


applied research grows slightlyropared to total R&D with a 0.5 pment increase because of a drop in
R&D facilities funding, but the growth in NIH researstipport is still the smallest increase since 1970.
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On December 13, congressional appropriators agveea second conference report (final agreement) for

the FY 2006 Labor-HHS-Education appropriatidnif (HR 3010) which funds NIH and other HHS
agencies. In November, appropriattiteught they had reached a finategment, but the House rejected

the first conference report becausdtsfsteep cuts for many of thedith and education programs in the

bill. After padding the first conferen@greement with some &a health care and rural health funds offset

by shifting home heating assistanoeds to a separate bill, the newegment won final approval from the

House and Senate just before Christmas. But the final Defense appropriations bill cleared separately by
Congress the same week includes a 1 percent across-the-board cut for all discretionary programs to
partially offset emergency hurricane recovery spending, transforming the flat funding or modest increases
for many programs into cuts. (All figures in this analysis reflect the second conference report of the Labor-
HHS bill and also reflect the across-the-board cuts in the final Defense bill.)

After a completed five-year doublintpmpaign involving 15 percent increasfor each of the five years
between 1998 and 2003, biomedical researchers hoped for a gradual easing into slower growth rates. But
growth in the NIH budget slowed sharply to 3.2 percent in 2004, slowed even further to 2.0 percent in
2005, and now reverses in 2006 with a declining budget for the first time since 1970. After adjusting for
inflation, FY 2006 is the first time in 24 years that the NIH R&D portfolio falls behind inflationin the
economy as a whole, after just barely staying ahead of inflation in 2004 and just matching it in 2005 (see
Figure 1).The 2006 budget cut is steep enough to bring NIH R&D below the 2003 funding level in

real terms, erasing the increases of the last two year®IH had already fallen behind its own
Biomedical Research and Developmétrice Index (BRDPI), an index that attempts to calculate the
inflation rate for goods and services purchased by the NIH budget. NIH projects the BRDPI increase for
FY 2006 at 3.2 percent after a 3.3 percent increag8058. In recent years, the BRDPI inflation rate has
outpaced the economy-wide inflaticsite by roughly 2 percent a ye@AAS and the federal government

use the economy-wide GDP deflator to adjust R&D dollars for inflation.)
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Most NIH institutes see budget cuts in a narrev range between 0.4 and 0.7 percent, even before
factoring in a roughly 2 percent inflation rate. The National Institute of Allergy and Infectious Diseases
(NIAID), home to NIH'’s biodefense effort, is one ofily two institutes with more money than last year
with a small 0.3 percent increase$4.4 billion. The steepest cut amahg institutes goes to the National
Center for Research Resources (NCRR) budget aifh4 percent drop to $1.1 billion because of the
elimination of a $30 million program for extramuricilities construction. This program had funded
competitively awarded construction grants and we only federal fundingource for non-biodefense
biomedical research facilities. Buildings and Fac#itfending, for NIH intramural facilities, falls 26.5
percent to $82 million as the renovation and trmesion of biodefense facilities ramps down.

The only significant increase goes to the Office dlfie Director (OD) with a 33.5 percent boost to $478

million, but primarily because Congress transfers $97 million from the Office of the HHS Secretary

to NIH. The Office of the Secretary requested $97 millisee Table 2) for transfer to NIH to spend on
developing medical countermeasures against nuclear, radiological, and chemical terrorist attacks, nearly
double last year’s funding level because of theoduction of chemical countermeasures to the 2006
program. Congress bypasses the Office of the Secretary and gives the requested funds directly to NIH (see
Table 1). But after excluding the transfer, the renmgrincrease for OD is still a substantial 8 percent to
boost OD funding for clinical research, high-risk basic research, and collaborative researchNIid the
Roadmap for Biomedical ResearchThe Roadmap could receive up to $333 million in FY 2006 (up 41
percent), with $83 million from OD and $250 millionmomg from other institutes’ budgets, with their
contributions going from 0.63 percent o$fitute budgets to 0.89 percent in 2006.

New Pathways of Discovery, aimed funding cutting-edge research laild biological databases and
other research tools thadbwd benefit the whole of biomedical ezsch, could receive more than half the
Roadmap funding with as much as $169 million, upnfi®135 million last year. Research Teams of the
Future, aimed at encouraging intedplinary research and high-ridkasic research, could receive $44
million. The goal of Re-engineering the Clinical Research Enterprise, focused on enhancing clinical
research training and clinical researchwmeks, could double t§120 million next year.

Biodefense R&D continues to be a high priority in the NIH portfolia NIH identifies $1.7 billion for
biodefense R&D in FY 2006, essentially unchanged flashyear. But a decline in biodefense laboratory
construction funding allows for a 7 percent increaskidnlefense R&D grants and contracts to a total of
$1.7 billion, plus another $97 mibn in mostly biodefense fundingatrsferred from the Office of the
Secretary. After providing $148 million in 2005 to fundrarural construction for biosafety level (BSL)
3 and 4 laboratories around the nation, NIAID ¢argion funding ramps down to $30 million in 2006.

