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Governor Patrick:

I’m very pleased to announce, this morning, the filing of House 2, our Budget proposal for the coming fiscal year. This is a balanced and responsible budget that holds spending in line with revenue growth while making key, targeted, investments to grow our state’s economy and strengthen our communities. 
The investments we propose today compliment legislation we have filed and Executive action we have taken throughout this fist year. All of it designed to stimulate economic growth. That growth is important at any time, but especially so now, because it will serve as a hedge against the economic unease we are seeing nationally and internationally, and that is working. Over the past year, job creation in Massachusetts has outperformed the national average. This is not the time to stop investing in what works. 

This is a difficult budget year, but it’s not unlike last years. Our budget closes a $1.3 billion dollar gap. A gap that was not created overnight and that will not be permanently resolved in one budget cycle. That structural imbalance results, in large part, from choices and commitments made in the past. Good choices, like healthcare reform, educational funding, and increasing levels of local aid. 
The only practical way to structural balance is sustained economic growth. And the only way to sustained economic growth is through investing. To keep Massachusetts moving in the right direction, will require my administration and the legislature to work together to adopt policies and growth strategies that work. That’s what our budget proposals represent. It is balanced in fact and in approach. We have eliminated increases or cut spending in nearly 200 line items.

We have included new revenues from closing a handful of unjustifiable corporate tax loopholes. We have included a modest portion of the proceeds from licensing three destination resort casinos. Taken together, these measures enable us to make a few, high impact investments to grow the Massachusetts economy.

Let me highlight just a couple of the most significant:

We have proposed significant investments in public education. We committed an additional 223 million dollars to bring chapter 70 education aid to unprecedented levels. In addition, we propose an over 200% increase in early education, from 7.1 to 22.1 million dollars. An 8 million dollar increase in full day kindergarten grants, and a 100% increase in extended learning time grants, from 13 million to 26 million dollars. We also propose to fully fund the special education circuit breaker at 234 million dollars. Strong schools and a highly educated work force is our calling card in the commercial world. Investing in education is investing in economic growth. 

Strong economies require strong communities, so we have proposed key investments here as well. The state lottery fund anticipates a 124 million dollar shortfall below projections for this year, which would have a devastating impact on cities and towns. Under our proposal, cities and towns will be guaranteed the 935 million dollars in local lottery aid, that they are counting on. In addition, outside the budget, we have dedicated 88 million dollars in infrastructure grants to enable every community in the state to address needed repair and renovation projects.

Last year, the legislature created a commission to recommend a strategy to end homelessness. The commission has given us a thoughtful, practical strategy to move from a system based on shelters, to one based on permanent housing. Our budget funds their recommendations in full and will save the state money in the long run.

We also propose to double support for additional police officers on the street from $4 to $8 million dollars, and to provide $15 million dollars for Shannon grants, to prevent gang violence, the largest amount ever proposed in a gubernatorial budget. All told we propose to increase investments by 250% in violence prevention programs. 

Our budget proposal compliments other growth initiatives we have proposed.  We have already filed bond bills in transportation, housing, environmental protection, broadband expansion and higher education, to improve our infrastructure and to create jobs. Our life sciences bill enhances our world leadership in a rapidly growing sector of the global economy. This budget builds on the foresight of the legislature, by making the Bay State Competitive Trust Fund permenant, and endowing it with surplus resources to help grow the clean energy and life sciences sectors that bring new jobs to Massachusetts.

Reforms, efficiencies, and savings run throughout this budget. We have included $479 million dollars in gross savings through Medicaid cost controls and reforms, eliminated $40 million dollars worth of earmarks, and taken a host of other decisions to control or reduce spending in other areas.

We have proposed to keep nearly 200 budget line items representing $1.5 billion dollars in current spending at this year's levels. And have asked some state employees to assume a greater share of their health insurance costs. The spending controls and savings that we have proposed will keep spending growth below the rate of growth in the previous administration. 

As I mentioned earlier, we also proposed to add revenue to the budget by closing unfair and unintended corporate tax loopholes. We proposed many of these same measures last year, as you know, and then agreed with the legislature to await the results of a special commission to study the question. The tax commission has spoken, and our proposals are consistent with their recommendations. Following this lead, this budget, will generate an additional $297 million dollars in revenue, the vast majority of which comes from large, out-of-state companies, who are enjoying loopholes that are not offered anywhere else in the country. 
The loophole closure will affect a small number of companies doing business in Massachusetts, many of whom have revenues today in the billions of dollars, but who pay in corporate excise taxes about $456 dollars a year. Those companies will be asked to live by the same rules in Massachusetts that they are asked to live by, and indeed successfully live by, everywhere else they do business. For the overwhelming majority of Massachusetts companies some 15 to 20,000 small and mid-sized companies, we propose a 13% cut in the corporate excise tax. Taken together, this approach is rational, and fair. 

As mentioned earlier, the budget also includes $124 million dollars in revenues from the licensing of three destination resort casinos. Not only will that sum hold cities and towns harmless from the devastating impact of the under-performance of the lottery, but resort casinos will put people to work. 20,000 permanent jobs, some tens of thousands of construction workers across the state, and also generate hundreds of millions of dollars that can be used for property tax relief to over 400,000 households in the first year, a million households once all the casinos are up and running, and infrastructure grants for every city and town in the state.

In fiscally challenging circumstances, we should focus on areas where we can grow jobs and economic security, and not just on where we can get along with less. Strong beginnings for our students, opportunities for learning and success, good jobs at good wages, theses are the dividends paid by smart investment. Measured against the cost of inaction, a loss of competitive edge, more need for taxpayer funded social programs, and a growing budget gap, pro-active steps are essential. That is the sprit in which we submit House 2. We look forward in working in partnership with the Senate and the House on building strong foundations for continued growth in Massachusetts

I want to thank all of my team, most especially, the Secretary of Administration and Finance, Secretary Kirwan and her wonderful budget director and all of the analysts who worked so hard to get us to this, I think, very good and responsible place.
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