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Chairman Yarmuth, Ranking Member Womack, and members of the Budget 
Committee, my name is Kimberly Murnieks, and I am Director of the Ohio Office of 
Budget and Management. I am honored to be with you today to discuss why federal 
investments in states, like Ohio, matter.  
 
As Director, I serve as the Chief Financial Officer for the great state of Ohio under the 
leadership of Governor Mike DeWine, overseeing the office that develops, coordinates, 
and monitors the individual budgets of state agencies, provides the Governor and 
administration with policy analysis, and accounts for and reviews state financial 
transactions made with public funds. 
 
 

The Federal-State Relationship and Our Economic Outlook 
 
I would first like to express Ohio’s appreciation for this Committee’s work on the 
Bipartisan Budget Act of 2019, which provides stability and certainty for states regarding 
federal budget partnerships through September 30, 2020. Discretionary federal funding 
supports Ohio’s citizens in crucial areas including health, education, housing, public 
safety, community development, job training, transportation, mental health and 
addiction, and many other programs that are vital to the citizens of Ohio. As I will 
discuss today, Ohio’s biennial state budget, signed into law by Governor DeWine in July 
2019, supports these initiatives as well; however, without discretionary federal funding, 
many of these areas would be drastically cut or become unfunded.  

http://www.obm.ohio.gov/
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To understand our budget picture, it is important to first discuss our state and national 
economic outlook. According to our forecasts and economic indicators, Ohio’s economy 
is likely to continue expanding in 2020. Nationally, inflation is tame, the Federal Reserve 
has reduced its policy interest rate, credit remains widely available at moderate cost, 
and the price of oil is near the middle of its range of the last two years. Nonfarm payrolls 
across the country increased by 145,000 jobs in December. The October and 
November increases were strong, 156,000 and 256,000, respectively. In Ohio, nonfarm 
payroll employment increased by 6,700 jobs in November. Our unemployment rate is 
down to 4.2 percent, from 4.6 percent in December 2018, and our labor participation 
rate, those in the workforce or actively seeking work, increased from 62.3 percent to 
62.9 percent.  
 
During Ohio’s Fiscal Year 2019, economic expansion led our General Revenue Fund 
(GRF) to again surprise on the upside, with revenues outperforming estimates, 
Medicaid spending falling well below estimate, and a year-end fund balance that was 
$756 million above estimate. Ohio’s budget surplus allowed us to transfer $312 million 
to various state funds to pay for executive and legislative priorities such as school bus 
purchases, tobacco use prevention, opioid treatment, and clean water programs. After 
those transfers, the state GRF had $665 million left to carry into Fiscal Year 2020 in 
support of a significant income tax cut – a four percent cut in all tax rates on top of 
extending the zero tax rate bracket up to $21,750 in income – and to fund other 
priorities. 
 
Ohio values the federal-state relationship and the impact that we make by working 
together. The State of Ohio manages $28 billion in federal grant funds each year, which 
is roughly 40 percent of our state budget. $7.5 billion of these funds come from 
discretionary grant programs. Federal grants in Ohio are administered by 36 different 
state agencies, utilizing 58 different systems and tools, with approximately 800 state 
employees dedicated to grant administration and compliance. Ohio recognizes the need 
to become more efficient and streamline state grant processes, but we cannot do this 
alone. Ohio plans to leverage the federal grant reporting standardization made possible 
by the recently-signed Grant Reporting Efficiency and Agreements Transparency 
(GREAT) Act, which will assist Ohio in reducing redundancy of staff and local 
government efforts by limiting the burden of compliance reporting and making sure key 
dollars translate to program delivery rather than administrative overhead. 
 
Our partnership with the federal government is important as we work every day to 
ensure that Ohio is a great state to live, work, and raise a family. As Governor DeWine 
said in his first State of the State address, our focus is “on people, not on bureaucracy”. 
We need the regulatory flexibility to address the individual needs of our citizens instead 
of continuing to focus hundreds of state and local employees on simply meeting the 
requirements of burdensome, duplicative and sometimes conflicting, federal strings.  

 
 
 
 

http://www.obm.ohio.gov/
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What Ohio is Doing 
 
In the one year and one day since becoming Ohio’s budget director, I have been 
traveling throughout the state to visit with local officials and discuss ways to better 
collaborate to serve the citizens of Ohio. I have learned that our local governments find 
it difficult to navigate the grants administration processes. Right now, we do not have a 
single, common state source that identifies federal pass-through funding opportunities 
because grants are currently handled differently by each respective state agency. We 
also encounter challenges with duplicating work effort, especially at the onset of 
applying for funding opportunities. Applications for funding vary by state agency, usually 
due to federal requirements, but largely require similar information. This information 
must be entered each time an applicant applies for a grant. Our local partners have 
expressed these challenges to be a drain on their resources and a hinderance to 
seeking potential funds which could help their community.  
 
I am concerned that the communities with the most need do not have the resources to 
apply for grants. Ohio is breaking down these silos to maximize efficiencies, streamline 
processes, and improve funding transparency by creating a grants department within 
the budget office to coordinate across agencies. Ohio provides over $4 billion a year in 
federal funds directly to subrecipients and it is imperative that we make sure these 
funds connect to those with the greatest need. Our plan will ensure that Ohio is a leader 
in streamlining and coordinating grants and we will improve upon our ranking of 24th 
when it comes to federal revenue as a percent of state-local general revenue (see State 
Policy Reports V37, Issue 21, Nov 2019).  
 
Today, I would like to share a few examples of programs where Ohio has brought 
together state and federal budget resources to address pressing problems facing our 
citizens.  
 
 
Multi-System Youth 
 
A great example of why the federal-state-local partnerships matter is illustrated by 
Ohio’s focus on assisting families with multi-system youth – children who are involved in 
two or more child-serving systems, including children services, developmental 
disabilities, mental health and addiction, and juvenile justice. As Governor DeWine 
stated, “too many families lack access to the care that their children need to be happy 
and healthy. For some families, this results in parents making the unfathomable choice 
to relinquish custody of their child to help them get the care they need.” When parent’s 
relinquish custody, “it’s tragic that Ohio’s children can end up across the state or country 
from their homes.” As a result of Governor DeWine’s leadership, four executive branch 
departments, three county-level associations, and many non-profit organizations are 
now working together to coordinate care and provide funding for services for these 
children and their families. In state Fiscal Year 2020, Ohio dedicated $31 million in new 
state funding to break down the existing barriers. In many cases, the new state funding 
is being used to support individual children with extremely complex needs eligible for 

http://www.obm.ohio.gov/
https://twitter.com/Ohio_OBM
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federal Medicaid and Title IV-E. When combined in a coordinated fashion, these layers 
of funds can produce better outcomes for children and families. The investments 
include:   
 

• The Department of Mental Health and Addiction Services, through the Ohio 
Family and Children First Councils, focus on cross-system collaboration and 
identifying best practices across the state for serving children and their families 
that are involved in multiple state systems.   
 

