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Good afternoon, ladies and gentlemen. 

When Pat Purcell invited me to speak today, he wanted me to 
discuss how we can "Make Massachusetts Worktq on the economic 
front. I want to start with what would have been regarded as a 
heretical statement just a few years ago ... and that is: 
government can't do everything. 

It took a lot of overblown budgets and a lot of wrong turns 
to get where we are today -- we didn't earn the nickname 
llTaxachusettstl overnight -- and unfortunately, it's also going to 
take a while before that reputation wears off. 

There are, however, some things those of us on Beacon Hill 
can do. We can work to make sure the recovery, when it happens - - whether it's six months from now, or twelve, or eighteen, or 
only three -- is as strong and as stable as possible. 

(fisul stability) 

We've already taken the first step, a giant leap, by 
restoring fiscal and political stability in Massachusetts. Let's 
not forget where we were just forty weeks ago: in freefall. The 
FY91 budget was $850 million out of balance. Perhaps worse, we 
faced a crisis of confidence. 

A crisis epitomized by our bond rating: no one was convinced 
that Massachusetts had the backbone to solve what had become a 
structural deficit. But we made the ends meet in FY91 -- with a 
little help from my favorite state employee, Kathy Betts. And in 
FY92, we went one better. We actually cut spending by 770 
million dollars, and balanced the budget with no new taxes. 

In fact, we changed the debate on taxes -- people aren't 
seriously arguing about which ones to raise anymore. We're 
talking about which ones to cut. 

In March, we repealed the sales tax on services, which 
threatened to send thousands of jobs out-of-state. 

In July, we enacted an R&D tax credit, which not only 
encourages job growth, but also sends a pretty important signal 
about our attitude toward business. 

And we are going to hold the line this January -- it will be 
my great pleasure to veto any attempt to prevent the scheduled 
rollback of personal income taxes to 5.95 percent. 

Fiscal stability hasn't come easily, and we've got to 
maintain discipline. We cannot give General Relief or any other 
program a blank check -- that's why we redesigned the program so 
it has fiscal controls, so that it is no longer a "budget- 
buster.I1 We have to remember the lessons that we all learned -- 
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the hard way -- over the last few years. 

Fiscal stability is the foundation; on that foundation, we 
need to restructure and reform the delivery of government 
services, on both a state and local level. Peter Nessen, my 
Secretary of Administration and Finance, has already put into 
place a system to measure state managers1 fiscal performance on a 
monthly basis. Our cabinet secretaries are going to use this 
system to reward good managers. 

In FY 93, we're going one step further. We will begin 
funding -- not just managing -- programs on a performance-based 
model. Each and every tax dollar should be directed to programs 
that produce the best results -- the best outcomes. The days of 
justifying next year's appropriation by how much a program was 
able to spend this year are over. Our next budget will be based 
on programs and performance -- not on line items. Cabinet 
secretaries will have to prioritize their needs and justify their 
spending in terms of measurable outcomes, in order to receive 
state funds. 

We will apply these same principles to local government. 
The proliferation of local aid accounts to fund special interests -- along with the complex distribution formula -- has completely 
obscured the real objectives of local aid. It has become a 
divisive free-for-all. We should consolidate local aid into just 
two accounts: aid to local education, and general revenue- 
sharing. Our local aid policy must target state aid -- simply 
and directly -- to the education of our children, and to 
communities most in need. 

Earmarking local aid for education is only half the game 
plan. We are looking at a major reform of the educational 
system in this Commonwealth, so that it, too, is measured against 
performance standards. It's time we started funding education 
based on outcomes, not inputs. We are looking at a plan that 
provides incentives, in the form of extra education funding, to 
go to communities which meet our statewide standards for 
innovation and progress in teaching their students. That 
includes school-based management, so that the people who are 
making the decisions are the people closest to the kids. We want 
to empower our teachers, and then hold them accountable. The 
parents, the concerned educators, the employers, and the students 
of this state deserve nothing less. 

At the state level, we1re also planning to privatize a 
number of government functions. Privatization is simply a way of 



using the process of competition to get the best possible 
services for our tax dollars. There are three criteria which are 
required for successful privatization programs: (1) the service 
involved must be one you can define distinctly in an RFP; (2) the 
privatized function must have measurable performance standards; 
and (3) there must be more than one vendor able to perform the 
service, or you lose the benefits of competition. 

Our facility consolidation plan is a good example of the 
process: it will save the state 60 million dollars in annual 
operating expenses, allow the state to move over 500 patients 
of state hospitals and into nursing homes in their own 
communities, move about 1,700 patients from hospitals into 
community-based residences, and create several hundred beds for 
people who are mentally ill and homeless -- people we are not 
serving well at 0 under the current system. 

We have already privatized health care for the staters 9,300 
prison inmates -- saving the Commonwealth 8 million dollars a 
year. We will also be privatizing the food service contracts for 
our prisons, the collection of child support, and inspection of 
rental cars by the Registry, because they meet our three 
criteria. 

