FFY 2007 Federal Budget Proposals

Overview: President Bush has released his proposed $2.77 trillion budget for Federal Fiscal Year (FFY) 2007, which begins on October 1, 2006. The Administration projects a FFY 2007 budget deficit of $354 billion, lower than the projected deficit of $423 billion in FFY 2006 and actual deficit of $413 billion in FFY 2005. The FFY 2007 deficit estimate does not, however, include an additional $70 billion that the Administration anticipates requesting later this year for the cost of the wars in Iraq and Afghanistan. This supplemental request will bring total spending for the war efforts alone to $393 billion since the September 2001 terrorist attacks.

The budget proposes to hold overall discretionary spending growth below the rate of inflation. In comparison, the Department of Defense (DOD) would receive a seven percent increase (roughly $30 billion in new funding). As the budget proposal notes, the DOD budget has increased 48 percent over FFY 2001 levels. 

With the freeze on domestic discretionary programs, many of the proposed budget savings would come from federal programs administered by state and county governments. Below is an initial analysis of some of the major cuts to health and human services programs gleaned so far from the 1,000’s of pages of the proposed budget. Further details and clarifications will be available as the process moves forward. 

For further details, HHS has released a summary document which can be found at:

www.hhs.gov/budget/docbudget.htm  

MAJOR BUDGET PROPOSALS

The President’s health and human services budget proposals affecting state and county governments include:

Human Services

Social Services Block Grant: For the first time, the Administration is proposing to cut Title XX. A 30 percent cut would be made to the program, reducing overall funds from $1.7 billion to $1.2 billion in FFY 2007. The Administration argues that, due to the flexibility in the program, it overlaps a number of other social services programs and there is no assessment of its effectiveness.

Community Services Block Grant: Once again, the Administration is proposing to terminate the $630 million CSBG program. Although the House adopted the Administration’s proposal last year, the Senate prevailed in the Conference Committee and fully restored the program in FFY 2006.  

Foster Care Flexible Funding Option: Similar to the last few years, the Administration  proposes to provide states the option of receiving greater flexibility over the use of Title IV-E foster care funds in exchange for having their Federal funding capped over a five-year period. The Administration has never forwarded a draft bill to Congress nor did any member of Congress introduce a similar bill last year.

Healthy Marriage – Responsible Fatherhood Initiatives:  The budget includes $250 million for health marriage initiatives in FFY 2007, including $100 million in new competitive matching grants to states. The budget reconciliation bill contained $150 million for FFY 2006. 

Food Stamps: The Administration again proposes to restrict categorical eligibility for food stamps, saving $706 million over five years. Under the proposal, some individuals who receive non-cash assistance under TANF would no longer be deemed automatically eligible for food stamps. About 40 states take advantage of this option enacted under the 1996 TANF law. 

Additionally, the Administration proposes to exclude all retirement savings for purposes of determining food stamp eligibility. That initiative is estimated to cost the federal government $589 million over five years.

Employment and Training: The President is proposing once again to consolidate the Workforce Investment Act (WIA) Adult, Youth, Dislocated Worker, and State Employment Service programs into a single consolidated WIA block grant, which would be funded at $2.77 billion, a 15 percent cut.

Medicaid/Health Programs

Medicaid Waivers: The Administration’s budget cites the reforms made in the recently passed reconciliation bill. In addition, it will propose a new waiver process to allow states to emphasize ‘market driven’ responses to health care. It specifically cites a recent Florida waiver allowing Medicaid recipients to opt out of the Medicaid benefit and use a State-paid premium to purchase employer-sponsored health insurance.

Medicaid Reductions: The President proposes a number of Medicaid administrative reforms that have been offered in the past. It includes proposals that would cut Medicaid by an estimated $12 billion over five years, including the following which would shift costs to state or county governments:

· A regulation would be published to phase down the allowable provider tax rate from six percent to three percent. Provider taxes are used by some states to help finance the state share of Medicaid. This change would save the federal government $2.1 billion over five years;

· The Administration again proposes to limit Medicaid reimbursement for government providers to no more than the cost of providing services, which, in effect, would reduce the upper payment limit (UPL) for public hospitals, saving the federal government $3.8 billion over in five years;

· In addition to the Targeted Case Management limits under the reconciliation bill, the Administration is proposing additional curbs to the program, including limiting federal reimbursement of the costs to 50 percent for all states. This effort would save an additional $208 million in FFY 2007 and $1.12 billion over five years;

· The Administration also proposes to restrict reimbursement for Medicaid rehabilitation services, saving $225 million in FFY 2007 and $2.3 billion over five years. 