• The Departments of Medicaid and Job and Family Services have jointly 
developed a state-level program to provide financial support to youth and families 
with complex needs who are at risk of custody relinquishment or have already 
been relinquished to the foster care system to help return these children to their 
families.  
 

• The Department of Job and Family Services works with county Public Children 
Service Agencies who work with families to prevent further custody 
relinquishments and supports the costs of those in congregate care.  
 

• The Department of Developmental Disabilities is using their portion of funds to 
provide grants to numerous organizations to provide training for providers to 
identify multi-system youth and recognize their special needs, planned respite 
care for families, and developing telepsychiatry for youth statewide.  

 
Ohio is focused on providing children the services they need while avoiding custody 
relinquishment whenever possible. Investing in our children is investing in our future and 
we welcome more flexible federal funding to allow us to do even more for these children 
and their families. 
 
 
Lead Exposure 
 
Governor DeWine and his administration are focused on protecting children from lead 
exposure by coordinating the efforts of six state agencies to create a multi-pronged 
approach that better leverages our shared priorities with our federal partners. As 
Governor DeWine has said many times, “it is unconscionable…that in 2019, there are 
still children whose opportunities are stifled because they live in a home where they are 
exposed to lead paint. No child should be poisoned in their own home.” We are 
appreciative of the $44 million Ohio received from the U.S. Department of Housing and 
Urban Development for lead hazard control and have invested over $20 million of state 
dollars to complement this partnership. Ohio is the third state in the nation to have 
completed a state plan amendment to the Centers for Medicare & Medicaid Services 
(CMS) which allows Ohio to direct $5 million per year to lead hazard control and the 
establishment and maintenance of a Lead-Safe rental registry statewide. Over 150 
homes have had their lead hazards abated and Ohioans can now locate lead-safe 
rental housing. 

http://www.obm.ohio.gov/
https://twitter.com/Ohio_OBM
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• Every year, thousands of Ohio children under the age of six are found to have 
blood lead levels above CDC’s reference value of five micrograms per deciliter. 
Undoubtedly, there are countless more who have never been tested at all and 
would test positive for lead exposure.  
 

• In 2019, Ohio created a new lead abatement income tax credit with a maximum 
of $10,000 for eligible individuals who have incurred expenses to test for lead 
and make their homes lead-safe.  
 

• To assist those children who have dangerously high levels of lead in their blood, 
Ohio invested an additional $24 million for the Department of Developmental 
Disabilities’ Early Intervention Program to help provide physical, speech, and 
occupational therapy services.  
 

• In addition to existing funding streams, Ohio has increased direct state funding 
for lead poisoning prevention by $22 million for state Fiscal Year 2019-2020. 
 

• The new approval from CMS includes significant changes that will greatly 
improve the effectiveness of the Medicaid/Health program. In the past, some 
types of home owners were required to provide a financial contribution toward 
the total cost of lead abatement projects, and all homeowners were required to 
provide proof of homeowners’ insurance and copies of birth certificates 
documenting the age of children living in the home. These requirements were 
removed to provide additional flexibility for property owners and their tenants. 

 
 
RecoveryOhio 
 
Ohio’s mental health and addiction crisis impacts every county, city, town, and village. 

Immediately after taking the Oath of Office, Governor DeWine signed an Executive 

Order creating the RecoveryOhio Initiative to address critical matters concerning mental 

illness and substance use prevention, treatment, and recovery support services. Ohio’s 

operating budget reflects Governor DeWine’s commitment to helping those with mental 

health and substance use disorders. The budget also reflects his dedication to assisting 

local schools, law enforcement, businesses, and other agencies that are also facing the 

consequences of this public health crisis. The flexible use of federal dollars is critical to 

addressing the wide array of issues as illustrated by the 23 executive branch 

departments and numerous others that are working together in Ohio to tackle this issue 

that affects so many different aspects of people’s lives. Recent progress has been 

made through the Consolidated Appropriations Act, 2020, which will ultimately allow 

states much needed flexibility to continue combatting the ever-evolving drug epidemic. 

Ohio has been proactively working to leverage our state opiate response and state 

treatment response grants with other sources of funding to expand services and bridge 

gaps in our existing treatment and recovery systems. 

http://www.obm.ohio.gov/
https://twitter.com/Ohio_OBM
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• In Fiscal Year 2019, the Ohio Department of Job and Family Services (ODJFS) 
began issuing State Opiate Response (SOR) funds to its local workforce areas 
and OhioMeansJobs centers to supplement their opiate-related grant dollars from 
U.S. Department of Labor, and a state investment from our Bureau of Workers 
Compensation funds. The SOR dollars enabled the state workforce authority to 
enhance services for employers of people with opioid use disorder, and to serve 
new populations who may not qualify for other programs. Six of the 20 local 
areas completed the SOR and federal reporting requirements training and two 
areas increased for career services, training, and supportive services provided to 
the SOR target population. 
 

• In Ohio, local Departments of Health can choose to operate overdose prevention 
training and distribution of naloxone kits to high risk populations. The programs 
are called Project DAWN (Deaths Avoided with Naloxone). The state opiate 
response and state treatment response grants were used to expand and 
enhance these overdose prevention efforts. The projects are currently working to 
implement 118 different distribution strategies with 27,750 kits to be distributed 
by September 2020.   
 

• The Ohio Board of Pharmacy operates the state Prescription Drug Monitoring 
Program, called Ohio Automated Rx Reporting System (OARRS). Ohio has been 
working to increase the capacity to provide Ohio Department of Mental Health 
and Addiction Services with detailed reports regarding opiate and Medication 
Assisted Treatment (MAT) prescribing throughout the state. Using state opiate 
response dollars, the Board of Pharmacy was able to expand their investigation 
team to provide regarding co-prescription of MAT and other medications 
including narcotics and benzodiazepines.  
 

• Leveraging state opiate response funding, the Medical School Curriculum project 
brings together all the medical schools in Ohio to develop a pain management 
and opioid use disorder curriculum across Ohio. The finished project contains 
lecture notes, power points, videos, exams and other resources and is scheduled 
for implementation in year two of the SOR project. 
 

• The Maternal Opiate Medical Supports (MOMS) program was developed with the 
Ohio Departments of Medicaid and Mental Health and Addiction Services, using 
both state and federal funding. This program serves pregnant and post-partum 
women with opioid use disorder. This program successfully increases access to 
MAT and other wrap around services. The MOMS program served 490 women 
across twelve sites. Statistics indicate that fewer infants are being born with 
Neonatal Abstinence Syndrome (NAS) and more infants are experiencing shorter 
neonatal intensive care stays as a result of the MOMS project. This program 
successfully develops the workforce of providers who work with the MOMS 
programs. 
 

http://www.obm.ohio.gov/
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• State opiate funds were used in conjunction with funds from the Ohio Attorney 
General’s office to create the OhioSTART Program (Sobriety, Treatment and 
Reducing Trauma). Ohio START is an intervention program providing intensive 
trauma counseling to children who have suffered maltreatment with substance 
use of a parent being the primary risk factor.  The program also assists parents 
of children referred to the program with their path to recovery from addiction. 
Family peer mentors are paired with a child welfare caseworker to provide 
intensive case management services. The pilot is in 46 counties which will each 
serve approximately twelve families at once. It served 900 individuals in the first 
year of operation. 

