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Pennsylvania Budget Preliminary Analysis  
for Fiscal Year 2007/08  

 
This year’s narrative is divided into three sections given the scope and complexity of he budget 
briefings offered today by the administration. 

t
 

 
Governor Rendell’s Budget Address 
As members filed into the House chamber for a joint session of the Pennsylvania House of 
Representatives and Senate, Governor Edward G. Rendell could observe many changes:  Speaker 
Dennis O’Brien (R-Philadelphia) presiding over his first budget address, a majority – albeit slim – of 
House Democrats, and the new faces of Senate Republican leadership.  Coming on the heels of his 
overwhelming re-election, Rendell undoubtedly felt emboldened to make the broad proposals 
contained within his fiscal year (FY) 2007/08 budget. The address began with the governor’s 
recognition of the nation’s servicemen and women, especially Pennsylvanians serving in Iraq and 
Afghanistan. He noted, before the opening moment of silence, that no state has sent more 
National Guard troops than Pennsylvania. The commonwealth has lost 35 National Guardsmen; a 
total of 159 Pennsylvanians have died in the conflict. 
 
Rendell outlined his administration’s top seven achievements, stating that “…they are a product of 
what we [he and the legislature] did together…:” 
 

• Expanding PACE/PACENET, 
• Providing homeowner/property tax relief for seniors, 
• Expanding full-day kindergarten, 
• Modernizing high school classrooms, 
• Investing $3 billion in an ongoing economic stimulus package (More Pennsylvanians are 

working than at any other time), 
• Controlling the costs of health care, social service programs, and growth of state 

government, and  
• Proving Pennsylvania a leader in the research and development of alternative energy 

resources. 
 
The governor hit hard on the issue of unfunded federal government mandates, noting that federal 
mandates coupled with cutbacks, have required Pennsylvania to pay over $2 billion since 2003 
($718 million this year). As such, his proposed increase in the state sales tax from six to seven 
percent would not only reduce property taxes, but over 50 percent of new tax revenues realized 
would go toward balancing the state budget. He said, “We need to put our house in order even 
though others are responsible for damaging it.” 
 
The Prescription for Pennsylvania is the Rendell administration’s version of a universal health care 
proposal, aiming to cover the 800,000+ uninsured Pennsylvanians. He noted that Pennsylvania’s 
approach is different because it provides universal access and addresses primary cost drivers. 
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From 2000 – 2006 the cost of health insurance premiums rose 75 percent, the rate of inflation 
rose 17 percent, and wages of Pennsylvanians increased 13 percent. 
The governor noted that all Pennsylvania children have access to health insurance through the 
Cover All Kids (CAK) program, approved by the legislature at the close of the 2005/06 legislative 
session, and that this plan will improve the competitiveness of businesses (especially small 
businesses). Therefore, the Prescription for Pennsylvania or Cover All Pennsylvanians (CAP) 
proposal serves not only as a health care initiative but as an economic stimulus package. While not 
a formal part of the CAP program, the governor also outlined a series of legislative initiatives to 
address the epidemic of gun violence in the commonwealth. 
 
Other highlights of the governor’s budget include: 

• The Pennsylvania Energy Independence Strategy, which could save Pennsylvanians over 
$10 billion over the next 10 years; 

• Universal access to pre-kindergarten and full-day kindergarten for children; 
• Considering private management of the turnpike; and 
• A six percent gross receipts tax on oil companies which is promised to not be passed along 

to consumers at the pump. 
 
The complete budget can be viewed online at 
www.governor.state.pa.us/governor/cwp/view.asp?a=1101&q=451335. A webcast of the address 
as well as a text version are also available from the link. 
 
