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	The Honorable Harry Reid

Senate Majority Leader

United States Senate

Washington, DC 20510


	The Honorable Mitch McConnell

Senate Minority Leader

United States Senate

Washington, DC 20510



	The Honorable Nancy Pelosi

Speaker of the House

United States House of Representatives

Washington, DC 20515


	The Honorable John Boehner

House Minority Leader

United States House of Representatives

Washington, DC 20515




Dear Senator Reid, Senator McConnell, Speaker Pelosi and Representative Boehner:
I am writing on behalf of all of the state Medicaid directors to request that a temporary increase to the FMAP be included in the upcoming Economic Stimulus package.  Because of the nature of the Medicaid program, enrollment and costs increase at exactly the same time that State revenues decrease during difficult economic times.  Also because economic conditions tend to be cyclical, it is likely that the crucial need for more federal revenues to maintain our Medicaid program at current levels will be time limited; when the economy improves, State revenues rebound, enrollment declines, and the need for additional federal funds subsides.
Many states lack the ability to quickly increase revenues or to employ deficit spending to fill that gap. States, which generally have less fiscal flexibility than the federal government, are forced into taking short term budget cutting actions. History shows that states are often forced to cut benefits, limit eligibility, and reduce provider rates during periods of fiscal stress. As a state’s economy fluctuates (improves or declines) relative to the national average the amount of federal funding provided is adjusted (decreased or increased).   As such, generally the annual adjustments to a state’s FMAP are relatively small.  Such a formula is only appropriate with a stable economy over time and is not designed to account for artificial spikes in a state’s economy caused by one-time occurrences.

An Increased FMAP Helped States Before 

A similar bill was passed in 2003, which provided a 2.95% increase in the FMAP rate over 15 months.  At that time, Congress tied the FMAP increase to a mandate that states which accepted funds could not create more restrictive eligibility criteria.  This increase would temper the need for states to take budget driven rate cuts. Rate decreases might still happen in the states hardest hit economically, but would be smaller and less painful than they would be without Congressional action. Congress has heard and acted on the concern of the physician community concerning the adequacy of Medicare rates. Medicaid rates are almost always less generous than Medicare rates, and the consequences of cuts would be potentially even more severe than in the Medicare program. 
An Increased FMAP Would Impact the Larger Economy

If low-income persons who previously did not have insurance for themselves and/or their children, were able to obtain Medicaid coverage, they may be willing to spend money on other things, knowing they had medical coverage—at least for their children.  This, too, would stimulate spending and put more money into the economy.  Many health care providers are reliant upon Medicaid funding, and these cuts could cause serious damage to local economies and institutions.  This is especially true in rural areas, where the local hospital or nursing home is likely to be a major contributor to the regional economy. In addition, higher FMAP means more investment in the health care sector.   The outlook for health care is critical to maintain jobs and family income in these times of slow growth.  In the past three months, one state added 6,800 new jobs to one employer’s payrolls -- 5,700 of these new jobs were in the Health Care and Social Assistance sector.  
Sincerely,
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Ann Clemency Kohler

Executive Director
National Association of State Medicaid Directors

**810 First Street, NE, Suite 500*Washington, DC 20002**
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