 
 
Reducing Bureaucracy 
 
In Ohio, we are leading the nation in eliminating burdensome bureaucracy and 
unnecessary regulations. We are making progress through initiatives like: 
 

• The Common Sense Initiative (CSI), which reviews business-impacting 
rules, helps businesses navigate regulatory obstacles, and leads initiatives to 
improve Ohio’s regulatory climate. Since its launch, CSI has reviewed nearly 
15,000 state agency regulations, and has identified 60 percent of those 
regulations as potential obstacles to Ohio businesses. All of those identified 
regulations were either amended or rescinded. 
 

• The “one-in-two-out” initiative, which requires the repeal of two old regulations 
each time a new regulation is adopted. The rule, similar to an executive order 
signed by President Trump in 2017, was signed into law this summer as part of 
the state operating budget.  

 
 

How States and the Federal Government Can Work Better Together 
 
One of Governor DeWine and Lt. Gov. Husted’s main priorities is building a better Ohio 
through job training and workforce innovations, streamlining regulations and 
modernizing the way government operates, while encouraging research, investment, 
and development. Ohio has more than 75 job training programs across twelve state 
agencies, many aligned with various federal agencies and regulations. We are focused 
on better coordinating these efforts to find economies of scale and maximize our 
resources, while also making the system easier for workers and employers to navigate. 
We know Ohio’s average working age is skewing older than the nation’s and we need to 
train today for tomorrow’s jobs. In the past, the biggest impediment for businesses 
seeking to locate or to expand in Ohio was our tax structure – we have addressed that. 
Ohio’s business climate reached the top three in Site Selection Magazine’s state 
rankings, making Ohio the top state in the Midwest. We continue to jump in several 
annual state business rankings: from 23 in 2011 to number ten today in CNBC rankings; 
from number 41 in 2011 to ninth today in Chief Executive’s annual CEO Survey; and a 

http://www.obm.ohio.gov/
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first-ever Top Ten in Area Development magazine’s ranking. Our capital city, Columbus, 
is the fastest-growing city in the Midwest, and our “three Cs” – Columbus, Cincinnati, 
and Cleveland – are all in Glassdoor’s Top 25 Best Cities for Jobs. 
 
Today, our employers’ biggest challenge is hiring qualified, skilled workers for high-
paying jobs. Ohio currently has over 65,900 open jobs that pay over $50,000 per year. 
Another encouraging sign is that more U-Haul trucks are coming into Ohio than are 
leaving, making us the company’s number seven net growth state for 2019. Dean 
Haske, president of the U-Haul Company of Ohio, said recently, “For years, we were 
part of the ‘Rust Belt’ and people were moving away. Now, we’re rebounding with jobs 
in the tech sector. Ohio has migrated from being a blue-collar state to offering some of 
the best white-collar jobs there are.”  
 
Ohio is strong and can be stronger without burdensome regulations. Now is the time for 
federal, state, and local partners to work together to streamline the various workforce 
development programs and funding sources to ensure that Ohio and other states can 
compete – and win – in the global economy. Doing so will allow us to direct valuable 
state and federal dollars directly to Ohio’s workforce, instead of to administration. In all 
the examples I have provided today, Ohio has worked within the regulations to get 
things done. Many of the examples required Ohio to obtain waivers from federal rules. 
Each waiver requires extensive paperwork and precious time – time that could be better 
spent in direct service of the needs of our citizens.  
 
Serving our citizens should not require waivers. Flexibility should be the rule and not 
considered an exception. We ask that you continue your efforts towards reducing the 
burdens on states so we can maximize the taxpayer dollars that we are all investing in 
our shared priorities.  
 
Mr. Chairman, Members of the Committee, thank you for holding this important hearing 
and for allowing me the honor to be here for this discussion. I am happy to answer any 
questions that you have today. 

http://www.obm.ohio.gov/
https://twitter.com/Ohio_OBM
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Chairman Yarmuth, Members - Thank you for the opportunity to speak to you 

today. Thank you to Ranking Member Womack for the invitation.  

I would like to share with you a brief overview of the budgeting and planning 

process in Arkansas.  

 

To do this, we must go back to the late 1920s and early 1930s. Arkansas was 

experiencing the great flood of 1927, a significant amount of road debt that was 

transferred to the state from counties and the overall Great Depression.  

 

As a result, Arkansas was struggling to maintain state services and defaulted on its 

debt.   

 

A variety of new taxes were implemented around this time to address the state’s 

budget needs. 

 

However, this didn’t solve the issue and the state needed a long-term solution. 

This was established through Amendment 20 to the state constitution. 

 



Amendment 20 states: Except for the purpose of refunding the existing 

outstanding indebtedness of the State and for assuming and refunding valid 

outstanding road improvement district bonds, the State of Arkansas shall issue no 

bonds or other evidence of indebtedness pledging the faith and credit of the State 

or any of its revenues for any purpose whatsoever, except by and with the consent 

of the majority of the qualified electors of the State voting on the question at a 

general election or at a special election called for that purpose. 

 

In simple terms, we are constitutionally barred from borrowing money without a 

vote of our citizens. Arkansas maintains a true balanced-budget approach to 

funding state programs. We do not commit state dollars until we have those 

dollars in hand and available to spend.  

 

Under Arkansas law, it is my duty as Secretary of the Department of Finance and 

Administration to see that the funds on hand and estimated to become available 

to each state agency are sufficient to maintain state services on a sound financial 

basis without incurring a deficit. 

 

As a consequence, we have developed programs and practices which build 

strength and financial reserves when times are good and safeguard our more 

important programs when times are bad. We must be prepared for whatever the 

future may bring.  

 

Our annual budgeting process doesn’t just allocate dollars to state programs – it 

also prioritizes spending. Agencies define spending priorities by applying an A, B, 



C or D to each category to represent its importance. Through this process, 

agencies make tough decisions but also have a clear understanding of what will 

take place in all budget scenarios.  

 

If the economy fails or revenues drop, we have a plan in place – in law actually –  

which will safeguard our most vital programs and cut those which can afford to be 

cut.  

 

Our state’s highest priority remains K-12 public education. It is funded first. That’s 

why, during the Recession in 2008-2009, Arkansas not only did not cut state 

funding for public schools, we actually increased funding for our schools.  

 

Lower priority programs – such as capital projects or major program expansions – 

are funded in Arkansas last and only if funding is available. If funds dry up, these 

programs are simply not funded.   

 

Another consequence of being barred from taking on debt is our need to build 

fund balances in support of our most important programs. Today, Arkansas 

maintains trust funds to support public education, Medicaid, employee pay raises 

and other programs. These trust funds exist to delay or avoid the need to cut 

budgets to these programs if revenues fall short. They roll forward from year to 

year, growing when times are good to help mitigate damage when times are bad.  

