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NATIONAL INSTITUTES Of HEALTH 


National Institute ofMental Health 


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

mental health, [$701,585,000] $629,739,000. 

(Department ofLabor, 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 Mental Health 


Amounts Available for Obligation 11 


r-----­

Appropriation 

Rescission in accordance 

with P.L. 104-134 


Reduction in accordance 

with P.L. 104-208 


I 

Subtotal, Adjusted Appropriation 

Real transfer to: 
Other NIH Institutes through 
the NIH Director's one percent 
transfer authority 

i 

jComparative transfer to: 

: Office of AIDS Research, . 

i NIH for HIV activities 


1996 1997 1998 I 
Actual Estimate Estimate 

$661,328,000, $701,585,000 $629,739,000 

(779,OOO) - -­

- (478,000) -­
660,549,000 701,107,000 629,739,000 

, 

(533,OOO) 0 0 

(93,483,000) (96,906,000) 0 
I 

National Institute of General I
Medical Sciences for I ,

Administration of Research I 


I 
i Training Payback requirements I (57,OOO) {57,OOO) 
!Subtotal. adjusted budget authority 566,476,000 604.144.000 629.739,000 
! 
iIUnobligated balance. . 
~psing . (61,000) 0 . 0 I 
i Total obligations _______5_66-=.._41_5-'-,0_0__'0__6_04---'-,1_44_,,-0_00__6_2_9, j~ 

11 Excludes the following amounts for reimbursable activities carried out by this account: 

FY 1996 - $5.046.000; FY1997 - $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 FY1997 for royalties. 
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Authl .. L . I .onzmg egis ation: 
I ' ' 

Section 301; 487, and Title IV, Part C of the Public Health Service 
Act, as amended. Reauthorizing legis~ation 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 o +$25,595,000 

This document provides justification for theFY 1998'Non-AIDS activities of the National 
Institute of Mental Health. Justification ofthe NIH-wide FY 1998 AIDS activities can he found 
in thb NIH section entitled "Office of AIDS Research (OAR)." 

I ' " 

INTRODUCTION 

In thle 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 
(NI~H) is responsible for leadership of the Nation's mental health research program. lbe 
NIMH manages an ,extensive program ofextramural research and research training. The 
Instihtte's Intramural Research Program (lRP) focuses on-long-term, high risk research and, 
beduse of its critical mass, is becoming a leading site for research that translates basic , 
neur'oscience into clinical research. This document highlights NIMH's scientific strategy and 
receht progress in pursuit of its mission: To support and conduct research on the causes, 
treatbent, and prevention of mental illnesses that account each year' for approximately $148 
billibn in direct and indirect costs and cause untold human suffering. I 

I 

I 1 "Disease-specific Estimates of Direct and Indirect Costs of Illness and NIH Support," 
Repl~rt to Co~gress. A?pendix: "Mental Disorders." (Department ofHealth and Human ' 
ServIces, NatlOnal InstItutes of Health. November, 1995.)' , I 
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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, dlefied 
observation. Schizophrenia, depression and manic depressive illness, anxiety disorders, panic 
disorder, and obsessive-compulsive disorder, as well as eating disorders, Alzheim~:r's disease, ' 
'childhood mental illnesses such as autism, and other personality and developmental disorders 
could be studied only indirectly; explanations for the origins of illness 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, n~search 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 refmed 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. 

Understanding 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 investigators who seek to apply new knowledge in ways that v{ill benefit 
patients. . 

This document highlights scientific advances that provide aglimpse of progress bdng made 
across the breadth ofNIMH's research portfolio. Before these selected accomplis}unents 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 playa 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 matti~r of the brain 
acts as the transducer of emotion; both of these will serve to enrich the NIH'sconc:erted 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 or-therapeutics. 
Each of these brief narratives illUstrates the painstaking and exciting exploration of paths to 
discovery to which NIMH is dedicated. ' 
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RECENT DISCOVERIES AND FUTURE DIRECTIONS 


IN MENTAL 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 ofmental ill:nesses 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 percentrisk 
of having' the disease (or 30-50 percent concordance rate, meaning a tendency to share: the 
illness). This co-twiri'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 diso~der 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. meaning 
that even if both members ofan identical twin pair develop a mental disorder, the pattern of 
disease may differ substantially. 

Modern molecular genetic techniques are demonstrating that the genetics ofmental 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, 1~, 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 ofa 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? At present, it appears that ce:itain 
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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enviromnental interactions may result in disturbances in neurodevelopment. TIlls means that .' 
normal maturational changes in the brain during adolescence and early adulthood may trigger a 

I 

latent defect present from birth, resulting in the onset of illness. The stage may be set £;>r 
schizophrenia when faulty migration of nerve cells occurs during early brain developm(~nt. 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 throllgh incorrect formation of neural connections. Additionally, an 
abnormality in the development of the central nervous system in schizophrenia could rdlecti 
abnormalities at the molecular level, particularly in the molecules that control central nervous 
system formation and development. 

Now that scientists appreciate the complexity ofmental illness genetics, they are better able to 
use specific research techniqlles 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 unpreced(:flted 
opportunities to study mechanisms underlying gene-enviromnent 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 
enviromnental perspectives. Research will examine how enviromnental factors affect the 
differential expression (and the rate of that expression) of genes in specific cell types, how 
enviromnental inputs may alter the manner in which the brain develops over time, and how 
. enviromnental 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 tothe mechanisms ofaction of psychotropic drugs, an.d to 
understand the association of gene regulation with other long-term changes in the nervous 
system.

! . 

Mental Illnesses in Children 

Only in recent decades has much of the public become aware of the existence and, in turn, the 
tragic and often long-lasting impact, ofmental 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 ofchildren and adolescents from the needs of adults. 
Even today, however, child and adolescent mental disorders have received less researc:~ 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. 
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An expansion, now underway, of the current research effort is imperative. As many as 20 
percent ofyoung Americans between the ages of7 and 14-approximately 10 million children-­
suffer from mental health problems severe enough to compromise their ability to function to 
some degree. For a child, any degree of limitation that affects schooling and maturation is 
disastrous. Mental disorders in children under age 15 co~t the Nation $1.5 billion in direct 
treatment expenses in ·1985, the most recent year for which fairly reliable cost data arc, 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 ofdevelopmental, men1al, and . 
emotional disorders in children, ages 4-17, as well as vital information on the use, costs, and 
outcomes ofmental 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 undergo~g a review to ensure that the results 
will provide the best possible estimates at the lowest poss,ible cost. 

Mental and behavioral problems that first appear during childhood or adolescence cari have life­
long consequences. The onset ofanxiety 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 maybe 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 factprs early in brain development. Even if 
a disorder does not persist into adulthood, it can profoundly distort a child's psychological and 
social development. Conversely, traumatic experiences ¢at 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 stiongly associated with later mental 
disorders. Keenly aware of the acute and long;.term effects ofchildhood mental illnes.s, clinical 
investigators are giving renewed attention to the first onset of illness as an opportunity to prevent 
the progression of mental disorders. 

Autism, 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 resear~~h 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 high that researchers will identify specific 
genetic factors in the etiology of autism within the next s~veral years. Such genes wil.l 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 clc~ar evidence 
of functional and structural abnormalities in several brain regions in persons with autism, 
buttressing hypotheses that a genetically-triggered disturoance in brain development c;:arly in fetal 
life causes autism. . 

Given the comparatively recent origins ofproductive basic and pre-clinical research on child and 
adolescent mental disorders, clinical trials of treatments ~esigried specifically for child disorders 
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have been sparse to date and little research-based evidence exists to guide clinical decision­ I 
making. Fewer than one in five medications currently on the market for the treatment ofmental 
illnesses have been tested for safety and efficacy in children. As a consequence, physicians must 
extrapolate from data on adults as to the appropriateness o~medications for children. While I 
there are substantial challenges involved in assessing psychoactive medications in children, 

including ethical issues, the small numbers of investigatorsiin the field, and difficulties enrolling· 

children and families in clinical trials, the need for safety ~d efficacy information is critical. I 

NIMH is working to resolve obstacles to research that will yield desperately needed knowledge 

in this area. 
 I 
It is also important, particularly for treating children with mental disorders, to discover non­

pharmaceutical treatments-psychotherapies-and to identify those patients that can be: helped 
 Iby such treatments. Psychotherapy methods tail.ored to chi~dren promise to be quite usc~ful in 

preventing the later development ofcertain mental illnesses in adulthood. 


I 
NIMH is particularly receptive to novel research approaches' and lines of inquiry about childhood 

mental disorders. Investigators With the intramural research program recently found that the 
.. , 

development ofcertain episodic neuropsychiatric disorders;( obsessive-compulsive disorder and I 
Tourette's disorder) in some children may involveantineurQnal antibodies resulting from 
streptococcus infections, stich as "strep throat." The resear¢h suggests that, in some cases, 

. therapies aimed at modifying the immune response or combating the infection directly may I 
alleviate some behavioral symptoms in children with these disorders. These findings have 
opened completely new treatment possibilities for children ~at NIMH researchers are now 

. exploring. I 
I INeurobiology of Emotion 
, 

Recent efforts to delineate the neural circuits with which the brain forms memories about the Iemotional 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 ofanxiety, affe:ctive 
 I
disorders, posttraumatic stress disorder and the effects ofchild abuse. 

Historically, a stumbling block in this arena has been that people thought of emotion as part of I 
the domain of mind and consciousness, and thus not access~ble to neurobiological research. But 

recently, several NIMH grantees have designed research models that permit emotion to bt: 

subject to rigorous scientific study. One project that vividly illustrates the recent progre:ss 
 I 
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 mecharusms can lead to the emotional 
 I 
response that we term "fear." 

I 

I 

I 
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I 
I A large body of research has examined how lesioning, or altering, various brain regions affects 

I 
I 

classical fear conditioning. Those studies demonstrated that cortical brain regions--that is, those 
involved in complex behaviors--were not necessary for a fear response. Ru1ing out such "higher 
order" brain regions led a team ofNIMH 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 tpe array ofresponses involVed in the 
"fight or flight" reaction (e.g., freezing behavior, increases in blood pressUre and heart rate, 
secretion ofstress hormones, pain suppression, and other preparations for immediate protective - action). In addition, the amygdala forwards the information signifying danger to higher I~OrtiCal 

I 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 comlPlex 
information about the nature ofa 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 n~ural mechanisms that underlie 

individual differences in registering, or processing, positive and negative emotions~ Findings 

support the differential roles of the two bnlin hemispheres in these different emotional states, but 

point again to the central role of the amygdala. Imaging studies have peimitted investigators to 


• 
study how environmental factors can lead to enduring changes in brain structure and function. 

Findings from these studies have intriguing irp.plications for understanding the origins ofmental 

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 ofneural activity that may be correlated wit;h distortion of memory. In shedding 
• light on the effects ofemotion on memory storage and retrieval, such studies provide insights 

into conditions such as posttraumatic stress disorder, brain injury, and Alzheimer's disease. 


•

• 

II' The picture that is emerging from these studies fits' with wh~t 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 ofmoods. 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 oflearning and memory. 

•
, 

• 
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SCIENCE ACCOMPLIS~NTS 

I 

I 


Understanding Schizophrenia - Evidence contIDues to arriass that schizophrenia is, at least in 
part, a disorder of neuronal development. In postmortem examination of brains ofpatients 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 changes 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 episoaes of mania are interspersed with 
periods ofdepression,affects about 1 percent ofadults 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 illness 
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 resear(~hers, who 
are studying two large Costa Rican families, found evidence that MDI is linked to genes on a 
specific region ofchromosome 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 plac:es. 
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 long-term 
potentiation, a process important in memory formation ~herein 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 experimenta.l 
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. lbis knowledge brings us closer to an 
understanding of the molecular basis of memory formation in the brain. , . 

Cbronobiology - 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 mthe brain that regulate brec;:ding and 
other functions that vary on a seasonal basis possess the ability to monitor melatonin rdease and 
its duration. Thus, when the duration ofnocturnal 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 c;arefully 
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 duratiQn of melatonin secretion. These 
results provide insight into the effect of modern 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 ofchildren 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 trital 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 8 weeks, compared to only 33 percent ofpatients 
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 ofchildren is distinguishable from patients with other forms ofOCD 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 ofGABHS 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 pSYc:hotherapies, 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 ofchildren With anxiety and found that this 
otherwise persistent emotional problem could be effectively reduced and that treatmc!nt effects 

NIMH-13 ' 



...

• 

were maintained for more than three years after the treatment. • Other NIMH-supported clinical I
research is addressing the question of which treatments-psychosocial treatment, medication, or ­
both-are most effective for which children with attention-deficitlhyperactivity disorder. 


. Anorexia Nervosa: Epidemiology - Anorexia nervoSa, a synqrome ofextreme, often life­ •
threatening weight loss associated with a distorted body image: ~d a pathological fear of gaitiing 

weight occurs predominantly in young women and causes deatf In 10 percent of patients. 

NIMH-supported researchers have studied the occurrence and risk factors for this disorder in a 
 •
population-based sample of female twins. The lifetime prevalence of anorexia was found to 

range from 0.51 to 3.70 percent and the mean age ofonset was: 18-20 years. If one twin suffered 

from anorexia nervosa, the co-twin was found to be at a significantly 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 rang,e of 
symptom severity, that it is familial in nature, and that it shares familial roots with major 
depression and bulimia nervosa. II 
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 ipitial progress during the acute 
weight-gain phase of inpatient care, approximately 30-50 percent of individuals relapse to ihe 
extent that they require repeated hospitalizations. Both pharma,cological and psychological . 
approaches to relapse prevention in weight-restored patients with anorexia nervosa are being •
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 ofplacebo-treated subjects do not 
respond. Other NIMH research is evaluating the efficacyofnonpharmacological relapse­
prevention strategies for anorexia nervosa patients and preliminary indications are that cognitive­
behavioral therapy (CBT) can also maintain improvement in pa,tients 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 ofgenetic assessment and PET scanning 
may allow the identification ofpatients in the early stages of A1j), and intervention before . 
permanent brain damage becomes extensive. 
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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 f~r 20percent ofall 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 detellmine 
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 il~ess, 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 - Ah NIMH-supported study compared, 
the lithium red blood celIlplasma 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 treatmentand that 
lower dosages are necessary. 

• Mental Stress and Heart Disease - Psychological stress has long been implicated as art 

etiological factor in numerous physical ailments including ~eart 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 thos'e 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 up0n 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, tnarital status, and history of high 
blood pressure, all of which can affect heart attack risk. This study is unique because !rather than 

, t,." 
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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 [mdings 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 bom~ loss 
usually seen only after menopause, when bone-thinnjng changes associated with osteoporosis 
become a major health problem. The investigators now are seeking causes; likely explanations 
include poor nutritional habits among depressed patients, Ior hormonal problems assodated with 
depression. 

Mental Health Services Research - Although the number ofelderly patients with schizophrenia 
. is increasing significantly, little is known about their use ofcommunity mental health services. 
Studies ofcommunity mental health service use and costs as a function ofpatient demographic 
characteristics, diagnosis, and age were conducted with NIMH funding, using data from the San 

j Diego county mental health system in fiscal years 1986 and 1990. In both years, total costs for 
l 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 ~harpest rates ofincrease in mean cost 
ofservices. As this age group is the most rapidly growing segment of the population, this cost 
increase becomes particularly significant. 

