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A revieli'J of our· m·m stat:.e taxes really narrovm dmcrn t.o t."!"Jo considerations or 

questions· first, is our present t.ax s·tructure sound and equitable? and second, 

1;.1here n.tay 1-.Te expect to find additional tax revenue if needt> require it? 

As for the first question, objec;tive standards of soundness and equlty are 

difficult l:f not impossible to establ:tsb., Ho~ .. rever, He may perhaps use as a 

measure of souLdn::Jss, prevailing tax pat.t.erns in ot.her st::rbes. By this measure, 

I think you 'lvill find i:Ia:lne to be in line wit.h prevailing thinking. In Nr, 

Kneeland 1 s compendium you ·t·lill f'i.rJd ta.bles sho1:Jing our oNn. t,axes (and other sources 

of st. ate revenue), as \·Jell as a comparison of our principal t,axes \·vith those in our 

neighboring Ne1·J England states, 

J.,ooldng at the country a.s a Hhole, of the 50 states, all but tvw~"" rely for 

a majo:c portion of general fund revenue u.pon e:Lther net ineome taxes, general 

sales 'taxes, or a oorn.binat:i.on of tb.e tHOo }iiaine is allied \\lith ?~Hf other st,ates 

vJhich rely upon general sale~l taxes not :mpr;Jlemented by income taxes, liaine is 

nut bedevllec1 1·r'LLh trivial and expensive nnuisance 11 taxel3. :No1~ do Naine ·tax rates 

faJ.l oub aide the prevailin,o range found elsev.rhere. 

:Cqu.it;y is an even more diffic:ult quality t.o measure, since what constit,utes 

more often a matt,er of individual opinion than a mat·ter of fact. For 

exa1nple, the re1ative equit;yr of general sales ta.xes and of net income ta.xes has 

been debated at grea·t:; length but Hi.thout any clearcut resolution.. Hm,Jever, there 

may be cert,c:dn factual bases for concluding that a given tax system is equitable or 

inequitable, h1blle acceptfmce or lack of acceptance, as indicated by compliance 

problenlt3~ and trw effect of the t.ax as a deterrent to economic activity, particularly 

in relat.:Lon to interst.a:t.e competition, are reasonabl;)' clear tests. If these tests 

are valid, the present tax structure of Eaine ·t·Jill be found to be reasonably equitable. 

?~Nebraska and l\l'evJ Hampshire 
.;HHI'lorida_, Illinois, Nevada, Ohio) 'I'exas, l·fashingt.on, ~vyoming 
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No unusual compliance problems exist J and U1ere is no reliable evidence that the tax 

structure of the state operates as an unreasonable deterrent, to nevJ enterprise, or that 

it creates l·rhat is sometimes called an Huni'avorable businesa climate. 11 

I bel:teve you can properly find that li.i:aine does have at present a state tax 

st1ruct~nre IJha:f:, is basically sound and that. meet.s baste requirements of equity. 

The ~3econd question Hhich we must, consider lS l·lhat c:hoices are possible in the 

event:. over-·all greater revenues for the support, of st:;ate government are found to be 

necessary. Here, 1·7e appear to have t.wo broad choices: the scope or rates of present 

taxes can be exbended, or present ta.xes can be supplemented by nehl and addi.tional ·taxes. 

As for amending exist,ing tax s'Ga'tu:tes.~ t.Ho types of amendment are possible; first, 

broadening the scope of a tax by ext.en.ding i't;, t.o areas no·i.:, now included in the tax base, 

and second:> by increasing the ra.te of a t:.ax, 

The question of broadening the scope of the tax is particu.larly applicable in the 

c~:we of t.he sales tax, sinc:e it is onl~r ·c,J:Lth t.his t;ax that a change in scope vwuld result 

in sizable additional revenues, liaine 1 s sales t.a:x ls basically the same as that in many 

ot.her staLes, HoT:Jever, t.he nat.ure of transactions covered, and particularly o.f exemptions 

granted, 'J'a.ries f:com state to state. The scope of' the Jviaine tax might be broadened, 

possibly by including in the tax base certain services not noH ta."<:able. 'rhe possibilHies 

