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STATEMENT OF REPRESENTATIVE ROY C. 
SMITH OF HOLBROOK, AS CHAIRMAN OF 
THE COMMITTEE ON WAYS AND MEANS, 
RELATIVE TO THE FINANCES OF THE 
COMMONWEALTH AND RELATIVE TO THE 
RECOMMENDATIONS OF SAID COMMIT
TEE TO PROVIDE FOR THE LEVYING OF 
NEW TAXES TO BALANCE THE STATE 
BUDGET AND FOR REIMBURSEMENT OF 
CITIES AND TOWNS FOR THE COST OF 
OLD AGE ASSISTANCE (JUNE 24).

Mr. Speaker:

Some time ago I stated to this House that the amount 
required to balance the General Fund Budget of the 
State for 1948 would be $17,000,000. That estimate was 
based upon the following figures: —

Present total of 1948 appropriations, chapter 219,
Acts of 1947 ......................................................................$73,860,566 27

Reserve for Supplemental Appropriation Bill . . 3,500,000 00

Total requ ired ............................................................. $77,360,566 27
Estimated available receip ts......................................... 60,300,000 00

Balance — d i f f e r e n c e .............................................$17,060,566 27

In setting aside a reserve of three and one half million 
for the Supplemental Budget we took into account the
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fact that your committee on Ways and Means had be
fore it at that time bills calling for the expenditure of 
several times that amount. I do not think it is neces
sary to assure you that your committee wishes to avoid 
the expenditure of any unnecessary money but on the 
other hand the State has assumed the responsibility for 
certain services and in fairness to all concerned, it is our 
responsibility to recommend to you whatever amounts 
are necessary to provide that these services shall be 
adequately performed. As every one knows, costs and 
prices in general have risen but the principal items of 
additional cost which confront us at this time have to 
do with personnel, especially in our institutions. To 
provide suitable care and training for the patients and 
pupils in our hospitals and schools we must have per
sonnel adequate both in number and quality to serve 
their requirements.

As reported to this House in the statement on the 
General Appropriation Bill, your committee has found 
that in recent years the State, from the proceeds of state 
collected taxes, has been paying over to cities and towns, 
or expending on their behalf, over $91,000,000 each year. 
We are not concerned in the argument as to whether this 
money belongs to the State or to the municipalities. In 
our opinion it belongs to the public who pay the taxes, 
and it is to the public that those who spend the money 
should render their accounting. Such an accounting, 
however, is obviously impossible at present because no 
where in all of the many documents published by the 
State can there be found any one statement in which 
this huge annual expenditure is set forth.

Approximately one half of this total, or fifty million 
dollars, consists of annual distributions from the income 
tax and from corporation taxes. These are not subject to 
appropriation. The amounts due to each municipality 
are determined by statutory formulas established by the 
Legislature. The time when these payments shall be 
made, however, is subject to no such control, and in its 
effect on local tax rates the time can be almost as import
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ant as the amount. For the proper control of state 
finances your committee recommends most strongly that 
(henceforth) items of this nature be included in the budget 
and appropriated annually by the Legislature. The 
Appropriation Bill to be reported shortly will include 
these items for your consideration.

As a result of this change the size of the budget will be 
increased to a total of approximately two hundred million 
dollars. This change should not be interpreted to mean 
that more money is being spent. The important advan
tage to be gained will be to set forth in the annual budget a 
statement showing what becomes of all the money col
lected by the government of the State from all of its 
citizens. For a clearer understanding of the true facts of 
the situation the appropriation and expenditure of this 
money will be separated as to purpose into two main 
divisions:

1. Operating and administrative costs of services per
formed by the State and of state government departments

2. The State’s share of the costs of local government 
functions.

In regard to the former, your committee on Ways and 
Means has devoted much time and study in its efforts to 
economize in the cost of state government. We are hav
ing some success and we hope to achieve much more as 
time goes on. I should like to emphasize that we can 
accomplish nothing without the co-operation of the Legis
lature. Personally, I am confident that we shall receive 
this co-operation.

Through the enactment of laws affecting the standards 
of some activities the Legislature has become responsible 
for a part of the cost of local government functions, but 
the expenditure of money by local government units is 
the responsibility of local officials. In recent years the 
amount of the State’s share of local government costs has 
increased enormously. Your committee on Ways and 
Means has no fault to find with this, nor with further 
increases, provided that it can be demonstrated first that 
they are necessary and second that whtaever relief or as-



sistance if afforded will be reflected in a reduction in the 
tax burden on real estate.

Bills providing for the levying of additional taxes esti
mated to yield a total of over $160,000,000 have been 
reported favorably by your committee on Taxation and 
referred to your committee on Ways and Means. This 
committee on Ways and Means is unwilling to recom
mend to this House any new or additional taxes unless 
both the purpose for which the money is needed and the 
manner in which it will be expended can be demonstra
ted.

Your committee on Ways and Means believes that it« 
primary duty is to balance the state budget. At this 
time we are recommending to you that the following new 
taxes be levied to raise seventeen million dollars:

An additional tax of IF j per cent on net income of 
business and manufacturing corporations estimated
to y i e l d ..................................................................................$11,000,000

An additional excise of 55 cents per gallon on liquor 
containing more than 24 per cent of alcohol by
volume, estimated to yield ................................. 3,000,000

An additional excise of one dollar per barrel on beer
and other malt beverages, estimated to yield . 3,000,000

T o t a l ..................................................................................$17,000,000

The purpose of raising this money is to meet the existing 
deficit in the General Fund Budget of the State. In this 
connection I should like to point out that so far as can be 
ascertained this will be the first time since 1852 that the 
State’s own expenses have been financed without demand
ing assistance from the cities and towns in the form of a 
state tax on real estate. We believe that the sum of 
seventeen million dollars is ample for this purpose.

The cost of Old Age Assistance under existing laws is 
constantly increasing. We should do everything possible 
to assure our cities and towns that reimbursement of the 
State’s share of this cost will be made promptly. For 
this purpose your committee recommends that the tax 
imposed by the Commonwealth on amounts wagered at

4 HOUSE — No. 2310. [June



1947.] HOUSE — No. 2310.

horse and dog racing meetings be increased by one half 
of 1 per cent in all brackets. The estimated yield from 
this increase is $750,000.

Your committee on Ways and Means is unwilling to 
saddle the taxpayers of the Commonwealth at this time 
with additional taxes unless it can be demonstrated that 
further revenue is needed and that such additional 
revenue will definitely result in a reduction in the burden
some tax load on real estate.

We have reported favorably the resolve for a recess 
commission to study state, county and municipal finances. 
This resolve has now been enacted into law. We are 
hopeful that the study may result in substantial savings 
by elimination of duplication of governmental activities 
and the development of plans that will provide tax relief 
for all of the taxpayers of the Commonwealth.