Mental Disorders and Disability - As general medical providers assume an increasingly critical 
role in the delivery of mental health services, questions about the costs and cost-effecltiveness of 
mental health treatments provided in general medical settings have become an urgent research 
topic. In one study ofprimary 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 ofgeneral medical services 
by patients with these disorders, and not to higher mental :health treatment costs. Optimal mental 
health treatment could lead to reductions in patients' demiIDd for general medical services, 
thereby producing substantial cost savings. 

Cost-effectiveness ofMental 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 retumon each dollar spent on treatment. This dividend, which was calculated by applying a 
sophisticated economic model to data on the clinical treatment ofdepression in three major U.S. 
cities (Boston, Chicago, Los Angeles), reflects the cost-effectiveness oftreatment, 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. 

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 ofNIMH scientists, who recently developed a transgenic mouse model of 
Gaucher's disease, has led toa much clearer understanding of the pathophysiology, or 
mechanisms, of the disease, aswell 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 
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 
ofa 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 diagno'sable mental illness in the course ofany given year. 

The annual costs ofmental illnesses 
were estimated for NIMH by leading 
economic researchers, based on actual 
health economic data 'for 1985 and 
updated in 1990. The annual costs to 

_ 140the nation ofall mental disorders 
: 120(severe and less severe) were more than g 100 
5 80$147.8 billion in 1990. As depicted in S. 60 
:!!the chart, $69.3 billion were in direct Ii) 40 

costs of treatment, while lost 
productivity of patients and other C': 
indirect costs totaled $78.5 billion. 

economiC Impact of Mental 111M ISS In 
1990 
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Direct treatment costs for all mental 
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approximately lOA percent of the total $666 billion in U.S. health care expenditures in 1990. In 
the same year, total costs associated with severe mental ilfuesses exceeded $73.5 billion; this sum 

included more than $27.6 billion in direct costs and $45.9 pillion in indirect costs. 2 


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 agencies. In early 1997, indications are 
that efforts to improve insurance coverage for mental health care will be linked to management 
of mental health care. 

Managed care systems potentially . offer a way to control ~e direct costs of mental health care; 
however, the perceived overriding commitment ofmanage~ care systems to reducing the costs of 
treatnient 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. Manag~d care for mental illness also offers. J 
the possibility that, through collaboration with researchers, managed care programs may have the 
incentive to develop more effective prevention and treatm~nt modalities for child and aldolescent 
care. The NIMH has developed an active portfolio ofhealth services research that stud.ies the 
impact ofmultiple forms ofmanaged care upon both patient outcomes and treatment costs. 
Highlights of recent findings include: . 

• 	 NIMH-supported researchers have studied the experi~nce 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. F ollm,v-up studies of the trade-offs between quality ofcare and costs are now 

needed. I. . 


• 	 Majordepression is experienced by 6 to 8 percent of primary care patients. Ambulatory 
medical patients who were experiencing major depre~sion were randomized to either 
standardized mental health care treatments (psychoth~rapy 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 g4idelines recommended by the 
Depression Guideline Panel of the Agency for Health! Care Policy and Research .. 

2 "Disease-specific Estimates of Direct and Indirec( Costs of Illness and NIH S,~pport," 
Report to Congress. Appendix: "Mental Disorders;" "Men~ Disorders - Severe Disorders." 
(Department of Health and Human Services, National Institutes of Health. November, 1995.) . 
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• 	 In recognition that few patients with major depression who are evaluated in a primary care 
settirig receive guideline levels ofantidepressant medication or psychotherapy, N1MH­
supported researchers developed a collaborative model ofcare that increased education 
about depression and also integrated mental health professionals into the primary care 
treatment ofdepression. This innovative collaboration increased patient adherence to 
antidepressant medication, improved patient satisfaction with care ofdepression, and 
resulted in more favorable outcomes than typically achieved by primary care physicians. 

• 	 In a research project responsive to concerns that enrollments ofHMO members with mental 
illnesses may be prematurely terminated, NIMH-supported investigators found that people 
with diagnoses of schizophrenia or bipolar disorder who were members ofa large HMO 
remained enrolled longer than members who did not have severe illnesses. Use ofpublic 
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 beneficial for people with severe mental di,sorders. 

• 	 Cost-contamment policies may affect the distribution and style ofcounseling 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; ~d 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 

Public Private Partnerships 

Intramural Research Program (IRP) The IRP continues to develop its growing parmership 
with other Federal laboratories, State and local governments, Universities, and phannaceuti~al 
and biomedical technology companies. Under the mandates of the Federal Technology Transfer 
Act'of 1986 (FITA), as amended, and Executive Order No. 12591, IRP scientists have engaged 
in a steadily increasing number ofcollaborative research activities based on their inventions. At 
the end ofFY 1996~ nine Cooperative Research and Development Agreements (CRADAs) 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, thirteen new biological materials were also' 
identified for licensing. : 

A new method to identify perso~ susceptible to auto immure neuropsychiatric disorders is an 
example ofan invention created by NIMH intramural scientists with significant potential for 
benefiting public health. Certain autoimmune diseases ha~e accompanying psychological 
symptoms, including obsessive-compulsive behavior,hYP¢ractivity, emotional lability, and 
irritability. In patients at-risk for developing these symptotns due to autoimmune dise2LSe, there is 
a dramatic increase in the number ofB lymphocytes expressing the D811 7 alloantigen. IRP 
scientists have shown that detection of the D8117 antigen predicts obsessive-compulsive disorder 
(OCD). Detecting the antigen holds the promise of identifying subsets ofpersons at genetic risk 
for developing other autoimmune-mediated neuropsychiatJiic disorders, such as Tourette's 
syndrome (TS) and attention-deficitlhyperactivity disorder, (ADHD). The long-term btmefit ofan 
effective trait marker for such disorders would be the ability to screen at-risk children ~md to 
prevent a substantial number ofchildren from developing these disorders each year. In the short- ' 
term, use ofthe D8/17 marker to identify affected and susceptible individuals will improve 
research into the etiology and pathophysiology of OCD, T;S, 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 underlying mechanisms of these disorders, rather 
than mere symptom palliation. 

Anxiety Disorders Education Program In FY 1997, NIMH launched an initiative to educate 
people about anxiety disorders and to decrease stigma and1trivialization of these disorders. More 
than 23 million people suffer from anxiety disorders such flSposttraumatic stress disorder 
(PTSD), obsessive-compulsivedisorder (OCD),phobias, generalized anxiety disorder, and panic, 
disorder. Research is beginning to illuminate the specific ~ircuits 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 bfanxiety disorders: for example,' on 

,average, patients with PTSD do not receive treatment untii eight years after the traumatic event. 
, Education about anxiety disorders is especially important,: because ,left untreated, thes(! disorders 
place people at risk for another anxiety disorder, depressiqn, or alcohol or substance abuse 
problems. Because research has shown that 2/3 ofsuffere~s have a comorbid physical illness, 
one facet of the campaign is aimed at primary care physic~ans who have a special opportunity to 
recognize the disorders and encourage treatment. NIMH has set up a special toll-free number: 1­
888-8-ANXIETY. . 

Reviews of Portfolio and Other Activities NIMH has begun systematic reviews ora number of, 
areas of research priority or special concern to its research cOinmunity, Congress, and the public. 
Areas under review include: (1) the state bfthe field ofg~netics of mental disorders and future 
areas of research promise; (2) the UNOCCAP ruse, Needs, Outcomes and .costs for .Child and 

, Adolescentfopulations) cooperative research program, needed because the study has evolved 
significantly from the original peer-reviewed concept; (3)' in consulta~ion with constituent groups, 

j~ 
.,I 
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a wide-ranging examination ofhow to improve communication among the diverse communities 
interested in NIMH activities; (4) the state of the field ofprevention 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 evaluation of the NIMH intramural progrru:n. 

Streamlining and Reinvention 

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

• 	 NIMH produces quarterly scientific publications that include the Schizophrenia Bulletin 
and the Psychopharmacology Bulletin. These publications are among the top I 00 sellers in 
the Government Printing Office (GPO) inventory. Taking advantage ofnewly available 
authority to solicit bids from printers and to negotiate directly with the GPO, NIMH was 
able to reduce the costs ofprinting, distribution and subscriptions service for th~~se 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 .md 
production excellence. The savings from this activity help to preserve other Institute 
operations 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 particullar 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 retaining 
productive workers. 

• 	 To monitor NRSA (National Research Service Awards) payback compliance, NIMH gave 
it position and transferred an employee to the National Institute of General Medilcal 
Sciences (NIGMS) in a service center concept, whereby one Institute agrees to provide 
expert service to others needing the same type ofwork. NIGMS has the largest operation 
ofNRSA awards and monitoring, which has reduce~ NIMH costs and provided better ,
servIce. 

• 	 NIMH employees developed a program for computerized committee management. . The· 
Institute uses the program to improve the accuracy ofreporting the costs associa,ted 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. 

• 	 Section 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 ofconfidentiality to researchers who demonstrate that ordmary 
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 ofNIMH 
grant review with the NIH Division ofResearch 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 request of $629,739,000 for NIMH represents 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 forthe:National Institute ofMental Health 
during the last five years has been as follows: 

Funding Levels 	 FTE Levels 
(Dollars in Millions) 
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• 	 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 increas;~ for NIH. 
Thus, Cost Management Plan increases of two percent will be provided for RPGs. In' 
general, individual noncompeting RPGswill receive increases of two percent over FY 1997 
levels. Average costs ofcompeting RPGs will increase by up to two percent oVe:r FY 1997. 
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These increases parallel current projections for FY 1998 inflation indices of 3J percent for 
the Biomedical Research and Development Price Index (BRDPI) and 2.6 percc;:nt for the 
Gross Domestic Product (GDP). 

• The total request for NIMH includes: :NIMH - Mechanisms 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 
 FY 1998 REQUEST 828 FTEs
of$1,152,000, or 2 percent. 

5629.7 million- $70,080,000 for other research, an 

increase of $1,374,000 or 2 percent. 

- $30,912,000 for research training, an 

increase of $606,000, or 2 percent 

- $13,587,000 for R&D contracts, an 

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. . . 


SPECIAL EMPHASIS AREAS 

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

• 	 "The Biology ofBrain 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 neUrobiology of emotion and motivation using functional magnetic 
resonance Imagmg. 

• 	 . "New Avenues for Development ofTherapeutics" ($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 biolof~y are 
providing new tools for these advances. Already" fundamental discoveries about brain and 
behavior are having an immediate impact on dini,cal 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 sertiindole. 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 ofpatient. To ensure that they possess the necessary information, NIMH plroposes a 
research initiative that would serve to inforn clinical guidelines and clinical pral:::tice. 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" ($5,000,000)-- NIMH proposes greatly expanding research efforts in 
the genetics ofmental disorders. The genetics of the serious, common mental disorders-~ 
schizophrenia, schizoaffective disorder, manic depre~sive 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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National Institute of Mental He~1th 

Budget Mechanism 

FY 1996 I FY 1997 FY 1998 
Actual I Estimate Estimate' 

No. Amount No'. Amount ! No. Amount 

Besearch Projects 
I 

Noncompeting 869 $215,349,000 sk1 $210,186,000 951 $231),246.000 
Administrative supplementals (36) 2,190,000 (36) 2,271,000 (36) ;~,341,ooo 
Competing: I 

I 

Renewal 102 28,728,000 1~5 27,062,000 132 24,898,000 
New 246 34,214,000 ~ 64,388,000 321 60,321,000 
Supplemental 6 1,209,000 ' :8 1,866,000 5 1717,000 ' 
Subtotal, competing 354 64,151,000 497 93,316,000 458 815,936,000 

SBIRISTIR 43 8,796,000 ' 56 11,804,000 56 1:2,785,000 
Subtotal, RPGs 1,266 290,488,000 1,3~ 317,577,000 , 1,465 3313,308,000 

B.e.s.earcb Centers I 
I 

Specialized/comprehensive 50 54,926,000 50 57,597,000 50 5i~,749,000 
Clinical research 0 0 :0 0 0 0 
Biotechnology 0 0 ,0 0 

I 
0 0

I , 

Comparative medicine 0 0 10 0 0 0 
Research centers in minOrity institutions! 0 0 :0 0 0 0 

Subtotal, Centers 50 54,926,000 ! 50 57,597,000 50 5B,749,000 

Other Besearcb i 

I 
i 

Research careers 290 32,362,000 2'90 33,236,000 290 33,901,000 
Cancer education 0 0 ,0 0 0 0

I 

Cooperative clinical research 31 9,411,000 31 9,665,000 31 9,858,000 
Biomedical research support 0 0 :0 0 0 I 0 
Minority biomedical research support 

I 
0 0 

I 
,0 0 I 0 0 

Other 50 23,580,000 '49 25,805,000 49 26,321,000 
Subtotal, Other Research 371 65,353,000 

I 
370 66,706,000 370 70,080,000 

Total, Research Grants 

I 
1,687 410,767.000 I 1.~14 443,880,000 1.885 467,137,000, 

! I I 
Training I FTTPs : FrTPs IFTTPsIndividual I 255 4.589.000 255 5.252.000 255 5,357,000 
Institutional 987 23.160.000 987 25.054.000 i 987 25,555,000 ' 
Total. Training I 1,242 27,749.000 1,242 30,306,000 30,912-:000­I I 1,242

I 
! I 

!
, , 
! 35 iResearch & development COntracts 12,971.000 !35 13.321.000 35 13.587,000, 

(SBIRISTIR) I '(4) (415.000) i ! (1) (426.000) ! (1 ) (435.000), 

I I I 
EIE.s 

I, EIe.s EIE.s 
Intramural research i 521 86.899,000 516 88.562.000 516 90.028.000 

i 
I 

Research management and support 
I 

307 28.090.000 ~12 28,075.000 312 28.075,000 

! I 

Cancer prevention & control 0 0 i 
~O 0 0 0 
I 

Construction 0 
i 

:0o I 0 0 0
I 

I i 
Total. NIMH I 828 566,476,000 ! 828 ' 604.144.000 i 828 629,739,000 

i 
I 

II !I
Clinical Trials} I (54 594 OOOt i ! (58510000) i (Ei1 162000) 

Note: Includes FTEs aSSOCiated with HIVIAIDS research activities. Fu~ds to support these FTEs are included 
in the Office of AIDS Research. 
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E~tr_ar'(tU.Ial Re$.eaIcll~ 

Extramural research and 
training 

Subtotal, Extramural research 

Intramural research 

Research management 
-ana ~~ort ---.- ---- --.-----~ 

Total obligations 

Unobligated balance 
lapsing 

NATIONAL INSTITUTES OF HEALTH 


National Institute of Mental Health 


B_udget AuthQrjty_b}'AcjiY~ 


(dollars in thousands) 


-----F'{'1996·-·­ FY 1997 FY 1998 
Actual Estimate Estimate Change 

FTEs Amount FTEs Amount FTEs Amount FTEs Amount 

451,426 487,507 511,636 24,129 
451,426 487,507 511,636 24,129 

521 86,899 516 88,562 516 90,028 0 1,466 

307 -28,0'90- 312 --28,oi5 312 28,075 0 0 

828 566,415 828 604,144 828 629,739 0 25,595 

61 0 0 0 

Total, budget 
authority 828 566,476 828 604,144 828 629,739 0 25,595______w" 

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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NATIONAL INSTITUTES OF HEALTH 


\ 

1997 Estimated budget authority 
199B Estimated budget authority 

Net change ' 	 ! 25,595,000 

Changes: 
A. 	 Built-in: 

1. 	 Intramural research: 
a..Within grade increase 
b. 	 Annualization of January 

1997 pay increase 
c. January 199B pay increase 
d. legislative proposal, 1.51% 

increase in the CSRSrate 
e. Service and supply fund 

,, 
i 
I 

f. Increased.cost of laboratory supplies. 
materials, and other ex~enses 

I 
Subtotal I 

2. 	Research Management and Support: 
a.Wrthin grade increase 
b. 	 Annualization of January 


1997 pay increase 

c. 	 January 1998 pay increase 
d. 	 legislative proposal, 1.51% 

Increase In the CSRS rate 
e. 	 Service and supply fund 
f. 	 Increased cost of laboratory supplies, 

r---:!~m-"aterials, and other ex~enses 
Subtotal 

Subtotal, Bui-=-lt-_.in-'--________--L..,--'-__,-­

i 

National Institute of Mental Health 

Summary of Chan~' 
! ,, 
i 
! 

i 
I1997 Current 

.Estimat~ Base Change from Base I 
i Budget Budget I 

!FTEs. . !Authori~ FTEs Authority 
, 

i 


$36.50B,OOO 
i 

36,50B,OOO 
36,50B,OOO
i 

p6,50B,OOO . 
,10,757,000 
i . 

