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2 Governor Tom Corbett proposed a 
$27.3 billion budget which includes 
no new taxes and calls for a 3.1 percent
reduction in spending. The nearly $900
million budget reduction required 
$2.6 billion in spending cuts. The state 
is faced with a $4.16 billion deficit,
making this year’s budget “a day of
reckoning,” according to the governor. 

To close the $4.16 billion “hole” in 
the budget, the governor proposes 
to use $2.65 billion in federal funds, 
$750 million in one-time revenues and
$665 million in one-time expenditure
reductions. His plan, which resets state
spending to nearly 2008-09 levels,
eliminates 103 appropriations, reduces
funding for more than 150 appropriations,
consolidates 55 appropriations and
eliminates 1,500 state jobs.

Governor Corbett said his proposal 
was guided by four basic principles: 
fiscal discipline, limited government, 
free enterprise, and reform. It is focused
on core government functions: public
health and safety, the social safety net,
and education.

Among its economic development
initiatives, the governor’s proposal
includes no Marcellus Shale tax, reinstates
the Capital Stock and Franchise Tax 
phase-out, maintains several tax credit
programs, including the Film Tax credit
and the Job Creation tax credit, and calls
for tort reform. Several business incentive
programs administered by the Department
of Community and Economic Development
are proposed to be consolidated into one
tool called the Liberty Loan Fund.

Despite the tough fiscal year, there are
investments in this proposed budget,
including the Research and Development

tax credit cap. It will not only be restored,
but will be increased to $55 million – 
a $15 million jump.

In education, the administration
recommended a one-year salary freeze 
on all school district personnel, which it
estimates would save $400 million.
Master’s degree salary bumps and tuition
reimbursement would be abolished, 
and voter approval would be required 
for school budgets that would raise
property taxes above the rate of inflation.
In addition, the governor has proposed 
to allow school districts to lay off teachers
for economic reasons. His proposed
budget also restores cuts previously made
to the Education Improvement tax credit
(EITC) and raises the total tax credits
available for EITC to $75 million.

Welfare spending actually increases 
by $608 million. The governor also
proposed what he called the first step
toward reforming the public welfare
system in order to save millions of dollars
in state funds. Among the proposed
welfare reforms are rebalancing the 
long-term living system, redesigning 
care management, and tackling fraud 
and abuse. The proposed reforms are
estimated to save about $365 million
from the Department of Public Welfare’s
budget.

In order to balance the budget, the
governor moved $154 million in Tobacco
Settlement fund revenue and programs 
to the General Fund, as well as Moving
Violation surcharges. Based on current
revenue predictions, the Budget Office
estimates it will have a year-end balance
of $5 million. 
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"I�said�we’d�cut.�I’m�not�asking
you�to�read�my�lips.�I’m�asking
you�to�read�my�budget."

- Governor Tom Corbett
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The Department of Community and
Economic Development (DCED) will
conduct business in a whole new way 
if the governor’s budget proposal is
approved. The proposal reduces the
number of DCED programs from 127 
to 56. Funding for the department is
reduced by $114 million or 32 percent.
Twenty-two line items were zeroed out,
including those for more than $70 million
in “walking around money” commonly
referred to as WAMs.

The department will focus on modernizing
economic development delivery services
and proactively addressing the needs of
businesses. If approved, the agency’s key
programs, which consolidate services for
economic development and job growth
would be:

The Liberty Fund, a new economic
development financing partnership, which 

will include the use of new, flexible
financing tools to leverage additional
private-sector funds for job creation. The
fund will combine the current resources
of six existing funds, plus interest and
loan repayments. The fund will combine
the Commonwealth Financing Authority,
the Pennsylvania Industrial Development
Authority, the Machinery and Equipment
Loan Fund, the Pennsylvania Minority
Business Development Fund, the
remaining Tobacco Settlement Fund
investments and the Small Business 
First Fund.

Pennsylvania First Program will
combine three existing programs –
Opportunity Grants, Customized Job
Training, and Infrastructure Development
Program – and is intended to allow for
flexible and fast responses to companies'
needs.
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Taxes

There are no new taxes in the
governor’s budget proposal. The
governor’s budget also reinstates 
the phase-out of the Capital Stock 
and Franchise Tax until the tax is
eliminated in 2014.

The governor also called for property 
tax reform, suggesting that a voter
referendum be required if school 
district officials propose new property
tax increases greater than the rate 
of inflation.

DCED Streamlined,�continued�on�page�3

To maintain economic momentum and
competitiveness, Governor Corbett has
directed state government to evaluate 
its permit process, eliminate backlogs 
and expedite actions that may result in 

the creation of jobs. The Secretary of
Community and Economic Development 
is authorized to expedite pending permits
or actions in any agency where job creation
may be impacted.

