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ADDRESS OF HIS EXCELLENCY, GOVERNOR
SALTONSTALL, AT A JOINT CONVENTION
OF THE TWO BRANCHES OF THE GENERAL
COURT, IN SUBMITTING HIS BUDGET
RECOMMENDATIONS FOR THE YEARS 1939
AND 1940.

Tate House, January 25, 193f

To the Honorable Senate and House of Representat.

In compliance with the Constitution of the Common-
wealth, I am this day submitting recommendations for
appropriations, and for revenue to meet them. As a
result of the will of the electorate for biennial sessions
of your body, this budget must cover the fiscal years
of 1939 and 1940.

I am presenting this message to you in person because
I consider it your most important and difficult task.
Over the period of the last sixteen years our appropria-
tions from general revenue have increased at the rate of
approximately $1,000,000 per year. In the past few
years from various sources, substantial expenditures
have been made from borrowed money. Today we find
ourselves in the position of meeting these constantly
increasing demands from our citizens for government
functions and paying for these special expenditures made
on borrowed money.

Cfjc Commontoealtf) of s@assacJnisetts

This is no time to create imaginary paper surpluses,
to juggle figures or to indulge in camouflaged accounting.
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The people of Massachusetts are entitled to know the
whole truth. They do not want this constant passing
of the buck from one administration to the next with a
burdensome state debt which must be met by someone,
somehow, at sometime. This cannot go on forever.

No government can continue to function soundly and
constructively on a program committed to spend more
than it receives. Even a casual survey of our state
financial structure reveals a situation which should be
the grave concern of every citizen of our Commonwealth.

We must meet the demands of the state government
for services required by existing laws. We must supply
the needs of our citizens which we all recognize as neces-
sary. At the same time, we must seek to ease the present
taxpayers’ burden by as proper and reasonable method
of economy as we can. In short, you and I must face the
problem of state government as it is given to us by our
predecessors today, and meet that problem in a frank,
courageous and practical way. We cannot side-step
payments for services which we consume. We can only
properly ask the future citizens to pay for capital im-
provements in the form of services that they may enjoy
in the future.

I am submitting a budget for 1939 which provides
revenue amounting to approximately $95,000,000, includ-
ing a state tax of approximately $20,700,000. This sum
provides for the regular activities of the state government
and includes reserves for distribution to cities and towns
for road and highway maintenance. It. is made up as
follows:

Receipts.

General revenue $28,800,000
Highway revenue 28,600,000
New taxes 7,500,000
Continuation of surtax 4,000,000
Bonds 3,700,000
State tax 20,700,000
Free cash from Highway Fund 1,700,000

$95,000,000
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For 1940 receipts will be substantially the same as in
1939. No borrowing is recommended in 1940, and the
proceeds of the new taxes will be substantially larger;
thus the state tax in 1940 is estimated at $15,000,000.

Unusual factors and changing conditions which con-
tribute a major part to this total must be considered at
the outset.

Just one short year ago we had on hand $4,500,000 of
free cash. Today we have but $15,000 and the addi-
tional burden of $19,000,000 appropriated last year by
your body at a special session after our Commonwealth
had suffered a most disastrous hurricane and flood
damage. Our public welfare obligations, including Old
Age Assistance, Aid to Dependent Children, and tem-
porary aid to an increasing number of people unemployed
through the industrial depression of 1937, are growing
heavier. And finally, the numbers of patients in our
hospitals, pupils in our schools, and inmates in our cor-
rectional institutions have increased.

My recommendation for specific savings in the state
administration is handicapped by the requirement that
this double budget must be submitted to you before the
fourth Wednesday of January only three weeks after
I have taken office.

I am not at all satisfied that the amounts requested
now by the various departments are absolutely necessary
for the good of the service. But the time has been too
short for detailed study. lam unwilling to make arbitrary
cuts in the Budget Commissioner’s figures. No good
can come of such a gesture.

Let me repeat emphatically, however, that wy e can and
must provide relief for every taxpayer by proper and
reasonable economy. During the next two years I intend
to make a personal investigation of all of our institutions
and departments to see where we can obtain greater
efficiency at less cost. In the meantime, as you study
this budget in detail, I urge you to make any reasonable
reductions that you find possible. lam reducing my own
executive expenses by 5 per cent over 1938, and I shall
support you in any savings you can properly effect.



