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Summary

Introduction:
Investing In The Future

Massachusetts, amongst the states, is in an enviable position, fiscally and economically.

Fiscally, Massachusetts was one of only three industrial states able to avoid any 
increase in broad based taxes during the last fiscal year. While twenty states were 
forced to increase corporate taxes and thirty states increased sales or income taxes, 
Massachusetts did neither.

Unlike half the New England and half the industrial states, Massachusetts finished 
the last fiscal year -  the worst in terms of the national recession’s impact with a 
strong balance of $47 million, through tough management which resulted in record 
savings in 1983. And now the state’s revenues are expanding at a healthy rate, run
ning almost 2.5% ahead of our forecast, a reflection of a rapidly resurging economy 
and the impressive success of our Revenue Enforcement and Protection Program, 
thus confirming our commitment to maximize the collection of revenues owed under 
current laws rather than ask for new taxes. This good news is certainly welcome, as it 
follows so closely the gloomly predictions rampant just a few short months ago.

The Massachusetts revenue burden is no longer uncompetitve. According to a Cen
sus Bureau report just published, Massachusetts has fallen below the national aver
age in total revenue burden per $100 of personal income. While the average revenue 
burden nationally is $15.20 per $100 of income, Massachusetts now stands a full dol
lar below the average at $14.50 per $100.

And our relative position is getting even more advantageous, since the revenue meas
ures required last year to get us out of the bottom of the national recession were far 
less burdensome than those in the other New England and industrial states. These 
states raised tax burdens on average by 50c per $100 of personal income, while Mas
sachusetts increased its burden per $100 of personal income by only 22c, less than 
one half the average, thus further strengthening the state’s competitive edge.
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Meanwhile, at the local level, we no longer have the highest property taxes in the 
country. In just a few years, we have fallen in the state rankings to number 11.

Just as significantly, state financial assistance to the cities and towns has dramatically 
increased, so that now state aid provides revenues equal to 65% of the revenues raised 
locally, up from 45% just two years ago. Massachusetts now provides over 9% more 
than the national average for state Financial assistance to local government. This 
trend is positive and healthy, and must be continued. In fact, if we continue to 
expand state aid by $150 million a year, the state will be increasing local revenues 
each year by twice the amount that cities and towns can increase revenues from local 
sources in this era of Proposition 2/2.

Economically, as well, the news is good. The Commonwealth has gone through a 
dramatic transformation since 1977, producing unprecedented numbers of new jobs, 
weathering the national recession better than anyone could have expected, and now' 
poised to take off on another growth spurt in the weeks and months ahead. Our 
unemployment rate is well below the national average (6.6% versus 8.4%) and even 
further below the average for industrial states (6.6% versus 8.6%). Personal income 
increased at an annual rate of 6.2% for the first three months of 1983 compared to a 
national growth rate of 5.6%. And forecasts show a continuation of this trend into 
1985 with personal income in the Commonwealth growing at 8.5% relative to an 
8.2% projection nationally.

Our forecast for the growth of new jobs is also encouraging. While in the last fiscal 
year 40,000 jobs were lost in the Massachusetts economy, over 50 000 new jobs are 
expected to be created in the last half of 1983 and the first half of 1984 and over 
89,000 new jobs are projected for FY85. All of these favorable trends bode well for
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Figure 2

Job Creation in the Commonwealth
Fiscal Years 1977 through 1985
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And yet we cannot take this good fortune for granted. Prosperity and stability today 
are no guarantee of prosperity and stability in the future.

A solid fiscal and economic future does not simply happen; it is made to happen 
through hard work, good management, and constant cooperation between the public
and private sectors.

This budget message is dedicated to the preservation of our strong fiscal condition 
and to the reinforcement of our favorable economic trends.

Fiscally, we will not require new taxes to balance this budget. Economically, we have 
argeted our spending priorities to emphasize the essential investments that state 

government must make to promote the future well-being of every citizen of the 
Commonwealth.

Investment is the driving force behind all progress. Investments, unlike other expendi
tures, are a means to an end, not an end in themselves. The benefits of investments 
are enjoyed in the future, unlike other forms of spending which accomplish their goal 
in the very act of spending.

The economic health of Massachusetts is based on the willingness of its firms and 
families, businesses and households to make investments in the future.
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State government makes investments as well investments which are fundamental 
to progress and prosperity. The investments Massachusetts makes, together with its 
cities and towns, in the education of our children and young adults and in the construc
tion of infrastructure — the essential life support system for economic growth -  are, 
perhaps, the two most important building blocks for a future of promise and 
opportunity.

This FY85 budget emphasizes the importance of, and expands our financial commit
ment to, the investments we must make in public education and public infrastructure.

First, we must invest more in the future of our schools and colleges. To attract and 
retain good jobs, the Commonwealth’s workforce must have skills best suited for 
future opportunities. High dropout rates are obstacles to growth, as well as a grave 
disservice to our young people. To continue economic growth, and extend its benefits 
to all our citizens, we must begin now to make our public schools the best in the 
nation.

The budget we are proposing for FY85 includes a number of sizeable commitments 
toward this end. It includes SI57.6 million in new local aid which will help cities and 
towns invest in education, together with provisions to ensure that state funds are in 
fact used for improvements that will prepare the next generation for an ever more 
complex economic and technological future. It includes a $10 million increase in 
scholarships, with a set-aside targeted to encourage our best college students to 
become teachers. Finally, it includes $18 million in new resources to improve instruc
tion at our public institutions of higher education. Nearly a quarter of these new 
funds will be used to update primary and secondary school curricula, improve the 
instruction provided to college students preparing for a teaching career, and retrain 
older teachers so that they can meet the educational needs of the current generation 
of students. These efforts will begin preparing our schools, and through them our 
children, for the challenges of the future.

And secondly, Massachusetts must invest more in infrastructure repairs and expan
sion. Without more and better roads, bridges, sewer and water systems, and mass 
transit, private economic development will lose its momentum — job growth will 
slacken and personal incomes will suffer.

More public investment in the repair and improvement of our public facilities will 
secure the state s economic future and enhance the prospects for prosperity for future 
generations. Conversely, front page stories of falling bridges and pothole-riddled 
highways do more to hurt a state’s business image than anything else imaginable. A 
system of sound public facilities is the most effective incentive for economic growth.

Somebody always pays if infrastructure needs are not attended to. Everyone assumes 
the cost through increased travel delays, broken axles, environmental deterioration or, 
less directly but most importantly, foregone opportunities for economic growth. And 
business pays the cost by constructing the infrastructure necessary to its direct opera
tions which the public sector fails to provide. To ignore infrastructure needs is penny- 
wise and pound foolish. But that is exactly what we have been doing. Nationally, 
total investment in infrastructure has slipped from 4.6% of GNP to just over 2% 
since 1965. In Massachusetts, capital expenditures have been cut in half at the state 
and local level in constant dollars over the last ten years and we invest only about 
one-third of the minimum dollars needed annually to keep our economic life support 
system healthy and vital.

This is a national problem. And Massachusetts must assume a leadership role immedi
ately and initiate its own forward-looking program to address this problem, both to
provoke a federal response and to protect and sustain our own economic vitality in 
the next decade.
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A proposal to establish MassBank, the Massachusetts Development Bank, wi e 
introduced in the next few days. MassBank, an independent state agency, will provide 
new, more appropriate financing for state and local infrastructure projects. Many 
months of work have led to a broad consensus around this innovative proposal. 
Though not directly a part of the FY85 budget, a start-up appropriation ol $1 million 
is recommended.

In addition to MassBank, an independent Sewer and Water Authority for Greater 
Boston is proposed as a successor to the MDC Water and Sewer Divisions.

As important as these institutional initiatives are, we must also restore and expand 
the capacity of the various state development agencies to plan, design, and construct 
new infrastructure projects and to manage and maintain existing public facilities. Our; 
FY85 budget recommendations, therefore, include increased resources for the 
Department of Public Works, the Metropolitan District Commission, the Depart
ment of Environmental Management and the Department of Environmental Quality 
Engineering.

* * * *

The most important test for any society is whether it has expanded the scope of free
dom for all its people — the freedom to get a good education, find a decent job, and 
enjoy a stimulating cultural and community life. But we cannot ignore another 
kind of freedom — the freedom from  crime, from  environmental pollution, from 
hunger, from  neglect, from  unnecessary constraints imposed by a handicap, as well as 

from  excessive taxation. All of these freedoms are central to the overall quality of life 
in Massachusetts.

Though less clearly tied to the notion of investment, expenditures proposed in this 
budget to protect and promote the Commonwealth’s quality of life and to care for the 
least fortunate amongst us are in fact accurately seen as investments in the future — a 
future of freedom and opportunity for every citizen of the Commonwealth.

Improving the Quality of Life for All Our Citizens A sound economy is critical to 
the quality of life but does not, by itself, guarantee the health, safety and well-being 
of the Commonwealth’s citizens. In addition to investing in our economic future, 
therefore, we must begin rebuilding state government’s capacity to improve the qual
ity of life in the Commonwealth. Over the past several years, a series of indiscrimi
nate cost-cutting efforts has decimated key government services, increasing the stress 
of daily life and threatening our health. Citizens face long lines when they try to reg
ister their cars or renew their licenses. Doctors wait months before receiving licenses 
to practice. There is more and more litter in the roads. Traffic jams and potholes 
squander our time and endanger our lives. Meanwhile, millions of federal highway 
dollars that could be used to address these problems are lost to the state simply 
because the Department of Public Works does not have the staff to supervise the 
projects.

1 he decimation of services has other, even more pernicious consequences. The inade
quately staffed state environmental agencies are unable to inspect, let alone clean up, 
even a fraction of the 350 suspected hazardous waste sites in Massachusetts. State 
inspectors can not keep up with the reports of hazardous working conditions they 
receive, and a worker injured on the job can wait 18 months or more before receiving 
compensation for his loss. Violations of air and water pollution standards go unde
tected, undermining the state’s ability to improve the quality of our environment. 
Inspections of over 300 day care facilities are months overdue. The list goes on and 
on.

4
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In short, the Commonwealth is now feeling the full impact of the sweeping, arbitrary 
cuts of the past several years. It has become apparent that we can no longer tolerate 
the underfunding of critical government operations. The budget we are proposing for 
FY85, therefore, includes resources to begin restoring the capacity of state government 
to deliver responsibly the services demanded by the public — to inspect day care facili
ties, clean up sites polluted by hazardous waste, maintain roads, monitor air and water 
quality, process licenses, and correct unsafe practices in the workplace.

Finally, the budget we are proposing for FY85 includes major new investments to 
close the gaps in our human services programs. To guarantee those dependent upon 
public assistance the opportunity to achieve self-sufficiency, this budget includes 
$20 million for an employment and training program for welfare recipients and in
creases funding for day care for welfare and other low-income households by S9.1 
million. To fill in gaps in the services that protect the health of our citizens, this 
budget includes over $10 million in new funding to provide health care for low- 
income individuals not covered by Medicaid, and $2 million in expanded nutritional 
services for children. To strengthen our efforts to prevent and remedy homelessness, 
we are recommending $6 million to provide emergency and other benefits to low- 
income households that fall through the cracks of our current system, and we will in
crease follow-up and case management services to the mentally ill living in the 
Commonwealth. To improve the adequacy of the income support we provide low- 
income families, we are recommending a 5% increase in welfare benefits the first 
since FY81 as well as a 5% increase in the standard of need and a clothing allow
ance of $125 per child.

This budget also includes an expansion in the resources to provide appropriate psy
chiatric care for children and adolescents; to provide community care for the elderly 
so that they can avoid institutionalization; and to provide services for troubled ado
lescents to divert them from the criminal justice system. These initiatives and the 
other new resources included in our proposed human services budget will help ensure 
that the Commonwealth’s least fortunate can share in and contribute to our freedom 
and prosperity, now and in the future.

Managing for the Future Investing in the future, rebuilding the capacity of state 
government to deliver critical services and caring for the needy will require a major 
commitment of resources in FY85. Funding these commitments will not be easy. 
Despite fairly healthy growth in projected revenues, the Commonwealth faces 
increases in fixed or uncontrollable costs that threaten to consume all new revenue, 
and more, in FY85 and in the years to come. The costs of health insurance for state 
employees and retirees, for example, will increase by 20% or $32 million in FY85. At 
this rate, these costs will have doubled in just six years. The state’s share of MBTA 
costs will rise $24 million or 16.7%, while recently-signed collective bargaining agree
ments will add $114 million to FY85 expenses. High inflation in medical costs will 
increase Medicaid expenditures by $70 million; the cost of state-funded pensions will 
rise by a comparable amount.

These and other uncontrollable increases will total over $430 million in FY85. Com
bined with the $157.6 million increase in local aid to which we are committed these 
increases will exceed the $520 million in new FY85 revenue that we can expect with
out new enforcement measures, leaving nothing for the investments that are so sorely 
needed.

In past years, the Commonwealth has resolved this conflict between resources and 
funding needs by deferring the investments, risking the future for short term expedi
ency. We believe further delay would be irresponsible.
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The budget we are proposing for FY85 finds the necessary additional revenues for 
expansion through improved management and increased productivity. As we have 
done so successfully over the past 12 months, we will be looking to improved revenue 
collection, stronger enforcement of current tax laws and productivity savings through- 

' out state government to help free resources for the investments we propose in this 
budget.

But this will not be enough.

If the Commonwealth is to meet the demands of the future, it must mount a major 
assault on the fixed costs whose growth will, if uncontrolled, continue to outstrip our 
ability to pay. The budget we are proposing for FY85 reflects the start of this assault 
on fixed costs. We will implement $52 million in new savings measures in the Medi
caid program. We will develop a strategy for bringing health insurance costs for state 
employees and retirees under control. We will begin planning for the consolidation 
and renovation of our old, energy-guzzling state institutions. Controlling fixed costs 
will require a long campaign, but it is the only way we can free resources for the 
investments in infrastructure and education that are so vital to our future.

In sum, the budget we are recommending for FY85 reflects a forward-looking agenda 
of investment and management for the future. It is not an easy road; it will require 
much hard work and many difficult decisions. The results will not be immediate. Yet 
we believe it is the only responsible course. Our future deserves no less.

H ighlights Expenditure, Personnel and Revenue Summary

• Our budget recommendations for FY85 total $8.14 billion. Excluding increases for 
local aid and adjusting for changes in retained revenue, our FY85 recommen
dation represents an increase of $564.2 million over FY84 appropriations to date.

• This expansion will require no new taxes, and, aside from a small increase in the 
deeds excise, no increase in tax rates.

• Of this total recommendation over $7.9 billion represents the amount needed to 
fund a “maintenance budget”, that is, one that will maintain state governments 
current level of operations, cover fixed cost increases, and fund an increase in loca! 
aid consistent with our commitment to a stable revenue-sharing program with the 
cities and towns.

• The remainder of the increase over FY84 appropriations, $220 million, represents 
the investments described in the introduction.

.  Total recommended FY85 staffing in the executive agencies is 66,577, less than the 
personnel ceilings established for the FY84 budget (see Personnel narrative).

• Over $6 billion or 74% of the Commonwealth’s revenues will be derived from taxes 
in FY85. This represents an increase of 10.5% over estimated FY84 tax collections. 
While strong economic growth is responsible for part of this healthy growth, 
improved enforcement will account for $133 million of the increase (see Revenue 
narrative).

Throughout our recommended budget are initiatives that will contribute in a vanety
of ways to the broader agenda outlined above. These initiatives are described in full
in the agency and secretariat narratives in Part IV of this volume. The following are
brief highlights of some of these initiatives:
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Econom ic Development

• We will undertake a statewide effort to stabilize and where possible expand our 
viable mature industrial base through improved coordination of existing state 
financing, job training and technical assistance programs (see Economic Affairs 
and Labor narratives).

• We will be positioning Massachusetts for a new generation of high-technology 
growth through innovative programs at the Massachusetts Microelectronics 
Center, the Worcester biomedical park, and the new UMass/Amherst polymer 
sciences center (see Economic Affairs narrative).

• We will continue to promote joint public/private efforts to fund new business 
development. In addition to the ongoing activities of the state’s highly successful 
quasi-public corporations such as MIFA and MTDC, we will be working with the 
Commonwealth’s savings banks to make $75 million more in new capital funding 
available for business expansion in priority areas. At the same time, we are 
recommending a change in the state tax base for savings banks that will reduce the 
taxes paid by the banks (see Economic Affairs narrative).

• We will launch a new comprehensive state agenda for housing and neighborhood 
development, through new program initiatives and a coordinated effort to target 
existing resources (see Communities and Development narrative).

• We will expand and coordinate a wide array of public and private job training 
programs in Massachusetts to develop a competitively positioned workforce and to 
meet the needs of an increasingly knowledge-based economy (see Economic Affairs 
and Department of Public Welfare narratives).

• We will mount a major promotional campaign to expand Massachusetts’ share of 
tourism and to enhance its prospects in international trade (see Economic Affairs 
narrative).

Figure 3

The Burden of Total State and Local Own-Source Revenue 
on Personal Income: M assachusetts and U.S.
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Infrastructure
• To provide new, more appropriate financing for state and local infrastructure 

projects, we will establish MassBank, the Massachusetts Development Bank (see 
Debt Management section of Administration and Finance narrative).

• We will greatly expand the capacity of the Department of Public Works, 
decimated by staffing reductions over the past few years, to maintain and expand 
our highways and ensure the safety of our bridges (see Transportation and 
Construction narrative).

• We will create a new, independent Sewer and Water Authority for Greater Boston 
as a successor to the MDC Water and Sewer Divisions (see Metropolitan District 
Commission narrative).

Local/Education  A id
• Consistent with our commitment to provide 40% of the revenue growth in our 

three largest taxes to cities and towns, the budget we are recommending includes 
$157.6 million in new local aid, bringing total local aid to $2.37 billion in FY85.

• The aid will be distributed according to a new equalizing formula developed in 
cooperation with the Legislature. Over time, this new formula will reduce the wide 
variation in costs and revenues across communities.

• 80% ($126.1 million) of the $157.6 million in new aid is part of our program to 
fund educational excellence. This amount represents an increase of almost 14% 
over last year’s education aid.

• A new three-tiered review system will ensure that school districts receive the 
funding necessary to promote educational excellence (see Local/Education Aid 
narrative).

• In addition to the new local/education aid, the budget we are recommending for 
FY85 includes a number of other commitments to educational excellence:

• We will be adding $18 million in new resources to improve 
instruction at our public institutions of higher education. Nearly a 
quarter of these resources will be used for programs designed to 
improve primary and secondary education (see Higher Education 
narrative).

• We will be increasing scholarships by $10 million, with a portion of 
these funds targeted to encourage our best students to become 
teachers (see Higher Education narrative).

• We will be developing a standardized basic skills test to be used in 
public schools across the state. With this test, we can begin 
evaluating our schools and targeting our efforts to make our public 
schools the best in the nation (see Department of Education 
narrative).

Crim inal Justice

• We will help local communities fight crime in their neighborhoods by re
establishing a statewide crime prevention program (see Public Safety narrative).

• We will expand our strategy to relieve prison overcrowding to include:
• new probation programs as alternatives to incarceration for certain 

offenders (see Judiciary narrative);
• a special facility for “driving under the influence” offenders (see 

Department of Correction narrative);
• a special facility for mentally ill offenders (see Department of 

Mental Health narrative);

8
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• increased prerelease programs (see Department of Correction narrative);
• additional parole personnel to alleviate case backlogs and 

implement county parole eligibility guidelines (see Parole Board 
narrative);

• a new “half-way back” program providing an alternative to re
incarceration for certain parole violators (see Parole Board 
narrative).

• We will expand the options available for responding to juvenile offenders, 
including a new “probation subsidy program” and a new program in the 
Department of Social Services to serve troubled youth (see Department of Youth 
Services and Department of Social Services narratives).

• We will strengthen law enforcement efforts on the highways by adding 50 troopers 
to our State Police force (see Public Safety narrative).

• We will ensure that our police recruits receive up-to-date and effective training-by 
establishing a curriculum development and evaluation unit within the Criminal 
Justice Training Council (see Public Safety narrative).

• We will ensure prompt and effective support to law enforcement agencies by 
improving operations at the Bureau of Identification and Bureau of Firearms 
Records (see Public Safety narrative).

• We will continue to combat drunk driving through the use of roadblocks (see 
Public Safety narrative).

• We will increase our efforts to prevent rape and apprehend sexual offenders by 
expanding our rape crisis center network, increasing public information efforts, 
and expanding our training for law enforcement and service provider personnel in 
rape counseling and treatment (see Department of Public Health and Department 
of Public Safety narratives).

• We will continue to improve our services to victims and witnesses of crimes by 
expanding services in the District Attorney’s offices and expanding the victim- 
witness compensation program (see narratives for the District Attorneys and the 
Treasurer).

• We will improve the effectiveness and efficiency of defense services to indigent 
clients through the newly established Public Counsel Committee (see Judiciary 
narrative).

• We will invest an additional $20 million to improve the management of court 
house facilities, and finance these improvements through a small increase in the 
deeds excise (see Judiciary narrative)

• We will submit legislation to improve personnel management in the courts by 
granting the Chief Administrative Justice authority to transfer non-judicial person
nel between courts (see Judiciary narrative).

Human Resources

Income Support

• We will improve the adequacy of the basic income support provided to low- 
income families by providing $10.4 million for a 5% cost-of-living increase for 
welfare recipients — the first since FY81 — $1.4 million for a 5% increase in the 
standard of need, and over $20 million for a clothing allowance of $125 per child 
(see Department of Public Welfare narrative).

• We will increase funding for day care by $9.1 million to allow welfare and other 
low-income households to secure and maintain employment (see Department of 
Public Welfare and Department of Social Services narratives).

• We will provide all public retirees with a 3% additional pension allowance (see 
Pensions section of Administration and Finance narrative).
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• We will help weatherize nearly 12,000 homes, substituting $4 million in state lunds 
for declining federal assistance in order to do so (see Communities and 
Development narrative).

• We will provide a $10.8 million program of comprehensive health care, including 
inpatient hospitalization, through managed care and health maintenance 
organizations, to groups of low-income families and individuals not now covered 
by Medicaid (see Department of Public Welfare narrative).

• We will increase by $2.2 million cash assistance to recipients whose benefits were 
reduced or terminated because of inflexible federal policies (see Department of 
Public Welfare narrative).

Homelessness

• We will expand the Emergency Assistance provided to welfare families to help 
them meet shelter costs and avert homelessness (see Department of Public Welfare 
narrative).

• We will expand case management and follow-up services for mentally ill 
individuals who are homeless or at risk of losing their homes (see Department of 
Mental Health narrative).

• We will expand the supply of supervised lodging units for the mentally ill (see 
Department of Mental Health and Communities and Development narratives).

• We will share in the creation of a day center for homeless individuals in Boston 
(see Executive Office of Human Services narrative).

• We will increase the number of community shelters and innovative alternatives to 
permanent shelters in the Commonwealth (see Department of Public Welfare 
narrative).

• We will provide a variety of housing services to help low-income families and 
individuals keep their homes and help those who have lost their homes find new 
ones (see Communities and Development narrative).

• We will increase the supply of publicly-assisted housing units by over 1,100 in 
FY85 and increase the diversity of these units so that they are better suited to meet 
the needs of the homeless (see Communities and Development narrative).

Children

• We will spend $2 million to increase food and nutritional counseling provided to 
mothers and young children through the WIC (Women, Infants, and Children) 
nutrition program (see Department of Public Health narrative).

• We will invest $4 million to prevent abuse and neglect of children through 
increases in the number of case workers, protective respite and day care, treatment 
of sexual abuse, and statewide comprehensive emergency services (see Department 
of Social Services narrative).

• We will increase the safety and well-being of children in day care by expanding the 
Commonwealth s day care inspection and licensing capacity (see Office for 
Children narrative).

The Elderly

.  We will expand a comprehensive collection of programs designed to provide 
support for our frail elderly who wish to avoid the confinement of institutional 
living. These include $2 million for expanded availability of home support care 
services, $900,000 for protective services, $1.8 million for expanded community- 
based respite care and personal emergency response services, and expansion of 
managed health care systems lor elderly Medicaid recipients (see the Eider Affairs 
and Department of Public Welfare narratives).

.  We will re-establish a state-wide crime prevention program which will help the 
elderly and other community members prevent crime and feel safer in their homes 
(see Public Safety narrative).

10
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Troubled Youth

• We will improve our ability to treat troubled youths and adolescents 
appropriately, and divert them from the criminal justice system, by establishing a 
new shelter program and increasing the number of residential placements available 
to the Department of Social Services (see Department of Social Services 
narrative).

• We will establish a new secure long-term residential treatment program for 
children with serious mental health needs, children who have historically been 
either unserved or underserved (see Department of Mental Health narrative).

• We will provide more appropriate services to certain troubled youths through a 
new program that allows local probation offices to purchase community services 
instead of committing them to the Department of Youth Services (see Department 
of Youth Services narrative).

• We will improve the appropriateness of treatment for youthful offenders by 
increasing the number of residential placements available to the Department of 
Youth Services (see Department of Youth Services narrative).

Human Services Providers

• We will increase purchase-of-service contracts by 4%, on average, allowing for 
wage and salary increases for direct service employees of provider organizations 
comparable, in many cases, to those provided to state employees performing simi
lar work (see Executive Office of Human Services narrative).

• We will speed payment to providers by implementing a simplified contract .
payment system. «

• We will increase service providers’ access to capital for facility improvements and 
expansion by giving them high priority in obtaining small business development 
loans from the proposed new $75 million fund to be created by the 
Commonwealth’s savings banks.

Environmental Quality

• We will increase staffing at new and existing state parks including the new Urban 
Heritage Parks (see Department of Environmental Management narrative).

• We will increase funding to monitor the effects of acid rain on our lakes and ponds 
and increase our mitigation efforts (see Fisheries, Wildlife, and Recreational 
Vehicles narrative).

• We will increase staff in the Hazardous Waste Program by 40% in order to accele
rate the licensing and clean-up of hazardous waste sites throughout the state (see 
Department of Environmental Quality Engineering narrative).

• We will expand our inspection and monitoring of the state’s public water supplies 
(see Department of Environmental Quality Engineering narrative).

• We will increase inspection and enforcement activities at solid waste landfills across 
the state (see Department of Environmental Quality Engineering narrative).

• We will undertake a comprehensive program to improve the operation and main
tenance of the MDC Park System (see MDC narrative).

Industrial Safety and Health

• We will expand the Commonwealth’s ability to protect the health and safety of 
workers on their jobs by increased inspections and other preventive measures (see 
Labor narrative).

• We will ensure the access of employees and community residents to information 
on hazardous industrial substances by funding implementation of the new “right- 
to-know” law (see narratives for Department of Public Health, Labor, and 
Department of Environmental Quality Engineering).
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Efficient Delivery of Government Services

• We will improve service to the public at the Registry of Motor Vehicles through 
the establishment of a part-time work program to cover peak business hours and 
the addition of 50 new clerks (see Public Safety narrative).

• We will speed the issuance of professional and occupational licenses to qualified 
practitioners by augmenting administrative capacity at the Boards of Registration 
(see Consumer Affairs narrative).

• With the assistance of the Governor’s Commission on Workmen’s Compensation, 
we will speed processing of contested compensation claims so that workers need no 
longer wait up to 18 months before receiving compensation for losses resulting 
from industrial accidents (see Labor narrative).

The Arts
• We will greatly enhance our support for the arts by expanding funding for arts and 

humanities programs, and by consolidating the two agencies whose primary mis
sion is the support of cultural activities (see Policy Coordination section of Admin
istration and Finance narrative).

Affirm ative Action
• We will continue and expand our efforts to eliminate discriminatory practices in 

the public and private sectors, and to affirmatively remedy the effects of these prac
tices. The budget we are recommending includes additional staff and data process
ing equipment for the four agencies specifically charged with these responsibilities, 
as well as several new affirmative action efforts in the areas of employment oppor
tunity and the Commonwealth’s purchasing of goods and services (see Human 
Resource Management section of Administration and Finance narrative).

Management

• We will begin our assault on the fixed costs that threaten to consume all our new 
revenue. The budget we are recommending includes:

• $52 million in Medicaid savings through a variety of improvements 
in the payment of vendor claims (see Department of Public 
Welfare narrative).

• $2 million in energy savings in state facilities, with additional 
savings expected in future years (see Capital Resources 
Management section of Administration and Finance narrative).

• S2 million in savings in the cost of health coverage for state 
employees through a variety of administrative and financing 
improvements (see Health Care Coverage section of 
Administration and Finance narrative).