 

One concern that I would like to share with you is the increasing amount of 

federal funding for state programs being granted through a competitive process 



with a limited number of grant awards. This approach to distribution of funds 

often places smaller states like Arkansas at a disadvantage as some formulas are 

based on population. Additionally, the time frame in which a response is required 

may limit ability to formulate a plan that truly reflects the needs of the state. 

 

In order to safeguard state programs in the case of a recession and allow us to 

remain competitive when opportunities arise, Arkansas has recently invested in a 

series of reserve funds. Under Governor Asa Hutchinson, we maintain three such 

funds – the Restricted Reserve Fund, the Long-Term Reserve Fund, and the Rainy 

Day Fund. Each has a unique role to play. 

 

Since Governor Asa Hutchinson took office in January 2015, three of the largest 

individual income tax cuts in the state’s history have been implemented.  This 

includes a middle-income tax cut in 2015, a cut for low income Arkansans in 2017 

and an upper income cut that was effective January 1, 2020. These historic cuts, 

which reduced income taxes for each tax paying Arkansan, also reduced state 

revenue by hundreds of millions of dollars. Under Governor Hutchinson, income 

tax was also eliminated on military retirement and the grocery tax was reduced 

from 1.5 percent to slightly more than one tenth of a percent.  

 

However, all these tax cuts were absorbed without any changes or reductions to 

state services due to responsible budgeting and an economy that continues to 

expand. 

 



While the Arkansas economy remains in expansion, every year we are prepared 

for all scenarios in the economy. These scenarios consider reduced growth rates 

in key economic assumptions as we also check for model weaknesses in national 

forecasts.   

 

Federal funds remain a significant component of the day to day operation of state 

services. In Fiscal Year 2019, which ended in June 2019, federal dollars accounted 

for 29% of our total expenditures. The largest portion, approximately $6 billion, 

supports our Department of Human Services, which administers the state’s 

Medicaid program.  

 

While the largest portion of Federal funds are directed to Medicaid, the state 

Department of Education also receives a significant amount, approximately $539 

million in Fiscal 2019. The Arkansas Department of Transportation followed with 

$506 million.   

 

The Arkansas budget is presented each biennium. As we prioritize programs and 

projects, we do our best to anticipate any potential changes in Federal funding as 

this does account for almost one third of our overall budget.  However, with the 

federal government operating on a continuing resolution, we do feel a 

responsibility to dedicate resources to the ongoing development of contingency 

plans. A shutdown can have an immediate impact on our budget and more 

importantly, the day to day services we provide to Arkansans. Federal funds are 

critical to the stability of our budget over both the short term and the long term.  

 



We remain in close contact with our delegation and this is an issue we have 

shared with them.  

 

Leaders of Arkansas’ departments that administer our Federal funds report strong 

working relationships with Federal agencies. 

 

From education to health to highways, we appreciate and value the positive 

impact of Federal funds throughout the state.  

 

We must also acknowledge Federal Funds’ crucial role in addressing natural 

disasters and emergencies. In 2019, Governor Hutchinson and President Trump 

declared an emergency in the state due to immense flooding of the Arkansas 

River. While Arkansas maintains both a balanced budget and several reserve 

funds that can significantly help in these scenarios, a disaster of this scale requires 

immediate support in the form of Federal funds. Due to President Trump’s 

declaration and the work of FEMA, federal funds were made available at the time 

and remain available today for those recovering from the damage caused by this 

event. I believe the State-Federal partnership is at its best in these times of need. 

From Washington D.C. to those in Arkansas impacted by these events, it simply 

becomes people helping people. We are grateful for the decisions made here that 

allow for this partnership. It was Federal funding that allowed the establishment 

of the McClellan Kerr Navigation System in the early 1970s which has prevented a 

repeat of Arkansas’ 1927 flood, the worst in the state’s history and among the 

worst in the United States. 

 



As a result of the 2019 flooding, Governor Hutchinson established a Levee Task 

Force to study the state’s 92 levees and provide recommendations. Those 

recommendations were released in December. While several of the 

recommendations may be incorporated without outside assistance, we know 

Federal funds will be required to effectively maintain safe levees. Before making 

any request at the Federal level, it is up to the state to determine specifically what 

we hope to accomplish, and the amount needed to responsibly address this need. 

Understanding the importance of making this type of an ask of the Federal 

government, as a state we always carefully consider every need along with our 

own resources before bringing this before you. 

 

Again, thank you for the honor of speaking to you today. I look forward to 

answering any questions.  
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Chairman Yarmuth, Ranking Member Womack, and members of the committee, thank you for having me 

here today to talk about the importance of the federal budget to state and local governments. The views I 

am going to express today are my own and should not be attributed to the Tax Policy Center, the Urban 

Institute, the Brookings Institution, their boards, or their funders. 

In this short testimony, I’d like to make three main points: 

1. States and localities are key economic players and service providers. 

2. Both these roles are severely tested in recessions and other economic shocks. 

3. The federal government often steps in to help states and localities, but it could do more. 

States and Localities Power Much of the American Economy and Public Sector 

The nation’s 50 states and more than 90,000 local governments (counties, cities, towns, school districts and 

special-purpose districts such as water or transit authorities) spend nearly $3 trillion a year on goods, 

services, and transfers.1 They employ one of every seven workers—more than any other industry including 

health care, retail trade, and manufacturing and seven times as many as the federal government.2 Since 

World War II, they have contributed an average of 0.3 percentage points to real annual GDP growth.3  

States and localities fund more than 90 percent of and deliver nearly all public elementary and 

secondary education.4 They administer public colleges and universities, which enroll three-quarters of the 

nation’s higher education students.5 States and localities undertake nearly 80 percent of all government 

spending on roads, bridges, water utilities, and other infrastructure—excluding their spending from federal 

grants or subsidized loans.6  

Together with the federal government, states and localities provide subsidized health insurance to low-

income individuals and families and cover about half of all long-term care expenses through the joint-

                                                                            
1 “Table 3.3, State and Local Government Current Receipts and Expenditures,” National Income and Product Accounts 
(NIPA), US Bureau of Economic Analysis (BEA), last updated December 20, 2019, 
https://apps.bea.gov/iTable/iTable.cfm?reqid=19&step=3&isuri=1&nipa_table_list=5&categories=survey%20-
%20reqid=19&step=3&isuri=1&nipa_table_list=5&categories=survey.  
2 “Table B-1a. Employees on Nonfarm Payrolls by Industry Sector and Selected Industry Detail, Seasonally Adjusted,” 
Current Employment Statistics–CES (National), US Bureau of Labor Statistics, last updated December 6, 2019, 
https://www.bls.gov/web/empsit/ceseeb1a.htm.  
3 “Table 1.1.2, Contributions to Percent Change in Real Gross Domestic Product,” NIPA, BEA, last updated December 
20, 2019, http://apps.bea.gov/iTable/iTableHtml.cfm?reqid=19&step=3&isuri=1&Select_all_years=0&NIPA 
_Table_List=2&SERIES=A&FIRST_YEAR=1945&Scale=-99&LAST_YEAR=2019&Categories=survey&TheTable. 
4 Stephen Q. Cornman, Lei Zhou, Malia R. Howell, and Jumaane Young, Revenues and Expenditures for Public Elementary 
and Secondary Education: School Year 2015–16 (Fiscal Year 2016) (Washington, DC: US Department of Education, 
National Center for Education Statistics, 2018).  
5 “Table 303.10. Total Fall Enrollment in Degree-Granting Postsecondary Institutions, by Attendance Status, Sex of 
Student, and Control of Institution: Selected Years, 1947 through 2028,” Digest of Education Statistics, US Department 
of Education, National Center for Education Statistics, Institute of Education Sciences, accessed January 11, 2020, 
https://nces.ed.gov/programs/digest/d18/tables/dt18_303.10.asp?current=yes. 
6 Nathan Musick, Public Spending on Transportation and Water Infrastructure, 1956 to 2017 (Washington, DC: 
Congressional Budget Office, 2018). 