here are someHha.t limited, since so-·called transient rentals v~ere included in the tax 

base in lS .59 J and telephone and telegraph service charges in 1965" The scope of the 

l'l:aine ta:x cou.ld also be broadened by elimirv;rt;lng ~mme of the present. exeraptions or 

exclusions~ for example, food for home consumption.? or t.;he trade""in ·value of motor 

vehi.cler:;, 

The que<:rtion of increase in rates ·is, I suppose, to a very great degree limited 

by v1hat ol;her st;ates do ~ that. is to say, it \·JOuld be unrealist;ic to consider that at 

this time r1a.ine could levy e.ny ty1Je of major tax at a rate greatly in excess of t.hat 

ln any other st.at.e, 'rhus J so far as rates are concerned, I 1omuld assume for the sake 

of discussion that our pot.ential ls pretty much limited to the ma:x:lmum rates found elsewhere. 
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Cert•ain of our taxes a:ce su.sceptible of' ready oompar:lson v.l.th lilw taxes in other 

st;ates, 'rhis is true J for example, of the t~ax on malt beverages, and the cigaret:t.e tax 

(the lattoer of 1··Jhioh~ i.neidentallyJ '~"Jas increased in 1965), So far as 't~he sales ·t.ax is 

concernedJ 6 state.s~i· :i.ncluding H.<:cine 1mr,y the salei:J tax crt the rate of In addition, 

three states·::ll;· have berth state and local sales taxes, I·Ji~,h a combined state and local 

Pennsylvania and NevJ Yorlc Cit:;y have 57; rates, The sales ·tax rate in Haine 

c.~as increased from JjV, to h~~": in 1963. Cigarett-e t. axes ra.nge from 2!2¢ to 111:: per pack of 

20, with ;20 states having an ()I, 
(J q; rate, fl.S in i'1Iaine., and 8 hav:tng ra:l:;es from 9¢ l)O 11¢. if-1~4t-

The Baine rat,e,, t1S you knovr, Has irwreaned i"rom 6(t to (l, uy·; per pack t1d0 years ago. 

'J:u.rn:tng for a moment, to the H:LghHay Fund 3 our present gasoline ta.x rat;e of U per 

gallon ·was establ:Lsb.ed in 19;;5. 'J'T .. Jenty"·one stat.es DNJ tax gaso1:Lne at that rat.e; while 

5 st.at;,e tax gasoline Dt· rat.es of from 

Some taxes of course are not s·ctsce·LJtiblt3 of rendy compariDon, St,ai;e inher:t·tanee 

and estate taxes, for example, vary l·d.dely so far as rates and exemptions are eoncerne d. 

The same :is true of various utilit.:'LeG taxes, such a.s l,he gro;s:s receipts tax on te1ephone 

companies, Gompar:Lso n of such 1iaxes., so far as burden of :i.mpa.ct is eoneerned, necessarily 

requires c:.rtucly and. ana.ly.sis. 

One final 1-wrcL Yon may note tha:l:; my comments ha.ve been confined t;o the ~tate tax 

structure, since it J..s my unde:rsta~1ding that this i~; the basis for our discussions here. 

For !~his reason, and because of l:imital:,ions of time, I have not, touched upon municipal 

fiscr·ll problems and tbe r;;tate 1 s relc:rt.ion to thern, or upon the local p:ropert.y tax and the 

very serious question~:> relatinc 1::-o :Lt, Nor have I consider·ed the question of federal-

state fiscal re1a:i:;ionshipt3 .. 

ofAlabama, HaYJaii, j\J..a;l ne) l'Iioh:i.gan, Hhode I sl~owdJ and \va.shine,ton (L,., 2;j). 
~HK5alifornta~ Illinois and lJ.ississipp:i, 
·>0lBH11assachuset;!~s (10q;); l1J:'L:cmLssippi (9\h);; NmJ ,Jersey (llst); New Yorh: (loin 3 

Texas (llq\): Vermont (lOq\); 'dashint,rton (11¢); and Hiscon:3in (10\'j), 
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T'o summarize, I thirtlc you Hill find our present. stat.e tax struct.ure reasonably 

sound, and reasonably equitable. If, in reviEi!rJing necessary state governmental act.i vi ties, 

you conclude that addi"bional revenues may be necessary J you "~'Jill 1vant to investigate the 

possibility of obtaining such revenues by supplementing our existing tax .structure Nith 

noN taxos, or by broadening the scope of taxes \·Je no1,1 have, or by adjusting the rates 

of exist,ing t.axes, If you ul·bimately determine that. additional revenues are necessary, 

presumably one, or a combination, of these means vdll have to provide the ans1Aer. 