• We will make a number of investments in administrative capacity to yield 
significant savings:

• SI8.7 million for improved data processing and auditing and other 
staff to increase the Department of Revenue’s collections by $133 
million m FY85 (see Revenue Management section of 
Administration and Finance narrative)

• S700,000 for additional eligibility staff at the Department of Public 
Welfare to reduce the error rate by 30% and produce $10 million* 
savings (see Department of Public Welfare narrative).
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• $117,000 for additional Purchasing Agent staff to increase bulk 
purchases and competitive bidding and reduce the cost of goods 
and services purchased by the state (see Centralized Management 
of Administrative Resources section of Administration and Finance 
narrative).

• We will achieve productivity savings throughout state government: through 
increased efficiency, all agencies will absorb inflation without reducing the level of 
services they currently provide.

• To further improve productivity and the quality of government services, we will:

• Reform administrative controls to increase accountability 
throughout state government (see Fiscal Management section of 
Administration and Finance narrative);

• Institute Quality of Work Life pilot programs that provide 
employees with more influence over the design of their working 
environment (see Human Resource Management section of 
Administration and Finance narrative);

• Increase technical assistance and support to agency managers 
through improvements in management information systems, in
creases in professional development programs, and a variety of 
other measures (see Administration and Finance narrative).

• We will help improve the management capacity of local governments through a 
new $2 million program of incentive grants to school districts and municipal 
governments (see Communities and Development narrative).

• Our FY85 pension recommendations reflect a significant investment in reducing 
the growth in unfunded future state and local pension costs, now estimated at over 
$9 billion. This program allocates excess interest earnings to the pension reserves, 
expands investment options, increases annual appropriations, and increases new 
employee contributions — at a cost which increases the necessary FY85 appropria
tion by almost $80 million. But the program is certainly a wise public investment:
it will make it possible to increase contributions to the pension systems’ assets by 
more than twice the investment cost, an estimated $255 million in the first full year 
of implementation. Our investment could grow to $9 billion by the year 2000.
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ntroduction

rhe Massachusetts 
Economy:
Performance and Forecast

State government plays a crucial role in promoting and protecting the economic and 
social health of the Commonwealth. One of the central dynamics with which state 
government grapples is the need for balance between efforts to provide necessary and 
high-quality services to Massachusetts citizens and efforts to promote fiscal policies 
that support a strong climate for development. Without adequate revenues, we can
not finance health and welfare services, assistance to local governments, improve
ments in educational systems, and development of infrastructure support networks 
— all things which business leaders themselves cite as key ingredients for economic 
development. On the other hand, even though changes in the Massachusetts econ
omy are caused primarily by national forces, the state’s ability to moderate spending 
growth and revenue demands is an important signal of support for development.

We are fortunate that predictions of continued economic growth throughout FY84 
and FY85 support strong tax revenue forecasts. We expect to achieve a 9.7% increase 
in tax revenues for FY84 and an even higher, 10.7%, growth in tax revenues for 
FY85. These revenues, along with non-tax revenues generated through administrative 
initiatives, and federal reimbursements for certain costs, will be sufficient to finance 
the broad rebuilding program that we are recommending for FY85.

Not all of this strong revenue forecast is the result of outside economic factors. A 
significant portion of new tax revenues forecast for FY85, for example, reflects the 
benefits of our FY84 and recommended FY85 investments in management 
improvements at the Department of Revenue. In addition, an intensive effort to 
establish systematic review and collection systems for agency non-tax revenues (fees, 
fines, etc.) will pull non-tax revenue collections significantly above historical trends. 
And even in the area of federal revenues, despite federal policies which increasingly 
shift costs to the states, we are projecting moderate growth for FY85 as the result of 
administrative efforts to improve collections.

This chapter describes our revenue forecasts in detail. The first section outlines the 
economic trends and forecasts which support our FY84 and FY85 revenue estimates. 
The second section summarizes the most recent data on the commonwealth’s com
petitive position among the states, showing, for example, that the burden of state and 
local revenue collections on personal income in Massachusetts is now lower than the 
national average. The third section analyzes the trends in the composition of the 
Commonwealth’s operating budget revenues, and the last section discusses our FY85 
revenue forecast for each revenue source in detail.

The Commonwealth has clearly established itself as one of the nation’s growth lead
ers. Despite a long and deep national recession from 1981 through 1982, Massachu
setts has maintained relatively strong employment growth, low unemployment rates, 
and stable personal income growth over the past five years. The structural shift in the 
state’s economic base toward high technology manufacturing and more reliance on 
the service sector has protected the Commonwealth from the worst effects of the 
recession. As Figure 1 illustrates, the state lost some jobs during the recession, but 
projections for FY84 and FY85 indicate that new job creation will more than make 
up for these losses by the end of 1985. These trends in major economic indicators 
underscore the Commonwealth’s economic stability and potential for future prosperity.

The make-up of this state’s economy is the source of considerable stability over the 
course of ups and downs in the business cycle, even to the point of resisting the onset 
of new recessions. In general, the capital goods industries are better represented here 
than in the nation as a whole, while industries more vulnerable to shifting patterns of
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consumer spending, like construction and auto manufacturing, play a less important 
part in our state’s economy than in many other industrial states. However, we cannot 
ignore the fact that, although they play a smaller role in the state’s economy, some 
industries like the machine tool sector in the central part of the state have suffered 
serious losses during the recent recession.

Figure I

Job Creation in the Commonwealth
Fiscal Years 1977 through 1985

New Jobs in Thousands

-2 5

- 5 0  77 78 79 80 81 82 83 84 85
Fiscal Years 

Actual Projected

Source: Massachusetts Division of Employment 
Security. Figures for FY 84 and FY85 based on 
Administration and Finance/DRI model of 
Massachusetts Economy

Reported: Year to Year Change in Total Non- 
Agricultural Employment

1 he discussion which follows gives a more detailed view of this state’s economy, fo
cusing on key issues like employment growth, high technology industries, unemploy
ment and personal income.

Trends in Em ploym ent Growth

Figure 2 demonstrates the dramatic surge in the state’s employment growth rates 
compared to the U.S. average over the period from 1975 through 1983 In the first 
half of the 1970’s, total employment growth was less than half the U S average In 
this period, manufacturing employment suffered more in this state than in the coun
try as a whole, and non-manufacturing employment here grew at half the rate shown 
nationwide. The employment figures for the period 1975-1983 show a reversal of this 
trend: growth in Massachusetts has been almost the same as the nationwide trend 
even despite population growth rates that have been lower than the national average. 
(Population declined in the Commonwealth by more than 1% between 1975 and 
1980, and increased at only half the national rate between 1980 and 1982 Projections
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for the rest of the 1980’s, however, indicate that we can expect steady population 
growth for the rest of the decade.)

Figure 2

Percentage Changes in Employment in M assachusetts 
and the United States, 1970*1983

1970-1975
Mass.* U.S.

1975-1983** 
Mass. U.S.

Manufacturing (8.3) (5.4) 7.2 2.1
Durable Goods (1.7) (4.6) 17.8 2.3
Nondurable Goods (15.5) (6.4) (5.8) 1.8
Nonmanufacturing 7.3 13.8 19.0 22.7

Total 2.8 8.6 16.0 17.8

Source: Commonwealth of Massachusetts, Division of Employment Security. 
♦Data based on pre-1972 Standard Industrial Classification Codes.

♦♦June, 1983.

The private sector has been almost totally responsible for the strong levels of job 
creation we have seen in the recent past. Between 1975 and 1982, employment in 
state and local government grew by 5% in Massachusetts. In the nation as a whole, 
public sector employment grew at twice that pace: 12.2%. In the same period, 
government has accounted for smaller shares of all non-manufacturing jobs in this 
state than in the U.S. as a whole (see Figure 3).

The employment data in Figure 2 show that the Massachusetts economy has expe
rienced a marked structural transformation since 1975. A decline in the nondurable 
manufacturing industry — mostly the older textile, apparel, and leather industries — 
has been more than offset by rapid growth in the durable goods and non
manufacturing sectors, principally high technology manufacturing, Finance, and ser
vices. This transformation is most notable in durable goods industries, where 
Massachusetts increased its share of national employment from 3% in 1975 to 3.5% 
in 1982. In fact, the Commonwealth owes its stability during the 1981-1982 national 
recession to these structural strengths in the composition of the state’s economy. As 
Figure 4 demonstrates, the share of total employment in the more resilient manufac
turing and service sectors is greater in Massachusetts than in the nation as a whole, 
while the sectors more vulnerable to cyclical fluctuations — construction and trans
portation — account for a smaller than average share of the state’s economic base.

Within the Commonwealth’s strongest sectors — durable goods manufacturing and 
non-manufacturing — there is additional resiliency. The table in Figure 5 shows the 
composition of these two sectors in Massachusetts as compared to the national aver
age. In the durable manufacturing sector, employment in this state is much more 
highly concentrated in the high-technology components — the electrical and non
electrical machinery and instruments manufacturing industries. Furthermore, the 
non-electrical machinery sector in Massachusetts, consists largely of computer and 
computer-related products manufacture; in other states, this sector refers in larger 
measure to the manufacture of items like tractors, small engines and machine tools. 
Massachusetts has a low concentration of employment in other industries hard hit by 
recession like lumber and furniture production and the manufacture of transporta
tion equipment. Here too, Massachusetts gains some strength from high-tech. In the 
critical area of transportation equipment, Massachusetts has more employees build
ing missile components and aircraft engines than automobiles. In fact, with one-third
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of the state s manufacturing employees working for high technology companies, 
Massachusetts has the highest concentration of employment in high technology in 
the country and is third only to California and Texas in absolute numbers of high- 
tech employees.

Likewise, within the non-manufacturing sector, employment in Massachusetts is 
more concentrated in the higher-growth areas — services (particularly health and 
business services), and finance. Our strong performance in these growth industries is 
displayed in Figure 6. In fact, growth in educational services, software development 
(a business service), and money management (finance, insurance, and real estate) 
account for most of this state’s strong performance in the non-manufacturing 
employment sector. The rest of the nation’s non-manufacturing employment is more 
heavily concentrated in the highly cyclical construction industry and in the low- 
growth public sector.

The growth in high technology jobs and the expansion of the service sector under
score the general transformation of the Commonwealth’s economy since 1975, Dur
ing the period between 1975 and 1983, the number of people employed in high- 
technology grew by 43%, and the number employed in services grew by 41%. Figure 
7 shows how the service sector constitutes a larger share of total employment in 
Massachusetts than in the nation. This is a gap which has widened over the years 
and which we expect will widen still further in the future.

Unfortunately, comparable figures for the U.S. as a whole do not exist in the high 
technology sectors.

The Commonwealth’s economic stability and potential for further growth are dram
atically established in the data presented in Figure 8. In the recession year, 1982, the 
growth in total manufacturing employment fell off less sharply here than in the 
nation as a whole, and the services sector here grew at more than twice the national 
rate. In 1985, projected to be a steady recovery year for both Massachusetts and the 
U.S., the Commonwealth is expected again to perform well in total manufacturing 
employment growth, including most key manufacturing sectors. Service employment, 
while already stronger in Massachusetts, will continue to grow at a rate equalling the 
national average. (Projections for 1984 and 1985 are from an August forecast by 
EOAF in cooperation with Data Resources, Inc. A forecast reflecting the most current 
data, while still very impressive, might be somewhat more moderate.)

Com parative Em ploym ent Strength

Our unemployment rate is now among the lowest in the nation. Figure 9, which 
compares Massachusetts and U.S. unemployment rates from 1970 to 1983, strikingly 
portrays the Commonwealth’s development from a declining state to an economic 
leader. In the first half of the 1970’s, Massachusetts lagged the nation in this impor
tant measure by increasing amounts. Since the recovery of 1976, however, Massa
chusetts has consistently outperformed the nation, posting better than average rates 
since 1979. As of November 1983, the unemployment rate in Massachusetts was 

r as compared to 8.4% nationally. In that month, the Commonwealth had the 
lowest unemployment rate often comparable industrial states including California,
N p u ; V r t r L '  n r \A  °

. . .  . . r  J 1 iaLC Deen acmeved despite a labor lor
participat.on rate which has been significantly higher than the national average.
1982, for example, 67.4% of those able to do so chose to seek employment in N
chusetts, whi e in the U S as a whole o n i v  a  ■ a  . . y  n l  no.o. as a wnoie only 64% desired to participate. This diffe
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Figure 3

Employment in State and Local Government as a share of all Non
manufacturing Employment, M assachusetts and United States, 
FY77-FY85
Percent of all Non-manufacturing Employment
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17

16

77 78 79 80 81 82 83 84 85
Fiscal Years

3  Massachusetts 
■  US

Source: Massachusetts Division of Employment Security

Note: Figures for FY84 and FY85 are based on 
DRI model of US economy and Administration 
and Finance/DRI model of Massachusetts 
economy.

Figure 4

Distribution of Public and Private Sector Employment, 1982
(percentages of total)

Sector U.S. Massachusetts

Manufacturing 21.0% 24.0%
Construction 4.4 3.0
Services 22.5 25.9
Finance 6.0 6.4
Trade 22.9 22.1
Transportation 5.6 4.5
Government 17.6 14.0

Total 100.0% 100.0%

Source: Massachusetts Division of Employment Security (DES).

5



Revenue

Figure 5

Com position of Durable Manufacturing Employment: 
Massachusetts and U.S., 1983*
(percentages of total)

Mass. U.S.

Electrical Machinery 28.1% 18.7%
Non-Electrical Machinery 26.6 19.1
Instruments 14.6 6.3
Fabricated Metals 12.0 12.8
Transportation Equipment 9.0 16.3
Primary Metals 3.9 7.6
Lumber & Furniture 3.2 10.5
Stone, Clay & Glass 2.8 5.3
Other N: A 3.5

Total 100.0% 100.0%

Source: Massachusetts Division of Employment. 
*As of I hird Quarter, 1983.

- Figure 6

Com position of Non-Manufacturing Employment: 
M assachusetts and U.S., 1983*
(percentages of total)

Mass. 115.

Services 35.0% 27.8%

Wholesale & Retail Trade 28.7 28.8
State & Local Government 15.4 18.1
Finance 8.7 7.7
Transportation & Public 
Utilities 5.9 6.7
Construction 3.5 5.6
Federal Government 2.8 3.8
Misc. N/A 1.4

Total 100.0% 100.0%

Source: Massachusetts Division of Employment. 
*As of Third Quarter, 1983.

Figure1

Services as a Share of Total Employment*

MASS
US

1975

21.5% 
18.1

1982

26.0%
2I.3

1*

27.S 
22.1

♦Sources: Figures for 1975 and 1982, DES: for 1985 DR I fnrfv-aot „r 11 cc . , ’ “ ’ UKI lorecast ol U.S. economy and Administration®Finance/DR1 forecast ot Massachusetts economy.
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Figure 8

Percentage Changes in Employment: Mass. vs. U.S.

1982 1985
Mass. U.S. Mass. U.S.

Total manufacturing 
employment - 4.9 % - 6.5% 4.0%, 2.4%
Durables - 4.8% - 8.3% 5.5% 3.0%
Non-electrical machinery - 4.9%, - 9.3% 5.8%, 6.2%
Electrical machinery 
(communications equipment 
and electronic components)

- 0.4% - 3.7% 4.3% 0.6%

Instruments - 4.4% - 1.9% 8.7% 2.3%
Services 2.1% 0.8% 4.5% 4.5%

Sources: Massachusetts Division of 
tion and Finance, “FY85 Forecast”

Employment Security; Massachusetts Executive Office for Administra- 
August 1983.

Figure 9

Unemployment Rates, 1970 to Present 
M assachusetts and U.S.
Percent of Unemployment Rate

2

70 7I 72 73 74 75 76 77 78 79 80 81 82 83
■  U.S. Year
B  Massachusetts

Note: 1983 figures are estimated annual 
numbers based on three quarters.

7



Revenue

is especially noticeable among women. In Massachusetts, 56.7% of eligible women 
joined the labor force, whereas the national average participation rate was only 
52.6%. Although these differences may seem insignificant, the combination of high 
participation rates and low unemployment rates reflects the strength with which this 
state’s economy attracts people to work and keeps them there.

Trends in Personal Income Growth
Figure 10, displaying state and national trends in real personal income growth, offers 
further evidence of the stability of the economy in Massachusetts. Since 1977, this 
aggregate measure has grown at a remarkably stable rate in the Commonwealth, 
while year-to-year changes in U.S. real personal income have varied considerably. 
One result of this development is that the Massachusetts economy outperformed that 
of the U.S. on this measure in 1980 and 1982 (despite slower population growth). 
Most importantly, despite the fact that we avoided the severe declines in personal 
income growth which were characteristic of the rest of the nation during the reces
sion, we expect growth in this state’s income to exceed the nation’s once again in

The Growth in Real Personal Income 
M assachusetts and U.S.
Year to Year Percentage Growth Increases

H Massachusetts 
■  US

Issues to Consider

There is always a downs.de. Even within th.s overwhelmingly positive outlook for the 
Massachusetts economy, there are a few potential problems to consider.

The growing high-tech and service sectors have not benefited all regions of the 
Commonwealth equally. The young industries are well represented in the lab 
market areas of Boston, Lowell, Lawrence-Haverhill, Brockton, and PittsffkTb t
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The Environment for 
Economic Development — 
Our Competitive Position

have less impact on the economies of Springfield and Worcester, less still on Fall 
River, and almost none on Fitchburg and Leominster.

Overall, it is vital to remember that high technology industries accounted for 37.7% 
of all manufacturing jobs in Massachusetts in 1982 — and 9.2% of all jobs in the 
Commonwealth. Even though this is the highest concentration of these positions in 
any state, the fact that 90% of this state’s employment is not high-technology-based 
underscores the need to be aware of and attentive to traditional industries.

The problems of our mature industries cannot and will not be overlooked. Respond
ing to the needs of the Commonwealth’s entire economy, and not just a portion of it, 
we have developed a series of forward-looking plans to address special sectoral eco
nomic issues. Investments in economic development, education, job training, and 
industrial promotion are described in the program sections of this narrative. Our 
public policies are designed to bolster the strong employment and personal income 
trends reported here, as well as to ensure that all the citizens of Massachusetts share 
in our prosperity.

In order to ensure that the economic stability and growth we have enjoyed since the 
mid-1970’s continue, we must protect our position as a strong competitor for new 
development. Our strong recovery over the past year and projected high rates of 
growth for the current and ensuing years are testimony to the fact that we have 
achieved a competitive edge among the industrialized states. Our budget for FY85 
will help to secure this high-growth position by investing in the kind of quality — 
quality workers, quality services, and quality infrastructure networks — that makes 
Massachusetts an attractive place to live and work. And, we will continue to ensure 
that the burden of the taxes and charges necessary to support high-quality public 
services does not stifle development. Based on final data just received from the U.S. 
Bureau of the Census, the burden of total taxes, fees, and charges on the incomes of 
Massachusetts citizens has fallen significantly below the national average. In addi
tion, projections for FY83 and FY84 show our competitive tax position growing 
stronger. We want to keep it that way.

Our discussion here cannot cover every factor which influences the climate for devel
opment. Instead, this section focuses on a few key issues.

Key Ingredients for Econom ic Growth

Most recent surveys of business leaders and economists agree that a relatively few 
factors are the signal ingredients for promoting economic development. The factors 
which most often appear at the top of the list include:

Demand factors
• Consumer market: population and income
• Access to markets (transportation networks)

Input costs
• Wages
• Skill level and productivity of work force
• Availability of capital
• Energy costs

Local characteristics
• Amenities
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On all of these factors, with the possible exception of energy costs, Massachusetts 
holds a highly competitive position. While our population size grew more slowly 
than the national average in the late 1970’s, we have begun to experience and now 
expect relatively stable population growth in the 1980’s. And, as we showed earlier 

• (see the previous section entitled “Economy”), personal income growth in Massachu
setts outpaced the national average in the recession and will be strong again in the 
recovery.

Clearly, the quality of our labor force is excellent. Massachusetts workers are better 
trained than average, with a higher percentage of the work force holding high school 
and college diplomas. The concentration in Massachusetts of the highest-quality 
health services and higher educational facilities further assures the productivity of our 
labor force. And this high-quality work force is not particularly expensive: through
out the 1970’s wage rate differentials in the greater Boston area for clerical, data proc
essing, skilled, and unskilled workers were 3% to 7% below national levels. Recent 
data collected by the Division of Employment Security indicate that overall wage 
levels here in the 1980’s continue to be below the national average.

Finally, the investments we are making in this budget in rebuilding our roads, 
bridges and water systems, and our continued commitment to providing substantial 
state aid to local governments will improve our competitive position among the 
states. Better highway systems, airport access, and public transportation will make 
local, national, and worldwide markets more accessible for both producers and con
sumers. Better local services — police, fire, education, sewerage — will reduce the 
cost of doing business here and enhance our state’s already attractive environment.

In one area, Massachusetts remains somewhat less competitive: energy costs here are 
higher than the national average. Both geographic and geological factors explain this 
price differential. But we have made real progress: in the last two years, energy prices 
here have come closer to the national average; and we have made important strides 
in promoting conservation techniques which greatly relieve the burden of energy 
costs on business in the Commonwealth. A recent study by the Executive Office for 
Energy Resources found that energy costs as a percent of personal income in Massa
chusetts dropped over 4% below the national average.

The Costs of Public  Services: D ispelling the Myth of 
“Taxachusetts”

Although state and local taxes are only one factor among many that influence devel
opment (not even a major one), the burden on citizens’ income of paying the costs of 
public services can be, and often is claimed to be, an important signal of a state’s will
ingness to support economic development.

In FY82, as Figure 11 displays, the total burden of state and local revenues on per
sonal income in Massachusetts fell below the national average for the first time since 
1971. In FY83, the Commonwealth fell to a position significantly below the U.S. 
average. While the figures for FY83 are still preliminary, our estimates show that by 
the end of FY83, total revenue burden in Massachusetts fell to 14.2 cents on the dol
lar, while the average for all states rose to 15.2 cents on the dollar.

It is also significant that when we look at state and local taxes alone, exclusive of 
fees and charges, the total tax burden in Massachusetts fell 25.1% between FY77 and 
FY83, while the national average dropped at only half that rate (! 1.9%). While we 
were still above the U.S. average in total tax burden at the end of FY83, we had 
closed the gap from more than 3 cents on the dollar to less than 1 cent. '
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Figure 1 I

The Burden of Total State and Local Own-Source Revenue 
on Personal Income: M assachusetts and U.S.

14

77 78 79 80 81 82 83
Fiscal Years

■  Massachusetts 
HU.S. Average

Source: US Bureau of Census, Governmental 
Finance Series. 1983 tax revenues were taken 
from US Census Quarterly Tax Summary and 
non-tax revenues were estimated.

Revenue burden figures clearly demonstrate not only the strength of our economy, 
but also the success of our efforts to rely on tax enforcement strategies rather than 
broad-based tax increases to provide necessary revenues. The fact that we were able 
to avoid asking for broad-based tax increases in the 1983 legislative session, while 31 
other states raised sales or income taxes and 20 other states raised corporate taxes, 
should further strengthen our revenue burden position for FY84, bringing it even 
more substantially below the national average.

Figure 12 shows that when compared to other New England and major industrial 
states, the revenue measures which were necessary in Massachusetts in 1983 
including the gasoline and cigarette tax measures — will cost each citizen of the 
Commonwealth less in proportion to income than the revenue measures of other 
New England and comparable industrial states.

Clearly, the combination of effective revenue management by the state, high rates of 
growth in personal income, and stability in the state’s employment levels have made 
us one of the lower-tax states in the country.
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Figure 12

New Revenue Measures in 1983: 
Low est in M assachusetts

A n a lys is  of the
Com m onw ealth’s
Revenues

FY84 dollars per $1000 personal income

Massachusetts

Maine 

Vermont 

New Hampshire 

Rhode Island 

Connecticut 

Texas 

New York 

Pennsylvania 

Illinois 

Michigan 

Ohio

Note: New Jersey passed no revenue measures 
in 1983 Session; California passed a contingent 
sales tax which has not yet been implemented.

Source: National Conference of State Legislates.
1983 Survey US. Census Bureau. Survey of 
Current Business. April 1983.

The burden of state and local revenues on each Massachusetts citizen’s income is now 
less than the national average. However, the state share of state and local revenues in 
the Commonwealth has leapt above the national average during the past two years 
(see Figure 13). While for the nation as a whole the state share ol state and local 
revenues has stayed fairly constant since FY77 at roughly 55%, the state’s share of 
total revenues in Massachusetts reached almost 65% in FY83.

Since Proposition 2/j limited revenue-raising capabilities at the local level, there has 
been considerable pressure on the state to keep its own-source revenue collections 
high and to increase the level of state support for local governments. In fact, the shift 
away from property taxes as a source of revenue and toward revenues collected at the 
state level has substantially reduced our property tax reliance position relative to the 
U.S. average. In FY77, Massachusetts collected 77% of its total state and local taxes 
from the property tax, while the average reliance on the property tax nationwide was 
only 34%. By FY83, we had closed this gap substantially: the Commonwealth’s 
reliance on property taxes as a share of all taxes had fallen to 38%, only 7% above 
the national average (31%). In FY81, Massachusetts ranked fourth among the states 
on property tax burden; in FY82, the Commonwealth had moved down to 1 Ith 
place.

As Figure 13 shows, this reduced reliance on the property tax has shifted the burden 
of raising revenues to the state level. (The shift to state revenues has, consequently, 
given the structure and equity of local aid significantly more importance as a major 
source of revenue at the local level. See separate chapter entitled “Local/Education 
Aid.”) The following section analyzes the sources through which the Commonwealth 
raises state revenues and compares our revenue structure to nationwide patterns.
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Figure 13

State Share of State and Local Own-Source Revenues
Massachusetts and US

Share of State and Local Revenue
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Trends in the Com m onw ealth’s State Revenue Profile

The composition of the state’s own-source revenues (state taxes, excises, and charges) 
has changed markedly since FY77. Figure 14 displays the share of total own-source 
revenues supplied by each source for two fiscal years, FY77 and FY84 (estimated).
The overall division between taxes and departmental revenues (fees, fines, charges, 
and miscellaneous payments for state services) has stayed virtually constant over the 
period, with taxes providing almost 90% of state revenues, and charges providing 
roughly 10%. But important structural changes have occurred within these categories. 
The state’s reliance on the personal income tax, already providing over 35% of the 
total in FY77, has increased to almost 45% in FY84. Also, while the sales tax and 
excise share of total revenues has remained constant, the state’s reliance on the gen
eral retail sales tax has increased more than any other revenue source — almost 6%. 
Correspondingly, the share of total revenues provided by the selective excises (meals, 
alcohol, tobacco, motor fuels) has decreased — again almost 6%. Thus, the Com
monwealth has shifted a share of its reliance on selective sales excises to the general 
sales tax category.

Figure 14 shows that over the FY77-FY84 period, the share of state revenues provided 
by the corporate excise has decreased more than 1% - to only 9% of the total in 
FY84. And the share of total state revenues provided by departmental sources (fees, 
fines, charges and miscellaneous collections for services by state agencies) has also 
fallen.

13



Revenue

Figure 14

Structure of State Own-Source Revenues 
M assachusetts FY77  and FY84
(nominal dollars)

FY77
FY84
lest.)

Personal Income 37.1% 44.7%
Corporate Excise 10.1 9.0
Retail Sales 13.8 16.2
Meals 4.8 3.4
Alcohol Beverages 2.4 1.4
Tobacco 4.5 2.8
Motor Fuels 6.7 4.4
Other 9.1 7.7

All Taxes 88.5% 89.6%

Departmental Revenues 11.5% 10.4%

Total Own-Source Revenues 100.0% 100.0%

Source: EOAF data.

Figure 15

Percent Increase or D ecrease in State Revenues 
M assach usetts  1977-1984 (estimated)
Real Dollars

Personal Income Tax 

Corporate Excise

Sales Tax 

General Retail 

Meals

Alcoholic Beverages

Tobacco

Motor Fuel

Other Taxes 

All Taxes

Departmental Revenues 

Total Revenues

Source: EOAF data. Based on a table presented ~  40 — 30 — 20
in Ladd and Leonard. “Taxation in
Massachusetts: The Stake of the Poor” (to be
published). Revenue figures adjusted by CPI for
all Urban Consumers. October 1977 and
October 1983
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If we look at trends in actual collections for each revenue source over the FY77-FY84 
period, the same pattern is emphasized. Figure 15 displays the relative rates of change 
in constant dollars for collections from each of the state’s major revenue sources, 
FY77 through FY84 (estimated). (The term “constant dollars” means that we have 
adjusted actual collections for each source so that the value, or purchasing power, of 
a dollar of revenues is the same for each year. This means that the rates of change in 
collections reflect real rather than inflated values.) Collections in all four selective 
excises — meals, alcoholic beverages, tobacco, and motor fuels — have actually 
declined in real terms. In fact, real revenues from the alcoholic beverages excise have 
fallen over 30% during this period. Real growth of almost 40% in revenues from the 
general sales tax, well over the average real growth rate for all taxes, has made up for 
this loss in collections from the selective excises.