3 

federal-state Medicaid program.7 They administer critical parts of the social safety net including 

unemployment insurance, Temporary Assistance to Needy Families (TANF), the Supplemental Nutrition 

Assistance Program (SNAP, formerly known as the Food Stamp Program), and public housing.  

 

States and Local Governments Are Often Hard Hit in Recessions 

States and localities get roughly half their combined general revenue from taxes, another quarter from 

federal grants (mostly Medicaid), and the remainder from charges (including public college and university 

tuition, parking meter fees, public hospital payments, and highway tolls) and other sources.8 

Sales taxes, including business gross receipts taxes and separate taxes on motor fuel, cigarettes, and 

alcohol, are the single largest source of state and local tax revenue (18 percent of general revenue), followed 

by property taxes (17 percent) and individual income taxes (12 percent). 

State and local governments spend roughly two-thirds of their budgets on programs in education, 

health, and public welfare (a broad functional category defined by the US Census Bureau that includes 

Medicaid as well as TANF and other cash assistance and services for low-income residents). 

                                                                            
7 Marybeth Musumeci, Priya Chidambaram, and Molly O’Malley Watts, “Medicaid Home and Community-Based 
Services Enrollment and Spending” (San Francisco: Kaiser Family Foundation, 2019).  
8 Federal grants are a higher share of state (33 percent) than local general revenue (4 percent), although local 
governments receive a substantial share (36 percent) of funds from states that pass through federal grants. See Megan 
Randall, Tracy Gordon, Solomon Greene, and Erin Huffer, Follow the Money: How to Track Federal Funding to Local 
Governments (Washington, DC: Urban Institute, 2018). 
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States in particular tend to rely on procyclical revenues—ones that rise and fall with the economy. 

However, their spending is countercyclical, meaning that it generally rises in a downturn because of greater 

demands for public programs, especially those targeted to people who are low income or unemployed.9  

                                                                            
9 Glenn Follette and Byron Lutz, “Fiscal Policy in the United States: Automatic Stabilizers, Discretionary Fiscal Policy 
Actions, and the Economy” (Washington, DC: Federal Reserve Board, 2010); US Government Accountability Office 
(GAO), “Knowledge of Past Recessions Can Inform Future Federal Fiscal Assistance” (Washington, DC: GAO, 2011).  
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This potential mismatch between revenues and spending in their responsiveness to the business cycle 

creates problems for state and local elected officials, who must generally balance their budgets each year.10 

It also poses problems for the larger economy because tax increases and spending cuts undertaken to close 

projected budget deficits can undermine a national economic recovery.  

Economists have long noted the potential for such “fiscal perversity” at the state and local level, blaming 

it for prolonging the Great Depression and Japan’s Lost Decade of the 1990s, among other episodes.11 A 

related concern is regional downturns, such as the oil price shocks of the late 1970s, which may not be 

highly or even positively correlated with each other or national economic conditions.12 

Federal Policymakers Have Long Recognized Potential Harms from State and Local Belt 
Tightening  

In the 1970s federal policymakers experimented with various forms of countercyclical state and local fiscal 

assistance starting with the Local Public Works Capital Development and Investment Act of 1976 and 

                                                                            
10 Kim Rueben and Megan Randall, “Balanced Budget Requirements: How States Limit Deficit Spending” (Washington, 
DC: Urban Institute, 2017).  
11 Alvin H. Hansen and Harvey S. Perloff, State and Local Finance in the National Economy (New York: W. Norton & Co., 
1944); E. Cary Brown, “Fiscal Policy in the 1930s: A Reappraisal,” American Economic Review 46 (December 1956): 857–
79; Kenneth N Kuttner and Adam S. Posen, “The Great Recession: Lessons for Macroeconomic Policy from Japan,” 
Brookings Papers on Economic Activity 32 (2001): 93–186. 
12 Edward M. Gramlich, “Subnational Fiscal Policy,” in Perspectives on Local Public Finance and Public Policy edited by John 
M. Quigley, 3–27 (Greenwich, CT: JAI Press, 1987). 
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continuing through to extensions to the Comprehensive Employment and Training Act of 1973 and the 

Antirecession Fiscal Assistance program. However, aid was often poorly targeted, slow to arrive, and not 

spent quickly.13 

Countercyclical fiscal assistance then fell out of favor until the early 2000s, when the Jobs and Growth 

Tax Relief Reconciliation Act of 2003 (JGTRRA) appropriated $10 billion in one-time, population-based 

grants to states as well as $10 billion in Medicaid funds through a temporary increase in the federal 

matching rate. This aid was also criticized for slow delivery and grants that failed to reflect current economic 

conditions or underlying state fiscal capacity.14 

The American Recovery and Reinvestment Act (ARRA) of 2009 was the next major experiment with 

countercyclical fiscal assistance, directing nearly $290 billion to the nation’s state and local governments. In 

all, nearly half of ARRA spending dollars would flow through state capitols, city halls, county seats, school 

districts, and other local entities.15 ARRA also made substantial resources available to states and localities 

as general fiscal relief, or with few federal strings attached.  

 

ARRA worked faster than JGTRRA and many would argue it was more effective. Aid started to flow in 

the first quarter of 2009, retroactive to six months earlier. With JGTRRA, aid did not start until after the 

                                                                            
13 Advisory Commission on Intergovernmental Relations (ACIR), Countercyclical Aid and Economic Stabilization 
(Washington, DC: ACIR, 1978); GAO, “Antirecession Assistance: An Evaluation” (Washington, DC: GAO, 1977).  
14 GAO, “Federal Assistance: Temporary State Fiscal Relief” (Washington, DC: GAO, 2004). 
15 ARRA created individual income tax credits, expanded business tax incentives, and launched federal initiatives in high 
speed rail, health information technology, and an energy “smart grid.” At its peak (2009–12), it provided a fiscal impulse 
of about $700 billion (excluding the so-called “AMT patch,” which is best thought of as continuation of long-standing 
policy).  
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recession was already over—because of delays enacting the legislation, but also because the 2001 recession 

was relatively brief. In addition, ARRA was better targeted to places affected in the downturn.16  

 

The Federal Government Should Do More to Prepare for State and Regional Economic 
Shocks and Help Places Left Behind in the Current Recovery  

The federal government allocates roughly $700 billion, or 3.5 percent of GDP, annually to states and 

localities using a combination of formula grants and competitive awards. The federal government also helps 

states and localities through the tax code—by allowing federal taxpayers to deduct state and local property 

and income or sales taxes (up to a $10,000 annual limit after the Tax Cuts and Jobs Act). In addition, the 

federal income tax generally excludes state and local municipal bond interest payments from individual 

taxable income.17 

Federal money isn’t a bailout; it’s a quid pro quo. The federal government recognizes that state and local 

governments have certain advantages when it comes to tailoring programs to their populations, 

geographies, and costs. It wants to encourage them to spend more on valued goods and services whose 

benefits may extend across jurisdictional lines. Examples include roads, bridges, and investments in human 

capital or help for struggling families. 

