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To the Honorable Senate and House of Representatives:

The passage of the National Industrial Recovery Act
by the Congress, imposes upon Massachusetts the neces-
sity of enacting laws which will insure her cooperation
with the federal policy of a public works program for the
relief of unemployment and the recovery of industry.

This Act appropriates the sum of $400,000,000. for the
purpose of providing emergency construction of public
highways and related projects, through grants to the
highway departments of the several states, to be ex-
pended by such departments as agencies of the federal
government in accordance with the provisions of the
Federal Highway Act of November 9, 1921, as amended
and supplemented. The grant to this Commonwealth
may be made, accepted and administered as provided in
the Act, without enabling legislation of the State.

The Act also authorizes the President, through the
Administrator or such other agency as he may designate
or create, to construct, finance or aid in the construction
or financing of any public works project within the
meaning of the Act, and to make grants to states, mu-
nicipalities, or other public bodies, not in excess of 30%
of the cost of labor and materials employed upon such
project.

It necessarily follows, that if advantage is to be taken
of the authority thus conferred, to grant to the State an
amount not in excess of 30% of the cost of labor and
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materials employed upon the project, that provision
must be made by Massachusetts to care for the balance
of the cost, which would approximate more than 70%thereof. This means a program of public works. As no
substantial revenue is available for the construction of
public works, either by the state or the municipalities,
or other public bodies, out of current revenue, it is es-
sential, if the program is to be adopted, that the funds
be borrowed.

The total appropriation of the Congress is $3,300,-
000,000. Eliminating $400,000,000. to be expended for
the construction of highways, to which reference has been
made, there remains $2,900,000,000. available for the ad-
ministration of the law, the construction of federal,
state, municipal and other projects, the financing thereof,
and the grants therein authorized. As no method of ap-
portionment among the several states is provided in the
Act, it is impossible to inform you as to the amount that
may be made available to Massachusetts thereunder, but
upon the basis of population that amount would approxi-
mate $75,000,000, available for grant and loan. The ex-
penditure of such a tremendous sum of money upon any
program of public works by the Commonwealth and its
municipalities or other public bodies, is a matter of grave
concern. With the exception of such fund as may be
received as a grant, the people of this Commonwealth
must expect to repay the lender, whether it is the
government of the United States or others who shall take
the obligations of this Commonwealth. To give sanction
in any way to the idea that moneys loaned by the federal
government will be remitted is a reflection upon the
financial integrity of Massachusetts and contrary to
sound public policy. If loans to other governmental
bodies are to be remitted, irreparable damage is done to
the people of Massachusetts who pay approximately 8%
of the total federal taxes. For us to take any steps,
calculated to impose this burden upon our citizens is
intolerable and unthinkable. We, therefore, approach
this subject with the full intention of repayment of all
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moneys borrowed and should, so far as it is possible to
do so at this time, take the necessary steps to provide a
suitable revenue for the support of any borrowings made
in pursuance of a public works program.

It is equally incumbent upon us, in order to safeguard
the financial integrity of the state and municipalities,
to properly select for a building program useful and
necessary projects adapted to the needs of the state and
the various communities involved, and to avoid waste
and extravagance, both in the selection of projects and
in their construction.

To make effective our cooperation with the federal
program, and to safeguard the state and other governing
bodies in the execution of such cooperation, I make the
following recommendations for your consideration:

1. That the Governor may appoint, by and with the
advice and consent of the Council, an administrative
board of three members, to serve without compensation.
This Board shall be charged with the responsibility of
final approval of every project to be constructed under
the terms of the National Industrial Recovery Act, with
the exception of highways, • which, under said Act, are
in the exclusive control of the Department of Public
Works. This Board shall have no power to institute
projects but only the power to approve, after approval
has been given by one of two other boards or commis-
sions, to which I next refer.

2. All state projects for construction, in pursuance of
the purposes of the federal Act, shall be designated and
approved by a board or commission to consist of one
member of the House of Representatives, one member
of the Senate, the Commissioner of Public Works, the
Commissioner of Conservation, and a Commissioner in
the Department of Administration and Finance to be
selected by the Governor.

3. All city and town projects, and any project to be
carried on by any other governing body, shall first
receive the approval of the Emergency Finance Board.
It shall be the duty of this Board to approve only those
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projects necessary and suitable to the needs of the
community or governing body involved, for which it
is capable and able to pay over a proper period of
amortization.

4. You should further provide that any project
whether approved by any board or governing body shall
be invalid if disapproved by the Governor.