Cover All Pennsylvanians (CAP)/Prescription for Pennsylvania 
The budget briefing to discuss the CAP program was moderated by Rosemarie Greco, Governor’s 
Office of Health Care Reform. Participants included Diane Koken, commissioner, Pennsylvania 
Department of Insurance (DOI); Dr. Calvin Johnson, secretary, Pennsylvania Department of Health 
(DOH); Nora Dowd Eisenhower, secretary, Pennsylvania Department of Aging (DOA); Mike 
Nardone, former head of the Pennsylvania Long Term Living Council and now deputy secretary, 
Office of the Budget, Pennsylvania Department of Public Welfare (DPW); and Estelle Richman, 
secretary, DPW. 
 
While the briefing was lengthy many details are yet to come, whether in the form of additional 
briefings or legislation. Ms. Greco indicated that development of the plan addressed issues of 
quality, accessibility, affordability, and cost. Under this proposal no one receiving services will lose 
eligibility, children will not see a reduction in services, and all Pennsylvanians will be covered. She 
noted that Pennsylvania government – in varying forms – pays approximately 20 percent of the 
state’s overall health care premium. 
 
CAP strives to be a pay-for-performance system, a term that was used many times during the 
briefing. in reference to a variety of programs. According to the administration: 

• 71% of Pennsylvania’s uninsured are employed, 
• 76% of Pennsylvania’s uninsured have an income below 300 percent of the federal poverty 

level, 
• 49% of Pennsylvania’s uninsured are between the ages of 18-34, and 
• 62% of Pennsylvania businesses offer health insurance benefits. 

 
In the 2007/08 budget the investment in CAP is $302.2 million. 

• A 3 percent gross income assessment will be placed on businesses currently not providing 
health insurance. 
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• A portion of Tobacco Settlement Funds (TSF) will be utilized. 
• The administration will seek federal funds for the program. 
• The adultBasic program would cease to exist (and soon the waiting list for the program 

would be eliminated). 
 
Commissioner Koken provided an overview and update of the CAK program. She noted that 
legislation passed last session expanded the current Children’s Health Insurance Program (CHIP) to 
all eligible Pennsylvania children. Coverage can be obtained on a sliding scale ranging from $38-
60/month dependent upon income. Those outside the income limits can purchase the coverage at 
the state’s cost per child. The CHIP/CAK web site (www.chipcoverspakids.com) receives one 
million hits/month. CAK will cover 21,000+ children this FY. 
 
Under the proposed CAP program, DOI would review best practices; review health insurer 
affordability and efficiency; establish a minimum benefit package; require that employers/insurers 
use information other than age, family size, and geographic location to determine a health 
insurance rate; and require that 85 percent of every dollar be spent on actual health care. 
 
Dr. Johnson discussed that, as the CAP proposal relates to DOH, it would expand access in 
underserved rural areas, allow practitioners to serve to the full extent of their scope of practice, 
establish mobile wellness clinics (DOH estimates that three mobile vans could expand access by 
300 mobile visits/month/van), expand the loan repayment program, establish the Council on 
Health Literacy to ease consumers’ understanding of health information and to eliminate health 
disparities, develop standardized hospital admission criteria, and promote sound regional health 
care investments. While not specifically discussed as part of Dr. Johnson’s presentation, 
PCPA believes there is a 2.4 percent increase in the state line item for the Bureau of 
Drug and Alcohol Programs (BDAP). 
 
Secretary Eisenhower mentioned several notables for DOA: 

• Pennsylvania enacted PACEplus (addressing PACE and the federal Medicare prescription 
drug benefit), 

• PACE is as-good or better than the Medicare benefit, 
• There is no doughnut-hole in the PACE version of the program, 
• Property tax relief came for older Pennsylvanians, and 
• The proposed budget brings additional property tax relief. 

 
Mr. Nardone outlined accomplishments, principles, tenets for the future, and goals of the Long 
Term Living Council. Accomplishments include establishment of the council, development of a 
robust nursing home transition program, expansion in the use of home- and community-based 
services (a year of nursing home care averages $55,892 while a year of home- and community-
based service costs approximately $22,775), the opening of two one-stop information centers (in 
Allegheny and Cumberland counties), and initiation of the study with Penn State University to 
asses long term living issues for the future. 

