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recovery

freenomist Chuck Lawton deliv-
ered a chilling message Monday toa
group gathered to hear how the fed-
eral budget affects the state.
secause of changes in the struc-
of the economy, Maine’s fiscal
Ith is particadarly vulnerable t¢
increases in the interest rate.

And, as Federal Reserve Chalr-
man Alan Greenspan said last week,
= should all expect interest rates to

g0 up, and maybe go up sharply.

Lawton began his analysis by
looking back to state employment
numbers in 1990, Manufacturing
jobs have been in steady decline
except for small upticks in the mid-
and late-1890s. Since 2000, manufac-
turing jobs have suffered a much
sharper decline.

Construction  jobs, however,
dropped like a cartoon anvil be-
tween 1990 and 1993. Since then,
however, construction jobs have
owly returned. After 14 vears, they
ave almost reached 1990 levels.

Meanwhile, overall emaployment
in the state has increased some-
what, leveling off in 2000 and re-
maining steady through 2003.
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OUR VIEW

Lawton, who is the former direc-
tor of the sconomic development -
vision of the Maine State Planni
Office, was speaking at a budget dis-
cussion in Portland sponsored by
1.8, Rep. Tom Allen, which alsc in-
cluded presentations by Robert Bix-
by, executive director of the Con-
cord Coalition, and U.S. Rep. Jehn
Spratt, the ranking member on the
House Budget Committee.

The general theme of the event
was a critigue of current budget pri-
orities being advanced by President
Bush and the large budget deficits
they are projected to produce.

Maine's economy has become de-
pendent on easy money and easy
cyedit, which drives construction
and consumer spending. Low rates
on mortgage refinancing, new car
purchases and other consumer
goods have kept the motor running
through the most recent recession,
which Lawton categorized as a cor-
rection of corporate over-invest-
e, Enron-esque scandals and re-
covery from Sept. 11. -

Looking back 1o 1890, however,
the damage of that recession was
worsenad by rising interest rates,
which killed construction jobs.
Large government deficits apply

a better job of balancing its boo
Lawton suggested, we could i
elves back in 1990

wrwork inconstruction, carry
it card debt or depend on con-

g

v apending for your livelihood,
sderal deficit should mattsr to
. Next year, it's projected to top

Interest rates on credit cards
have already started to creep up,
wnid the Federal Reserve is expact-
ed to raise rates at its meeting later
thismonth.

! itional economy has started
o imoprove, but Maine remains vul-
nerable. So far, low interest rates
have been able to spare the state
the worst of the pain. That could
change.

 Congress will continue to work
on a budget resolution, probably
this week. A budget resolution sets
the broad sutline for how Cong
Pwrite the budget, While it
il word on spending, it helps
apit onnd rales.

%{wh? now, Sens. Olympia Snowe
and Susan Colling have joined with
W other Republicans and Senate
emocrais to demand that anv new
nding or tax cuts be offset with
revenue or other "pmdmg re-
ions. Called “pay-go,” the iule
L attempt to return some fiscal
ipline to Washington.

‘s participants in the Monday fo-
ru if@p? repeating, deficits matter,
1l lawmakers don’t work se-
151y to bring them under control,
ine's economy could find itselfin
mwe:s%, mw recession, shedding
e that the cost of
1] ‘if—}h‘i BOArS.
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