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Good Morning, Mr. O’Malley

Your mission, and you have no 
option of not accepting it, is to 
develop a balanced budget for the 
State of Maryland and get it 
accepted by a majority of Senators accepted by a majority of Senators 
and Delegates.



Mission Maryland

A weak national economy has pushed 
revenues $2 billion below the 
amount needed to fund current 
state services.

Significant revenue from slot Significant revenue from slot 
machines will not be available in 
time to help.

Existing federal government 
assistance could begin to run out 
after December 2010.



Mission Maryland

You have at your disposal 
� additional spending cuts beyond 

the $4 billion you have already 
used

� revenue options
� limited fund balances and 

accounting options.

All are potentially explosive.



Background briefing
What’s in the state budget?

� 75% of budget =
� Education +
� Health +
� Transport-ation +
� Public Safety� Public Safety



Background briefing:
Where does it come from?

� General 
funds are 
less than ½ 
of the whole 
budget

� Income and � Income and 
sales taxes 
are very 
sensitive to 
economic 
changes



History of the Budget Gap

� November 2007 – Special session to solve 
“structural deficit”
� 1/3 spending cuts 
� 1/3 revenue 1/3 revenue 
� 1/3 slots 

� December 2007 – onset of national recession



State Revenue Estimates
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Maryland General Fund Revenue Estimates
National recession moves state revenue trend from growth to 
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Revenues usually take 3-6 years to recover... 
but previous recessions were not this bad

From FY 89 peak

From FY 01 peak
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How big is the shortfall?

� $2 Billion � Equals:
� The combined budgets of the 

Departments of 
� Agriculture, 
� Business & Economic 

Development, Development, 
� Housing and Community 

Development, 
� Human Resources, 
� Environment, 
� Natural Resources, 
� Public Safety & Correctional 

Services
� State Police



Budget cuts this year 
focused on health, local gov’t



The All-Cuts Solution is a Bad idea 

� Cuts to programs harm those most affected 
by recession

� Cuts to 
education, transportation, infrastructure education, transportation, infrastructure 
disinvest in Maryland’s future

� Cuts to state jobs, contracts and services 
harm the economic recovery



Extensions of Economic Stimulus

� Included in House jobs bill
� Could provide $400 to 500 million



These won’t get us there

� Maryland needs a BALANCED approach to 
balancing the budget.



It’s time to put revenues back on the 
table

� Millionaire tax 
� Corporate tax 
� Gasoline tax
� Alcohol tax� Alcohol tax
� Sales tax on consumer services
� Prudent use of reserve fund



Millionaire Tax

� Current law – additional 0.75% tax rate on 
income over $1 million

� Three years only 2008, 2009, 2010
� Leave the million-dollar bracket in place� Leave the million-dollar bracket in place

� +$50 million in 2011
� +100 million after



Corporate Tax

� “Combined reporting” prevents corporations 
from structuring transaction among 
subsidiaries to avoid tax

� Used by 23 states.Used by 23 states.
� Enacted by 6 states in last 5 years

� Study commission scheduled to report 
December 2010

� Probably $100 million/year



23 States with Combined Reporting
+ proposed by Gov’s of 5 more

Combined reporting not in effect

Combined reporting enacted pre-1985

Combined reporting enacted 2004-2009

Combined reporting recommended by current governor

No corporate tax for which combined reporting is relevant



Gasoline Tax

� Now 23 cents/gallon
� Last increased in 1992

� $220 m of sales tax has been diverted to 
transportationtransportation

� 10-cent gas tax increase
� Allow $220 million to return to general fund
� Plus add $100 million to transportation find



Alcohol Tax

� Maryland’s rates are among the lowest
� Liquor – under 30 cents for 750-ml bottle
� Wine – about a dime on a 1-liter bottle
� Beer – about a nickel for a six-pack

� Not increased since 1972 for beer and wine� Not increased since 1972 for beer and wine
� 1955 for liquor

� Increased prices reduce consumption and bring 
significant health benefits

� One proposal
� 10-cents a drink
� Revenue = $200 million per year



Sales Tax

� Applies almost entirely to goods
� Services are now 45% of household spending
� Apply sales tax to services

� 26 selected services 
� = $245 million/year

� All services with limited exceptions
� E.g.: housing, medical, banking
� $2 billion/year

� FY 2011 revenue would be ½
� Effective beginning January 2011



Reserve Fund

� Projected 2011 balance $616 million
� Use ½ as “bridge” until new revenues phase 

in
� $308 million� $308 million

� Repay over next 6 years



� Total of possible revenues could be up to 
$1.8 billion in 2011

� Aren’t taxes bad?
� Need to weigh tax increases against damage � Need to weigh tax increases against damage 

from the equivalent level of service cuts

� Maryland needs a balanced approach to 
balancing the budget



Mission Maryland

� If your budget plans fail, the 
voters may disavow you in 
November.

� This budget may still self -
destruct at any time.

� Good luck, Martin.



Sources

� Center on Budget and 
Policy Priorities

� David Jernigan and 
Hugh Waters of the 
Johns Hopkins 

� Md Department of 
Legislative Services

� Md Bureau of Revenue 
Estimates

� Md Office of the Johns Hopkins 
University Bloomberg 
School of Public Health 

� Md Department of 
Budget and 
Management

� Md Office of the 
Governor



Senator Edward J. Kasemeyer , 

Senate Majority Leader
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2010 POLICY PRIORITIES

MARYLAND ASOCIATION OF NONPROFIT 
ORGANIZATIONS
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Preserving Vital Programs and 
Services 

� Budget reductions are certain to threaten the 
health, safety, education, and other programs 
important to the  children, seniors, vulnerable 
adults, and quality of life in our communities .  In the 
wealthiest state in the nation this should be wealthiest state in the nation this should be 
unacceptable. 

� Nonprofits must join other advocates and call on 
Maryland’s elected leaders to adopt a balanced 
approach in resolving our fiscal crisis.  



Access to Health Care  

� Increasing numbers of Marylanders are uninsured or 
underinsured.  Many people served by nonprofits lack 
of access to adequate health care, and the cost of 
care is an increasing burden on nonprofit employers 
trying to provide adequate coverage for their workers.trying to provide adequate coverage for their workers.

� We must call on state policy-makers to assure 
access to adequate care to all Marylanders.  We also 
call on our Congressional Delegation to support 
President Obama’s health reform efforts, including a 
public option alternative and recognition that 
nonprofits face the same pressures as other private 
employers. 



State Procurement

� We support extension of the State Task Force 
created to study procurement problems.

� We ask all nonprofits to work with the task � We ask all nonprofits to work with the task 
force to identify and correct practices that 
cost both state and provider agencies time 
and money - that should be going to serve 
people in need of health and other human 
services. 



Budget Transparency

� Maryland Nonprofits will continue as a leader 
in efforts to achieve greater transparency in 
Maryland’s budget process.

� Reductions or inadequacies of funding or 
services caused by financial constraints 
should be fully disclosed to the public.  Open 
and honest decisions on revenues and 
spending are critical to fair public 
accountability. 



Peter V. R. Franchot
Comptroller of Maryland
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Delegate Kumar P. Barve
House Majority Leader
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“A Balanced Approach For 
Maryland”  
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What Nonprofits Can Do to 
Promote a “Balanced 

Approach” 
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