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Cuts to Health Care Are Bad for California’s
Economy: Proposed Health Cuts Would
Eliminate At Least 42,000 Jobs
Governor Schwarzenegger has proposed a budget that would cut $6.4 billion from
California’s health and human services systems, resulting in over 42,000 lost jobs and
an additional $2.7 billion in lost business activity in the state.
The health care industry employs almost one-tenth of the state’s population, so any
spending cuts to health care programs mean more job losses and a weaker economy.
In all, the Governor’s proposed health and human services cuts are bad for California’s
families, bad for California’s health care system, and bad for California’s economy.
HEALTH CARE IS A MAJOR SOURCE OF JOBS FOR CALIFORNIANS
The health care industry is one of the most important sources of jobs for Californians. Nearly
one in ten working Californians is employed in health care and social assistance occupations,
including hospitals, doctors offices, dental offices, nursing facilities, and providers of family
services.1 Hospitals, medical centers, physician groups, public health departments, home
health services, and nursing homes are major employers in every single county in the state.2
In fact no less than 12 of the 50 largest employers statewide are in the business of directly
providing health care services, employing over 116,000 Californians.3
Health care jobs are a key to economic recovery: through the economic downturn of 2009,
the health care and education sector was the only industry sector in the state to increase
jobs, adding 22,800 jobs over the course of the year.4
HEALTH CARE BRINGS FEDERAL FUNDS TO CALIFORNIA
The Governor’s FY 2010-11 budget proposal is balanced only if California receives billions of
dollars in federal aid. The Governor proposes to cut $6.4 billion from the state’s health and
human services budget.5 The majority of the proposed health and human services cuts come
from programs that receive federal matching dollars, such as Medi-Cal and Healthy Families.
By cutting these programs, the state is forgoing significant federal dollars. For example, the
state receives at least $1 in federal funds for every $1 in state funds spent on Medi-Cal, and
with additional federal fiscal relief for state, could receive up to $1.60.
HEALTH CARE CUTS LEAD TO JOB CUTS
This year’s proposed cuts are on top of last year’s $2 billion cut to the health care system,
which has already forced community health clinics, adult day health care centers, HIV/AIDS
programs and other health care providers to close their doors in Sacramento, Santa Clara,
San Bernardino, Fresno, Kern, Mendocino, and Humboldt counties.
There has been no comprehensive tally yet of the jobs lost due to last year’s health care cuts,
but at the beginning of this year, the California Primary Care Association estimated that over
200 providers and staff had been laid off in five clinic closures.6
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With respect to this year’s proposed cuts, the California Association of Adult Day Services
estimates that the elimination of a single Medi-Cal optional benefit, Adult Day Health Care,
would lead to the loss of 7,500 jobs at 327 facilities statewide.7 In addition, numerous health
care jobs will be lost if 204,000 to 950,000 children lose coverage through a reduced or
eliminated Healthy Families Program.8
Another single health and human services cut would directly reduce employment in California
by more than the number of jobs lost during 2009, a period of the highest unemployment
since the Great Depression of the 1930’s. Between January and December 2009, about
246,000 jobs were lost statewide across all sectors,9 yet over 370,000 home care jobs will be
lost if the In-Home Support Services (IHSS) program, which provides care for elderly and
disabled Californians living in their home, is eliminated. Combined with the other cuts
proposed by the Governor, this will compound the economic downturn instead of reversing it.
To provide a comprehensive accounting of job losses, additional sources would need to be
surveyed, including hospitals, physician offices, dental offices, nursing facilities, public health
departments, home health services, and nursing homes that use public dollars to provide
services for all or some of their patients.
Most nonprofits report anecdotally that they worked hard to avoid layoffs by reducing staff
hours, wages and/or benefits. Therefore, even a true count of the numbers of jobs lost would
not fully reveal the direct financial impact of the health care cuts on California’s workforce and
economy.
HEALTH CARE CUTS HURT CALIFORNIA’S ECONOMIC RECOVERY
Despite the difficulty of obtaining comprehensive job loss data across all providers, research
has shown that state spending on health and human services programs has an almost onethird additional economic impact above and beyond the dollars received by the service
providers.10
Based on economic models, it is estimated that the Governor’s proposed cut to Medi-Cal and
Healthy Families will result in a total of 42,384 lost jobs in California,11 and over $2.7 billion in
lost business activity.12
However, these estimates are the minimum impact that the Medi-Cal cuts could have on
California’s already struggling economy. In the absence of an alternative budget, the
Governor proposes millions of dollars more in cuts to Medi-Cal and Healthy Families. These
estimates also do not attempt to quantify the damage to California’s long-term economic
growth of cuts to programs that help sick and injured workers return to work, or the impact of
hundreds of thousands of children going without health coverage, and the nearly one million
children being denied eye glasses and other vision services.
The Governor’s proposed health care cuts are bad for jobs, bad for California’s families, and
bad for California’s economy.
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