December 10, 2009

The Honorable Nancy Pelosi The Honorable Harry Reid
Speaker Majority Leader

U.S. House of Representatives United States Senate
Washington, DC 20515 Washington, DC 20510

Dear Madam Speaker and Majority Leader Reid:

As you work to develop a jobs bill to address the weak economy, we write to urge you to
include fiscal relief for states and local governments in order to strengthen the national economy.
Fiscal assistance to states and localities, as most states confront large budget deficits, constitutes an
effective economic stimulus that preserves and creates jobs that would otherwise be lost. State and
local fiscal assistance should be a vital component of any jobs package. We urge you to extend
Medicaid assistance and stabilization funding to state and local governments for at least one
year, and additional funding for state and local government services.

Fiscal relief under the American Recovery and Reinvestment Act (ARRA)- also known as
the “Recovery Act” has lessened the severity of the recent recession and minimized spending cuts
and the number of jobs lost. This federal assistance is allowing states to meet their Medicaid and
education obligations without cutting programs more deeply, thereby avoiding the adverse
economic effects that would entail. Further, the Congressional Budget Office and economist Mark
Zandi have found that a temporary increase in fiscal relief to state and local governments has a very
high economic “bang for the buck.”

The additional federal Medicaid assistance provided under the Recovery Act is slated to end
with a “cliff” on December 31, 2010. By this time, states also will largely have exhausted the
Recovery Act’s State Fiscal Stabilization Fund, which funds education and other critical
government services. States are preparing to cut spending and increase taxes in the coming months
to balance their budgets for the upcoming fiscal year that ends on July 1 in all but four states.
States will have to impose deep cuts to close an estimated $260 billion shortfall (net of available
ARRA funds) in FYs 2011 and 2012 if Congress doesn’t extend relief or phase it out gradually
over time. For example, many governors have already announced plans to eliminate public sector
jobs, decrease funding to safety-net providers and scale-back Medicaid coverage once Recovery
Act funds expire. These state budget cuts will have a ripple effect throughout the economy, and
according to economic measures, could result in the loss of 900,000 jobs.

We urge you in the strongest terms possible to extend fiscal relief in the jobs bills currently
being considered in Congress. Thank you for your consideration and we look forward to working
with you on job preservation and creation in order to ensure a timely economic recovery.
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