Another consideration is equity or fairness. Some states and localities may start out with less income, 

wealth, and other resources to tax. Alternatively, they may have populations that are older, sicker, 

geographically dispersed, or otherwise more expensive to serve at a given level of quality.18  Americans who 

care about providing struggling families with a basic level of assistance might be willing to subsidize these 

states and localities to do more. 

The federal government has long distributed grants and had state and local governments provide goods 

and services using these funds, almost always with strings attached. However, the US intergovernmental 

grant system falls short in both static and dynamic terms. In the static sense, federal grants do a poor job 

responding to divergent regional economic and fiscal fortunes and in equalizing differences in fiscal and 

economic capacity. In a dynamic sense, federal grants typically are not as responsive as they could be to the 

regional effects of economic shocks or recessions.  

To make grants better economic equalizers, federal policymakers should reexamine funding formulas 

that may be out of step with current economic and social conditions. Federal highway grants should be 

based on need and performance rather than only highway lane miles, vehicle miles traveled, population, and 

                                                                            
16 However, unemployment was a better indicator of Medicaid enrollment pressures than the across-the-board FMAP 
increase or hold-harmless provision. See Tracy Gordon, “Harnessing the U.S. Intergovernmental Grant System for Place-
Based Assistance in Recession and Recovery,” Hamilton Project Policy Proposal 2018-12 (Washington, DC: Brookings 
Institution, 2018). 
17 “What Types of Federal Grants Are Made to State and Local Governments, and How Do They Work?” Tax Policy 
Center Briefing Book, Urban-Brookings Tax Policy Center, accessed January 10, 2020, https://www.taxpolicycenter. 
org/briefing-book/what-types-federal-grants-are-made-state-and-local-governments-and-how-do-they-work. 
18 See Tracy Gordon, Richard Auxier, and John Iselin, Assessing Fiscal Capacities of States a Representative Revenue 
System–Representative Expenditure System Approach Fiscal Year 2012 (Washington, DC: Urban Institute, 2016).  
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tax payments to the federal Highway Trust.19 Medicaid, Title I education, and Community Development 

Block Grant formulas should also be better targeted to local need, capacity, and cost.20 Where possible, the 

federal government should reexamine hold-harmless provisions, caps, and small-state minimums and other 

floors and ceilings that limit responsiveness to local economic conditions.21 

To make federal grants better economic shock absorbers, policymakers ought to consider making 

permanent and automatic a feature of ARRA that allocates more money to places experiencing large drops 

in employment.22 Beyond Medicaid, federal highway grants are another good candidate for restructuring to 

address regional economic decline. As it did with ARRA, the federal government could attach conditions for 

states to spend infrastructure funds quickly and emphasize “state of good repair” improvements over 

system expansion in awarding funds.23  

At a minimum, the federal government could help states and localities by reducing uncertainty 

associated with late federal appropriations, short continuing resolutions, and threatened shutdowns.24 It 

could also minimize the use of expiring tax provisions that complicate efforts at federal income tax 

conformity and that provide less effective incentives for desired behaviors than permanent policy.25  

In summary, the US federal-state-local partnership did not come easily. It evolved over 200 years that 

included defaults, bailouts, a civil war, the introduction of new revenue sources and social insurance 

programs, and lots of trial and error. It is an enduring and robust partnership, but it is a work in progress. 

There are several ways in which the US federalist system can be made stronger, especially in an economic 

crisis. Thank you for the opportunity to share these three points with you. I welcome the opportunity to take 

questions and to continue to work with you in the future. 

                                                                            
19 See Robert Puentes, A Bridge to Somewhere: Rethinking American Transportation for the 21st Century (Washington, DC: 
Brookings Institution, Metropolitan Policy Program, 2008); and Congressional Budget Office, “Approaches to Making 
Federal Highway Spending More Productive” (Washington, DC: Congressional Budget Office, 2016). 
20 Thomas B. Jabine, Thomas A. Louis, and Allen L. Schirm, “Case Studies,” in Choosing the Right Formula: Initial Report, 12–
36 (Washington, DC: The National Academies Press, 2001); GAO, “Community Development Block Grant Formula: 
Targeting Assistance to High-Need Communities Could Be Enhanced” (Washington, DC: GAO, 2005). 
21 GAO, “Formula Grants: Funding for the Largest Federal Assistance Programs Is Based on Census-Related Data and 
Other Factors” (Washington, DC:  GAO, 2009). 
22 See, for example, Matthew Fiedler, Jason Furman, and Wilson Powell III, “Increasing Federal Support for State 
Medicaid and CHIP Programs in Response to Economic Downturns,” in Recession Ready: Fiscal Policies to Stabilize the 
American Economy, 93–127 (Washington, DC: Brookings Institution, The Hamilton Project, 2019); and Gordon, 
“Harnessing the U.S. Intergovernmental Grant System.” 
23 Therese J. McGuire, Jay Alexander, William D. Dupor, Randall W. Eberts, Ronald L. Epstein, Andrew Haughwout, 
Benjamin F. Jones, Nancy Richardson, and Jay C. Shambaugh, Transportation Investments in Response to Economic 
Downturns (Washington, DC: The National Academies Press, 2014). As noted in McGuire and colleagues (2014, 43), 
some discretionary funds (e.g., TIGER and $750 million in an existing discretionary transit capital grant program) were 
awarded to projects judged capable of spending additional funds quickly. See also Andrew Haughwout, “Infrastructure 
Investment as an Automatic Stabilizer,” in Recession Ready: Fiscal Policies to Stabilize the American Economy, 129–52 
(Washington, DC: Brookings Institution, The Hamilton Project, 2019). 
24 Philip G. Joyce, The Costs of Budget Uncertainty: Analyzing the Impact of Late Appropriations (Washington, DC: IBM 
Center for the Business or Government, 2012).  
25 See, for example, Richard Auxier and Frank Sammartino, Tax Debate Moves to the States: The Tax Cuts and Jobs Act 
Creates Many Questions for States That Link to Federal Income Tax Rules (Washington, DC: Urban-Brookings Tax Policy 
Center, 2018). 
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Thank you Chairman Yarmuth, Ranking Member Womack, and Members of the Committee. It is 
an honor to be invited to discuss how Federal investments affect the State of Maine.  
 
