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Good morning.
I know you have already had a full program and the panel discussion this morning. I wanted to just make a couple of comments and then open up to your questions or comments.

First, I want to thank you for your competitiveness report. You rank Massachusetts first in the nation chiefly because “[we] continue to live and prosper by [our] wits and [our] diverse economy.” Innovation is our special strength, I believe, and we have been working very hard to capitalize on that. I will add, not as a partisan matter but as a matter of fact, that the alignment of our agenda – which focuses on innovation in the life sciences, alternative energy, information technology, on education and infrastructure investment, and on affordable health care – what that of the president-elect holds promise for real and valuable partnerships with the new administration. And we are doing all we can, and will do everything we can, to make the most of that.

We gather, of course, in uncertain and challenging times. Those economists in the room will be better than I at describing what, if any, historical precedents there are for these times. All I know is that things are tough for everybody. The tightening credit market is affecting business activity and consumer spending. And the volatile stock and bond markets are affecting investor returns. All of that contributes to high levels of anxiety around kitchen tables and board rooms alike.

It also means that state government has fewer resources. Now, some of you will say “good,” some of you may even say “good riddance.” But it’s not that simple. I have a big stack of correspondence in my office – from advocates, business and professional organizations, legislators and individuals, including some of you in this room – which begin with a grave acknowledgement of the crummy economy, continue by urging me to step up and cut the budget, and then conclude with a powerful plea for why your particular interest should be spared. 
Budgets are not abstractions. Behind every one of those line items is some worthy soul or idea, somebody’s first or, in some cases, only chance. But in these times there is no way not to share the sacrifice. The question is, how do we make choices that address our short-term challenges without fatally compromising our long-term interests?
I believe, by the way, that there is opportunity here, too, for fundamental reform and I want to invite all of your to join me in that. Whether it is using civilian flaggers instead of police details, introducing competition in auto insurance, or reducing the business tax rate, all of which we have already done, or addressing the pension rules, the cost of health care, or radically simplifying our transportation bureaucracy, which comes next, we ought to seize the opportunity of scarcity to set some things right for the long term. All economies are cyclical and we will cycle out of this downturn. So let’s focus on what we can do now to best position ourselves to take advantage of the upswing when it comes.

That is our opportunity today. Let’s not waste it. I have to say I am sometimes disappointed by the discourse of policy, in and out of the State House. I know the temptation is great in the business I’m in now to default to gimmicks and photo ops. The cheap shot is a sure way to grab a headline and may score political points, but it doesn’t always or often add much of substance. We are awash in cynicism. But the cynical are not smart; they are just pretending to be. The truth is we have big problems and we better start thinking big about the solutions. Ideological purity from the left or the right in times like these is like trying to put a Band-Aid on a broken bone.
The people of the Commonwealth get that. They know that if we cut local aid or support for public schools they will pay for it in higher property taxes. They know we can’t have better service on the T or safer roads and bridges unless we deal with nearly two decades of maintenance neglect and find a permanent solution to the Big Dig debt. They know consistent excellence in public education includes but is not limited to charter schools and that unions are just not the reason schools sometimes fail poor kids. They know you can’t really solve unemployment without business growth, investment in workforce training and meaningful CORI reform, that you can’t address public safety without sentencing reform and re-entry programs. Free market capitalism is good. I’m a capitalist. I worked in a private industry and I loved it. I particularly miss the income. But market fundamentalism, the notion that markets solve every problem, something no serious business person actually believes, let alone the general public.

The public wants us to try some solutions and try working together to get at them. In that spirit, my door is open to all of you. If all you’ve got is the standard list of non-negotiable demands, and you will accept nothing short of your way, let me tell you, just take a number. That line is long. But if you want to try some big ideas and to press for a modernized, outward and upward looking public policy and politics, then come on in. The opportunity for productive discussion is now, the chance to bring real and lasting reform to our schools, our economy and our communities is right in front of us. All that is missing is our willingness to put aside the tired, cynical habit of Massachusetts public discourse and get down to business. I hope I can count on you for that. 

