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 Contact: Suellen Galbraith (sgalbraith@ancor.org)                                                                                                             


Eyeing the impact of the severe economic downturn on individuals, businesses, and states, Congress and the President agreed on an economic stimulus package last February to help spur the economy. However, House and Senate efforts to provide fiscal relief to states, including a temporary increase in the Federal medical assistance percentage (FMAP), did not make it into the final legislation. With more states now registering severe budget problem and freezing or cutting many state services—including health care services and provider rates—many in Congress are urging a second stimulus package.  A second stimulus package must feature  timely, temporary, and targeted state fiscal relief that includes additional Federal Medicaid funding. ANCOR providers are reporting cuts in reimbursement rates and services.


Background

With the economic decline, further economic stimulus is important to states. When states experience budget shortfalls, the cuts are made first in health care and Medicaid (followed by cuts in education and aid to local governments). States typically cut or freeze provider reimbursement rates, restrict eligibility by dropping many current beneficiaries, and restrict benefits—all of which negatively affect people with disabilities and your capacity to provide quality supports and retain necessary staff. 

States' largest expenditure for fiscal year 2008 was health care, which accounts for nearly one-third of total state spending. Medicaid alone comprises about 22 percent of total state spending. Without help from the Federal government, states are forced to reduce spending (often by cutting Medicaid)—which further aggravates an economic downturn. 

While there are many ways to stimulate the economy, one of the most effective ways is to temporarily increase the federal matching rate for Medicaid, otherwise known as the Federal Medical Assistance Percentage (FMAP).  The purpose of a temporary FMAP increase is to alleviate state budget shortfalls and the pressure on state and local governments to cut Medicaid reimbursement rates, eligibility and benefits.
If the federal government pays a larger share of Medicaid costs through a temporary increase in the FMAP, states can sustain their programs—rather than making cuts in services, provider rates, and eligibility. 

· According to a July report by the National Conference of State Legislatures, 31 states had budget gaps totaling $40 billion; while the Center on Budget and Policy Priorities reported in early August that 29 states faced an estimated $48 billion in combined shortfalls in their budgets for fiscal year 2009 (which began July 1, 2008 in most states).  All but two states—California and Michigan—had adopted budgets for fiscal year 2009.b 

· As of early August 2008, there were 13 states implementing or considering cuts that would eliminate or reduce health care services for low-income individuals.
· The National Governors Association supported Senator Rockefeller’s amendment to the economic stimulus package considered in the Senate Finance Committee in January, which included $6 billion in a block grant and $6 billion in additional Medicaid assistance to states.
· The National Conference on State Legislatures has urged Congress to establish emergency assistance to states within the Medicaid statute. 
· A $1 increase in federal Medicaid spending and grants to states would boost the GDP by $1.36—in turn protecting and generating jobs, wages, and business activity.
ANCOR Supported This Successful Strategy in 2003, Averting Worse Provider Cuts
Remember, this temporary approach was taken in 2003 when Congress and President Bush agreed to $20 billion—$10 billion in state relief and $10 billion in additional federal Medicaid funding.  The successful bipartisan injection of additional Federal funding helped avert more significant cuts, and in some cases, reverse Medicaid cuts.
· Congressional Budget Office Director Peter Orszag testified before the Senate Finance Committee that a temporary increase in federal Medicaid FMAP would help stimulate the economy and cited that half of the states reported that the 2003 increased matching rates enabled them to avoid or delay making cuts—or to make smaller cuts—to their Medicaid program.

Talking Points for Your Message to Capitol Hill  

Second Stimulus Package Must Include Fiscal Relief and an Increase in Federal Medicaid Funding
· Tell your Senators and Representatives how this economic downturn is affecting your ability to provide supports to people with disabilities.
· Tell your Senators and Representatives how important the Medicaid program is in supporting people with disabilities to live and work in the community.
· Ask them to include—as part of any second economic package—temporary fiscal relief that includes an increase in Federal Medicaid funding (Medicaid FMAP).
Remind them of the following:
· Temporarily increasing Federal Medicaid funding (FMAP) is an effective way to stimulate the economy.   This injection of new federal dollars into state economies has a measurable effect on states’ business activity, wages, and jobs. Increasing federal Medicaid spending amplifies this effect.   See chart on H.R. 5268 effect on of a 2.75 percent increased in federal Medicaid matching rate on states.
· Temporarily increasing the FMAP is a proven strategy for stimulating the economy.  During the last significant economic downturn in 2003, Congress included an FMAP increase in its economic stimulus package. These funds were a vital source of economic support at that time, and can be again in 2008. 
· Temporarily increasing the FMAP provides immediate relief to state and local economies. Unemployment and lack of health care coverage increase in a downturn.  In turn, Medicaid enrollment and spending increases when the economy declines. This requires states and localities to spend more money at a time when they have less revenue and strained budgets. 

A must feature of a second economic stimulus package  before Congress adjourns should be an increased Federal medical assistance percentage (Medicaid FMAP) and other state and local fiscal relief!


to Include State Fiscal Relief—Including Additional Federal Medicaid Funding—in a Second Economic Stimulus Package. 








