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December 1, 2001

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 4800, “An Act Making Appropriations for the Fiscal Year 2002 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.”
My approval of this spending plan marks the 12th consecutive year that the Commonwealth’s budget has been balanced without increasing taxes or deficit borrowing.  This budget reflects our ability to continue investing in key priorities such as education, health care and public safety, even in the most difficult fiscal times.

Unlike many recent budgets, this plan does not contain a long list of new initiatives.  Unfortunately, I am enacting this budget exactly five months after the start of the fiscal year.  The process of enacting this final document has been quite disorderly, and we should not take pride in it.  The Legislature’s prolonged delay in sending this document to my desk gave me no choice but to file my own Recovery Budget in mid-November.  In that proposal, the Administration used a thoughtful and deliberate approach to controlling spending and using cash reserves.  It is that same approach I used to correct the end product before me.

The longest economic expansion in our nation’s history has come to an end, exacerbated by the events of September 11th and the war on terrorism.  We now face the difficult challenge of meeting our priorities while living within our means.  This will require an honest and thoughtful fiscal strategy.

Over the past decade, we have experienced an unprecedented economic boom in which we strengthened our fiscal health.  We have achieved much success during this era: nine bond upgrades; a reduction in the unemployment rate from over 9% to 4.2%, the lowest among industrial states for 27 months running; over 450,000 new jobs created; reduction of the health care uninsured rate to among the lowest in the nation; and the creation of multi-faceted, diverse economic sectors.

The good times cannot last forever.  To our credit, we worked together to ensure continued fiscal stability when the inevitable downturn arrived.  We have maintained sustainable levels of growth while strategically putting money into reserve accounts.

This year, due to an impending $1.4 billion projected budget shortfall, we will spend some of our Stabilization Fund for the first time in nearly a decade.  We must use this fund carefully and judiciously, covering anticipated deficits this year, but also protecting ourselves for revenue shortfalls that will continue into coming fiscal years.  The document before me uses $806 million in cash reserves, coming from the Stabilization Fund, the Transitional Escrow account and the Tax Reduction Fund.  I believe the more appropriate use of cash reserves is $580 million, a $226 million drop, and thus I have reduced Outside Section 72 accordingly to reflect this amount.

Outside Section 72 also needlessly empties the Tax Reduction Fund, an account designed to provide tax relief for our Commonwealth’s citizens, into the General Fund.  Twice this year, I gave the General Court the chance to return this money to the working families of Massachusetts while stimulating economic activity by proposing a two-day sales tax free holiday during the first weekend of December.  To deny this opportunity to the taxpayers is imprudent enough, but to blindly appropriate the fund into general spending is a flagrant violation of the intent of the fund.  I am eliminating this transfer.

Whatever the economic climate, the Administration has become accustomed to cutting budgets of the past decade to maintain sustainable spending growth.  This year is no exception.  I have reduced spending in this fiscal plan by $271 million without making cuts in areas of critical governmental services.

The budget also came to my desk with $350 million in revenues apparently left unallocated in anticipation of future expenses.  By our account, the Legislature did not adequately address $592 million in legally mandated, already committed or egregiously underfunded appropriations.  Consequently, I am concurrently filing a supplemental budget that addresses these costs.

Earlier this year, I asked the Legislature to join me in ending the misuse of outside sections.  We have made significant strides in this area, reducing the number of these budget riders from 498 in Fiscal Year 2001 to 91 in this budget, an 82% reduction.  I have rejected a number of these sections, including:

· A provision that changes the ceiling on the Commonwealth’s Stabilization Fund, because it would potentially divert money away from taxpayers;

· A mandate for one state agency to conduct an energy audit of state owned and leased, which lacked the funding necessary to complete the audit and is duplicative of ongoing efforts by the Executive Branch; and

· A restriction that would prohibit the Board of Higher Education from reducing tuition under any circumstances, which is inconsistent with my plan to keep education affordable.     

Total Spending

The budget that I am signing today appropriates $22.024 billion for Fiscal Year 2002.  It is balanced and represents an increase in projected spending of 2.5% over last year’s General Appropriations Act.