:13.148.000 
i 	 . 

, 
i 
I 
;20,471.000 , 
I 

:20,471,000 
120,471,000 

i
i20,471 ,000 
: 2,792,000 

3,355,000 .~ 

$604,144,000 

629,739,000 


:$540,000 

304,000 
.767,000 

152,000 
280.000 

342.000 
;~.385.000 

360,000 

170,000 ' 
430,000 

133,000 
73,000 

____--.:8::::B:.!.:,O::::00 
1.254.000 

::;3.!.:,6:::3:.;:9.t::,O:.;:0=-0 
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NATIONAL INSTITUTES OF HEf.LTH 

National Institute of Mental Health 
, 	

IISummarv 0 fChanges-confInued 

1997 Current 
Estimate Base Change from IBase JJ 

No. Amount No. Amount 
B. Program: 

1. Research projects grants: 
a. Noncompeting 
b. Competing 
c. SBIRISTTR 

Total 

2. Centers 

3. Other research 

4. Research training 

5. 	 Research and development 
contracts 

I 
I 

6. Intramural research: I 
! a. Programmatic changes 

i b. Sf:!ecial emf:!hasis areas 
Subtotal, intramural 

I II 
841 212,457,000 110 26,130,000 
497 93,316,000 0 (6,3,80,000 

56 11,804,000 3 ·9'81,000 t!.
1,394 317.,577,000 113 20,731,000 

57,597,000 1,152,000 

68,706,000 1,374,000 

30,306,000 606,000 

13.321,000 	 2,66.000 
: 

EIEs 	 EIEs 

516 88~562,OOO 0 (919.000 
0 0 0 0I 

516 88!562,OOO 0 (919,000 

~7~._R~e~s~e=ar~c~h=m~a~n~ag~e~m=e~n=ta=n=d~s~uLf:!cf:!0~rt~____~3~1~2__~2~8,~0~75~.~00~0~__~0~__~(1~.2~••000; 

Subtotal. program 21.9!56.000: •
L-__~T~o=m~lc=h=a~ng~e~s~________________~________~____________~2~5~.5B5.0001 

II 
II 

•• 
II 
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NATIONAL INSTITUTES OF HEAlTH 

~="'::"'=::::.:.L.,,;;;,;,,~,,--,,-,~.c~~;;';"";;'---------+--:FY=-::-''=''199=''==7:---'-+---=FY~1'C=99-=8=----t-:-'n-cre---'a~so or i 

12.0 Personnel Benefits 9,805,000 10,197,000 i 392,000 
13.0 Benefits for Former Personnel i 40,000 42,000' 2,1000 

Subtotal, Pa Costs 56,979,000 59 258,000 2,279,000 

. 55,740,000 i (300,1~OO!25.0 Subtotal. Other Contractual Services 56:040,000 
. 

26.0 Supplies & Materials 5.016.000 4.943,000 (73.OOO~I 31.0 Equipment 6~727.000 6.629.000 (98.1JOO 
32.0 Land and Structures 0 0 o 
33.0 Investments & Loans 0 0 oi I
41.0 Grants. Subsidies & Contributions I 414,186,000 498,049,000 23,863,1)00 
42.0 Insurance Claims & Indemnities ;214,000 211,000 (3.1)00 

Oi43.0 Interest & Dividends I 4,000 4,000 
44.0 Refunds 0 0 ~ 

570,481,000Subtotal, Non-Pay Costs 547;165000 23,316,1)00 
~ 629,739,O~O I 25,595,1~Total Budget Authori!}t by Activi!y ' 604~144,00O 

• 
, 

National Institute of Mental Health 

Budget Authonty by ObjeCt 

• FY 1997 
Estimate 

~~------~--~--------------------~~Total compensable workyears: 

Fulf..time employment 
Full-time equivalent of overtime and holiday hours ~. 

B· 
Average ES salary 
Average GM/GS grade 

• 
Average GM/GS salary 
iAverage salary, grades established by act 

of July 1, 1944 (42 U.S.C. 207) 
Averane salarv of unnraded nOSltlons 

11.1 
11.3 
11.5 
11.8 
11.9 

21.0 
22.0 
23.1 
23.2 
23.3 

24.0 
25.1 
25.2 
25.3 

25.4 
25.5 
25.6 
25.7 
25 8 

Personnel Compensation: 
Full-Time Permanent 
Other than Full-Time Permanent 
Other Personnel Compensation 
S ecial Personnel Services Pa?'y..:.:.m:.;;;;e..:.:.nts=-__-+--:;""5!.:;.1~9'?5,s:00~0=_'__:_:5~,4:::_:0=_=3;_c;,O=_=00~'~~2;.:0~8,,1=000~ 
Total Personnel Com nsation 47~134,OOO 49,019,000 1,885,IDOO 

Travel & Transportation of Persons 

Transportation ofThings 

Rental Payments to GSA 

Rental Payments to Others 


. Communications, Utilities & 
Miscellaneous Charges 

Printing & Reproduction 
Consulting Services 
Other Services 
Purchase of Goods & Services from 
Govemment Accounts 


Operation & Maintenance of Facilities 

Research & Development Contracts 
Medical Care 
Operation & Maintenance of Equipment 
Subsistance & Support of Persons 

Estimate Estimate Decrease I 

31,570,000 32,833,000 $1,263,000 
·8,584,000 8,927,000 I 343,'000 
1~785.000 1,856,000· 71,.Q00 

·828 
4 

$114,604 
10.2 

I 
; $47,107 

$57.929 
$50.143, 

:776.000 
'172.000 

0 
Ii 1~269,OOO 

I 2',234,000 
i 527,000
I :348.000 

4.033,000 
I
I 45782 000 
. : '0 
i 4.667,000, 

·1 ' 0 '/ 
1l210,000 

I· ° I' 

765,000 (11,1::100 
169,000 (3.000 

0 0 
1.251,000 . (18,iJoo~ 

1 
J 

2,201 ,000 (33.000~ 
519,000 (8,OOO~ 
343.000 (S,oooj 

3,974.000 I. (59,OOO~
I 

45,471,oog ,: (311,OOg)'l· 

4,760,000 i 93.000 I 
0 I 0 I 

1,192.000 (18,0°°).1' 
0 I 0 

FY 1998 Increas.~ or , 
Estimate Decrease' 

828 0 
4 0 

$120,351 $5.747 
10.2 0 

$989 

$59,145 . $1.216 
$51,196 $1,053 

$48,096 

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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Administrative Cost 

11 
FY 1997 FY 1998 II 

Estimate ChangeEstimate 
Personnel Compensation: 

F ulI-Time Permanent (11.1) $31,570,000 $32,833,000 $1.263,000 11 
Other Than Full-Time Permanent (11.3) 8,584,000 8,927,000 '343,,000 
Other Personnel Compensation (11.5) 
Special Personnel Services Payments (11.8) 

1,785,0«;)0 
5,195,000 

1,856,000 
5,403,000. 

11,,000 
208,,000 I 

Total Personnel Compensation (11.9) 47,134,000 49,019,000 1,885pOOO 
Civilian Personnel Benefits (12.0) 
Benefits to Former Personnel (13.0) 

! 
! 

9,805,000 
40,000 

10,197,000 
42,000 

392,000 
2,000 II 

56,979,000 ! 59,258,000 
Travel (21.0) 
Subtotal, Pay Costs 

776,000 765,000 
ITransportation of Things (22.0) 172,000 169,000 
IRental Payments to Others (23.2), 1,251,000 
ICommunications, Utilities and 
i Miscellaneous Charges (23.3) 2,234,000 

1,269,000 

2,201,000 
iPrinting and Reproduction(24.0) , 527,000 519,000, 
IOther Contractual Services: 

! AdviSOry and Assistance Services (25.1) 348,000 
 343,000 
! Other Services (25.2) 3,974,000 

Purchases from Govt. Accounts (25.3) 
4,033,000 

37,128,000 36,644,000... 
iI Operation & Maintenance of Faclhltles (25.4) o0, 
! Operation & Maintenance of Equipment (25.7 1,210,000 1,192,000 
i Subsistence & Sup ort of Persons 25.8 o o 

, 42,153,000 
!Supplies and Materials (26.0) 5,003,00.0 ! 4,930,000 ! 

[Subtotal, Non-Pa Costs 52,700,000 I 51,988,000 

!Subtotal Other Contractual Services 42,719,000 

, 
I , i I 

109,679,00() , 111,246,000iT~~I, Administrative Cost 
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2,279,000 
(11,000 

(3,000 
(18~000; 

(33,000) 
(8,000) 

(5,000)1 
(59,1000) 

(484,OOO~ 
o 

(18,OOO~
0: 

566,1)00~ 
(73,OOO~ 

712,OOO~ 

1,567,000 • 
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NATIONAL INSTITUTES OF HEALTH 

National Institute ofMental Health 

SIGNIFICANT ITEMS IN THE HOUSE AND SENATE 

APPROPRIATIONS COMMITTEE REPORTS 


1997 House Appro,priations Committee Report Language 


, Research Mission -'J1ie Committee notes that NIMHs new director has iIidicatedl his 
intention to conduct a full review of the Institute's research portfolio as he consid,ers 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 or to be Taken 

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 c) 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 strat~gies 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 opportunity to brief the Committee on the results ofany 
or all of these reviews. 

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 
mechanisms to build a generation of basic behavioral researchers who are sensitive to clinical, 
issues." , 
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I 
Action Taken or to be Taken 

NIMH endorses the committee's assertion that basic 'Qehavioral 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, psychologic~, 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 ofan integrative basic-clinical 
design would provide a meaningful training opportunity in integrative research at Ii formative 
career stage. Another possibility is outreach to junior investigators in conferences and 
workshops as participants or attendees, as exemplified 

i 

by the recent NIMH confenmce, 
"Advancing Research in Developmental Plasticity: Integrating the Behavioral Science and 
the Neuroscience ofMental Health," which involved both basic and clinical perspe:ctives. 
Plans for an upcoming integrative workshop on the contribution of basic cognitive science to 
the understanding ofanxiety and anxiety disorders also include junior investigators. 

I 

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 wer~ that NIMH (1) continue to support 
and develop the research infrastructure in schools of social work using the Social Work 
Research Development Cen~er (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, S1. Louis was funded and two Research Enhancement Projects, 
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 resea:rch 
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 

. I 

Social Work Education. Individual predoctoral fellowships in social work were also funded 
at the University ofWisconsin, the University ofWashlngton, and the University 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 Southem Califomia; 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 ofIASWR the Natiortal Association ofDeans and 
Directors ofSchools ofSocial 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. 

Research Plans - The Committee is pleased to learn that NIMH supported the development 
of a behavioral science research plan aimed at reducing depression, schizophrenia, and other 
severe mood and anxiety disorders. The Committee encourages NIMH to consider the plan 
in detennining 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 ofmental disorder, interventions, and services 
research issues including bairiers to access to treatmeqt and services. For example, the 
Institute has actively pursued the integration of social, :psychological, and biological 
perspectives in scientific understanding of the detenninants 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 ofMental Health," and future interdisciplinary workshops that will focus 
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on the application of basic cognitive psychology to understan4ing 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 recommengations noted by the commi11ee: 
(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 specific 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 ofResearch Grants. 

, 
1997 Senate Appropriations Committee Report Lan~ua~e 

Research reviews - The Committee encourages the new Dire~tor ofNIMH in his efforts to 
scrutinize the Institute's research portfolio as part ofhis commitment to reconsider the 
Institute's priorities and overall direction. The Committee expects to be briefed on the results 
ofhis review." . 

. 
,
i 

Action Taken or to be Taken 

The Director, National Institute of Mental Health (NIMH), has initiated a series of internal 
reviews together with the National Advisory Mental Health qouncil (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 c) 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 opportunity to brief the C()mmittee on the results of any 
or all of these reviews. . 
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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 m<:rntal illnesses such as schizophrenia,. • 
bipolar disorder, major depression, obsessive·compulsi~e disorder, and panic disorder. The 
Committee believes the new Director should pay particwar 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 21 st 
century: opportunities for NIMH neuroscience research, and caring for people with severe 

• mental disorders: a national plan ofresearch to improve: services. The Committee expects to 
be briefed on the results ofhis review." 

• Action Taken or to be Taken 

Much of the impetus forNIMH'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 forNIMH Neuroscience Research; a National 
Plan for Research on Child and Adolescent Mental Dis~rders; and Caring for People! with 
Severe Mental Disorders - A National Plan of Research to Improve Services. Each of these 
comprehensive reviews ofresearch 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 ofmental health science dictate lhat 
priority attention be directed to various discrete areas, such as the genetics of mental illness, 
prevention, and childhood mental disorders. The plans are slated for re-review in the near 

it future. {~ . 

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 coUaborate 
with various professional organizations, such as the American Academy of Pediatries, to 
develop comprehensive EMS-C care standards that support the family." 

, 
. I 

, 

NIMH - 35 



Action Taken or to be Taken 

NIMH continues its collaborative arrangement with the Bureau ofMaternal and Child Health 
. I . 

(MCH) and other Federal agencies to support research on the mental health needs ofchildren 
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 ofbasic 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. SimilarJy, for 
clinical psychology programs, particularly those housed outside of medical schools, the 
Committee encourages NIMH to provide student support for research in settings in which 
severe mental disorders are the focus." ' 

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 tqe 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 biologicalleyels ofanalysis) 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 cmd 
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 co~'tribution of basic cognitive science to 
the understanding of anxiety and anxiety disorders also' include junior investigators. 

Finally, regarding the committee suggestion that we pr9vide opportunities for graduate 
students to have research experiences in settings more ~ntensively 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. 

