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Analysis of FY 2016 President's Request for the Indian Health Service:

The Economic Effect of Absorbing Unfunded Inflation 

& Population growth on Tribal health budgets 

(Dollars in Thousands)

Current Services Amounts: 

Inflation and Populaton Growth

NPAIHB 

Estimates

President's 

Proposed 

Budget

President's 

Budget is 

Short:

President's Proposed Increase for FY 2016 IHS Budget $460,604 $460,604

Amount needed for Inflation based on actual medical 

inflation components from the Consumer Price Index
$215,191 $71,150

Amount needed to fund Pay Act increases (NPAIHB 

estimate is included in the inflation amount above)*
* $19,405

Amount needed for population growth based on 1.5% 

population growth
$82,032 $56,726 ($25,306)

Balance after funding Current Services $163,381 $313,323  

President's Propose Program Inceases:
 

$313,323

($149,942)

($124,636)

Tribal budgets would have to absorb unfund inflation and population costs 

in order to fund the President's  Proposed Program Increases: 

 
 

President’s FY 2016 request is adequate to fund current services  
but will not due to distribution of the increase 

 

Portland, OR —The President’s FY 2016 budget request will provide $5.1 billion to Indian Health Service (IHS) 

programs.  This is a very respectful increase of $460.6 million (an increase of 9.9% over FY 2015).  Tribal health 

programs acknowledge the Administration for requesting such a respectful increase for Indian health programs. 

However are cautious about whether a republican controlled Congress will approve the funding requested by 

the President.  Tribes must be careful that the request is not a Trojan horse to distract their attention from the 

real issue in the President’s budget—and that is the allocation of the $460 million.  NPAIHB estimates that it will 

take $297.2 million to fund inflation and population costs for IHS programs.  While there is adequate funding to 

provide for inflation and population growth, the President’s budget only requests $147.3 million for these costs.  

This means that after $313 million is funded for proposed program expansion, Tribes will have to absorb over 

$149 million in unfunded inflation and population growth.  Thus, the overall budget increase is good for IHS 

programs however the distribution of the overall increase within the IHS budget line items is not.    

 

The President’s request will go a long way to restore the $217 million that was lost in the FY 2013 budget cycle.   

This funding was lost due to the Administration having to sequester the IHS budget because annual spending 

exceeded the spending caps contained in the Budget Control Act of 2010.  If Congress funds the amount in 

President’s FY 2016 request, it help to restore some of the lost IHS funding as a result of the budget sequester.   

 

Analysis of FY 2016 Request  

 

The Northwest Portland Area Indian Health 

Board (NPAIHB) analysis of the President’s 

request indicates that the allocation of the 

increase will result in Tribes having to absorb 

over $149 in unfunded inflation and population 

growth unless amounts within the budget line 

items are reallocated; or unless the Congress 

provides additional funding to cover these 

costs.  NPAIHB estimates that it will take $297.2 

million to fund inflation and population growth 

in FY 2015.  This is the minimum amount of 

funding based on actual medical inflation 

indices that it will take to maintain the current 

levels of health care provided by the Indian 

health system.  Anything less will result in 

Indian health programs having to absorb the 

mandatory costs of inflation, pay costs, 
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FY 2016 President's Request for the Indian Health Service

Another Way of Looking at it : The impact of Facilities Funding 

on unfunded Inflation & population growth 

(Dollars in Thousands)

Budget Increase and Facilities Items Anount

President's Proposed Increase for FY 2016 IHS Budget: $460,604

Less New Facilities Construction Funding $100,000

Less Staffing for New Facilities $17,806

Balance after funding construction & staffing: $342,798

Less President's Proposed Program Inceases (minus New 

Construction and Staffing dollars reflected above):
$195,517

Balance to Fund Inflation and Population growth $147,281

NPAIHB Estimated needed for Inflation and Population Growth $297,223

Unfunded inflation and population growth that will be absorbed 

by Tribal health programs if FY 2016 increase is not allocated or 

Congress does not provide additional funding

-$149,942

population growth and increased administrative costs. The attached spreadsheet details the current service 

estimates for each IHS budget line item using actual medical inflation rates extrapolated from the consumer 

price index and a growth rate of 1.8% for the Indian population.     

 

The President’s budget proposes $19.4 million for pay costs, $71.2 million for inflation, and $56.8 million for 

population growth (total of $147.3 million).  The President’s budget also requests an addition $313.3 million for 

program increases for staffing new facilities, business office functions to improve third party reimbursements, 

increases for the Purchased and Referred Care (PRC/CHS) program, as well as increases for health information 

technology, behavioral health, contract support costs, and the facilities program.  NPAIHB estimates that it will 

take $297.2 million to fund the actual inflation costs associated with operating medical programs.  However the 

President’s budget only requests $147.3 million for these costs, which means after the program increases are 

factored, that tribes will have to absorb over $149 million of unfunded inflation and population growth.  While 

the overall budget increase is good for IHS programs, the distribution of the overall increase within the IHS 

budget line items is not.    