BUREAU OF ACCOUNTS AND CONTROL 

The Bureau of Accounts and Control is one of five bureaus under t'he supervision 

and control of the Com:nissioner of Finance and Administration. The pdw·.=rs and 
I 

dJties of the bureau are authorized in Title 5 Chapter 143 Section 1541-1548 of 

the Haine Revised Statutes Annotated, 1964. Among its Powers and Duties are; 

TO maintain an official system of general accounts embracing the 

financial transactions of the State Government. 

TO examine and approve all contracts, orders and other encumbrance 

documents that obligate State Government funds; also to ;nake certain 

that monies have been appropriated or otherwise made available and 

have been allotted to meet the obligations, 

TO audit and approve all bills, invoices, payrolls and all other claims 

and charges against the State Government; and determine the legality 

and co-erectness of all disbursem;mts. 

TO ~ake monthly reports on all receipts and expenditures to the 

Governor and the State Auditor; to make monthly reports on allotments, 

encumbrances, and expenditures to the Governor, the State Auditor and 

to the department concerned, 

TO prescribe such subsidiary accounts as may be necessary for the 

various departments to provide financial co~trol. 

TO set up and maintain whatever accounts may be necessary to account 

for Federal Funds that may be made available to the various departments. 

TO maintain on the books of the state an "Unappropriated Surplus" 

acco:Jnt. The balances of all revenue and appropriation accounts not 

otherwise provided by law shall be closed into this account at each 

fiscal year-end. 

TO prepare as soon as possible after the close of each fiscal year a 

report of the financial co~dition of the State together with such 

supporting figures for the fiscal year as may be necessary to furnish 

a comprehensive and concise report. This report shall be the official 



BUt~EAU JF ACCOUNTS AND CONTROL (con 1 t) 

annual rep~rt of the State Government. The State Controller shall 

include in his offici2l annual financial report an analysis of the 

Unappropriated Surplus Account at the close of the fiscal year. 

Every disbursement of state funds fro~ the treasury shall be upon the 

authorization of the State Controller and the Treasurer of State, as evidenced by 

their facsimile signature. 

DATA PROCESSING 

In order to perform the duties required by law it has been necessary to 

employ the most modern tools available. Thirty years ago accounting machines 

were installed and two years ago these were replaced by an Electronic Co~puter, 

As these changes have taken place a policy of DELIBERATE haste was deemed 

more desirable than Crash programs~ Initial hiring of an experienced Systems 

Analyst, training a program111ing staff and conversio:1. to co·.nputer op·erations 

was done without derailing the train of events. Because of the groundwork 

acco;nplished during the past four or five years it is no-w the time to allow the 

evolution to continue by establishing a unified information service, We agree 

with several consultants that fragmented, partial systems, in the various depart

ments will fail to produce the needed results. 

The econm1ical answer to the data processing problem is quite simple in 

concept but a little more co~plex in detail design and operation. 

Capture all detail from each transaction at the very beginning and save it 

until needed. T'n.e primary operations such as check writing, cash receipts, 

license issue, certification, case reporting, and survey recording can produce 

a portion of an information file. 

