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July 29, 2002

To the Honorable Senate and House of Representatives:

Pursuant to the provisions of Section 5 of Article 63 of the Amendments to the Constitution, I am today signing House 5300, “An Act Making Appropriations for the Fiscal Year 2003 for the Maintenance of the Departments, Boards, Commissions, Institutions and Certain Activities of the Commonwealth, for Interest, Sinking Fund and Serial Bond Requirements and for Certain Permanent Improvements.”
The Fiscal Year 2003 conference budget delivered to me 10 days ago represents a tremendous amount of work by the Legislature.  I appreciate your efforts to craft a thoughtful spending plan for the citizens of the Commonwealth, particularly in these tough economic and fiscal times.  I have also appreciated the professionalism and bipartisan cooperation exhibited throughout this challenging process.  We had significant disagreements, but we conveyed them in a respectful and constructive manner.  I hope the spirit in which this budget was crafted is in some way reassuring to the people of Massachusetts, who deserve responsive, responsible public leadership at all times.  

These months of economic uncertainty – exacerbated by corporate irresponsibility and greed – have reinforced my unwavering commitment to delivering to the Commonwealth an honest, balanced budget for the coming fiscal year.  I was particularly gratified to be able to tie this plan to consensus revenue numbers that are realistic and conservative.  We agreed that such an approach best prepares us for future challenges.  It is my singular goal to leave the next Governor of this great Commonwealth with a budget that is sound and responsible, one that enables every citizen to take advantage of future growth and opportunity.  An honest, balanced budget is the Governor’s most powerful tool for restoring the state’s fiscal health.

Our current fiscal reality is stark.  In Fiscal Year 2002, state government collected nearly $2.5 billion less in tax revenues when compared with the prior fiscal year.  Never in Massachusetts history have we faced such a drastic free-fall in the amount collected for public programs.  

We all agree that government services play an invaluable role in many people’s lives, particularly those most vulnerable.  That’s why the plan I present to you was not crafted with anticipation, but rather, with regret that many state agencies will be severely tested in their attempt to provide critical services.  Challenging fiscal times demand tough choices.  Mirroring what families around Massachusetts do year after year, government must learn to live within its means.  As you have acknowledged, the conference committee budget was approved out of balance, requiring us to use more than $900 million in reserves, and now, forcing me to veto $355 million to attain balance and to ensure sufficient reserves to meet future challenges.  

The blueprint guiding my decisions was my House 1A revised budget, which I prepared and announced in March of this year.  As you recall, it included cuts of five percent across the board for each secretariat, and it reflected feedback I received from state managers when I consulted them during that process.  Armed with their ideas from the front lines, I developed the plan before you, which I believe empowers to the greatest extent possible, those professionals who are now forced to work with fewer means.

It comes as no surprise that the area of sharpest disagreement between our two branches of government is your choice to raise taxes on the hard working families of Massachusetts.  As I have said time and again, this is no time to take more money out of family budgets and small business balance sheets.  You enacted the largest tax increase in the history of our state, despite my veto and the voters’ will at the ballot box.  Once again, Massachusetts has one of the highest tax burdens in the country.  My approach was different: Reduce spending by setting priorities and creating alternative sources of funding through good government policymaking.  These ideas were outlined during last year’s budget process, as well as in my House 1A and House 1A revised plans for FY 2003.

The budget I am signing today is $22.6 billion, or $22.95 billion when accounting for Medicaid and health care expenditures funded off budget.  With my vetoes the budget is $355 million less than the Conference Committee budget.  It represents an increase of less than one percent over last year’s spending.  If you remove increases in health care expenditures, which total $600 million, Chapter 70 Education Aid, which increased $45 million, and debt service and pension increases of $60 million – all core obligations – then the budget is actually $550 million less than last year.

Following are highlights from those aspects of the budget that I believe deserve your particular attention.  They reflect my own personal policy priorities and those that must be all of ours based on today’s changing and uncertain world.  

K-12 Education

While these veto decisions were among the most difficult I had to make, I believe the final budget holds true to the fiscal commitment we made 10 years ago to the children and parents of the Commonwealth. I have vetoed approximately $75 million out of the Legislature’s budget for the Department of Education.  Overall, the Department budget will fall by less than two percent, compared with Fiscal Year 2002.  At the same time, Chapter 70, the account that provides the lion’s share of flexible education dollars to local districts, will actually increase by $45 million.  When compared to the across the board cuts of 10 percent that many districts feared, this level of spending reflects a tremendous victory.  More important, it ensures that every district in the Commonwealth will remain at or above their foundation budget.  Equally important, we were able to fully protect the $50 million appropriation for MCAS extra help programs.  

Nevertheless, given the relatively large scale of the Department of Education’s budget (18% of the total budget), it was impossible to shield every account.  The two largest cuts affect kindergarten expansion grants ($28 million) and charter school reimbursements ($28 million). The kindergarten grant program was designed to create an incentive for districts to move toward full-day kindergarten.  It was not intended as a permanent subsidy.  Indeed, kindergarten, including full-day kindergarten, is already included in the foundation formula.  Charter school reimbursements are payments to districts for resident students who attend charter schools.  These payments are on top of additional Chapter 70 money districts receive for such students.  In effect, this means the Commonwealth is paying twice for each student attending a charter school.

Higher Education

I have vetoed $38 million from the Legislature’s higher education budget.  Of the veto amount, almost $30 million is saved by revisiting collective bargaining agreements for the University of Massachusetts and the state and community colleges.  These contracts would have provided faculty and staff with retroactive raises of up to five percent for Fiscal Year 2002, along with equivalent raises in both Fiscal Years 2003 and 2004. 