 

The Effect of Facilities Construction & Staffing on Budget Increases 

The President’s budget requests $170 million in program increases for the IHS Facilities program.  This includes 

$35 million for the Maintenance and Improvement (M&I) program, $35 million for the Sanitation Facilities 

Construction program, and $100 million for new facilities construction.  Most Tribes nationally will be supportive 

of the increases for the M&I and Sanitation Construction programs.  However the funding provided for new 

Facilities Construction is not supported universally by Tribes. Facilities funding is often a source of contention 

between the IHS and Tribes.  This is because IHS’ facilities construction process for new facilities is locked and 

excludes most Tribes from participating.  It’s also controversial because in the following years after new facilities 

are built, funding large staffing package is required.   

 

This funding comes off the top of the IHS budget increase.  The amount of funding needed to phase in staffing at 

new facilities in the FY 2016 is $17.8 million. While the impact of this effect is not as great in FY 2016, analyzing 

staffing packages in last year’s (FY 2015) budget demonstrates clearly the effect of staffing on budget increases.   

 



 3 

IHS Budget Growth by Presidential Terms

FY 1993 to FY 2015
(Dollars in Thousands)

President & 

Fiscal Years

Yrs in 

Office

 Budget at Start 

of Term 

 Budget at End 

of Term 

 IHS Budget

Growth 

Percent

Growth

President Obama

FY 2009 to Current
6 $3,581,119 $4,642,381 $1,061,262 29.6%

President G.W. Bush

FY 2001 to FY 2009
8 $2,628,766 $3,581,119 $952,353 36.2%

President Clinton

FY 1993 to FY 2001
8 $1,858,419 $2,628,766 $770,347 41.5%

President Bush

FY 1990 to FY 1993
4 $1,249,970 $1,858,419 $608,449 48.7%

In FY 2015, the overall budget increase for IHS programs was $207 million (a 4.7% increase).  The amount 

needed to fund staffing at new facilities was $71 million, which reduced the increase down to $136 million.  This 

is a 34% reduction from the overall increase.  Last year, NPAIHB estimated that it would take $223 million to 

fund current services, which means Tribes had to absorb over $87 million in unfunded inflation and population 

growth.  This calls the question, “why does the IHS continue to build and staff new facilities when it cannot 

maintain the existing program?”  If these mandatory costs are not funded the only way to cover such costs is to 

cut health services.   

 

IHS Budget Growth 

 

The IHS budget has seen considerable growth during President Obama’s administration.  Since FY 2009 the IHS 

budget has grown by over $1 billion, an increase of 29%.  While this growth has been very good, it is important 

to note that over one-third ($381 million) of this growth has been a consequence of the escalation in Contract 

Support Cost (CSC) funding.  It is not directly related to program increases.  This is funding that the current and 

past Administrations should have always been providing.  It took the federal government losing three Supreme 

Court cases before they finally agreed to fully fund CSCs.   This alone warrants special consideration for future 

budget increases since over one-third of the growth in the IHS budget has not been in the health portion of the 

program.  The President still has another two years in office and will hopefully continue to build on this legacy of 

building of supporting Indian health programs.   

 

 

 

Current Services Budget:  Maintaining the existing Health Program and the President’s Proposed  

FY 2016 IHS Budget  

Current service estimates calculate mandatory costs increases necessary to maintain the current level of 

services.  These mandatories are unavoidable and include medical and general inflation, pay costs, and 

population growth.  The Northwest Portland Area Indian Health Board estimates the FY 2016 current services 

need to be approximately $297 million.  The President only requests $147.2 million for inflation and population 

growth and is 50% short of funding this need.   

There are a number of ways to compute current services.  The Indian Health Service usually estimates pay cost 

increases and reports this as separate from inflation.  The reason for this has less to do with budget presentation 
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Summary of Mandatory Cost Increases 

to Maintain Current Services in FY 2016

Mandatory Cost Increase needed to maintain 
current services (1,000s)

PRC inflation estimated at 5% $62,344

Health Services Account (not including PRC 

or CSC inflation)
$112,949

Contract Support Costs $68,286

Population Growth (estimated at 2.1% of 

health services accounts)
$53,644

Total Mandatory Costs $297,223

Note on Medical Inflation:  Medical Inflation is estimated between 4% - 8% in the 

Northwest states of Oregon, Washington and Idaho.  Health care analysts understand 

that increases in medical spending reflect increases in the value of services and 

pharmaceuticals and not simply inflation as measured for most goods and services.  