Agreement has been reached between the Education Department, the Department 

of Health and Welfare and the office of the State Controller to ~ooperate in the 

utilization of existing and planned for equip~ent. Responsible people in Mental 

Health and Corrections, Motor Vehicle Division, State Police, Highway Safety, and 

several other agencies have expressed a high degree of interest in the possible 

services of a unified information center, 
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It is impossible for the various state departments to provide all·the infor-

mation that is required and most of them are requesting co;nputerized services 

fro;n this office, 

It is not inconceivable that in a few years this could provide direct inquiry 

capability twenty-four hours a day, seven days a week, with a minimum staff 

required on off hours. The equipment and techniques are available today and 

demonstrable, 

There are three time schedules foe implementing data processing improvements, 

each has its cost in training, effort and money, The cautious exploritory schedule 

such as ours has been producing solid groundwork but if continued too long,faces 

needs and demands which grow more rapidly than can be met, 

At the other end of the spectrum lies the visionary 11crash 11 programs which 

can cause serious dislocations of the orderly processes required by law, The 

middle course will require slzeable expenditures in time and effort with vigorous 

recruitment and training of technical personnel to be able to create the required 

computer programs. Equipment of appropriate siz'e will be needed at various stages 

to accept the growing work load, 

It is indeed true that Maine has only scratched the surface of computer use 

but at the same time a growing number of conscientious administrators are actively 

seeking methods to increase their effectiveness by making use of available technology. 
' 

11-30-66 



The Budget Office is, briefly, required by statute to -

l. Biennially prepare and submit to the Governor-elect ot 

the Governor a state budget document. 

2. Examine and recommend for approval the work programs and 

quarterly allotments of each department. 

3. Examine and recommend any changes, during a fiscal year, 

of any department 1 s work program. 

4. Constantly revie\ol the administrative activities of all 

de~artments; study organization; investlgate duplication 

and to formulate plans for better and more efficient 

management. 

5. Report periodically to the Governor and on request to 

the Legislature. 

Another duty not in the statutes that has been undertaken and has become a 

rather lengthy and time-consuming one is the examination and evaluation of all 

financial Orders presented to the Governor and Council for consideration. 

The particular item that I suppose you will be most involved with at this 

Conference is the Budget Document and its contents, so just a few words on that 

subject. 

Budget estimates for the coming biennium must be presented to the Budget 

Office "on or before September lst of the even numbered years. 11 The personnel 

in the office then spends many long hours examining and evaluating all such 

requests in order that they be in absolutely accurate mechanical form before 

presentation to the Governor or Governor-elect. The Governor or Governor-elect 

and the Budget Officer next review the entire budget structure and proceed, in 

the light of the Governor's policy, to alter, revise or change the figures so 

that they, when completed, will reflect what he, the Governor, believes to be 

the most efficient and economical plan. 



All r~vic\7S, discussions, altc-cations or revisions of the rn::J.ny schedules 

required in the prcpar~tion of the Document must be compiled and in final form 

for sub~ission to the printer by the first week in December so that he may have 

sufficient time to print it and have it available, as required by law, prior to 

the end of the second week of the Legislative Session. 

When you arc presented this Document in final form you will find, with 

reasonable:: .:::xamination, that it is Inade up in three Parts \•lith various Sections 

to each Part. For instance, Part I has four Sections and Section l is the 

Budget Message of the Governor. The law specifies that the Document be constructed 

in this manner and you will find that each part and section contains those schedules 

as directed in the Statutes. 

All of the information that you, as Legislators, really need to become con-

versant with the overall operation of state finances can be found in the £irst 

100 pages. These are the pages containing the surrrnary schedules of all funds. 

You will find - Total - Appropriations - Revenues and Expenditures set forth by 

funds. Here also you will find revenue projections by source, i. e., Sales and 

Use Tax, Ga~ ~ax, Fish & Game Licenses, Federal Funds, etc. An analysis of the 

Governor and Council's Contingent Account, a projection relating to Unappropriated 
f 

Surplus and a schedule on Liquor Con®ission operations can also be found in this 

section. 

Part 2 contains the detailed data by appropriation account to back up the 

SunLnary Schedules previously mentioned, and Part 3 contains exact copies of the 

Appropriation and Revenue Acts necessary to implement the overall financial plan. 

The Budget Officer, I am sure, \·Jill make knm-m to you, as far as he is 

lezally em?O\>IC!red, the basic figu.:-es vJith \•Jhich you will be confronted. These, 

no doubt, will be som2what altered prior to your next encounter with them. 