Research Plans - The Committee 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 developed under the auspices of the human 
9apital initiative and has been endorsed by an impressive range of scientific organiZations. 
The Committee urges NIMH to use the plan in deteimining 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 reiterates its support for the National 
Advisory Mental Health Council's report, "Basic Behavioral Science Research filr Mental 
Health: A National Investment." In particular, the Committee supports recommendations to 
fund more investigator-initiated behavioral research, provide new funding mechanisms for 
longitudinal behavioral research, and expand study sections for the best possible review of 
behavioral science." 

Action Taken or to be Taken 

NIMH supports the goals oithe 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 Scienc'e 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 inte~isciplinary workshops that will focus 
on the application ofbasic 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 Natiqnal Advisory Mental Health Council's 
report, "Basic Behavioral Science Research for Mental Health: A National Inveslment," and 
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its recommendations. With respect to the specific recommendations noted by the committee: I 

• 
• I 

(1) FY 1996 funding for the portfolio of basic behavioral,science supported b~·the NIMH 

Behavioral, Cognitive and Social Sciences Research Branch increased nearly si.."{perc(mt over 


, FY 1995; (2) possible mechanisms specific to longitudinal behavioralsciencer.!Search are 
being considered; and (3) various groups in NIMH and in the Division ofRese!rCh Grants 
have been working intensively to assure expert specialized review once NIMlf $ review 
system becomes merged with that of the NIH Division ofResearch Grants. 11 

II 
Social work research- The Committee commends NIMH: for funding its folll'til social work 

research development center, and urges NIMH to give consideration to expanding the number 

of centers. The Committee also requests that NIMH be prepared to report on rlx' 

implementation of the recommendations of the 1991 NIMH task force repon ~ "Social 

Work Research" at its fiscal year 1998 budget hearings.", 


I 
Action Taken or to be Taken 

NIMH has been actively implementing the recommendations of the Task FoT'~ on Social I 
Work Research. The two major recommendations were that NIMH (1) contin:..~ to support 
and develop the research infrastructure in schools ofsocial work using the ~,--:aI Work 
Research Development Center (SWRDC) mechanism and (2) increase its Sl.~",,:rt for research 
career developJ;I1ent in social work. . 

I
The Social Work Research Development Center announcement has been con:I:ued with a 
once a year receipt date of February 1. During FY 1996, eight applications ,,~~ revie:wed 
and two new SWRDCs at Portland State UI'!-iversity and at University ofWs...,"ington, Seattle I 
were funded. In all,five SWRDCs received funding in FY 1996. One new ~3Ich project 
at Washington University, St. Louis was funded and two Research Enhance,~t Projects, 
related to the new SWRDC at the University of Washington, Seattle are pe.n.£:::g. r 
Research grant support ofsocial workers has also increa$ed. In FY 1996. L~ were 19 new 
or competing renewal research and research training grants to social worke.'"'S...-\ research I 
training program at Columbia University directed by a social worker at the R~arch Institute 
of the National Association of State Mental Health Program Directors supJ'.l.~ five 
predoctoral students and a postdoctoral program. NIMH continues to SUPl"'''-: research I 
training in social work at Brandeis University, UC-Berk~ley, University ot" l~cago, 
Washington University--St. Louis, and the Minority Fellowship Program 3l i:.t: Coun(;il on 
Social Work Education. Individual predoctoral fellowships in social work ",~ also funded I 
at the University of Wisconsin, the University ofWashiI}gton, and the Univ.e;~:'ty of North 
Carolina. Dissertation Research Grants were awarded to 4 social work stU~ in FY 1996 I 
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at: UC-Berkeley; Washington University--St. Louis; University of Southern California; and 

I 
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 

I 
practitioners. With the assistance ofIASWR 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. 

• 

The second decade o/life - The Committee notes that the incidence ofpsychosocial 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." 


Action Taken or to be Taken 

II 
 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 . I 996. 
Approximately $8,000,000 of this amountwas basic beqavioral science. We would be 
pleased to work with other institutes to increase support :ror those basic behavioral sdence 

• topics that are most likely to contribute to identification of causal risk factors for mental 
disorder, as well as diagnosis, treatment and prevention ,of mental disorder during this 
vulnerable period of life. 

• 
Victims o/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 

• 
u 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) 

~ 

II 

III

I 
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il 
Action Taken or to be Taken fl 

In response to Congressional interest in this area, NIMH 'officials began a series of 

discussions with key Congressional staff in 1995 regardillg such a study. These discussions 

identified the need to bring together staff from several centers for treatment ofrefugees and 

victims oftorture, human rights organizations, and researchers in this and related areas. 

NIMH, in collaboration with the office of Senator Paul Wellstone, the Office ofRefhgee . 

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 represenultives of 


. many of the major refugee/asylee centers providing physical and mental health serviees in the 
United States, as well as leading researchers in the fields~oftrauma and refugee mental 
health. The meetings will provide a forum for the presentations ofepidemiological 
information, service delivery models, and fundamental r~search 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." I 
This PA encourages Ilstudies ofboth short-term crisis intervention and long-tenn 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 
 I 
number of research projects related to extreme trauma and refugee mental health and 

anticipates that the conference and related activities will stimulate additional research. 


I I 
I 
I 
I 
I 
I 
I 
I 
I 
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National Institute of 
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National Research 
Service Awards 

T()tal. Budget Authority 

.. .. 


PHS ActJ U.S. Code 1997 Amount 1997 1998 Amount 1998 Budget 
Other Citation Citation Authorized Estimate Authorized Estimate 

Section 301 42§241 Indefinite Indefinite 
I 

> $573.838.000 > $598,827.000 

Section 454R(d) 42§285P a) I b) I 

Section 487(d) 42§288(d) a) 30,306,000 b) 30,912.000 

~II • .. .. ...• • • - - ­

NATIONAL INSTITUTES OF HEALTH 


National Institute of Mental Health 


Authorizing Legislation 


"--. 

604.144.000 629.739.000 

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



. NATIONAL INSTITUTES OF HEALTH 

National Institute of Mental Health 

Appropriation History 

Fiscal ~udget Estimate House r Senate 
Year to Congress Allowance ' Allowance Appropriation 11 

1993 nla nla 574,803,000 583,561,000 21 

1994 576,015.000 613,444.000 613.444.000 613,444,000 
r 

199531 545.223.000 541.687.000 543,687.000 542.989.000 41 
I 

1995 Rescission -789.000 
I 

1996 558.580.000 31 661.328,000 550.632.000 31 661.328,000 

19.96 Rescission ! -706.000 

1997 578,149,000 31 701,247.000 589,187,00031 701 ;107,000 51 
! 

1998 629.739.000 31 

I 

nla =Not Applicable 
'. j •11 Reflects enacted supplements, rescissions, and reappropriations. 

Prior to the FY 1993 Senate Allowance, NIMH was a component of the II. ADAMHA appropriation. . : 

21 Excludes enacted administrative reductions of $4, 723,000, $~1.000. and $1.981,000. 

31 Excludes funds for HIV research activities consolidated in the NIH office of 
AIDS Research. • 

41 Exdudes enacted administrative reduction of $561,000. 

51 Excludes enacted administrative reduction of $478,000 •
• 
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NATIONAL INSTITUTES OF HEALTH 


National Institute ofMentCiI Health 


Detail of Full-Time Equivalent Employment (FTE) 


FY 1996 i ,FY 1997 FY 1998 
Actual Estimate Estimat,e 

,. 

Office of the Director 
 136' 141 141 

Division of Neuroscience and 

Behavioral Science 
 30 : 30 30 

! 
Division of Clinical and Treatment 


Research 
 49 49 4~9 

Division of Epidemiology and . 

Services Research 
 48 48 48 

i 

44 I 44 4-$iDivision of Extramural Activities 

:Division of Intramural Research 521 . 516 51E) 
! , 

Total, NIMH 828 ' 828 82l~ 
I 

J 
I 

'1 
, ; Average GS/GM Grade 

! 
!1993 10.2, 
!1994 10;2 
'1995 10.1 
'1996 10.2 
1997 10.2 


:1998 10.2 


Note: Includes FTEs associated with HIV Research Activities. Funds to 
support these FTEs are included in the,Office of AIDS Research. 
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NATIONAL INSTITUTES OF HEALTH 

National Institute of Mental Health 


Program Administration 


Detail of Positions : 

I 
I 

23 23 2:3 , 
17 , 17 1'7 
29 29 2!3 
4 4 4.

1 2 2 :~ I:GS-1 1 1I -Subtotal 686 686 6861 
! 

FY 1996 
Actual 

ES-6 
ES-5 
ES-4 
ES-3 
ES-2 

Subtotal 
Total- ES Salary $1,757,200 

rGM 

-

15 
GS/GM-14 
GS/GM-13 
,GS-12 
IGS-11 
GS-10 
IGS-9 

IGS-8 
GS-7 
IGS-6 
iGS-5 
iGS-4 
iGS-3 
IGS-2 

, FY 1997 FY 1998 
Estimate Estimate 

3 3 ~I 

2 2 " A. 

8 8 n 
2· I 2 A.

') 

1 2 2 
,16 17 HI 

$1,948,273 $2,045,96~) 

51 51 5'1 
91 91 9'1 
66 66 6f) 
70 I 70 7() 
90 \ 90 90, 
2 2 " ,~ 

89 89 8!~ 

44 44 44 ,
107 107 10', 

. Grades established by Act of . 
:July 1,1944 (42 U.S.C. 207): , 

iAssistant Surgeon Geneal 1 1 1:
I 

!Director Grade 25 25 25 ! 
I 

ISenior Grade 10 10 10i 
iFull Grade 10 10 10 1 

I 

iSenior Assistant Grade 2 2 ~ 
; Subtotal 48 48 48 
: Ungraded 117 117 1171 

Total permanent positions 673 673 673 

!Total p~sitions, end of year 867 868 868 

!Total full-time equivalent (FTE) 
I employment,end of year 828 828 828 

IAverage ES level 
iAverage ES salary 
!Average GS/GM grade 
iAverage GS/GM sala!}, 

4 
$109,825 

10.2 
$45,959 . 

-J 
4 4 

$114,604 $120,3511 
10.2 10.2 i 

$47,107 $48,09~ 
NIMH:-44 




FUNCTION 050: 

NATIONAL DEFENSE 


Budget ',,",uilioriry 000.000 000,,)00 


Outlays 000.000 000,000 ')00.000 


Every American today - every , steelworker. school ,teacher. 
hardware shop owner, and ..... u~ ..,". home - shares a blessing won 
by this Nation's strength and that any foreign aggressor could 
threaten 

have been made. Many Americans today can still 
missiles at Miami, families built bomb shelters in 
taught how to crawl under their desks during a 

this cloud for nearly 3 decades. '\ 

War because - especially during the Reagan and Bush 
needed investments. in funds and conviction. to defend its 

Id War greatly reduced the danger of a nuclear holocaust. it did not 
ges and dangers of an unstable world. Indeed. the dissolution of the 

confrontation has unleashed the ambitions of radical and unstable regimes 
throughout 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 

<., 



! 
'J 
i 

United St'ates. 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 fami Iy housing; and operations and maintenance of the defense 
establishment. 

This budget resolution assumes $268.2 billion in budget authority 
in outlays for fiscal year 1998. Over the 5-year 
resolution assumes totals of $1.379.7 billion in BA 
THESE,ARE FUNCTION TOTALS. I.E. DISC 
CONSULT WITH GARY IF HE WANTS 
HAPPYTO MAKE THE CHANGES1' 

I 

National security is an unforgiving ofAmerica's global role. 
a resolv~ to use force when v but also a clear-eyed 
determhlation not to squander of marginal interest. 

support for correcting a persistent 
the consensus between Congress and the 

.nr'·...~<:p defense resources so as to address many of the 
and quality of life. The, plan would add 

.thl"\rIlV to national defense over the next 5 years 
scalYear 1997 Budget Resolution Conference Repon. 

, that increased funding alone is unlikely to solve the 
between resources and commitments. ' 

.1ren!Se is reaching a critical juncture in its long-range budgetary 
additional resources made available in the balanced budget plan. 

still have difficulty in fully meeting the demands of the future security 
remaining within expected budgets. Clearly, significant savings must 

" within DOD; in'tum, those savings must be reallocated to high-priority 
mode~ization and readiness programs. 

It is critical that this transfer from the administrative "tail" to the warfighting "tooth", be 
unden:aken immediately. While the I04th Congress made some progress in legislating 
reductions in the accusation workforce and the staff of the Office of the Secretary of 
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Defense, and in mandating outsourcing of some administrative functions, much more needs 
to be done. There are four principal areas where major refonn needs to be undertaken: 

.. Defense Acquisition: The General Accounting 
problems in the Pentagon's weapons-buying 
overly ambitious requirements. unrealistic cost 
and bureaucratically layered management pract' 
to seriously examine cost and perfonnance . 
plans can be implemented, effective Co 
refonns remain in place, 

Ice has identified 
I m. These include 

. .. Inventory Management: DOD has wasted 
According to GAO. about half of DOD's $ 
clothing, medical supplies. and other' 
warfighting requirement. obsolete. or ntnll'ruJlc,," 

inventory control practices can and 

.. Infrastructure: there is a t'nr'nn.,...­

adds billions of dollars in ·~lrhj"at1 
instance, there is a 35 

.. lint"0'1..,.t~·t1 financial management 
!If''f''''U',,tj,,,fY failures, As a example. the 

billions of dollars worth of 
DOD's 249 primary financial 
leaving the Pentagon seriously 



FUNCTION 150: 

INTERNATIONAL AFFAIRS 


Budget Authority 000,000 IlOO",JOO 

Outlays 000,000 000,000 000,000 

The couple who run the nelghl)()r"",.c:IrY cl<;j'l'lrlJ~ has little time to evaluate 
how the, Federal Government affairs. They probably has never 

the .... ",'" ... Corporation [OPIC] or the 
the United States contributes to the 

Americans, they probably support humanitarian 
people who historically have taken great pride in 

from wars or from national disasters. Likewise. they 
crisis or some aspects of the Persian Gulf war, and 

ing peace in the Middle East is to the United States: 

daily lives. the issues of world diplomacy and foreign investment 
from their immediate and tangible concerns of feeding and clothing 

f'rTl!1f'14" .... these issues are important, because part of the money they earn 
is ashington to finance these activ ities. They deserve to know that they are 
funded;wisely and consistent with their values . 

., 
;I 

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. 
Increa!iingly. functions which used to be performed by governments or private monopolies. 

·1 
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such as power generation. are being provided more effecvely by the private sector. Net 
private capital flows to developing countries that have n economic reforms have 
expanded dramatically: and dramatic advances in i 
transportation technology are strengthening the links. 
countries. and leading to an integrated global economy. 
changes are, one need only look to a quote from the 
Washington Post: . 

More than any government program. more 

international bank, the rapid spread of 

investment across borders by private 

investors-a phenomenon economists 

proving to be an effective weapon against 

the world and. in some places, arguably 

measure ever known. 