Spending in Medicare will increase by 10% and Medicaid by 5% in FY 2016.  

NPAIHB assumes Indian health programs will not achieve the same level of cost 

containment due to the lack of large group purchasing 

and more from the simple fact that in past years’ Congress enacts pay act increases.  These are costs that are 

very precisely computed for federal employees.  The IHS has also added reasonable tribal pay estimates and also 

reports these.  In most years, the President signs a pay act increase each year, and it is the one cost most often 

funded in the President’s budget.  In past years IHS also computed reasonable estimates for population growth 

however the FY 2016 President’s request does not include adequate funding for population growth.    

The recommendations presented here extrapolate medical related components of the Consumer Price Index 

(CPI) as they relate to IHS budget accounts. For example, inflation for the Hospital and Clinic Services is 

measured using the Hospital and Related Services component of the CPI; which only measures inpatient and 

outpatient hospital related care.  Similarly, inflation for Dental Services is measured using the CPI component for 

Dental care services.  Hospital inpatient and outpatient inflation is used for the CHS program, since many CHS 

services are purchased from hospitals or other private health providers.  Footnotes are included in the attached 

spreadsheet to indicate which CPI components have been used to measure inflation for budget sub‐sub activity.  

A reference to locate that measure is included in the footnote.  Extrapolating CPI medical component indices is a 

standard economic forecasting method that 

allows accurate and defensible estimates to.  

Whereas, the Office of Management and 

Budget routinely applies non‐medical related 

inflation rates to the IHS budget, which 

underestimate the true funding need for 

health care programs.  The Urban program line 

item is estimated using the CPI chained index 

for Medical Care Services and includes 

prescription drugs, non‐prescription and 

medical supplies, physician services, dental 

services, eyeglasses and eye care, and services 

by other medical professionals.  Estimates for 

Contract Support Costs (CSC) use the Tribal 

projection needed for inflation and new and 

expanded Indian self-determination 

agreements.  The facilities account uses the 

general CPI medical index to measure inflation.  

Finally, 1.8% rate of growth is used to estimate 

population growth. 

 

 

Budget Control Act and Sequestration 
 

The Budget Control Act of 2011 (BCA) requires the federal deficit to be reduced by $2.3 trillion over 10 years.  

The BCA sets spending targets and if they are not met require budget sequestration by the Administration to 

make across the board spending cuts.  This is important for Indian health programs because at least $26.4 billion 

of the proposed cuts must be made from non-defense discretionary programs.  Since the IHS appropriation 

comes entirely from discretionary funding, the BCA sequestration will have an adverse impact IHS programs.  If 

Congress fails to enact legislation negating the government-wide sequestration in future years, the IHS budget 

will be subject to across the board spending reductions. 
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NPAIHB Policy Brief is a publication of the Northwest Portland Area Indian Health Board, 2121 S.W. Broadway, Suite 300, 
Portland, OR 97140.  For more information visit www.npaihb.org or contact Jim Roberts, Policy Analyst, at (503) 228-4185 or 
by email jroberts@npaihb.org.   

During the FY 2013 sequestration, the Administration and IHS Director reported that IHS programs would be 

limited to a two percent reduction pursuant to a reference contained in the BCA at, section 256 of the Balanced 

Budget and Emergency Deficit Control Act of 1985.  Later, the Office of Management and Budget (OMB) 

submitted to Congress a report indicating that the IHS would be subject to a full sequestration which they 

estimate to be 8.2 percent.   Following the final FY 2013 sequestration, the IHS appropriation of $4.34 billion 

was reduced by $217 million.  This lost funding will take years for the Administration and Congress to make 

Tribal governments whole and in turn the AI/AN people they serve.   

 

The BCA disproportionately targets discretionary spending and Tribes underscore to Congress that the IHS 

appropriations are not “discretionary” by their mere classification in the appropriations process.  IHS funding is 

provided in fulfillment of the United States federal trust responsibility based on treaty obligations that the 

United States Congress entered into with Indian Tribes.  It is important to remind the Administration and 

Congress that it passed a Declaration of National Indian Health Policy, in which the Congress declares it the 

policy of the United States—“in fulfillment of its special trust responsibilities and legal obligations to Indians—to 

ensure the highest possible health status for Indians and urban Indians and to provide all resources necessary to 

effect that policy.”  [Emphasis added]   

 

To continue to reduce IHS funding under the BCA would be in contradiction in the federal trust responsibility 

and of the IHCIA passed by this Congress and signed by this President.  This makes it appropriate to exempt IHS 

programs from future sequestration. 
 