Figure 15 also displays the fact that real corporate excise collections have increased 
at a slower rate than total state tax or revenue collections. In fact, corporate excise 
revenues have shown barely any real growth at all. In contrast, the personal income 
tax and general sales taxes have each increased at rates almost 40% faster than the 
growth rate for total revenues.

Over the same period, departmental revenues (fees, fines, charges, and miscellaneous 
collections for services by state agencies) have also lost ground: real collections from 
this source have not kept pace with the growth in total state revenue collections.

Initial Conclusions about Trends in the Massachusetts Revenue 
Structure

Given this data on recent trends in the Commonwealth’s sources of state revenues, we 
can offer some general conclusions.

At the same time that the burden of state and local revenues on the incomes of Mas
sachusetts citizens has fallen below the national average, the state’s share of that 
burden has risen. While the implementation of Proposition 2Vi certainly accelerated 
this trend, the state share of total taxes began to rise as early as FY77. Although data 
on the relative impact of property taxes are somewhat inconclusive, the state is able, 
in general, to raise taxes more equitably than are localities. Conversion from over
reliance on local property taxes to more reliance on revenues collected at the state 
level has probably helped to make the revenue structure in the Commonwealth more 
progressive.

In the recent past, the Commonwealth has relied more heavily on taxes with an initial 
impact on consumers (sales, personal income) than on taxes with an initial impact on 
business (corporate excises) to provide revenues. When viewed over a longer period, 
the share of total state revenues supplied by the corporate excise has shown a steady 
downward trend since 1970 (see Figure 16). Furthermore, although such studies vary, 
two recent sources conclude that, relative to other states, Massachusetts does not rely 
heavily on state and local taxes with an initial impact on business (corporate excises 
plus unemployment insurance compensation and a portion of other general excises). 
Data from the American Commission on Intergovernmental Relations show that in 
1980 businesses paid a higher share of total state and local taxes in 48 other states 
than they did in Massachusetts. (See Rechovsky, et. al., State Tax Policy, 1983.) The 
latest Primer from the Massachusetts Taxpayers’ Foundation confirms this 
conclusion: MTF found that in 1981 the business share of total taxes was 4% below 
the national average. Given that total burden of Massachusetts revenues on personal 
income is below the average for the country, we can probably conclude that business 
in the Commonwealth is, in general, not heavily taxed.
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Figure 16

Corporate Excise  Collections as a Percent of State Tax 
Collections FY69 to FY84

Percent

18

9

6

3

69 70 71 72 73 74 75 76 77 78 79 80 81 82 83 84*
F isca l Years

Source: Massachusetts Department of Revenue

* Estimated

Despite the fact that corporate excises play a relatively small role in the state’s 
revenue picture, the nominal rate at which corporations are taxed is average in Mas
sachusetts compared to other New England and industrial states. The low share of 
business taxes in Massachusetts, then, is due not to the rate but to the structure of 
taxes on corporations. One possible explanation is that businesses in Massachusetts 
have been permitted to take a variety of credits and deductions against their excises 
as tax incentives designed to stimulate economic growth. Some of the most recent of 
these incentives include:

• 3% investment tax credit;
• accelerated depreciation (due to coupling with federal accelerated cost recovery 

rules enacted in 1981);
• double-weighing of the sales factor in determining corporate income taxable in 

Massachusetts (three-factor formula for apportioning corporate income includes 
property, payroll, and sales);

• exemption of purchases of machinery from the sales tax;
• 50% long-term capital gains deduction;
• urban jobs incentive tax credit;
• deduction of scientific donations;
• alternative energy deduction.

While almost every state provides a package of at least some tax incentives to 
promote economic development, it is true that tax incentives do cause some revenue 
loss. Preliminary estimates from the Department of Revenue indicate that the FY84
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revenue loss from the group of incentives listed above will be over $230 million in 
FY84. A complete list of corporate tax incentives, with the most recent estimates of 
revenue loss, as well as a comparative summary of business tax incentives in other 
states, is included in our Tax Expenditure Budget (Volume IV of House 1).

The third major conclusion of our study of the state’s revenue structure is that our 
reliance on revenues from fees and charges is low. Departmental revenues have 
declined as a share of total state revenues here since 1977; furthermore, our data 
show that we impose a significantly lower non-tax burden on citizens’ income here 
than in the nation as a whole (see Figure 17). Fees and charges, however, can be a 
highly efficient source of revenue; by collecting charges from the actual users of 
publicly-provided services, user fees encourage consumers to economize because they 
face the full costs of the services and facilities they enjoy.

Finally, we can conclude that the recent trend toward substituting reliance on the 
selective sales excises (tobacco, alcohol, motor fuels) for increased reliance on the 
general sales tax has probably reduced the extent to which our revenue structure 
taxes the incomes of low-income people more heavily than the incomes of wealthier 
people. Most recent studies agree that selective sales taxes generally tax low-income 
people disproportionately; however, these studies have found that the general sales 
tax in Massachusetts, largely because food and clothing are not taxed here, is a more 
equitable tax than in many other states. (See Phares, Who Pays State and Local 
Taxes?, 1980; and Massachusetts Taxpayers’ Foundation, Numbers Book, 1983.)

Figure 17

M assachusetts and US State and Local Charges per $1000 
Personal Income

Dollars

50

77 78 79 80 81 82
Fiscal Years

|  Massachusetts 
■  US

Source: US Bureau of the Census,
G o v e r n m e n ta l F in a n c e s  (various years)
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Budget Revenues — 
Perform ance and 
Forecast

F isca l Revenues, 
Com m onw ealth of 
M assach u setts
FY85 estimated

Sum m ary of Budget Revenues

Figure 18 describes the composition of the Commonwealth’s fiscal, or budgetary, 
revenues, according to our FY85 estimates. Taxes comprise over 75% of fiscal 
revenues. The other 25% of revenues available to offset operating budget expenses 

H|surc 18 consists of three non-tax sources: departmental revenues, federal reimbursements, 
and transfers from non-budgetary funds. While reversions from appropriated funds 
and beginning balances also become revenues to offset operating expenses, these 
sources are not included in our description of fiscal revenues. Consolidated surplus 
statements for FY85 are included at the end of this chapter; a full set of surplus 
statements is included in Volume 11.

0.8% Transfers

10.5% Departmental Revenue^

Total FY85 Budget Revenues 
$8122.2 million (estimated)

Budget revenues do not include several sources of restricted revenues which can be 
expended only for specific purposes. Some examples include: lottery receipts which 
are distributed to cities and towns, categorical federal grants (although related appro
priations are shown separately in Volume 11), trust funds, and bond funds.

Retained Revenues

Retained revenues are not available for budget purposes: they may be spent by agen
cy managers without further appropriation. These programs have been established to 
provide incentives for middle managers who supervise specific activities for which 
charges for services are appropriate. Because we are concerned that the retained rev
enue program allows spending outside of the normal planning and review process, we 
have included in each secretariat narrative a summary of retained revenues for FY83 
through FY85 in order to make explicit the full amount of funding available to agen- i 
cies’ programs.

Traditionally, it has been assumed that sound public finance systems were ones in 
which revenues from all sources were deposited into a general fund where they would 
be available to meet the expenses of any public programs. In recent years the neces
sity of providing program managers with incentives for revenue collection has been 
getting increased attention. There is evidence that revenue management, at the agency 
level, needs improvement; but there is no clear answer as to how this should be ac
complished. The FY84 budget expanded revenue retention to several additional agen- | 
cy programs in order to encourage better revenue collection. Agencies involved in the 
revenue retention expansion in FY84 are listed in Figure 19.

Figure 19

Retained Revenue — FY 83  and FY 84

Spending Agency
FY83

Retention
FY84 Maximum 

Retention

Public Welfare Child Support $ - S60.0M
Public Health Hospital — 7.8

Mental Health Hospitals l.2M 4.0
Department of Correction I.8M 6.0
MDC Parks Division — I.O
Dept, of Environmental Management — 2.0
Higher Education System - Tuitions — 13.2
Elder Affairs Home Care - 2.0

S3.0M S96.0M
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The most significant retained revenue is for child support reimbursements in the De
partment of Public Welfare. We are estimating that $50.0 million will be retained 
through this activity during FY84.

The expansion of the retained revenue program, while in some cases an effective 
incentive to agency managers, needs careful monitoring and evaluation. As a first 
step toward this goal, each secretariat narrative reports retained revenues available 
for expenditure without appropriation or further approval. In FY85, we plan to 
implement a planning and spending review process that will better account for 
expenditures from retained revenues while still providing encouragement for agencies 
to improve revenue collection.

Tax Revenues — 
Performance and 
Forecast

Estimated Tax Revenues
In Millions of Dollars

Tax revenues account lor roughly three-quarters of all the Commonwealth’s budget
ary revenues. Figure 20 describes actual collections in each tax category for the last 
three fiscal years and details our tax revenue estimates for FY84 and FY85. Figure

^ ____________  Figure 20

FY84 Estimate FY85 Estimate

T ax  o r  Excise
FY81

A ctu a l
F Y 82

A ctu a l
FY 83

A ctu a l T o ta l

C h an g e  ov er FY 83 

A m o u n t P ercen t T o ta l

C h an g e  ov er FY 84 

A m o u n t P ercen t

A lcoholic Beverages $ 84.7 $ 84.4 $ 82.3 $ 83.0 $ 0.7 0.9% $ 84.0 $ 1.0 1.2%
C om m ercial B anks 38.9 29.4 66.4 40.0 (26.4) -39.8 44.0 4.0 10.0
Savings Institu tions 37.6 40.8 47.6 37.0 (10.6) -22.3 45.0 8.0 21.6
C igarettes 148.6 145.4 142.9 169.0 26.1 18.3 169.8 0.8 0.5
C orp o ra tio n s 441.9 498.0 506.2 550.0 43.8 8.7 593.0 43.0 7.8
Deeds 13.0 12.5 13.7 17.0 3.3 24.1 14.8 (2.2) -12.9
E sta te-Inheritance 82.0 99.4 111.8 120.0 8.2 7.3 124.0 4.0 3.3
Incom e 2,058.0 2,324,1 2,472.3 2,730.0 257.7 10.4 2,983.0 253.0 9.3
Insurance 114.1 122.0 134.9 143.0 8.1 6.0 152.0 9.0 6.3
M o to r Fuels 237.5 269.3 250.4 268.8 18.4 7.3 271.0 2.2 0.8
Public Utilities 17.6 30.1 40.5 43.0 2.5 6.2 46.0 3.0 7.0
Racing 32.3 33.3 35.5 37.0 1.5 4.2 36.0 (1.0) -2.7
R oom  O ccupancy 22.1 24.3 26.2 28.0 1.8 6.9 30.0 2.0 7.1
Sales and Use:

R egular 573.7 607.5 682.9 776.0 93.1 13.6 850.0 74.0 9.5
M eals 155.0 164.2 186.4 207.0 20.6 II .1 224.0 17.0 8.2
M o to r Vehicles 131.0 145.6 182.4 211.0 28.6 15.7 220.0 9.0 4.3

M iscellaneous 6.0 7.0 7.1 7.4 0.3 4.2 7.7 0.3 4.1

S ub-T ota l $4,194.0 $4,637.3 $4,989.5 $5,467.2 $477.7 9.6% $5,894.3 $427.1 7.8%

New T ax  R evenue

Legislative Initiatives:

Deeds Excise $ - $ - $ - $ - $ - _ $ 20.0 $ 20.0
Savings B ank Excise — — — — — — (4.0) (4.0) _

A dm inistrative Initiatives:

C om pu ter and  R E A P — _ _ _ _ _ 58.0 58.0
E xpanded A u d it S tra teg y - - - - - - 75.0 75.0 -

$4,194.0 $4,637.3 $4,989.5 $5,467.2 $477.7 9.6% $6,043.3 $576.1 10.5%
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20 also shows that we are projecting an increase in tax revenues of $1- - nu ion rom 
administrative initiatives designed to expand and further strengthen the evenue 
Enforcement and Protection (REAP) program we initiated this year. Once again, our 
strategy for maintaining adequate tax revenues is to do everything we can to make 
sure that we collect every dollar which is owed to the state under the existing tax 
laws. The McDaniels Commission estimated that the Department of Revenue cur
rently holds an accounts payable backlog of over $300 million in taxes not paid by 
delinquents; in addition, the Commonwealth loses an estimated $500 million each
year from tax evasion. We intend to enforce the collection of these unpaid taxes be
fore we resort to broad-based tax increases to finance public services. A summary of 
the recent performance of our tax revenue management efforts over the past year 
and the assumptions behind our FY84 and FY85 tax estimates is included in the two 
sections below.

Revenue Enforcem ent and Protection: A  Successful 
Tax Collection  Program

The central thrust of our FY84 revenue package (REAP) is to improve and enforce 
the collection of taxes under the existing code so that all taxpayers — individuals 
and business alike — pay their fair share. While in calendar year 1983 20 other states 
raised corporate income taxes and 30 states raised personal income and sales taxes, 
our REAP package incorporated a series of over 100 changes designed to increase 
the penalties for tax evasion and give our Revenue Department stronger enforcement 
authority to improve tax compliance. These new authorizations included;

• a requirement that state agencies report lists of all contractors to the Department of 
Revenue for tax clearance approval;

• the power to revoke licenses when businesses fail to pay state taxes;
• expanded sales tax enforcement agreements with other states;
• more severe financial and criminal penalties for unpaid taxes;
• new requirements for tax withholding, including withholding from pension and from 

government consultants’ contracts;
• required reporting of boats registered out of state, a provision which already 

promises to yield an estimated $5 million in this fiscal year.

Data on FY83 and first-quarter FY84 revenue collections demonstrate clearly that the 
Department of Revenue’s innovative enforcement techniques have already begun to 
pay off. Tax collection for FY83 rose 7.6% to a new high of $4,990 billion. This total 
was over $10 million higher than the estimate we submitted just two months before the 
end of the fiscal year, and the Department has attributed the end-of-year surge in col
lections primarily to the crackdown on tax delinquents which began in FY83 prior to 
the enactment of REAP. The results from employees working on overtime were 
impressive. Figure 21 illustrates graphically how successful each of the Department’s 
major enforcement projects have been over the past year;

• FY83 collection of delinquent taxes exceeded the prior year by 70%, an increase of 
$53.3 million;

• Individual and business audit assessments increased by 72% in FY83, an increase 
of $43.8 million;

• Highly visible sales tax enforcement activity increased the number of seizures by
62% .

While these rates of increase can obviously not be sustained, strong performance in 
these areas of enforcement has continued through the first quarter of FY84.
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Figure 2 1

Tax Enforcement Perform ance

Collection of 
Delinquent Taxes

Dollar Value of Individual and Number of Seizures 
Business Audits

Dollars in Millions
Iso

Dollars in Millions
150 50

81 First First First
Fiscal Years Quarter Fiscal Years Quarter Fiscal Years Quarter

Source: Department of Revenue Compliance 
Bureau

Source: Department of Revenue Audit Bureau 
and Multistate Audits

Although it is exceedingly difficult to quantify, the increase in voluntary compliance 
that results from effective tax law enforcement is a very important factor in increasing 
tax collections. Experienced observers attribute a share of the significant increases in 
overall revenue collections in the first quarter of FY84 to a marked increase in volun
tary compliance. Sustaining the high level of revenue performance which we achieved 
in FY83 and have projected for FY84 and FY85 will require sustained enforcement 
efforts in addition to help from the economic recovery.

FY 8 4  and FY 85  Tax Revenue Estimates

The outlook for FY84 and FY85 is positive — if we can maintain and expand on the 
revenue enforcement and management efficiency initiatives we have started to 
implement over the past year.

FY84 Tax Revenue Estimates Total tax revenues during FY84 are projected to 
increase at a rate of 9.6%, substantially higher than the 7.6% increase reflected in 
FY83 revenues. In fact, the trend line for the first months of FY84 compared well to 
the FY84 annual tax estimate. First-quarter tax revenues were 11.6% greater than tax 
collections in the first quarter of last year. For the first five months of the fiscal year, 
revenues were $2.02 billion, 12.2% over the comparable period in FY83. Although 
some of this strong showing is due to underlying trends in the economic recovery, 
much of the exceptional increase in collections is the result of the Department’s 
intensive enforcement activities.

The positive outlook in our FY84 revenue estimates is led by a projected increase in 
sales and use taxes of $142.3 million, or 13.5%, over FY83 revenues from this source. 
Large gains are also expected in the personal income tax (10.4%) and cigarette excise 
receipts (18.3%). Taken together, these three taxes account for $426.1 million of the 
projected increase in FY84 revenues, or almost 90% of the total increase. While the 
sales and use tax increase reflects the effects of the economic recovery, and the strong
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forecast lor personal income tax collections reflects projected income grow , s ric er 
enforcement measures and tax law changes under REAP have a substantia in uence 
on these revenue projections. The deeds excise, showing a projected 21. r increase 
for FY84, is also an indicator of the release in pent-up consumer demand that s ows 
up during a recovery.
While the first quarter’s exceptional performance makes our 9.6% tax revenue increase 
appear achievable, actual growth rates have been declining in some major tax catego
ries. Through the first four months of FY84, corporate excise collections lagged 
behind last year’s comparable levels, and the projected annual rate of growth (8.7%) 
for this category is lower than the rate of growth predicted for all taxes. Also, collec
tions from savings banks are projected to show a 22.3% decline from last year’s level 
due to the negative impact on savings bank income of competition from higher 
interest-bearing savings alternatives.

FY85 Tax Revenue Estimates The FY85 tax revenue estimates reflect the historic 
trend to more moderate growth in the latter years of a recovery. Percentage increases 
are reduced by the significant gains projected for the revenue base in FY84. This 
makes marked additions to the rate of revenue increase more difficult to obtain in 
successive years. As a result, total tax revenue before new initiatives for FY85 is pro
jected at $5,894.3 million, a 7.8% increase over the FY84 estimates. Again, major 
growth is in the income tax category (9.3% ahead of the FY84 estimate) and in the 
sales and use taxes, which show an 8% increase for FY85.

But the most impressive gain for FY85 is the $133 million increase in revenues project
ed to result from more efficient and effective enforcement of the audit and collection 
powers granted the Department of Revenue under last year’s REAP legislation.
When DOR’s administrative initiative and other law changes which we plan to sup
port are included, the total FY85 tax revenue estimates outpaces even the growth 
rate predicted for FY84, reaching a total growth of $576.1 million, or 10.5% over 
FY84.

The administrative initiatives to improve tax compliance enforcement at the Depart
ment of Revenue are centered around improving electronic data processing systems in 
order to reduce the unacceptably high level of accounts receivable (estimated to exceed 
$300 million) and to computerize the corporate excise tax collection system. The 
Department will develop an automated scoring system to select returns for audit and 
expand audit penetration in the corporate area. In addition, the Department will hire 
75 new people to strengthen REAP implementation. These programs will produce an 
additional $58 million in FY85 revenues.

A vastly expanded tax audit strategy, which requires hiring 250 additional auditors at 
the Department of Revenue, will produce an even larger increase in FY85 revenues -  
$75 million. Internal Revenue Service studies on the minimum level of audit coverage 
necessary to maximize returns per dollar invested and to discourage tax evasion indi
cate that the current level of audit activity conducted by DOR is deficient, in some 
cases, by a factor of 100.

The expanded audit strategy planned for FY85 will implement a targeted, cost-effective 
audit program based on tax return research to be completed by the Department of 
Revenue in FY84. Depending upon the type of tax audited, additional audit personnel 
can, over time, contribute up to $1 million each in audit assessments and resulting tax 
collections.

In addition, significant market penetration has a substantial deterrent effect on tax 
evasion. Audit and enforcement efforts of the Department have already had an 
impact on net collections. While difficult to quantify, voluntary compliance has played 
an important role in the performance of first quarter FY84 revenues.
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A complete discussion of the internal management improvements, enforcement activi
ties, and electronic data processing initiatives planned by the Department of Revenue 
for FY85 is included in the “Revenue Management” section of the Administration and 
Finance narrative. The investments planned, both in personnel and in dollars, are 
substantial; but the returns on that investment will far outweigh the cost. For every 
dollar invested in this initiative, we expect that DOR will return more than six dol
lars in new revenues. In addition, by maximizing the revenues collected from existing 
taxes, we will be able to sustain and improve necessary public services while also 
maintaining our increasingly strong tax position among the states.

In addition to the efforts to strengthen the implemenatation of REAP, our FY85 
revenue initiatives include two excise adjustments. In order to provide the funding 
necessary for the state to fund county courthouse rentals and to assume the debt serv
ice and maintenance costs of state-owned courthouses, we will submit legislation to 
increase the deeds excise from $2.28 per $1000 property value to $5.00 per $1000 
value. Our rate is currently low compared to other states, and this relatively small in
crease in purchase costs should not affect the property market in the state. Second, 
early in the FY84 legislative session, we will submit legislation to make the effective 
excise rate on savings banks conform to the rate on commercial banks in order to es
tablish equitable tax treatment consistent with the federal government’s revision of 
savings bank regulations. We will propose that the savings bank excise be revised 
over a period of two years, and the savings institutions have already agreed to com
pensate for the resulting loss in state revenues by contributing the start-up capital and 
equity necessary to initiate a new development financing vehicle for special economic 
investment projects.

Non-Tax 
Revenue — 
Performance 
and Forecast

t

Non-tax revenues fall into three broad categories: departmental revenues, federal 
reimbursements and intragovernmental revenue. In FY83, non-tax revenue sources 
accounted for 24.5% of budgetary revenues in the operating funds and for 100% of 
revenues in the assessment funds.

Non-tax revenues are sometimes difficult to estimate. Some revenue sources, such as 
fees, fines, court revenues, and reimbursements, have followed highly reliable trends 
over the past five years; others show no statistically significant patterns. The sheer 
volume of receipt accounts (over 9,000 in the Comptroller’s Revenue Chart of Ac
counts) complicates the estimation task. Further, many of the estimates are contin
gent upon levels of appropriation and expenditure assumed in these recommenda
tions. Therefore, as the Governor’s recommendations work their way through the 
budget process, adjustments in revenue projections must be made to accommodate 
variances in recommended levels of appropriation. The Commonwealth’s revenue 
accounting system, in which most revenues are counted when they are actually 
received, also complicates estimation in certain cases, as judgments must be made as 
to when accrued revenue will be received as cash. Finally, in the case of new revenue 
initiatives, there are often implementation lags in waiting for statutory authorization 
or establishing new collections procedures.

Figure 22 summarizes the non-tax categories of revenue for fiscal years 1981 through 
1985. Each category is described in detail in the sections that follow.

Departmental Revenues

Departmental revenues consist of a wide variety of non-tax and non-federal revenue 
sources. In FY83, departmental revenues accounted for 9.1% of all unrestricted 
budgetary revenues, although in the assessment funds, with the exception of certain 
intragovernmental sources, departmental revenues represent 100% of all revenues.
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Figure 22

Unrestricted Non-Tax Revenues, FY81 through FY85  
A ll Budgetary Funds
(millions of dollars)

FY81
Actual

FY 82
Actual

F Y 83
Actual

FY84
Fstimated

FY'85
Estimated

Departmental $ 554.6 $ 643.2 $ 615.2 $ 698.1(b) $ 852.4

Federal Revenues:
Reimbursements 1.00H.6 1,039.2 1,110.3 1,088.0 1,158.7

Revenue Sharing 36.2 2.2 1.5 - -
lntragovernmental:

Consolidated Transfers 21.6 16.3 12.X 51.8 67.8

Reversions 150.X 171.3 229.X 207.6 (a)
Beginning Balances 178.9 52.3 39.6 56.9 39.0

Totals $1,950.7 $1,922.3 $2,009.2 $2,102.4 $2,117.9

Note: (a) No estimate of reversions is made for any fiscal year until after the beginning of that year (see section 
on Reversions).
(b) Includes an estimated $50 million in child support payments collected pursuant to Title IV-D of the Social 
Security Act, which may be expended without appropriation during FY84.

Figure 23 shows actual receipts by source for unrestricted departmental revenues for 
fiscal years 1981 through 1983 and the amounts estimated to be received under exist
ing laws and regulations for fiscal years 1984 and 1985. Dollar and percentage 
changes for the two estimated years are also shown.

Under existing laws and regulations, the total estimated for FY84 is $644.9 million, a 
$29.7 million increase over FY83 receipts, representing an increase of 4.8%. The base 
estimate for FY85 is estimated at $747.1 million, which is $102.1 million, or 15.8%, 
higher than FY84 estimates.

Figure 23 also summarizes estimated receipts in FY84 and FY85 for planned admini
strative actions by the Executive Office for Administration and Finance to increase 
fees and charges under statutory authority and for changes in law which the Gover
nor will recommend in conjunction with House 1. These changes are discussed in the 
section entitled “Non-Tax Revenue Initiatives.”

Fiscal Year 1983 Performance Figure 24 lists actual departmental revenue for FY83 
by source for operating funds and for assessment funds, and details the percentage of 
total departmental revenues for each source.

For the operating funds, departmental revenues came principally from fees, 
reimbursements for services and interest on investments. In fact, these three sources 
alone represent nearly 80% of all receipts in FY83. As implied by the fund group title, 
special assessments account for most of the departmental revenues in the assessment 
funds, 88.65% in FY83. Each major source is explained below in the context of FY83 
actual receipts.

• Fees Generally, fees represent charges for services fixed by law or set by an 
agency under statutory authority. In FY83, fees were the single largest source of 
departmental revenue, totalling $241.1 million in all funds, nearly 40% of total 
departmental revenues. Fees also ranked first as a source of departmental revenues 
in the operating funds, totalling $237.0 million in FY83, nearly 40% of the total.
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While there are well over 300 active receipt accounts for fee revenues, fees in the 
operating funds are driven principally by three types of receipts, as demonstrated 
by Figure 25. These three sources are tuitions and fees from institutions of higher 
education; fees for motor vehicle programs administered by the Registry of Motor 
Vehicles; and fees collected by the Secretary of State for various activities, most 
notably for regulation of corporations, charters, securities, commissions, partner
ships and trusts. For FY83, receipts from these sources totalled $87.9 million,
$118.4 million and $11.8 million, respectively. Together, these three sources 
accounted for 92.1% of all fees collected during FY83.

At 3.7% in FY83, revenues from fees were the second largest source of depart
mental revenue in the assessment funds. Fees in the assessment funds in FY83 were 
exclusively in two areas: fees for use of state recreation areas under the Department 
of Environmental Management ($2.4 million in FY83) and for the use of golf 
courses, pools and other facilities in the MDC Parks District ($1.7 million).

• Reimbursements for Services This source differs from fees in that the entity reim
bursing the Commonwealth for a service is more readily identifiable than in the 
case of fees for service. At $115.6 million in FY83, reimbursements were the second 
largest source of non-tax revenues. Over 99% of this total was credited to the oper
ating funds, where reimbursements accounted for 22.7% of total departmental 
revenues in FY83.

