCTION 700: VETERANS’ BENER

{in ritlkons of dollars)

1997 est. 1998 2001 2002

Budget Authority 000,000 000,000 . 000000
Qutlays ’ %0.000
A veteran with a spinal cord injadllf sufferegf , e of the United States country
knows that the best chance of very is g#ifou Kellent VA facilities for research
into, and treatment of. spin d injuricfilA priori this Congress and administration

should be to assure thig velfan and gf e | \aullFon i?VA research and treatment that
: e will na aintained but enhanced.

dJability of VA medical care are key issues in this budget
ce’s VA plan, Federal VA total outlays would-be $

’ ompared with pro;ected fiscal year 1997 spending of
authority levels are $ billion and $39.125 billion
years, Federal VA outlays Would total $ billion and

Federal Medscax{i outlays would contmue to erow

nefits ranging from medical care. to compensauon pensions, educauon
ance, and burial benefits. There are about 25.9 million veterans and about 44
ggHembers of their families. The Congressional Budget Office estimates that total VA
: ys for fiscal year 1997 will be $39.445 billion: Wxs includes discretionary (largely
medical care) spending of $19.346 billion; entitlement and other mandatory spending
(compensation, pension, education, etc) of $21.346 billion; and receipts (-) of $1.247 biltion.
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The VA administers a vast health care system for veterans who meet certain eligibility
criteria. Care 1S prowded largel y in t"acnlmes owned and operated bv the VA. In | 996 the

(mu!tip'les of 10 percentage points) assigned to the
million veterans will receive disability compensation
$16.4 bllhon The VA pays monthly cash pension bed§
or their survivors. These pension obligations will total

1
'
-1
B
i

The -House Budget recommends ingfffasi I ding from $21.3 in fiscal

: crease will meet the Nation's
s are sufficient enable them to
service.

DISCRETIONARY SPENDING

BPE budget resolution assumes 1998 discretionary outlay levels $ "__billion. This

would represent a § - million increase over the administration’s requested
appropriation for VA medical care. ' ' S




FUNCTION 750: |
ADMINISTRATION OF J&

FUNCTION 750: ADMINISTRATI

(in miltions of dollars}

1997 est. 1998

2001 2002

Budget Authonry 000.000 000.000 000,000 000 000

Outlays V 000000 000.0 s ; %00.000

‘Po

[n San Francisco, a family turns gafle televig the local news. They learn the

following:

tona
¢ polict

n Lake Tahoe was fétally shot four
BUr teenagers, 15 and 16 years old, were

A 59-vear-old ga

ered. The witnesses say the five juveniles chargéd with
to death when the young victim refused to give the

of Healtﬁ'ind Human Services reported today that the number
of 12-to-1 Bids using illegal drugs has almost doubled in past 2 years.
especially violent ¢crime. remains one ?fthe most insidious conditions
an society; and one of the most important functions of government is to
safety and security for American families.

The threat of crimg
in modern Amg;

grincipally the role of State and local law enforcement agencies and is best handled
ocal agencies. The Federal Government’s involvement shouid be to enhance the ability
of State and local police to protect their citizens.
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MAJOR PoLICY ASSUMPTIONS

DISCRETIONARY SPENDING

Federal law enforcement efforts should focus on areas o Federal ' AgWh The best
assustance Washmgton can prowde comes from actu IR choices:

victims of crime. The federal government must also pj
from the scourge of illegal drugs by preventing and

8-2002. This amount assumes a

billion in budget authority and $
: account for the restoration of

budget authority freeze at §
[mmigration Emergency fug

Ron of the fee.



FUNCTION 800: .
GENERAL x,

1

|

f

FUNCTION 800: GENERAL G

iin millions of dollars)

1997 est. 1998 2001 2002

Budget Authonty 000.000 000.000 000,000 200,000

N00 000

- Outlays

The-people who pay taxes to theddieral Go egifve to know that the government
is run as efficiently as possil heir méifey. This igh subject for function 800, which
consists of the activities of | egislaty Executive Office of the President,

Revenue Service), personnel and -
assistance to states, localities, and U.S.