Regulation

Pennsylvania is currently one of only a 
few states with a joint and several liability
system. The governor has proposed 

to reform this system and indicated 
he would sign legislation providing 
for comparative negligence.

Legal and Tort Reform

In his address, Governor Corbett
announced the creation of a Privatization
Task Force to determine which government
functions might be unnecessary and/or

might be done better by the private sector.
This proposal is not limited to, but will be
focused on, the governor’s proposal to
privatize the state’s wine and spirits stores.

Privatization Task Force

"My�administration�is�committed
to�a�study�that�looks�at�how�
best�to�get�us�out�of�a�business
we�should�never�have�entered.�
I�am�talking�about�the�liquor
business.�This�isn’t�about�money.
It’s�about�principle."

- Governor Tom Corbett

Online Budget “Dashboard”

Governor Corbett announced 
the creation of a new website 
to allow citizens to read his
budget proposal, track revenue
sources, check department
spending, and find capital and
workforce information. Dubbed
the budget “dashboard,” the 
new transparency website can 
be found at www.pa.gov/open.

DCED Streamlined and Modernized
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DCED Streamlined continued

Discovered in PA, Developed in PA
will assist small businesses with
identifying and accessing the
technology and/or financial assistance
to help them grow and compete. 
The program will develop and deploy
regional experts versed in the technical
and financial services available. 
In addition, the Governor’s Action
Team will be tasked with reaching 
out to high-growth companies and
exploring the range of opportunities
related to homegrown, high-growth
economic development strategy.

Partnerships for Regional Economic
Performance will provide grants to 
a consortia of economic development
service partners. These grants will be

awarded on a competitive basis with
the most developed partnerships
receiving the funding to support their
efforts. The new program will create a
public/private advisory board that will
help define a comprehensive economic
development approach and
quantitative metrics to assess
performance.

Keystone Communities will serve as
the commonwealth’s core community
revitalization tool, focusing on
creating thriving downtowns. DCED
will discontinue funding communities
that expect annual entitlements and
instead focus on providing training
and technical assistance as well as
competitive awards.

"In�recent�years,�the�Department
of�Community�and�Economic
Development�has�been�a�hunting
ground�for�assorted�nice-to-
haves�that�were�especially�nice
to�have�when�looking�for�a�
few�votes�back�home.�We�can’t
afford�that.�We�never�really
could."

- Governor Tom Corbett

The governor’s budget proposal has 
no tax on Marcellus Shale extraction. 
To better harness the potential of this
emerging industry, the governor issued
Executive Order 2011-01 forming the
Marcellus Shale Advisory Commission 
led by Lieutenant Governor Jim Cawley.

The commission is charged with making
recommendations on how Pennsylvania
can build the Marcellus Shale industry
while also protecting Pennsylvania’s
lands, drinking water and air. The
commission is to report its findings 
within 120 days of its first meeting.

The following individuals were invited to
join the commission: 

• Mike Krancer, acting Secretary of
Environmental Protection, Harrisburg

• George Grieg, acting Secretary 
of Agriculture, Harrisburg

• C. Alan Walker, acting Secretary 
of Community and Economic
Development, Harrisburg

• Barry Schoch, acting Secretary 
of Transportation, Harrisburg

• Patrick Henderson, the Governor’s
Energy Executive, Harrisburg

• Robert Powelson, chairman 
of the Pennsylvania Public 
Utility Commission, Harrisburg

• Glenn Cannon, executive director of
Pennsylvania Emergency Management
Agency, Harrisburg

• James W. Felmlee, president of 
the Pennsylvania State Association 
of Boroughs, Harrisburg

• Clifford “Kip’’ Allen, president of 
the Pennsylvania League of Cities 
and Municipalities, Harrisburg

• Gene Barr, vice president, Government
and Public Affairs, Pennsylvania
Chamber of Business and Industry,
Harrisburg

• Terry R. Bossert, vice president,
Government and Regulatory Affairs,
Chief Oil & Gas, Harrisburg

• Jeff Wheeland, Lycoming County
Commissioner, Williamsport

• Vincent J. Matteo, president
Williamsport-Lycoming Chamber 
of Commerce, Williamsport

• Terry Engelder, professor of
geosciences, Penn State University,
Department of Geosciences, 
University Park

• Matthew J. Ehrhart, executive director
of the Chesapeake Bay Foundation’s
Pennsylvania office, Harrisburg

Marcellus Shale 

Marcellus Shale,�continued�on�page�4

"Let’s�make�Pennsylvania�the
Texas�of�the�natural�gas�boom.
I’m�determined�that�Pennsylvania
not�lose�this�moment"

- Governor Tom Corbett
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Marcellus Shale continued