The President and the Congress have Recently .. for 
example, it was announced that the Agency and the United 
States Information Agency Department of State. 
Furthermore, the director of the P"'lllh""'11 Development would 
come under the direct some of its functions wou Id 
be consolidated within the ieves that these changes wi II 

that few developing countries 
I decades. The Comm'inee 
has not been accomplished. 

challenged the people to make the 1960' s the 
period when many les:s-Q1e,veloped nations would transition 

envisioned an effort that Id help "launch the economies 
to a stage of self-sustained 

nary outside assistance is not ." In his 1961 Foreign Aid 
is essential that the developing nattons set for themselves sens,ible 

targets be based on balanced programs Jhich use their own resourCf~S to 
the ... 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 
internal reform ... which its own development requires and +hich ~ould increase its capacity 
to absorb extern~1 capita~ productively." In his April~, 1163 message t~ the Congress. he 
stated that foreIgn assIstance should ultimately . achieve a reduction and ultimate 
elimination of U.S. assistance by enabling nations to stknd on their own as rapidly as 
possible. Both this nation and the countries we help have a 'stake in their reaching the point 



6 

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 ASSUM 

DISCRETIONARY 

In this area of the budget. funds are provided to 
including embassies and other diplomatic missions 
aid in less developed countries; international <:Pl"nrrrv 

internati,onal financial institutions; foreign . activities; Export­
Import Bank activities; and refugee and agencies in this 
function include the Department of • the Agency for 
International Development, the v"" .._ • and the Export-Import 
Bank. 

for discretionary programs will be 
next 5 years. Likewise. outlays are 

the next 5 years. 

assistance and the Camp David Peace 

eO\'I~pne:a concerning mandatory programs. 



FUNCTION 250: 
GENERAL SCIENCE, SPACE, AND 

Budgel Aumonl)' 000.000 000.000 


Outlays 000.000 000.000 000,000 


The New York City taxi d
both light and shatterproof 
,ago. These lenses are a 
this kind ic for 

river 
- a 

buy plastic lenses that are 
as recently as 20 yc!ars 

nrn<n''"nt. which had to devt~lop 

mu 
the 

Americans have as a result of scientific and 
efficient. and Jreative of these research eff-orts 

institutions of Amierica' s private sector - from 
of better running ~hoes - precisely because they 

It's an old (but sadly accurate) satire that the government 
because the product woJld not survive the government' s 

army of bureaucrats -- ~nd besides it would not pass 
UCla,atu)nal Safety and Health Admini~tration. 

can advance these efforts ~ but .only by recognizi~g its 
the most effiCIent use of taxpayers dollars. ThIs government role IS one 

in function 250. , I 
For the technological revolution to continue. a strong fundamental science base is needed. 
Therefore, basic research should be re-emphasized. Much ipplied research can and should 
be market-driven and conducted by the private sector. Ne+rtheless. in certain areas. such 
as fundamental scientific research and collective risk endearors. the government does play 
an important role. Space exploration is one example. and agencies such as the National 
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Aeronautics and Space Administration have been able to make significant strides with 
public funds. Yet even in space, the private sector should playa greater role as risk becomes 
better urlderstood and more controllable. Finding ways to involve industries in space 
activities should be a major priority. 

Funds in;this function are provided for space night and research, ge 
research' not specifically covered by other functional areas. The 
are the p,rimary source of funding for the physical 
for the National Science Foundation [NSF], the hi 
programs of the Department of Energy [DOE]. 
Administration [NASA] - except for its air ,.,.".,,,"''"''"' 
F!Jnctio~400 - are within this category: 

The budget'resolution assumes that~UJi,'i;a ....Il'nn"rv programs will be 
$ .' billion in 1998 and years. Likewise, outlays are 
estimated to be $--­ the next 5 years. 

mandatory programs. 



FUNCTION 270: 
ENERGY 

Budge! Aumon!), 000,000 


Outlays 000.000 000,000 


In 1974, American drivers wa to buy gasoline, because 
fuel was in short supply. A Wa~leQ President Carter on television. 
wearing a cardigan sweater. . ir iennostats to conserve heatms 
oil. 

ofnatural energy resources. They leel to 
I 

to address the "crisis." But in fact, the shortal~es 
, controls and re~ulations. Federal oil and piice 

iterallya Federal offen1se - to move gasoline around 
tight. [n other words. the Department of Energy. a 

to "fix" a government-genbrated problem. Gasoline lines 
~r1ff<p dismantled in 1981. 

in short supply because price controls discouraged production 
1980's. Price controls encourage \consumption and discourage 

shortages also disappeared as price controls were phased out. (INSE~~T 
S ABOUT THE PRICE OF GASOLINE TODAY AS COMPARED 
WITH 1980?\ 

These are examples of how misguided government strategies impair the Nation's ability to 
provide for its energy needs. It is one of the major considerations that should apply 
throughout function 250. which contains all Federal energy ~nd energy-related programs. 
including energy supply; energy conservation: emergency en~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 
Department of Agriculture. the power programs of the Tennessee Valley Authority [TV A l. 
and the Nuclear RegulatoryCommission [NRC]. 

, MAJOR POLICY I 

DISCRETIONAR Y S 

The budget resolution assumes that budget 
, billion in 1998 and total $ 

----~ -----­
estimateci to be $ in 1998 and $___ 

" 

In the ag'gregate, this level of spending supports 
budget agreement. To support these levels 
in, other,'programs in the President's 
be the responsibility of the House and 

that the Department of Energy [DOE] 
'in the Strategic Petroleum Reserve. 



FUNCTION 300: 
NATURAL RESOURCES AND' 

Budget Authority 000.000 


Outlays 000.000 


When a family of four travels to 
breathe clean air and swim in c 

agencies in this. 
Agriculture; the 

ncy; and the N 
the Department of Com 

MAJOR POLICY ISSUES 

DISCRETIONARY SPENDING 

The budget resolution assumes that budget authority for 
$ billion in 1998 and total $ over the n ..­

000.000 ()OO,ooo 

function is designed to develop. 
public health by ensuring 

conservation and land 
abatement, and other natural 

ion include the Department of 
y Corps of Engineers: the 
Oceanic and Atmospheric 

retionary programs will be 
5 years. Likewise. outlays are 

estimated to be $, .. ' in 1998 and over the next 5 years. 



No changes are envisioned concerning mandatory 
" 

I, 

12 

In 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. 



FUNCTION 350: 

AGRICULTURE 


Bud~et Authonty 000.000 000,000 


OUllays 000,000 000,000 000,(00 


For more than 60 years, Wash 
enonnous system of ..~......,""". 

chosen will accomplish 
n"'Tl~,"... n the 21 st century. 

rn,~n"'are intended to insure a plenti . high quality supply of food 
stabilize fann income. PrOlzrams i~ this function include direct 

to food and tiber producers. ex~rt assistance, market infonnation and 
and agricultural research. 



---
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\1.A.JOR POLICY ISSUES 

DISCRETIONAR YSPENDING 

The budget resolution assumes that budget authority for discretionary 
$_~'__,billion in 1998 and total $ over the next 5 
estimated to be $ in 1998 and $ 

MANDATORY 

No changes are envisioned concerning mandatory 



FUNCTION 370: 
COMMERCE AND HOUSIN 

) 

Budgel Authority 000,000 000,000 

Outlays 000,000 000,000 ()()(I,OOO 

Function 370 includes certain such as subsidies for single 
and multifamiliy housing in provided by the Federal 
Housing Administration; net ' ..rv...•..· discretionary funding for 

science and technology. the' 
for deposit insurance activities 

, Ilion in budget [BA1and __ bi II ion 
____ billion in BA and billion in 

MAJOR POLICY ISSUES 

MANDATORY SPENDING 

The ght Office, part of the Library of Congress, is responsible for registering and 
recording copyright claims. assignments. and renewals, forlsupplying coyright infonnation 
to the pubic. for collecting and accounting for copyright fees, and for publishing complete 

. I 
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 



·~. 

16 
i 

operate ('he 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 appropnations. 

DISCRETIONARY SPENOING 

For discretionary spending, the budget resolution 
authority [BA] and billion in outlays in fiscal 

. in BA ari'd billion in outlays over 5 years. 



FUNCTION 400: 

TRANSPORT A TI 


Budget Authority 000.000 000.000 

Outlays OOQ.OOQ 000.000 000.1)00 

This function includes federal funding for 
Coast Guard programs. 

've development of innovative 
settlement and development. 

our 's economy, the level of 
Althougn historically most trarisportation 

I 
level. Federal, state,llocal and private resources have 
lishment and main'tenance of our transportation 

has traditiohallY ensured the creation or 
of a national nattire: such as the transcontinental 

"' ... " .........+:...... and the interstate ~ighway system. To facilitat€! the 
national highways, the budg~t resolution assumes that th~! tax 

Trust Fund will be spe'nt for those purposes. 

. . I h . . I'·If hro e was mstrumenta to t I e creatton 0 t e nattOna mterstate svstem, 
""''''VIII'" ~ obstacle to improved transpo1rtation services. As much as 25 

I 

revenue dedicated to the Highway Trust Fund is spent on maintaining the 
y, and complying with burdensome fe~eral mandates and regulations. 

federal highway spending is misdirected tow~rd programs with limited or no 
to transportation, such as bicycle. pedestriah and horse paths, landscaping, 

tourism brochures. and commercial development, includihg the subsidizing of a saloon. 

[n aviation. the federal role of ensuring the safety of thl skies has expanded to include 
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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 fed~~al funding is only a fraction of most airport budgets. I~deed, the the 
Federal Aviation Administration' s Airport Improvement Program. co 
restrictions on other sources of potential revenue, prevents 
development needs. [n 1970, because of the inability 
which were mandated by federal law to maintain :J . 

private automobile and modem jet transportation, the 
undertaken as a 2-year, federally-assisted 
experiment has delivered a near bankrupt corporat 
infrastructure and desperate for federal aid every 
billion in federal assistance, Amtrak has cumulativel 
in net losses during fiscal year 1996 alone). a level 
year as trains were losing under private "w'n"",c: 

The GAO testified in March 1997 that .. 
its financial perfonnance (as measured the last two years." 
Furthennore, " ...it is likely Amtrak ial support--both 
operating and capital •• wellinto corporation, Amtrak 
finds it difficult to conduct izational changes that a 
private company could and and profitable service, 
such as ":1odernizing capital Ie routes. Amtrak's statutory 

on passen of private competitors, which 
Amtrak's federal aid has brought strings 

necessitated more federal aid. and has 
government - and needs now far exceed federal 

The expansion of federal involvement in 
and it cannot and should not' be reversed 

's priority for Function 400 is to introduce ideas that would harness 
\\1....,..,1'\1,..., state legislatures and local governments. the entrepreneurial ism 
, and the strength of the financial markets to enhance the nation' s 

network. 

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

STL'DY OF PRlVATIlING THE OPERATlONS OF THE 

The Problem. The Air Traffic Control system is obso 

GAO report, "since the early 1980s, FAA's modem 

schedule delays and substantial cost overruns." But 

solve these problems, the risk of cost overruns and 

modernization program. The FAA has also been 

antiquated technology and mismanagement are at 

airport congestion and delays that cost travelers, i 

billion annually. In the next few years, as many as 

congestion affecting 80 percent of air travelers. C 

the nation's air travel needs of the next century. 


Proposed Solutionfor-Further Study. One 
the air traffic control system to a private 
setting safety standards, certification, operations would 
remove the bureaucratic lI1'rrpC::<1unelrt\ enable the corporation 
to raise private capital for conflict of interest 

. resulting from the same and monitoring its sufety. 
A privately managed air also provide incentives for 
experienced air traffic ble and fair pay scale. Finally. 

i"'{\'TII'Irl>tll{\n couId se, l'eSponsive to its users and using 

TIZING THE OPERAnONS OF THE 
A Y DEVELOPMENT!CORPORAnON . 

Seaway was opered in 1959 and operated by two 
U.S. St. Lawrence Seaway Development Corpor,ation 

I . 

Authority. The Canadian system of 13 canals is funded 
I 

Is, whereas the two canals of the U.S. system are funde~d by 
Harbor Maintenance Fee. How~ver. the Harbor Maintenanc(: Fee 

• .,..' .... 'Vll.. ' by federal courts. and may lalso be challenged by the World 
Thus, a new financing scheme needJ to be identified. 

for Further Study. The Canadian ~oJrnment has proposed legislation 
Id establish a bi-national not-for-profit corporation to take over operation of the . I . 

. The corporation would be composed of Seawa~ 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 Coasi Guard. 



FUNCTION 450: 
'. COMMUNITY AND REGIONAL DEVEL 

2002 

Budgel Authonry 000.000 000,000 

000.000 000,000 

Two key;tssues related to this the committees ofjurisdiction. 
The first 'involves the lunlK:>I.4.l11 n to lift Native Americans out of 
poverty: that results from the fragmented 

urges that both be examined. 

federal funding for economic and community 
It includes programs such as Community 

Valley Authority, the Appalachian Regional 
propnr'v Management Agency. 

MAJOR POLICY ISSUES 

DISCRETIONARY SPENDlNG 

resolution assumes billion in discretionary budget authority (BA 1and 
__---.,._ billion in outlays in fiscal year 1998. Over 5 years, it assumes in SA and 
__---"-' in outlays. 
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~ATIVE AMERJCANS 

On July II. 1994, Investor's Business Daily carried an'art' Ie titled: "Govt.'s Destructive 
Benevolence," The article stated that "economists who:s 
the most important cause of Indian poverty is a century 
reservations' economic development from Washington wi 
or tribal history and customs • • • ." I,n previous year~, 
Committee on Resources, which noted: 

The enormity of the social, political, 

confront today's collective Native Am 

number of confusing and antiquated F 

[Bureau ofIndian Affairs] in performing its 


The Resources Committee endorsed efforts to: 

• • • shift Federal funds directly 

Program (Public Law 103.-41 

Education Assistance Act ( 


The Resources Committee tionon the part of many 
Native Americans with the by the Indian Health Service 
[IHS]." 

Committee to revisit proposals.. to 
for Nativ~ Americans. It encourages the 

grantsTht:: butfget resolution assumes thatthe 
would provide blbck grants, rather than engaging 

or the direct superYisi6n of tribal activities. It would 
I 

in the block grant To address the recurrent health c:are 
Americans, the budget resoluti'on assumes an extension of the 

to include the Indian Health Sel-vice [IHS] in fiscal year 2000. 
SStlm(~S that the other major prograrrls for Native Americans wi I ~ be 
block grant when those programs h~ve achieved self-determination 

Self-Determination Act of 1975. th!!t tHey may directly receive funds.) 

PROGRA.M FRAGMENTATION 

In 1995. the General Accounting Office [GAO] reportld that a[a]ppropriate program 
consolidation pursuing a broad strategy for economic dev~lopment in rural areas provides . , I 
one alternative to the current system of multiple. narrowly focused programs, Program 



;1 
, 

consolidation would provide the opportunity to eliminate overlapping or duplicative 
activitie:s, thereby facilitating improvements in the effectiveness and efficiency of overall 
federal assistance to rural areas." More recently. GAO stated: "[W]e identified 8 agencies 
that are lldministering 17 different programs assisting rural areas in constructing, expanding, 
or repairing water and wastewater facilities. These overlapping programs often rural 
constru~~ion projects because of difference in the federal agencies' ti&u;LQ.""~ 
Ibans. Also, the programs experienced increased project costs 
had to participate in several essentially similar 
differing requirements and processes. We found that, 
of programs available, many rural are~ needed 
admini4er federal grants and loans." ' 



FUNCTION 500· 

EDUCATION, TRAINING, E 


AND SOCIAL SER 


2001 2002 

Budget Authority 000.000 0(10.000 

Outlays 000.000 000,000 

Two teachers in Bradenton. and Janet Scarboro - were 
concerned about declining ·.,.,.~nt!!lrV school. They developc~d an 

Hour." Ms. Corbett and Ms. 
"v~nU~;<L3l High School bused to Oneco 

schooler was assigned to tutor 
""n,...,.,.in has been a success for both the 

VULIIU"'<O' children have had instant role 
""~'''IO''''I'v·. the high school students 

increasing their involvement 
career. The successful "Power 

along Florida's Gulf Coast. 

of the difference a committed of teachers and volunteers can 
academic achievement. To the extent the Federal Government plays 
it should seek to enhance and rein such local efforts. 