Figure 23

Estimated Non-Tax Revenues
n Millions of Dollars

FY81
Actual

FY82
Actual

FY83
Actual

FY84 Estimate FY85 Estimate

Total

Change over FY83 

Amount Percent Total

Change over FY84 

Amount Percent

)epartmental Revenues:
Fees $ 193.5 S 221.2 S 241.1 S 273.2 $32.1 13.3% $ 286.6 $ 13.5 4.9%
Fines and Penalties 1.3 1.4 1.6 14.2 12.5 768.9 14.2 — 0.2
Court Revenue 14.0 15.3 17.1 20.0 2.9 17.1 21.4 1.4 6.8
Contributions 6.2 5.5 4.0 2.0 (1.9) -48.9 5.6 3.6 177.1
Interest Income 73.1 70.5 52.3 58.1 5.8 11.2 60.5 2.4 4.1
License and Permits 15.9 24.0 23.3 26.0 2.8 11.9 28.1 2.0 7.7
Reimbursements for Services 95.6 112.2 115.6 96.5 (19.1) -16.5 161.3 64.8 67.2
Rents 5.7 6.1 6.4 6.0 (0.3) -5.2 6.2 0.2 3.3
Sales 4.6 5.3 5.2 4.7 (0.5) -9.1 4.8 0.2 3.2
Special Assessments 91.8 97.6 106.4 114.4 8.0 7.6 114.6 0.1 0.1
Unclaimed Property 24.5 24.6 15.5 15.0 (0.5) -3.3 15.0 — —
Miscellaneous 28.2 59.7 26.8 14.7 (12.1) -45.2 28.7 13.9 94.7

iubtotal S 554.6 S 643.2 S 615.2 $ 644.9 $ 29.7 4.8% $ 747.1 $102.1 15.8%

ederal Revenues:
Revenue Sharing $ 36.2 S - $ 1.5 $ - $ (1.5) -100.0 $ - $ - —
Federal Reimbursements 1,008.6 1,039.2 1,110.3 1,088.0 (22.3) -2.0 1,154.9 68.7 6.3

iubtotal SI,044.8 SI,039.2 $1,111.9 $1,088.0 $(23.8) -2.1% $1,154.9 $ 68.7 6.3%

administrative Initiatives $ - S - $ - $ 1.2 $ - _ 40.5 _ _
legislative Initiatives S - $ - $ - S 2.0 — — 69.6 — —

iubtotal s - s - $ - $ 3.2 $ - - S 110.1 $ - -

otal SI,599.4 SI,682.4 $1,727.1 $1,736.1 $ 9.0 0.5% $2,011.1 $275.0 15.8%
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Figure 24

Fisca l Year 1983 Department Revenues By Fund Group 
and Source
(Unrestricted Budgetary Revenues)
(millions of dollars) ______________________

Source
Operating

Funds
%of
Total

Assess
ment

Funds
%of
Total

All
Budget
Funds

%of
Total

40 Fees 237.0 46.83% 4.1 3.73% 241.1 39.19%
41 Fines 1.5 0.29 0.2 0.16 1.6 0.26
42 Courts 17.1 3.38 0.0 0.00 17.1 2.78
59 Contributions 4.0 0.79 0.0 0.00 4.0 0.65
60 Interest 51.8 10.23 0.5 0.46 52.3 8.50
61 Licenses & Permits 23.1 4.56 0.2 0.19 23.3 3.78
62 Reimbursed Services 114.7 22.66 0.9 0.87 115.6 18.79

63 Rents 3.3 0.66 3.0 2.77 6.4 1.04

64 Sales 1.9 0.38 3.2 2.95 5.2 0.84

65 Assessments 9.6 1.90 96.8 88.65 106.4 17.29

66 Unclaimed Property 15.5 3.07 0.0 0.00 15.5 2.52

69 Miscellaneous 26.6 5.25 0.2 0.21 26.8 4.36

Total $506.1 100.00% $109.1 100.00% $615.2 100.00%

More than half of the revenues collected for reimbursements for services other than 
federal are collected by agencies under the jurisdiction of the Secretary of Human 
Services. In FY83, $61.7 million was collected by Human Service agencies for non- 
federal reimbursements, representing 53.8% of total state-wide collections from this 
source.

As demonstrated by Figure 26, included in the FY83 Human Services total is $47 
million collected by the Department of Public Welfare, for child support ($40.1 
million), third-party payments ($5 million) and restitutions ($1.8 million); $7.8 mil
lion in the Public Health hospitals for insurance and patient reimbursements; and 
$3.9 million for reimbursements at Mental Health institutions.

Other major cbllections for reimbursed services accrue from the State Lottery 
Commission which reimburses the General Fund for certain appropriated adminis
trative expenses ($31.2 million in FY83), and from the Group Insurance Commis
sion which collects reimbursements for program costs from certain off-budget 
agencies (like the MBTA and the Massachusetts Port Authority) which participate 
in the group insurance program ($8 million in FY83). Beyond these, reimburse
ments for audit services of the Division of Banks amounted to $4.5 million in 
FY83, and reimbursements for special needs education services in the Department 
of Education were $4 million in FY83.

Combining the reimbursement sources noted in the previous paragraph with the 
revenues from non-federal reimbursements under Human Services accounts for 
95.4% of all revenues from reimbursements for services.

Reimbursements for water pollution abatement projects received by the Metropoli
tan Sewer District accounted for 91% of all reimbursements in the assessment 
funds.

• Special Assessments Special assessments are levies against other units of govern
ment, against groups or individuals or against particular pieces of property to 
defray the costs of specific public improvements or particular public services. While 
special assessments ranked as the third highest source of departmental revenue in 
FY83 (accounting for 17.25% of all departmental revenues), nearly 91% of revenues
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Figure 25

Fiscal Year 1983 Department Revenues 
Tuitions and Fees
(millions of dollars)

Source
Operating

Funds
%of

Total

Assess
ment

Funds
%of

Total

All
Budget
Funds

%of
Total

Registry of Motor Vehicles 118.4 99.79% — __ 118.4 96.48%
Higher Education: 

State Colleges 20.3 17.15 _ 20.3 16.58
State Universities 50.1 42.23 — — 50.1 40.83
Regional Community 
Colleges 17.5 14.75 — — 17.5 14.26

Subtotal Higher Education S 87.9 74.13% $ - - $ 87.9 71.66%

Secretary of State 11.8 9.98% — — 11.8 9.65%
Environmental Management - — 2.4 57.72% 2.4 1.92
MDC Parks District - — 1.7 42.28 1.7 1.40
Other 18.8 15.89 - - 18.8 15.36

Total $118.6 100.00% $4.1 100.00% $122.7 100.00%

Figure 26

Fisca l Year 1983 Department Revenues 
Reim bursem ents for Services
(millions of dollar?)

Source
Operating

Funds
%of

Total

Assess
ment

Funds
%of

Total

All
Budget
Funds

%of
Total

Human Services:

P u b lic  W e lfa re 47.0 40.96% — — 47.0 40.63%
P u b lic  H e a lth  H o sp ita ls 7.8 6.84 — — 7.8 6.78
M en ta l H ea lth 3.9 3.43 — — 3.9 3.39
O th e r 3.0 2.63 - - 3.0 2.61

Subtotal Human Services $ 61.7 53.85% $ - - $ 61.7 53.41%

L o tte ry  C o m m issio n 31.2 27.19% — — 31.2 26.97%
G ro u p  In su ra n c e  C o m m issio n 8.0 6.98 — — 8.0 6.93
D iv is ion  o f  B anks 4.5 3.91 — — 4.5 3.88
D e p a r tm e n t o f  E d u c a tio n 4.0 3.51 — — 4.0 3.48
M D C  S ew er D is tr ic t - — 0.9 90.88% 0.9 0.74
O th e r 5.2 4.56 0.1 9.12 5.3 4,59

Total $114.7 100.00% $0.9 100.00% $115.6 100.00%
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from this source were received within the assessment funds. In the operating un s, 
assessments are a relatively minor source of departmental revenues, representing 
less than 2% of total departmental revenue collections in FY83.

In the operating funds, 95% of all special assessment revenues in FY83 is accounted 
for by regulatory activities under the Secretary of Consumer Affairs, special assess
ments by the Group Insurance Commission, and by regulatory activities in 
Environmental Affairs.

For Consumer Affairs in FY83, $5.1 million was assessed against public utilities 
and insurance companies for various regulatory services of state agencies. Included 
in this grouping are the expenses of the Merit Rating Board for motor vehicle 
insurance regulation, certain expenses of the Department of Public Utilities for 
public utility regulation, and assessments for the expenses of the Massachusetts 
Firefighting Academy and of the State Rating Bureau.

The Group Insurance Commission assesses cities and towns and counties for their 
portion of group insurance costs for retired employees and teachers. These assess
ments amounted to $2.9 million in FY83.

Environmental Affairs assesses the cities and towns for the administration of six air 
pollution control districts by the Department of Environmental Quality Engineer
ing (FY83 assessments of $0.8 million) and cities and towns within Suffolk County 
for the agricultural analysis services of the Suffolk County Extension Service ($0.3 
million in FY83).

Within the assessment funds, $29.3 million was received in FY83 for assessments 
for 43 participating municipalities for debt service and operation and maintenance 
costs in the Metropolitan District sewer system; $23.7 million was assessed on 33 
participating communities for debt service and water usage in the Metropolitan 
District water system; and $22.9 million was received from 37 cities and towns for 
the Metropolitan District Commission park system.

Additionally, $18.5 million was assessed on the 314 cities and towns who are not 
members of the Metropolitan District park system for the operation and mainte
nance of state recreation areas by the Department of Environmental Management. 
Finally, $2.4 million was assessed on the counties for mosquito and greenhead fly 
control activities of the Department of Food and Agriculture.

• Interest on Investments Interest on investments or loans ranked as the fourth 
highest source of departmental revenue in FY83 at $52.3 million. All except $0.5 
million was credited to the operating funds.

Interest income is different from other sources of departmental revenues since 
investment earnings clearly respond to external economic conditions, that is, to 
market interest rates. Thus, interest income, which accrues primarily to the General 
Fund (98% of total FY83 investment earnings), fell to $51.8 million in FY83, a 
third straight year of declining earnings, from a peak of $96.7 million in FY80. The 
impact of this decline is underscored by the fact that, in the operating funds, the 
percentage of total departmental revenues represented by interest income declined 
from 24% in FY80 to 10.2% in FY83. Figure 28 shows a five-year trend for interest 
income in the operating funds.

The negative impact of this decline is counterbalanced to a degree on the expendi
ture side of the balance sheet by a concurrent reduction in inflationary pressures on 
costs of current levels of public services. In the context of the budget cycle, how
ever, declines in interest income are felt immediately, but lower inflation rates often 
take more than six months to affect agency spending patterns. Furthermore, 
agency operating costs are driven largely by personnel expenses, which respond to 
long-term collective bargaining agreements rather than to short-term inflation rats
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Figure 27

Fiscal Year 1983 Department Revenues 
Special Assessm ents
(millions of dollars)

Operating %of
Assess

ment %of
Ail

Budget %of
source Funds Total Funds Total . Funds Total

Consumer Affairs
Public Utilities & Insurance 5.1 53.14% — — 5.1 4.82%

Group Insurance Commission 2.9 30.57 — — 2.9 2.77
Environmental Affairs:

Air Pollution Control 
Districts 0.8 7.88 0.8 0.71
M DC Sewer - — 29.3 30.32% 29.3 27.57
MDC Water — — 23.7 24.49 23.7 22.27
MDC Parks — — 22.9 23.62 22.9 21.48
Environmental Management — — 18.5 — 18.5 17.39
Food and Agriculture 0.3 2.89 2.4 2.44 2.6 2.48
Flood Control Projects O.l 0.65 - - 0.1 0.06

Subtotal Environmental Affairs $1.1 11.42% $96.8 100.00% $ 97.9 91.97%

Other 0.5 4.86% - - 0.5 0.44%

Total $9.6 100.00% $96.8 100.00% $106.4 100.00%

Figure 28

Trends in Interest Income 
Operating Funds
(millions of dollars)

Percent of Total

Period
Departmental

Amount Revenues

FY79 $62.3 23.2%
FY80 96.1 24.0
FY8I 71.8 15.6
FY82 69.0 12.7
FY83 51.8 10.2
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• Licenses and Permits Licenses and permits include revenue received rom in lvid- 
uals, corporations or others for regulation of certain businesses and franchises or 
for regulation of the use of scarce public goods. In FY83, revenues from this source 
amounted to $23.3 million, with over 99% of this total being credited to the operat
ing funds.

As demonstrated by Figure 29, receipts within Consumer Affairs, Environmental 
Affairs, Department of Revenue, Public Safety and the Secretary of State 
accounted for 97.2% of all licenses and permits revenues received during FY83.

The single largest source of revenue from licenses and permits in FY83 was the $3.8 
million received by the Division of Fisheries and Wildlife for hunting, fishing and 
trapping licenses. These receipts are credited to the Inland Fisheries and Game 
fund, where, in FY83, 75.8% of all revenues were from the licenses and permits 
source.

• Court Revenues Court revenues represent fees, fines, surcharges and court costs 
collected by the Judiciary. In FY83 court revenues amounted to $17.1 million, 
representing 3.4% of total departmental revenues. All court revenues are credited to 
the General Fund. Detail is contained in Figure 30.

The total of revenues collected under this source does not represent all revenues 
received by the Judiciary. In FY83, for example, nearly $2.0 million in budgetary 
revenues was collected by the Judiciary in other sources, including $0.5 million in 
fees and interest collected by the Land Court. In addition, the Judiciary is respon
sible for collecting certain fees and fines which go to cities and towns, and for 
administering surcharges which help to offset the expenses of the Massachusetts 
Criminal Justice Training Council. (See “Fines and Penalties.”)

In FY83 the District Attorneys were credited with a total of $0.8 million in confis
cated funds forfeited to the state in drug-related cases. These are restricted revenues 
and may be spent without appropriation.

• Rental Income This relatively minor source of revenue accounted for slightly 
more than 1% of total departmental revenues in FY83. Receipts are collected for 
the use of property owned by the Commonwealth, including rents paid by employ
ees for state-owned accommodations. As demonstrated by Figure 31, revenues 
from this source were split fairly evenly between the two fund groups in FY83.

As shown in Figure 31, $1.1 million is received annually in the operating funds for 
rentals by the Division of Employment Security to offset debt service for the state 
government center; $0.7 million was collected in FY83 by the Department of Pub
lic Works, including $0.5 million for rental of highway service stations and restau
rant sites; and $0.5 million each was collected by Human Services agencies and by 
institutions of higher education.

The principal source of rental income in the assessment funds was from rentals 
associated with camp sites, beaches, pools and skating rinks managed by the Divi
sion of Forests and Parks, accounting for $2.7 million of the $3.0 million total in 
FY83.

• Unclaimed Property This source includes unclaimed deposits which are required 
by law to be paid into the State Treasury and unclaimed money or property that 
escheats to the Commonwealth. In FY83, revenues from this source amounted to 
$15.5 million, all of which is credited to the General Fund.

Receipts from unclaimed funds or deposits with insurance companies amounted to 
$14.5 million in FY83, 93.3% of the total.
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Figure 29

Fisca l Year 1983 Department Revenues 
Licenses and Perm its
(m illions  o f  do lla rs )

Source
Operating

Funds
%of

Total

Assess
ment

Funds
%of

Total

All
Budget
Funds

%of
Total

Consumer Affairs
Banks and Insurance S 3.5 15.37% — — $ 3.5 15.24%
Division of Registration 2.1 9.31 — — 2.1 9.23
Dept, of Public Utilities 1.8 7.82 — — 1.8 7.75
Alcoholic Beverages Control 0.7 2.92 — _ 0.7 2.89
Racing Commission 0.7 2.83 — _ 0.7 2.81
Division of Standards 0.4 1.91 - - 0.4 1.89

Subtotal Consumer Affairs S 9.3 40.16% - - $ 9.3 39.81%

Environmental Affairs
Fisheries & Wildlife S 3.8 16.30% $ - — $ 3.8 16.15%
Marine Fisheries 1.1 4.81 — — l.l 4.77
Other 0.3 1.14 0.2 100.00% 0.5 2.02

Subtotal Environmental
Affairs S 5.1 22.05% S 0.2 100.00% S 5.3 22.94%

A&F Dept, of Revenue $ 3.7 16.05% — _ $ 3.7 15.90%
Dept, of Public Safety:

Division of inspection 2.2 9.51 ' — — 2.2 9.42
Other 0.6 2.55 - - 0.6 2.53

Subtotal Public Safety S 2.8 12.06% - - $ 2.8 11.95%

Secretary of State 1.5 6.44% — — 1.5 6.38%
Other 0.7 3.04 - - 0.7 3.01

Totals S23.1 100.00% S 0.2 100.00% S23J 100.00%
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Figure 30

Jud iciary  Court Revenues FY83

Agency FY83 Actual
Percent 

of Total

Supreme Judicial Court $58,730 0.3%

Trial Courts:
Administration 87,622 0,5
Superior Court 2,840,361 16.6

District Courts 9,681,510 56.7

Probate Courts 4,212,125 24.7

Housing Court 205,775 1.2

Total Court Revenues $17,086,123 100.0%

Figure 31

F isca l Y ear 1983  Department Revenues 
Rental Income
(millions of dollars)

Source
Operating

Funds
%of

Total

Assess
ment

Funds
%of

Total

All
Budget
Funds

%of
Total

Division of Forests & Parks — — 2.7 89.87% 2.7 42.69%

State Government Center 
Department of Public Works:

i. i 32.90%
"

I.I 17.27%

Highway Service Areas 0.5 15.40 - — 0.5 8.09

Other 0.2 6.43 — — 0.2 3.37

Subtotal Department of
Public Works $0.7 21.83% — — $0.7 ll.w/o

Human Services
Public Health 0.3 8.67% — — 0.3 4.55%

Mental Health 0.2 6.76 — — 0.2 3.55

Other .0 0.36 - - - 0.19

Subtotal Human Services $0.5 15.79% - - $0.5 8.29%

Higher Education 0.5 16.21% — — 0.5 8.51%

Other 0.4 13.27 0.3 10.13 0.8 11.78

Total $3.3 100.00% $3.0 100.00% $6.4 100.00%
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• Sales The sale of real or personal property, scrap, obsolete equipment, manufac
tured goods and the like has not been a major source of departmental revenue for 
the Commonwealth, accounting for less than 1% of all departmental revenues for 
each year during the period FY79 through FY83. In the operating funds the 
contribution of sales to the total is even less significant, with sales representing less 
than four tenths of one percent of total departmental revenues.

Sales are a more significant source of revenue in the assessment funds, ranking 
third on a percentage basis in FY83 behind special assessments and fees and total
ling $3.2 million in receipts for FY83. Eighty-seven percent of the assessment fund 
sales revenues in FY83 were received by the Metropolitan District Water Fund for 
sales of water ($1.4 million), power ($1.0 million) and other sales ($0.4 million).

• Contributions Contributions, donations, and gifts received by the Common
wealth are another minor source of departmental revenues, a source which has 
declined annually from nearly 1% of departmental revenues in FY79 to 0.65% in 
FY83.

For the period FY79 through FY83 all contributions to non-restricted revenue 
have accrued to the operating funds. In FY83, 97% of the $4.0 million total was 
received within Human Services ($2.3 million) and Administration and Finance 
($1.5 million). In Human Services, all contributions are received under the donated 
funds program within the Department of Social Services. In A&F, $1.2 million 
was received for fringe benefit recovery from trust funds and $0.3 million for main
tenance of the Charles F. Hurley Building in the Government Center by the 
Bureau of State Buildings.

• Fines and Penalties At $1.6 million in FY83, revenues from fines, penalties and 
forfeits represent the smallest source of departmental revenues. The FY83 perform
ance in this source was consistent with that of prior years.

The single largest source of fine revenues in FY83 came from surcharges levied by 
the District Courts on criminal penalties ($0.5 million). This surcharge was initially 
designed to offset expenses of the Massachusetts Criminal Justice Training Coun
cil. However, the expenses of this Public Safety agency, including fringe, exceeded 
$0.8 million in FY83.

Also in FY83, $0.5 million in fines was levied by agencies within Environmental 
Affairs, including $0.25 million in fines and penalties levied by DEQE for solid 
waste disposal violations and $0.17 million levied for damages within the Metro
politan Parks District.

In addition to the above, $0.3 million in fines and penalties were levied by agencies 
within Consumer Affairs in FY83, including $0.17 million levied by the Alcoholic 
Beverages Control Commission and $0.11 million by the Division of Insurance.

• Miscellaneous Revenues The miscellaneous source includes all revenue not 
included under any other classification. Revenues under this source, however, are 
not insignificant. (See Figure 32.) With receipts of $26.8 million in FY83, miscel
laneous revenues ranked fifth overall as a source of revenue and fourth in the 
operating funds.

In the aggregate, miscellaneous revenues are difficult to estimate as many “one
time” receipts are classified under this source. For example, in FY83, significant 
one-time receipts were collected by the Department of Education for prior year 
assessments ($1.0 million) and by the Department of Community Affairs for a 
court settlement on the distribution of fuel assistance funds ($7.0 million ).

Nearly 70% of all miscellaneous receipts in FY83 were collected by agencies within 
Human Services ($9.7 million) and Communities and Development ($9.0 million).
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Figure 32

Fisca l Year 1983 Department Revenues 
M iscellaneous
(millions of dollars)

Source
Operating

Funds
% of

Total

Assess
ment 

F unds
% of
Total

All
Budget
Funds

%of
Total

Human Services 
Public Welfare Recoupments 5.7 21.24% _ _ 5.7 21.05%
Social Services E9 7.32 - - 1.9 7.25
Mental Health E5 5.56 - - 1.5 5.52
Other 0.6 2.38 - — 0.6 2.36

Subtotal Human Services $ 9.7 36.49% - - $ 9.7 36.18%

Department of Community 
Affairs

Felicetti v. Matthews 7.0 26.30% - - 7.0 26.08%

Other 2.0 7.69 - — 2.0 7.63

Subtotal Community Affairs S 9.0 34.00% - - $ 9.0 33.71%

Education
Department of Education E5 5.47% - - 1.5 5.42%

Higher Education 0.8 3.07 - — 0.8 3.05

Subtotal Education S 2.3 8.54% - - $ 2.3 8.47%

Other 5.6 20.97% 0.2 100.00%, 5.8 21.65%

Total $26.6 100.00% $0.2 100.00% $26.8 100.00%.
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The single largest source of miscellaneous revenue was in the Department of 
Community Affairs where $9.0 million was collected for various miscellaneous 
items, including $7.0 million for settlement of a court case concerning distribution 
of fuel assistance funds (Felicetti, et. al. v. Matthews, et. al.). This latter amount is 
a one-time receipt and will not be available in future years.

In Human Services, the single largest source of miscellaneous receipts is from 
recoupment of ineligible payments in medical assistance and income maintenance 
programs administered by the Department of Public Welfare. Receipts from these 
recoveries totaled $5.7 million in FY83, representing 58.2% of total miscellaneous 
receipts within Human Services.

Consistent with prior years, miscellaneous receipts were not a major source of rev
enue within the assessment funds in FY83, accounting for less than one quarter of 
one percent of total departmental revenues.

FY84 and FY85 Departmental Revenue Estimates As demonstrated in Figure 23, 
FY84 departmental revenue, before administrative or legislative actions planned for  
the future, is projected to exceed FY83 collections by $29.7 million, an increase of 
4.8%. FY85 receipts are estimated to exceed FY84 estimates by $102.1 million, or 
15.8%. However, these comparative numbers are somewhat misleading because of 
recent changes in revenue retention policy.

A better comparison can be given by adjusting the FY84 departmental revenue esti
mates. Controlling only for child support enforcement reimbursements [which were 
budgetary revenues during FY83 ($40.1 million), are retained revenues during FY84 
($50.0 million), and are not recommended for continued retention in FY85 ($55 mil
lion)], the comparable increases in departmental revenues become $79.7 million, or a 
13.0% increase in FY84, and $52.1 million, a 7.5% increase for FY85. This adjusted 
analysis gives a more accurate picture of projected trends for departmental revenue 
collections.

Departmental revenues have, in the past, tended to be somewhat unpredictable, in 
the fiscal years between 1977 and 1983, departmental revenues increased at an aver
age annual rate of 10.6%, ranging from a 19.1% increase in FY80 to a 4.7% decrease 
in FY83. 1 he increase in the base departmental revenue estimate for FY84 is due 
largely to initiatives by Administration and Finance under the Omnibus Fee Bill 
($30.0 million in fee increases across several secretariats), and increased fines and 
assessments established in REAP.

The increase projected in the total departmental revenue base for FY85, after 
controlling for Child Support retained revenue in FY84, is more moderate than the 
growth projected for FY84. The major assumptions in our departmental revenue 
projections lor FY84 and FY85 before the addition of proposed administrative and 
legislative initiatives are discussed below. New departmental revenue initiatives are 
then discussed separately under “Non-Tax Revenue Initiatives.”

• Assumptions in Base Departmental Revenue Estimates FY84 and FY85

• Revenue Initiatives already Implemented New regulations filed by 
Administration and Finance account for $30 million in new revenues 
in the FY84 base, principally in fees, licenses and permits, including 
$17.4 million at the Registry of Motor Vehicles.

• Fees and Tuitions No increase in tuitions is assumed in our base 
revenue projections for either fiscal year. Base tuition revenues are 
estimated at $93.8 million and $94.4 million, respectively, the modest 
increase attributable to enrollment gains.
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Registry of Motor Vehicles fee collections continue to be strong, with 
base estimates of $132.5 million for FY84 and $147.0 million for 
FY85. Increases are largely due to a realignment of lees effective July, 
1983 ($17.4 million). Additionally, $500,000 and $1 million, respec
tively, are included for the implementation of the new SWEDA cash 
management system at all Registry offices.

• Fines and Penalties The major increase in FY84 ($12.5 million) is 
explained by a REAP provision which doubled existing speeding 
fines, with one-half of the revenues going to cities and towns and one- 
half to the state.

• Contributions $3.3 million in new revenues are included in this 
source for FY85 consistent with our recommendation to appropriate 
Megabucks funds for distribution to local Arts Councils. This 
recommendation involves a change in existing law, which currently 
allows $3 million in arts funds to be distributed without 
appropriation.

• Interest Income Interest income estimates for FY84 and FY85 are 
$58.1 million and $60.5 million, respectively. These projections are 
based upon a forecasted gradual increase in interest rates over the 
next two years. No dramatic increase in interest rates due to market 
pressure of federal deficit spending is projected. Earnings for the first 
quarter of FY84 were a strong $15.3 million, up from $11.9 million a 
year ago.

• Reimbursements for Services Changes in this source are explained 
principally in three areas: child support enforcement, group insurance 
reimbursements, and lottery reimbursements. As noted in the preced
ing section of this chapter, child support receipts have been made 
available for expenditure without further appropriation in FY84. 
Receipts of child support payments were $40.1 million in FY83 and 
are estimated at $50 million for FY84 and $55 million for FY85. We 
are not recommending continuation of the revenue retention provi
sions for FY85. Thus, $55 million of the $99.3 million in growth in 
the departmental revenue base is explained by this policy change.

Due to improved collections and audit procedures, the Group Insu
rance Commission expects $16.9 million in reimbursement collections 
for FY84 and $13.9 million for FY85, reflecting substantial increases 
from the $7 million collected during FY83. First quarter FY84 collec
tions were $2.5 million, up from $17,000 in the first quarter of FY83.

Increases in Lottery Administration costs which are reimbursable to 
the General Fund account for $6.2 million of the FY84 increase and 
$7.3 million for FY85.

• Assessments The REAP provision for upfront assessments of cer
tain program costs within the Division of Insurance and Department 
of Public Utilities netted a $6.5 million one-time receipt for FY84. 
However, due to projected growth in these assessment accounts, the 
associated reduction for FY85 is projected at only $4.5 million. In 
addition, a full $2.5 million is included in FY85 for collection by the 

Treasurer of license renewal surcharges after non-payment of parking 
fines under Section 92 of REAP. This estimate is consistent with our 
original estimate, but reflects a one-year implementation lag and 
appears achievable.

• Miscellaneous Receipts For FY84, estimates from this source are 
down nearly $11.1 million from FY83 actuals, principally due to one-
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time FY83 receipts in the Department of Education and the Division 
of Community Affairs.

Medicaid recoveries, including recoveries as a result of bank matches, 
are estimated at $6 million and $6.75 million, and AFDC recoveries 
at $500,000 and $650,000 for FY84 and FY85, respectively. First 
quarter FY84 collections from these two sources totalled $3.3 million, 
however, or more than half the current total estimate; therefore, 
actual receipts may do better than we are currently anticipating.

• Non-Tax Revenue Initiatives Figure 33 summarizes new non-tax revenue initia
tives yet to be implemented in FY84 and proposed for FY85. These initiatives are 
discussed below.

^ __________________ _________  Figure 33

Non-Tax Revenue Initiatives
(millions of dollars)

Administrative Initiatives
Incremental Revenues 

FY84 FY85

A&F Management of User Charges SI.20 $ 30.60
Self-Insurance Program — .04
Environmental Protection Enforcement — .45
Transportation Building Rents — 7.00
DPW Surplus Equipment — 1.00
Assignment Collection Matches - .20

Subtotal $1.20 $ 39.30

Legislative Initiatives FY84 FY85

Conciliation and Arbitration Fees $ - $ .10
Civil Service Exam Fees _ .70
Moving Violations Fines _ 2.00
Court Revenues _ 11.00
Fringe Reimbursements — .60
PERA Assessments — .05
Insurance Assessments _ 1.20
Solid Waste Disposal Fees — 1.50
DPU Assessments — .30
Sale of New Chardon Street Parking Lot — 5.00
Surplus Property Disposition — 3.70
Water and Sewer Authority — 30.70
Recertification of Mental Health Facilities* — 2.00
Register and Title Certain Vehicles and Boats 2.00 9.10
Division of Inspection - .04

Subtotal $3.20 $ 68.00

Total $3.20 $107.30

* This item is a federal reimbursement revenue. All others are departmental revenues.

