State Fiscal Relief is Necessary to Help States Maintain Health Care Services 
As of mid-December, 19 states already were reporting that they face budget shortfalls for fiscal year 2009 (which begins for most states on July 1).  Fourteen of them have quantified their projected shortfalls, which total at least $29 billion for these states alone.  The number of states facing shortfalls is expected to rise sharply in coming weeks as more states complete budget reviews and governors unveil their 2009 budgets.  Moreover, unless they are postponed or overturned, a series of Medicaid regulations will also shift more costs to states at a time when the states can ill-afford it. 
· Because virtually all states must balance their budgets each year, the drop in revenues that results from an economic slowdown causes serious problems, forcing states to raise taxes or cut spending in the middle of a recession and thereby further weakening the economy.  

· States typically institute hefty cuts in health care, education, and aid to local governments during economic downturns.

· Yet, as our economy faces a recession and state fiscal conditions deteriorate nationwide, increasing rates of unemployment will lead to increased Medicaid enrollment and, subsequently, increased Medicaid costs.   But to balance their budgets during downturns, history shows that states often cut health care during recessions at precisely the time that vulnerable Americans need the services most. 
· Temporary fiscal relief can enable states to minimize these budget cuts and tax increases.  

What Should be Done?
During the last recession, state cutbacks eliminated public health coverage for more than 1 million Americans; many more would have lost coverage if Congress had not provided states with $20 billion of federal fiscal relief.  Congress can pursue a similar path now to prevent people from losing healthcare. 

· As in 2003, Congress should provide fiscal relief in the form of both general aid and a temporary increase in the federal Medicaid matching rate (FMAP) to help minimize cuts in health coverage.  
· Quickly enacting a temporary increase to the FMAP will help states sustain their Medicaid programs at a time when they might otherwise be forced to make deep cuts.

· By responding rapidly, Congress could help avert health care cuts throughout the country.  And, as in 2003, a short-term increase in the FMAP could preserve coverage for millions of vulnerable Americans who rely on Medicaid while stabilizing state budgets and strengthening state economies. 