 

 
The Council’s three principles are that consumers should have more options available and the 
options should be cost-effective, the system should be balanced and address accessibility and 
availability, and funds should be used prudently and individuals should contribute to their care 
appropriately. Four tenets for the future include expanding home- and community-based services, 
developing additional residential options, educating individuals regarding long term living issues, 
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and establishing a new joint office spanning DOA and DPW (Mike Hall will head the council 
beginning in March). 
 
The council’s goals are: 

• Have a 50/50 balance [of people not funding] of nursing home care/home- and 
community-based care by FY 2011/12. The breakdown is now 32/68 with this budget. 

• Have the legislature pass an assisted-living bill. 
• Invest in domiciliary care/other alternatives. 
• Have money for transition of residential services. 
• Invest further in the nursing home transition. 

 
Department of Public Welfare Highlights 
Secretary Richman opened with the following claim still made by too many Pennsylvanians:  
Pennsylvania has 1.9 million welfare recipients. Richman stated that such a claim confuses health 
care with cash assistance. In actuality, of the 1.9 million only 235,000 receive cash assistance and 
70,000 of those are children. She provided a breakdown of the Medical Assistance (MA) budget by 
population served: 

• 48 percent children (accounting for 20 percent of expenditures), 
• 20 percent disabled, 
• 14 percent elderly (accounting for 32 percent of expenditures), 
• 13 percent adults, and 
• Five percent chronically ill (accounting for eight percent of the expenditure). 

 
While MA budget growth was roughly seven to eight percent two years ago, it is 3.5 percent in this 
budget. MA will help in implementation of the CAP proposal. Richman noted that in President 
George W. Bush’s February 5 budget submission to Congress for the upcoming federal FY, $78 
billion is proposed to be cut from Medicare/Medicaid. 
 
The Office of Mental Retardation (OMR) will now be known as the Office of 
Developmental Disabilities (ODD) and be headed by Deputy Secretary Kevin Casey. The 
ODD will include everything previously under OMR, the Bureau of Autism Spectrum Disorder, 
Acquired Brain Injury program, and  Cerebral palsy/non-MR. 
 
Other MR budget highlights include: 

• A “major dent in the waiting list,” as stated by Richman. Pennsylvania will continue to 
serve 46,000 and will now serve an additional 3,428 individuals.  

• A three percent cost-of-living adjustment (COLA) for providers.  
• Attempted elimination of the non-residential waiting list. Every student that leaves high 

school will go to a day program. 
• The budget will fund all those aging-out of EPSDT-funded services. 
• Provide services for 100 additional adults with autism. The autism waiver may be ready by 

March. 
 
Behavioral health highlights include: 

• An overall spending increase of 3.8 percent. 
• A three percent COLA for providers. 
• HealthChoices was implemented in 22 counties on January 1; the remaining 15 counties 

will be up-and-running by July 1. Following this final phase, all 67 counties will be 
enrolled in behavioral HealthChoices. 
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• DPW is definitely looking towards pay-for-performance relative to services. 
• Respite services for over 2,000 families will be provided through the Office of Mental Health 

and Substance Abuse Services (OMHSAS) headed by Deputy Secretary Joan Erney. 
 
Also included in the budget was an initiative to expand community mental health services with 
$19.4 million allocated. A stated, the expansion will “provide home- and community-based services 
for 200 persons currently residing in state hospitals and respite care services for 2,000 families of 
children with mental illness.” PCPA believes these changes will be realized by the closure of 
another state hospital. 
 
The creation of the Office of Child Development and Early Learning, headed by Deputy Secretary 
Harriet Dichter, has been quite successful since its implementation. The model crossing over DPW 
and the Pennsylvania Department of Education has greatly enhanced dialogue between the 
departments and among programs. There is up to a two percent COLA for purchased 
services and rates were modified to address child welfare worker salaries commensurate with the 
new minimum wage requirements. 
 