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

I' 
This budget resolution sustains Federal support for education and ing to help 
meet the education priorities of Congress and the Pres' t. It :..-__ billion 
in budget authority [BA] and billion in out 
billion in SA and in outlays over 5 years. F 
and secondary education, college student loans 
the disabled. and Head Start. 

But the Budget Committee also urges the Congress 
Department of Education's counsel; as indicated 
priorities: Policymakers should keep in mind that 
people especially parents - is 

the student loan program. The budget 
in student loans by reducing excess 

loan program and reducing administrative costs 
the savings will come equally from the direct and 

ill not be impacted by these changes. The same 
students at no additional cost to the students or their .• " 

loans will grow from $27 billion in 1997 to $36 billion in • 
will increase from 7,463 to 8,605 

• .mnm:lOrls are'as follows: 

458 (Direct Loan Adminislrarive Account). The plan saves $603 
outlays from the administration of the Direct Loan program. The 


. 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. 

Administrative Cost Allowance [ACA] will remain the same. 


..' 	 ,Eliminate S/O DireciLoan Fee. The plan eliminates the SIO-per-Ioan subsidy to 
,schools and alternate originators participating in the direct loan program. 



----
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.. Reclaim Excess Guaranty Agency Reserves. is a modified version of the 
President's proposal to recall excess guaranty 
recall $1 billion and maintain 98 percent 
The administration's proposal would recall 
Government pay 100 percent of all default claims 

College is taking a bigger and bigger share of family' 
attending a private-college absorbed 25 percent of 
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 
more affordable, need to be examined. 

Meanwhile, the budget resolution also assumes tax 
to college. This tax reliefis discussed in the 

For fiscal year \ 998, this ssu'mc:~L+-_ billion in budget authority 
[BA] and ___ billion in BA and 

bi ing levels will be sufficient to 
Among these priorities are 

Congress and the adm,inistration to pursue reform.s in 
General Accounting Office has identified a bureaucratic 

l_ndll'nr'....ar·~l'TIs with funding of ab6ut $20 billion a year. Because 
pro~".s are often targeted toward very slpecific populations, States have 

tailor job training programs to their particular needs. Congress and 
Id explore consolidating these ovJrlapping training programs into 

States. 

These block grants would give States much greater flexibility to target their greatest training 
needs, whether it is helping welfare recipients look fori jobs or teaching new skills to 
displaced factory workers or tutoring high school dropouts working. on their General 
Educational Developments [GEDJ credentials . 

. \Ithough a House and Senate agreement to consolidate job training programs died in (he 
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las<Congress, the Committee on Education and the Workforce recently approved a new 
bilL the ,Employment, Training and Literacy Enhancement ACt of 1997. This bill wiH 
consolidate more than 60 existing employment, training and literacy programs into three 
block gr~nts to the States. States and localities, not the Department of Labor. will have 
maximum authority to design and operate employment training programs Budget 
Committee supports the efforts of the Committee on Education to 
Federal j6b training programs . 

• 1 



FUNCTION 550: 

HEALTH 


2001 2002 

Budge! Authonry 000.000 000.000 

Outlays 000,000 '!iJO,OOO 

Today, in most States, parents worty about what they wi II 
do if any of their kids get paid? Even those who have 
Medicaid coverage for their rise only a modest amount 
they will loose their 

Legi~latures have expanded eligibility 
I 

Medicaid tlexibility is now available only through 
. waivers. 'Th~.benefits of Medicaidtlexlbility 
more parents toJhave the piece of mind cun'ently 

Iy a few of the Nation's States - and to get the most 

c. . . sl tl 'b'l' ' k M I' 'd'1o;;\JlI\.a.u relorm: mcreasmg tate eXI I Ity to rna e e( Ical 
needs, including coverage ofth~ uninsured: and providing States 

to improve the efficiency of Medicaid health care delivery, thereby 

Committee's Medicaid reform plan, Feoeral Medicaid spending (outlays 
authority) would be $105.1 billion in fiscal yelu- 1998, compared with projected 

I 

year 1997 spending of $98.6 billion. Overthe next 5 years Federal Medicaid outlays 
would total $602.4 billion. compared with $438 billidn over the last 5 years. F(~deral 
Medicaid outlays would continue to grow, but at a 7.0 petcent annual rate of growth instead 
of the currently projected 7.8 percent rate. ' 
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Medicaid: is the Nation' s major program to pay for medical and long-term care servi 
low-income people. It generally covers four broad categories of people: poor disabl 
poor elderly people, poor and near poor children and pregnant 
adults in low-income families. Because of the individual en 
Medicaid is an open-ended entitlement. with the Fed 
expenditures at a rate between 50 percent and 83 
income relative to the national average. It is the 
which also reflects funding for other health care serv 
consumer and occupational health and safety. 

The Nation' s 50 Governors are united in seeking 
Government in running their Medicaid programs.!n 
Association issued a policy statement that said in 
defend waiver requests even if other states 
similar ~aivers. Obtaining redundant F 
both the State and Federal level." These 
health care than in inefficient and 

.r 
Governors and State Medicaid given greater flexibility in 
running their Medicaid at lower cost. Their views 
are sUPI>Prted by rlpn,nn'ro:.tTl'Iitic under Medicaid waivers in several 
States. F,or example, of people covered by health 
. " ofany . This was achieved through the use 

cost sharing for those not traditionally 
:""4,IIILJIC IS which has held Medicaid costs down 

both acute care and in providing long-term (nursing 

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

Iy rapid between 1990 and 1993, averaging nearly 23 
in 1996 Federal Medicaid outlays grew by only 3.3 percent. 

I need for Medicaid reform to increase State flexibility to make 
',rvm".v.., to local needs. including coverage of the uninsured; and provide 

necessary to improve the efficiency of Medicaid health care delivery and 
The Medicaid portions ofthe balanced budget plan responds to these needs. 

pl~ also incorporates provisions to expand health coverage for children in vulnerable 
populalions. ' 
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MAJOR POLICY ASSLMPTIONS 

~ANDATORY SPENDING 

Under the Medic,!id refonn assumed in the budget resolut" 
$\05.1 billion in tiscal year 1998 and $602.4 billion 
capita cap on Federal Medicaid spending, which had 
but strenuously opposed by Governors. The plan cal 
savings over 5 years. 

Key components of the Medicaid refonn assumption 

Disproportionate Share Hospital Payments. 
[DSH] payments are additional payment aOJustmems 

relatively large (disproportionate) vol 

fiscal year 1997, estimated 1yU;""....,4, 


vary greatly across the States, 

resident. and others spc::ndmg 

spending. 


share hospital 
tals serving a 

patients. In 
DSH payments 

"'l"~_r""VV per low-income 
and retarget [)~H 

plan incorporates unprecedented increase in state 
's 50 Governo~ are united in seeking greater 

-Government in runnihg their Medicaid programs. In 
Governors' Associatidn issued a policy statement that 

each state must produce and defend waiver requests even 
states have already received appro~al to implement similar 
Obtaining redundant Federal apprbval is an inefficient use 

f resources at both the State and Federal level. 

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

Governorsand State Medicaid directors have testified that if given greater flexibility 
in running their Medicaid programs, they could clover 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 . hest 
percentage of people covered bY'health insurance of any State as a 
fennCare program. This was achieved through the use of 
payment limitations, and cost sharing for those not 
Another example is Arizona., which has held 
of managed care in both acute care and in 
for its residents. 

Under the plan, States would have 

MedicaId. Key elements include the fol 


l 

Increasing flexibility in provider 

Amendment and eliminating 


Increasing flexibility in 

eligibility simpl 


..pt.,..~", discussed above will allow the 
control' id costs without the need to impOse 

capita caps. Costs appear to be under control already 
.3 percent growth in Federal outlay during 1996. 
Medicaid flexibility, as requested by the Governors. 
a proposal unanimously opposed by the Governors. 

Care Initiatives. Under the balanced budget plan. Federal 
for children's health insurance will be increased. One component 

the option to provide 12-months continuous eligibility for children 
for Medicaid and to restore Medicaid coverage for disabled children 

Supplemental Security Income [SSe] because of the new, more strict 
of childhood eligibility. Over the next 5 years, a total of $16 billion will 

. be spent to increase chi Idren' s health insurance coverage. 
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DISCRETIONARY SPE~DlNffi 

[n coastal South Carolina.. Dr. Jack McConnell. seeing thJ unmet need for ade 

care among local residents. has established a free clinic to care for ne 

clinic - called the Volunteers in Medicine Clinic - is I by 

dentists. and other professionals. and had 8,500 pal' in I 

treated with dignity and compassion by people wh 

because they wanted to. During the same period. 

experienced a 35-percent drop in non-paying 

of $600.000. The Volunteers in Medicine ( 


. interested communities. and clinics are currently 
McConnell is developing a manual to guide commun 
clinics. 

Congress should continue to encourage such 

communities. through regulatory relief, 


Meanwhile. the budget resolution 

outlays in fiscal year 1998 for the' 


munizations, well-child ,::are. 
with special needs are some 

1997 appropriation prov ided 
purchases) in funding for 

tive services, immunizations, 
ntal health services programs targeted directily to 
children - in ongomg support for the health of the 

. d"d I .. I . h 1 h of 10 IVI ua s recelvmg servIces at ea t centers. are 
support for health centerS is $802 million for fiscal year 

an estimated $820 million in [Medicaid funding, and State and 
c!iltell'S are located in rural and urban areas and are targeted to poor 

Sixty-six percent of the popul~tion served are at or below the 
I . 

another 20 percent are between 100 and 200 percent of poverty. Forty 
and 2 million currently uninsured cHildren are served through hc~alth 



FUNCTION 570: 


2001 2002 

Budget Authonry 000.000 000.000 

Outlays 000.000 000.000 

i 
" . 

Consider the following 

a broken hip. After an initial 
she needs surgery, but she may not 

Trust Fund has run out of funds 

rn'lIlV\fn,,.,ical case will be a reality facing any of the 

payment system, and benefits structure are fundamentally 
collapse. According to the 1997 Annual Report of the Board 

Insurance Trust Fund, Medicare Part A began spending more 
in 1992, and more than its total income in 1995. The fund recei ves 

income earned in the country. In 1996. the program out spent 
To quote the Trustees: "The short-range financial status of the HI 

UII":lL~':> by the Trustees using intermediate cost projections forecast bankruptcy will occur 
in 200.1. According to high cost projections. the fund will be bankrupt in 2000. At that point. 
the fund will be unable to pay for Medicare hospital services. The fund is projected to lose 
$4.1 billion per month in 200t, cumulating to a $23.4 billion negative balance at the end of 

I 
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the year. The Trustees recommend that "assets be mai ined at a level at least equal to 
annual, expenditures. to serve as an adequate contingenc . reserve in the event of adverse 
economic or other conditions." Medicare has already fai this test of financial 

Medicare Part B Supplementary Medical Insurance. which 
medical services, is funded in part by beneficiary premiu 
revenues. The government's contribution was $61. 7 
$85.4 billion by 2001. Under current law. the 
program costs will increase to over 80 percent by 

It is important to emphasize that Medicare's financial 
first wave of baby boomers hits retirement. This 
function, which includes the Medicare Part A 
Supplementary Medical Insurance [SMI] program, 
disabled beneficiaries. 

ago, it reflected a nationwide 
izen 

I 
health coverage. This bud2et 

~ 

on would increase spending for 
$5 to $6.910Iin 2002. Total program outlays 

in 1997 to $280 billion in 2002. This total spending 
and the current: 1.41 percent annual increase in the 

lays for Medicare benefits will be $1.25 trillion 

.....·nmOl(:p can be kept, Medicare must be reformed. Congress' 
reform of the Medicare progfam. improving health coverage 

steps in preparing the program fbr future beneficiaries. The plan 
to keep their current Medicate coverage while offering new 

ing health care -.:.. many of which ban substantially lower seniors' 
ket health care expenditures. Medicar~ beneficiaries must be allowed 

their health care spending. and be able to/realize the benefit of wise h~:alth 
to private plans must be reformed to allow seniors access to health plans 

rrendy available in many areas. • I 

Medicare regulations should be refonned to allow greater competition for the provision of 
services. to remove distorted incentives under current rriech'anisms. and to improve financial 



34 

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 
that is in danger of failing not only its future beneficiari 
Medicare for meeting their health care needs today. it is 
from a centralized bureaucracy and returning 
suited tojudge their needs - the seniors themse 
this budget aim at more than extending the life of the 
improve, Medicare - to make it better. serve 
effectiv~ health care delivery methods. and th 
structure. This can occur only if i.nnovative and 
enacted.: 

The speCific reforms assumed in this budget 

.. 


.. Extends the solvency ofthe 
a.combination of 
reallocation. 

.. from Part A to 
conti~uing to 

Part B. and phase in 
protect low-income 

for Medicare beneficiaries such as Preferred 
and Provider Sponsored Organizations [PSO's]. 

comparative information about their options. 

Its, including but not limited to coverage for expanded 
diabetes self-management. immunizations. and colorectal 

lude increases in co payments. deductibles. or other out-of-pocket costs. 

DISCRETIONARY SPENDING 

Function 570 discretionary spending is the administrative costs of the Medicare Part A and 
Part B.programs. [rNDICATEDISCRETIONARY AMOUNTS WHEN AVAILABLE.] 
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INCOME SEC 

2001 2002. 

Budget Authority 000.000 1)00.000 

Outlays 000.000 (0).000 

For 12 years, Brenda Brown the Aid to Families with 
Dependent Children program changed its orientation from 
an income maintenance welfare recipients to ~:nter 
the workforce. Brenda and keeping ajob that enabled 

she then landed permanent 
pawnshop's nothing, but [' m 

local newspaper. She said that 
I . 

• her self-esteem. "I feel great 
too," she said. • heard them saying they wanted 

... It's better day than sitting at homl~ all 

is being transformed from 
n.-br<lfi1 to one that emphasizes work personal responsibility. But 

Rn'F'rlj~nl"p her children's lives are bei transformed as well. Grov.iing 
their mother is employed will do than simply improve their 

It is changing how they see themse and how thev think about their 
society. It is teaching them that there is I in ourecon~my for them. and 

I 

ave sO.mething to contribute someday. It is ma~ingit less likely that they will 
teenage pregnancy, drug abuse, or being on welfare themselves once they gww 

up. 