HOUSE —No. 1905. [Jan.4

In considering what the state government is required
to do, it is fundamental to realize that almost nine tenths
of its service is for personal assistance to individuals:

A. Hospitals and institutions, housing 39,385 patients . $20,000,000
B. Reimbursements to cities and towns, required by

statute, of which $6,400,000 comes from the allo-
cation of racing receipts and taxes from alcoholic
beverages 20,800,000

C. Legislative, judicial, military and debt sendee . . 5,300,000
D. Education (including 10 normal, 3 textile and 1

nautical training schools, and the Massachusetts
State College) 3,000,000

E. Direct aid for special services, thereby relieving local
governments, and including pensions for public
school teachers of $1,400,000 3,800,000

F. Other pensions 500,000
G. Overhead to reimburse direct aid (E) and teachers’

retirement (E) 700,000

H. Estimated pay roll and maintenance to run state
services other than those listed above . . 12,000,000

Total $66,100,000

Less restricted revenue applying on Old Age Assistance . 6,400,000

Grand total $59,700,000

I think you will readily see we cannot escape a state
tax estimated at $32,000,000 if we are to carry out the
functions of government now prescribed. But what is
the use of telling our cities and towns that we will reim-
burse them to the extent of $20,800,000, and then taking
from them a state tax of $32,000,000? That is not even
a generous gesture.

Of the balance of appropriations, approximately
$1,000,000 is for state police and public safety. The
rest is for regulatory service of banking, insurance, pub-
lic utilities, etc.

Turning now to the Highway Fund, we find estimated
receipts of $28,600,000. The following items must first

Requirements of the State Government.

Highway Fund.
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be deducted before considering any amounts for high-
way maintenance or construction:
A. Debt service and interest 18,300,000
B. Public safety and traffic control 500,000
G. Other incidental items, including the care of Metro-

politan District boulevards, approximately . . 1,100,000
D. Registry of Motor Vehicles costs .... 1,600,000
E. Chapter 90, estimate 3,200,000
F. Chapter 81, expenditures 1,500,000

Total $16,200,000

This leaves approximately $12,400,000 for considera-
tion under existing laws. The Budget Commissioner
recommends the appropriation of $3,800,000 for mainte-
nance of state highways. This figure is based on past
experience. Of the balance, after administrative ex-
penses, of $8,000,000 I recommend that $3,000,000 be
held in reserve for the present. I make this recom-
mendation because I do not believe that, in the present
condition of the State’s finances and the excellent con-
dition of our state highway system, new state highway
construction is the most useful method of expending
this sum of money. lam mindful of the fact that there
is Federal aid to be matched. lam anxious to see this
Federal aid come to Massachusetts on a basis where we
can use it and at the same time assist our cities and
towns to the best advantage. If this is impossible, then
I reserve the right to make further recommendations to
you at a later date on the subject of state highway con-
struction. The remaining $5,000,000 I recommend be
turned over to cities and towns for expenditures on their
roads, and that the bases of division take into considera-
tion the factors of road mileage and the cost of main-
taining roads in the cities and towns, and I recommend
to you legislation to this effect if any be needed. In
making this distribution, consideration should be given
to the benefits derived by certain towns under chapter 81.
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New Taxes.

This is a very brief but frank summary of the present
condition of our State’s finances and its requirements.
The most distressing part of my duty is to present to
you the means of paying for these services.

Real estate, which at present bears approximately 70
per cent of the total, has been constantly shrinking in
value. This discourages the home owner who has built
his home and the prospective home owner from building
his home. It makes it impossible for the building trades
to get jobs. It makes new business hesitant to come to
Massachusetts, and it discourages activity in real estate,
our prime investment and tax source. Therefore new
taxes must be secured or our functions of government
materially reduced. The choice lies in your hands. The
functions of government as now carried out concern the
people of the State mostly in the form of individual
service. The people want and need these services, but
they must be paid for. Real estate alone cannot bear
the burden. If we place a state tax of $32,000,000 on
real estate, it means about $4.75 on each thousand of
real estate valuation. The result is a greater shrinkage
in real estate values and the consequent accellerated
difficulty in the operation of our city and town govern-
ments. The latter must depend upon real estate for
their tax source. For these reasons I have discussed
this subject with the Commissioner of Corporations and
Taxation, and he has made the following suggestions for
new taxes by which real estate can be relieved to a cer-
tain extent. The method by which revenue is raised is
essentially a problem of the Legislature under our demo-
cratic form of government. I urge upon you your care-
ful consideration of these suggestions of the Commis-
sioner, together with his estimates of the revenue which
they will produce:
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1. An increased rate of tax on business income from if
per cent to 2f per cent, the State to retain the addi-
tional tax over the present rate. The estimated
reven. §2,200,000

Increase in the rates of inheritance taxes, as set forth
by Commissioner Lone in House Bill No. 23 . 500,000