• Ronald L. Ramsey, senior policy
advisor, the Nature Conservancy,
Pennsylvania Chapter, Harrisburg

• David Porges, chief executive officer,
EQT, Pittsburgh

• Christopher J. Masciantonio, general
manager, State Government Affairs,
U.S. Steel, Pittsburgh

• Cynthia Carrow, vice president 
of Government and Community
Relations, Western Pennsylvania
Conservancy, Pittsburgh

• David Sanko, executive director of 
the Pennsylvania State Association 
of Township Supervisors, Enola

• Dave Spigelmyer, vice president,
Government Relations, Chesapeake
Energy, Canonsburg

• Randy Smith, U.S. Government Affairs
Manager, Exxon Mobil, Fairfax, Virginia

• Ray Walker, chairman Marcellus Shale
Coalition, Canonsburg

• Chris Helms, NiSource Gas
Transmission and Storage, 
Houston, Texas

• Terry Pegula, Delray Beach, Florida

• Jeff Kupfer, Chevron, Washington, D.C.

• Gary Slagel, chairman, PA Independent
Oil & Gas Association, Wexford

• Anthony S. Bartolomeo, chairman,
Pennsylvania Environmental Council,
Philadelphia 

• Nicholas S. Haden, vice president,
Reserved Environmental Services, 
Mt. Pleasant

The governor’s proposal focuses on
preventative care and aid for those 
truly in need.

The Department of Health will continue 
to provide direct services, including
health screening and public health
infrastructure. Reductions will be 
made in some outreach and education
programs, and the regional cancer
institutes’ line item was zeroed out.

Health funding will be focused on
treatment and services for rare disease
management, emergency preparedness,
cancer and newborn screening, special
medical, and maternal and child health
programs. There is also an expansion 
for consumer-directed care.

Overall, the Department of Health will
receive $295.2 million in the proposed
budget, a $62 million or 26 percent
increase. This increase includes the
transfer of $74 million from the Tobacco
Settlement fund to the General Fund.
The Tobacco Settlement dollars are 
for health research and tobacco use
prevention and cessation efforts.

There is no funding for a new
Department of Drug and Alcohol
Programs in the governor’s proposed
budget.

Public welfare spending actually
increases by nearly $608 million or 
5 percent, but supplemental state and
federal funding for hospitals would be
cut by $333.3 million. There will also be
strategic reductions in some outreach
and education programs.

The budget proposal takes the first steps
toward reforming the public welfare
system with several broad-based, 
cost-containment reforms designed 
to save money. Those proposed 
reforms are:

Rebalance Pennsylvania’s long-term 
living system by implementing a
variety of home- and community-
based service reforms. This proposal 
is expected to save $40.5 million.

Care management reform will
redesign the health care plan to
broaden service options and focus 
on personal responsibility, prevention
and wellness. This proposal is 
expected to save $55.5 million.

Smart purchasing strategies will
standardize rate setting and promote
competition and cost containment.
This proposal is expected to save
$165.5 million.

Health and Public Welfare

Health and Public,�continued�on�page�5

"My�budget�retains�the�core
services�to�care�for�our�needy.�
At�the�same�time�it�puts�the
brakes�on�a�runaway�train�
of�spending."

- Governor Tom Corbett
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Health and Public continued

Fair share payments will encourage
recipients to make cost-conscious
decisions about the services they
receive and whenever possible pay 
a fair share for services and providers.
This proposal is expected to save
$56.1 million.

Combating waste, fraud, misconduct
and abuse will include more aggressive
efforts to ensure eligibility prior to
benefits being paid, increase provider
audits and the review of medical services
in hospital settings, and expand the
nursing facility recovery audit program,
including automated records review. 
This proposal is expected to save 
$46.6 million.

Funding to universities in the State
System of Higher Education and four
state-related institutions (Penn State,
Temple, Pitt, and Lincoln Universities) 
is proposed to be reduced by about 
50 percent. All non-state-related schools,
which are non-preferred appropriations,
do not receive any funding in the
proposed budget. Institutional assistance
grants are also reduced by 50 percent.

The governor’s proposed budget also
accounts for the loss of federal stimulus
dollars and resets basic education
funding to 2008-09, pre-stimulus 
levels. Local public schools will receive
$8.6 billion, including $5.2 billion in
Basic Education Funding, a 2 percent
increase in the state’s share.

Governor Corbett’s proposal eliminates
automatic salary increases for teachers
with master’s degrees, which could 
save school districts approximately 
$200 million and suggests a one-year
salary freeze for all school employees –
administrators, teachers and support
staff. This proposal could save school
districts $400 million.  

The budget proposal also includes
recommendations to improve and
strengthen charter schools. 

Accountability Block Grants are
eliminated in the proposed budget, 
as are the Science: It’s Elementary
program and the Science in 
Motion program.

