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January 28, 2008
Dear Senator:

The revenue reductions and Medicaid increases that accompany all economic downturns, in combination with state balanced budget requirements, are forcing states and localities to cut spending as the economy weakens.  In order to protect people with mental retardation, developmental and other significant disabilities in the face of a growing economic downturn, the American Network of Community Options and Resources is urging you to include countercyclical funding in the form of a temporary increase in the federal medical assistance percentage (FMAP) and state grant relief in any economic stimulus package that the Finance Committee considers.  
At least 25 states face budget shortfalls in FY 2009--with 19 of these states (e.g., Arizona, Iowa, Kentucky, Massachusetts, Maine, New York, Nevada, and New Hampshire) already estimating combined deficits of at least $32 billion (or, on average, at least 8% of state FY 2008 general funds); another six reporting that they will have deficits that will need to be closed for fiscal year 2009 (e.g., Michigan); and three others projecting budget gaps further down the road in FY 2010.  This brings the total number of states identified as facing budget gaps to 28. 
ANCOR believes that a temporary federal Medicaid FMAP and other grant relief to states meets the nation’s goals of timely, temporary, and targeted relief.  It would not only prevent steps that states typically take to reduce the increased pressures on their Medicaid programs—cutting benefits, eligibility and reimbursement rates—but avert those actions taken in past recessions which resulted in both immediate and lingering adverse affects on beneficiaries, providers, and our entire health and long-term service delivery systems.  The real effect has yet to be felt in the losses in state and local property tax revenues as a result of the housing crisis; billions in federal Medicaid funding withdrawn as a result of new taking effect this year; the negative effects that state, local, and business employee lay offs and cancelled contracts have on state and local economies; longer periods of unemployment; and the rise in the number of uninsured children and families.  

Now, as it was when Congress took similar action in 2003, a temporary FMAP increase and other state fiscal relief will help protect people with significant cognitive and physical disabilities who depend upon Medicaid and other social services. This time, we must get out in front of assistance to protect the health and long-term needs of our nation’s most vulnerable citizens. 

The nation’s governors have urged such relief, the Congressional Budget Office has testified to success of such relief to states following such action in 2003, and many leading economists are urging such assistance.
Sincerely,
Suellen Galbraith
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