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Thank you for your kind invitation to join you this afternoon.  I know you’ve had a full agenda these couple of days, so I will try to keep my prepared remarks brief so we can spend more of our time together in conversation.

	Perhaps a little more introduction is in order.

	I am a liberal Democrat from a reliably “blue” state in which there are more un-enrolled Independents than there are registered Democrats and registered Republicans combined.

	I am a capitalist who believes we need to grow the economy not just to create wealth but also and mainly to create opportunity.

	And I have spent most of my professional life in the private sector, but I don’t hate government though I do believe most political labels and much political orthodoxy is stale.

	Basically, I am suspicious of conventional wisdom, perhaps none more than that which says that you grow a modern market economy by cutting taxes, shrinking government, crushing unions and waiting to see what happens next.

	That, in a nutshell, was the approach taken in Massachusetts under 16 years of Republican governors.

When I took office in 2006, Massachusetts was 47th in the nation in job creation.  Real wages were declining while rising across the nation.  In a state where education is our calling card, our students had just endured one of the largest per-pupil cuts in education in the Nation.  Our infrastructure was crumbling – our roads, rails and bridges in deplorable condition with some so badly neglected that they presented imminent risks to public safety.  Health care reform had been enacted but not yet implemented.  In fact, from 2000 to 2006, Massachusetts seriously underperformed the nation in both GDP growth and job growth.  Young people and families were leaving the state.

Then, not long after I took office, the global economy collapsed.

Today, nearly 8 years later, Massachusetts outperforms the country on both GDP and job growth.  For the last 7 years, our economy grew at about twice the national rate and last year alone we added the most jobs in a single year than in any year since the tech boom in 2000 – the fourth straight year of strong job gains.  I should mention young people and families are moving back into Massachusetts again, too.

We are first in the Nation in student achievement, health care coverage (with over 98 percent of residents insured), economic competitiveness, entrepreneurial activity, venture funding, energy efficiency, science and technology[footnoteRef:1], and much more.  And we’ve done it responsibly, balancing budgets, replenishing our rainy day fund to one of the strongest in the country, and achieving the highest bond rating in Massachusetts’s history. [1:  We are ranked the #1 science and technology state by the Milken Institute and also the #1 on the Information Technology & Innovation Foundation’s (ITIF) 2012 State New Economy Index (most recent version of the Index) and the Kaufman Foundation.  ] 


There is more to do, of course.  We have our challenges and our setbacks.  The recovery has by no means reached everyone.  But by any measure, Massachusetts today is a more prosperous, more open and more just state for more people today than it was in 2006.  

So, how did we get Massachusetts back in the leadership business?  We shifted the paradigm to a longer-term strategy.  This was very intentional.  In my business life, I was struck by how much pressure there was to manage for the next quarter, to get those short-term returns sometimes without regard to the long-term consequences.  I see more and more of that behavior creeping into the way we govern in America, where we govern for the next election cycle or the next news cycle, instead of for the next generation.  We decided to turn that around.

Specifically, our strategy has been to invest in education, innovation, and infrastructure: 

Education because with some 300 universities, research institutions and teaching hospitals within 90 minutes of downtown Boston, and the world in the midst of a knowledge explosion, education is our competitive edge.

Innovation because there are a handful of industries – like the life sciences and biotech, clean tech, the whole range of digital technologies, and even financial services (which is more and more an IT business) – that depend on the kind of concentration of brainpower we have.

And infrastructure, the unglamorous work of government, because it supports everything else.  That means roads, rails and bridges, but also public and affordable housing, lab space at our public colleges, broadband and even health care – all the things the public builds as a platform for private sector investment and personal ambition.

We didn’t ignore all the conventions.  But we approached them in a more balanced way.  

We cut business taxes three times, so that we would be more competitive, but we also closed a number of loopholes that had outlived their usefulness.  

We eliminated scores of old regulations, but we streamlined many more that still mattered and improved the processes of review and enforcement so that state permitting processes move at the speed of business.  

We reformed the transportation bureaucracy, our public pension and benefits systems, and underperforming schools, but in each case we did so with labor at the table.  

We raised the sales and gas taxes modestly, but only after engaging a reluctant public in a real conversation about the responsibility each one of us has to leave our Commonwealth better and stronger than how we found it. 

My point is not simply to brag about Massachusetts (though I am proud to do that) but rather to show that a strategy of investing in education, innovation and infrastructure has been validated by our results, and to challenge the calcified conventional wisdom that says economic prosperity comes when governments tax as little as possible, spend as little as possible, and regulate as little as possible. The results are on our side.

I want to point out a couple of other features of our success.

The first is the importance we have placed on investing strategically.

