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H.R. 5268: A Temporary FMAP Increase is Good Medicine for State Economies and Workers

With the economy continuing to decline, further economic stimulus is important to states. 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). 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 cutting them when families most need help—while simultaneously facilitating
national economic recovery.

Temporarily increasing the FMAP is an effective way to stimulate the economy.

e Tor every dollar a state spends on Medicaid, the federal government already contributes a matching amount
of money that the state would not otherwise get. This matching percentage (the FMAP) varies by state, with
the lowest-income states receiving the largest matching rates.

e This injection of new federal dollars into state economies has a measurable effect on states’ business activity,
wages, and jobs. The new dollars pass from one person to another in successive rounds of spending,
generating additional business activity, jobs, and wages that would not otherwise be produced. Economists
call this the “multiplier effect.” Increasing federal Medicaid spending amplifies this effect.

Temporarily increasing the FMAP is a proven strategy for stimulating the economy.

e During the last significant economic downturn in 2003, Congtress 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.

e The increase in federal dollars in states generates business activity, jobs, and wages that states would not
otherwise see. H.R. 5268 would increase the federal Medicaid matching rate by 2.75 percent for five quarters
(potentially October 2008 — December 2009) for every state.

Temporarily increasing the FMAP provides immediate relief to state and local economies.

e Medicaid enrollment (and hence, 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. An increased
FMAP gives immediate relief to states and localities—who are saddled with increasing Medicaid costs—and
allows them to continue the program without cutting eligibility or services.

e Without help from the federal government, states would be forced to reduce spending (often by cutting
Medicaid). This further aggravates an economic downturn. Increasing the FMAP allows state Medicaid
programs to sustain their spending on health care goods and services, which buffers the economy.

The table on the next page shows the amount of additional business activity, jobs, and wages that would be
generated in each state with a temporary increase its FMAP rate under H.R. 5268.
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Effect of an Increase in Federal Medicaid Matching Payments on State Economies (as proposed in H.R. 5268),
October 2008 - December 2009

Additional Federal

Additional Business Additional Additional
Supp(‘)rt .for Activity Jobs Wages
Medicaid
Alabama $144,099,000 $242,700,000 2,600 $88,300,000
Alaska $64,106,000 $96,800,000 900 $35,400,000
Arizona $340,875,000 $578,600,000 5,300 $217,600,000
Arkansas $150,142,000 $236,700,000 2,600 $86,700,000
California $1,442,915,000 $2,873,600,000 25,000 $1,021,400,000
Colorado $116,806,000 $226,200,000 2,100 $80,100,000
Connecticut $167,572,000 $280,400,000 2,500 $100,900,000
Delaware $44,085,000 $66,800,000 500 $21,400,000
Florida $783,103,000 $1,389,300,000 14,100 $518,900,000
Georgia $243,976,000 $480,300,000 4,400 $168,700,000
Hawaii $60,444,000 $101,900,000 1,000 $37,900,000
Idaho $47,432,000 $77,100,000 900 $28,800,000
Illinois $448,135,000 $896,000,000 7,900 $307,800,000
Indiana $216,699,000 $377,300,000 3,700 $133,400,000
Towa $104,131,000 $168,900,000 1,900 $60,900,000
Kansas $85,721,000 $145,200,000 1,500 $49,300,000
Kentucky $179,076,000 $294,800,000 2,900 $101,800,000
Louisiana $317,679,000 $540,800,000 6,100 $196,200,000
Maine $78,784,000 $132,400,000 1,500 $50,100,000
Maryland $217,318,000 $386,200,000 3,300 $132,900,000
Massachusetts $438,530,000 $765,400,000 6,600 $271,500,000
Michigan $321,901,000 $539,800,000 5,400 $201,300,000
Minnesota $268,308,000 $476,700,000 4,400 $175,200,000
Mississippi $158,686,000 $250,300,000 2,800 $90,200,000
Missouri $278,013,000 $490,800,000 4,600 $160,800,000
Montana $30,886,000 $49,300,000 600 $18,400,000
Nebraska $62,072,000 $100,700,000 1,100 $36,200,000
Nevada $81,530,000 $126,700,000 1,200 $46,300,000
New Hampshire $42,978,000 $71,100,000 600 $24,300,000
New Jersey $290,807,000 $548,200,000 4,400 $182,500,000
New Mexico $134,429,000 $214,100,000 2,300 $79,000,000
New York $1,805,626,000 $3,004,800,000 25,100 $1,040,600,000
North Carolina $386,858,000 $677,600,000 7,000 $247,800,000
North Dakota $25,240,000 $38,400,000 400 $13,500,000
Ohio $487,671,000 $875,100,000 8,700 $312,400,000
Oklahoma $187,613,000 $338,500,000 3,900 $122,800,000
Oregon $128,247,000 $215,800,000 2,100 $77,300,000
Pennsylvania $629,954,000 $1,184,900,000 10,600 $406,600,000
Rhode Island $66,546,000 $106,800,000 1,000 $36,600,000
South Carolina $139,070,000 $248,000,000 2,700 $88,700,000
South Dakota $22,866,000 $35,000,000 400 $12,900,000
Tennessee $280,620,000 $505,100,000 4,500 $176,600,000
Texas $1,110,201,000 $2,242.500,000 21,300 $790,700,000
Utah $68,853,000 $130,400,000 1,400 $46,900,000
Vermont $40,580,000 $59,900,000 600 $22,100,000
Virginia $206,307,000 $358,100,000 3,200 $123,000,000
Washington $247,214,000 $442,600,000 4,100 $157,800,000
West Virginia $101,173,000 $147,700,000 1,500 $51,600,000
Wisconsin $195,631,000 $328,300,000 3,300 $121,000,000
Wyoming $17,738,000 $24,900,000 300 $9,400,000

Families USA calculations, July 2008. Calculations are based on the 2007 Regional Input-Output Modeling System (RIMS 1I) and Center on Budget
and Policy Priorities’ estimates of federal funds states would receive from H.R. 5268. RIMS 11 is produced by the U.S. Department of Commerce,
Bureau of Economic Analysis.



