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Ready to Fight! * Ready to Lead! June 28 — July 2,2010




Saving Main Street Jobs – Understanding the Urgency and Importance of State and Local Government Aid
Last year, during the depth of the recession, Congress passed the American Recovery and Reinvestment Act (Recovery Act).  The top legislative priority for AFSCME at that time was securing two primary forms of state fiscal relief: an increase in federal funding for the Medicaid program and state education assistance.  Together, they provided states with nearly $140 billion that helped avert major staff and service cutbacks.  

Although the economy is improving now, unemployment, which surged during the recession, will remain very high for some time.  Recent job growth is well below levels that would make a meaningful dent in the unemployment rate.  Fifteen million people are officially unemployed with five job seekers competing for each available job.

High unemployment levels and a slow economic recovery continue to limit revenue from state and local income, sales and property taxes.  States face an estimated $180 billion shortfall for the upcoming fiscal year while the shortfall for cities is projected to be around $40 billion, the worst outlook in 24 years.

As a result state and local governments are projecting more layoffs and furloughs for the fiscal year that begins July 1, 2010.  According to some estimates, the cutbacks state governments alone would have to make without additional federal assistance could lead directly and indirectly to a loss of 900,000 jobs. 

A failure to address these large shortfalls will mean more state and local government furloughs and layoffs.  These actions in turn will slow down economic activity in local areas and weaken essential public services, such as public health, education, social services, sanitation, public safety and other services.  

Central to AFSCME’s legislative program this year is a three-pronged strategy to provide federal financial assistance to state and local governments in order to maintain crucial public services and sustain the economic recovery more broadly.  

It involves extending the fiscal assistance provided in the original Recovery Act and building support to pass a new bold program of jobs and fiscal assistance to local governments:

Extend the Recovery Act Medicaid Funding for Six Months

The Medicare program is the largest expenditure in state budgets.  It provides health and long-term care coverage to more than 59 million Americans.  Funding for the program is shared by the states and the federal government.  The federal government’s share is called the Federal Medical Assistance Percentage (FMAP).  

The Recovery Act increased the federal share of Medicaid costs which soared during the recession as more unemployed families qualified for assistance.  The FMAP increase ends in six months on December 31, 2010, in the middle of the upcoming fiscal year for most states.

Without a continuation of this assistance for the remaining six months of the new fiscal year, states will have to close budget gaps with brutal cuts or unpopular tax increases.

Both the House and Senate approved a six-month extension of Medicaid relief in the spring of 2010, and final action on the legislation was imminent in May.


Extend the Recovery Act Education Assistance for Six Months
The Recovery Act established a State Fiscal Stabilization Fund (SFSF) which protected over 300,000 education jobs, plus another 100,000 public service jobs nationwide; prevented or minimized tuition increases at public universities and colleges; and initiated much needed modernization and repair of public school facilities and public institutions of higher education.  However, this funding ends on December 31, 2010 even though state and local budget crises are threatening education funding.  

A failure to continue the SFSF funding will lead to major cuts in education spending and zero out the gains of the initial investment. Further, other public services will likely face cuts as states try to limit the education cuts by reducing funding elsewhere.  For school districts it will mean major layoffs and furloughs, larger class sizes and the elimination of many school programs.  Experts say the looming cuts could weaken public schools, worsen unemployment, undermine school reform efforts and widen the achievement gap between students in wealthier and low-income districts.

Several bills in Congress would extend the state education fund.  They include the Keep our Educators Working Act of 2010 (S. 3206), introduced in the Senate by Senator Tom Harkin (D-IA), and the Local Jobs for America Act (H.R. 4812), introduced in the House of Representatives by Representative George Miller (D-CA).


Create One Million Local Government, Non-Profit and Private Sector Jobs

The Local Jobs for America Act is a new $100 billion two-year program which would send $75 billion to local governments.  

Of the $75 billion, $52.5 billion (70 %) would go directly to local communities with at least 50,000 residents and $22.5 billion (30%) to states to distribute to smaller localities.  

The funds would be used to retain existing employees or hire new ones.  All jobs must be full-time, full-year positions in existing job classifications, and they must comply with all applicable federal, state and local laws, personnel policies, regulations and collective bargaining agreements.  Up to 25% of the funds could be used to create jobs in non-profit agencies.
In addition to the $75 billion program, $500 million would support 50,000 on-the-job training positions in the private sector.  H.R. 4812 also includes the following provisions: 

1 $23 billion this year to help states support 250,000 education jobs (SFSF);

2 $1.18 billion to retain or hire 5,500 law enforcement officers; and

3 $500 million to retain and hire firefighters.

H.R. 4812 has over 150 co-sponsors in the House of Representatives and has strong support from organized labor, local government officials, civil rights, human needs and religious groups.  
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