U.S. Treasury fiscal gperilons (inc
prog managemegiiailleneral pug

OR POLICY ISSUES
DISCRETIONARY SPENDING

billion in budget authority {BA] and billion
ar 1998. Over 5 vears, it assumes _| billion in BA and __

e budget resolut
in outlays in fiscal

¥ warrants attention is reform of the General Services Administration [GSA].
I established by the Federal Property and Administrative Services Act of 1949
¢ for the Government an economical and efficient system for the procurement and
B0ply of personal property and non-personal services, dtilization of available property and
disposal of surplus property. Since 1949, GSA has growrfl to encompass areas not envisliéned
in 1949. The Hoover Commission, which recommended the creation of GSA, heid that the
economies of scale that could be achieved by having a tentralized purchaser of goods and
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services for the entire Federal Government would save money rather than having each
individual agency contract for services. The results have been mixed. For too long, GSA
provided costly services to captive customers at monopolistic prices, often higher tigg
available to an ordinary citizen.. Agencies had no alternative. As a resg '
derived not from its quality, but from its monopoly status. ‘




FUNCTION 900:
NET INTERESTZ

FUNCTION 900: NET IN

{in miliions of doilars)

1997 est. 1998 2001 2002
: . |
Budget Authonty 000.000 004,000 E 300,000 300,000

Qutlays 000,000 000 0 0,000

Bis the interest income
! ¢ cost to the Treasury of
i

Net interest is the interest paid on edera
received. The interest on the publiglfiebt, or g
financing the public debt of thegfdiferal gov, . Bfthe Federal Government itself
holds some one quarter of th bt, Mo ds, such as Social Security and
Federal retirement funds, o ich the ent g n both pays and receives interest.
Also, the government reqgiifes intergiilgvme or}n various credit programs. A

: ' the costs {8 Brrowing then nets out interest received

jovernment — and taxpayers — pay for yesterday's
does not buy anyth'ing; it is money not available for
Ost of the burden impﬁosed on future generations from
ebt. Cdrrently, the cost of interest in the budget exceeds the cost
d over 1998 to 2002 is expeéted to total some 3 trillion.
e current budget window, the national debt is expected to rise
hd€rse demographic trends and thejretirement of the baby boomers.
J the standard of living.

gvioreover, shortly
explosively, due t

imittee plan for balancing the budget reduces the deficit over five years

the growth rate of net interest from an otklierwise percent to _
e recommended net interest payments rises frlom an estimated $ billion in
w0l by 2002. This is much lower than the current policy baseline which would

otherwise rises to § billion or by percent gver the same period.

Balancing the budget reduces the deficit directly. lowering interest costs because borrowing
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o0 ﬁnang}e the defect declines. [n addition. interest cost are lower because interest rates are
expected to be lower from a balanced budget plan. The lower interest payments, of Sxx

billion in the Committee plan from what would otherwise be needed further redg

®s the
amount needed to be borrowed.

_ Function 900 is a mandatory payment, with no discretigg



FUNCTION 920:
ALLOWANCE

FUNCTION 920: ALLO

{in millions of dollars

1997 est. 1998 2001 2002

Budget Authoriry 000,000 000,000 000,000 000,000

Outlays 000,000 000. 000,000 000.000

Function 920 displays the budgetary giffects of 2o} ; étigps that cannot"be
easily distributed across other budg nctiong




FUNCTION 950:
UNDISTRIBUTED OFFSETTING RE

FUNCTION 950: UNDISTRIBUTED O

{in mcttsons of dolia

1997 est. 1998

Budget Authonity : 000,000 (00.000

Outlays - 000,000

This function records offsetting receipt: ord in other budget
,funcuons Such receipts are either intra : : bm one federal agency to
another_, such as agency payments to § i .
d ¢ government). The main types
of receipts recorded as “undistry} i iogfare: the payments federal agencies

4 ayments made by companies for the

ncludes four auction proposals and the adoption of a
ed against those broadcasters who received “free” spectrum

MAJOR POLICY ASSUMPTIONS

P Budget Reconciliation Act [OBRA] of 1993 granted the Federal
Cott ations Commission [FCC] limited authority to auction new licenses to use the
radio spectrum. The authority, however, was limited to a 5-year period ending on September
30, 1998, and did not extend to many classes of new licenses. The law excluded licenses
issued to profit-making businesses that did not charge a subscription fee for
telecommunications services.

According to the Congressional Budget Office [CBO], the results of the S-year experiment
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“far exceed the predictions of CBO and virtually all other forecasters at the time the law was
passed.” [n fact. CBO estimates that FCC auctions will produce $27.0 billion in receipts
from the license sales authorized by OBRA-93. That amount includes $8.0 billion in receipts
collected berween 1994 and 1996 and an estimated $19.0 billion to be collected in 1997
through 2002. ‘

B broadens it to

This proposal assumes the extension of the FCC's auction authg
: : es. [t also directs

include any license sought by a private business, except §
the FCC to reallocate 100 megahertz of spectrum resg
megahertz now used by the government.

