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The Illinois Downgrade: Liberalism Fails Again
Thereisnoreason totakethe Left serioudy about thejoy of tax increases.
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It didn't get a lot of media attention, but a caaiplf weeks ago, Moody’s downgraded the credit gadih
lllinois to A2, giving it the worst credit ratingr@aong all of the United States. This was terribly

disappointing to th€hicago Tribune:

Though Illinoistook stepsin thelast year to addressitsfiscal crisis, including a temporary
hike in the corporate and personal income tax rétessteps did not lift the ratings on its debt.

As the state prepares to take $800 million in galnasligation bonds to market next week, two of
the three major credit rating agencies kept thaings the same and one downgraded its rating a
notch, which means lllinois continues to lag makeo states. The bond issue will help finance
school, transportation and other capital projects.

(Emphasis mine.) Gosh, they did everything righthie Land of Lincoln, and still ended up with a
downgrade. There might be more downgrades to camEitch Ratings doesn’t sound very confident;

"Challenges remain, including addressing increaspanding demands in the general fund from
Medicaid and rising pension costs, enacting a fdaeduce the outstanding accounts payable
balance, and maintaining budgetary balance in bflihe temporary nature of the tax increases,"
Fitch wrote in its report, issued Thursday.

So what measures failed in Illinois? What phildsppf government was a total bust? Why, it was a
perfect expression of the governing philosophy bic@go’s favorite son, President Barack Obama.yThe
did literally everything the national Democrat Party wants the entire cquintdo: out-of-control spending
and huge soak-the-rich, sock-it-to-corporationsit@xeases. It was an unmitigated disaster, agylrén

still $7 billion in the hole. Th&Vall Street Journal was moved to call them “The Greece Next Door”
(article behind a paywall, baniel Mitchell of the Cato Institutkas some excerpts.)

Incidentally, this Midwestern “Greece Next Doorniext door to Wisconsin, which actuatlid balance a

horrific Democrat budget under a Republican governevho is now the target of a frenzied recall gffor
from deranged leftists carrying stacks of fraudutecall petitions. Don’t worry, Wisconsin voter#flyou

lose the War On Taxpayers, you'll get to be Gretue,

Mitchell sums up the painfully obvious lessons frta lllinois downgrade, which are being taughthwit
even more vigor in Europe. To paraphrase:

1. If you raise taxes to reduce the deficit, poiitns will simply spend the extra money. They aisvihink
the existing deficit is sustainable, concern alut@dicits is overblown, and the day of reckoning waver
come.

2. Raising taxes never pulls in anywhere near ashmney as politicians promise, because people and
corporations take action to avoid the taxes. Thesiens are generally detrimental to the overall
economy. At higher levels, taxes begin cannibadjizhe economic machinery that fuels growth, megnin
there is less productive activity to tax, and govneent revenue “mysteriously” collapses.



3. The targets of tax increasaways have the option to escape the system entirelys iBhrue at the
national level as well, as you can see from “outsiog” and capital flight, which Democrats only fad
to care about when they are out of power.

History provides very few examples of a tax inceetigt raised anything close to the promised rexeou
tax increases that actually were used for significeebt reduction. In fact, it's hard to find aseawvhere
tax increases were coupled with spending cutsttadpending cuts actually happened at all. Have y
noticed these deat®ver involve immediate, real, verifiable spending cutst(just slight reductions in the
rate of spending growth), to be followed with a tasrease somewhere down the line, once all the
spending cut goals have been met?

Why doesn’t a deal like that ever appear on thizfatot even once? If we supposedly can’t trust th
American people to submit to the tax increases &iig Government completes its spending cuts, why a
we expected to place absolute faith in the reversposition... no matter how many times politiciaasd
betrayed that faith?

And yet, the American voter continues to take E&seriously when they claim ignorance of thisdrig
and promise thahistime, everything will work as planned. There ismore absurd pronouncement in
American politics, and those who make it shouldjieeted with nothing but derisive laughter.