Education

Public education remains a top priority for my Administration.  Today, I am signing $3.2 billion in Chapter 70 direct local aid that will ensure all students continue to receive a high quality education.  This represents an increase from Fiscal Year 2001 of $223 million, or nearly 8%.  Chapter 70 annual payments have nearly tripled from the $1.2 billion aid total prior to the landmark 1993 Education Reform Act.  

While we significantly invest in our public education system, we must also emphasize high standards and accountability.  The most recent round of MCAS showed dramatic increases in pass rates, but we must continue our support for those who have not yet fulfilled their graduation requirement.  Therefore, I am authorizing $50 million in MCAS remediation spending, a $10 million increase from Fiscal Year 2001.

No discussion of education would be complete without mentioning my commitment to a lifelong learning process.  Unfortunately, the budget sent to me did not adequately fund several key initiatives.  In my accompanying supplemental budget, I have filed to restore $12.5 million for adult basic education services that would otherwise have to shut down in January 2002, $8.8 million for higher education scholarship reserves that would cut already awarded cash grants to 30,000 low-income students, and $1 million for higher education academic stipends already awarded to nearly 200 former foster care children.

Over the past decade, we have had remarkable success in rebuilding our public school facilities.  Since 1993, we have built or renovated over 500 schools in the Commonwealth.  Today, I am signing into law $361 million in school building assistance to fund local communities in their efforts.

I am also vetoing $13 million in unallocated funds for certain grant programs – many of which duplicate other initiatives or will otherwise go unspent this fiscal year.  

Health and Human Services

In times of fiscal uncertainty, it is especially important to prioritize spending to provide resources for those who most need them.  Critical human service accounts must be funded to ensure core, essential assistance is maintained.

In this budget, I am signing several important initiatives, including $16.1 million for School Health Services, which will provide school nurses throughout the Commonwealth, $21.3 million for newborn home visits, and $3 million for the creation of 500 new child care slots for foster care children.  This fiscal plan also provides much needed help for our health care institutions, including an additional $45 million to the Uncompensated Care Pool to reduce the contribution of hospitals, $15 million in Medicaid rate relief for hospitals, $15 million in relief for distressed hospitals and $5 million in relief for distressed non-profit health care providers, including nursing homes.

Whether intentional or not, the Legislature underfunded a number of critical health and human services accounts, most of which we are legally obligated to fund.  Therefore, I have filed for over $450 million in supplemental spending in this area to correct these oversights, including:

· $297 million to fund required Medicaid payments;

· $62 million for the Department of Social Services to adequately fund projected foster care and group care caseloads, as well as to maintain the mandated social worker caseload ratio;

· $43 million for the Department of Transitional Assistance to avoid reducing TAFDC, food stamp, and EAEDC benefits to 65,000 recipients and to ensure that 1,200 homeless families will be provided with shelter;

· $29 million for the Department of Mental Retardation to continue residential and day services for mentally retarded adults and children, including $15 million for new community residential placements pursuant to the Boulet settlement; and

· $16.6 million for the Department of Mental Health to prevent the closure of psychiatric units and the elimination of case management, residential, and other supportive services to children, adults, and formerly homeless individuals.

Public Safety

The recent tragedies in New York and Washington have reinforced the crucial role public safety plays in our daily lives.  The protection of the Commonwealth's citizens has demanded the expenditure of significant resources at both the state and local levels.  We are diligently working to enhance the capacity of state and local government both to prevent future terrorist attacks and also to respond appropriately if such an event were to occur.  The funding decisions made here and in recent supplemental funding requests are critical to helping provide this requisite level of security.   

This fiscal plan covers $26.5 million in ongoing public safety costs associated with September 11th, including incurred public safety agency overtime, a new state police class, and funding for HazMat emergency response teams.  I recently filed a bill to provide an additional $24 million, of which I urge your immediate passage.  That bill would provide an additional $12 million for state public safety costs and $12 million to help local police and fire units improve local preparedness.

