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For more than a year,
Maryland's economy has been
battered by the recession, forcing
Bsto constantly readjust our rev-
enue projections downward, Our
incometax collectionsare declin-
ing because Maryland is shifting
more toward a service economy,
with lower paying service jobs.
At the same time, state govern-
ment is being called on moreand
moreto provide servicesforMary-
landers. More people haveturned
lo the state for help in the reces-
sion, and our younger and older
populations, who need a greater
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Maryland,

Budget Cuts Not Enough

By Sen. Laurence Levitan

It’s hard to believe that just 3
shortyears ago, the state was fac-
ing a2 5400 million budget sur-
pius. The turpnaround in the
economy in Maryland and many
other states has been so profound
and so quick that state govern-
ments have been scrambling for
ways to balance their budgets.

Maryland’s economy grew
faster than the rest of the country
during the 1980s and the state

THE BUDGET

Governor Says State Must Do More With Less

range of services, are growing
rapidly.The combination endsup
meaning that state government,
which people for so long have
thoughtof asthesafety netforthe
neediest citizens, is being asked

todo more with less. Thisycar we.

have to decide how muchless we
are willing to settle for our citi-
zens. ‘

In the past year, in five rounds
of budget reduction, we have cut
more that $1 billion from state
spending and eliminated more
than five thousand positions. The
Legislature is reviewing my pro-
posal now to make up an addi-
tional $225 million shortfall in
the current fiscal year, constitut-
ing what will bethe sixth roundof
budgetcutsin justoverayear. We
have reduced the size of govern-

During the
1980s, Mary-
land benefitted
from 2 robust
national
economy and
increased spending by the federal
government. Businesses ex-
panded throughout the state and
especially in the Washingtonsub-
urbs. Fueled by strong growth in
income and ecmployment,
Maryland’s constructionindustry
experienced enormous growth;

ment, asked state employeestodo
more, and have sacrificed our
commitment to programs in
health, education, and welfare.
Evenwiththe carlierreductions,
the forces of the recession and
changesinour economy combined
to produce a $1.2 billion deficit
forthe 1993 fiscal year. A careful
agency-by-agency review of all
programs, and elimination of such
expenses as meritraisesand cost-
of-living increases for state em-
ployees, aliowed us to cut about
$500 million from the budget 1
will introduce January 31. Westill,
however, face a $700 million
shortfall, which is not, as I noted
inmy State of the State address, a
“made-up” number. If we don’t
cover that gap, between provid-
ing basic services and generating

Bridging the Gap

By Del. Charles J. Ryan

During the decade of the 1980°s
Maryland enjoyed a vigorous
economy characterized by grow-
ing personal income levels and
unemployment rates well below
national averages.

A robust economy, coupled with
prudent fiscal management, led
Financial World Magazine in
1990wcite Maryland asthe*best
run” state in the country.

Italso allowed Maryland to de-

revenueto pay forit, we will jeop-
ardize whole agencies and vital
programs.

My proposed solution to cover
the $700 million gapincludesrais-
ing fees to make some state ser-
vicesmore self-sufficient, reduc-
ing local zid programs, and au-
thorizing greater taxing powers
for localities. Instead of increas-
ing the sales tax, my solution calls
forexpanding thesalestaxto cover
services like haircuts, dry clean-
ing, cable television, and car re-
pairs, and eliminating exernptions
that don’t make sense. I'm also
asking the corporate community
topay a half-percent moreincor-
porate incometaxes. My hope for
individuals is that we can adopt a
graduated income tax that would

" See GOVERNOR, p.2, Col. 1
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shift the tax burden off the lower-
and middle-income taxpayers on
to the people with greater ability
to pay.

I proposed a few specialized
taxes,suchasthe25-centincrease
in the cigarette tax — to be paid
on top of the existing tax — to
raise money for cancer preven-
tionandresearch.Idon’tthink the
additional tax is 100 much to ask
for a state that rarks first in the
nation for its rate of cancer deaths.
I also want to double the excise
tax on liquor to restore alcohol
and drug prevention programs that
were cut in previous budget re-
ductions.