HIV/AIDS research continues to beanother focus area in the budgetThe HIV/AIDS R&D portfolio
was slated to expand 0.4 percent to reach $2.9 bibisnthe across-the-board cwmill most likely result in

a slight cut in 2006. The majority ($1.5 billion) tifis research would be funded by NIAID, the lead
institute for AIDS research.

Congress failed to act this year on separate legislation to changeritet Bush Administration policy

on federal funding for human embryonic stem cell (HES) researchAlthough the Senate version of the
bill strongly urged the Administratioto modify the current policy tollaw for an expansion of federal
funding, and criticized NIH’s implementation of tharrent policy for leading to only $24 million in NIH
funding in 2005 for HES research, the Senate failadke up a House-passed bill that would change the
current policy and postponed amwti until early 2006. The House-paddall would expand NIH funding

for embryonic stem cell research beyond the curresgigroved lines to lines derived after the August
2001 cut-off date of the current policy.

NIH Funding Mechanisms
The majority of NIH’s budget is distributed to external performers through Research Project Grants

(RPGs), which are investigator initiated, peer eaxgd, and competitively awarded. Earlier this ybHH
had projected a decline in the number oResearch Project Grants (RPGs) for the second year in a
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row based on the NIH request, but the 1 percent across-the-board cut could further reduce RPGs.

RPG funding would have increased by 0.4 percenin FY 2006 to reach $14.9 billion, but the final
appropriation will most likely lead ta 0.6 percent or so cut in RR@ding. The final appropriation will

result in even fewer than the projected 36,666 RPGs, compared to roughly 37,000 last year and 2004 (see

Figure 2). Because RPGs are multi-year grants, thdeuof new grants initiated in FY 2006 was already
projected to be smaller, and could shrink efeether to well below the 10,020 awarded in 2004.

NIH also projects a decline in the success rate for megrant applications for the fifth year in a row

to 21 percent in 2006, down steeply from a high & percent in FY 2001 (see Figure 2) because recent
surges in the number of applications have outp#fteciumber of grants awarded. The success rate could
dip below 20 percent in 2006 after institutes fadtothe 1 percent acrossetboard cut. Although the
number of RPGs has increased from 25,000 in the early ‘90s to more than 35,000 (see Figure 2), the

number of grant applications has increased so fast that the success rate is now well below the success rates
of the NIH doubling period 1998-2003 when they exceeded 30 percent.
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Figure 2. (click on the image for PDF)

Even before the NIH budget was finalized, the FY 20@@iest estimated that ngaevery institute would
fund a smaller percentage of proposals in FY 2006 than in the Epgstcted success rates vary by
institute, from a low of 15 percent (NIBIB) to a high36 percent for NCRR. Aong the largest institutes,
the National Cancer Institute (NClkmects a success rate of just ondfiue applications (19 percent),
down steadily from 33 percent in 1998 before the tngltampaign. The National Heart, Lung and Blood
Institute (NHLBI)’s 25 percent success rate mayhigd among the institutes in 2006, but would be down
from 36 percent five years ago. Even the Nationditinie of Allergy and Infectious Diseases (NIAID),
whose budget has grown the most dramatically recentyséan the pool of applications grow even faster
so that its 19 percent expected success rate in FY 2006 would represent a steady downward trend from 43
percent in 1997. The projected success rates could o lewer once institutesaétor in the 1 percent
across-the-board cutvery NIH institute (except NIEHS) would have a lower success rate in FY 2006
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than in at least one of the years before the NIH doubling campaigifhe only funding area with a high
projected success rate is the Roag initiative, which expects taifid 45 percent of proposals in 2006.

National Institutes of Health Budget by Institute, 1996-2006
(budget authority in billions of constant FY 2005 dollars)
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Figure 3. (click on the image for PDF)
R&D in Other HHS Agencies

Total R&D in the Department of Health and Hun®ervices (HHS) is $29.0 billion in FY 2006, a slight

cut of 0.2 percent (see Table 2). NIH dominates the HHS R&D portfolio, but the rest of HHS (excluding
NIH) funds a still-substantial $1.3 billion in R&D in FA006, a cut of 2.0 percent. The entire apparent cut

is due to the transfer of medical countermeasures R&D from the Office of the Secretary to NIH; overall,
HHS R&D outside NIH wins an increase becausedhef last-minute infusion of emergency funding to
combat a possible U.S. outbreak of avian fluhaitgh nearly all of the $3.8 billion avian flu spending
package attached to the final Dese bill is for non-R&D activities sucis countermeasures procurement,
health infrastructure upgrades, and health monitoring, the Centers for Disease Control and Prevention
(CDC) receives $50 million to upgrade its R&D ifdgies, the Food and Drug\dministration (FDA)
receives $18 million for R&D and facilities related ta,fland the Office of the Secretary receives an
estimated $80 million within a larger $3.3 billion flp@opriation for avian flu-dated research. Without

the estimated $148 million in flu R&D, HHS R&Dowld join NIH in suffering budget cuts in 2006.