[t assumes the Presidént’sApro?osals to auction 36 ‘
allocated to television channels 60-69 and award YgllEEacrations of toli-free “888”
telephone numbers through an auction. ~ '

[t assumes that $5.4 ‘billion will be raised by i 4 ’spectrum currently
allocated to analog broadcasting. 5

those entities who received

Finally, it assumes that a penalty fegl® !
i e using the spectrum for other

“free” spectrum for digital televig
purposes. ' '
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REVENUES

5

3
*t

The resolution assumes $85 billion in net tax relief, which can acco
credit, death tax relief, capital gains tax relief. expanded Individual R4




ECONOMIC ASSUMPTIONS
N ] ;

Economic Assumptions of the § éet Resoydfon

The Committee’s budget resolution is built upo ; o assumptions d8
by the Congressional Budget Office (CBO). The; are “post-policy” ey
assume policies that will balance the Federal budgsg R (see Table 1). The
economic assumptions comprise a short-term § ecas Rand 1998, which
reflects the current state of the economy relative to cycle, and a
longer-term projection for 1999 through 2§ nue updating,

to reflect the consequences of extra rglg® n FY 1997, is incorporated.
~ Slight adjustments to CBO’s price.gifsures tg iogffmation on proposed
technical changes on the CPI fronghe BLS ‘ BO had published its
economic forecast, as well as ol stients by CBO of recent CPI
technical changes are incog ed. :

Review of EconomigD ¢¥lopmen,

Thedildest growtial urrent e Blarted in 1992 continued in 1996, at a
' s potent® real growth rate. The most significant

been that price mﬂasxon seems subdued in spite of

by did not change its moderately restrictive stance,

In much lower than f’.)rojected and the stock market

federal 1996 &

arkets of the last few years do 'nof typically persist, as it has,

ation, at least faster than the experience thus far in this business
¢ limited rises so far in labor cost have not lead to adverse price
c potential explanation is that the potentlal growth rate of the economy

than commonly assumed, because perhaps capacity measures have
estimated the slack available in the economy.

A key factor for this performance is monetary|policy, aided by bond market
reaction. Since the last recession, the main policy objective of the Federal Reserve
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Board [Fed] has been to ensure that its monetary policy supports a rate of economic
growth that is consistent with low inflation (the so-called "soft-landing™). [n ¢q trast
to 1994 when the FED raised rates several times in response to fair
growth in 1994 to preemptively lower inflationary pressures. g ¥cld rates
steady for 1996 (after a mild cut in January) even as ggowth acg

pressures. In
hese factors inc

strong growih in employment would lead to i
special factors held down inflationary press®

profits and momentum conti MKet, as individuals shifted
massivéiy to investing in fi e major asset investment for
consumers, yet in a low-in§ i ent that turns to physmal assets such as
housmg fall and re ‘ i

ol Alan Greenspan, wamed of a possible
market, or “irrational exuberance,” as the gains in the
easonable economic fundamentals would imply.

ger portion is based on equities. The personal savings rate, even
e over the last two years, continued to be well below the historical

RS- growth. Consumpt‘ion growth continue to lag as it did in 1995, even
¥ personal incomes rose.

{:The féderal budget deficit dropped sharply lower for 1996 to a level half of
that projected two years ago. This drop is also reflected in lower future deficit levels.
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Personal tax receipts increased more than expected, due to growth in the economy
and legislative changes over the last few years. raising the prospect that the national
income statistics have been mismeasuring incomes. or that ta recelpt g not
‘pxckmg up trend changes in the composition of tax payvments.

|

Shert-term Outlook for 1997 and 1998 ]}

CBO estimates the growth rate of real GDP to be Jfpercent i 7 g

short-term forecast also shows that during 1997 af 1?98 bogPerowth 8
will remain unchanged, but that the unemploym: e off 4 percent at (R
1996 is expected to rise to 5.6 percent by 1998, SIS .0 percent by 200%The
inflation rate will also rise slightly to about 3.0 per g Both short-term and
long-term interest rates (3 month and 10-year h i not change from
- their levels in 1996.

