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I am honored to be with you today.  This club that has been part of the Boston community for almost 120 years, and it is a privilege to be welcomed here. 
Now, you have probably already heard about how I redesigned the corner office, so today, I want to take the time to talk with you about some of the other, lesser-known things we have done as well.  You might have read that the Lieutenant Governor and I submitted our first budget request to the legislature last month.  
That budget is one part of an ambitious agenda. It is a blueprint for reaching our goals.  Taken together with initiatives we have already proposed – as well as other plans coming soon – we are building a foundation for lasting change and meaningful progress.    

Developing the budget was a challenge.  Through a series of tough choices and creative solutions we closed a $1.3 billion budget gap.  Our budget is balanced without gimmicks.  We did not defer difficult decisions.  We did not use band-aids to treat symptoms and ignore their root causes.  We did not square our ledger with under-the-radar fee increases.  And we did not meet our obligations by shifting the financial burden onto cities and towns or onto public schools or onto poor people.  We have looked at our situation candidly, and set to right it – right now.

We have laid the foundation for the Commonwealth’s long-term growth by Strengthening Our Economy, Our Communities, and Our Government.  

The most important thing government can do to ensure lasting success is to provide a world-class public education system: one that prepares our children for the economies of our future.

Our budget increases funding for education by an additional $200 million, investing a record $3.7 billion in public education.  Every single school in the Commonwealth will see their resources increase.    

We will enable up to 800 new all-day Kindergarten programs to give 12,000 to 15,000 students the proven advantage of strong beginnings.  We propose to double allocations for grants to support after-school programs and extended learning time, creating the conditions for teachers to add enrichment programs, math and science preparation and a safe, engaged after-school environment for kids across the Commonwealth.  
These are our first steps.  The more significant investment that I have in mind will come as a package of reform legislation we will propose in the next few months.  We will, at that point, introduce the next phase in education excellence in Massachusetts, where we can give our students not only superior performance standards, but also the creativity and critical thinking skills they will need to succeed in tomorrow’s world and economy.  

Still, many of the issues that confront us are not just questions of funding.  We need to take a good, hard look at the fundamental structures of our educational system, and ask ourselves why reform in education has leveled off at a plateau, instead of followed a course of continuing improvement.  If what’s outside our classrooms has changed so much in the last thirteen or fourteen years, why has what’s inside them changed so little?  

We are also moving to cut costs for homeowners and business by relieving the pressure on the property tax.  We did not close the deficit gap by cutting local aid and further burdening municipal budgets.  The average family’s property tax bill in Massachusetts increased by $900 or more in the last seven years, and I have met far too many seniors and young families alike who are worried that property taxes will squeeze them right out of their homes.  

For immediate and direct relief, our budget this year proposes to extend the current Senior Circuit Breaker program to all homeowners – regardless of age.  This move will lower property taxes for an additional 100,000 households and cut the average property tax bill by 25 percent.  That’s up to $870 in savings per qualified household.

To take the squeeze off cities and towns, our new budget continues the effort to restore local aid, which is up about 5.5% overall, including $77 million to build new schools. 

Our Municipal Partnership Act also provides cost control and revenue raising options, like opening the state’s Group Insurance program to municipal workers, and allowing better returns for retirees through state investment of local pension funds.  Or options like a 1 or 2 percent tax on meals or hotels, not because the state requires it, but as local communities see fit – so long as they use at least 25 cents of every dollar collected to reduce property taxes for homeowners.  In Boston, Mayor Menino has committed to apply all of that new revenue to lower property taxes.

And our budget proposes to close a series of tax “loopholes” for Massachusetts corporations.  This has been controversial to some, so I want to be clear about what these loopholes are and what they are not.  

None of our reforms target benefits that the legislature intended.  There are tax incentives such as the single sales tax factor or the investment tax credit or credits for research and development credits that our state needs to be competitive, that the Legislature has created over the years for this purpose, and that I strongly support.  These and other similar measures are not what we propose to touch.  There is also a general modernization and simplification of the corporate tax code which is sorely needed, and which we intend to take on this Spring. 

What we want to address now, and what we ought to address, are gaps in the tax laws, discovered and exploited by clever tax accountants to extract advantages the legislature never intended to confer.  

