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Potential Federal Shutdown on October 1 Threatens
Major Disruptions in the Virgin Islands

With Congress deadlocked, the territory faces furloughs, delayed aid,
and slowed recovery efforts. Essential services continue, but risks
loom for tourism, education, disaster rebuilding, and federal benefits
in aregion deeply tied to federal support.
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With the federal fiscal year set to expire at midnight on September 30, 2025, Congress remains
locked in a funding standoff, raising the likelihood of a government shutdown. For the Virgin
Islands, where reliance on federal transfers and tourism is especially high, even ashort lapsein
appropriations would ripple quickly across the economy.
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Essential public-safety functions would continue, but many federal employees stationed in the
territory could be forced to work without pay or face furloughs until funding resumes. Personnel
with agencies such as Customs and Border Protection, the Transportation Security Administration,
the National Park Service, and the U.S. Coast Guard would be directly affected. The District Court
of the Virgin Islands, dependent on federal appropriations, could scale back operations once
reserve funds are depleted. Critical servicestied to FEMA, the Coast Guard, air traffic control, and
certain health functions would continue but with paychecks delayed.

Federal benefits and grants would be uneven during a shutdown. Social Security payments would
continue because they are considered mandatory spending. However, programs such as SNAP and
Medicaid, on which the territory is highly dependent, could be vulnerable if the shutdown is
prolonged. Even in cases where funding remains available, reduced administrative support at
federal agencies such as the U.S. Department of Agriculture and the Department of Health and
Human Services could slow renewals and processing, causing delays for households and
healthcare providers.

Theterritory’ s long-term disaster recovery, including billions in approved allocations related to
hurricanes Irmaand Mariaand COVID relief, aso faces risks. A shutdown could stall new
obligations, delay reviews, and slow disbursements through FEMA and HUD, potentially pushing
back timelines for rebuilding and resilience projects.

Education would not be immune. Department of Education grants may be delayed, putting
pressure on local schools and early childhood programs such as Head Start until appropriations are
restored and backlogged paperwork is cleared.

Tourism, acentral part of the Virgin Islands' economy, could also see setbacks. Slowdowns at
TSA checkpoints and disruptions within the Federal Aviation Administration threaten flight
reliability. Any closure or curtailed operations at national parks, including Virgin Islands National
Park on St. John, could reduce visitor access and spending, directly affecting businessestied to the
visitor economy.

Local finances would face tightening as well. The Virgin Islands government relies heavily on
timely federal reimbursements and grants to manage routine expenses and projects. Any
disruption in the flow of funds can create cash shortages and strain ongoing initiatives. Unlike
many states, the territory has limited capacity to cover federal funding gaps with local resources,
making disruptions sharper and more immediate.

In summary, afederal shutdown would likely be felt in the Virgin Islands through furloughs or
unpaid work for federal employees, delaysin federal aid processing, slowed disaster recovery
projects, and disruptions to the tourism sector. Essential services would continue, but the
economic effects could spread quickly in aregion with limited backup capacity.

At the center of the stalemate are disagreements over health care funding and federal workforce
cuts. Republicans, led by House Speaker Mike Johnson and Senate Minority Leader John Thune,
have argued against extending enhanced Affordable Care Act subsidies. They claim the subsidies,
which the Congressional Budget Office estimates would cost between $335 billion and $350
billion over a decade—not the $1.5 trillion Republicans cite—indirectly support state-funded
healthcare for 1.4 million undocumented immigrants. Democrats call this framing misleading,
noting that federal subsidies do not directly cover undocumented populations.

Democrats, led by Senate Minority Leader Chuck Schumer, counter that the subsidies are critical
to protecting 24 million Americans from sharp increases in insurance premiums. They accuse



Republicans of risking a shutdown to advance a separate agenda targeting federal workforce
reductions, pointing to White House plans to eliminate 154,000 jobs by September 30.
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