Other COLAs include: 

• A two percent increase for hospitals. The proposed budget does not remove the 
disproportionate share payments or medical education lines. There is a tie to the CAP 
proposal relating to community access and tobacco. 

• A two percent increase for nursing homes. The administration hopes legislation 
requiring a re-balancing of funding and resources will be passed by January 2008. 

• A split increase was offered to the physical health managed care organizations 
(MCOs). There is a three percent COLA but also a 2.5 percent COLA related to the 
pay-for-performance model. More details on this COLA split are forthcoming. 

• On July 1 there will be a move of consumers in voluntary managed care back to fee-for-
service. 

 
 
Further Information 
Only one further budget briefing has been formally scheduled at this time; the Office of 
Developmental Disabilities on February 22. 
 
Melissa DiSanto Simmons, director of legislative affairs, will monitor relevant House and Senate 
budget hearings. Further information of a policy and legislative nature will be shared with 
members as it is available. Please feel free to contact either Ms. Simmons 
(melissa@paproviders.org) or any policy specialist at the association with questions or comments. 
 
All amoun s on the char s below are shown in thousands.  
(F) – Federal Dollars 
(S) – S ate Dollars 
(A) – Augmentation 
(EA) – Executive Authorization 
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Children’s Services Line Items 
 

 

Children’s Services     2006/07 2007/08 2007/08 2007/08

PROGRAM    LINE-ITEM AVAILABLE 
GOV'S 

PROPOSAL CHANGE
PERCENT 
CHANGE 

DPW   
 (F) Child Welfare Title IV-E 3916 4407 491 12.5%
 (A) Child Abuse Reviews 5989 5989 0 0%
 (F) Child Welfare Title IV-E Information Systems 1010 907 -103 -10.2%
 (F) Child Abuse Treatment and Prevention Act 0 1700 1700 100%
 Child Care Assistance (Total) 0 377508 377508 100%
 County Child Welfare (Total) 1419762 1438490 18728 1.3%
 Child Care Services (Total) 107671 151008 43337 40.2%
 (F) RTF Residential Restraint Elimination 0 0 0 0%
 Early Intervention Services (Total) 147607 163809 16202 10.9%
 Autism Intervention and Services 4801 9683 4882 101.7%
   Nurse Family Partnerships 7778 12833 5055 65%
Education  
 (F) Drug and violence prevention data 1208 381 -827 -68.5%
 (F) School based mental health services 348 348 0 0%
 Head Start Supplemental Assistance 40000 40000 0 0%
 Early Intervention 142173 173099 30926 21.8%
 Special education – Approved Private Schools 86461 89901 3440 4%
 Approved Private Schools – Audit Resolution (06/07) 10000 5000 5000 50%
 Safe and Alternative Schools 23326 23326 0 0%
 Alternative Education Demonstration Grants 43300 0 -43300 -100%
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Department of Health Line Items 
 

 

Department of Health  2006/07 2007/08 2007/08 2007/08 

PROGRAM  LINE-ITEM AVAILABLE 
GOV'S 

PROPOSAL CHANGE 
PERCENT 
CHANGE 

Assistance to D&A Programs  
 (S) Assistance to D&A Programs 41623 42602 979 2.4%
 (F) Substance Abuse Block Grant 56396 56719 323 0.6%
 (F) Special Programs for Student Assistance (EA) 1125 1125 0 0%
 (F) DCSI Adult Offender Treatment (EA) 94 0 -94 -100%
Other  
 Compulsive and Problem Gambling Treatment 1500 1500 0 0%
 (F) Traumatic Brain Injury 274 125 -149 -54.4%
 SABG Administration & Operation 7126 7051 -75 -1.1%
 Substance Abuse Special Project Grants 7951 7418 -533 -6.7%
 State Store Fund Transfer 2040 2040 0 0%
 Tobacco Use Prevention and Cessation 30260 30139 -121 -0.4%
 Services for Children with Special Needs 1645 1645 0 0%

