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As many of you know, last week the Lieutenant Governor and I submitted to the Legislature our budget request for fiscal year 2008. This administration came to office with a mandate to strengthen our economy, our communities and our government – not just to meet the challenges we face today, but to ensure that this generation and the next are well-positioned to meet the challenges to come.  Our budget outlines the beginnings of those long-term changes.
I’m happy for the opportunity to come and discuss those long-term changes directly with you today.  But before I get too far into that, I want to say something about the importance of this gathering. 
I read in the Globe over the weekend about the intensive recruitment of our tech students here in Massachusetts.  They are getting any number of highly competitive offers – even before they graduate – from firms like Apple and McKinsey.  I was happy to read about one student, a young lady at MIT who, with a few offers on the table, turned down a chance to work at Google and took a position at Innosight, a tech consulting firm that employs about 30 people out in Watertown. 

On the other hand, more than a few students in the article talked about being flown out west three and four times, and taking those jobs in California or Colorado.  We are the only state in the nation to lose population in each of the last two years and that is exactly how it happens.  We cannot afford to continue to lose our young talent.  They should not be going across the country to Silicon Valley when we can give them great opportunities in the Pioneer Valley.  In the months and years to come, I want to hear a lot more about young talent staying to work right here.  And for that we need sustainable, robust economic growth. 

You are central to realizing that vision.  Yours is a $10 billion industry responsible for over 100,000 jobs.  Those are good jobs with bright futures, and the high tech sector is creating them at three times the rate of overall job growth.  I want to welcome every sector of the innovation economy to Massachusetts, but I want you in particular to know that I see on our horizon much more than just stem cells and windmills.

I see opportunities for the high tech sector in Health Care reform, especially in the streamlining and modernization of records management.  Taking advantage of cost savings there has the potential to lighten a major budget buster.  Health Care consumes almost 40% of our state funds and is growing at three times the rate of inflation. It is the fastest growing cost to business as well.  Relieving that burden would enable me and you to make better investments in our future.

I see opportunities in our classrooms, where we can create interactive, digital learning centers that connect students and teachers to educational resources around the globe.  We can raise our educational systems to brand new heights, incubate new technology with better math and science skills training, and enable our move into the next phase of education reform.
And I see great opportunities in creative ventures like Eons.com, a social media site that Jeff Taylor from Monster.com started in the Charlestown Navy Yard.  Eons helps people over 50 – like myself – take advantage of new media and web-based opportunities that many of them – like myself – might have a little trouble navigating from time to time.  Jeff has said that he wants to create another billion dollar company with Eons, and he is off to a great start. Eons announced the other day an investment of $22 million in Series B financing from local venture capitalists.  
I want you to see the same opportunity in this Commonwealth that I see in you.  There is fertile ground here for continued growth in high tech.  

We have world-class universities in Harvard, Brandeis, MIT, Boston University and many others.  The University of Massachusetts, in addition to capturing a Nobel Prize at UMass Medical in Worcester, is leading the charge in nanotech development and manufacturing at its Lowell and Amherst campuses.  In 2005 UMass topped Harvard in technology licensing profits, and was not far behind MIT, despite spending far less than either institution.

Along with our education and research facilities, we have the manufacturing base to sustain the production end and a highly renowned financial services sector.  Combine these advantages with a tradition of innovation and entrepreneurial spirit that dates back centuries and we have everything you need to spark new growth.

That would explain why the Kauffman Foundation just named Massachusetts the national leader in transitioning to an innovation economy.  And why Small Times magazine, an industry periodical in nanotechnology ranked the Commonwealth as the second best place in the country to locate your business.
This much is already in place.  Let me explain what we are doing to create even more opportunities.  
Our first budget is a 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 in education and transportation – we are building a foundation for lasting change and meaningful progress.    

Developing that 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.
This budget lays the foundation for the Commonwealth’s long-term growth by Strengthening Our Economy, Our Communities, and Our Government.  Each of these is important and related to the other, but – as I’ve said from the very beginning – strengthening the economy is job number one.  Economic growth gives us the leverage we need to accomplish all of our other goals.
The most important thing government can do to ensure lasting economic 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, so that we create the conditions for teachers to add enrichment programs, math and science preparation and a safe, engaged after-school environment for kids across the Commonwealth.  And I am working closely with our Secretary of Labor and Workforce Development to connect employers with graduates and vocational training programs. 
These are our first steps.  The more significant investment that I have in mind for public higher education will come as a package of education reform legislation we will propose in the next few months.  We will, at that point, introduce what I hope will be the next phase in education reform and 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.  

We want to put a stronger focus on the core curriculum of science, technology, engineering and mathematics.  And we want to develop and retain the teachers to support that curriculum.  Our students need 21st century skills if we as a Commonwealth are to capitalize on the opportunities in your industry.
And there is more still to do.  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?  I know the Council is deeply concerned with this issue, and is doing its own work to improve the ways we educate our students.  I look forward to your input.

To cut costs for homeowners and business in Massachusetts we are working to relieve 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 let’s 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.  We are committed to deciding on state approvals and permits in 6 months or less, and 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.

The Department of Environmental Protection has also moved to reduce its timelines for rendering decisions on permits by 20% and committed to issuing 90% of all permit decisions in 180 days or less. 

And we will move to resolve a key roadblock – the appeals process for wetlands protection.  31 wetland appeals have languished in the Division of Administrative Law Appeals without decision for more than six months.  Another 32 have been there for more than a year.  The prolonged appeals process rarely provides increased measures of environmental protection.  From 2004 to 2006 only 3 rulings out of 65 resulted in substantial changes in DEP actions.

These measures, taken together, are some of the ways we propose to strengthen our economy, our communities and our government.  But we also need to strengthen our partnership.  What we need today is a spirit of 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.  That’s the kind of partnership we must have to move your industry and our Commonwealth forward.

My door is open to you.  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.

Thank you very much.
PAGE  
1