Critics will say my fears about
the budget shortfall and meeting
the basic needs of Marylanders is
justrhetoric, and there is “waste”
abounding in state government
just waiting to becut Inresponse,
I remind everyone that I will lis-
ten and explore every construc-
tive suggestion of waste or fat in
government. A commission on
Efficiency and Economy that I
named in 1991 continues to re-
view the state’s functionstoiden-
tify waysto economize,and [ have
begun to implement many of the
group’s recommendations. But
while all of our efforts to cut costs
where possible should continue, I
dobelicve we arerurming shortof
time to make the decisions that
will ensure that Maryland contin-
ues Yo provide the Jevel of ser-
vices for our next generationsthat
our current generationshave come
to expect.

began to plummet. These factors
reverberated throughout the
economy causing a loss of jobs in

Maryland’s heavily oriented ser-

viceeconomy. Previouslythought
to be recession-proof, industries
such as finance, insurance, engi-
neering and advertising all suf-
fered irom the economic &.ow-

down.
What does. it all mecan for

Maryland’s state' government? It
means less revenue at the very
time demand for government ser-
vices is rising. Maryland’s rev-
enue engine is driven by the
economy—sluggish income
growth means not only lower in-
cometax collections, but less con-
sumer spending and shortfalls in
salestax collections. A dropoffin
business activity means not only
lower business income taxes, but
lower sales, transfer and property
taxes as well. Also, therecession
has causedhigher unemployment
and fewer pay raises which have
increased the demand for govern-
ment services at the very timeitis
least able to afford it—medicaid
and welfare caseloads have
swelled over the past two years.
The impact from the recession
wasfirst felt inMaryland in fiscal
year 1991. Revenues fell $600
million short of projections. For
the first time ever, sales tax rev-
enues in Maryland were actually
lessthanthe prior year, Througha

. combination of budget reductions
and fund transfers (ie. program.

open space, rainy day fund), the
state was able to cover the short-
fall. Unfortunately, this was only
the beginning. X

In the current fiscai year (FY

1992), a combination of revenue
shortfalls and budget overuns (ie.
medicaid) have created a $500
millionbudgetshortfall. Thisdefi-
cit has been covered primarily
through further budget cuts and
fund transfers—ie. $180 million
cut in aid to local governments,
$41 million reduction in higher
education, $51 million less in aid
to individuals. In addition $100
million wasraised fromreducing
the capital gains deduction and
closing severalsalestaxloopholes.
An additional $225 million in re-
ductions or new revenue is still
needed to end the year with a
balanced budget (as required by
the constitution). v
. The prognosis for fiscal year
1993 is not any better; the latest
projection is for a $1.1 billion
deficit. Revenue growth is ex-
pected to be modest and the pro-
longedrecession is increasing the
demands on state government.
Enrollment in medicaid is sky-
rocketing—FY 1993 caseloads

will be 38% over the pre-reces-

sion level; 1 out of 10 people in
Maryland will be on Medicaid in
1993, 1 outof4 inBaltimore City.
The number of GPA recipients
has grown over 30% in the past 3

~ years; AFDC caseloads are up
20%. The prison population con-.

tinues to grow (7% in 1991).
Sonow we are still faced with
finding an additional $1.1 billion
inreductions in a budget that has
already been cut to the bone. For
example, budgets for some state
agencieshave been cutbelow their
1990 level and for all others (€x*

cept Public Safety) funding is be-.

low the 1991 level. Over 2,600

budgeted positions have been cut,

fromstate government — 2 3.4%

drop. Funding for high
tion is down 17% from
els. Grants for AFDC

recipients have been rc
to 1989 levels. The sta
day fund hasbeentotally
Stateemployeeshavenc
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and ahalfand the stateh
more of the costs of he:
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any further would be w.
‘only solutionremaining
taxes.

I have proposed a ta
that could raise over !
lion. The centerpiece ¢
posalisanincreaseinth
rate to 6% which woulc
relatively painlessway 2
million per year.

Why a sales tax in
couple of reasons. First

‘neighboring jurisdictio:

have a 6% rate. (Penr
West Virginiaand D.C.
Virginia has a 3.5% r:
1% local option; Delaw
salestax). An increase (
per dollar is not about
Marylanders to sudde:
long distancestosavea.

Second, the sales ta
generally in small, sub
nificant amounts whici
obscure its full impact



