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FROM THE LEGISLATURE:
Sometimes borrowing money is a good idea. 

Borrowing for a long term investment such as a home or refinancing a home or business at a lower interest rate can be good borrowing ideas.  Conversely, maxing out your credit card to pay for groceries and other daily living expenses and then paying just the minimum monthly payment is a poor use of loaned money.

The State of Maine’s borrowing 447 million dollars to help balance the budget is a combination of both the good and the bad.  Sadly, much of what is included in this borrowing package is what can only be considered profoundly irresponsible at best.

The good part of the state’s borrowing plan is the refinancing of the Unfunded Actuarial Liability (UAL) - the state employees retirement system.  This was Representative Sawin Millet’s idea and it was a good one.  By financing at a lower rate, we can save the state millions. Unfortunately some of the members of the Joint Standing Committee on Appropriations thought that if a little borrowing was good maybe more borrowing is better and gleefully decided to go where this state had never gone before - deficit spending. 
Never has this State government borrowed so much and without the people’s approval.  What’s even worse is that the majority of the loan, which will take 16 years to pay back, will be used not for a new highway or a new school but for current government operating expenses!  Next year’s kindergarten student will be in his third year of college by the time the state has finished paying for the day-to-day expenses of our coming fiscal year.  

The Constitution of Maine, which specifically states that this kind of borrowing is not permitted, has prevented this kind of careless fiscal management until now. But clever constitutional attorneys working for the Governor have found technically legal ways of circumventing what is at the very least the spirit of our state’s constitutional law.

Clearly, had the Governor and the leaders of the majority party decided not to put the state even further into debt, some difficult and uncomfortable political decisions would had to have been made, specifically – freezing or cutting spending on programs.  This new borrowing plan swept the tough choices under the rug for another day and another administration. 

Indeed, spending is continuing at a record pace!  The Governor has said that spending is lower than previous administrations, but that is only true if certain state expenditures are moved outside of the balance sheet.  If simply saying you are not spending is enough to lower the budget then the Governor’s assessment is correct.   In the meantime, MaineCare expands dramatically, state workers receive generous raises (as does the Maine State Employees Association), and Dirigo Health hires more administrators.  

The people of Maine have been taxed to the limit - no other state taxes its people at a higher rate.  We already sold the liquor business.  That gave State Government $125 million up front for the last biennial budget but we are losing $26 million in annual revenue over the next 10 years because of that sale.  And yet that is still not enough money for our ever expanding government to pay its bills. The Governor’s idea of selling the State Lottery met with such displeasure that the idea was soon scrapped.  Instead this “revenue bond” (read “irresponsible borrowing”) was proposed which pledged the revenues from the same lottery and other revenues for the next 16 years.  Again, the lion’s share of this borrowed money is to be used for current operating expenses.  

Because of this juvenile fiscal management and because of the lack of confidence that conditions will change soon, bond rating agencies such as Fitch’s and Moody’s have downgraded our bonds.  This simply means that when the state does borrow money it will cost more.  Fitch cites “depletion of reserves and a continuing structural imbalance” along with “use of one-time measures, which fail to address long-term problems” as reasons for the downgrade.  Moody’s declares “continuing tight liquidity position leading to four years of cash flow borrowing and the use of one time solutions in balancing the state’s operating budget.”

To counter what appears to be a financial train wreck for this state, other critics of the $447 million borrowing scheme launched a “people’s veto” referendum.  This referendum would give the people of Maine, as they have always had, the final say as to whether we want to borrow this huge some of money or not.  It is a chance to approve or disapprove of deficit spending for this state – nothing more, nothing less.

Petitioners must gather over 50,000 signatures by June 28th.  It’s a tall order but certainly worth the effort considering what is at risk.  Should the petitioners achieve the required number of signatures, state government will continue to run as usual.  Blustering to the contrary is false.  If in November the people vote down the borrowing plan, a special session to enact a supplemental budget will be called.  The change in the budget will be made up by some cuts and freezes in spending and/or increases in revenue.

This Governor’s borrowing plan is a bad idea.  If we borrow this huge sum of money without the people’s approval, how much borrowing will we be able to do for General Obligation bonds such as for highways, courts, Land for Maine’s Future and other necessary long term investments?  The idea of pledging revenues from this state to fund current operating expenses and to be paid off in a large part by our children years from now should not be allowed.  This people’s veto, know as “Don’t Mortgage ME”, is one way responsible people can bring frugality and common sense back to our beloved state.      
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