 
Drug and Alcohol – Additional Line Items 
 

 
DEPARTMENT      LINE-ITEM 2006/07 2007/08 2007/08 2007/08

    AVAILABLE 
GOV'S 

PROPOSAL CHANGE 
PERCENT 
CHANGE 

Executive Offices (S) PCCD - Intermediate Punishment D&A 15825 18000 2175 13.7%
Executive Offices (S) PCCD - Intermediate Punishment Programs 3430 3430 0 0%
Probation & Parole (S) Drug Offenders Work Program 222 262 40 18%
Public Welfare (F) Medical Assistance Transportation Program 56287 64602 8315 14.8%
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 Department of Public Welfare Line Items 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

Department of Public Welfare  2006/07 2007/08 2007/08 2007/08 

PROGRAM  LINE-ITEM AVAILABLE 
GOV'S 

PROPOSAL CHANGE 
PERCENT 
CHANGE 

Mental Health Services     
 (S) Mental Health Services 686169 716266 30097 4.4%
 (F) Medical Assistance - Mental Health 214436 212752 -1684 -0.8%
 (F) Homeless Mentally Ill 2059 2035 -24 -1.2%
State Centers for the Mentally Retarded 
 (S) State Centers for the Mentally Retarded 103582 107232 3650 3.5%
Special Pharmaceutical Services 6852 6178 -674 -9.8%
Behavioral Health Services 
 (S) Behavioral Health Services 43981 45300 1319 3.0%
Intermediate Care Facilities - Mentally Retarded 
 (S) Intermediate Care Facilities - Mentally Retarded 116514 125497 8983 7.8%
Community Mental Retardation Services 
 (S) Community Mental Retardation Services 789554 868061 78507 9.9%
 (F) Medical Assistance - Community MR Services 753974 836908 82934 11%
 (F) Social Services Block Grant - Community MR Services 7500 7500 0 0%
Human Services Development Fund 
 (S) Human Services Development Fund 36285 33785 -2500 -6.9%
Services to Persons with Disabilities 
 (S) Services to Persons with Disabilities 52203 68964 16761 32.1%
Other 
 Autism Intervention 3000 4955 1955 65.2%
 (F) Mental Health Services Block Grant - Admin. 173 183 10 5.8%
 (F) Social Services Block Grant - Administration 3641 3641 0 0%
 (F) MHSBG-Community MH Services 15418 15385 -33 -0.2%
 (F) SSBG-Community MH Services 14808 10366 -4442 -30%
 (F) Co-Occurring Behavioral Disorder Treatment 500 100 -450 -80%
 (F) MH Housing Support 0 0 0 0%
 (F) MH Systems Transformation  0 0 0 0%
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Miscellaneous Funding of Interest 

 

DEPARTMENT       PROGRAM LINE-ITEM 2006/07 2007/08 2007/08 2007/08

      AVAILABLE
GOV'S 

PROPOSAL CHANGE 
PERCENT 
CHANGE 

DPW Community Based Family Centers 
  (S) Community Based Family Centers 3148 6563 3415 108.5%
  (F) Family Preservation - Family Centers 7299 7090 -209 -2.9%
Labor & Industry  (S) Vocational Rehabilitation Services 3600 3600 0 0%
Labor & Industry  (S) Centers for Independent Living 2250 1800 -450 -20%
Labor & Industry  Supported Employment 1039 1039 0 0%
Probation & Parole  (S) Sexual Offenders Assessment Board 3202 3683 481 15%
DPW MH Services 
  (F) Suicide Prevention 0 400 400 100%
  (F) MH Transformation Incentive 100 0 -100 -100%
  (F) Money Follows the Person 2000 2000 0 0%
  Psychiatric Services in Eastern PA 3500 0 -3500 -100%
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