• Administration and Finance Management o f  User Charges Under the Omnibus 
Fee Bill, EOAF has the authority to set rates for fees and charges. Fees which have 
not been updated in the last two fiscal years will be revised in FY85 under a broad

37



Revenue

review process designed to make all fee structures contorm to current costs and 
policy intentions. For FY84, SI.2 million is expected from new increases, and an 
additional $15 million in new measures is assumed for EY85. (1 otal increase ol 
$16.4 million includes $1.4 million in annualization.)

• Division o f Capital Planning and Operations Initiatives are included lor more 
rapid disposition of surplus property ($3.7 million); parking fees ($0.5 million); and 
for the sale of property ($5.0 million).

• Division o f Personnel Administration Legislation is proposed to charge $20 fees 
for civil service entrace examinations ($0.7 million).

• Transportation Building Rents from leases of retail space and parking facilities 
are estimated at $7.0 million for FY85.

• Fringe Reimbursements Legislation is proposed which would charge the Massa
chusetts Turnpike Authority and MassPort for reimbursements for the retirement 
costs of state police assigned to those authorities, and which would authorize nego
tiations for prior-year liabilities accumulated but not reimbursed ($600,000).

• Division o f Insurance Legislation is proposed to establish assessments for audits 
of domestic insurance companies ($1 million) and to establish up-front assessments 
for life insurance actuaries ($200,000).

• DEQE Solid Waste Disposal Fee Legislation is proposed to establish a “tipping 
fee” for disposal of solid waste into land-fill dump sites. At $1 per ton, revenue is 
estimated at $3.7 million per year. We recommend assigning the revenue partially 
to the General Fund ($1.5 million), with revenues greater than the proposed floor 
to be retained for (1) administrative expenses in DEQE and the Attorney General, 
and for (2) a grant program to encourage conversion from land fill to resource 
recovery facilities.

• Expanded environmental protection enforcement Recommended increased staff
ing in the Attorney General’s environmental protection division will increase collec
tion of fines and penalties ($450,000).

• Fines fo r  moving violations Legislation is proposed which will double fines for 
moving violations, and assign the increase in revenues to the state rather than to 
cities and towns ($2 million).

• Title and Register All Motor Vehicles, Certain Construction Equipment and Boats 
Legislation is proposed which will expand the Registry’s titling program for law 
enforcement and public safety purposes, yielding $2 million in FY84, annualizing 
to $9.1 million in FY85.

• Auction DPW Surplus Equipment This administrative initiative is estimated at 
$1 million for FY85.

• Self-Insurance Broadened participation in this program is estimated to increase 
revenues by $40,000 in FY85.

• Board o f Conciliation and Arbitration Legislation authorizing charges for hear
ing postponements is recommended ($100,000).

• Court Revenues A broad structural revision of fees and fines imposed through
out the state court systems is recommended to increase the level of total state costs 
recovered through revenues ($11 million).

• Public Welfare Assignment Collections Authorization for the use of computer 
matching technologies is recommended to recoup benefits paid to welfare recip
ients receiving workmen’s compensation ($200,000).

• Public Employees Retirement Administration Legislation is recommended to 
charge local systems for the services of the investment advisory group established 
under new pension legislation.

• Department o f  Public Utilities Legislation is proposed to increase the cap on 
assessments from $1.7 million to $2 million.



Revenue

• Recertification o f Mental Health Facilities With appropriate capital funding and 
timely management of capital renovations, $2 million in lederal reimbursements is 
anticipated in FY85.

• Division of Inspection Legislation is pending for a weight scales testing program 
($35,000 annually).

• Water and Sewer Authority Legislation will be filed to create a Water and Sewer 
Authority to administer current MDC operations, which will reimburse the state 
on a current-year rather than reimbursement basis for costs. This reimbursement is 
estimated to yield a one-time receipt of $30.7 million in FY85.

Federal Reim bursem ents

The Executive Office of Fluman Services (EOHS) collects approximately 98% of all 
federal reimbursement revenues. The largest sources of federal reimbursement 
revenue are cash and medical assistance programs for which the federal government 
subsidizes all or part of the program costs (Medicaid, AFDC, food stamps).

Recent Trends Although EOHS federal revenues have continued to increase as a 
result of increased state expenditures, the federal match as a percentage of state 
spending has actually declined over the last few years.

Figure 34

Total EOHS Federal 
Reimbursement 
(000’s omitted)

Percentage of 
EOHS Spending 

(000’s omitted)

1982 $1,009,525 36.8%
1983 1,090,080 38.4%
1984 Estimate 1,060,849 35.5%
1985 Estimate 1,106,913 34.5%

This lower percentage of federal reimbursement represents a trend in federal policy to
reduce federal financial participation for human services programs.

Such a trend is evidenced by the following federal actions:

• A reduction in the basic federal reimbursement rate for AFDC and Medicaid from 
53.56% to 50.13% effective October 1, 1983. The reduction results from a formula 
based on the relative health of the state’s economy compared to other states. This 
new rate is clearly the lowest in recent years and translates into a decrease in fed
eral reimbursement of approximately $70 million from FY83 to FY84.

• The federal Omnibus Budget Reconciliation Act (OBRA) of 1981 included a pro
vision which reduced the rate of federal financial participation in all state Medicaid 
programs. Under OBRA the basic amount of Medicaid FFP was to be reduced by 
3% in federal fiscal year (FFY) 83, 4% in FFY84 and 4.5% in FFY85. The state 
can qualify for a partial offset of this reduction for each of the following conditions 
which it meets:

• Administration of a qualified hospital cost review program (the 
Rate Setting Commission).

• The state unemployment rate equals or exceeds 150% of the 
national average (Massachusetts does not qualify).

• Fraud and abuse recovery efforts yield cash returns in any quarter 
which equal or exceed 1% of federal financial participation (FFP) 
for the previous quarter (Massachusetts may qualify for FY84).



Revenue

A state may receive restoration of the entire OBR A reduction taken in any fiscal year 
if the federal Medicaid spending for the state falls below an expendituie cap (i.e., 
allowable percentage increase over previous year’s expenditures based on the increase 
in the medical care price index). This cap is determined after the close of the fiscal 
year. Because the state does not know what the spending cap will be, it is virtually 
impossible to prepare a revenue budget which accurately predicts losses or restora
tion of losses. The FY85 OBR A penalty for the Commonwealth is estimated to be 
approximately $14 million.

Another potential area of federal revenue reduction is that of disallowances. For 
many federal/state human services programs, the federal government sets specified 
targets for error rate percentages. While these sanctions have rarely been assessed in 
the past, the Reagan Administration has made it clear that it intends to move more 
aggressively against states with error rate problems. Beginning in April, 1983, for 
example, the federal government began assessing Medicaid error rate sanctions pros- i
pectively rather than retrospectively based on estimated error rates. It is possible that !
such a prospective methodology may be applied to the AFDC and Food Stamp pro
grams as well in the future. Sanctions for those two programs have thus far been 
waived by the Department of Health and Human Services. The AFDC sanction, if 
imposed, could result in a revenue loss exceeding $10 million in FY85.

Although all agencies which participate in the Medicaid program (Department of 
Mental Health, Department of Public Health, Mass. Commission for the Blind) are 
affected by the recently imposed Medicaid sanctions and reductions, there are other 
problems facing them as well. The Department of Mental Health has recently expe
rienced Medicaid losses at the state hospitals because most of them do not meet all | 
Life Safety Code standards. Further investment in renovations to meet certification 
requirements will be guided by the facilities investment plan to be published in June, [ 
1984 by the Secretaries of Human Services and Administration and Finance.

In addition to the decertification issue, DMH is under increased scrutiny by the U.S. 
Department of Health and Human Services, which continually audits Medicaid 
claims and has temporarily withheld entire claims pending the results of sufch reviews. 
This noticeable trend toward prospective review rather than retrospective review of 
claims is consistent with the federal policy to tighten control over federal financial 
participation. '■

Revenue Management Efforts Human Services agencies faced with the continued 
decline in federal revenues have implemented a number of short and long term initia
tives designed to offset or at least reduce the impact of such revenue losses.

The Department of Public Welfare is working to reduce the impact of the OBRA 
sanctions. Through cooperation with the Rate Setting Commission, the Common- I 
wealth has been able to qualify for the offset available to states which restrain growth 
in hospital rates to a level below the national average. In FY84 and FY85 the 
Department is also seeking to qualify for the offset available to states with particu
larly effective provider review programs. This effort could avoid up to $7 million in 
revenue losses in FY85.

In recent years both DPH and DMH have attempted to maximize revenue-collec
tions at their facilities through the development of vigorous eligibility determination 
and collection systems, which have resulted in significant increases in third party, 
Medicare and Medicaid reimbursement. EOHS agencies continue to explore new or 
expanded Medicaid initiatives in an attempt to increase federal revenues. In FY85, l 
increases in Medicaid reimbursement are anticipated for home care services provided 
by the Department of Elder Affairs, psychiatric services for clients under 21 years of 
age at two facilities, early intervention services provided by DPH, and eligible serv
ices provided to residents of the Soldiers’ Homes. EOHS continues to explore other
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Medicaid options cautiously, keeping in mind the financial risk of expanding entitle
ment programs.

DSS has made significant progress in maximizing federal child support revenues for 
foster care services. A major effort to collect past revenue resulted in payment to the 
Commonwealth of over $10 million. Currently, DSS is proceeding with an effort to 
improve Social Security (SSI) eligibility determinations and collections and expects 
$1.4 million in increased revenues in FY85.

In addition to federal revenue maximization efforts, agencies are increasing their 
efforts to recoup overpayments to providers and individuals, and are increasing fees 
and charges for services. The projected increase in child support collections ($15 mil
lion or 38% increase between FY83 and FY85 levels) is a prime example of these 
efforts. All of these initiatives will help reduce the impact of the declining trend in 
federal financial participation.

FY84 and FY85 Reimbursement Estimates

We are projecting that federal revenues in the Highway Fund will increase substan
tially in FY85, from $12.1 million to $34.7 million. This increase is in two revenue 
areas:

• $7.6 million from increased Department of Public Works involvement in interstate 
construction and urban highway programs; and

• $20 million from an expanded effort by the Department of Public Works to collect 
some of the state’s accumulated prior-year entitlement to federal highway construc
tion funds by authorizing more eligible projects.

The major assumptions behind our FY84 and FY85 estimates for Human Services 
federal reimbursements are highlighted below. Gains and losses are in comparison to 
August 15, 1983 revenue estimates published by EOAF.

• FY84 Federal Reimbursements

• Medfield State Hospital is decertified as of December, 1983 (loss of 
$0.4 million in Medicare and Medicaid reimbursements for eligible 
patients).

• None of the estimates include approval of a Medicaid expanded 
phase-out incentive waiver for DM H institutions. However, if the 
federal government approves more flexible fire and safety standards 
for facilities, Massachusetts could recoup up to $18 million in federal 
reimbursements lost because of decertification problems.

• Five quarterly payments will be received for the Title XX Social Ser
vices Block Grant, although only three payments were credited to 
FY83 (gain of $15.4 million).

• For the first quarter of FY84, we have assumed that the Common
wealth will qualify for a one percent fraud and abuse incentive offset 
to federal Medicaid error rate sanctions (gain of about $1 million).

• No estimate is included for Medicaid reimbursement for home care 
clients because the Welfare/Elder Affairs plan has not yet been sub
mitted to HHS. Normal federal turnaround is six months for these 
proposals (loss of $3 million).

• We have assumed that the federal government will impose Medicaid 
error rate sanctions of $2.6 million and Food Stamp sanctions of $0.9 
million.

• One million dollars has been included for increased prior year Medi
care Part B claims for eligible DMH clients.

• One million dollars has been included under a new federal waiver 
protecting Medicaid reimbursements for DMH clients to be placed in
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community residences and for current DMH community-based 
clients who are at risk of institutionalization.

• Supplemental appropriations of $47.1 million in Medicaid and $1.0 
million for voucher day care have been assumed with FFP about 50 
percent.

• FY85 Federal Reimbursements

• We have assumed continued losses in FY85 at the state schools 
because of the loss of the Medicaid expanded phase-out incentive 
waiver.

• We have assumed that no additional hospitals will be decertified. 
With the passage of a capital outlay budget and an acceleration of the 
capital spending approval process, $1 million to $1.2 million in fed
eral Medicaid reimbursements lost due to FY84 decertifications may 
be recouped.

• We have assumed federal approval of a Medicaid waiver to provide 
federal reimbursement for home care clients, estimated at $4 million 
in FY85.

• We have assumed that HHS will impose sanctions in Public Welfare 
for error rates above tolerance levels in AFDC ($10.4 million), Medi
caid ($2.0 million) and Food Stamps ($1.4 million).

• An additional $1 million is expected for Medicaid reimbursement for 
eligible clients at the Soldiers’ Homes.

• EOAF is assuming a five percent increase for the per diem rates at 
state schools based upon projected increases in operating and capital 
expenditures. This increase in rates will increase federal 
reimbursements.

• Revenue projections for the second year of the Medicaid waiver for 
community-based DMH clients are $3.0 million.

Intragovernmental Revenues

Besides the tax and non-tax revenue sources detailed above, other resources credited 
to the balance sheet are transfers and intrafund receipts, reversions, and beginning 
balances. Each of these resources is explained below.

Transfers and Intrafund Receipts Transfers and intrafund receipts can be grouped 
into two categories: (1) reimbursements to a fund for expenses which benefit another 
fund and (2) transfers to a fund for special purposes. Examples of the first type 
include transfers from the General Federal Grants Fund to the General Fund to 
reimburse fringe benefits and other indirect costs of programs funded by federal 
grants, and transfers to the General Fund from other budgetary funds for expenses 
of group insurance premiums and use of the motor vehicle pool.

Examples of special purpose transfers include the transfer of the unemployment 
insurance surcharge to the General Fund for economic development programs and 
transfers from the General Fund to cover deficits in other budgetary funds.

Transfers are an essential element of fund accounting. From a budgetary perspective, 
however, the most critical transfers are those which represent revenue transferred into 
budgetary funds from non-budgetary funds, referred to as consolidated transfer 
receipts. Figure 35 details a five-year history of consolidated transfer receipts.
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figure 35

Consolidated  Transfer R eceipts
(millions ol' dollars)

Type of Transfer
Receiving
Fund

Charged
Fund

FY81
Actual

FY82
Actual

FY83
Actual

FY84
Est.

FY85
Est.

Fringe, Indirect, and Space 
Use Cost Recovery

General General
Federal
Grants

$21.6 $16.3 $12.8 $24.5 $24.5

Pension Reserve Portion 
of Fringe

Pension
Reserve

General — — — (13.7) (13.7)

Subtotal $21.6 $16.3 $12.8 $10.8 $10.8

Unemployment Insurance 
Surcharge

General Economic
Development

- - - $14.0 $16.4

Arts Programs Local Aid Arts Lottery — - — 19.8 22.4
Local Aid Lottery Transfer Local Aid Lottery - - - 7.2 18.2

Total $21.6 $16.3 $12.8 $51.8 $67.8

Reversions Reversions are also grouped into two categories, end-of-year lapsed 
appropriation balances and accounts payable reversions.

In projecting surplus statements for a current fiscal year, end-of-year reversions are 
estimated as revenues. Thus, the difference between total projected appropriations 
and end-of-year reversions becomes an estimate of expenditures and encumbrances 
within budgetary funds.

Unspent accounts payable reservations revert to the appropriate fund if they are not 
liquidated by December 31 of the following fiscal year. Thus, reversions of FY83 
accounts payable reservations will be counted as revenue in FY84.

During FY83, EOAF undertook a comprehensive review of the process of reserving 
funds for accounts payable. As a result, reservations for FY83 accounts payable in 
the General Fund were reduced from $207.5 million in FY82 to $158.9 million in 
FY83. This strategy was the source of important savings in FY83, since managers 
encumbered only what they actually thought necessary to cover expenses.

Beginning Balances Beginning balances represent undesignated surpluses or deficits 
in a fund from the fiscal year’s operations carried forward into the ensuing fiscal 
year. As such, beginning balances are treated as non-restricted revenues for purposes 
of fund surplus statements.

Figure 36 provides a five-year history of reversions and beginning balances.
Figure 36

Reversions and Beginning B alances
(million of dollars)

FY81 FY82 FY83 FY84 FY85
Actual Actual Actual Estimate Estimate

Reversions
Accounts Payable $ 46.3 $48.5 $ 80.1 $ 40.6 (a)
End-of-Year 104.5 122.8 149.7 167.0 (a)

Total $150.8 $171.3 $229.8 $207.6 -

Beginning Balances $178.9 S 52.3 $ 39.6 $ 56.9 $39.0

(a) No estimate of reversions is made until after the beginning o f ;i fiscal year.
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A P P E N D I X

Estim ated Statem ents of Surp lus for Operating Funds for FY85
(000’s omitted)

Sources of Revenue
General

Fund
Highway

Fund
Local Aid 

Fund
Fisheries 
& Game

Anti-Trust
Enforcement

Non-Game
Wildlife

Net
Operating

Balance, beginning of year $ 22,073 $ 13,045 $ - $ 480 $326 $ - $ 35,924
Taxes 3,679,456 266,473 1,948,000 371 - - 5,894,300
Transfer from Economic Development Fund 16,400 - — - - - 16,400
Federal reimbursements 1,120,957 34,700 - 1,085 - - 1,156,742
Departmental and other revenue 459.037 168,949 4,246 4.089 350 300 636,971
New revenue proposals:

Administrative initiatives 124,346 7,000 39,600 780 - - 171,726

Legislative initiatives 74,933 9,100 - - - - 84,033

Transfers from Lottery Fund - — 115,000 — — — 115,000

Transfers & intra-fund receipts 85,978 - — 70 — — 86,048

Transfers from Arts Lottery Fund - - 22,450 — — — 22,450

Transfers from General Fund to
249,911cover deficit — — 249,911 — —

Total $5,583,182 $499,267 $2,379,206 $6,875 $676 $300 $8,469,505

General Highway Local Aid Fisheries Anti-Trust Non-Game Net
Appropriations Fund Fund Fund & Game Enforcement Wildlife Operating

S ta te  p u rp o se s :

A g en cy  o p e ra t io n s $2,316,296 $219,695 $194,656 $5,026 $412 $289 $2,736,374

D ire c t & m e d ica l a ss is tan c e 1,903,896 — — — — — 1,903,896

N o n -a g e n c y  co sts 553,781 35,482 3,036 352 — — 592,651

L o c a l A id:

A p p ro p r ia te d 212,267 101,199 2,070,913 — — — 2,384,380

L o tte ry  d is tr ib u tio n — — 96,800 — — —

D e b t serv ice 323,675 100,296 — 227 — — 424,199

T ra n s fe rs  & o th e r  c h a rg e s 13,730 35,588 13,800 792 — — 63,910

T ra n s fe rs  to  co v e r  deficits:
249,911

L o c a l A id 249,911 — — — — —

Total $5,573,555 $492,261 $2379,206 $6397 $412 $289 $8,452,120

Surplus (Deficit) $ 9,627 $ 7,006 $ - $ 478 $264 $ 11 $ 173*5
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APPENDIX

Estimated Statements of Surplus for Assessm ent Funds for FY85
(000's o m itte d )

Sources of Revenue
Recreation

Areas
MDC
Parks

MDC
Sewerage

MDC
Water

Mosquito & 
Greenhead

Net
Assessment

Balance, beginning of year $ 5,404 $ 663 $ $(3,306) $ 285 $ 3,047
Departmental revenue 
New revenue proposals:

22,275 28,019 31,351 26,221 2,215 110,081

Administrative initiatives 578 — — _ _ 578
Increase in deferred assessments - 169 - - - 169

Total $28,257 $28,852 $31,351 $22,915 $2,500 $113,875

Appropriations
Recreation MDC MDC MDC Mosquito & Net

Areas Parks Sewerage Water Greenhead Assessment

State purposes:
Agency operations $17,345 $15,561 $12,625 $11,155 $2,500 $59,185
Non-agency costs 879 467 306 606 — 2,259

Debt service 6,026 10,101 10,285 12,086 — 38,498
Transfers & other charges 2,271 2,723 3,110 4,297 — 12,401
Decrease in deferred assessments - - 5,025 - - 5,025

Total $26,522 $28,852 $31,351 $28,144 $2,500 $117,368

Surplus (Deficit) $ 1,735 $ - $ - $(5,229) $ - $ (3,493)
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Local/Education Aid

Introduction Again this year, the local aid program reflects our commitment to dedicate 40% of
the revenue growth in our three biggest taxes to providing additional financial assist
ance for cities and towns. The package of programs through which we will distribute 
this years $157.6 million in new local aid consists of several components but, as 
the list below demonstrates, assistance to education programs at the local level is our 
central concern. The major elements of our FY85 aid package are outlined below.

FY85
Additional

Program Distribution

• Equalizing Formula
In cooperation with the Legislature, especially the Committees on Ways and 
Means and the Joint Taxation Committee, we have developed a new formula for 
distributing aid to cities and towns in order to compensate for wide disparities in 
revenue-raising capabilities and service costs. This aid, totalling $137.5 million, will 
be distributed through the Chapter 70 and Additional Assistance programs, 
working in tandem, as follows:
. Education aid portion $110.1 million

Within the context of our new needs-based equalizing formula, we have pro
vided the maximum possible amount of new assistance through the Chapter 70 
education aid formula. In addition, a three-tiered review system will ensure that 
school districts receive the funding necessary to promote educational excellence.

• Additional Assistance portion $27.4 million
When the amount of need as determined by our new needs-based formula 
exceeds a community’s Chapter 70 entitlement, the remainder of the equalizing 
aid will be distributed through the Additional Assistance fund. The two pro
grams working within the new equalizing formula target new monies where they 
are most needed.

• Regional school aid $14.0 million
We have provided full funding for regional schools (an increment of $13.1 million) 
and for regional school transportation (an increment of $919 thousand). This is the 
first time Chapter 71 has been fully funded since 1980.

• School/community management improvement $2.0 million 
For the first time, we are supporting a program of incentive grants to school dis
tricts and local governments for joint projects to improve management efficiency.

• Assistance to fringe MBTA communities $4.1 million 
We are recommending reimbursement for MBTA communities which do not 
receive direct'transit services for the costs of their MBTA assessments.

Total new aid in FY85: $157.6 million

In order to be most effective, local aid must be not only adequate, but also predicta
ble and timely. The FY85 distributions for each city and town are nearly final, and 
we expect a joint announcement by the Legislature and the Executive in January. 
Furthermore, we expect to complete cherry sheets in March. Cities and towns will 
know their local aid distributions earlier than ever before. This FY85 local/education 
aid package represents more than four months’ work by a broad group of advisers 
drawn from outside and from inside state government, from both the legislative and 
executive branches. It reflects our success to date in building the foundation for a 
predictable local aid program: the development of a comprehensive and equalizing 
formula for the distribution of additional aid and the development of a coalition 
approach to agreeing on basic policy decisions.

The following discussion describes in more detail our approach to local/education 
aid for FY85. The first section emphasizes the significance of our local commitment 
when compared to national trends. The second section describes the mechanism by
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which FY85 aid will be used to provide funding for educational excellence. 1 he third 
section outlines the approach and techniques which produced the guidelines lor dis
tributing new FY85 aid in an equalizing manner.

Recent Growth in 
State A id

Since the passage of Proposition 2 '/2, the pressure for more state assistance to cities 
and towns has increased dramatically. In response to the stringent fiscal conditions 
imposed on many cities and towns by this property tax limitation measure, the 
Commonwealth has increased direct cherry sheet assistance over the past three years 
by $564.4 million, or 43.8%. Furthermore, our pledge to deliver 40% of the growth in 
revenues from our three major taxes as additional local/education assistance each 
year will ensure that this trend of increasing state aid will continue, even after cities 
and towns have adjusted to the immediate reductions in local revenues caused by 
Proposition 2/2. In fact, in this era of Proposition 2'A, if we continue to give approx
imately $150 million in new aid each year, we will be supplying $2  of new state aid 
for every $ 1 in new revenues raised at the local level.

National data drawn from the U.S. Bureau of the Census underscore the great strides 
we have made over the past two years in increasing the share of local revenues which 
is provided by state aid. As Figure 1 demonstrates, Massachusetts’state aid appro
priations have risen dramatically over the past four fiscal years — from 45% of local 
own-source revenues to 65%. At the same time, the national average for state aid in 
relation to local revenues has dropped — from 61% to 54%.

In fact, primarily as a result of our commitment to increased state aid, our data show 
that state aid as a fraction of local revenues is now higher in the Commonwealth 
than the national average. Underlying this picture is the shift away from the property 
tax as a source of local revenue and toward aid to local communities from revenues 
raised at the state level. Preliminary estimates for FY83 show that, since the late 
1970’s, Massachusetts has moved from 1st in the nation to 11th when ranked on 
property tax burden.

Education A id Our primary and secondary schools are probably a more important symbol of our 
attention to the Commonwealth’s future than any other public program. Building 
roads and bridges, cleaning up the water, improving public transportation systems — 
all of these other programs are compelling signals of our willingness to make signifi
cant investments in the state’s future prosperity. But our children are our future. To a 
large extent, the Commonwealth owes its recent prosperity to the excellence ol its 
higher educational institutions and to the well-trained abilities of its workforce. Our 
primary and secondary schools now demand our attention and support: we cannot 
continue to be an economic leader in the nation unless we can meet the workforce 
demands of our growing technology industry, and related services, like finance.

Our commitment to educational excellence is clearly demonstrated in our FY85 state 
aid program: 80% of the $157.6 million in new aid is part of our program to fund 
educational excellence — $110.1 million in new education aid, $13.1 million in new 
direct aid to regional schools, $919 thousand to fully fund regional school transporta
tion, and $ 2  million for collaborative school/community management improvement 
projects. Our FY85 fund for education represents an increase of almost 14% over last 
year’s education aid.

We are confident that this significant investment in our local educational systems will 
continue to increase the proportion of local education expenses which is subsidized 
by assistance from the state. Our goal is to increase aid to education so that, within 
the next five years, state aid for education will subsidize at least 50% of local educa-
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Assuring Adequate 
Funding for
Educational Excellence

tion expenditures. As Figure 2 demonstrates, our FY84 aid program has already 
made substantial progress toward that goal: state aid through chapters 70 and 71 
now represents over 37% of total local operating expenses for education.

FiSurc 1 Figure 2

State A id / L o c a l Own Source  
Revenue

Percent
70

81 82 83 84*

™ Massachusetts 
-  U.S.

Source: US Bureau of the Census.
Governmental Finances in 1981-1982.

* Projections utilizing trend line analysis and quar
terly revenue reports permit national estimates to 
accompany the actual fiscal 1983 and 1984 Massa
chusetts data.

State Support for Education: 
Aid Items as a Percent 
of School Committee 
Expenditures1

FY82 KY842

Program(s) 
Chapter 70 31.28% 35.27%

Chapter 70 Plus
Chapter 71 33.16% 37.26%

All Education
Items3 42.80% 46.78%

Source: Department of Education.
Notes: I. FY84 expenditures are budget esti

mates.
2. Three budgets are missing for FY84. 

The figures are adjusted accordingly.
3. Total Education Aid equals all 

cherry sheet subtotals for Education 
less Boston teachers pensions, pub
lic library aid, and elderly lunches.

Although some parts of our FY85 Education Aid program flow directly to school 
districts (regional school and regional school transportation aid), the largest compo
nent of new aid for education in FY85 ($l 10.1 million in Chapter 70) is distributed 
initially to cities and towns. We expect that cities and towns will dedicate to school 
districts enough education aid to support high-quality educational programs which 
meet state standards and regulations.

Data from a November 1983 survey by the Department of Education (DOE) con
firm that the vast majority of local governments are providing strong support for 
local education. Based on a sample of 327 school districts, DOE found that 85% of 
the sample districts applied their FY84 Chapter 70 aid disproportionately to increase 
education budgets above the level of FY83 school expenditures. Furthermore, these 
increases occurred despite the fact that 288 of the 327 DOE sample districts experi
enced significant enrollment declines between FY83 and FY84. Thus, it is clear that 
most cities and towns are using education aid provided by the state to invest in better 
education.

However, we do recognize that the competition for scarce financial resources at the 
local level can be keen. Furthermore, the Department of Education is expected to 
issue for FY85 more stringent standards for performance and regulations for school 
operating procedures as a result of the forthcoming recommendations from the Joint 
Committee on Education. In a small minority of our cities and towns, school districts 
may not gain the level of financial support they need to meet the standards for edu
cational excellence which the Department will implement.

