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· I’m proud to announce the filing of our budget proposal for fiscal year 2009.  This budget is designed to strengthen the momentum in job growth and educational excellence of our first year, while we continue efforts to respond to 16 years of inaction with crucial long-term investments.

· This was not an easy budget, and required of us careful choices.  Massachusetts continues to face pressing needs in areas like economic growth, education, public safety, and fulfilling the commitments of our landmark health care reform. We had to determine which spending priorities would generate the greatest long-term returns, where cuts would be acceptable and appropriate, and what the impact would be on the people of the Commonwealth.  We know that each program or line item represents a job, a necessary service, or a new opportunity.    

· Yet, we were forced in writing this budget to contend with a projected structural gap of well over a billion dollars.  The product is a proposal for strategic investments in priority areas with a strong focus on maintaining fiscal responsibility.  

· One priority area was education.  Our world-class schools and highly educated workforce are our calling card to investors across the country and around the world. 

· This budget provides a more than 200 percent increase in funding to make steady progress towards universal pre-kindergarten education, to give more of our kids the lifelong benefits of strong beginnings.  For the second consecutive year, we have doubled funding to extend the school day, offering over 8,900 more students the additional classroom time they need to meet the expectations of a 21st century world and economy. 

· We have also increased funding to help underperforming schools and provide individual students the extra help they need to succeed.

· We know our economic success begins in our cities and towns.  Even in challenging fiscal times, we cannot afford to balance the state budget on the backs of municipalities and local homeowners.

· Local Aid under our budget grows by 5.12 percent, including a $67 million off-budget increase for school construction and $223 million to bring Chapter 70 education aid to unprecedented funding levels.

· We plan to protect cities and towns from an anticipated $124 million deficit in the State Lottery Fund, closing this gap with license fees the state will receive from our bill to create three destination resort-style casinos.

· Writing this budget has renewed the urgency we need to put behind job growth and revenue generation. The purpose of expanded gaming is to create good jobs across the state, specifically, 20,000 permanent new jobs and tens of thousands of construction jobs.  Resort casinos would also generate hundreds of millions of dollars in new revenues for the state, and allow us to retain the almost $1 billion Massachusetts residents are spending in out-of-state resort casinos each year. 

· Though we have not included it in the budget, approval of our casino legislation would provide $88 million in direct property tax relief to Massachusetts homeowners, as well as $88 million for local transportation and infrastructure improvements in fiscal year 2009.  I urge in the coming months swift consideration and action on that bill, and are eager to work with them to that end.

· In other economic growth efforts, we are proposing to reserve a portion of budget surpluses for strategic investments through the Bay State Competitiveness Trust Fund.  (We should probably give kudos to the Speaker and SP for the Fund)The first $25 million in the Fund will support investments in life sciences – an industry that contributed to steady job growth for us in the last year, and is, as a result, being aggressively pursued by our competitor states and nations.  This investment, consistent with the life sciences investment legislation we put forward in May of last year, is one part of our effort to accelerate our global leadership in this rapidly expanding industry. 

· Public safety remains a priority in this budget.  Safe streets and neighborhoods are essential to making Massachusetts a great place to grow a business and raise a family.  We are doubling support for additional police officers on the street and providing the highest ever funding for Shannon Grants to prevent gang violence.  We are also increasing our investments in youth violence prevention grants and summer jobs, recognizing that the best way to fight crime is to get involved before a crime takes place.

· Getting our kids off to a good start, offering them opportunities for learning and success, and creating jobs for them to fill with their talents.  These are the dividends paid by our targeted investments. 

· We can decide to invest now, or we can wait to find out that inaction has a cost as well: an uncompetitive workforce; more need for taxpayer-funded social services; and the considerable expense of having people in prison instead of in jobs.

· At the heart of our balanced budget are savings, reforms and efficiencies.  We have kept spending in live with revenue growth and identified $479 million in savings.

· These include over $300 million from our state’s Medicaid program.  That means paying fair and efficient rates to providers based on their actual costs, promoting better care management for people with chronic diseases, and pursuing strategies for higher-quality, more affordable care.

· We are holding nearly 190 line-items to zero growth and cutting $40 million in earmarks that, however well-intentioned, either are not consistent with the mission of the agency through which they were funded or simply are not affordable.

· $51 million in savings comes from proposed changes to state employee health insurance contributions.  Our proposal transitions us from a system based on the date a person was hired to a more rational and equitable system based on salary levels and affordability. 

· Further reforms will help make state government more responsive and accountable.  The seven remaining county sheriffs will be updated to state sheriffs, making funding for the sheriffs more predictable and less bureaucratic, helping cities and towns lay the groundwork for eliminating “maintenance of effort” payments towards sheriffs’ budgets, and improving financial oversight and savings in health care costs.

· Many of these will be difficult – as cuts always are.  But each decisions was based on responsible evaluations of our current needs, and how we meet them working within our current limitations.

· Balancing the budget also requires ways to generate new revenues for targeted investments.

· One step is improving enforcement of existing tax laws.  We propose making changes to the way in which the Department of Revenue (DOR) collects existing taxes on tobacco sales, enabling them to better target collection and enforcement efforts. 

· The Attorney General will also coordinate a statewide effort with DOR and other state agencies to prevent worker misclassification that costs us hundreds of millions of dollars of lost tax revenue and denies workers health insurance and other benefits.

· We are also proposing the closing of unintended corporate tax loopholes.  These loopholes have allowed certain businesses – primarily larger out of state entities – to avoid Massachusetts taxes by shifting income to lower-tax jurisdictions and claiming different statuses on their federal and Massachusetts tax returns.

· Closing these loopholes will improve fairness and predictability for investors, bring us into line with the statutes of most other states, and level the playing field for small and local businesses that aren’t able to take advantage of loopholes. 

· It will also improve our overall competitiveness by bringing $297 million in new revenues to help pay for public investments in education, affordable housing and transportation – items businesses have themselves demanded. 

· To further improve competitiveness we are also proposing a reduction in the Massachusetts corporate tax rate from 9.5 percent to 8.3 percent over three years starting in 2010.  These lower rates, eventually a 13 percent tax reduction, will help Massachusetts businesses – and particularly smaller, in-state businesses – compete in our global economy.

· Closing of corporate tax loopholes and gradually lowering our corporate tax rate reflect the recommendations of the Study Commission on Corporate Taxation, whose members were appointed by the Administration, the Speaker of the House of Representatives, and the President of the Senate.

· Measures like these allow us to balance the budget and make targeted investments in our future without depleting reserves.  Our budget proposes and a formula for the responsible and measured use of reserves to protect against harmful cuts while at the same time guarding against tapping reserves to pay for program expansions.  With limited use of reserves, we will still have $1.85 billion in our state’s Rainy Day Fund, leaving it as one of the largest in the nation.

· We file this budget ready to engage in conversation on any and all of these proposals.  My door is open to any and all ideas confronting our state’s challenges in a responsible way.

· But we insist on action.  It is time to do what is needed to set Massachusetts on the path to a secure, prosperous and fiscally sustainable future – even where that includes difficult choices.  Because the cost of inaction is far too high.

· We appreciate the input that we have received in constructing this budget from legislators, advocates, experts and the public.  To help you see and understand the choices we have made and empower participation in the budget process we have built on last year’s progress in making the budget more transparent and accessible. 

· This includes putting more information in our printed and on-line budgets, and highlighting transfers between state funds that may not be technically counted in the budget’s bottom line but still involve state spending that as citizens you should know about.

· We hope you use this information to get engaged, stay involved, and join us in building a better future for Massachusetts.  Thank you.