Funding Impacts and Next Steps

The final 2006 budget leaves NIH with less money in real terms than in 2003, signaling a retreat
from the funding levels reached in the NIH doubling campaignAlthough other R&D funding agencies
have struggled to maintain their budgets over ttet dacade, NIH until recentlgnjoyed extraordinary
success on Capitol Hill, and its budggowth accelerated between FY 1998 and 2003. As shown in Figure
1 and Figure 3, NIH enjoyed steady growth inbitslget for many years. NIH’s budget growth accelerated
during the NIH doubling campaign (in non-inflation adjusted terms) in the five years to FY 2003, but then
abruptly halted. Much of the redegrowth in NIH has been in biofisse research, funded primarily by

the National Institute of Allergy and Infectiousd@ases (NIAID). As a result, the NIAID budget has
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grown far faster than other institutes’ budgets to brexthe second-largest instéusee Figure 3). But the
recent slowdown in NIH budget growtdombined with continuing growtat NIAID means that, in real

terms,all the other NIH institutes collectively haveseen their budgets decline every year since 2003
(see Figure 3).

NIH continues to invest more than 90 percent of r@dsearch portfolio in the life sciences, nearly
exclusively biology and ntiical research. Thus, its recent sped&chudget growth has mostly benefited

the life sciences; among other disciplines, psychology research makes up 3 percent of the NIH portfolio but
no other discipline exceeds 2 percent. NIH support feselother disciplines like chemistry and computer
sciences have grown dramatically as well, but they have remained small shares of a large total.
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Figure 4. (click on the image for PDF)

As shown in Figure 4, NIH provides nearly 80 petcehall federal support for the life sciences, and
nearly 90 percent of federal support for the sub-dis&f the biological sciences. NIH also funds more

than 80 percent of all federal psychology researchnfest other science and engineering disciplines, NIH
plays a relatively minor funding role. One exceptiorciemistry, for which th National Institute of
General Medical Sciences (NIGMS) is a major sporsat provides more than 30 percent of all federal
support for chemistry. NIH is also a large supporter of social and behavioral sciences research. In FY 2006,
NIH alone is expected to fund 48 percent of fatleral support for basic and applied research, down
slightly from 2005 because of the budget cuts.

NIH alone now accounts for two-thirds of all fearal support for R&D in colleges and universities.

Figure 5 shows that a majority of HHS R&D fundstgacolleges and universities; because of the size of
the NIH budget in comparison to other federal agencies, NIH is the dominant funding source for nearly all
colleges and universities with medical schools. NIH'saimiwral laboratories, mostly in Maryland, perform

a fifth of total NIH R&D. Nearly all of the 17 percent of NIH R&D which goes to ‘other’ performers (see
Figure 5) goes to independent nonprofit institutjoimeluding non-university mearch hospitals and
medical research foundations; NIH provides two-thoflall federal R&D funds to nonprofits. Because of
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budget cuts, universities and colleges and medicaigntad nonprofits can expect falling federal R&D
support in FY 2006 after many years of gains.

NIH R&D is performed primarily in six states. Just over half the NIH R&D portfolio is spent in
California, Massachusetts, Maryland, New York, Pglvasia, and Texas, eadkceiving more than $1
billion annually from NIH. The FY 2006 budggirovides $220 million for NIH's Institutional
Development Award (IDeA) program, down slightly from last year. IDeA provides support to enhance the
research capacities of 23 states (Bndrto Rico) that have been undpresented in winning NIH funds in

the past. In FY 2002, just 8.5 percent of the NIH R&D portfolio went to these states.

NIH Funding of R&D, by Performer
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Figure 5. (click on the image for PDF)

Now that the FY 2006 budget is final, NIH institufase the difficult task of allocating budget cuts among

its funding mechanisms, juggling variables such as grant size, grant numbers, grant duration, and the mix
of funding mechanisms. Because the Bush Administidtas continued to emphasiits goal of flattening

or reducing domestic discretionary spendin@@®®7 and future budgets, the FY 2007 budget request, due

in early February, is unlikely to offer better news for NIH.

(This analysis is one of a series AAAS R&D Funding Updateon FY 2006 congressional
appropriations. The complete series of AAARD Funding Updates, including continually
updated analyses of R&D in FY 2006 appropoiasi, is available on the AAAS R&D Web Site
(http://lwww.aaas.org/spp/rd) in the “FY 2006 R&or the “What's New” sections.)
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