### 

http://www.npaihb.org/
mailto:jroberts@npaihb.org


Indian Health Service Budget 
Comparing FY 2016 President's Request to Actual Current Services Needs 

(Dollars in Thousands) 

A B C  D E F G

    (D x A) (1.8% x A) (E + G)

FY 2016 CURRENT SERVICE NEEDS

Sub Sub Activity
FY 2015

CR‐Omnibus 

Plan

President's

FY 2016

Request

Change

over

FY 2015

Pct. of

Change 

CPI

Medical

Care

Increase

needed for 

Inflation

Increase

needed for 

Pop. Growth

Amount to

Maintain 

FY 2012 

 

SERVICES: C 1.8%

Hospitals & Health Clinics 1,836,789$       1,936,323$       99,534$         5.4% 4.54%
a

83,390$         33,062$            116,452$     

Dental Services 173,982$          181,459$          7,477$           4.3% 2.80%
b

4,871$           3,132$               8,003$          

Mental Health 81,145$             84,485$             3,340$           4.1% 2.43%
c

1,972$           1,461$               3,432$          

Alcohol & Substance Abuse 190,981$          227,062$          36,081$         18.9% 2.43%
c

4,641$           3,438$               8,078$          

Contract Health Services 914,139$          984,475$          70,336$         7.7% 5.02%
d

45,890$         16,455$            62,344$       

    Total, Clinical Services 3,197,036$      3,413,804$      216,768$      6.8%     140,764$      57,547$           198,311$      

PREVENTIVE HEALTH:  4.70%    

Public Health Nursing 75,640$             79,576$             3,936$           5.2% 2.43%
c

1,838$           1,362$               3,200$          

Health Education 18,026$             19,136               1,110$           6.2% 2.43%
c

438$               324$                  762$             

Comm. Health Reps 58,469$             62,363               3,894$           6.7% 2.43%
c

1,421$           1,052$               2,473$          

Immunization AK 1,826$               1,950                 124$               6.8% 2.43%
c

44$                 33$                    77$               

     Total, Preventative Health 153,961$         163,025$         9,064$          5.9%     3,741$          2,771$              6,513$           

OTHER SERVICES:  4%    

Urban Health 43,604$             43,604$                ‐$                    0.0% 5.02%
d

2,189$           785$                  2,974$            

Indian Health Professions 48,342$             48,342                   ‐$                    0.0% 2.43%
c

1,175$           870$                  2,045$          

Tribal Management 2,442$               2,442                     ‐$                    0.0% 2.43%
c

59$                 44$                    103$             

Direct Operation 68,065$             68,338                   273$               0.4% 2.43%
c

1,654$           1,225$               2,879$          

Self Governance 5,727$               5,735                     8$                   0.1% 2.43%
c

139$               103$                  242$             

Contract Support Costs 662,970$          717,970                55,000$         8.3% 8.50%
f

56,352$         11,933$            68,286$       
 

     Total, Other Services 831,150$         886,431$         55,281$        6.7%     61,569$        14,961$           76,529$        

TOTAL, SERVICES 4,182,147$       4,463,260$       281,113$       6.7%     206,074$       75,279$            281,353$       

FACILITIES:      

Maintenance & Improvement 53,614$             89,097$                35,483$         66.2% 2.43%
e

1,303$           965$                  2,268$          

Sanitation Facilities Construction 79,423$             115,138$              35,715$         45.0% 2.43%
e

1,930$           1,430$               3,360$          

Hlth Care Facilities Construction 85,048$             185,048$              100,000$       117.6% 0.00%
 

‐$                    ‐$                       ‐$                  

Facil. & Envir. Hlth Supp 219,612$          226,870$              7,258$           3.3% 2.43%
e

5,337$           3,953$               9,290$          

Equipment 22,537$             23,572$                1,035$           4.6% 2.43%
e

548$               406$                  953$             

Total, Facilities 460,234$         639,725$         179,491$      39.0%     9,117$          6,753$              15,870$        

TOTAL, IHS 4,642,381$       5,102,985$       460,604$      
9.9%

    215,191$       82,032$            297,223$       

Summary of Costs to maintain Current Services: 

  Inflation  & Population Growth: 297,223$     
    Program Enhancements (see p. 18): 175,000$    

Total Recommended Increase:: 472,223$     10%

Inflation Rates Calculated as follows: 

b
 Dental inflation calculated using CPI Series CUSR0000SEMC02: Dental Services.  

C Inflation calculated using CPI Series CUSR0000SAM2: Medical Care Services 
d
 CHS & UIHP inflation calculated using average of CPI Series CUSR0000SS5702: Hospital Services &  & CUSR0000SS5703: Outpatient hospital services.  

a
 Hospital & Clinics inflation calculated using CPI Series CUSR0000SEMD: Hospital & Related Services (inpatient and outpatient related costs).

f Amount required for new and expanded Self‐Determiniation and Self‐Governance agreements.