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

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

1 

Last yea'r. Congress passed, and the President signed. h' 
These n~forms are designed to combat poverty and 
work and greater personal responsibility among

I· . , 

Additionally, they seek to eliminate the availability 
, into the:United States by strengthening the 
for the 'economic well-being of persons they 
individuals are capable of supporting themselves or u 

Under the welfare refonn law, funding for including the 
Temporary Assistance for Needy Families grant, child 
support' enforcement, foster care, food ntal Security 
Income,and the Social Services Block oel~!I't ...."tuJ_n fiscal year 

, 1998 and fiscal year 2002. Simi Credit will rise by 
I 7.2 percent during the same 

f'orf·t1pntF't1 reductions in welfare 
welfare rolls. This positive trend 

work. discourage out-of­
obtain self sufficiency as a means of 
were enhanced by enactment of last 

a message to those on welfare that a lifetime of 

POLICY ISSUES 

TORY SPENDrNG- WELFARE 

accommodates several modifications to the historic legislation that 
last year. It restores eligibility for Supplemental Security Income [SSI] 

for those noncitizens who entered the United States prior to May I. 1997. 
will be eligible to receive SSI disability benefits if they are now disabled. 

h ..,..'''.....'',. disabled in the future. 

;, 

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



37 

preserves an important reform which will discourage future immigration based on the dt~sire 
to benefit from America's generous social safety net. 

Prior to enactment of last year's welfare reform law, 
significantly to the growth of entitlement spending, For 
citizens benefits were paid to noncitizens. Noncitizen 
between 1982 and 1994, compared with ail increase 
Welfare benefits to noncitizens cost American 
to reform. Under the budget resolution, public 
have worked in the United States and paid taxes 
of the U.S. military or dependents of veterans, 
naturalized citizens. 

The budget resolution also creates additional e-t,o<lle<l adults 
subject to new work requirements in the Food 
budget plan provides funding for creation slots within the 
Food Stamp Employment and The plan also 
permits governors to offer hardship individuals in their 
states who lose Food Stamp comply with the work 
requirement. 

Although the balanced for obtaining workfare 
and adds an additional work requirement in certain 

year remains intact. Under 
responsibilities must work at 

eligibility for food stamps after they have receivl!i::t 3 
. [fthe individJal becomes employed and then 

eligible for anofher 3 months worth of benl~fits 
ofwork activity. Governors may request a waiver 

live in areas of high lunemployment, where jobs are 
ution maintains the view that able bodied childless adults 

at least part time in communities in which jobs are availa.ble. 

plan also accomodates the president!'s request to provide additional 
long-term welfare recipients make ~ successful transformation into 

I 

The Budget Resolution provides $2'billion over 5 years directly to state 
"n"",pn", to generate job opportunities for wblfare recipients who have been 

for at least 18 consecutive months. The fun'ds dan be used for public sector job
I 

or as wage supplementation for jobs in the private sector and with nonprofit 

organizations. " . 'I' . 
\1.Ai'iDATORY SPEl"DrNG - THE EA~'JED INCOME CREDIT 
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A recent Internal Revenue Service study of the Earned Income Credit confirmed a subtantial 

problemof fraud and overpayment within the program. As much as $5 billion an 
being lost in fraudulent claims and overpayements. with one in four EIC claims 
by the IRS containing errors, The overpayments appear to be div' 
deliberate fraud and honest errors made by taxpayers who 
of the credit. Moreover, the IRS noted, the program is 
fewer enforcement activities to detect fraud within the 

Iy is 
ined 

programs, 

Last year, a number of reforms were enacted to 
within the Earned Income Credit. These included 
error" procedures in processing EIC claims, and 
Identification Numbers [TIN] in claiming the credit. 
as measured by the IRS calls for further efforts to 

The bal;inced budget plan accepts several istration to 
further address the problem ofnvl'!mltvm, Among these 
recomrTiendations are requiring filingEIC c1ai,ns 
and incteased penalties for failing to police the credit will 
be made available, and a will examine alternative 
methods for providing the fraud will be increased. and a 
greater:burden of proof will ing the credit who have had their 
c1aimsdenied. T...",·t'h.~.. to generate $124 million insavings 

the magnitude of the problem suggests that more must 
nr-rv,.,,,',,.. fraud and overpayments is to be completely 

outstanding issues concerning levels of unearned 
modified Adjusted Gross Income which should be 
time, the balanced budget plan continues the effort 

form legislation to improve fraud detection and eliminate, 
Earned Income Credit. 

TORY SPENDING - THE FEDERAL RETIREMENT SYSTEM 

several decades working for the Social Security Administration. During 
as a Federal employee, she helped to implement the Supplemental Security 

e 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 aldental practice, and now al: age 
-+1, he works hard to support his wife and daughter while facing a heavy Federal . 
As a self-employed individual, he must rely on Social Security and 

I 
gs and 

investments to provide a secure retirement income for h' must be 
made on top of what he must save for his daughter penses. 

Bill's cousin is a Federal employee working in 
Federal Government in 1984, and is a participant 
System. Now in mid career, he participates in the 
an important share of his future retirement income. 
annuity and Social Security benefits when he retires. 

All three of these peOple are linked by more than 
support the Federalretirement system. Bill fit from the 
system. but it provides a retirement income fortably, and 
to enjoy the occasional foreign trip and dine in a nice 
restaurant. Leah Heczko not only rei' living expenses .. but 
as well she receives health Health Benefits Plan 
[FEHB]. Her nephew in income taxes and the 
employee contribution to 
retirement. 

nl'lnrBII footing of the Federal 
. burden or non-participants in these plans 

Although policymaker's have protected the interests of 
contractual obligatidn on the part of the government 

retirees. What the ~overnment has given to Federal 
if the Federal tax b~rden on the rest of the nation' s 

I 

a major change in public attitudes. To better protect the 

and her nephew have worke~ hard to earn, changes must be 

of costs that the federal retirement system currently places 


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

factor toward spiraling entitlemerit spending in the federal bud.get. 


that the number of persons who will fillicareer civil service positions is 

remain relatively constant or to decline slightlYI in the foreseeable future. Thus. 

the Federal retirement programs on a sound financial footing must be a priority 


to ensure secure retirement benefits for current and funlre plan participants while also 

limiting the potential for an overwhelming tax burden on lfuture 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 
(then the prevailing retirement plan for civilian Federal workers) took in cash' 
$758 million from plan participants and paid out $893 million in 
resulting: in a shortfall of$135 million which was provo by 
Treasury. [n 1997, the federal civilian retirement 
Federal Employees Retirement System) will take in 
making benefit payments of $41.3 billion, resulting 
must be made up from the U.S. Treasury. Forty 
taxpayers must provide to maintain the system' s 
billion. Clearly, this trend is unsustainable. and 
benefits,promised to future plan participants. 

The ba1i:mced budget plan assumes enactment of increase in the 
federal agency contribution to the Civil Trust Flmd 
(CSRDF) for their CSRS employees; included in this 
contribution increase. The plan also percc-.a~te point increase in 
the employee contribution to the FERS employees, 
including postal employees. The and would reach the full 
.5 amount in 2001., Agency 

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

-HOUSING 

",....",p'n:: receive subsidies for their units which are far 
parable buildings. This proposal, an extension of 
end of fiscal year 1997. would slow the growth of 

rents are currently above 120 percent of the fair market 
in subsidies for those apartments where there has been 

has been supported by the administration in the past and 
Dog Budget. 

more flexibility to work with homeowners who are in default on their 
the FHA mortgage insurance fund can be avoided. This is a proposal 

by the Democrats on the Banking Committee and is supported by the 
. It is in current law and should be extended permanently through authorizing 

ion 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. 
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DISCRETIONARY SPENDING-

The budget resolution assumes that total function 600 
level over the next 5 years. 

The American Dream starts with a safe decent place 
their dream. they move up the housing ladder ­
rental, to rent/purchase. and finally to home nw'nPlr<l 

own their home with fully 90 percent aspiring to 
difference. Federal housing policy should insure that 
home be able to do So and those that wish to rent 

The private sector is the best mechanism for 
Nation's citizens. Governments. however roles in housing 
because decent and safe housing nrrlVl,'" soc:laj_ld political ben<:fits 
that stabilize neighborhoods and of society. Thus, 
Federal, State, and local on1J'f>m,mf>nt resources only when 
necessary. remove to building, selling and 
financing housing, and sector to ensure an adeqlJate 
supply of affordable "IW'n..r~hl·tn rate the United States. 

!. .UStng Untts ­ 'h' d . ha t Ir are to t e 
are in areas. Who needs affordable 

and individuals. Sixty percent of low income households 
• either HiSpaniCj' or African-American. Elderly 

lode over ,the next few years as the baby boomers 
continue to be housing poor. 

I 
and chief executive. Local,lnitiatives Support Corporation 
ourselves and finish the job of making affordable housing 
Special focus should be on the poor. elderly. disabled. 

wishing to own their own home. ' ' 

plays an active role in housing Americans. The Federal 
about $35 billion on housing initiatives!which serve just under one-third 

need. The cost per family of 4 is about $900 per month. [n most of America, 
a month is enough to buy a nice home with hundreds of dollars left over. Democrats. 

Republicans, conservatives. and liberals agree "that much of the Federal housing 'cash fiow' 
is being wasted." Milliard Fuller. the president and foundJr of Habitat for Humanity, iays 
that it is "ridiculous. shameful, and disgraceful" that govdmment 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 pport 
community efforts to assist low income individuals and families to move up 
ladder and provide at least 80 percent of Americans the opportunity 
American Dream of home ownership. Commun 
support along with assistance from states and the 
bankerslbrokers, builders, developers, rental housing 
as Habitat for Humanity and public housing authorit 
together.. 

The Federal Governments spends its $35 billion 
housing programs. Federal housing programs have 
neighborhoods. Federal programs are too numerous, 
They rarely recognize the import offamily, comm 
governments. 

The Federal housing "cash flow" is a 
highly leveraged community based 
Community-based organizations 
private contributions. loans. 
by 2,3,4, 5. or even 6 

don't own one. A family living in 
a time by making mortgage payments 

Americans' net worth is in their homes. 
mechanism for old age. In addition, home equity may 

pay emergency health bills. 

responsibility to state and local governments as 
for profit housing corporations. The NIMBY anitude 
overcome. In many communities, teachers. police. 

work to support the community cannot afford to live there. 
mercy ofexisting 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 

could increase dramatically affordable housing units. World class 
VI"!''''''..... - Bechtel. Brown and Root - as well as local and regional 

manufacturers must work with local communities to build millions of housing 
pver the next 15 years, an average of I million additional affordable units per year 

should ,be built. 

Federa~.. housing dollars must be used bener. Targeted Federal dollars can help communities 
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to dramatically increase affordable rental housing and h e ownership. 

Housing policy is aimed at (a) making sure that every Arnpr'l'Oln 
(b) has "decent" housing. Further. it is desired that a hi 
households own their own homes. 

Housing objectives at all levels should include the fol 	
., 

• 	 .Preservation: Effective policies to help 
cost, decent housing already existing. 

• 	 Production: Creative. cost-effective. and 
supply of quality housing for low-income 
people. 

• 	 Participation: Encourage the empowerment 
of the homeless, tenants, nE'lahlv Welleed 
to build on the American and neighborhood 
participation. 

• 

combat discrim' in housing against racial and 
those with handicap conditions. and families with 

' .. 	 fi . . h Ith . hbetter prOVIsion or Justice t an e opportumty to own a ome. 
often dependent on the economic condition of individuals and 
are by far the major family ass~t - 44 percent of the ayerage 

worth is their home. Home ownership i~ the foundation of the American 
and a prime condition for justice. i 

DlSCRETIONA" V SPENDING .<551STED Houl (NG CONTRACTS 

The present Section 8 Housing program will require larg1e increases in resources just to 
i 
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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 aim 
million apartments for 1998 alone. By doing so, the Federal Government will 

I 

continue to provide assistance to those tenants who presently receive' 
problem over time worsens, and long tenn structural 
resolution assumes the maintenance of the Section 8 
level. Though this will entail an increase in resou 
increase'in subsidized apartments, Except for ten 
displaced by the demolition ofa dilapidated building 
or certificates are assumed. The budget resolution 
the House Banking Committee allowing rents on 
levels by reducing mortgages on many of these nIT"..C·'" 

insured mortgages reducing the rents associated 
restructuring is essential to avert widespread ittee recognizes 
the need to address concerns related to the any of these 
mortgages. When reducing the mortgage face large tax 
liabilities. Also, there may be a need Upl:~e-()(le related to these 
particular projects. The resolution 
work together to produce the 



FUNCTION 650: I 

SOCIAL SECURITY 


I 

1 

FUNCTION 650: SOCIAL SECU1RITY 
(in mIllions 01 dollars) 

I 
1997 est 1998 1~9 2000 2001 

I 
Budge! Authority 000.000 000.000 000.000 000.000 000.000 000.000 


Outlays 000.000 000.000 ooo.qoo 000.000 000.000 'lOO.ooo
--------+--1I -­
The budget resolution assumes no changes in the Social Security program. 

. .' j. 



Budget Aulhority 

Outlays 

FUNCTION 650: 
SOCIAL SEC 

The budget resolution assumes no c 

2002 

000.000 

000.000 



VETERANS' BENEFITS 

Budget AumanI)' 000.000 

Outlays 000.000 1)<)0.000 

A veteran with a spinal cord . the United States country 
knows that the best chance V A facilities for research 
into. and treatment of. sp' is Congress and administration 
should be to assure V A research and treatment that 

are key issues in this budget 
's VA plan, F VA total outlays would· be $ 

pared with .proj~ted fiscal year 1997 spending of 
authority levels are $ __billion and $39.125 billion 

years, Federal VA outlays ~ould total $ billion and 
",___ . Federal Medicaid outlays would continue to grow. 

outlays.will increase frdm $21.3 billion in fiscal vear~1997
I . • 

year 2002 under the Budget Committee's plan. 

of Veterans Affairs [VA j, vetjrans who meet various elig;bility 
ranging from medical care. to compensation, pensions, education. 

and burial benefits. There are about 25.9 million veterans and about 44 
of their families. The Congressional Budget Office estimates that total V A 

s for fiscal year 1997 will be $39.445 billion; -rnis includes discretionary (hlrgely 
medical care) spending of $19.346 billio~; entitlemerit and other mandatory spending 
(com pensation. pension. education. etc) 0 f $21 .346 b: l1iol' and receipts (-) of$1.247 billion. 
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The V Aadministers a vast health care system for veterans who meet certain eligibility 
criteria. Care is provided largely in facilities owned and operated by the VA. In 1996. the 
V A-operated facilities included 173 medical centers, 130 nursing 'home care 
outpatie'nt clinics, and 39 domiciliaries. In recent years, about 2.8 mill' 
V A he~lth care system, representing just over 10 percent the 

The V t\ pays monthly cash benefits to veterans who 
The basic amounts of compensation paid are 
(multip'les of 10 percentage points) assigned to the 
million veterans will receive disability compensation 
$16.4 billion. The V A pays monthly cash pension 
or their.survivors. These pension obligations will 

.: 
·1.. 

The House Budget recommends ing from $2 1.3 in fiscal 
year 1997 to $25.0 billion . .icre,ase will meet the Natio'n's 
obligati,on to ensure that 
enrich their lives. in 

.. to The Nearest Whole Dollar .. 

of Current Law Thai Sunset in 1998. Permanently 
of current law that will otherwise expire in 1998: 

health insurers of veterans for non-service-related 
for pension eligibility; the pension limit for persons 

home; and the 0.75-percent loan fee for housing loans and 
igher no-bid rate in housing programs. 

The resolution also assumes lifting the prohibition on home loan 
and extending real estate mortgage investment conduits. 