The year 2020 is Maine’s Bicentennial so we are celebrating statehood and what makes us 
special. Maine is the most rural state east of the Mississippi, with tremendous natural resources 
in our forests, lakes, rivers, and coast line. By most counts, we are the oldest state in the nation – 
a point of pride as we tap into our older residents’ experience and talent.  
 
Maine’s economy has strengths. In 2019, the number of unemployed people in Maine decreased 
by 5,000 people or about 20 percent. Maine’s unemployment rate has been below 4 percent for 
47 consecutive months. We increased the minimum wage to $12 on January 1, 2020. 
 
And Governor Mills budget responsibly invests in health care, education, economic 
development, clean energy, and saving for a rainy day. She increased the Budget Stabilization 
Fund to $236.9 million, which represents 6.6 percent of total General Fund revenues for state 
fiscal years 2020 and 2021. She paid off debts of the previous Administration, including the 
balance of an $84 million disallowance in Medicaid. 
 
That said, Maine faces economic challenges: specifically, fewer workers, slow GDP growth, and 
a relatively high poverty rate. As such, the Governor launched a ten-year Strategic Statewide 
Economic Development Plan in December. We aim to attract 75,000 people to Maine’s talent 
pool, increase the value of products sold per worker by 10 percent, and grow average wages by 
10 percent. We are hard at work on State actions to put us on this trajectory.   
 
But we cannot do it alone. Federal grants represented 34 percent of the Maine State budget in 
fiscal year 2017, above the national average. In this biennial budget, Federal funds represent 58 
percent of the Maine Department of Health and Human Services’ $9.6 billion budget.  
 
As you are aware, Congress has not significantly changed Federal funding for discretionary 
health and human services programs in recent years – with one major exception. Grant funding 
for opioid and substance use disorders has increased. We are hopeful that this funding will be 
allocated based on up-to-date information on this rapidly changing crisis – Maine has been 
disadvantaged in the past due to data lags.  
 
We also receive Federal funding for entitlement programs like SNAP and Medicaid. The vast 
majority of Federal funding to DHHS is for Medicaid, called MaineCare. Governor Mills’ first 
executive order was to implement a ballot initiative to expand Medicaid under the option 
available under the Affordable Care Act. The MaineCare expansion has cumulatively covered 
over 57,000 people in Maine, with 43,289 covered on January 2. Over 16,000 mental health 
treatments, over 3,100 cancer screening. The expansion has been a critical tool in addressing the 
State’s opioid crisis. About one in ten expansion enrollees received treatment for opioid use 
disorders.  

https://www.maine.gov/labor/news_events/archive/index.shtml
https://www.maine.gov/governor/mills/news/year-one-expanding-health-care-strengthening-economy-protecting-environment-first-year
https://www.maine.gov/dhhs/documents/2019-DHHS-Highlights-010320.pdf
https://www.maine.gov/governor/mills/news/governor-mills-unveils-ten-year-strategic-economic-development-plan-focused-promoting
https://www.pewtrusts.org/en/research-and-analysis/articles/2019/10/08/federal-funds-hover-at-a-third-of-state-revenue
https://www.pressherald.com/2018/12/16/trump-administration-funding-formula-causes-maine-to-lose-out-on-millions-in-federal-opioid-funding/
https://www.maine.gov/dhhs/expansion.shtml


 
Because of its implications for Maine and other states, I’d like to focus on the triple threat to 
Federal funding to states via Medicaid. 
 
The first threat is Congressional proposals to cap or “block grant” Federal Medicaid spending. In 
2017, the House of Representatives passed legislation – embraced by the Trump Administration 
through its 2020 budget proposal – that would fundamentally change how the Federal 
government contributes toward Medicaid. It would shift from a paying a percent of costs to a 
pre-set dollar limit. This would leave states largely if not fully at financial risk of unexpectedly 
high costs due to events such as recessions, natural disasters, disease outbreaks, and expensive 
medical breakthroughs.  
 
Maine would be particularly vulnerable to unaffordable cost-shifts under a Medicaid block grant 
due to its high percentage of older and low-income residents. Additionally, it is not clear whether 
the proposal would account for the cost of the recent Medicaid expansion. As a title of an Urban 
Institute analysis of this proposal declared, “The uncertainties and complexities for states are 
enormous.”   
 
The second threat is through executive actions that undermine state funding for Medicaid. This 
fall, the Centers for Medicare and Medicaid Services (CMS) published the Medicaid Financial 
Accountability Regulation (MFAR) for public input. It is wide ranging in scope, changing long-
standing policies on taxes, intergovernmental transfers, provider donations, and other sources of 
state funding for the program. Experts agree that every state would be affected. CMS has told 
Maine that one type of tax, our service tax whose revenue totals $58 million annually, would 
have be repealed, replaced, and returned to providers who paid it back to 2016 – which even in a 
good economy would be prohibitively expensive. MFAR puts even more funding at stake for 
Maine.  
 
CMS goes beyond questioning specific sources of state funding. It proposes to give itself the 
power to make subjective determinations on what does and does not constitute permissible state 
sources of Medicaid financing. CMS would be allowed to strike down a state financing source 
based on a vague test – effectively, CMS will know a problem when it sees it. In so doing, this 
proposed rule substantially shifts the balance of powers decisively away from states.   
 
The third threat is through the courts. Republican-led states backed by the Trump Administration 
seek to accomplish through the judicial system what they failed to achieve in Congress: striking 
down the Affordable Care Act. A petition is before the Supreme Court to take up the case of 
Texas versus the United States. Plaintiffs claim that the individual mandate, without the tax 
which was repealed in 2017, is unconstitutional and, without a severability clause, the whole law 
should be struck down. The Trump Justice Department is not defending current law. 
 
Should the plaintiffs prevail, the uninsured rate in Maine would increase by an estimated 64.8 
percent or 83,000 people – largely due to the loss of Medicaid coverage. Maine would lose an 
estimated $495 million each year in federal Marketplace and Medicaid funding. Uncompensated 
care costs in Maine, which fell by $44 million through 2015 – even before the Medicaid 
expansion – would increase significantly, straining our hospitals particularly in the rural parts of 

https://www.urban.org/sites/default/files/publication/93551/2001525-the_graham_cassidy_bill_3.pdf
https://www.manatt.com/Insights/Newsletters/Manatt-on-Health-Medicaid-Edition/CMS-Proposes-Rule-With-Significant-Medicaid
https://www.urban.org/sites/default/files/publication/101361/implications_of_the_fifth_circuit_court_decision_in_texas_v_united_states_final_121919_v2.pdf
https://www.urban.org/sites/default/files/publication/101361/implications_of_the_fifth_circuit_court_decision_in_texas_v_united_states_final_121919_v2.pdf
https://www.urban.org/sites/default/files/publication/101361/implications_of_the_fifth_circuit_court_decision_in_texas_v_united_states_final_121919_v2.pdf
https://www.cbpp.org/research/health/uncompensated-care-costs-fell-in-nearly-every-state-as-acas-major-coverage


Maine. Two rural hospitals are already in bankruptcy. One of our insurers is a COOP created by 
the ACA: its existence would be jeopardized by an ACA injunction.  
 