Although some believe that “government investment” is just a clever way to describe “government spending,” in Massachusetts we really are tracking and judging the return on our investments.  For example, we launched a $1 billion initiative to strengthen our life sciences and biotech sector, a natural outgrowth of that concentration of university and medical brainpower I mentioned earlier.  Halfway through that effort, we invested about $500 million of public money in grants, tax credits and capital improvements, which has leveraged more than $1.5 billion in new private investment and created thousands of jobs.  Similarly, we joined the Regional Greenhouse Gas Initiative, used the proceeds of the carbon emissions auction to subsidize energy efficiency measures, and surged from about 3 megawatts of installed solar in 2006 to nearly 500 megawatts today while we beat out California to become first in energy efficiency.  Job growth in our clean tech sector is 24 percent over the last two years. 

I want to add that the benefits of emphasizing innovation are not all for Ph.Ds.  Sixty percent of the new jobs in the life sciences are for people with a 4-year bachelor’s degree or less.  Manufacturing in our state – which is now largely so-called precision or advanced manufacturing – is growing 50 percent faster than the national growth rate and 7 times the rate it did in the previous administration.

The second feature of our approach is the importance of collaboration.  We recognize that no state government can or should attempt to substitute for the private capital markets.  But more than philosophy, the practical reality for us has been that our public investment decisions have been most successful where the programs have been designed in collaboration with the business and academic communities, and where individual investments have been selected with similar input, both from scientific and technical experts and from experienced business leaders.  I already mentioned how much private investment has been catalyzed by public investments in the life sciences and clean tech, but I perhaps did not emphasize enough the fact that many of those investment choices are made with business and technical collaborators.  Indeed, in one signature project in western Massachusetts, a green high performance computing center, our partners include 5 universities, both public and private and 4 private high tech companies – the first time many of these institutions have worked with each other, let alone with state government.  The point is that public infrastructure dollars are limited, so we try to target our investments for where we can determine that they will catalyze private investment and the job growth that follows from it.

Third, we have had, within reason, to raise our risk tolerance in and for state government.  I hear all the time about generous tax credits we gave to one unsuccessful solar company even though the solar industry, indeed the whole clean tech sector, has expanded exponentially under the same programs.  It is certain that the failure of any particular public investment will be the subject of intense public scrutiny.  And yet we will not be able to make any meaningful investments in education, innovation or infrastructure if each and every such investment must carry a guaranty of successful, short-term return.  A private investment advisor has not failed her client if one stock in the portfolio loses value, and no private investment advisor would be willing to be judged on that basis.  Public investments must be viewed similarly.  We insist that we be judged on the entirety of our results, and not merely on the outcome of any one single project.  

Some fear that government investing will only serve to “crowd out” private funding of projects and will thus have no net positive effect.  Our investments of state dollars are frequently and purposefully only 5 or 10 percent of the total capital invested.  At those levels, and with a determination to seek out opportunities to co-invest with private parties, we have seen no evidence of such “crowding out.”  To the contrary, as I’ve said, we can show that our disciplined investment strategy has drawn additional private capital into the Massachusetts economy.

Our experience over the last seven and a half years suggests an important role for government in fostering a robust 21st Century innovation economy.  By many measures, Massachusetts already today reflects a post-industrial American economy that is based on innovation.  And in that new economic reality, Massachusetts shows the powerful role that government can have by making strategic, long-term public investments in education, innovation and infrastructure.

And yet, in another sense, our approach is not all that new.  Before conventional economic wisdom became conventional, significant public investment in education, innovation and infrastructure was a driving force behind America’s economic success in the decades following World War II.  Whether it was President Truman’s support for the GI Bill, President Kennedy’s call for a man on the moon, or President Eisenhower’s vision for a national highway system, public investment in education, innovation and infrastructure was a good idea -- whose time has come again.

I admitted at the outset that I am a capitalist who believes we must have economic growth.  But though I have been blessed to have a made a little money myself along the way, I do think creating opportunity is the more profound reason why economic growth in America matters.  And I will close with a brief reflection on that.

America is the only nation in human history not organized like countries are normally organized.  We did not come about by reasons of a common language or religion or even culture.  Geography did not create America.  America, unique among nations, was organized around a handful of civic ideals.  And we have defined those ideals over time and through struggle as equality, freedom, fair play and opportunity.  That is the truest and most compelling source of our power throughout the world.  As Shimon Peres says, we are the only superpower whose power comes not from taking but from giving.

	At a time when the chasm between the haves and the have-nots in America is growing by the day – and the impact of not just inequality but immobility is a reality confronted by countless Americans – we have to do what works to make opportunity real.  I think that will include disenthralling ourselves of some of our political conventions and stepping up to our generational responsibility to leave our state, and our nation, stronger than we found it. 

	Thank you.  I look forward to the conversation.
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