· Using Medicaid to pay for school-based administration and transportation costs of Medicaid eligible children would be prohibited, saving the federal government $615 million in FFY 2007 and $3.64 billion over five years;

· The Administration also proposes to change the manner in which administrative costs are allocated under Medicaid. It notes that the 1996 TANF law capped administrative funding under the program, and included administrative costs for Medicaid in that capped grant. Because of that, the Administration proposes to reduce Medicaid administrative funding to reflect the costs covered by the TANF block grant. The estimated federal savings is $280 million in FFY 2007 and $1.8 billion over five years;

Since the Administration has not released detailed language on the above proposals, any interactions between these proposed Medicaid cuts cannot be estimated at this time. If enacted into law or through regulations, these cuts would reduce the administrative resources states and counties use to serve Medicaid beneficiaries. 

Cover the Kids Program: The Administration is proposing to establish a new Cover the Kids Program, which would provide $100 million a year for two years help coordinate Federal, state, school, and community Medicaid/State Children’s Health Insurance Program (SCHIP) outreach efforts. The same proposal was made last year, with $1 billion requested. Legislation was never introduced. The Administration believes that this program would enroll more children in Medicaid and SCHIP, resulting in an estimated $2 billion in increased Federal expenditures.

Access to Recovery Grants: The FFY 2007 budget includes $98 million for grants to 20 states to provide vouchers to individuals needing substance abuse treatment. Of that amount, $25 million would be set aside to treat methamphetamine abuse.

Community Health Centers: The President requests about $1.918 billion for this program in FFY 2007, which is a ten percent increase over the FFY 2006 level.

Preventive Health Block Grant: As in past years, the President proposes to eliminate this block grant to state and local health departments, which was funded at $99 million in FFY 2006.

A chart is attached at the end of this document which contains proposed funding levels for a number of health and human services programs.

Congressional Budget Process
The congressional budget process begins with the Administration’s budget proposals. Over the next few weeks, House and Senate committees will hold hearings on the proposals. At those hearings, Administration officials will provide additional detail on their initiatives. 

Later this spring, the House and Senate Budget Committees will draft their respective FFY 2007 budget resolutions. Those resolutions are typically very general in nature. The resolution provides broad spending amounts for various functions of the federal budget. Once the House and Senate resolve any differences between their resolutions, the appropriations committees work with the broad allocations and begin to divide and distribute the allocations among all of the various federal departments and programs. While the budget resolution itself does not have the force of law, it serves as a blueprint for the congressional appropriators to follow throughout the year. 

While there are internal deadlines for completing the entire appropriations process before the end of the federal fiscal year on September 30, the actual appropriations process is typically not completed until Congress adjourns for the year.

Continue scrolling down for a breakout detailing funding levels for the past two years compared with proposed levels for FFY 2007.

Proposed Federal Fiscal Year (FFY) 2007 Funding Levels

For Labor/Health and Human Services Programs

($ in millions)

	PROGRAMS
	Enacted

2005
	Enacted 

2006
	Proposed

2007

	Health and Human Services
	
	
	

	Social Services Block Grant
	$1,700
	$1,700
	$1,200

	Community Services Block Grant
	637
	631
	0

	Child Welfare Services
	290
	287
	287

	Foster Care Payments
	4,371
	4,633
	4,757

	Adoption Assistance 
	1,712
	1,883
	2,044

	Independent Living
	140
	140
	140

	Promoting Safe and Stable Families
	404
	454
	454

	Child Care Development Block Grant
	2,083
	2,062
	2,062

	Refugee Assistance (Total)
	484
	570
	615

	Administration on Aging (AoA) (Total)
	1,391
	1,367
	1,335

	AoA Family Caregivers
	156
	156
	154

	AoA Nutrition
	719
	715
	712

	AoA Supportive Services
	354
	351
	351

	Maternal and Child Health Grant
	724
	700
	693

	Substance Abuse Block Grant
	1,696
	1,679
	1,679

	Mental Health Block Grant
	411
	411
	407

	Ryan White AIDS Total
	2,073
	2,063
	2,158

	Community Health Centers
	1,690
	1,738
	1,918

	          Labor
	
	
	

	Adult Training
	891
	857
	712

	Youth Training
	987
	943
	841

	Dislocated Workers
	1,493
	1,440
	1,218

	Title-V Older Americans Employment
	437
	432
	432


Footnote
1.  FFY 2006 appropriations reflect a one percent across-the-board cut enacted in the FFY 2006 Defense Appropriations bill.

