




There is no choice. Within the next four years, Massachu- 
setts must create an economic climate that is substantially 
more sympathetic to private sector growth or face more 
unemployment and even higher taxes. To create the kind 
of economic climate conducive to growth and prosperity, 
the state government must be efficiently run and dedi- 
cated to removing the red tape that has hindered private 
achievement. 

A new direction is needed. 
A strategy based not on tired gimmicks, but 
rather a strategy that creates a positive climate for 
growth. 
A strategy that stimulates rather than obstructs private 
sector investment. 
A strategy that will be measured not by how many rules 
and regulations we can promulgate but by how many 
roadblocks we can eliminate. 
A strategy to create jobs and provide funds for essential 
services. 

If we can finally recognize them and seize them, the 
opportunities for growth and prosperity in Massachusetts 
are more favorable now than at any other time in recent 
history. 

Since World War I1 we've been helped by a shift in 
our industrial structure away from an older industrial 
base toward highly sophisticated industries based on 
technology. Natural market forces have brought the state 
into a more competitive position nationally, but now we 
face a crucial question. Will the state capitalize on our 
improved position or let restrictive state and local policies 
destroy our opportunities. We can no longer blame our 
location, relative energy costs and federal policies for our 
economic problems. We have to blame a long history 
of self-imposed obstacles. Obstacles we can no longer 
tolerate. 

We recognize that economic development is not 
made up of grand designs but of hundreds of reel deci- 
sions individuals in government make. When these deci- 
sions are made in a way that is adverse to economic 
growth, the ultimate losers are the wage earners and con- 
sumers. This administration will not let that happen. Our 
preliminary economic development strategy focuses on 
five areas: 1) tax relief; 2) regulatory reform; 3) energy 
management; 4) manpower training; and 5) industrial 
promotion. Each of these tasks must be accomplished while 
keeping strongly in mind the need to maintain the out- 
standing quality of life we enjoy here and which is one of 
our greatest economic assets. This strategy is not intended 
to be an exhaustive treatment of all Massachusetts' 
economic problems, but rather one that indicates the 
begnning of a new direction for Massachusetts. 
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TAX RELIEF 
The high level of state and local taxes in Massachusetts is 
detrimental to the state's residents in two ways. First, the 
amount of state and local taxes ranks Massachusetts as 
one of the most costly states in which to live. Massachu- 
setts is now 4th in the nation in share of personal income 
paid in state and local taxes. Second, high taxes make 
Massachusetts less attractive to industry and diminish 
the opportunities for both employment and income 
growth. 

Clearly, reducing taxes and insuring that services are 
provided efficiently is one of the most important steps to 
revitalize the Massachusetts economy. Massachusetts' .1 

taxes were not always higher than those in the rest of the 
country. As recently as 1963 Massachusetts residents paid 
the same share of their personal income in taxes, 9.6O/0, 
as the national average. However, by 1977 state and local 
taxes had risen to 15.1% of personal income in Massachu- 
setts, compared to a national average of 12.8%. We can 
return to a more competitive position. On February 8th of I 
this year, Governor f ing reaffirmed his commitment to 
improving the state's economic climate through lower I 

taxes when he entered into a "social contract" with 89 
Massachusetts high technology companies. Under the 
terms of this social contract these companies made a com- 
mitment to create 60,000 new high technology jobs as well 
as 90,000 support jobs in Massachusetts over the next four 
years; the Governor agreed to take steps to bring Massa- 
chusetts' taxes back into line with those of competing 
industrial states. The social contract is not a binding 
agreement, but a statement of mutual interest by both the 
public and private sectors to improve the state's economy. 
The willingness of these companies, as presented in this 
agreement, to further expand employment in Massachu- 
setts indicates how important it is to bring taxes under 
control. 