The appropriation forwarded to me by the Legislature would have only funded the retroactive Fiscal Year 2002 salary increase, leaving it to the campuses to find the money for this year’s raises.  Vetoing these contracts is essential to protecting core programs and services, while maintaining fiscal solvency on the campuses.   Indeed, if these contracts were allowed to go into effect, a number of campuses would likely have to implement significant numbers of emergency layoffs, over and above the widespread early retirements that hit public higher education last year.   

When these contracts were negotiated over a year ago, the Commonwealth’s greatest fiscal challenge was how to manage a burgeoning surplus.  Needless to say, times have changed.  Even though the faculty and staff of our public higher education system deserve a raise, the new fiscal realities force us to revisit the timing of these contracts.

Public Safety

Public safety professionals across the nation and in Massachusetts struggle to meet  increased challenges in the aftermath of September 11th.  In addition, the Commonwealth’s recent increase in violent crime has all citizens concerned for their safety and well being.  Even in these tough fiscal times, state government has no greater responsibility than the physical protection of our citizens.  

For that reason, I have worked hard to limit spending reductions in the area of public safety.  I have vetoed $6.8 million out of a $1 billion budget.  Specifically, I was forced to find savings through the DARE and SAFE accounts and earmarking to cities and towns hosting prison facilities for a total of  $3.1 million.  These are worthy programs, to be sure, but this fiscal climate demands reductions in all but the most necessary programs.  In addition, I have vetoed $2.3 million in earmarked State Police patrols because I believe that the best people to decide public safety strategy are our public safety professionals – not elected officials.  Finally, I did not veto any of the $466 million provided to the state’s Sheriffs and District Attorneys.  

Judiciary

I have reduced court spending by $6.6 million.  This is less than reductions in other, equally crucial areas of the budget.  It is also done in a way that will allow the courts of the Commonwealth to maintain basic services.  

However, I would emphasize that reductions in the Judiciary’s budget are exacerbated by the Legislature’s refusal to provide the courts with centralized budget authority – which I have proposed – as well as associated authority for court administrators to determine where and how judicial funds are spent.  Massachusetts is the only state in the nation that funds its courts in such an inefficient manner.  Line item funding gives the courts virtually no ability to move resources where they deem most needed.  Notwithstanding the Legislature’s failure to address the court’s financial situation through the flexibility of a central budget, I have attempted to make necessary reductions in a calibrated manner.

Local Aid

Over the past 12 years we have delivered $42.2 billion in direct local aid to the Commonwealth’s 351 cities and towns.  This generous investment to our communities has improved the lives of Massachusetts’s families.  Unfortunately, the realities of tough fiscal times have forced me to cut $31 million in Additional Assistance to cities and towns.  I give Legislative leaders credit in preparing local governments for cuts in state aid.  As a result, most cities and towns have trimmed their budgets in preparation.  Despite the reductions I have taken here, cities and towns will still receive more than $5 billion in direct local aid.  It is also important to note that most local governments, like the Commonwealth, have prepared for a rainy day.   Many have yet to tap into their $1 billion in cash reserve accounts.  

Health Care

In these difficult financial times we must set spending priorities.  Health care funding has grown by $600 million or 12 percent in unavoidable escalating costs.  Spending for agencies within the Executive Office of Health and Human Services totals $9.8 billion, or 43% of the budget.  Medicaid alone is the largest program in the state’s budget at almost $6 billion, or 24% of total spending.  However, even with this level of growth, we have not funded a significant part of the population currently covered by the MassHealth program.  While reducing spending on health care is a difficult and heart-wrenching prospect, I agree with you that it would be irresponsible not to recognize the necessity of curtailing its phenomenal growth.  

Earmarking

I have targeted a total of $40 million in legislative earmarking in my vetoes.  The use of earmarks interferes with managers’ ability to focus scarce resources on their agency’s mission, and in this time of scarce resources we can not afford to be putting our own personal interests ahead of the greater good. 

Revenue Cap

When revenues increase rapidly – as they did with capital gains over the last few years – it is tempting to build additional spending into the budget, but it is my hope that these difficult times lead to greater wisdom regarding the management of our state’s resources.  To continue the fiscal discipline we are enacting with this budget, I am approving a revenue cap that will take advantage of future surpluses.  Specifically, this cap will protect revenue that exceeds 2% plus inflation over the prior year in a temporary holding account.  Those funds will be set aside for the following purposes: 40% will go to the Commonwealth Stabilization Fund; 25% to One-Time Capital Projects Improvement; 15% to the Open Space Acquisition Fund; and 10% to the Tax reduction Fund.

I am pleased that we are placing on ourselves these spending handcuffs.  I proposed this approach during the first days of my Administration, and while I would have preferred to see a greater percentage set aside in the Tax Reduction Fund, I believe that this is a step in the right direction.  
The reality of our current fiscal situation resulted in my veto pen virtually touching every corner of state government.  I did not relish this task, but I am confident in my decisions and in the paramount importance of producing a prudent, balanced budget for Fiscal Year 2003 for the citizens of the Commonwealth of Massachusetts. 

In summary, to ensure continued fiscal restraint, which is absolutely necessary, and to live within available revenue in Fiscal Year 2003:

**
I am hereby reducing appropriation amounts in items of section 2 of House 5300 enumerated in Attachment A of this message by the amount and for the reasons set forth therein;

**
I am striking wording in items of section 2 of House 5300 also set forth in Attachment A, for the reasons set forth therein;

**
I am striking in their entirety those sections of House 5300 itemized in Attachment B of this message, for the reasons set forth in this message and in that attachment; 

**
The document before me uses $917 million in cash reserves, with $790 million coming from the Stabilization Fund.  I believe the more appropriate use of the Stabilization Fund is $550 million – a $240 million drop – and thus, I have reduced Outside Section 189 accordingly to reflect this amount;

I hereby approve the remainder of this Act.
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