5. For the purpose of providing funds to carry out
the purposes of the National Industrial Recovery Act,
I recommend that a sum not exceeding $30,000,000. be
appropriated for State projects, to be raised by an issue
of notes or bonds or other obligations of the Common-
wealth, to be paid over a term of years, not less than
three nor more than fifteen as the Governor may decide
in accordance with the nature of the project. In making
this recommendation as to the terms of borrowing, I
have in mind that the natural growth of the State con-
stantly requires the building of additional hospitals and
highways, while the construction of jails, for example,
gives us facilities of more prolonged usefulness without
the necessity of frequent duplication.

6. In order to provide for the construction of public
works upon the part of municipalities, I recommend in
any such public work carried on under the provisions
of the National Industrial Recovery Act, and approved
by the Emergency Finance Board and the Governor, that
the city or town carrying on such work may borrow for
the purposes of this legislation outside the debt limit,
with the approval of such emergency board.

To authorize a public works program, requiring for the
State an increased direct debt approximating thirty
million dollars and a similar or a greater sum to the va-
rious municipalities, while immediately beneficial in the
revival of industry and the relief of unemployment,
imposes upon all of the governing bodies involved an
increased cost of government in the succeeding years
until ultimately the obligation is fully paid. This pro-
gram can only reap the full benefit in its primary object
if it is properly financed. I earnestly beg of you that no
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program be approved which does not give adequate con-
sideration to this most serious and important subject.
The difficulty of providing additional revenue for the
financing of a broad public works program, involving
inequalities in the amount of expenditures by the State
and the cities and towns, is readily apparent. I can
conceive of no method of taxation except as it is reflected
without additional revenue in the State tax or the tax
rates of the various municipalities involved, which works
absolute equality of distribution of this burden. But to
leave the question there is to leave it unsettled.

The sad result of legislating a plan or a reform without
provision of revenue to execute it properly and sanely
has been strikingly illustrated by the financial conse-
quences of the Old Age Assistance Act passed by the
Legislature in 1930. At that time it was easy to pass the
Old Age Assistance Act and to shift the responsibility
for providing sufficient revenue to sustain it upon suc-
ceeding legislative bodies. After three years of en-
deavor you have failed to meet that responsibility. Such
a procedure must not happen today. Any legislator
seeking to pursue the easy course of authorizing the
borrowing and spending of money without provision for
a proper financing of such a plan fails in his public trust,
and should be held to account by his constituents at the
polls. The same responsibility also applies to the Gov-
ernor of the Commonwealth. Neither in this nor in any
other program can I sanction the borrowing and expendi-
ture of money without a suitable provision of additional
revenue for its repayment. The times and the financial
condition of our State and our municipalities will not
permit of such a course.

Because of these reasons, it is incumbent upon us to
find revenue to support the borrowings contemplated by
the Federal plan of public works.

I am convinced that the burden of a public works plan
can only be avoided by the imposition of new taxes.
There is but one tax available if you continue to ignore
it as a means of obtaining revenue to support the plan
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of furnishing immediate monetary relief to the cities and
towns that plan is the retail sales tax. It may seem
to you that I am endeavoring to force upon you and the
people of Massachusetts the enactment of a sales tax.
Such, however, is not the case. lam aware of the bur-
den that it creates. I fully appreciate its possible hard-
ships in certain directions. But it is the only means of
taxation now available to us in these times of public
emergency. You should have in mind that the whole
purpose of the proposed legislation is the relief of those
who are in need and distress, suffering from the forces of
economic disaster, and that it is the emergency of these
days and the good which may flow from the enactment
of these laws, and the spending of huge sums of money
which furnish the necessity for this form of taxation. In
this high purpose, every person in the community should
share, and share willingly.

I have previously referred to the fact that no form of
taxation which goes to the support of a building program
can be equitably distributed if it is confined to that pro-
gram. But it is conceivable that a division of the pro-
ceeds of the tax might be made between the State and its
cities and towns, and that the portion to be devoted to
the cities and towns be pro rated as other taxes are pro
rated. This would mean a clear advantage in the tax
rate of city or town which refrained from engaging in the
public works program contemplated in this message. It
would further mean that such city and town as engaged
in public works would find this special revenue available
for them, and it should be confined for them, so far as
necessary, to carry the additional debt burden created by
the program. I, therefore, recommend the enactment of
such a tax and its distribution accordingly.

In a fair interpretation of the Industrial Recovery Act,
I am convinced that government funds will be more
easily available for self-liquidating projects than for any
other. I further believe that, of self-liquidating projects,
housing plans may receive early consideration. I, there-
fore, recommend, as I have on previous occasions, the
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enactment of a suitable housing act to provide for the
establishment of government controlled corporations, and
having the power of eminent domain to take advantage
of the provisions of the Industrial Recovery Act in the
rehabilitation of the slum areas and the areas of favor-
able location but tremendously depreciated real estate
values in the cities and towns of the Commonwealth.

JOSEPH B. ELY.