Education

"This�fiscal�crisis�is�a�time�to
rethink�state�spending�on�
higher�education."

- Governor Tom Corbett

Funding is proposed to increase 
$13.58 million for prison operations 
and medical care, education and training
of state prison inmates. The increase
replaced federal American Reinvestment
and Recovery Act (ARRA) funds and adds
1,260 inmate beds in new housing units
at four institutions and community
correction centers.

An additional $7.5 million in funding 
is also proposed to maintain a favorable
inmate-to-parolee ratio and enhance
case management processing.

The administration estimates it will 
save $29 million with the end of
contracts to house prisoners in 
Michigan and Virginia.

The State Police will also receive a 
$41.6 million increase, which includes
funding for two cadet classes.

Corrections and Public Safety

"We�need�to�think�smarter�about
how�and�when�and�how�long�
to�jail�people."

- Governor Tom Corbett



Budget Hearings,�continued�on�page�7

Page 6

Budget Hearings 

House Budget Hearing Schedule

The�House�Appropriations�Committee
will�hold�all�of�its�2011-2012�budget
hearings�in�Room�140�of�the�
Main�Capitol�Building.

Monday, March 14

10 a.m. Department of Revenue

1 p.m. Department of Aging

2:30 p.m. Public Utility Commission

3:30 p.m. Office of Consumer

Advocate/Office of Small

Business Advocate

Tuesday, March 15

9 a.m. Auditor General

10 a.m. Treasury Department

11 a.m. Attorney General

1:30 p.m. Gaming Control Board

Wednesday, March 16

9:30 a.m. Department of Conservation

and Natural Resources

10:30 a.m. Department of

Environmental Protection

1:30 p.m. Department of Agriculture

3 p.m. Department of State

Monday, March 21

10 a.m. Department of 

General Services

1 p.m. PSERS/SERS

Tuesday, March 22

10 a.m. Department of Military 

and Veterans’ Affairs

11 a.m. State Police

1:30 p.m. Department of

Corrections/Board of

Probation and Parole

Wednesday, March 23

10 a.m. Department of

Transportation

1 p.m. Insurance Department

Thursday, March 24

10 a.m. Department of Community

and Economic Development

1 p.m. Department of Health

(including Department 

of Drug and Alcohol, 

if necessary)

Monday, March 28

9:30 a.m. Judiciary

10:30 a.m. State-related Universities

1:30 p.m. State System of 

Higher Education

2:30 p.m. PHEAA

Tuesday, March 29

10 a.m. Liquor Control Board

1 p.m. Department of Education

Wednesday, March 30

9:30 a.m. Department of Labor 

and Industry

10:30 a.m. Community Colleges

11:30 a.m. Thaddeus Stevens College 

of Technology

1:30 p.m. Department of Public Welfare

Thursday, March 31

10 a.m. Budget Secretary/Office 

of the Governor/Executive

Offices

1 p.m. Member Testimony

Senate Budget Hearing Schedule

The�Senate�Appropriations�Committee
will�hold�all�of�its�2011-2012�budget
hearings�in�Hearing�Room�#1,�
North�Office�Building.��

Wednesday, March 16

9:30 a.m. Governor’s Budget

Office/Executive Offices 

and Office of the Governor

1 p.m. Treasury Department

3 p.m. Department of Labor 

and Industry

Thursday, March 17

9:30 a.m. Department of 

General Services

1 p.m. Public Utility Commission

3 p.m. Insurance Department

Monday, March 21

9:30 a.m. SERS/PSERS

1 p.m. Office of Attorney General

3 p.m. Department of Military 

and Veterans Affairs
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Budget Hearings continued

Tuesday, March 22

9:30 a.m. Liquor Control Board

1 p.m. Pennsylvania State Police

3 p.m. Department of Conservation

and Natural Resources

Wednesday, March 23

9:30 a.m. Department of Revenue

1 p.m. Department of Health

3 p.m. State System of Higher

Education

Thursday, March 24

9:30 a.m. Department of

Environmental Protection

1 p.m. Department of

Transportation

3 p.m. Department of Aging

Monday, March 28

9:30 a.m. Office of Auditor General

1 p.m. Judicial Department

3 p.m. State Related Universities

Tuesday, March 29

9:30 a.m. Department of Education

1 p.m. Department of Corrections/

Probation and Parole

3 p.m. Department of Community

and Economic Development/

Pennsylvania Housing

Finance Agency

Wednesday, March 30

9:30 a.m. Department of 

Public Welfare

1 p.m. Department of Agriculture

3 p.m. Gaming Control Board

Thursday, March 31

9:30 a.m. Department of State

10:30 a.m. PEMA/Homeland Security
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