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Who We Are
Nonpartisan research and policy 

institute in Washington, D.C. that 

since 1981 has advanced federal and 

state policies to help build a nation 

where everyone has the resources 

they need to thrive and share in the 

nation’s prosperity.
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H.R. 1 = Historic 

Spending Cuts to 

Pay for Major  Tax 

Breaks
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Tax Fallout from Federal 

“Conformity”

• Federal & state income tax codes are closely 

linked, so spillover costs

• Expensive corporate and business provisions

• Poorly targeted personal tax breaks for tips, 

overtime, auto loans

• States can act – and many are!

• MA: $442m in current FY, $250m+ thereafter – 

would phase in under compromise budget
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Major New SNAP 

Responsibilities

• Unprecedented state obligation for 

food assistance (5-15% for most states)

• MA = Two-year delay, then up to 

$390m starting in FY30

• Higher share of SNAP administrative cost

• MA = $64m/year

• Indirect and long-term fallout from benefit 

loss, increased hunger
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Sharp Impact of SNAP Cuts 

Already Arriving

• SNAP participation nationwide fell by more than 3.5 

million people (nearly 9%) between H.R. 1’s July 

2025 enactment and February 2026

• Highs: AZ (49%), LA (15%), VA (15%), TN (14%)

• Mass: 11.4% decline, or nearly 124,000 people

• That’s roughly the population of Cambridge, 

or approaching that of Springfield
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Layered Impact of Health 

Care Cuts

• Startup & ongoing costs to administer new 

Medicaid work requirement

• Strict new “provider tax” limits

• Indirect spillover costs from widespread 

coverage loss especially for providers serving 

disproportionately vulnerable pops

• MA = $3.7 billion in increased 

uncompensated care costs over 10 yrs
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Federal Health Cuts Already Applying Pressure
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Nuance Alert: States Can Limit Some Costs 

With High-Road Policy Response 

• State policymakers can partially 
mitigate harm from federal 
actions through sound 
implementation, such as by 
reducing administrative hassle 
and mistakes that cause eligible 
people to lose their health 
coverage or food assistance

• Working to ensure eligible 
people don’t lose benefits can 
help keep some federal funds 
flowing and limit indirect 
spillover costs such as spikes in 
uncompensated care, partially 
reducing fiscal impact



June 9, 2026

“[The Gov. Wes Moore] administration is investing to implement HR 1 

in a way that will keep people covered. About $1.4B of [Maryland’s 

$2.7B Medicaid loss] is if that entire 115,000 member group loses 

coverage. But if we can keep most people eligible … then that $2.7B 

could reduce to $1B or even much less.”

Maryland Deputy Health Secretary

January 29, 2026

Perrie Briskin
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Additional Fiscal Risks

• Now-expired pandemic-era fiscal aid for 

states, localities, school districts

• Economic disruption from federal tariff policy, 

war in Middle East, etc.

• In some cases: states’ own fiscal choices

• All told: State revenue growth has dampened 

from post-COVID highs

• Also: Specter of additional federal cuts 

(housing, child care, schools, etc.)



Expired and Expiring Federal Aid

ARPA / SLFRF (State & Local Fiscal Recovery Funds)
Jurisdictions had to obligate projects by Dec. 31, 2024, and may spend through Dec. 31, 2026

ESSER (Elementary and Secondary School Emergency Relief) Fund
ESSER funds have expired, though spending deadlines have been extended in several cases

Pandemic Public Health Emergency/CDC Emergency Grants
Emergency grant streams and temporary CDC funding sources tightened when the federal emergency 
ended



Wave of state income tax cuts
26 states in past 5 years

Property tax cuts/caps
17 states in past 2 years

Proliferating school vouchers
20 states expansions in just 2025

Significant State-Led Budget Pressures



June 9, 2026 Source: Urban Institute, May 2026



Combined pressures threaten all 
state & local services 

• About 1 in every 3 dollars available for state 

investment comes from the federal government

• MA: About 30% of budget = federal funds 

(of which two-thirds are for Medicaid)

• States must balance their budgets, which means 

hard choices and tradeoffs

• That means big risk of harmful cuts to both food 
assistance and health care, and shifting of funds 
from additional state and local services like 

education, housing, child care, and infrastructure



In aggregate, states spent nearly $1.2 

trillion dollars on schools, healthcare, 

higher education, public safety, 

transportation and supports for working 

families

State general funds expenditures by function, FY 2024, 
U.S.-wide

State budgets support wide array 
of investments in programs and 
services

34%

19%9%

5%
2%1%

30%

K-12

Medicaid

Higher Education

Corrections

Transportation

Public Assistance

Other



State Tax & Budget Choices in 2026

In the wake of fallout from federal policy and other fiscal pressures, many state 
policymakers and stakeholders are working to: 

• Preserve revenues states stand to lose from federal-state tax conformity

• Raise new revenues to help offset recent federal cuts and invest in states’ own 
longstanding priorities and unmet needs

… whereas some other states continue to move in the opposite direction, with 
additional and in some cases increasingly extreme fiscal policies.



Preserve
An increasing number of states are delinking 
from many of the megabill’s costliest 
“conformity” impacts:

• Policymakers in more than a dozen states 
have decoupled from some corporate 
provisions, like expanded breaks for bonus 
depreciation or research & development

• Two states – Maine and Oregon – have 
delinked from a major personal income tax 
break primarily for venture capitalists (QSBS)

• CO, NM, (likely) VT have taken additional 
steps to protect revenue from increased risk 
of corporate tax avoidance



Raise
Several states have taken proactive action to raise 

new revenues in 2026 to mitigate cuts and bolster 
public investments:

• Targeted income tax policies, or “millionaires’ 
taxes,” in at least three states: Hawai’i, 

Maine, Washington

• Rhode Island increasingly likely too

• Other noteworthy revenue increases in at 

least Illinois and New York so far

• Potentially sizable revenue policies via ballot 
measures in California and Colorado



Other States Taking Opposite Approach





Thank You !
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