The primary reason total state and local taxes are so 
burdensome in Massachusetts is the property tax- now I 

the highest in the nation. On February 9, immediately fol- 
lowing the social contract, the Governor took his first step 
toward reducing taxes in Massachusetts by introducing 
legislation which would put a cap on local spending. -, 

Numerous local aid packages have been enacted in recent 
years with the objective of reducing property taxes. How- 
ever, despite significant increases in local aid, property 

a 

taxes continue to rise because of higher local spending. 
A cap on local spending is essential if total state 

and local taxes are to be lowered through reduced 
property taxes. 

The second part of the Governor's tax reduction pro- 
gram was introduced on February 28 with a state budget 



that provided for an increase in local aid of over $300 
million in the next fiscal year. The proposed increase in 
local aid was possible only through very tight controls on 
state spending and after difficult choices about which pro- 
grams to expand and which to cut back were resolved. 
Exclusive of local aid, the Governor's proposed budget 
would increase only 1.25O/0 over this year's expected 
expenditures. 

The proposed cap on local spending and increase in 
state aid together would bring a substantial reduction in 
property taxes and would be a highly significant first step 
toward bringng Massachusetts' taxes closer into line with 
those of competing states. 

Improved fiscal management means more than 
merely reducing taxes; it means assuring an adequate 
level of services is efficiently provided. Reflecting our 
commitment to this approach, the proposed budget 
includes over $20 million to fund a variety of management 
improvement programs. The Governor's Management 
Task Force has also been reinstituted. This group of 
approximately 45 private sector executives is examining 
the operations of the programs in which the state spends 
the most money. This group will make specific recommen- 
dations on how services can be provided more efficiently. 

REGULATORY REFORM 
The regulatory and permitting process parallels taxes as the 
major obstacle to economic growth in the state. Almost all 
regulatory statutes and permit requirements had a rea- 
sonable justification when first proposed. However, the 
entire regulatory process has now grown into a maze of 
requirements that must be continually interpreted and 
enforced, and thus imposes great costs on government. 
These costs are borne directly by consumers in higher 
prices for housing, goods, and services and by industry 
as business expenses for which they get no perceptible 
return. We believe this process must be reformed while 
still safeguarding the public interest. 

The Governor's economic development strategy 
addresses the permitting and regulatory process in two 
ways. First, by appointing state officials who are commit- 
ted to the necessity of more economic growth. Secondly, 
by simplifying the process and eliminating red tape. 

If economic development is to be promoted, it is 
essential that the officials appointed to policy making 
positions now agree that the highest priorities for Massa- 
chusetts are more jobs and stronger income growth. The 
actions these officials take daily to interpret regulations 
is one of the most important determinants of a state's 
economic development. 

A unit will be established in the Governor's office to 



deal directly with permitting and regulatory problems. 
This office will provide businesses with a place to turn 
when they have any problems with state government 
related to the development process. This office is designed 
to make state government easier to deal with both for 
existing Massachusetts' businesses and for those entering 
the Commonwealth. 

A special joint public, private gubernatorial commis- \ sion has been established to make specific recom- 

\ mendations for reform. The public sector members of the 
commission are the six cabinet level officials - environ- 
mental affairs, manpower affairs, transportation and con- 

1 
struction, communities and development, administration 1 
and finance, and energy - that most affect development. 
The private sector representation on the commission has 
six members from different business sectors most directly 
affected by the development process - developers, lenders, 
manufacturers, and retailers. 

Each cabinet secretary is developing an inventory of 
the regulations he is responsible for enforcing as well as a 
plan for simplifying the process in his agency. At the 
least, the present process will be changed so that in as 
many cases as possible, development applications that 
are not denied within a specific time period are automati- 
cally deemed approved. 