Therefore, we will be submitting in January a package of legislation to establish a 
three-tiered approach to assuring adequate local funding for educational excellence. 
We do not want to tie, or earmark, Chapter 70 distributions exclusively to local

3



L o c a l/ E d u c a t io n  A id

The New F Y 8 5  Local 
A id  Form ula

school expenses: school systems vary widely across the state, and only a small minor
ity of local communities fail to pass state education aid on to school districts when 
those funds are necessary. Earmarking is, therefore, too arbitrary an approach.
Instead, we want to establish a flexible, sensitive system to ensure that school districts 
have adequate resources to meet new statewide criteria for excellence.

The components of our three-tiered approach to assuring adequate local school fund
ing are as follows:

Entitlement for Quality Education If a school district is forced to undertake new 
activities to meet state program or performance standards, the school district can 
apply for additional funding from the city or town’s Chapter 70 distribution to sup
port the non-incidental but non-major costs of those new activities. A careful process 
will be established to examine and certify these expenses. First, the school depart
ment will be required to develop a justification for all additional expenses incurred, 
and submit it to a joint committee of the Commissioners of Education and Revenue. 
The Education/ Revenue Committee must find that the costs cannot be accommo
dated within the school district’s existing resources. Once a positive certification of 
financial need is made, that certification becomes an entitlement for the affected 
school department to receive from the city or town’s Chapter 70 distribution that 
amount of funding necessary to conform to new statewide requirements.

Maintenance of Effort Requirement We want to set 85% of the statewide average 
per pupil school expenditure as the minimum acceptable spending requirement for 
every school district in the state. Our approach to assuring adequate funding for edu
cational excellence will require that any school system which falls short of this stand
ard must spend on education at least the same amount of money per pupil as was 
spent in the previous year plus a proportionate share of flexible revenues (net of fixed 
cost increases), including all direct state aid. We want to ensure that potentially 
under-funded school districts receive their fair share of whatever increase in financial 
flexibility is available to the city or town from increased state aid.

Expanded Authority to Improve Below-Average Schools The legislation we submit 
will also include a broad grant of authority for the Commissioner of Education to 
require increased allocations from a city or town’s total new state aid distribution to 
schools falling below established statewide standards of excellence. Again, the Com
missioners of Education and Revenue will jointly certify the need for this additional 
funding for schools from local resources. Before the Commissioner of Education can 
require increased allocations to schools to correct deficiencies, the Commissioner of 
Revenue must certify that the deficiency can be attributed to inadequate financial 
capacity, not to other problems of management, leadership, or general inefficiency.

We recognize that this three-tiered approach to ensuring that local schools receive the 
financial investment they require is complex, but we think that this approach repre
sents a more fair and efficient system than an across-the-board requirement that all 
cities and towns spend all of their Chapter 70 funds on schools. We also recognize 
that, in order to make this three-tiered approach work, we will need to work quickly 
to improve our data on local aid distributions and local expenditures. The lack of 
uniform data to compare school expenditures across cities and towns is now a 
serious deficiency. However, our FY85 budget recommendations for both the 
Department of Education and the Department of Revenue include substantial new 
resources to develop standard, uniform data bases.

The costs of providing essential public services and the revenues available to local 
governments under the constraints imposed by Proposition 2/2 vary dramatically 
across communities. As a result, some communities face a significant disadvantage in
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trying to provide adequate services. This year’s proposed formula for the distribution 
of $137.5 million in incremental FY85 state aid to local governments (Chapter 70 
and Additional Assistance) is designed to reduce both costs and revenue disparities 
over time.

Sum m ary of the A nalytic Build ing B locks

Essentially, we want the distribution of new local aid each year to be as equalizing as 
possible. Some communities have greater revenue-raising capabilities than others 
(e.g., more valuable property); these communities should get proportionately less new 
aid than communities with less fiscal ability. This consideration of revenue-raising 
capabilities has been an essential ingredient of local aid distributions for several 
years. The lottery formula, for example, is explicitly designed to distribute lottery 
revenues on the basis of revenue-raising ability.

But this year, we have taken the concept of equity one step further. Communities 
also vary in the cost of providing essential services. To a limited extent, the Chapter 
70 formula already recognizes cost disparities: Chapter 70 gives proportionately more 
aid to cities and towns with relatively larger numbers of bilingual or special needs 
students on the theory that it takes a more expensive package of educational pro
grams to provide the same level of education to a diverse school population as to a 
homogeneous population.

Our FY85 local aid formula expands considerably on this notion that local distribu
tions should compensate not only for revenue disparities but also for cost disparities 
across cities and towns. The initial articulation of the expenditure needs concept in 
local aid distribution appeared in the March/April 1982 New England Economic- 
Review of the Federal Reserve Bank of Boston. A university faculty team from the 
Harvard-MIT Joint Center for Urban Studies participated in the research for and 
the construction of our FY85 aid formula. Staff of the House Ways and Means 
Committee and Senate Taxation Committee contributed analytic expertise to help 
carry out the full development of the formula.

The Methodology for Calculating Costs Using a statistical technique, we identified 
factors which contribute to a community’s need for and cost of providing a given 
package of public services. This technique allowed us to include only uncontrollable 
cost factors, sorting out other determinants of local expenditures such as the prefer
ences of residents, the level of fiscal resources available, and management inefficien
cies. It would not be appropriate for the state to offset cost differences resulting from 
these other cost factors.

Our analysis identified six significant cost factors which contribute to local 
expenditures:

• weighted full-time equivalent pupils per capita;
• population per square mile;
• employment in wholesale and retail trade, real estate, insurance, and services by 

place of work per capita;
• percent of housing units built before 1940;
• local road mileage per registered vehicle; and
• number of subsidized family housing units.

Each of these factors has an identifiable relationship to expenditures for local serv
ices. The weighted pupil factor recognizes relative education costs and reflects the fact 
that a diverse student body is more expensive to educate than a homogenous one. 
Higher population density increases both police and fire protection costs. Higher lev
els of employment lead to increased demands on local services by commuters. Hous
ing age reflects the impact of infrastructure age on maintenance costs. Road mileage

5



L o c a l/ E d u c a t io n  A id

is an indicator of plowing and road maintenance costs. Finally, subsidized housing 
identifies concentrations of lower-income residents which may lead to higher public 
health and recreation costs. In essence, then, these factors are measures of the extent 
to which local communities are overburdened by their own demographic and eco
nomic characteristics in providing an acceptable level of public services. Therefore, 
we defined these factors as the "uncontrollable” costs of municipal services.

The Methodology for Estimating Revenues Next, we estimated the per capita reve
nues available to each community to offset its uncontrollable per capita costs. For 
this purpose, we defined total revenues as the sum of four individual revenue factors:

• 2 .5% of equalized property valuation per capita;
• motor vehicle excise receipts per capita;
• certified free cash in excess of 10% of the property tax levy per capita; and
• state aid, including each community’s share of direct aid to regional school dis

tricts, per capita.

Using potential rather than actual property tax levy is necessary because full-value 
tax rates vary across communities.

Available revenues vary even more widely across communities than costs. The poor
est community has less than 50% of the statewide average of $1,171 per person to 
spend while the 42 wealthiest communities have revenues in excess of twice the 
statewide average.

The Method for Calculating FY85 Aid Each community’s need for new aid was 
then determined by subtracting estimated per capita revenues from calculated per 
capita costs. For some communities this difference was negative, indicating that 
available revenues are more than sufficient to cover costs. Nevertheless, these com
munities will receive at least as much aid as they did in FY84.

Figure 3

A n a ly s is  of the E q u a liz in g  
E ffe cts  of F Y 8 5  A id
Chapter 70 and Additional Assistance 
Distributions

80

1 2 3 4 5 6 7 8 9  10

Groupings of Communities in Order of Wealth 
(Poorest to Wealthiest, in Deciles)

For the remaining communities, we used the cost-revenue gap to estimate the total 
amount of aid needed to fully cover costs. Each community’s share of equalizing aid 
is proportional to its share of the amount of aid needed to fully cover costs for all 
communities.

A nalysis of the Impact of our FY 85  A id  Formula

Our goal is to provide new local aid in as equalizing a manner as possible. The 
distribution of state aid for FY85 is substantially equalizing. Figure 3 shows how 
Chapter 70 and Additional Assistance monies — constituting about three-fourths of 
all state aid create a powerful vehicle for equalization. The graph shows average 
Chapter 70 and Additional Assistance aid per person for groups of communities 
organized by relative property wealth.

The poorest 35 cities and towns in the Commonwealth receive, on average, $383 per 
person from these two equalizing programs. This is 57% more than the state-wide 
average of $244 and more than three times more than the $121 distributed to the 
communities in the wealthiest decile.

The continued increase in the level of state support for local governments will, over 
the next several years, create a still more equalizing profile of state and local revenue 
sharing in Massachusetts — providing larger per capita amounts of aid to poorer 
communities without reducing the level of aid now distributed to those cities and 
towns with greater property wealth.

6



L o c a l/ E d u c a t io n  A id

Allocating New A id  Between Direct Assistance Accounts

The new equalizing formula was used to establish a maximum amount of new aid 
lor each city and town. Once this “total allowable increment” was established, aid 
was allocated between cherry sheet accounts according to the following decision 
rules:

• add the FY85 total allowable increment” given by the equalizing formula to FY84 
Chapter 70 aid and FY84 Additional Assistance for each community;

• calculate the distribution of a total of $ 1,002,924,612 (FY84 Chapter 70 for cities 
and towns plus $137.5 million new FY85 direct aid) to each community according 
to the Chapter 70 formula, with regional school districts receiving a $100,155,024 
save-harmless allocation, devoid of any pass-through language;

• using the first sum as a maximum, distribute as much as possible under the Chap
ter 70 allocation, with any remaining balance further distributed through the 
Additional Assistance account.

The total incremental aid provided through this methodology is summarized in the 
table below:

. ______  Figure 4

FY85  Direct State A id  for C ities and Towns

FY84 FY85 Increase

Chapter 70 $862,924,613 $972,976,181 $110,051,568
Additional assistance 485,817,308 513,265,735 27,448,427
Regional school aid 47,450,000 60,567,368 13.117.362
Regional school transportation aid 21,109,563 22,028,903 919,340

Combined with an additional $4,119,873 for the reimbursement of the MBTA fringe 
communities for their actual calendar 1982 assessments and.a $2,000,000 manage
ment incentive program administered by the Executive Office of Communities and 
Development, the incremental state aid in Fiscal 1985 is $157,656,570. This figure 
exceeds, for the second consecutive year, the Governor’s pledge to allocate 40% of 
the annual projected growth in the state's “growth taxes” (corporate, income and 
sales) for aid to local government.
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Budget Recommendations

Legislature Summary
(000 ’s o m itte d )

FY83
Approp.

FY83
Expense

FY84
Approp.

Maint.
Budget

FY85

Gov’s
Recom.

Total State Expenditures S31340 $30,310 $36,221 $37,425 $37,425

Federal Grant Funds S - $ - $ - $ - $ -

Retained Revenue $ - $ — $ - $ - $ -

Total Non-Tax Revenue $ - $ 6 $ 6 $ 6 $ 6

The Legislature, the state’s lawmaking body, is composed of two branches, the Senate, 
with 40 members, and the House of Representatives, with 160 members. To support 
the many activities and responsibilities of its 200 members, the Legislature employs 
professional and administrative staff who assist the members in researching and writing 
legislation, providing constituent services, and serving as liaisons to state agencies and 
community organizations.

The FY85 budget recommendation for the Legislature and its staff is $37.4 million 
which is the total amount requested by the Legislature.
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O ffice  of the 
Inspector General

Summary
(000s omitted)

FY83
Approp.

FY83
Expense

FY84
Approp.

FY85

Maint.
Budget

Gov’s
Recoin.

Administration $842 $773 $965 $972 $1,044

Total State Expenditures $842 $773 $965 $972 $1,044

Total Non-Tax Revenue $ - $ 1 $ 1 $ 1 $ 1

The mandate of the Office of the Inspector General is to prevent and detect fraud, 
waste, and abuse in the expenditure of public funds in state and local governmental 
programs. The office includes two divisions. The Investigation Division investigates 
allegations of fraud in government. The Management Division aids governmental 
programs in establishing standards and controls to eliminate potential fraud and 
waste in government, reviews governmental program performance in preventing 
waste in the expenditure of public funds, and reviews proposed legislation that may 
affect fraud and waste in government.

Major Issues

The Office of the Inspector General is experiencing increasing difficulty implementing 
its broad mandate with current staffing levels. In order to obtain the maximum im
pact with limited resources, the Investigative Division concentrates its efforts on those 
investigations that are likely to have the most significant outcomes. Similarly, the 
Management Division directs its efforts toward programs involving large expendi
tures. It focuses particular attention on preventing waste by conducting pre-audits and 
interdisciplinary reviews of governmental programs and providing on-going man
agement assistance.

F Y 8 5  Agenda

During FY85, the Investigative Division will continue to target its efforts on cases 
with the greatest potential impact. The Management Division will initiate a number 
of new projects, including monitoring the proposed expansion of the Worcester Cen
trum, studying non-competitive purchase of service contracts at the municipal level, 
and evaluating purchasing practices in state institutions of higher education.

FY 8 5  Budget Recommendation

Our FY85 budget recommendation for the Inspector General is $1.04 million. This 
recommendation includes $72,065 for three new positions, a management analyst, 
engineer, and administrative assistant, and funds for salary adjustments to increase 
the Inspector General’s capacity to fulfill its broad mandate.
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Judiciary Summary
(000’s omitted)

FY8J
Approp.

FY83
Expense

FY84
Approp.

Maint.
Budget

FY85

Gov’s
Recom.

Supreme Judicial Court $ 8,473 $ 8,327 $ 9,682 $ 19,713 $ 19,783
Appeals Court 1,857 1,872 2,006 2,168 2,212
Trial Court 157,647 138,046 166,828 158,385 158,415

Total State Expenditures $167,977 $148,245 $178,516 $180,265 $180,410

Federal Grant Funds $ — $ 102 $ - $ — $ —

Retained Revenue $ - $ - $ - $ - $ 100

Non-Tax Revenue:
Fees, Licenses & Permits — 573 745 750 750
Other - 18,482 33.503 34,850 47,850

Total Non-Tax Revenue $ - $ 19,055 $ 34,248 $ 35,600 $ 48.600

The Massachusetts constitution provides that

Every subject of the Commonwealth ought to find a certain remedy, by having 
recourse to the laws, for all injuries or wrongs which he may receive in his person, 
property, or character. He ought to obtain right and justice freely, and without 
being obliged to purchase it; completely, and without any denial; promptly, and 
without delay; conformably to the laws.”

The task of administering justice has become increasingly complex. Today, the 
Massachusetts judiciary includes the Supreme Judicial Court, the Appeals Court and 
the Trial Court. Together, these courts provide service to over a million people each 
year.

Supreme Judicial Court The Supreme Judicial Court (SJC) plays an important 
role in the formation of legal principles regarding the conduct of all residents of the 
Commonwealth and the protection of their rights and liberties. The SJC has original 

„i jurisdiction over certain cases and hears appeals on decisions of the Trial Court and
Appeals Court. In addition to the general superintendence of the state judicial system 

jj and the Massachusetts Bar, the SJC is responsible for making or approving all rules
for the procedures and administration of the courts and for rendering advisory opin
ion on important questions of law, under certain constitutional conditions, to the 
Governor, the Legislature and the Executive Council. The SJC also oversees the 
operations of the Judicial Conduct Commission, the Board of Bar Examiners and 
the Mental Health Legal Advisors Committee. It also administers contracts for Cor

ns rectional Legal Services and SSI Disability Representation. The case load of the SJC
has grown from 475 cases in 1979 to 1,053 cases in 1983.

Appeals Court The Massachusetts Appeals Court is an intermediate appellate court 
and handles most of the decisions/cases appealed from the several departments of 
the Trial Court. The caseload of the Appeals Court has grown fifty percent in five 
years, to 838 decisions in 1983.

Trial Court The largest component of the judiciary is the Trial Court, which is 
divided into seven departments: Superior Court, District Court, Probate and Family 
Court, Land Court, Boston Municipal Court, Housing Court and Juvenile Court.
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• The Superior Court handles serious criminal cases and civil cases where damages 
in excess of $7,500 are involved.

• The District Court has jurisdiction over all misdemeanors and some less serious 
felonies, as well as civil jurisdiction for amounts not exceeding $7,500. The District 
Court also has jurisdiction over juvenile matters except in those areas of the state 
covered by the Boston, Bristol, Springfield or Worcester Juvenile Courts.

• The Probate and Family Court has jurisdiction over divorce, annulment and 
affirmation of marriages, separate support, custody of minors and mental incom
petents, the probate of wills and estates and petitions for change in name.

• The Land Court has statewide jurisdiction and processes title to real estate and 
handles other matters pertaining to the ownership and use of real estate.

• The Boston Municipal Court has jurisdiction, essentially similar to that of the Dis
trict Court, within the City of Boston.

• The Housing Court handles civil and criminal matters involving landlord-tenant 
disputes and violations of housing and sanitary codes.

• The Juvenile Court has jurisdiction over juvenile offenders, abused and neglected 
children, truants and runaways.

The Chief Administrative Justice is responsible for the effective management of all
Trial Courts within the Commonwealth and directly oversees the provision of many
services throughout the system such as jury management, probation and the law
libraries. According to the most recent Trial Court Annual Report, a total of
1,159,230 cases were initiated in the Trial Court Departments in 1982.

Major Issues

Management Improvements Significant management improvements have been 
made in the court system since the Unified Trial Court was established in 1978.
These improvements have enabled the court departments to reduce caseload and 
paper processing backlogs and to increase savings and revenue collections.

• With the centralization of certain accounts, savings have been realized on purchas
ing of such items as equipment, printing, maintenance contracts, library materials 
and employee bonding.

• Increased funding for clerical help has decreased the paper processing backlogs, 
particularly in the area of support enforcement in probation departments of the 
District Court and the Probate and Family Court Departments.

• By the end of FY84, 25 of the 69 District Court Divisions and the Boston Munici
pal Court Department will be equipped with “Systematic,” an automated system 
which will simplify and expedite the processing of case-related papers through the 
use of memory typewriters and multi-part forms.

• The Probation Receipt Accounting System has been implemented in a number of 
probation departments across the state. The system provides a more efficient 
means of tracking probation receipts and disbursements and, where implemented, 
has yielded an increase in total receipts of up to 11%.

• The Office of the Commissioner of Probation has also begun automating its cen
tral file system. This system handles over 1.9 million transactions on a yearly basis.

• The “one-day-one-trial” Middlesex Jury System continues to be expanded 
throughout the Commonwealth. This system not only provides more effective jury 
service, but results in savings to the state through reduced jury costs.

Three problems currently facing the Trial Court are longstanding and system-wide. 
They are the deteriorating condition of court facilities, the administration of defense 
services to the indigent and the issue of effective personnel management.

Court Facilities The most serious problem confronting the court concerns the rapid 
deterioration of courthouse facilities in many parts of the state. Under the Court
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Reorganization Act of 1978, the Commonwealth assumed a statutory obligation for 
the rental of courthouses from the counties at rates intended to cover the cost of their 
operation and maintenance. Since that time, the Commonwealth and the counties 
have been involved in a prolonged dispute about the amount of rent due to the coun
ties. Each year, pursuant to the above-mentioned law, a determination of the equita
ble rental payment is made. In 1982, the equitable rental payments ranged from 
SI.88 to SI2.44 per square foot. Actual payments, however, ranged only from $.71 
to $4.71 per square foot. In response to the level of rental payments made by the 
Commonwealth, the counties have, in some locations, cut back in services provided 
to the courts.

In some courthouses, curtailed services impede the most effective use of available 
facilities, while, in others, lack of funds for relatively minor repairs and renovations 
prevents any use of some courtrooms. Worse yet, some conditions imperil the health 
and safety of persons employed in or using certain courthouses.

The condition of the Suffolk County Courthouse presents particularly compelling 
documentation of this problem.

All Departments of the Trial Court in the Suffolk County Courthouse suffer from 
overcrowded and inadequate facilities. Recently, this situation was compounded 
by the bursting of a waterpipe in the Old Courthouse, causing substantial damage 
to the quarters of the Boston Municipal Court, the Land Court and the Suffolk Div
ision of the Probate and Family Court Department. At the same time, as a result 
of years of neglect, one-third of the elevators in both the New and Old Court
houses have been immobilized as unsafe for use. The remaining elevators are 
insufficient to meet current needs. Thousands of employee-hours and lawyer- 
hours are consequently lost each week because of slow elevator use. Recent heavy 
rains forced, because of ceiling leaks, the temporary evacuation of four offices of 
the Supreme Judicial Court.

Despite such needs, the courts, as tenants, are without funds to make those repairs 
and renovations necessary to ensure the most advantageous and safe use of these 
facilities.

Indigent Counsel Another issue of concern in the Trial Court is the administration 
of constitutionally mandated legal services to indigent criminal defendants. The 
annual cost of these services will reach approximately $14 million in FY84.

Services are currently provided in several different ways. The Massachusetts Defend
ers Committee provides such services. In some cases, representation is provided by 
the Roxbury Defenders Committee. The Chief Administrative Justice has, in 11 
counties, contracted with Bar Advocate Programs for indigent defense counsel.
Finally, judges sometimes appoint private counsel to cases, or individual lawyers may 
represent a client on a pro-bono-publico basis.

This fragmented system has been extremely costly. Attempts to standardize eligibility 
requirements and insure quality representation have been frustrated by the lack of a 
centrally managed system. Thus we supported legislation recently passed and signed 
into law creating the Committee for Public Counsel Services. This new law places all 
indigent counsel services under one central administrative agency.

Personnel Management Personnel management in the Trial Court system was 
dramatically improved through the Court Reorganization Act of 1978. Under the 
provisions of that act, the Chief Administrative Justice was given authority to assign 
Justices of the Court to locations where workloads were highest. In this way, the 
court has been able to target limited resources to areas of greatest need. This same 
flexibility, and thus efficiency, has not been provided in the assignment of non
judicial personnel; for example, clerks, assistant clerks, probation officers, assistant
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probation officers and clerical personnel. The reassignment of these personnel is cur
rently subject to three separate levels of approval.

In only a few cases has the Trial Court had the benefit of assigning court personnel 
to a different location than those to which they were originally assigned. The implica
tions of the current restrictions are severe, as documented in the following cases.

• There is a court location at which there is a single trial session conducted two days 
a week. There are five assistant clerks appointed to that court at salaries of 
approximately $30,000 to staff trial sessions. These persons are not available for 
reassignment to locations where there are insufficient numbers of clerks.

• A court has an established excess of approximately 15 clerical personnel due to the 
legislative elimination from the courts of the responsibility for processing parking 
violations. Request to reassign has not been granted even though the reassignments 
would be within the same building.

The Judiciary estimates that it could save close to $1 million in FY85 if it could 
transfer personnel among courts. Without this flexibility, however, these savings are 
unachievable.

The restriction against transferring non-judicial personnel has also significantly 
affected implementation of the Administration’s agenda to relieve prison overcrowd
ing. The overcrowding situation in our state and county prisons has been well docu
mented and publicized. Population management techniques which broaden the 
options in deciding whether incarceration is necessary and for how long are key to 
the successful response to overcrowding. Members of the Judiciary have been 
actively involved in the development of these efforts.

Many of these efforts have not been implemented. For example, an intensive proba
tion supervision program was recommended by the Governor’s Anti-Crime Council 
in the summer of 1983. This program would provide a highly structured probation 
sentence as an alternative to incarceration for certain offenders and, on a pilot basis, 
would reduce the state prison population by 50 inmates per year. At the same time, it 
was recommended that the use of restitution and community service programs be 
expanded in five probation offices. These programs would reduce the inmate popula
tion in the county jail system by about 50 per year.

Although several probation offices have volunteered to implement these new pro
grams, they do not have a sufficient number of personnel to do so. Additional proba
tion officers for the state court system is not the answer. There are many courts with 
higher probation staffing levels than necessary. Currently, these staff resources are 
not being deployed effectively.

FY 85  Agenda

Court Facilities We must do something to improve the disastrous conditions of our 
county courthouses. We propose to address this problem in FY85 by submitting 
legislation to create a Court Facilities Commission. This Commission will oversee the 
maintenance and operation of any court facilities for which the state assumes owner
ship. In addition, the Commission will determine and pay equitable rents for those 
buildings remaining under county ownership. Employees at buildings whose owner
ship is assumed by the Commonwealth will continue in service as state employees. 
The expense incurred by the Commonwealth through this effort will be offset by 
additional state revenues generated by an increase in the Registry of Deeds fee.

Indigent Counsel The reorganization of the administration of these services 
through the establishment of the Committee for Public Counsel Services should 
result in significant savings by standardizing eligibility requirements as well as our
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method of payment. Centralized administration should also improve our ability to 
ensure quality representation.

Personnel Management In order to provide for more effective personnel manage
ment, we strongly recommend that existing law be amended to allow the Chief 
Administrative Justice to transfer non-judicial personnel between courts. The need 
for continuity and stability in court staffing is recognized and will not be jeopardized. 
Language would prohibit transfers of personnel which are beyond reasonable dis
tances from the employee s original appointment. The merits of transferability are 
unquestionable from a fiscal, management and programmatic perspective. They 
include:

• Savings of nearly $ 1 million;
• Staffing matched with workload;
• Implementation of initiatives to reduce prison overcrowding.

FY 85  Budget

Our FY85 budget recommendation for the Judiciary is $180.4 million. This amount 
is $144,485 over funding necessary to continue current operations. Even though the 
total funding recommendation has increased by only a slight margin, funding for 
several expansion items has been included. Most of the expenses to be incurred by 
these expansion items will be offset by a projected savings of over $800,000 in jury 
expenses due to the expansion of the “one-day-one-trial”jury system to five counties 
by the end of FY85. Major expansion items recommended include:

• $59,423 for increased staffing in the Supreme Court and Appeals Court to address 
rising caseloads;

• $309,824 for the Jury Commissioner for expansion of the “one-day-one-trial” jury 
system to Hampden and Worcester Counties;

• $27,000 for an additional attorney for Massachusetts Correctional Legal Services. 
This position is intended to help reduce prison overcrowding by insuring that cases 
are moving through the correctional system at an appropriate rate and to protect 
the rights of individuals incarcerated in our overcrowded prisons;

• $635,156 for the further implementation of the Probation Receipt Accounting 
system;

• $234,653 for two new centralized accounts for lawbook purchases and computer 
assisted legal research;

• $31.8 million is recommended in a new account under Administration and Finance 
to fund a bill to be filed by the Governor which will provide for the creation of a 
Court Facilities Commission. This account will fund the activities of the Commis
sion including the maintenance and operation of state-owned facilities and rental 
payments to counties for county-owned facilities; and

• $14.3 million is recommended for the new Committee for Public Counsel Services 
under the Supreme Judicial Court.

We are recommending that the probation department establish an intensive supervi
sion program and restitution and community service programs. The judiciary can 
implement these programs without new personnel if able to reassign existing staff to 
the necessary locations. We will recommend legislation to grant the Chief Adminis
trative Justice the authority to address this problem through transferability of non
judicial personnel.
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D istrict Summary
Attorneys <ooo-s omitted)

FY83
Approp.

FY83
Expense

FY84
Approp.

FY85

Maint.
Budget

Gov’s
Recom.

Administration $20,375 $20,631 $24,720 $26,432 $27,411

Total State Expenditures $20,375 $20,631 $24,720 $26,432 $27,411

Federal Grant Funds $ 25 $ 50 $ 26 $ - $ -

Retained Revenue $ - $ 844 $ 500 $ 500 $ 500

Total Non-Tax Revenue $ - $ 44 $ 30 $ 40 $ 40

District Attorneys are elected to four-year terms to represent the Commonwealth in 
all criminal and civil matters. District Attorneys’ offices prosecute cases at all levels of 
the judicial system including the Supreme Judicial Court. There are 11 regional 
districts in Massachusetts, each of which is represented by one District Attorney. The 
districts are: Suffolk, Northern, Eastern, Middle, Western, Northwestern, Norfolk, 
Plymouth, Bristol, Cape Cod and the Islands, and Berkshire.

Major Issues

The composition of the District Attorneys’ offices and operations vary from district to 
district. However, issues of concern to all District Attorneys are victim/witness 
assistance, child support enforcement and drug enforcement, and the lack of 
standardized information.

Victim/Witness Assistance In recent years it has become apparent that the 
successful prosecution of many crimes, especially violent crimes such as murder and 
rape, requires specialized victim/witness assistance. The trauma of negotiating the 
criminal justice system maze often discourages people from participating in seeing 
justice served. The result can be the dismissal of a case or the inability to successfully 
prosecute. Victim/witness programs provide a broad range of supportive services 
including advising victims of their rights, scheduling court appearances, pretrial case 
preparation and counseling.