One loophole permits multi-state corporations to funnel in-state earnings to out-of-state subsidiaries to avoid Massachusetts taxes.  Another allows businesses to charge themselves rent on their own property and then reduce their tax obligation by deducting those rental costs on their tax returns.  Yet another loophole allows businesses to identify their corporate structure one way on their federal tax return and a different way on their Massachusetts tax return, selecting the definition that produces the lowest tax for each return.  

The combined effect is an uneven playing field, where we shift the burden onto homeowners and small businesses, and the state foregoes revenue that could be used meaningfully to improve our business climate.  
Closing these loopholes is a matter of basic fairness.  
Doing so will not hurt our ability to compete.  Many of the states competing successfully with us today for business investment have already closed these very kinds of loopholes.  In fact, enacting these changes will create a more competitive environment for small- and medium-sized businesses that create most of our jobs in the Commonwealth.  

My point is this: our total tax burden for businesses is among the lowest in the nation today.  Ernst and Young estimated that we have the 40th lowest tax burden in the country. But tax incentives are never enough.  The truth is that rarely do businesses make investment decisions based mainly on the tax code.  An environment of innovation, with a skilled workforce and long-term security and stability are much greater priorities.  It is time we focused on the issues that really matter.

One of those issues is the lengthy permitting process.  Our government will move at the speed of business, deciding on state approvals and permits in 6 months or less.  We have added staff in key positions to help with this.  One leader in the insurance industry told me it takes 2 months for the commission in another state to approve new products as compared to 6 months here.  Well, not any more.  

Our permitting ombudsman within the Executive Office of Housing and Economic Development serves as one-stop shopping for state approvals.  We have provided $4 million to encourage local communities to streamline their permitting, so that companies find consistent, predictable, and efficient regulation at local levels as well.

I am also proud to say that our budget fully funds the next phase of health care implementation. We have already insured tens of thousands of previously uninsured residents, and doing so has saved over $255 million by avoiding costly emergency care.  People are getting their care from a primary physician, rather than in an emergency room.  And the costs of doing that are significantly less.

What does this all mean in human terms? It means that half the people who are uninsured today will be insured by 2008, and that we can afford that. And we move one step closer to a truly universal, affordable, accessible health care system.
Those are some of the things we are proposing in our budget.  And that budget is only a chapter in the whole story.  In the last three months we have joined our neighbor states in the Regional Greenhouse Gas Initiative.  We received unanimous approval in the state legislature for changes to create a more efficient government.  We created the Commonwealth Corps to promote civic engagement and service.  And we convened the Development Cabinet to coordinate every resource we have in comprehensive economic growth strategies.

I have had a challenging first few months, that’s no secret.  But I and the people I work with have not forfeited one bit of our hope and energy.  We bring it to the state house every day.  And I’ll tell you why.   

I went, last month, to the National Governor’s Association conference in Washington and one of the presenters asked us, governors from all over the country, by a show of hands how many of us felt that our standard of living was better than our parents’.  Almost every hand in the room went up.  In fact, I think every hand went up.

Then he asked how many of us felt certain that our children’s standard of living would be better than our own.  Very few hands went up.  I think that feeling is not unique, not in that room, not in this room.  

Our purpose – not just as public officials or employers or investors, but as citizens -- is to pass on to the next generation a better standard of living than was given to us – to give the next generation a reason to hope.

We have an ambitious agenda to strengthen our economy, our communities and our government, and are as determined as ever to move that agenda forward.  But we cannot do it alone.  
We also need to strengthen our partnerships.  We need active collaboration, between government, business, labor, universities, the medical and research community, non-profits, neighborhood groups.  We need a new spirit of civic responsibility, less about party politics and more about problem solving, less about the status quo and yesterday, and more about innovation and tomorrow.  That is how we make the best, the fastest and the most sensible judgments about where and what kind of housing to build, or industry to encourage, or mass transit to invest in.  Those are the partnerships we must have to move our Commonwealth forward.

My door is open to you.  I urge you to bring your concerns and challenges, but also bring your solutions.  And when you come – on this or any other matter – come in the spirit I ask of every other person who calls Massachusetts home, the spirit of community where you see your stake in your neighbors’ dreams and struggles, as well as your own.

I look forward to working with each and every one of you.
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