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PRIMARY ELECTION

As to be expected following Tuesday’s primary, political observers were quick to make their projections as to the impact of the results.  Projections as to who might now drop out of the race; projections as to what the upcoming Florida and South Carolina primaries would mean to certain candidates given the Michigan results; etc.  What was common to most of the comments, however, was the fact that the Michigan primary had elevated the economy to a more prominent position in the political arena.  The nation has known for months about Michigan’s economic problems but political debates up to now have given greater exposure to issues other than the economy.  The Michigan primary not only projected Michigan economic issues but has now elevated national economic problems to the front line of political candidate debates.  

A recent announcement by the Washington D.C. based Center on Budget and Policy Priorities stating that as many as seven states could face budget deficits exceeding $1 billion has also added to economic issues becoming a more prominent topic in political discussions.  California anticipates a possible $14 billion revenue shortfall followed by New York at $4.3 billion; New Jersey at $3.5 billion; and Florida between $1.2 billion to $2.4 billion.

REVENUE CONFERENCE

The conclusions coming out of the past week’s meeting of the Consensus Revenue Estimating Conference (CREC) indicated that, unlike in years past, the state wouldn’t need to make any immediate mid-year slices to local schools or any other programs.  But it does mean the state is barely getting by financially and that any talk of creating significant new programs this year or next is simply not realistic according to State Treasurer Bob Kleine.  Kleine, House Fiscal Agency Director Mitch Bean and Senate Fiscal Agency Director Gary Olson are the three principals of the CREC.  The forecast for Michigan for 2008-09 is more problematic with general fund revenues expected to decline into that fiscal year even though school aid fund revenues are expected to significantly increase.

Economists speaking to the conference members put the chances of the nation slipping into a recession at 50 percent.  But they disagreed on some fundamentals and whether the economic climate was actually right for a recession.  Mr. Bean and Mr. Olson’s economic forecast project a national unemployment rate of 5.1 percent (up from 4.6 percent in 2007) and 5.3 percent in 2009; and a state unemployment rate of 8.2 percent in 2008  (up from 7.2 percent in 2007) and 8.7 percent in 2009.

MORTGAGE FORECLOSURE ASSISTANCE

Representatives of the nation’s leading mortgage services have assured the Governor that they would be willing to freeze interest rates on adjustable rate mortgages (ARMs) for up to five years in some cases in Michigan and across the country.  A recent report indicated that in Michigan at least 82,000 loans were in foreclosure or seriously delinquent.  Also that 41,000 subprime loans are scheduled to be reset at higher rates this year.  They also agreed to implement home preservation programs and assist distressed borrowers with a work out program going forward.

FAIR TAX DRIVE

The drive to gather enough signatures to put the “Fair Tax” on the November ballot will start the first week in February, according to its author, Representative Fulton Sheen (R-Plainwell).  Sheen, with the aid of a major Michigan law firm, is orchestrating the petition drive which will have until July 7 to turn over 381,126 valid signatures to the Secretary of State.  The proposal locks into the State Constitution the elimination of the income tax and most business taxes in exchange for an expanded 9.5 percent sales tax.

HEALTH CARE BALLOT PROPOSAL

Supporters of a ballot proposal that would require the Legislature to work on health care issues in the framework of an affordable and comprehensive system, officially kicked off their statewide petition signature drive last Tuesday.  The constitutional amendment the group seeks does not contain specific proposals for the Legislature to adopt but provides a framework to mandate an affordable comprehensive system either through a public or private body.  The coalition supporting the proposal includes about two dozen labor health care, civil rights, faith based and medical organizations.  Critics of the proposal indicate that there are many words that lack definition and that the same objective could be accomplished by statute rather than a constitutional amendment.

GREAT LAKES COMPACT

In recent years discussions have begun in every Great Lakes state regarding the need to adopt a “Great Lakes Compact” given concerns in other states with severe drought conditions.  In Michigan several legislative work sessions involving House and Senate leaders have been on-going for weeks to hammer out a compromise that involves approving the Compact and setting water withdrawal limits.  The legislature in every Great Lakes state must adopt the Compact before it can be put before Congress for official approval.  Once enacted, large-scale water diversion projects from the Great Lakes to the country’s more arid climate would be more difficult.  

The state’s former Department of Environmental Quality (DEQ) director recently said Michigan policymakers should not put Michigan into the Great Lakes Compact.  Russ Harding said as DEQ chief he advised then Governor John Engler not to sign the agreement with seven other U.S. states and two other Canadian provinces regarding water regulation.  While the Great Lakes Compact could arguably make water withdrawal from dry southwestern states like Arizona and Nevada more difficult, it also surrenders the state’s ability to police out-of-basin water withdrawals in Ohio or Wisconsin, Harding said.  The Compact also opens up the state to out-of-state Governors possibly vetoing future economic development projects in Michigan.  Currently the Water Resource Development Act of 1986 states that the Governor of any Great Lakes state has the authority to veto any proposed water diversion out of the Great Lakes basin by any other state.
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