A. gift tax, as set forth in House Bill No. 29 . 400 000
4. A lowering of exemptions with respect to the business

personal income tax, as set forth in House Bill
Xo- 424 2,000,000

Abolishing the provision for filing agreement to pay
tax in case of trusts, associations and partnerships
with transferable shares for taxing their dividends,
as set forth in House Bill No. 421

.... 100,000
6. A cigarette tax similar to the law now enforced in the

State of Connecticut 6,000,000
7. A tax on the sales of electrical energy

.... 2,000,000
8. Increase in pari-mutuel take of horse and dog racing,

or either of them; increase in liquor fees; increase
in departmental revenues - 1

9. The continuance of the present 10 per cent surtax on
income and inheritances 4 000 000

These estimates are on an annual basis and naturally
will not bring in all this revenue this year. The Budget
Commissioner estimates that if all of these suggestions
are adopted, the state tax this year will be reduced from
an approximate $32,000,000 to $20,750,000. In 1940
the reduction naturally will be greater and will make
the state tax $15,000,000. So far, I have considered
revenue from the General Fund.

Turning to the Highway Fund, I suggest you consider
seriously an additional tax of $O.Ol on gasoline, to take
effect immediately and to continue until April 30, 1943.
I further suggest that the present additional $O.Ol on
gasoline be extended to the same date. The annual cost
to the cities and towns for road and highway expendi-
tures is estimated at over $35,000,000. This is a con-
servative estimate and does not include our appropria-
tions for state highways. A gasoline tax of $0.04 will
net approximately $26,000,000. Thus, there is a sub-
stantial portion of our road expenditures in this State

Am
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still borne by the local property tax. For these reasons
I believe the additional proceeds of this $O.Ol tax should
be turned over to the cities and towns by the same
method that you determine the balance expected to ex-
ist in the state Highway Fund.

The criticism is often made, and rightly so, that local
authorities will consider new revenue allowed them by
new state laws as justifiable for increased expenditures
by them in their localities. This is entirely unjustified.
Our reason for attempting to relieve real estate of some
of its present burdens is to maintain the financial in-
tegrity of our cities and towns, some of which are now
in a weak financial condition. I trust that you will con-
sider ways and means to eliminate or to reduce these
additional benefits that the cities and towns may receive
if they increase in any one year their expenditures over
the average of a previous period of years. Our cities
and towns must be economically and efficiently man-
aged and operated if their financial integrity and that
of our State is to be continued on a high plane, so that
our credit may continue to be good and our obligations
be marketed at the lowest possible rates of interest.

Capital Improvements.

The Commonwealth’s investment in capital improve-
ments in the form of buildings at our institutions and
colleges must well exceed $50,000,000. I have included
in the budget estimates of $1,000,000 for each year for
replacement and maintenances. I have also suggested
how and where this million dollars can, in my opinion,
be best expended based on the suggestions of the various
department heads. This is a minimum requirement.
On account of the present state of the Commonwealth’s
finances, I make no recommendations for any new con-
struction with the exception of a hospital for the criminally
insane. The estimated cost of such a hospital is $1,700,000,
and it is suggested that the building be placed on land
now owned by the Commonwealth or adjacent thereto
in the town of Norfolk. Such a capital improvement
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should not be financed entirely out of taxation, but
should be spread over a period of ten years, and I so
recommend.

Flood Control.
We are confronted with the serious problem of flood

control. While this is predominantly a Federal problem,
we have many small tributary streams in Massachusetts
which are a local problem.

We must add to our ordinary expenditure of govern-
ment the burden of eliminating, so far as is humanly
possible, floods and the resultant injury and loss of life
and damage to property caused thereby.

A commission chosen by the General Court of 1938
is shortly to make recommendations to you on the impor-
tant subject of flood control. In my opinion, this work is
in the nature of a capital improvement to help the Com-
monwealth, not only in the present year but for many
years to come. Therefore any expenditure that is made
on this subject can properly be divided over a period of
years. I ask your careful consideration of this report
and its recommendations. In order to make a start
upon this work, I suggest a bond issue not to exceed
$2,000,000 and to run for a period of five years. If
further recommendations on my part are required when
you have considered this report, I will make them to
you at a later date. I believe that we must do all that
we can to give confidence to our citizens in a large area
of our State that they are protected from the hazards
and experiences of 1936 and 1938. Otherwise, it will be
difficult for us to induce business and industry and new
citizens to locate where such hazards may exist. Further-
more, we have at the moment a substantial fire hazard
from fallen timber on state lands. This must be elim-
inated. I urge your immediate consideration of this
subject and the recommendations of your commission.
We should clear up this danger at the earliest possible
moment. As such a hurricane is not an annual but a
periodic affair, I believe that this expenditure may also