We have also begun working with groups that have 
been adversely affected by the present regulatory process 
to solicit their suggestions for improvement. Under the 
general direction of the Greater Boston Chamber of Com- 
merce, the General Contractors, Construction Industries 
and Home Builders of Massachusetts have prepared an 
extensive list of specific areas in which they feel the permit 
process unnecessarily inhibits development. This list will 
serve as a starting point for the Gubernatorial commission. 
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ENERGY MANAGEMENT 
The newly-organized Office of Energy Resources is 
responsible for attracting new energy facilities while, at 
the same time, insuring sufficient energy supply at the 
lowest possible cost for business and the consumer. 
The office includes the Energy Facilities Siting Council, 

86 the Solar Action Office and the Energy Policy Office. 
Since nuclear energy is 30% less expensive than oil or 

coal fired electrical generators, we are committed to the 
development of new nuclear energy facilities, including 
Pilgrim 11. The office also supports the Governors' lead role 
on the National Governors' Association Sub-committee 

26 dealing with nuclear licensing reform topics such as pre- 
clearance of sites for nuclear power plants, coordination and 

NUCLEAR 
streamlining of the state and federal review process. 

30 Year Le\el~zed Power Cost (1985) Cents/KWH 
We have made significant headway toward develop- 

ing a comprehensive energy facilities pre-clearance stat- 



ute. This statute would provide the public mechanism to 
study potential sites, present petitions for pre-clearance to 
the Energy Facilities Siting Council, and retain control 
over those sites for ultimate disposition to developers. 

Massachusetts received a favorable decision from the 
First Circuit Court of Appeals in February when the Court 
dissolved the injunction blocking offshore development 
previously granted in January 1978 by the District Court 
in Boston. In an effort to clear any remaining barriers, we 
have coordinated our efforts with those of Coastal Zone 
Management and the Executive Office of Environmental 
Affairs. Together we have reviewed the proposed regula- 
tions concerning offshore drilling and made joint comments 
on such regulations to the Bureau of Land Management. 
The Governor has also urged Secretary of the Interior 
Andrus to accelerate his regulation writing efforts and 
suggested that the remaining legal uncertainties about the 
applicability of newly proposed regulations to Lease Sale 
#42 could be solved by a stipulation in the leased docu- 
ments themselves. 

We are looking into the economic feasibility of a 
refinery in Massachusetts and have made contact with 
several potential refinery developers. We have also invited 
several other concerns to visit Massachusetts to review 
potential refinery sites. In the near future, Governor King 
will submit testimony to the Senate Energy Committee on 
the need for additional refining capacity on the East Coast. 

We have initiated a major program to encourage the 
use of conservation and passive solar applications in new 
state buildings, and are working closely with our housing 
development agencies to develop solar design concepts 
for public facilities. Prototype units will ultimately be 
installed and monitored. We are also working to include 
solar applications in the federally mandated Schools and 
Hospitals Program, and are planning a series of solar 
workshop and construction projects across the state. 

The Commercial Extension Service has taken major 
steps to streamline procedures for allocating National 
Energy Act conservation grants to schools, hospitals, 
local government buildings, and public care institutions 
throughout the Commonwealth. This new program will 
bring $27 million in federal dollars to Massachusetts, and 
promises significant additional relief to Massachusetts 
taxpayers, reducing local property taxes by means of 
school and municipal building energy cost savings. It is 
also expected to spur development of industries manufac- 
turing energy-saving products and companies providing 
auditing and retrofit services. 

In the area of wood energy, we are in the process of 
setting up a wood commercialization program for the 
state. This program will promote both industrial wood 
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conversions and installation of wood systems at state 
facilities. 

In addition to the wood and solar activities, we have 
been engaged in several programs to promote hydropower 
in Massachusetts including the only privately financed 
hydropower development in the United States - the 
Lawrence Hydro Associates Program. 
MANPOWER TRAINING 
An ample supply of highly skilled and productive 
workers at competitive wage rates has traditionally been 
one of Massachusetts' greatest economic assets. How- 
ever, many industries, particularly in the high technology 
field, are now finding it difficult to find skilled labor. Con- 
seauentlv, manv of our em~lovers are recruiting out of 
the' stateJto fill job vacancies while many of our :itizens 
are unable to find jobs for which they are qualified. 
Similarly, enormous amounts of money are spent in Mas- 
sachusetts training people for jobs whlch oft& don't exist. 