Child Support Enforcement Child support non-payment cases have historically 
been handled, for the most part, by the Department of Public Welfare. District 
Attorneys assisted the Department in prosecutions of only a small number of cases 
because of limited resources and backlogs in the DA’s offices. The increased 
complexity of these cases has made it clear that legal enforcement efforts are often 
needed to increase compliance in this area. In FY84 funds were appropriated in the 
Department of Public Welfare to establish Child Support Enforcement programs in 
each District Attorney’s office.

Drug Enforcement Each District Attorney participates in the statewide Drug Task 
Force. Coordinated by the Attorney General, this Task Force includes investigators 
from the State Police, Metropolitan Police, Registry Police, state tax inspectors, and 
local police. The State Police Narcotics Unit, part of this Task Force, was established 
during FY84. State troopers are assigned to individual DA’s offices, enabling the 
prosecutor to be involved in a narcotics case from the preliminary stage.

Fragmented Data Systems Throughout the Commonwealth, District Attorneys 
suffer from a lack of standardized information. The automation of case management
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and statistical data would enable the District Attorneys to perform their prosecutorial 
duties more effectively and efficiently. Currently, each District Attorney is operating 
with different, often incompatible, data processing systems. Information sharing and 
cooperative crime-fighting efforts among District Attorneys’ offices and other state 
and local agencies are hampered by this fragmented data system.

FY 85  Agenda

Over the past several years the Commonwealth has absorbed the costs of many 
victim/ witness programs formerly funded by federal LEAA grants. We are 
recommending expansion of these programs in the Northern, Eastern, Plymouth, and 
Cape and Islands districts to provide adequate services in the courts.

The District Attorneys will continue the child support enforcement efforts begun in 
FY84. This will contribute to an increase in collections by the Department of Public 
Welfare of $5 million in FY85.

We are recommending additional funding and language in the State Police Narcotics 
Unit account in Public Safety to allow the allocation of funds to the various District 
Attorneys’ offices for costs related to these activities such as informant telephone lines 
and investigative equipment. Each District Attorney will thus be provided with the 
authority and responsibility to manage drug investigations and the related expenses.

The District Attorneys have requested funding for PROM IS (Prosecution 
Management Information System) to address their need for a comprehensive 
standardized data processing system. We recommended funding in an FY84 capital 
outlay amendment for the purchase of computer hardware and are recommending 
funds in the FY85 data processing reserve under Administration and Finance for the 
standardization of data processing.

FY 85  Budget Recommendations

Our recommendation for the District Attorneys for FY85 is $27.4 million. This 
amount is $727,000 over that necessary to continue operations at the FY84 level and 
includes the following major expansion items:

• $446,011 for staff expansion;
• $108,000 for expanded victim/witness assistance.
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Executive Summary
(000 s omitted)

FY83
Approp.

FY83
Expense

KY84
Approp.

FY85

Maint. Gov’s 
Budget Recom.

Governor's Office S2.I01 $2,232 $2,171 $2,487 $2,487
Committee on Criminal Justice 137 137 239 262 277
Lieutenant Governor's Office 522 522 798 867 1,105
Governor's Council 23! 220 269 288 288
Military 3,7X4 3,874 3,819 4,096 4,145
Civil Defense 493 492 530 572 582
Governor's Highway Safety Bureau 65 67 121 129 229

Total State Expenditures $7,333 $7,544 $7,947 $8,701 $9,114

Federal Grant Funds $9,508 $5,582 $7,790 $ - $6,808

Retained Revenue $ - $ 1I8 $ 120 $ 120 $ 120

Total Non-Tax Revenue $ - $ 23 $ 5 $ 6 $ 6

The Governor of the Commonwealth of Massachusetts exercises supervision over the 
agencies of the Executive branch of state government. The Governor has the author
ity to call the Governor’s Council, the power to adjourn, prorogue or convene the 
General Court, and is Commander-in-Chief of the state’s military forces. He also has 
the power of pardoning offenses, and nominates and appoints all judicial officers, 
with certain exceptions. No money can be paid out of the treasury of the Common
wealth except by warrant signed by the Governor.

In addition to the Office of the Governor, this branch includes the Office of the 
Lieutenant Governor and the Governor’s Council. The Committee on Criminal Jus
tice, the Miltary Division, the Civil Defense Agency, and the Governor’s Highway 
Safety Bureau, all executive agencies, are under the administrative jurisdiction of the 
Executive Office of Public Safety, and are discussed in that section of the narrative.

Office of the Governor

The Executive Office is the base of operations for the Governor and his Chief Secre
tary (Chief of Staff). The office and the staff must reflect the philosophy of the Gov
ernor and his commitment to honest, effective government. The Governor’s Office 
includes a number of separate offices. These include:
• Legal Counsel
• Scheduling Office
• Correspondence Office
• Personnel Office
• Legislative Office
• Press Office
• Advisor on Women’s Issues
• Western Massachusetts Office
• Office of Community Services

Our FY85 recommendation for the Governor’s Office is $2.4 million. The Governor’s 
Office budget is presented in a new account structure for FY85. This new structure 
was recommended by the Joint Committee on Post Audit and Oversight. We believe 
that this provides a clearer picture of the expenditures of the Office.
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Office of the Lieutenant Governor

The Office of the Lieutenant Governor was created in 1692 for the purpose of estab
lishing an orderly procedure for the transfer of responsibility and power upon the 
absence, resignation or death of the Governor.

The Lieutenant Governor presides over the Executive Council in the absence of the 
Governor and is a member of the Council when the Governor is present. He also 
serves as Vice-Chairman of the Governor’s Anti-Crime Council and as a member of 
the Economic Development and Human Resources Cabinet.

In addition, the Lieutenant Governor exercises supervision over the Office of 
Federal-State Relations and the Office of Federal-Local Relations.

The Office of Federal-State Relations is responsible for coordinating and managing 
relations between the state and federal governments. The Office maintains profes
sional staff both in Washington and Boston. The Washington staff monitors the 
development of administrative policy and legislative initiatives, legislation in Con
gress and grant programs. This staff also communicates the needs and positions of 
the Governor and the Commonwealth to our Congressional delegation and federal 
agencies after review and approval by the Governor, Lieutenant Governor and 
Cabinet Secretaries. The Boston staff works closely with state officials to develop 
positions on pending policy initiatives and legislation. They also coordinate the flow 
of information from the state to the federal government. During FY83, the Office 
has been responsible for bringing several million federal dollars into Massachusetts.

The Federal-Local Relations (FLR) program serves as a liaison between cities and 
towns, state government and the federal government. FLR works closely with 
mayors, selectmen, city councilors, housing and community development officials 
and with the Commonwealth’s Washington office to communicate the needs and 
positions of cities and towns to members of the Massachusetts congressional delega
tion and the federal agencies. In particular, FLR is active in assisting municipalities 
in obtaining grant money from the federal government.

The Governor’s FY85 recommendation of $ 1.1 million for the Lieutenant Governor’s 
Office including the Offices of State-Federal and State-Local Relations is a 39% 
increase over the FY84 appropriation and allows for the addition of one position in 
the Lieutenant Governor’s Office and five positions in the Office of Federal-State 
relations.

Governor’s Council

The Governor’s Council is comprised of eight members who are elected every two 
years from special districts. The Council is responsible for the confirmation of guber
natorial appointments, particularly judges, and must approve all warrants for pay
ment from the State Treasury.

The Governor’s FY85 recommendation for the Governor’s Council is $287,825 and 
represents an increase of $18,275 to cover salaries and administrative expenses.
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Secretary of the 
Com m onwealth

Sum m ary
(000’s omitted)

FY83
Approp.

FY83
Expense

FY84
Approp.

FY85

Maint.
Budget

Gov’fc
Recom.

Total State Expenditures $7,686 $ 7,257 $ 7,116 $11,180 $ 9,684

Federal Grant Funds $1,056 $ 1,076 $ 1333 $ 1,200 $ 1,200

Retained Revenue $ - $ 277 $ 350 $ 350 $ 350

Non-Tax Revenue:
Fees, Licenses and Permits — 13,329 14.332 14,912 14,912
Other - 7 4 15 15

Total Non-Tax Revenue $ - $13336 $14336 $14,927 $14,927

The Secretary of the Commonwealth’s operations are comprised of three bureaus: 
the Public Information Bureau, the Public Records Bureau, and the Commercial 
Bureau.

The Public Information Bureau’s responsibilities range from assisting individuals with 
questions about state government to conducting statewide elections. The Bureau is 
organized in six divisions, Elections, Census, Citizen Information Service, Tours and 
Education, the State Bookstore, and the Western State House office. The Elections 
Division manages all aspects of the state election process, from printing of ballots to 
the tabulating and reporting of final results. The duties of this division apply to federal 
and state primaries and elections, as well as to certain local elections.

In FY85, the Census Division will administer the decennial state census. This census 
will serve as the basis for apportioning and reapportioning the electoral districts for the 
state Senate and House of Representatives and the Governor’s Council.

The Citizen Information Service and the State Bookstore provide information to the 
general public on the programs administered by state government and on the laws and 
regulations of the Commonwealth. The Tours and Education Division gives free 
guided tours of the State House. The Western State House office of the Secretary of 
the Commonwealth provides information and other services to citizens of the 
Commonwealth who reside in the western part of the state.

The Public Records Bureau is comprised of two major divisions, Public Records and 
Archives. The Division of Public Records administers and enforces the state’s Fair 
Information Practice Act and the Lobbyist Disclosure Law by compiling and publish
ing information on lobbyists, political candidates, and committees, and by promoting 
citizens’ rights to records filed by state agencies. In FY85, in concert with the initiatives 
described in the A&F narrative to improve the state’s purchasing practices, the Public 
Records Division will develop and begin publication of a register of goods and serv
ices. The purpose of the register is to promote competition among businesses that bid 
on contracts to supply goods and services to state agencies. The cost of the register, 
which will be published monthly, will be partially defrayed by subscription fees from 
businesses.

In FY85, the Archives Division will open the new State Archives and Records Center 
at Columbia Point in Dorchester. The Center will feature the Massachusetts Archives 
Museum which is responsible for collecting and preserving historical documents for
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the Commonwealth. The Center will also house the state’s record management 
activities which include cataloging and microfilming state agency records.

The Commercial Bureau registers profit and non-profit corporations, securities brokers, 
and agents doing business in the Commonwealth, and collects registration fees from 
them. The Bureau also investigates consumer complaints involving securities and 
takes legal action if warranted. Another important function of the Commercial Bureau 
is the compilation and publication of the Code of Massachusetts Regulations.

The FY85 budget recommendation for the Secretary of the Commonwealth is 
$9.6 million, an increase of $2.5 million over the amount needed to maintain current 
operations. The bulk of this increase will fund the relocation and start-up costs asso
ciated with the opening of the new State Archives and Records Center and the costs 
of the state Primaries and State Elections to be held in September and November of 
1984.
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Treasurer and 
Receiver General

Summary
((KK)'s omitted)

FY85

FY83
Approp.

FY83
Expense

FY84 Main!. 
Approp. Budget

Gov’s
Recom.

Office of Treasurer $ 5,795 $ 5,754 $ 6.458 $ 7,153 $ 7,697
Board of Retirement 1, 144 1,162 1,460 1,68.1 1,695
Commissioner on Firemen’s Relict 8 8 9 10 10
Emergency Finance Board 70 64 72 72 72
State Lottery Commission .12.872 128..146 .17.418 45,341 45.141
State Debt .197,841 400,0.15 445.898 465.377 465,177
Local Aid 492,127 491,416 488,721 485.719 51.1,266
Pensions 197,926 20.1,122 203,446 260.711 247,911

Total State Expenditures $1,127,78.1 $1,229,907 $1,183,482 $1,266,066 $1,281,369

Federal Grants Funds $ - $ - $ -  $ - $

Retained Revenue $ - $ .18,067 $ 35,000 $ - $

Non-Tax Revenue:
Fees. Licenses and Permits $ - $ 47 $ 48 $ 48 $ 48

Reimbursements for Services — .11.177 .17,659 44.748 45,438

Other - 254 10 10 10

Total Non-Tax Revenue $ - $ 31,478 $ 37,717 $ 44,806 $ 45,406

The State Treasurer is an elected, constitutional officer of the Commonwealth. The 
Treasurer has formal jurisdiction over the Office of the Treasurer, the State Board of 
Retirement, the State Lottery Commission and the Emergency Finance Board. The 
108 staff members of the Office of the State Treasurer coordinate receipts and disbur
sements of all state funds, and the staff of the State Board of Retirement administer
the State Employees’ Retirement System.

Major Issues

In addition to receipt and disbursement control, the Treasurer’s responsibilities 
extend to financial management of the state’s funds:

• Careful coordination of demand deposits in various banks in the Commonwealth 
to ensure the availability of funds for disbursements.

• Temporary investment of cash balances received as departmental and tax revenues: 
these short-term investments are anticipated to yield $60.5 million in FY85, subject 
to fluctuations in interest rates. Such investment activities attempt to maximize 
interest income while assuring the availability of sufficient funds for required state 
disbursements.

• Payroll and retirement benefit processing: the Office of the Treasurer writes payroll 
checks for all state personnel and processes all payroll advances. With oversight by 
the Treasurer, the State Board of Retirement administers the State Employees’ 
Retirement System, processing contributions from 77,000 state employees and 
making payment of retirement benefits to over 30,000 retired state employees and 
beneficiaries.

• Disbursements of State Lottery funds: a growing responsibility for the Office of the
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Treasurer has been the disbursement of winnings from Massachusetts’ highly suc
cessful state-sponsored lotteries.

The State Treasurer also has major responsibilities for managing and supervising the 
state’s debt. In addition to making payments on general bond indebtedness, the 
Treasurer annually assesses communities for and makes payments on the special pur
pose debt of the metropolitan commissions for water, sewers and parks. As a 
member of the Finance Advisory Board, the Treasurer helps formulate recommenda
tions to the Governor and to the Legislature concerning the state’s financial structure, 
debt marketing plans, and future debt financing obligations.

Other major programs fall within the jurisdiction of the State Treasurer. The Victims 
of Violent Crimes Program compensates victims for their out-of-pocket losses result
ing from violent personal crimes. Since the program’s inception in 1967, over $8 mil
lion has been expended by the Treasurer’s Office for this function. The Veteran’s 
Bonus Commission was established to make payments to veterans of World War I, 
World War II, the Korean War, and the Vietnam War. Finally, the Abandoned 
Property Program allows the State Treasurer to claim for the Commonwealth 
monies and other property held by banks, insurance companies, corporations, and 
other businesses which have remained unclaimed by the lawful owner for a period of 
five years.

FY 85  Agenda

In FY85 the Treasurer and the Executive Office for Administration and Finance will 
work cooperatively to manage future pension liabilities and develop pension policies. 
These initiatives are discussed in the narrative for the Executive Office for Adminis
tration and Finance. Also discussed in the section are the Governor’s recommenda
tions for collaborative efforts to control state indebtedness while maximizing the 
Commonwealth’s ability to make necessary capital investments.

The Treasurer will continue to provide technical assistance to other state agencies to 
streamline entry of payroll information. The efforts by these state agencies to moder
nize and computerize fiscal and personnel management systems will provide more 
timely and accurate information to the Treasurer for monitoring receipts, forecasting 
disbursements, and processing payroll and retirement payments. Improvements in 
these systems will increase the state’s interest earnings on cash funds.

The new automated payroll system, PM1S, will generate an increased workload for 
the Office of the Treasurer, from the current level of two million checks issued annu
ally, to five to six million checks per year. We will closely monitor the need for 
backup equipment, additional printers, and consultants to enable the Treasurer to 
handle efficiently a new weekly state payroll system.

The growing demand for compensation under the Victims of Violent Crimes Pro
gram has continued to exceed the available resources. This program, administered by 
the Attorney General with disbursement by the Treasurer, is designed to make the 
criminal justice system more responsive to victims of violent crime by compensating 
victims for medical expenses and lost wages arising from violent crimes.

The Governor’s state-wide Anti-Crime Council has developed proposed amendments 
to the existing legislation for compensation of violent crime victims. Our budget 
recommendations include $546,000 to fund proposed amendments, which are 
designed to make the system of compensation fairer and more adequate. Among 
those amendments are the following:

• Eliminate the $100 deductible on compensation amount. This deductible, created to 
eliminate frivolous or trivial claims for compensation, is especially unfair to rape
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victims, whose medical costs are frequently below SI0 0 , and the elderly, for whom 
$ 1 0 0  may represent a large loss.

• Increase the maximum level of compensation from $10,000 to $25,000. This higher 
level of compensation reflects inflation (particularly for medical expenses) since 
1967, when the program was enacted.

• Extend eligibility to parents or other relatives of homicide victims in order to per
mit compensation for burial expenses and for unmet medical expenses of those
victims.

FY 85  Budget Recommendations

For FY85 the Governor recommends $1,281 million in funding for the State Treas
urer. Of this amount, $54.8 million is recommended for administrative expenses of the 
Office of the Treasurer and related boards and commissions. Included in this total is 
$1.7 million for compensation of victims of violent crimes, a 42% increase over FY84 
funding for this program.
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ate Auditor Summary
(000’s omitted)

FY83
Approp.

FY83
Expense

FY84
Approp.

FY85

Maint.
Budget

Gov’s
Recom.

Administration $7,226 $6,739 $7,738 $8,459 $8,459

Total State Expenditures $1,232 $1,219 $1,950 $1,154 $1377

Non-Tax Revenue:
Federal Reimbursements $ - $ 10 $ 10 $ 10 $ 10
Reimbursements for Service — 40 40 40 40
Other - 1 - - -

Total Non-Tax Revenue $ - $ 51 $ 50 $ 50 $ 50

The State Auditor is charged with improving the efficiency of state government by 
auditing the administration and expenditures of public funds and reporting the 
findings to the public. An elected official, the Auditor is responsible for bi-annually 
reviewing the activities and operations of approximately 700 state entitites. In 
addition, his department reviews and analyzes the contract compliance of private 
vendors doing business with the Commonwealth. The scope of these audits extends 
beyond the accuracy of financial statements and includes an evaluation of overall 
management operations.

The Division of Local Mandates was created as a special unit within the office by 
Proposition 2/j. Serving as a liaison between the state and its municipalities, this 
division is charged with determining the financial impact of proposed or actual 
legislation and regulations on the Commonwealth’s cities and towns. To date, the 
Division has responded to over 50 issues at the request of local officials. These 
determinations resolved questions as to whether the state or localities should pay for 
certain mandated programs.

The Division of Special Services investigates the financial standing of private business 
and vocational schools applying for certification with the Department of Education. 
These investigations are intended to protect student’s tuition payments against the 
possible financial failures of the school.

FY 8 5  Budget Recommendation

Our FY85 budget recommendation of $8.5 million will enable the State Auditor to 
maintain operations at the current level.
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Attorney General Sum m ary
(000’s omitted)

FY83
Approp.

FY83
Expense

FY84
Approp.

FY85

Maint.
Budget

Gov’s
Recom.

Administration $6,669 $6,591 $ 8,177 $ 9,494 $ 9,986
Other 2,568 2,376 2,968 3,103 3,218
Commission on Uniform State Laws I8 15 18 19 19

Total State Expenditures $9,255 $8,982 $11,163 $12,616 $13423

Federal Grant Funds $ 65 $ 134 $ - $ - $ -

Retained Revenue $ - $ 86 $ 450 $ 110 $ 110

Non-Tax Revenue:
Federal Reimbursements $ - $1,043 $1,504 $1,504 $1,504
Fees, Licenses & Permits — 219 269 269 269
Reimbursements for Services — 33 30 30 30
Other - 309 860 435 885

Total Non-Tax Revenue $ — $1,604 $2,663 $2,238 $2,688

The Office of the Attorney General represents the Commonwealth in all legal proceed
ings in state and federal courts. Approximately 75% of the cases that the AG handles 
involve defending the Commonwealth when a state law or executive action is chal
lenged. These include cases dealing with contract, land damage, tort and workmen’s 
compensation matters and other suits seeking monetary awards from the Common
wealth. In FY83, the AG defended 2,717 cases.

In addition to defending the Commonwealth, the Attorney General helps enforce the 
state’s laws by prosecuting cases dealing with environmental protection, Medicaid 
provider fraud and other instances of unlawful receipt of government benefits. The 
AG’s office also represents the consumer’s interest in utility and automobile and health 
insurance rate setting procedures.

Major Issues

The Attorney General’s Office has experienced a significant increase in its defensive 
and affirmative caseloads. Whenever a major new law is passed or regulations are 
changed, the AG sees new related cases. The public is increasingly resorting to litiga
tion to settle issues, and the number of cases in which the AG must defend the 
Commonwealth increased by several hundred in FY84. More and more cases are 
being filed against state agencies. Human service agencies, in particular, are the target 
of increasing numbers of cases regarding rights to services. The 1980 passage of legis
lation to improve the system of public construction (Chapter 579 of the Acts of 1980) 
continues to contribute to additional litigation for the Contracts Division.

The AG’s activity in affirmative litigation has also expanded considerably in recent 
years. Public awareness of and interest in the illegal dumping of hazardous waste and 
explosive materials have led to increased prosecutorial efforts in these areas. The AG’s 
involvement in the prosecution of unlawful schemes in the delivery of governmental 
benefits, Medicaid provider fraud, tax fraud and arson-for-profit cases continues to 
grow. The AG also continues to represent consumers in rate setting cases, helping to
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alleviate the drastic effect that the skyrocketing costs of fuel, utilities, insurance and 
other basic necessities can have on the cost of living.

FY85  Agenda

The Attorney General plans to expand efforts to defend and enforce the Common
wealth’s programs and policies in FY85. The office’s role in generating costs savings 
and ensuring effective delivery of public services is critical.

Staff expansion in the Civil and Government Bureaus will be required to meet the 
AG’s rising defensive caseload. The costs of such expansion will be more than offset 
by savings resulting from their successful defense of the Commonwealth against 
damages sought by private parties. The AG currently saves the state millions of dollars 
a year.

The efforts of the Criminal Bureau, the Public Protection Bureau and the Depart
ment’s Medicaid Fraud Control Unit will also increase. Experience in these areas has 
shown that only rigorous prosecution will deter those who voluntarily break our laws. 
As other agencies increase their efforts to ensure compliance with state laws and regula
tions, it is imperative that the Office of the Attorney General maintain a corresponding 
enforcement capacity.

Efforts to cut down on illegal drug trafficking in the Commonwealth will be expanded 
through the office’s coordination of the Statewide Drug Task Force, which includes 
investigators from the State Police, MDC Police, Registry Police, local police, and 
state tax examiners.

FY 85  Budget Recommendation

The FY85 budget recommendation for the AG is SI3.2 million. This amount is 
$607,375 above the level necessary to maintain current operations and includes fund
ing for staff expansion, for additional data processing equipment for the Medicaid 
Fraud Control Unit, and for the payment of expert witness fees in connection with 
auto and health insurance cases.
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State Eth ics Summary
Com m ission (0 0 0 ’s omitted)

FY83
Approp.

FY83
Expense

FY84
Approp.

FY85

Maint.
Budget

Gov’s
Recom.

Administration $708 $692 $753 $793 $793

Total State Expenditures $708 $692 $753 $793 $793

Total Non-Tax Revenue $ - $ 46 $ 11 $ 11 $ II

The State Ethics Commission was created in 1978 to administer and enforce the 
state’s financial disclosure and conflict of interest laws. The financial disclosure law 
requires that every candidate for state or county office, every elected state or county 
official and certain designated state and county officials who hold major policy
making positions file an annual statement of financial interests. These statements are 
designed to identify any interests or associations which may create a potential for 
conflict with an individual’s official responsibilities. The Commission renders written 
advisory opinions upon requests from any of these officials regarding their duties 
under the conflict of interest law. It also attempts to fully explain the conflict of inter
est and financial disclosure laws to those covered by them. They prepare and distrib
ute publications, sponsor conferences and seminars, publish public versions of all 
their opinions and major enforcement documents, and work in close cooperation 
with other agencies at all levels of government.

Major Issues

The major issue confronting the Ethics Commission in FY85 is its increasing 
enforcement role on the local level. While matters coming to its attention involving 
state employees have leveled off, those involving municipal employees have increased 
by over 114% in the past four years.

FY 85  Budget Recommendation

Our FY85 budget recommendation for the State Ethics Commission is $792,803. This 
funding level represents a 5.3% increase over FY84 and will allow them to fill one 
additional position to meet the increasing number of inquiries received from 
municipalities.
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ecutive Office 
■ Administration 
d Finance

Secretariat Summary
(O(K)’s o m itte d )

FY85

FY83 FY83 FY84 Maint. Gov’s
App rop . Expense Approp. Budget Recom.

Policy Coordination $ 6.II6 $ 6,069 $ 9,122 $ 10,029 $ 17,080
Centralized Management of 
Administrative Resources 24,625 23,961 23,271 23,267 23,705
Fiscal Management 4,349 4,140 4,585 4,815 5,303
Revenue Management 77,629 79,688 87,383 92,646 104.692
Capital Resource Management 19,602 21,004 23,081 28,525 63,272
Human Resource Management 7,556 7,560 7,943 8,422 9,202
Employee Benefits Administration: 
Health Care Coverage 116,216 119.188 142,299 189,818 187,898
Employee Benefits Administration: 
Pensions 157,748 178,710 169,639 218,644 201,308
Reserves, Claims and Judgements 48,464 35,620 69,723 8,458 135,581

Total State Expenditures $462,305 $475,940 $537,046 $584,624 $748,041

Federal Grant Funds $ 3,769 $ 3,324(A) $ 3,638 $ 3,485 $ 3,485

Retained Revenue $ - $ 34,448 $ 32,816 $ 6,974 $ 6,974

Non-Tax Revenue
Federal Reimbursements $ - $ 2,632 $ 7,408 $ 7,838 $ 7.930
Fees, Licenses & Permits — 4,866 5,838 5,874 6,674

Reimbursements for Services — 9,525 18.198 16.027 16,027

Special Assessments - 3,099 3,884 5.085 5,135
Other - 2,671 4,705 3.680 65,569

Total Non-Tax Revenue $ - $ 22,793 $ 40,033 $ 38,504 $ 108.243

(A) Includes FY83 expenses for the Council on Arts and Humanities.

Unlike the other executive divisions of state government, the Executive Office for 
Administration and Finance (A&F) serves primarily other state and local government 
agencies. As the chief fiscal monitoring agency for the executive branch, A& F’s mis
sion is to promote the fiscal stability of state government. Accordingly. A&F ensures 
that agency expenditures across state government do not exceed available annual rev
enues, and if revenues are inadequate to support necessary state services, it is A&F 
that initiates administrative and legislative proposals to increase revenue collections.

However, A&F’s role in serving clients outside state and local government should not 
be overlooked. The Secretariat’s broad fiscal mandate extends its services to a variety 
of taxpayer, citizen advocate, and business promotion organizations outside state 
government. This broader coordination of the state’s activities as a partner in the 
Commonwealth’s economy represents A&F’s most essential function.

In addition to its role as fiscal overseer, A&F manages a variety of central government 
services which coordinate administrative activities across all state agencies. The major 
administrative functions which A&F performs, and the key A&F agencies responsible 
for those activities, are outlined in the list below. In this capacity, A&Fs clients are 
the departments and employees of state and local governments throughout the 
Commonwealth.

A&F’s responsibilities fall into seven broad categories:
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Policy Coordination Ensure that the Governor’s general goals and key initiatives are 
carried out (Offices of Economic Development, Educational Policy, Human Resources, 
Massachusetts Endowment for the Arts and Humanities).

Centralized Management of Administrative Resources Promote efficiency through 
appropriate central management to reduce functional duplication and take advantage 
of economies of scale (Office of Management Information Systems, Motor Vehicle 
Management Bureau, Purchasing Agent, Bureau of Administrative Services).

Fiscal Management Provide fiscal and administrative management assistance to state 
agencies (Budget Bureau, Federal Funds Unit, Comptroller).

Revenue Management Collect state revenues and oversee local revenue collection 
(Department of Revenue).

Capital Resource Management Make the most productive use of scarce physical and 
debt resources:

• Capital Planning (Division of Capital Planning and Operations, Transportation 
Building, Bureau of State Buildings).

• Debt Management (Mass. Bank and Debt Management).

Human Resource Management Ensure access to and fair treatment in public employ- ( 
inent, and promote employee productivity (Department of Personnel Administration, | 
Office of Employee Relations, Massachusetts Commission Against Discrimination, 
Office of Affirmative Action, Hearings Officers, Tort Claims Administration).