DISCRETIONARY SPENDING 

resolution assumes 1998discretioriary outlay levels $ billion. This 
sent a $ million increase over the administration's requested 

appropri;ltion for V A medical care. 



ADMINISTRATION OF 


2002 

Budgel Authority 000.000 000.000 

Outlays 000.000 ·)()().ooo 

[n San Francisco, a family turns 
following: 

I. . 
.. Lake Tahoe was fatally shot four 
teena~ers, I5 and 16 years old. were 

I 
I 

The witnesses say the five juveniles charged with 
death when the young victim refused to giv~: the 

Healtti-~d Human Services reported today that the number 
using illegal drugs has almost doubled in past 2 years. 

!;:'IJ""'\,;1411Y violent crime. r~mains one If the most insidious conditions 
society; and one of the most importaht functions of government is to 

and security for American families l. 

Iv the role of State and local law enforcemlnt agencies and is best handled 
I agencie;. The Federal Government's involvement should 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 
assistan~e Washington can provide comes from 
activities such as appointing judges whose '-VIIIII'''~~''U 
victims Of crime. The federal government must alsO 
from the scourge of illegal drugs by preventing and 

To implement the F~deral Government's role in 
assumes funding for Federal law enforcement activ 
by the Federal Bureau of Investigation [FBI] and 
[DEA], border enforcement and the control of il Service 
and Immigration and Naturalization for prison 
construction, drug treatment, crime 1udiciary. . 

For discretionary programs. the billion in budget 
authority and $21.044 billion in year 1998 and $114.8 to 
billion in budget authority and This amount assumes a 
budget authority freeze at for the restOration of 
Imm igration Emergency 

promotes industrial and technological progress in ' 
intellectual property rights. The PTO accomplishes 
. patent, trademarks, and information dissemination. 

Huclaet Reconciliation Act of 1990 enabled the PTO to fully 
user fees until end of fiscal year t998. The budget resolution 

of the fee. ' 



Budget Authonry 000.000 

" Outlays 000,000 

The'people who pay taxes to 
is run as efficiently as 
consists of the activities of 
U.S. Treasury fiscal 

2001 2002 

000.000 

000.000 

know that the govemment 
subject for function 800, which 

've Office of the Pres;ident, 
PV4"nl"p Service), personm:1 and 

to states, localities, and U.S. 

DISCRETIONARY SPENOlG 

___ billion in bUdgel authority [SA} and ___ billion 
8. Over 5 Years. it assumes I billion in SA and 

.1IlUT':Inrc:: attention is :efonn of the GenL, Services Adm inistratio~GSAI. 
I . 

established by the Federal Property and ~dministra[ive Services Act (If 1949 
for the Government an economical and effici~nt system for the procurement and 

of personal property and non·personal services. Jtili~tion of available property and 
disposal ofsurplus property. Since 1949, GSA has growft to encompass areas not envisioned 

I . 

in 1949, The Hoover Comm ission, which recommended the creation of GSA, held that [he 
economies of scale that could be achieved by having a bentralized purchaser of goods and 
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services for the entire Federal Government would save money rather than having each 
individuar agency contract for services. The results have been mixed. For too GSA 
provided costly services to captive customers at monopolistic prices. often higher 
available to an ordinary citizen. Agencies had no alternative. As a GS 
derived not from its quality, but from its monopoly status. 

'. 
",' 



Budge! Authority 000,000 

Outlay. 000,000 i)({),OOO 

Net interest is the interest paid on the interest inc;ome 
received. The interest on the pub!' cost to the Treasury of 
financing the public debt of Federal Government itself 
holds some one quarter of such as Social Securitv and 
Federal retirement funds, I both pays and receives in;erest. 
Also, the OC"JPI'1r1rn.pnt I'd'various cre It programs. A 

then nets out interest received 

\v..'I'1rI ......,r'lt - and taxpayers - pay for yesterday's 
not buy anyiliing; it is money not available for 

of the burden imdosed on future generations from 
Iy, the cost of inter~st in the budget exceeds the: cost 

over 1998 to 2002 is expe~ted to total some $ trillion. 
current budget window, th~ national debt is expected to rise 

demographic trends and the retirement of the baby boomers. 
the standard of living, 

. ittee plan for balancing the budget reduces the deficit over five years 
the growth rate of net interest from an ot~erwise percent to ___ 

recommended net interest payments rises fr~m an estimated $ billion in 
by 2002, Thi~ is much lo~er than the cutrent policy baseline which \~ould 

otherwise rises to $ __ billion or by percent dver the same period. 

Balancing the budget reduces the deficit directly. lowerin~ interest costs, because borrowing 
. . 
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to financ¢ 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. 
billion in the Committee plan from what would otherwise be needed further 
amount needed to be borrowed. . 

f $x.x 
the 

Function 900 is a mandatory payment. with no discret" 



200' 2002 

Budget Aumoriry 000.000 000,000 

Oullay~ 000.000 000,000 

Function 920 displays the __w.,.,___ II1PUOl1S that cannot be 
easily distributed across other 



FUNCTION 950: 
UNDISTRIBUTED OFFSETTING RE 

Budget A4t1!oriry 000.000 000.000 

Outlays " 000.000 000.000 

This function, records offsetting ""C'Pln'tc in other budget 
functions. Such receipts are either one federal agency to 
another. such as agency payments to or proprietary (a payment 
from the public for some type of government). The main types 
of receipts recorded as the payments federal agencies 
make t9 retirement trust _",mp'nrc made by companies for the 
right to, and Continental Shelf, and payments by 
those for lic property or resources. such as the 

in additional receipts through actions involving 
four auction proposals and the adoption of a 

against those broadcasters who received "free" spectrum 
are using the spectrum for other purposes. 

MAJOR POLICY ASSUMPTIONS 

Reconciliation Act [OBRA] of 1993 granted the Federal 
Commission [FCC] limited authority to auction new licenses to use (he 

radio spectrum. The authority, however, was limited to a S-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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. I. 
"far exceed the predictions ofCBO and virtuallv all other forecasters at the time the law was 
passed." In factCBO estimates that FCC au~tions will hroduce 527.0 billion in receipts 
from the license sales authorized by OBRA-93. That amoutu includes 58.0 billion in receipts 

col tecte~ between 1994 and 1996 and an estimate. d $19'10. billion to be collected in 1997 
through ..002. . 

This proposal assumes the extension of the FCC's auction 
include any license sought by a private business. except 
the FCC to reallocate 100 megahertz of spectrum 
megahertz now used by the government. 

It assumes the President's proposals to auction 36 
allocated to teleVision channels 60-69 and award 
telephone numbers through an auction. 

It assumes that $5.4 billion will be raised cUfTently 
allocated to analog broadcastiQg. 

Finally, it assumes that a penalty entities who rec1eiyed 
"free" spectrum for digital telev' using the spectrum for other 
purposes. 



REVENUES 


, 
'I 

The resolution assumes $85 billion in net tax relief. which can accoml&l()oare 
credit. death tax relief, capital gains tax relief. expanded Individual 
and reli~f for families who send their children to college 



ECONOMIC ASSUMPT 
I 

Economic Assumptions of the 

The Committee's budget res6lution is built 
by the Congressional Budget Office (CBO). 
assume policies that will balance the Federal 
economic assumptions comprise a short-tenn 
reflects the current state of the economy 
longer-tenn projection for 1999 through 
to reflect the consequences of extra 
Slight adjustments to CBO's price 
technical changes on the CPI 
economic forecast. as well as 
technical changes are . 

1992 continued in 1996, at a 
gro~i rate. The most significant 

been that price infla,ion seems $ubd.ued in spite of 
did not change its moderately restrictive stance, . 
much lower than projected and the stock matket 

of the last few years do not typically persist, as it has. 
txn:tlelnecks in the economy. Shdrtages of skill should tend to 

I 

. at least faster than the experience thus far in this business 
limited rises so far in labor cost h~ve not lead to adverse price 

potential explanation is that the potenti~l growth rate of the economy 
commonly assumed, because perh~ps capacity measures have 

the slack available in the economy. 

A key factor for this perfonnance 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 
grov.th that is consistent with low inflation (the so-called "soft-landing"), (n 
to 1994 when the FED raised rates several times in response to brisk 
growth in 1994 to preemptively lower intlationary pressures. 
steady for 1996 (after a mild cut in January) even as 

l!his was possible without adverse 
1996, long-tenn interest rates were boost up by 
strong growth in employment would lead to 
special factors held down inflationary 
continua;tion of the world-wide trend towards 
declined~ continued sharp slowdown in medical 
in computer prices and technical revisions by 
on the GPI. At some point over the next 
factors will increase intlationary , ' 

During the year, a high corporate 
profits and momentum ,",v..... ..­ as individuals shifted 
massiveiy to investing in major asset investment for 
conswners, yet in a low-' to physical assets such as 
housing fall and seen in the past 2 years with the 

the prices.) Many analysts, including 
Greenspan, warned of a possible 

or "irrational exuberance," as the gains in the 
economic'fundamentals would imply. 

economic environment, many concerns have been 
ld debt burdens are increasil1gly heavy, rising to 

.....,vu,""" bankruptcies rates have risen to new levels. So far. 
·....".U\..•• 11 offset by the rise in household fmancial assets. of which 

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

adecade ago. Widespread job anxiety may have significantly held 
growth. Conswnption growth continue to lag as it did in 1995, even 

,'The federal budget deficit dropped sharply lower for 1996 to a level half of 
that prbjected two years ago. This drop is also retlected in lower future deficit levels. 
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Personal tax receipts increased more than expected, due to grov.1h in the economy 
and legislative changes over the last few years, raisin~ the prospect that the " nal 
income statistics' have been mismeasuring income~, or thin 

'picking up trend changes in the composition of tax p~yments. 
I 

Short-term Outlook for 1997 and 1998 
CBO estimates the growth rate of real GOP to be 
short-term forecast also shows that during 1997 
will remain unchanged, but that the unemploy 
1996 is expected torise to 5.6 percent by 1998, 
inflation rate will also rise slightly to about 3.0 
long-term interest rates (3 month and 10-year 
their levels in 1996. 

The short-term forecast of spending by 
consumers on durable goods such capital goods. But 
the Budget Committee COIlt1DU~ expressed by some 
analysts that consumer c:rv'nt11r nv• ...,"uv, .... indebtedness and 
stagnant wage growth 

will pursue a low-inflation 
to its long-term potential 

at some time the projection period. Given 
the period 1998 to 2002 that the economy will 

nerce'nt. I ' , 

I
by most analysts, that lhe economy appears to have 

slow growth: 2 years ago t?e long-term potential growth 
thought to be about 2.5 percen~. Analysts have lowered this 

2.1 percent and 2.3 percent currenqy. This lower than post-war 
the economy's potential growth rate is explained by two factors. 
growth continues to be lower than \the first half of the postwar 

average labor supply growth is expected to be slower than average, 
. c trends and lower expected labdr force participation raws. 

Accordingly, projections of slower labor force groth in the future implies a 
reduction in the potential growth rate. Combined, both factors have lowered t.he 
potential growth rate by an average of 0.4 percentage ~oints annually. 
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The Fiscal Dividend 
CBO's economic projections assume that the Federal budget will be 
2002. Economists generally believe that implementation of credib 
reduction plan will generate economic benefits in the. fOlm of 
higher national savings, higher investment. and 
economic benefits will affect the Federal 

, ' 

pay'ment~ and increasing revenues, thereby 
budgetary effect is referred to as the "fiscal 
budget Y{illiower interest rates by 0.7 oer'celltali!t 

in productivity and real GOP by 2002. 
these effects allows for a fiscal dividend of $77 bill 
This figWe is much lower than the figw-e U1VII;;\"L_ 

of a lower FY 1996 deficit, having one year 
slower response of interest rates. 

CBO's $225 Billion Revision hi 
At the end of April, CBO . revenue projection 
a stream of $45 billion in 997 to 2002. to reflect 
increase~ in income tax During April. the critical tax 
month, large ........,"1.11........\01 

extra revenues for 1997,$35 billion 
rCIlilic1lIllucr of this fiscal year, $10 billion 

billion for this year, and reducing the FY 1997 
much lower than anticipated (CBO previous 
lowered from $124 billion in Janwi.ry; OMB 

to this change, private estimates of the federal 
statistics, had been consistently much lower than 

ns, which are based on tax receipts, by typically $20-30 

--as did some private forecasters-- that the higher taxable 
than expected is most likely to persist. hence future deficits will 

s is reflected in later years as a shift in levels reducing the deficit by 
each year from 1998 to 2002. ,Revenues decline steadily while debt 

service 'savings from a lower deficit become ever larger. 

http:Janwi.ry
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CBO balanced off factors arguing for a 
(such as there is mismeasurement in the national p('i:'.nn'm 

, tax behavior) and the possibility that these might 
factors include: 

1) There may really be more income than 
measuring; the evidence includes an 

2) Real potential growth is higher than C 
3) Effective tax rates are different than 
4) On the tax side, revenues may be refl 

wealthy and/or to proprietors that is not 
may be more capitaigains realized thi 
last yeat). 

More precise estimates are not possi baseline. The 
available evidence is not sufficient 

Technical Changes on 
CBO's asswnptions on . information on proposed 
technical changes on the Statistics (BLS), announced 
after CBO had v ....'I,6;1. well as correc'tions due to 

by \,;1li:I:ngt;:;. The BLS has announced its 
from after I CBO finished its forecast and 

I 

as part, and in add~tion, to its plans for the 1998 
by BLS on the CPI as part of their normal 

action by the Congress. 

be expected to have spme effect on reducing the bias 
of these actions are incorporated. (CBO has often 

te!l'lIllcal changes on the CPI bylBLS in their baseline.)TIlc net 
to technical changes, as estimat~d by CBO and assumed by the 

tenths of a percent annually startihg in 1999, so that effectively, 
starting 2000. Since these are +easurement changes to correct 

will not have any impact on real variables or their relationships. 
'I ' 

I 
BLS has announced plans to decide on which categories of prices it will use 

a "geometric means" method of weighting prices ott the lower level aggregation of 
price collection. There is little doubt that this chanke will occur. and that although 
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not all items categories would be used. such a change would reduce the "substitution 
bias" in 'the CPI. The BLS has estimated that such action would likely the 
effect of lowering the CPI by between °to 0.25 percent going fO,-"l/O""" 

1999, where 0 would occur if there was no adoption of this 
occur if all items categories were so adjusted. 

As part of the 1998 CPI rebenc 
change in 1999 the way they choose outlets for 
geographic to commodity group criteria. The-­
frequent; rotation allowing new goods to be . 
expecte4 to reduce the growth in the CPI oec:aWie 
in the product cycle the prices of new goods 
introduced. CBO had estimated that this e 
in the CPI by between 0 and 0.2 percent. 

CBO also adjusted its ","UIU,""", BLS actions: 
an increase in the CSO estimate 1997 change in 
hospital pricing and a 11.."' .....,. effect of the 1998 (PI 
rebenchinarking. These 

to reflect another technical 
reduces the "fonnula bias" in the 

the CPI by 0.1 percent. \\!bile the 
and' assumed that the CPI would be depressed by 

CSO did not assume any additional change to 
after that date reflects some of the effects of 

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

should be slightly adjusted . 

.~"nIfT""" economic assumption} 


