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Background briefing

What’s in the state budget?
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Background briefing:

Where does it come from?

Income Tax, 6.3Income Tax, 6.3

Other Fed., 7.3Other Fed., 7.3Other Fed., 7.3Other Fed., 7.3

$billions $billions $billions $billions ---- all fundsall fundsall fundsall funds
Total = $29.6 BTotal = $29.6 BTotal = $29.6 BTotal = $29.6 B

� General 
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less than ½ 

of the 

whole 

budget
Income Tax, 6.3Income Tax, 6.3Income Tax, 6.3Income Tax, 6.3
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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



Governor O’Malley’s proposal

� $1.014 billion in cuts

� $913 million in fund transfers

� $389 million extended Federal 
Medicaid stimulus

� Medicaid and K-12 education are the � Medicaid and K-12 education are the 
only large increases



How did Montgomery do?
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2011budget cuts focused on  

local aid, Medicaid rates & state 

employees

$ millions $ millions $ millions $ millions ---- total $1,014total $1,014total $1,014total $1,014

Local 
Aid, $330

MA Hospital 
Pmts, $123

Employee 
Comp, $146

Bond ICC & Aging 
Schools, $163

Employee 
Health, $48

Other, $204



Example of “Level Funding”

Local Health Aid
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Legislative Services’ Advice 

to the Budget Committees

� $389 million in Federal Medicaid funds are 
not certain

� “You need a Plan B”

� Options� Options

� $274 million projected fund balance

� $635 million Rainy Day Fund

� Budget cuts

� Legislative Services suggests $250 million in cuts 
to cover the risk of federal funding not being 
extended, and leave a fund balance



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

� Governor assumes $389 million in budget 
balancing strategybalancing strategy

� Effect of US Senate balance?



These won’t get us there

� Maryland needs a BALANCED approach to 
balancing the budget.



Long run estimates remain 

billions in the red
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It’s time to put revenues back 

on the table

� Continue “millionaire tax”

� Reform corporate tax

� Gasoline tax

� Alcohol tax� Alcohol tax

� Sales tax on consumer services

� Prudent use of reserve fund



� 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



Thank you

� Play The Maryland Budget Game

� www.marylandpolicy.org