Governor Mills signed into law LD 1 which codifies the Affordable Care Act consumer 
protections.  It would protect up to 230,000 people in Maine who have a pre-existing condition 
under a narrow ruling in this case. However, another 360,000 people with pre-existing conditions 
would be at risk for being charged unaffordable premiums or denied coverage altogether under a 
full injunction of the ACA. Maine nor any other state could reverse this damage.  
 
Opportunities to strengthen Federal-state are also under discussion. At your fall hearing on a 
similar topic, you heard testimony on ideas such as creating Federal funding formulas that would 
help, not hurt, states as they strive to deliver services efficiently and effectively. Setting the 
Federal matching rate for Medicaid to increase with a state’s unemployment rate would sustain 
local economies and revenues during economic downturns. Evidence is clear that the Medicaid 
matching rate increase in 2010 helped – and should be made permanent, automatic, and ready-to-
go policy.  
 
And the House-passed bill to improve the Affordable Care Act would provide $200 million to 
support State-based Marketplaces. Governor Mills and the leaders of the Maine House and 
Senate recently introduced legislation toward this goal. This would strengthen state resiliency. 
 
In closing, the Federal-state partnership is fundamental to how we provide services in Maine and 
nationwide. But it indeed needs to remain that: mutual rather than an imbalanced and uncertain 
relationship.   

https://www.maine.gov/governor/mills/news/governor-mills-signs-legislation-protecting-health-care-coverage-2019-03-19
https://aspe.hhs.gov/compilation-state-data-affordable-care-act
https://www.brookings.edu/research/increasing-federal-support-for-state-medicaid-and-chip-programs-in-response-to-economic-downturns/
https://www.congress.gov/bill/116th-congress/house-bill/1884/text#toc-H265F0819472F4CFF89F6600ABD91C232
https://www.maine.gov/governor/mills/news/mills-jackson-gideon-announce-bill-improve-health-insurance-maine-people-and-small-businesses


Why Federal Investments Matter: Stability from Congress to State Capitals   
Testimony to the House Budget Committee on January 15, 2020 
Hon. Mark C. Poloncarz, Erie County (New York) Executive 
 
Good morning Chairman Yarmuth, Ranking Member Womack, and to all the members of the 
committee. My name is Mark Poloncarz, the current Erie County (New York) Executive and 
formerly its elected chief financial officer. 
 
I am glad to be here this morning to share my unique perspective on the vital role Federal 
investments play in stabilizing America’s local communities, especially during difficult 
economic times. 
 
First, I would like to share a little background on the community I represent.  
 
Erie County is a microcosm of our country with an urban core in Buffalo, many suburbs, and 
hundreds of square miles of family farms in our rural communities. 920,000 people live in the 
county, making it larger than five states, and it is approximately the same geographic size as 
Rhode Island.  
 
Like other Great Lakes areas, Erie County struggled at the end of the 20th Century with a loss of 
population and jobs.  
 
However, in recent years we’ve seen our population increase and an economic resurgence as we 
have transitioned from a blue collar economy to one based on financial services, health sciences, 
education, and advanced manufacturing.  
 
As Executive I manage an annual budget of 1.8 billion dollars, dozens of departments, and a 
workforce of 5,000 employees. 
 
Despite having such a large budget, only 125 million dollars is truly discretionary in nature. The 
vast majority of county spending is for programs mandated by federal and state government, but 
administered at the county level.  
 
For example, Erie County is the primary provider of health and human services for the region. 
Programs like Medicaid, TANF, SNAP, WIC, Meals on Wheels, and so many others are 
delivered by the county.  
 
As part of the delivery of those services the county often has a substantial local share. Erie 
County’s share of Medicaid in 2020 alone is more than 200 million dollars. 
 
Our Departments of Health and Mental Health have led the effort in combatting the opioid 
epidemic, with substantial grant assistance provided by various federal agencies. I am proud to 
say the Justice Department’s Bureau of Justice Assistance considers Erie County to be the model 
county on how to respond to the opioid crisis. However, we would not be in that position, 
meaning more people would have died, without the significant financial assistance received from 
the Federal government. 



 
Any reductions in Federal funding to the above discussed programs would have an immediate 
and significantly negative impact on our ability to deliver services promoting our residents’ 
health and wellness.  
 
We have closely reviewed and monitored every budget proposed by the Trump administration, 
determining that many of the President’s proposals would have a disastrous impact locally.   
 
For instance, New York, already facing a multi-billion dollar Medicaid shortfall, would be 
severely punished under the block grant system previously proposed by the president. If 
implemented we would be forced to significantly raise taxes to make up for the lost assistance, or 
cut other popular programs, like libraries and parks. 
 
Furthermore, the county administers the Department of Housing and Urban Development’s 
Community Development Block Grants for 34 municipalities, including our entire rural area. 
These grants, which require a local match, support everything from main street improvements to 
clean water projects.  
 
The grants are a vital lifeline to help our smaller communities address specific needs; just as they 
help the City of Buffalo build affordable, safe housing.  
 
Should the CDBG program be eliminated as the Trump administration has repeatedly proposed, 
all areas of our county – urban, suburban and rural – would be negatively impacted. 
 
Another key area that has been impacted from a lack of federal assistance is our infrastructure. 
Erie County owns and maintains more than 2,400 lane miles of road. That is more lane miles 
than the states of Delaware, Hawaii and Rhode Island each have.  
 
Federal dollars used to play an important role in completing many projects a year.  
 
Unfortunately, with no major federal infrastructure bill in recent years, we have only been able to 
complete a few large projects with the limited federal assistance we received.  
 
That is why I strongly support legislation introduced by Congressman Brian Higgins. It would 
provide a major investment in our roads, bridges, and other infrastructure, support good-paying 
union jobs, and will be desperately needed during any future recessions. 
 
Finally, let me give you an example of how the failure to pass the Federal budget on time can 
have a significant impact on our local economy. 
 
Our Buffalo and Erie County Workforce Investment Board (the “Board”) is a local organization 
supported by Federal aid appropriated under the Workforce Innovation and Opportunity Act 
(“WIOA”). The employees of our Board work with local employers and job-seekers to sustain 
and grow our economy.  
 



However, when the Federal government shuts down, those employees are furloughed as well 
because their salaries are paid for by federal WIOA dollars. The last thing any region could 
afford in a recession is furloughing the people whose job it is to help other people find jobs, and 
employers fill jobs.  
 
This is just one small, but important example of how targeted Federal assistance helps grow local 
economies, and how reducing aid or the shutdown of the Federal government during an 
economic downturn would negatively impact a region. 
 
Erie County’s economy is growing but I cannot imagine what our fiscal picture would be if some 
of President Trump’s prior budget proposals had been enacted, nevertheless how we would then 
fair in a recession. 
 
I thank Congress for rejecting the proposed cuts in the past, and if they are included in the 2021 
budget I would urge you to reject them again.  
 
Thank you for your time and I look forward to your questions. 
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