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Nonprofits in Maryland’s Economy
How does the economy affect the Maryland 
budget?
How does the federal stimulus funding affect 
the Maryland budget?
How is the budget balanced?
What will happen in the future?



Nonprofits in Maryland’s 
Economy



Nonprofit employment 
compared
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Employment growth 1998-2006
Nonprofits add jobs employment 
growth faster than overall
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Nonprofit employment 2006
Nonprofits provide 1of 8 every jobs in 
Maryland

Maryland 243,000 12.9%

Anne Arundel 13,000 5.5%

Balto City 84,000 23.8%

Balto Co 34,000 9.1%

Harford 5,000 5.8%

Source: Maryland Nonprofits



How the economy affects the 
state budget



Over ¾ of our revenue base is 
extremely sensitive to economic 
conditions

Income 
tax, $7.2

Sales tax, 
$3.7

Lottery, 
$0.5

Corp. Tax, 
$0.6

Tobacco 
tax, $0.4

Others, 
$1.3

Maryland General Fund
FY 2010 Revenues 

($ Billions)
Total = $13.7 billion

MD Board of Revenue Estimates 12/08.  Federal & Special funds not 
included.



Mortgage defaults continue to 
increase
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Maryland unemployment 
surges

Maryland data
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State Revenue Estimates

Maryland General Fund Revenue Estimates
National recession moves state revenue trend from growth to decline
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Based on actual collections to date, fiscal 
year 2009 revenues will be well below the 
March estimate

and fiscal year 2010 revenue estimates will be 
reduced in September.



We Are Not Alone

Source: Center for Budget and Policy Priorities 7/24/09



What is there to cut?

Maryland Budget - All Funds
FY 2010 - $ billions

Total $32.3 B

Pub 
Schools, 

$6.5

Higher Ed, 
$4.6

Medicaid, 
$5.6 Health, $2.6

Transp., 
$3.9

Pub Sfty, 
$1.8

Other, $4.3

Soc. 
Services, 

$2.0

Other Local, 
$1.0



Keeping score? 
State budget reductions so far …

$ millions – general funds

Legislative cuts Apr. '09 577

“Down-payment” July ’07 200
Governor’s budget Jan. ’08 550
Legislative reductions April ’08 227
Required by Budget Bill July ‘08 50
Board of Public Works Oct. '08 297
BPW Mar '09 67
Governor’s budget Jan. ’09* 697

BPW July ‘09 281
Cumulative Total 2,946

* Excludes “contingent” reductions proposed by Governor.



Nonprofits under stress
Typical Fund Sources

Corporate
Support

Foundation
Grants

Membership

Fee for 
Service

Government

Individual
Contributions

Non
Profit



Nonprofits under Stress
Feb ’08 – Mar ‘09

52% of organizations experienced a decrease in contributions. 

31% of grantmakers gave less money in grants 

35% percent of organizations cut their annual budgets from 2008 to 
2009.

59% cited increase in demand for services

Of organizations that have cut their budgets
57% cut services 
45% freezing staff salaries 
30% layoffs

8% in imminent danger of closing their doors

Source: GuideStar



Federal Economic Stimulus

National Totals
$787 billion
$223 billion for state and local government



Why was this such a good idea?

Helps the economy
Business and consumer spending is DOWN. 
Government has to step in to prop up 
employment and production.
States have to balance budgets. Service cuts 
further weaken the economy.

Helps people in need
State-run programs like medical assistance, 
unemployment insurance and income support, 
are the critical strands in the “safety net.”



Stimulus Aid for Maryland

Medicaid, Education 
Aid, Flexible Aid

$2.1 billion
Can help the budget 
shortfall

Infrastructure
$781 million
Transportation, water 
quality, housing

Other Formula Funding
$780 million
Education, nutrition, 
unemployment, 
training, weatherization

Competitive grants
Over $19 billion 
nationally



Governor O’Malley’s Plan
3 Years 2009-2011 - $2.1 Billion
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“Deficit Reduction” 
means

education, health, public 
safety and assistance 
programs that would 
otherwise been cut.



Approved Budget April 13, 2009

The numbers…

Total: $32.3 Billion
3.5% increase

General funds: $13.8 Billion
3.3% DECREASE

Federal funds $9.3 billion 
21% increase



How was it balanced?

Federal Stimulus payments
$2.5 billion in fiscal year 2009 
and 2010

Fund transfers & balances
$1.8 billion over 2 years

Cuts: $840 million
($577 million in general funds)



Increases that won’t happen:

Employee compensation
Most Medicaid providers
Most group homes
Local aid formulas



July 2009 BPW Cuts

Health and higher education are the 
biggest losers
Half of the cuts are “fund swaps” or 
transfers
Revenues continue to deteriorate
More cuts to come

$400 million by Labor Day



“Notable Cost Saving 
Actions”

$75 M due to enhanced federal Medicaid match 
$34 M from reductions in Medicaid payments to 
hospitals, nursing homes, managed care 
organizations, & other health care providers 
$40 M of higher education savings related to USM, 
Morgan, and aid to private colleges 
$3 M (20%) reduction to stem cell funding leaves 
$12.4 million 
$10 M from assigning interest earned on special fund 
balances to general fund 
$5.5 M cut from lottery advertising budget 

Source: Governor Martin O’Malley



July 2009 BPW Cuts
$281 million

General Fund Cuts by Agency
$millions ~ total = $281 m

Health,  145.2 

Univ of Md. 
Sys.,  37.7 

Treas,  6.1 

Lottery,  5.6 

Carry-over 
funds,  20.0 

Special Fund 
Interest,  20.0 

Others,  32.6 

Nat. Res.,  4.1 

Atty. Gen,  6.1 

Educ. Dep't, 
4.2 



July 2009 BPW Cuts
$281 million

General Fund Cuts by Type
$millions ~ total = $281 m

Transfers,  43.5 

Programs,  42.1 
Grants,  8.2 

Operations, 
28.8 Rate Cuts,  25.3 

Empl. 
Compensation, 

1.7 

Reduced need, 
6.7 

Fund Swap, 
93.6 

Other,  25.7 

Positions,  5.9 



The Future

Next year (2010 session, FY 
2011 budget)

Shortfall in the $1 to $2 
billion range
Election year – revenues 
are considered “off the 
table”
$650 million in reserve 
fund
Other 1-time actions 
exhausted
The all-cuts solution?

2 years out (2011 session 
2012 budget)

Stimulus Aid runs out
Additional shortfall
Economic recovery?
Revenues?



Budget Forecast
as of April ‘09

Dept. of Legislative Services Forecast
General Funds
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GF + Stim Exp.

GF Expense

Projected Shortfalls ($b)

- $1.2 $1.9 $1.9 $2.0



Thank You
www.marylandpolicy.org
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