US government makes it tougher on States
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WASHINGTON  pay for them, and moving toward

ITIS ALRFADY the worst set of
problemb confronting state and
Tocal governments in a decade.
The only question is whether it
will become the worst set of prob-
‘lems confronting state and local
‘governments in two decades.
' Asalways, the national govern-
-ment is doing its best to make
things wotse. And that, in turn, i3
likely to worsen the impact on
state and local government — in
effect to make the recession deep-
er and more painfal. .

“Inthie carrent mess, brought
about’by the ripid economic melt-
down nationally and exacerbated
by eosts incurred afier the attacks
in September, the government is
‘Wwithholding assistance, imposing
higher expenses without helping

tax breaks that increase the un-
compensated burden on state
treasuries -- all at the same time.

This sad fact of Arnerican poli-
tics and government was driven
home with special comph and a
fresh twist the other day by Repre-
sentative Tom Allen of Maine,
who noted that harmful effects
can come even from ideas that
have merit when considered as
national policy.

Allen’s case in point was the
growing consensus behind some
effort to increase the speed at
which business investments in
new equipment and facilities can
be written off for tax purposes, or
depreciated. If vou accelerate the
time frapne, vou end up increasing
a business's cash flow, making the

investment decision more likely to

be a “yes.” And if youi target it, for

example, at investments made -

over the next 12 months, you have .

created an incentive that can be

both effecting and short-term. . *

* At the moment accelerated de-

preciation is one of just two ideas - -

for economic stimufus — the other

being  new round of direct pay- -

mentsto pnma.nly low-ificome :

workers who got nothing from
last year’s round — that have sup--
port from President Bush, the Re-’
publicans who run the House, and

ate. . N
The problem, Allen notes, is -
that these faster write-offs will go -
right into the tax rules of most
states, Maine included, along with
45 others plus the District of Co-:

the Democrats who run the Sen-

Blobe

lumbla, resulting uyanother jolt
tothejr revenue streams.

How much? A standard pro-
posal, offered Tast month L by Sen-

ate “centrists” led by Olympia .

Snow of Maine and John Breaux
of Loulstana, would costtheaf-
fected states at least $3.6 billion a

 year, as calculated bythe Center

for Budget and Pohcy Prlortties,
liberal resedrch group: whose 20~
vear record 0f accuracy is legend-

 ary. In the case of Allen’s Maine, |

the hit would be some $20 mit- -
lion, As:Allen says, “4t can be com-
pensated for” — butits arguable -
that w1thout sensiﬁvityto the im-

‘pact on states, the costma.jrnotbe :
.- worth the a]legedly stimulative

benefit. . = -
Pardon the reglona,l en'oendre
_but this. isnot small__ potatoes.
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From the recession, the loss of
sales tax and other revenue and
the growing burden of important
costs (aiding local education,
Medicaid, keeping unemploy-
ment insurance solvent, and spe-
cind education) threaten to leave a
$200 million to 300 million gap in
Maine’s budget for the coming bi-
enniwn, or more than double it’s
“rainy day” fund from the prop-
SpErous '90s,

In addition, though the costs
are still being calculated, the add-
ed public health and security costs
sinceSept. 11 are atleast at $10
ritlion after less than three
months.

The Senate Pemocrats’ stimu-
luis plan, blocked from a vote by
the Republicans, would involve
roughly half the revenue [oss from
accelerated depreciation envis-
aged by the centrists. In addition,
tha plas wonrdd have compensated
states for their hardships.

frwould send $5.1 billion in di-

rect relief to the states — 40

percent to offset the depreciation -
loss, another $600 million to keep

the federal share of Medicaid
funding stable, and another $2.5
billion for direct budget support
to minimize cuts a.nd and tax in—
creases.

By contrast, the centrists ear-
mark $5 billion to state and local
“workforce boards” to cover some
of the added expense of helping.
displaced workers with training
and health insurance costs. Trans-
lation: no fiscal relief.

Allen, as a modern Democrat,
believes strongly that aid to the

states can be targeted on recession

and post-Sept. 11 relief, and can

avoid paying for new projects. But '

his main point is that effective
stimulus has to avoid making the
situation worse or it's not worth it.

Thomas Oliphant’s e-meil is
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