Werre pursuing this policy because I'm a firm believer in 
the ability of the free market to produce goods and services 
cost-efficiently. 

(fcstorc market forces) 

Because of that philosophy, as part of the process of reform 
we'are undertaking major efforts to restore market forces here in 
Massachusetts. 

For too long, werve assumed that government kne.w better than 
the private sector. We've regulated everything right down to 
what kinds of dress-up clothes child care centers should provide. 

AS a first step, werll be announcing a regulatory reform 
package in a few weeks that is going to cut the underbrush of 
government regulations that needlessly hinder business. Werre 
not going to forget about environmental protection and other 
safeguards, but we are going to wipe out the red tape that 
shouldnrt exist. We're going to facilitate joint high-tech 
ventures between industry and our state colleges and 
universities. We're going to revise the permitting process at 
Environmental Affairs to ensure timely processing of 
applications. Werre going to revise apprenticeship ratios to 
increase the number of minorities and women in the building 
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trades. Wetre going to let colleges lower their costs by 
purchasing goods jointly. Wetre going to consolidate the current 
system of licenses and fees for the trucking industry. Wetre 
going to allow the public bidding process to reflect efficient 
private-sector practices. And we're going to let landowners 
clean up waste on their property without first having to stand in 
line for eight months to get permission from the state to do so. 

Regulatory reform isn't a one-shot deal: it's a philosophy 
that will drive our administration for the next three years. 
This winter, we will be examining the needs and requirements for 
each of the crucial industries in our state: how can the state 
facilitate basic manufacturing? what obstacles does biotech need 
cleared away?. what steps would most help pharmaceutical 
companies? what should be changed to help telecommunications? 
environmental consulting? and so on. 

While we focus on reforming our government and restoring 
market forces here in Massachusetts, we also need to remember 
what is happening all around us. The world is becoming a smaller 
place. Events happening in Hong Kong and Berlin frequently have 
as much relevance to us as what happens in Hartford or 
Bridgeport. And that is relevant to the question of what we 
should do to make Massachusetts work. 

The technological advances across the board mean your 
business competitor -- and vour next sreat market -- is as likely 
to be in Singapore as in Sudbury. And the opportunities in the 
global economy are going to be even greater as barriers to trade 
are lowered further. 

The North American Free Trade Agreement offers us great 
opportunities for further business alliances with Ca,nada, our 
biggest trading partner, and with Mexico. The lowering of tariff 
barriers in the European Community next year, and the dramatic 
changes in Eastern Europe and the former Republics of the Soviet 
Union, offer other economic opportunities for Massachusetts 
industry. 

Our administration is going to pursue these markets 
aggressively. We opened some doors on our trade mission this 
past August to Asia, where several powerful emerging economies 
showed a real thirst for the know-how we are developing here in 
Massachusetts. 

That trip also showed how far behind we were. Everywhere we 
went in South Korea, we met business executives and political 
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leaders who knew Massachusetts well. They had gone to colleges 
here -- mostly MIT. But when we signed an economic agreement 
with the Koreans, we were the 28th state to do so. We should 
have been among the first. 

I'm not going to let us get behind in the count in Europe. 
We're planning a trade mission to the European Community next 
March. I'm convinced, as are many members of our Legislature, 
that Massachusetts absolutely should open a trade office in 
Berlin so as to capitalize on opportunities both in the EC and in 
the cleanup and rebuilding of eastern Europe. This time, we will 
be the first state through the door, and we will get in on the 
ground floor. 

We have the products and services the world will need in the 
f90fs, and we are a full day's sail closer to Europe than other 
American ports. If we aggressively market Massachusetts, I 
believe we can make this state the capital of the Atlantic Rim. 

(what we know about our state) 

Without abandoning our bread-and-butter manufacturing base, 
it is time for us to recognize that our competitive advantage in 
the international economy of the 1990's is going to rest in large 
measure on information-based industries, not traditional 
industries. In the international arena, it is time to focus on 
emerging fields such as software development, biotech, 
environmental consulting and engineering; and sectors to which 
Massachusetts is hospitable and which could easily become more 
deeply established here, like telecommunications and 
pharmaceuticals. 

Because our new types of products and services are all 
knowledge-based, they are highly portable. And because they are 
portable, they are highly exportable. 

Therefs enormous potential in Massachusetts. Our 1,200 
software companies are already tapping international markets. 
Software alone is a 50 BILLION dollar global industry that could 
develop into a one-TRILLION dollar market very early in the next 
century. Our biomed and biotech firms are on the cusp of moving 
from product development to manufacturing, which should more than 
quadruple the number of jobs within the industry over the next 
ten years. And our environmental consulting and engineering 
industry is one of the most sophisticated -- and one of the most 
marketable -- in the world. The Taiwanese, the Koreans, the 
people in Hong Kong, and the countries of Eastern Europe are just 
now facing up to some of the environmental problems we've been 
grappling with for two decades. 
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Itfs no accident that these industries are developing 
right here in Massachusetts. We have the finest research 
hospitals, labs, and universities in the world. M-I-T alone 
accounts for more than 20% of the commercial-licensing agreements 
in this country for technology developed in university-based 
research. Just yesterday, the Center for Technology 
~ommercialization in Westborough received a five-year, 5 million 
dollar grant from NASA to bring some of their technology to the 
marketplace -- a clear indication that the nation recognizes our 
entrepreneurial talents. 