The objectives of our new manpower strategy will be 
to reconcile these mismatches. This is essential since the 
availability of trained personnel will be the key factor in 
the location of industrial expansion i r ~  the future. 

Massachusetts now has over $700 rmllion available 
for employment and training administered by an enor- 
mously complex system of public and private organiza- 
tions: community colleges, regonal and local vocational- 
technical schools, public and private colleges, state and 
municipal agencies and community based organizations. 
To make these programs even more useful to the needs 
of Massachusetts companies a new pilot program has 
been started. This program, developed by the Governor's 
special advisor for Manpower Affairs, James Howell, 
Chief Economist for the First National Bank of Boston, in 
conjunction with the State Employment and Training 
Council, will ask companies in selected labor market areas 
to indicate the specific number of employees with partic- 
ular skills they will need in the next four years. Using 
this information, the Secretaries of Manpower Affairs 
and Education will make an evaluation of the training 
programs now available in these areas and how they 
must be changed to meet the employers' needs. 
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INDUSTRIAL PROMOTION 
The first objective of this phase of our strategy is 
removing obstacles to doing business in Massachusetts. 
The second is to capitalize on these improvements by 
promoting Massachusetts to businesses in other states 
and countries. 

One of Massachusetts' greatest economic advantages 
is proxiinity to foreign markets and the state's attractive- 
ness to foreign investors. Through an enhanced Foreign 
Business Council effort, increased emphasis will be 



placed on promoting Massachusetts overseas. This will 
include an expanded Massachusetts promotion effort in 
Europe and the Far East. A new Business Development 
Council made up of the chief executive officers of some of 
Massachusetts'most important institutions has been 
charged with the responsibility of promoting the state to 
companies in other parts of the United States. 

Steps are also being taken to make it easier for out- 
side companies to set up shop in Massachusetts once they 
decide to locate here. A new computerized real estate 
information system in the Department of Commerce 
and Development will provide a complete inventory of 
available industrial sites and vacant buildings. This wdl 
include information about the type of facility, availability 
of services such as transportation, water, and sewerage, as 
well as cost. 

Pre-permitting industrial sites for environmental and 
other requirements is also being considered. Under this 
program: industrialists could b; certain that there would 
be no government-imposed obstacles to development. 
A NEW DIRECTION 
Massachusetts residents have suffered from a long-term 
deterioration in their relative standard of living. In just 3 
decades from 1948 to 1978, private sector employment 
grew by 72% nationally compared to 34% in Massachu- 
setts. Similarly, in the same period, personal income 
increased about five fold nationally and four fold in 
Massachusetts. 

There has been some recent sign of improvement in 
the state's economy led by very strong growth in a new 
group of high technology industries. The question is can 
we create a climate that will sustain and foster the growth 
of these and other industries. 

setts will be unable to enough jobs to prevent a 
further deterioration of the relative income level of its resi- 
dents. In 1970 manufacturing wages in Massachusetts 
were 96% of the national average; by 1978 they had slipped 
to 90%. The lesson is clear: 

When Massachusetts imposes higher taxes and 
burdensome regulations on business than competing states, 
the ultimate losers are the Commonwealth's citizens. 

The strategy that has been outlined here charts a new 
direction for Massachusetts. It is a direction founded on 
efficiency that eliminates out-moded policies and prac- 
tices. A direction that begins to clear away the obstacles to 
real growth. The growth Massachusetts residents and 
businesses need and deserve. Now is the time to make 
this new direction work. 

There is no choice. 

While recent employment trends are hopeful, invest- 
ment trends are less so. In 1966,2.4% of all investment 
spending was in Massachusetts. By 1976 that figure had 
fallen to 1.9%. Unless this pattern is reversed, Massachu- 
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