The short-term forecast of G2 mes co ed spending by
consumers on durable goods such agfifitos a S Se capital goods. But
the Budget Committee continucgfto ac v ; W expressed by some
analysts that consumer spendjdfmay be lisehold indebtedness and
stagnant wage growth over Z@llhort tej ‘

Long-term Outloo 1gh 2003

L glons assus e Fed |will pursue a low-inflation
ate of eCH c growth close to its long-term potential
Bcssion at some time injthe projection period. Given
BN the period 1998 to 2002 that the economy will
percent.

held by most analysts. that the economy appears to have
of slow growth: 2 years ago the long-term potential growth
s thought to be about 2.5 percenti. Analvsts have lowered this
2.1 percent and 2.3 percent currently. This lower than post-war
din the economy's potential growth rate is explained by two factors.
ity growth continues to be lower thanthe first half of the postwar
g@ond, average labor supply growth is expected to be slower than average,
demographic trends and lower expected labor force participation rates.
Accordingly, projections of slowet labor force growth in the future implies a
reduction in the potential growth rate. Combined, both factors have lowered the
potential growth rate by an average of 0.4 percentage points annually.

rate of the econo
estimate to be
average gro
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The Fiscal Dividend
CBO's economic projections assume that the Federal budget will be balanged by
2002. Economists generally believe that implementation of a e fici
reduction plan will generate economic benefits in the. form of Ig ing@fest rates.
higher national savings, higher investment. and fa
economic benefits will affect the Federal budgg

budget will lower interest rates by 0.7 percentag
in productivity and real GDP by 2002. Includi

" slower response of interest rates

CBO’s $225 Billion Revision in , .
At the end of April, CBO incorpgited i : ne revenue projection

. e remainder of this fiscal year, $10 billion
$45 billion for this year, and reducing the FY 1997
be much lower than anticipated (CBO previous
as lowered from $124 billion in Jariuéry; OMB
Wious to this change, private estimates of the federal
nomic statistics, had been consistently much lower than

ded than expected is most likely to persist, hence future deficits will
is is reflected in later years as a shift in levels reducing the deficit by
ion each year from 1998 to 2002. Revenues decline steadily whlle debt
service savmgs from a lower deficit become ever larger.


http:Janwi.ry
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CBO balanced off factors arguing for a continuing trend for higher revenues”’
(such as there is mismeasurement in the national economnc statistics or changes in
.tax behavior) and the posmbnhty that these might be temporary, factors g hese
factors include: y

1) There may really be more income than the gii¥hal eco R Stics are
measuring; the evidence includes an expa g large stgai8 Bancy;

2) Real potential growth is higher than CB( ad assugg .4

3) Effective tax rates are different than CB QN assdffied;

4) On the tax side, revenues may be reflESEERSre income going P the
wealthy and/or to proprietors that is not o jeasured; or that there
may be more capital gains realized this g (1% Sactor was not true
last year).

More precise estimates are not possij ¥nd baseline. The

available evidence is not sufficient @fender Z

Technical Changes on Price\ffasures ,

CBO’s assumptions on inflz af new information on proposed
technical changes on the Cllfrom theghiihire bor Statistics (BLS), announced
after CBO had publjshqgifits eco o o5 well as corrections due to
ecent CPEEEEE changles. The BLS has announced its
as from INPP| after the CBO finished its forecast and
as part, and in addmon to'its plans for the 1998
@ooes by BLS on the CPI as part of their normal

Pislative action by the Congress.

an be expected to have some effect on reducing t_hlé bias
ates of these actions are incorporated. (CBO has often
ical changes on the CPI by|BLS in their baseline.) The net

tenths of a percent anﬁually starti;ng in 1999, so that effectively.
tcted starting 2000.  Since these are measurement changes to correct

BLS has announced plans to decide on which categories of prices it will use
a “geometric means” method of weighting prices on the lower level aggregation of
price collection. There is little doubt that this change will occur. and that although
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not all ite.fms categories would be used. sucha change would reduce the “substitution
bias™ inithe CPI. The BLS has estimated that such action would likely haye the
effect of. Iowermg the CPI by between 0 to 0.25 percent gomg forward in t ¥

occur 1f all items categories were so adjusted.

As part of the 1998 CPI rebenchmarking
change in 1999 the way they choose outlets for
geographic to'commodity group criteria. The
frequen;} rotation allowing new goods to be in

CBO also adjust_ed its existingfStimate - fhnical BLS actions: .
iF1a ' Bnuary 1997 change in
e effect of the 1998 CPI

hospital pricing and a decrea .
s each other out.

rebenchharking. These twg

aSwaucing the CPI by 0.1 percent. While the
e. and assumed that the CPI would be depressed by
, CBO did not assume any additional change to

vs that their estimates of taxable incomes may be 0.04
. The Committee has made the assumption that to be

~

{Insert table of fhmmitteee economic assumption}