We have specialized financial, legal, architectural, 
engineering and other support services. We have clusters of 
high-tech industries that, through the process of competition, 
foster innovation, as Professor Michael Porter has described. And 
perhaps most important: as I said on January 3rd, Massachusetts 
has never been afraid to remake itself in order to move forward. 

(what state can do) 

I see two critical areas where the Commonwealth can best 
nurture our continuing transition to a knowledge-based economy. 
The first is in education, to provide our workers with the 
specialized skills and training needed to adapt to the new 
technologies we are constantly developing. 

We've done admirably well in this state -- look at the 
latest ranking of colleges and universities by US News and World 
Report  and you'll see Massachusetts schools dominating the list. 
But we can go further. 

In,the elementary schools of our state, we need to teach our 
children that we'll speak two languages here in Massachusetts: 
the language of our country and the language of computers. We 
must make sure that of our math and science teachers are 
qualified to teach their subjects: a recent study found that 
only about 40 percent of the high school math teachers in this 
state have college degrees in their field! 

For our workers of today, we must provide the opportunity 
for training, to gain the skills that earn high wages. 

To accomplish these goals, we need to get business more 
involved in education and training. We've made some headway: 
several pilot projects across the Commonwealth blend our public 
college curriculum with industry-specific job training. Mass. 
Bay Community College, for instance, has worked with Toyota to 
train students to operate their automated assembly equipment. 



But the opportunity for business to invest in the next 
generation's workforce goes beyond joint training ventures. We 
need to see private companies encourage their employees to get 
involved in the local schools, both through family leave programs 
that allow parents to participate in their children's education, 
and through llloansw of skilled personnel, who can help schools 
augment their math and science curriculum. We'd like to see 
professional managers work with school committees to find ways of 
lowering costs and improving education. 

I'm laying a challenge at the feet of business to 
participate even more fully with schools and training, but I do 
wish to note that the partnership between business and education 
has to run both ways. Our administration consequently intends to 
help shape our education system to meet the needs of business. 
Last month, for example, I pledged my support to a 300-thousand 
dollar grant to a new research center on real-time computing at 
mass-Amherst. By planting a little seed corn, we will leverage 
more than a million dollars in other grants and create an 
educational entity that also benefits business. The great brains 
out in western Mass. are conducting applications-driven research 
which is sensitive to the real problems businesses face. The end 
result will be spin-off companies, jobs, and computers that have 
a ready-made market. 

The second critical area where we can deliver a positive 
impact is in encouraging companies, through our tax code, to 
invest in these emerging industries, both in physical equipment 
and more importantly, in jobs and job training. 

As I mentioned earlier, working with the Legislature we have 
had a hand in two tax rollbacks. I want to put a third notch in 
our collective belt. 

Today, I believe the time is right in this Commonwealth to 
proceed with tax incentives for the creation of jobs. 

I have therefore instructed Peter Nessen to proceed with a 
tax credit package targeting four categories. 

First, we will provide a tax credit for all companies which 
create new jobs in Massachusetts. 

Second, we want to reward companies that recognize the 
tremendous potential in this state and invest in new plant and 
equipment. So we will raise the investment tax credit. 

Third, we will provide tax exemptions for biotech companies 
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that see the light and build their manufacturing facilities here. 

And fourth, we will apply the same principle to job training 
that we've traditionally applied to capital investment. In the 
emerging economy, our human capital will be every bit as valuable 
as our facilities. Equipment depreciates, while workers 
appreciate. Consequently, we will give tax credits for companies 
that provide job training. 

We've run the numbers on these proposals, and the bottom 
line cost is about 52 Million dollars next fiscal year 
(...nothing this year). That's less than one-half of one percent 
of our budget. Fiscally, this is clearly the direction to go in. 
Half a percent of our budget is a small price to invest in 
helping turn our economy around and seeing that the unemployed 
men and women in this state get back on the job. And of course, 
to the extent these measures succeed in creating jobs and tax 
revenue, the net price to our state government will be even less. 

Massachusetts ended the 1980's full of malaise, partly 
because of a state government that had lost faith in the basic 
strengths of our economy and our people. 

Our administration is confident that the men and women of 
this Commonwealth possess the talents and the determination ... to 
emerge from the 1990,s with an economy that is not just equal to 
our abilities -- but is also revolutionary in its direction. 

Everybody in this room is going to have a hand in shaping 
our economic future. If you can pledge your hard work and your 
confidence, I'pledge in return that we will provide the needed 
framework, and the needed freedom. 

Thank you. 