Despite the massive uncertainty and anxiety across the nation and the state, my faith in the resiliency of the Commonwealth and her people is unshaken. As a student of history, I have always known and believed that “yes we can” is more than a political slogan. It’s an assertion of American character and custom at our best. What you and I do together over the next little while will determine whether that character endures.

Thank you so much for having me.

What’s on your minds? Comments, questions, the standard list of non-negotiable demands.

Question 1: Our competitiveness, where are we going with health care?
You want me to focus on health care or the regional challenges?

           I think they’re connected.

Okay, I think they are too. First of all, In terms of health care our experiment in universal health care is already being closely watched around the country. It was closely watched by both campaigns and I think it is being watched and will be watched by the new administration. I’m not prepared, by the way, whether what we have done here is a solution for the whole country. For one thing, we had a relatively small proportion of uninsured to begin with, so the solve was not as great in some respect. But I think that this idea of trying to extend health insurance by including private industry and all of the players, instead of going in one step, is probably what will come, if something comes at the national level. I think that 97 percent coverage right now is pretty good. And we are the envy of the country, but we have a lot to do to get control of the costs. That’s where the focus is right now. The Senate presidents in the last legislative session gave us some tools to help with that. I have a conversation this morning with a group of manage care leaders about how they can contribute to some of this. I think there’s a lot of ideas we’re going to have to get aggressive about. Not just cost-shifting, but cost containment. We’ve spent a lot of time on cost-shifting. Now on the question of regional competitiveness, I think you mentioned the question of regional economies are connected to health care. In fact, it’s connected to a whole bunch of things, transportation housing affordability, infrastructure investment and so forth. We’re trying to move forward on all those things with limited resources. And we’re trying to be somewhat targeted about it. In terms of working with regional entities, we don’t plan very well in Massachusetts. We do not, as a habit, plan very well. I will also tell you that part this is marketing the Commonwealth. This here’s an example. We have frequently described ourselves as an R and D economy. We tend to be more R than D when it comes time to commercialize and manage investment. And when you talk to some of the business folks who are doing research in Cambridge and elsewhere, they are comparing the cost of manufacturing between Cambridge and Texas or North Carolina. We’ve been trying to get folks to compare those costs between Cambridge and Fall River, or Cambridge and Holyoke. And we have some results to show for that. But again, there’s more to this than saying let’s get a great industrial park or industrial center in a different part of the state than capital square. There are issues around the cost of utilities, of workforce preparation and development, and that’s why I said we need to be, and we try to be, more comprehensive in how we apply workforce development. 
Question 2: Education, increasing costs but not increasing revenue
First of all, I think it’s an important observation that I’ll start by just underscoring. If we don’t invest in education as the way up and forward for people, than we really break faith with the American story. And it is our edge in Massachusetts to say something obvious, I think to probably everyone in this room, it’s our brain power that gives us an edge. That’s why I always say we should talk about our brain power all the time, particularly in January and February when people are thinking about other reasons to be in other places than here in Massachusetts. I think that we have, in fact, increased the budget expense for public education in K through 12 each of the last two years to historic levels. Now it’s modest increasing, but when you compare, I think you’re getting at real costs to increase in spending and I think somewhere we’re losing ground. We continue to demand, really in part because of No Child Left Behind, but not only because of No Child Left Behind further and further mandates, greater and greater mandates of public schools, and we’re giving them resources to deal with that. I’ll tell you one thing that I’m hoping for of No Child Left Behind is reauthorizes that the federal government actually puts some money into. That’s one thing. A second thing is that I do think there are some opportunities here for greater efficiencies, including around subjects that are uncomfortable for people in Massachusetts. Regionalization. You know most 351 cities and towns, I think we have more than 351 school superintendents. This is not a dig at superintendents. I’m not going to suggest there is one solution, one regional framework that fits, but at least we ought to be engaging on those kinds of questions with the savings going back into actual education spending. On the capital side, the legislature has given us, how much is it? It’s a billion and change. It’s a lot of money for reinvesting in public housing and university campuses. This is not a total solution, but the third is that the secretary of education has identified a whole host of federal support for students for which our students do not typically apply. There are tens of millions of dollars of the benefits and we’re going to do more work to get people to apply to use that offset in the classroom.
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