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Pieces of the federal budget pie

Other Mandatory
$569 

Social Security
$982 

Net Interest
$325 

Medicare
$582 

Medicaid
$389 

Domestic 
Discretionary

$639 

Defense
$623 

Federal Outlays in FY 2018
($ in billions)

Other mandatory 
includes:

Federal retirement
UI
Nutrition

TANF
SSI
EITC

Source: FY 2020 budget, Table S-3



Grants play a minor, but growing, 
role in federal spending



Grants are a growing share of 
state spending (MT = 40%)
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Because…

Non-Medicaid
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The largest grants dominate 
total funding in MT
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Lots of discretionary programs
Lots of mandatory money

Distribution of Grants 
by Type, FY 2017

209
Programs

Discretionary,
162 (77.5%)

Mandatory, 47 
(22.5%)

Distribution of Grants 
by Funding, FY 2017

$645
Billion

Discretionary,
$153 billion 

(24%)

Mandatory, 
$492 billion

(76%)



How states stack up

$1,194 

$1,999 

$2,807 

$5,101 

Per Capita Federal Spending on FFIS-Tracked Grants, FY 2018

Non-Medicaid  Medicaid

* Expanded Medicaid by FY 2018



How the money flows

Federal 
funding 

per capita
Medicaid

Geography

Income and 
poverty

Demographics

Small-state 
minimums



How does Montana compare?

$1,224

$1,457

$775

$1,350

$1,999

$2,807

United States

Montana

+19% +40% +74%
Medicaid Non-Medicaid

Total

Rank #17 Rank #8
Rank #10

+224%

+27%

+53%

+11%

+271%

+640%

+82%

-10%

+11%

+182%

Agriculture

Community Development

Education

Employment and Training

Energy and Environment

General Government

Health

Justice

Social Services

Transportation



Beyond grants

Per Capita Federal Spending per Dollar of Taxes, FY 2017
Source: FFIS calculations of data from New York Comptroller



Return of trillion-dollar deficits



Recent legislation doubles deficit



National debt is high and rising



Key drivers: aging population, 
rising health care costs



Challenges and trade-offs

Limiting discretionary 
spending

Limiting mandatory 
spending

Raising taxes



What is discretionary spending?

Includes defense, non-defense, and disaster assistance

Relatively small share of federal spending and grants to 
state/local governments

Insufficient to address deficit

Controlled by annual budget process

Easy to enact



How to reduce discretionary 
spending

Impose 
caps

Reduce 
funding

Eliminate 
programs

Cost Shift



What is mandatory spending?

Growth driven by Medicare and Medicaid; other 
programs relatively stable

Difficult to change (especially for elderly)

On autopilot (outside of annual budget process)

Must change authorizing law, requires a 60-vote 
majority in Senate (exception: reconciliation)

Social Security, Medicare Part A reserves declining



How to reduce mandatory 
spending

Increase state 
matching 

rates

Restrict 
eligibility, 
benefits

Convert to 
block grant

Cap or reduce 
grant levels



Concluding observations

No one cares about deficits (today)

Known risks: BCA ending, debt ceiling, big grant 
programs expiring

Long-term risks: federal fiscal capacity (recessions, 
disasters, grants to state/local governments)

The longer Congress waits, the harder it will be



Questions?

Check for updates: www.ffis.org

ttomsic@ffis.org

202-624-8577

http://www.ffis.org/
mailto:ttomsic@ffis.org