The Department of Correction is another area that was critically underfunded in this budget.  I have filed to restore $14.8 million in my accompanying supplemental legislation, which would ensure critical health services are maintained and would save approximately 575 jobs, mostly corrections officers.

I have vetoed earmarks and funding in two public safety programs of note.  First, I have cut $2.2 million in earmarked State Police patrols.  I strongly believe that we must give the flexibility to prioritize patrol decisions to the State Police, not the State Legislature.  I have also vetoed duplicative earmarks in community policing grants that contain both House and Senate language.

Tax Cut

One of the signal accomplishments of the last eleven years has been the Commonwealth’s ability to reduce the tax burden on our working families.  Since 1991, we have implemented 41 tax cuts, saving taxpayers over $4 billion annually.  Gone are the days in which we rightfully earned the moniker “Taxachusetts.”

In accordance with this philosophy, I am approving Outside Sections 19, 19A and 73A, which provide sales and use tax exemptions for the purchase of airplanes, aircraft parts and services.  The 42nd tax cut enacted since 1991, this ratification will aid consumers and allow Massachusetts’ businesses to remain competitive with several border states.

Senior Pharmacy Program

In July 2000, the Administration signed into law the first-in-the-nation prescription drug insurance program for the elderly.  Since its inception on April 1, 2001, the program has enrolled over 60,000 seniors.  In this budget, I am fully committing to funding this program at a cost of $99 million, the first year this program appears in the General Appropriations Act.

Pension Fund Reduction

Since January 1990, we have increased the funded ratio of our public pension system from 39% to 82%.  Several years ago, during flush economic times, we moved up our schedule to fully fund the state’s pension liability from 2028 to 2018.

While I support full elimination of our unfunded pension liability, I do not think we should make major service cuts today at the expense of bills due tomorrow.  Reducing our contribution by $134 million, to $778 million in Fiscal Year 2002, allows us to fund critical human services and other legally mandated expenses that are unaccounted in the fiscal blueprint submitted to me.  This reduction is consistent with my proposal to return to a schedule that would fully fund the pension liability by 2028.

Clean Elections

In 1998, voters approved a statewide ballot initiative by a 2-1 margin that called for public financing of campaigns.  While I did not support the issue at that time, I firmly believe that it is our duty to support the ultimate will of the voters.  Therefore, in my supplemental budget, I am filing a section that will appropriate the $23 million already set aside in a separate account for the purpose of funding Clean Elections.

Constitutional / Legislative Accounts

As we discuss hundreds of millions of dollars in spending reductions and a workforce reduction of several thousand, we must not forget that fiscal discipline starts at home.  I have decreased by 3% the administrative accounts of the Executive Office of the Governor, the Executive Office for Administration and Finance and the Office of the Treasurer.  These offices have voluntarily come forth and asked for these reductions.

In the same regard, it is imprudent for Beacon Hill decision makers to stockpile reserve accounts in their own budget line items while slashing spending of critical programs.  I am taking action to eliminate the language allowing prior appropriations continued from numerous legislative accounts to ensure fairness in this process.

Local Aid

As we have done for the past decade, the Fiscal Year 2002 budget continues our partnership with the Commonwealth’s 351 cities and towns by delivering $5.2 billion in direct local aid.  

In summary, to ensure continued fiscal restraint, which is absolutely necessary, and to live within available revenue in Fiscal Year 2002:

**
I am hereby reducing appropriation amounts in items of section 2 of House 4800 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 4800 also set forth in Attachment A, for the reasons set forth therein;

**
I am striking in their entirety those sections of House 4800 itemized in Attachment B of this message, for the reasons set forth in this message and in that attachment.  

**
Pursuant to Article 56, as amended by Article 90, Section 3 of the Amendments to the Constitution of the Commonwealth, I am returning Section 60 with recommendations for amendment.  My reason for doing so and the recommended amendment are set forth in a separate letter of even date which is hereby incorporated by reference and included with this message as Attachment C.

I hereby approve the remainder of this Act.









Respectfully submitted, 
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