Employee Benefits Administration Provide for the health and welfare of public
employees:

• Health Care Coverage (Group Insurance Commission). i
• Pensions (Teachers’ and Public Employees’ Retirement Systems, Public Employee 

Retirement Administration, Workmen’s Compensation, Unemploynent Insurance).

FY85  Agenda

In the past, A&F’s central management functions have frequently been eclipsed by 
the Secretarat’s broad fiscal responsibilities. In FY85, throughout the various A&F 
agencies, the agenda emphasizes management improvement. We intend to address 
some of the state’s major fiscal and administrative problems through broad efforts to 
improve agency and program management. Increased management efficiency will help 
us control major “fixed” costs while improving the ability of state government to 
achieve results.

The following discussion is organized around specific A&F management initiatives. 
The description of each initiative outlines the problem to be addressed, describes the 
FY85 approach to improving program management and performance, and summarizes 
the agency budget requests that will support the FY85 program agenda.
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Administration and 
Finance —
Policy Coordination

Summary
(000’s omitted)

FY83
Approp.

FY83
Expense

FY84
Approp.

FY85

Maint.
Budget

Gov’s
Recom.

Executive Office $ 616 $ 569 $ 599 $ 615 $ 741
Governor’s Policy Offices — — 740 775
Mass. Endowment for the 
Arts & Humanities 5,500 5,500 8,524 8,673 15,564

Total State Expenditures $6,116 $6,069 $9,123 $10,028 $17,080

Several offices budgeted within Administration and Finance are responsible for policy 
and program coordination across executive agencies. These offices include the Gover
nor’s Offices of Economic Development, Human Resources, and Educational Affairs, 
and the Massachusetts Endowment for the Arts.

Governor’s Policy Offices

Many of the most pressing problems facing state government today defy the tradi
tional solutions offered by the existing organizational structure. Complex and multi
faceted, these problems demand responses from agencies and programs throughout 
state government. Housing the homeless, for example, requires the services of the 
Department of Mental Health, the financial benefits of the Department of Public 
Welfare, and the housing resources of the Executive office of Communities and Devel
opment. Similarly, the activities of a multitude of agencies and programs directly affect 
the state’s economic development: the Executive Office of Economic Affairs provides 
a variety of business assistance; Transportation and Construction builds and maintains 
the infrastructure that sustains economic activity; Communities and Development 
supports the municipal and neighborhood revitalization efforts that spur employment 
and income growth.

With a multitude of programs across state government addressing different aspects of 
a single problem, it has been difficult for the Commonwealth to develop a coherent 
statewide response. Recognizing this problem, the Governor has established three 
offices to coordinate and oversee policy and program development in the areas of 
Economic Development, Human Resources and Educational Affairs. By integrating 
and refocusing the efforts of agencies throughout the executive, these offices help avoid 
both wasteful duplication of services and gaping holes in the state’s response to a prob
lem. Over the past year, these offices have played key roles in the development of 
coordinated strategies for ensuring economic development, housing the homeless, and 
caring for the elderly. In FY85 and future years, their efforts will continue to increase 
the effectiveness of individual agencies and programs and of state government as a 
whole in addressing today’s pressing and increasingly complex problems.

M assachusetts Endowm ent for the Arts and Humanities

The historic and cultural resources of Massachusetts enjoy a national reputation. 
Artists working in South Boston lofts, interpreters at Plimoth Plantation, and actors 
in community theater productions in Williamstown along with world-renowned insti
tutions like the Boston Symphony Orchestra and the Museum of Fine Arts contrib
ute to the state’s cultural environment.
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The quality of this environment affects all of us who live and work in Massachusetts. 
We all benefit from the opportunity to attend, participate in, learn about, or create, 
diverse and numerous cultural activities. Similarly, the availability of these resources 
draws millions of tourists to the state — visitors who by spending money while they 
are here increase sales for local providers of goods and services and raise the level of 
tax dollars collected by the state. On a more permanent basis, our “quality of life” — 
determined in part by our cultural resources helps persuade firms to locate or 
expand in Massachusetts. While business location decisions rest on a number of 
factors, the quality of the local environment is always near the top of the list. In short, 
an active and growing cultural community brings us significant economic as well as 
qualitative benefits.

Strengthening the cultural environment is one of our predominant goals. Equally 
important is our commitment to expanding access geographic and cultural to 
these resources. We have established arts councils in virtually every community in the 
state to help support local endeavors; we have developed a number of programs to 
introduce school children to cultural education; and we have actively increased 
corporate support for the public programs of cultural institutions.
To unify our policies and programs that support the cultural environment and to help 
make our administrative dollars stretch further, we have consolidated the two agencies 
whose primary mission is the support of cultural activities across the state. The new 
agency, the Massachusetts Endowment for the Arts and Humanities, administers all 
the programs previously under the jurisdiction of the Massachusetts Council on the 
Arts and Humanities and the Arts Lottery Council. It also has responsibililty for the 
school field trips to certain institutions that were, until EY85, funded in separate line 
item accounts.

Through planning, advocacy, and direct funding, the Massachusetts Endowment 
pursues three goals; it stimulates public participation in the arts and humanities 
through an array of funding programs and initiatives like the Institute for the Arts 
program (discussed below); it identifies sources of non-state support (also discussed 
below); and it channels Arts Lottery revenues, spent at the discretion of local and

I

|
<

regional councils, to cultural groups and artists across the state. In administering the 
Arts Lottery fund, the agency is guided by statutory regulations. In sum, the activities 
conducted by the Endowment help sustain key cultural groups, stimulate support for 
the contemporary arts, advance education in the arts, and broaden access to cultural 
resources.

Major Issues Cultural institutions in Massachusetts have been hard hit by the reduc
tion in federal funding that has occurred since 1981 and by cuts in local school budgets
that formerly paid for cultural activities in classrooms across the state. The health of ( 
these institutions is further threatened by increasing costs for maintenance and opera
tions. In order to preserve and stimulate cultural activity, the state must help these 
organizations find expanding and reliable means of support. This need is particularly 
urgent in view of competition for scarce cultural talent from wealthier states in the 
West and South.

FY85 Agenda During FY85, the Endowment will continue to pursue strategies 
to help local organizations and individuals sustain the quality of the state's cultural 
life and to widen public access to cultural resources.

• Planning Major efforts in FY85 will focus on expanding the audience for arts and 
humanities institutions and for individual artists’work and on a major international 
festival celebrating “Arts and Technology.”

• Support fo r  Cultural Institutions The Endowment will continue to move toward | 
its goal of funding 10% of cultural institutions' operating budgets through its Merit 
Aid Program. It will seek further to increase the amount of corporate support for
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Administration 
and Finance —
Centralized Management 
of Administrative Resources

basic programs of cultural institutions. The increasingly active support of the cultural 
environment by the business community represents an important trend in funding 
and diversifying access to cultural resources. These programs will serve over 400 
cultural groups across the state.

• Expanding Opportunities for Education Through the Cultural Resources Program 
and the Institute for the Arts, the Endowment enhances children’s learning in the 
arts and humanities by linking schools to creative artists and to the educational 
resources of cultural institutions. These programs provide teachers and principals 
with new opportunities to bring arts and humanities into the classroom and facilitate 
students’ exposure to creative works in progress as well as to exhibits of completed 
efforts.

• Improving the built environment In conjunction with the Division of Capital 
Planning and Operations, the Endowment is implementing the Percent for the 
Arts Program. This program requires that high quality art work be planned into 
the design and construction of all public buildings. Projects in at least 15 new sites 
will be initiated during 1985.

FY85 Budget Recommendation

The FY85 budget request for the Massachusetts Endowment for the Arts and 
Humanities is $15.6 million. This figure includes increased funding for the distribu
tion of Arts Lottery revenues ($3.3 million for local and regional arts councils) and 
for support of cultural institutions. It also incorporates funds for school trips to cer
tain institutions previously funded in separate line items.

Sum m ary
(000’s omitted)

FY85

FY83
Approp.

FY83
Expense

FY84
Approp.

Maint.
Budget

Gov’s
Recom.

Office of Management 
Information Systems $14,969 $15,218 $12,703 $12,834 $ 13,234

Bureau of Administrative 
Services 1,059 1,041 873 869 887

Office of Telecommunications - — 311 324 399

Purchasing Agent 848 .1,136 859 1,011 1,128

Motor Vehicle Management 
Bureau 5,107 3.256 4,517 4,223 4,062

Bureau of Special Investigations 2,193 2,905 3,481 3,477 3,477

Hearings Officers 330 311 372 385 385

Tort Claims Administration 119 95 155 145 134

Reserves 48,465 35,620 69.723 8,458 135,581

Total State Expenditures $73,090 $59,582 $92,994 $31,726 $159,287

In addition to its fiscal management and policy coordination responsibilities for the 
executive branch, the Executive Office of Administration and Finance provides a 
broad range of centralized services to all three branches of state government. The 
services are primarily administrative and include computer systems maintenance and 
operations, central printing and postal services, records storage and microfilming, 
managing the state’s vehicle pool, coordinating procurement of equipment and sup
plies, and technical assistance in systems, purchasing, and financial matters. Five
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agencies under EOAF are responsible for administering these services: the Office of 
Management Information Systems (OM1S), the Office of Telecommunications, the 
Bureau of Administrative Services, the Motor Vehicle Management Bureau 
(MVMB), and the Purchasing Agent.

Major Issues

In their efforts to improve line-agency operations and to contain costs for adminis
trative services, A&F agencies encounter five major obstacles. One obstacle is the 
lack of sufficient resources to provide adequate technical assistance to line agencies. 
Line agencies often draw on the expertise of A&F agencies’ technical and profes
sional staff for advice and assistance in the areas of systems, telecommunications, 
procurement procedures, auditing and accounting. In the past, due partly to non
competitive payscales for technical staff, personnel caps and cutbacks, and difficulties 
in reclassifying positions, the A&F agencies have not been able to respond ade
quately to line agency requests for technical assistance. As a result, agencies have 
come to rely heavily on the services of expensive, private consultants for assistance 
with technical problems and projects. Beyond the issue of the high price of these 
services, the use of outside consultants greatly reduces the opportunities for coordina
tion between agencies, for sharing of ideas, and for development of joint strategies to 
meet related responsibilities. In FY85, we are proposing a number of initiatives to 
enhance the capacity of the A&F agencies to provide technical assistance.

A second obstacle is that the administrative and support services provided by A&F 
agencies are, in many instances, administered in a manner that is not responsive to 
agency needs. Agencies must often wait weeks or months to receive services that, 
with adequate staffing and more professional management, could be performed in 
days. In addition, the product delivered by the A&F agencies is sometimes inferior to 
services purchased from private vendors because the equipment used by the A&F 
agencies is outmoded or in need of repair. To address these concerns, A&F agencies 
will take several steps in FY85 to upgrade and restructure their services.

In FY85, A&F agencies will also help line agencies resolve three problems they face 
in managing administrative resources. The most serious of the problems is the dearth 
of management information. Managers at many line agencies have no readily avail
able, reliable source of information with which to perform basic management func
tions, such as monitoring agency spending and employee productivity. In FY85,
A&F will work with line agencies to implement a number of information systems 
which will generate more accurate and current information concerning many aspects 
of agency operations, including personnel, account expenditures and revenue collec
tions, and contracts and other procurement activities. These systems will facilitate the 
line agency managers’ determination of how to allocate administrative resources and 
will give them more control over agency expenditures for administrative services, 
enabling them to respond more quickly to changes in conditions that affect agency 
operations.

A second problem confronting line agencies is the amount of staff resources that is 
consumed by tasks and activities that are unnecessarily labor-intensive and cumber
some. Agency staff presently spend a great deal of time reviewing and compiling 
information by hand which could be processed more quickly and accurately by an 
automated system. In FY85, A&F will implement systems to automate a number of 
the burdensome clerical functions in line agencies.

The third problem line agencies face is controlling growth in administrative expenses. 
Each year, the costs of supplies and equipment, telephone and data processing and 
other services, continue to rise. To stay within their budgets, agency managers are
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put in a difficult position. They must either spend a greater share of funds on admin
istrative services, leaving less for essential staff costs, or do without necessary supplies 
and services, resulting in lower staff productivity. In FY85, A&F will introduce sev
eral steps to control growth in administrative expenses. These steps will produce sig
nificant savings at the line-agency level.

FY 85  Agenda

The FY85 initiatives for the A&F agencies that provide centralized services address 
two broad concerns, improving line-agency operations and containing expenses for 
administrative services. The inititiatives fall into four general categories: enhancing 
the A&F agencies’ capacity to provide technical assistance; upgrading and expanding 
support services to agencies; implementing management information and office 
automation systems; and managing administrative expenses.

Technical Assistance To enhance the A&F agencies’ role of providing technical 
assistance to line agencies, we are proposing initiatives in the following broad areas in 
FY85:

• Train existing staff in professional and technical skills, and upgrade posi
tions The Comptroller’s Division, for example, will institute a professional devel
opment program to train middle-level staff in the areas of auditing and accounting.

Pending passage of the Technical Pay Bill, OMIS will seek to reclassify and 
upgrade many of its technical positions to encourage the talented data processing 
professionals currently employed at OMIS to remain, and to attract highly quali
fied individuals to state employment when new positions become available.

• Improve the productivity o f professional and technical staff with support services 
and equipment In FY85, OMIS will purchase “user-friendly” software and 
micro-computers for its User Services Center (USC) which will allow user agency 
staff to access data and perform simple computer operations. This, in turn, will 
free up USC systems programmer/analysts to focus on helping the more advanced 
agency users to maintain their own systems, and to develop new automated 
systems for other agencies.

• When necessary, hire new staff with specialized skills To implement the initiatives 
described later in this narrative to restructure the state’s procurement process, the 
Purchasing Agent will supplement its staff of procurement specialists and buyers 
with individuals who possess expertise in collective and competitive purchasing 
practices in the private sector.

• Implement and maintain new• systems in-house rather than through private 
consultants For a number of large-scale systems projects scheduled to become 
operational in FY85, OMIS staff will work with agencies to implement and main
tain the systems in-house, rather than contracting with private firms. These in- 
house teams will be able to operate new systems at significantly lower costs than 
private firms. In addition, because of OMIS’ indepth knowledge of both systems 
applications and government operations, the in-house teams will be more respon
sive to the needs of user agencies.

Support Services We are proposing the following initiatives in FY85 to make A&I 
agencies more responsive to agency needs and to encourage line agencies to utilize 
centralized services:

• Systems In FY85, OMIS will devote considerable resources to upgrading its 
Technical Support Unit (TSU), the unit which develops and maintains the soft
ware required to operate OMIS’computer hardware. Agencies that use OMIS sys
tems will benefit directly from the upgrading of the TSU. A new consultant team 
will greatly facilitate the implementation of new systems. Staff training, combined
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with new network diagnostic equipment, will enable the TSU staff to identify and 
correct systems problems more quickly than is presently possible, and should 
reduce turnaround time for all user agencies.

Also in FY85, OMIS will construct a local area data processing communications 
network which will link together a number of pieces of computer hardware in the 
State House and the John W. McCormack building that presently operate auton
omously. The network will improve day-to-day systems operations for the user 
agencies and will reduce total operations costs: it will no longer be necessary for 
each individual agency to acquire and maintain a large data base and equipment 
inventory.

• Printing services Completion of the staffing initiative begun in FY84 will nearly 
double the production capacity of the state’s Central Reproduction facility. As 
Central Reproduction is able to meet a larger share of state agencies’ printing and 
reproduction needs, agencies will realize significant savings from reduced expendi
tures for costly private printing services.

• Office supplies A&F is developing plans to convert the state’s office supply dis
tribution center to a vendor-managed, stockless supply distribution program. The 
system will feature regular deliveries to all agency locations and an expanded selec
tion of office supplies. The conversion will generate savings in a number of ways: 
the costs of operating the central supply center and agency-level storerooms will be 
eliminated; purchases will be standardized and made in bulk, reducing the price of 
the supplies by 10-2 0%; and tighter, centralized inventory control will reduce the 
potential for waste and pilferage.

• Storage and records management In the spring of 1985, the Commonwealth will 
open the new $20 million State Archives and Records Center at Columbia Point in 
Dorchester. The opening of the new facility and microfilm laboratory will enable 
the Commonwealth to reduce or eliminate thousands of cubic feet of state records 
and documents which presently clutter agencies and which cost the state millions 
of dollars in storage space rental and storage equipment purchases.

In FY85, funding for the archives museum and the records management programs 
is included in the Secretary of State’s budget. Funding for the microfilming equip
ment and support costs and the existing microfilm laboratory staff is included in 
the budget for the Bureau of Administrative Services.

Developing Management Information and Office Automation Systems In FY85,
the A&F agencies will undertake initiatives to expand and upgrade a number of
existing data processing systems and to implement several new information process
ing systems.

• Personnel Management Information System (PMIS) is an automated personnel 
and payroll system which will be implemented by OMIS on a statewide basis in 
FY84 and FY85. The system is updated on-line, thus eliminating time-consuming 
and costly paperwork for most personnel actions. PM IS will give agency managers 
current, accurate information about the status of their employees and help ensure 
that all state agencies enforce personnel policies (e.g., affirmative action or collec
tive bargaining) uniformly.

• Massachusetts Purchasing System (MPS) is an automated information processing 
and reporting system being developed for the Purchasing Agent to replace the cur
rent manual system for tracking the type, amount, and source of procurement for 
supplies and equipment.

• Model Integrated Department Accounting System (MIDAS)  is an automated 
accounting and financial management system adopted by the Massachusetts 
Rehabilitation Commission which is being modified by OMIS staff for implemen
tation in 14 additional state agencies in FY84 and FY85. The new system will
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replace the burdensome, manual accounting systems presently used by these agen
cies and will produce frequent status reports and exception reports to facilitate 
expenditure analysis and budget forecasting.

• Masssachusetts Public Assistance Control System (MPA CS) will replace the 
Department of Public Welfare’s present antiquated patchwork of recipient eligibil
ity systems with a single, integrated data processing system and a comprehensive 
data base for all public assistance programs.

• OMIS staff will remodel the Group Insurance Commission (G 1C) system in FY85 
to track employee benefit and premium information and to automate the Commis
sion’s manual billing process for certain health insurance plans.

• The Division o f Capital Planning and Operations (DCPO) and OMIS staff will 
develop a management information system in FY85 to: track all capital projects; 
maintain an inventory of all real property owned or leased by the state; automate 
the capital budgeting process; generate and process invoices; and monitor contrac
tor compliance with state building codes and regulations.

Managing Administrative Expenses In FY85, A&F will institute a number of steps
to contain the costs of providing administrative services that will produce savings at
the line-agency level.

• Chargeback In FY85, OMIS will implement, on a pilot basis, a “chargeback” 
system to divide the costs of operating its computer facilities among all the state 
agencies that use OMIS systems. The primary purpose of the chargeback system is 
to make user agencies accountable for the systems resources they consume. Pres
ently, because agencies are not charged for using OMIS systems, they lack the 
information necessary to evaluate alternative ways of meeting their systems needs.

• User-specific charges In FY85, the Office of Telecommunications will restructure 
the agency billing system to allocate telephone charges according to the amount of 
telephone services (local, toll, and long distance) used by each agency. The new 
billing system will provide agencies with detailed, user-specific information for all 
charges so that managers may be held accountable for the telephone expenditures. 
With the detailed information, managers can monitor telephone use and reduce the 
number of unauthorized calls.

• Consolidation o f telecommunications network The Commonwealth spent more 
than $30 million on telephone services in FY83 and expenditures are expected to 
increase between 10-20% a year in FY84 and FY85 as a result of the divestiture of 
AT&T. At the same time that telephone costs are rising sharply, advances in tele
communications technology have spurred the development of a wide range of 
innovative services that could be used to replace traditional telephone equipment 
and reduce costs. To respond to these changes in the telecommunications industry, 
A&F is creating a Telecommunications Task Force to develop a series of short
term measures, such as purchasing equipment that is presently leased, to reduce 
telephone expenditures. The major focus of the Task Force in F Y85 will be to 
develop a long-term strategy that, over a period of several years, will consolidate 
all state government telephone services into a single, statewide communications 
network that will provide better service at lower cost than the present patchwork 
of telephone systems.

• Purchasing practices Four A&F agencies — the Purchasing Agent, OMIS, 
MVMB, and the Office of Telecommunications — are responsible for overseeing 
the purchase and rental of much of the materials, supplies, equipment, and con
tracted services required by all state agencies for day-to-day operations. In FY85, 
these agencies will undertake several initiatives to improve the quality and reduce 
the cost of goods and services purchased by the Commonwealth.

Centralize procurement The Purchasing Agent, with the assistance of OMIS and
line agencies, will identify goods and services that have traditionally been purchased
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on a decentralized basis by individual agencies that could be purchased through com
petitively bid, collective contracts. For example, OM1S and the Purchasing Agent 
will negotiate a collective or “blanket” contract for word processing and micro
computer equipment to enable all the state agencies to purchase the equipment from 
a single vendor (or a group of vendors) at prices that are substantially lower than 
those available to individual purchasers.

For certain goods and services, A&F agencies will make bulk purchases directly, on 
behalf of all agencies requiring the goods and services. These bulk purchases will be 
financed through central reserve acounts, under which each agency will be charged 
for its share of the costs. In FY85, for example, A&F will establish a reserve account 
to fund the purchase and replacement of the passenger and non-passenger vehicles 
used by many state agencies and facilities. This account wil be administered by the 
Motor Vehicle Management Bureau which estimates that it will save between 10-15% 
on the price of the vehicles by purchasing in bulk.

Standardize bid specifications The Purchasing Agent will develop standardized non- 
restrictive bid specifications to enable us to solicit bids directly from manufacturers 
(rather than distributors), and to attract more, and more competitive bids.

Reserve Accounts In FY85, A&F will establish centralized funds or “reserve 
accounts” for certain administrative expenses which apply across agency lines. The 
purpose of these reserve accounts is to centralize under A&F the management of and 
responsibility for expenses that are extraordinary in that their costs are difficult to 
estimate or that they will occur only one time. For example, a reserve account of 
$2.5 million will be established in FY85 to cover the increases in telephone access 
charges that will result from the divestiture of AT&T. A&F will establish another 
reserve account in FY85 to fund the development and implementation of selected 
MIS projects. Centralized funding of such special expenses allows A&F to monitor 
expenditures more closely and reduces the likelihood of funding shortfalls at the 
agency level.

FY85  Budget Recommendations

The Governor’s FY85 recommendation for the five agencies discussed in this section
is $19.7 million, an increase of $409,000 over the amount needed to maintain current
operations. This recommendation will fund several initiatives described above,
including:

• $170,500 to implement the local area data processing network project;
• $430,000 for staff training, consultant services, and computer equipment to expand 

and upgrade OMIS’Technical Support Unit;
• $181,910 for OMIS’ User Services Center to fund two technical positions and to 

purchase microcomputers and software to provide systems training to user 
agencies;

• $150,000 for six systems programmers/analysts at OMIS for in-house development 
of MIDAS;

• $104,000 for the development of the new Group Insurance Commission system;
• $75,000 for consultant services to develop the plan to consolidate the state’s tele

phone network; and
• $117,000 for additional Purchasing Agent staff to implement the changes in pro

curement practices outlined above.
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Administration 
and Finance — 
Fiscal Management

Summary
(000’s omitted)

FY83
Approp.

FY83
Expense

FY84
Approp.

FY85

Maint.
Budget

Gov’s
Recom.

Fiscal Affairs SI,600 $ 1 ,5 9 4 $1,789 $1,861 $1,951
Federal Funds Unit — — 170 165 165
Comptroller’s Division 2,749 2,546 2,625 2,788 3,186

Total State Expenditures $4349 $4,140 $4,584 $4,814 $5J02

A central A&F mission is the management of state government’s substantial resources. 
The three A&F agencies primarily responsible for controlling and managing state 
agencies’ spending and staffing are the Comptroller’s Division, the Fiscal Affairs 
Division (Budget Bureau), and the Federal Funds Unit. While relevant activities of the 
Department of Personnel Administration (DPA) are mentioned in this section, the 
full discussion of DPA’s FY85 agenda and proposed budget is provided below in the 
section entitled “Human Resources Management.”

Major Issues

The management of state government’s financial and staff resources is sorely in need 
of reform. Charged with ensuring that spending and hiring do not exceed levels estab
lished by the Legislature, A&F agencies have developed an extensive network of 
authorizations and approvals. This paper network controls resources, in that it pre
vents unauthorized spending and hiring, but it does not manage them effectively or 
efficiently.

Indeed, by diverting managers’ time to coping with multiple approval procedures and 
delays and by sapping initiative at the agency level, the state’s system of controls 
obstructs the effective use of the vast resources of state government. Agencies must 
obtain approval from their Secretariat and from A&F whenever they wish to spend 
printing money for postage, equipment money for rentals or reallocate resources in 
any way that entails transferring money — no matter how little — between any two 
of the 2 0  highly specific categories (known as “subsidiaries”) of line item accounts. 
Even if they have the funds in the right subsidiary, agencies cannot buy vehicles or 
rent new office space without prior authorization from the Secretariat and two offices 
within A&F; they cannot buy equipment or data processing services without approval 
from the Secretariat, A&F and the Legislature.

A parallel system of approvals and authorizations constrains agency use of staff 
resources. Staff authorized and funded in a budget cannot be hired until a list of 
individual positions, each with a specific title, job description and salary, has been 
released by the Legislature and approved by A&F. Moving a position from one line 
item account to another; changing the nature of a position in any way, however 
minor, establishing positions for emergency or temporary (so-called “excess quota”) 
staff — all these adjustments require prior approval from A&F and from both of the 
Legislature’s Ways and Means Committees.

These requirements tie the bureaucracy up in paper and often make it impossible to 
respond swiftly or creatively to the pressing problems facing state government. They 
also impose direct financial costs. As of early December, 1983, the Legislature had 
only recently begun releasing personnel schedules for FY84 — nearly halfway 
through the fiscal year. This delay, a regular feature of the position scheduling pro-
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cess, has prevented agencies from hiring staff needed to produce savings or generate 
revenue. The Department of Revenue, for example, has been unable to hire all the 
new staff necessary to implement its revenue enforcement program; the lost time will 
cost the Commonwealth millions of dollars.

Perhaps worst of all, the current system of controls does very little to ensure that 
resources produce the desired results. Focusing exclusively on the acquisition of 
resources, the entire system diverts the agencies and A&F from attending to the ulti
mate product: the performance of state government in delivering services and improv
ing the quality of life in the Commonwealth.

The management problem posed by the current system of fiscal and personnel con
trols is compounded by the Commonwealth’s antiquated and fragmented information 
systems. Labor-intensive and unresponsive to users’ needs, these systems produce 
little management information. We do not know at any given moment how many 
people are working for state government, or how much money has been spent or obli
gated. The lack of accurate and current financial and personnel data has given rise to 
burdensome and often duplicative manual reporting systems, systems which generally 
increase paperwork without substantially improving the timeliness or accuracy of 
management information. It has also made it difficult for A&F and the Legislature to 
replace their prior approvals and authorizations with a more rational system of con
trols. Until legislative and Administration officials can be sure that they will know 
when agency spending or staffing is out of control, they are reluctant to give agency 
managers the authority and discretion they need to manage effectively.

In sum, state government faces a rather paradoxical problem: too much control but 
not enough accountability; too much paper, but too little management information; 
and, at the agency level, too many “shackles” and insufficient authority. Throughout 
the system there is too much paper-processing and not enough management.

FY85  Agenda

The agenda for A&F fiscal management agencies for FY85 and beyond is to shift the 
focus of the state’s controls from the internal resource allocation decisions that are 
most appropriately made by the agencies to the bottom-line results of agency activi
ties. The need to control agency spending and hiring has not changed, but we believe 
that it is far more effective to locate the day-to-day controls at the agency than at 
A&F. A&F will continue to be responsible for the bottom line, of course, but agency 
heads will gain increased authority in managing their operations, and an improved 
ability to respond to new needs and savings opportunities. At the same time, the 
planned reforms will increase the accountability of agency managers for meeting pro
grammatic goals, as well as spending and revenue targets. Finally, the proposed 
reforms will greatly reduce paperwork, confusion and delay, thereby improving pro
ductivity throughout state government.

The reform of the state’s fiscal and personnel controls entails four efforts.

Establishing clear spending, staffing and performance targets The first step in 
strengthening accountability is to establish the results for which agencies are to be 
held accountable. In FY84, for the first time, A&F established spending targets for 
each secretariat at the beginning of the year, to allow them as much time as possible 
to plan for the shifts and adjustments that will be necessary to balance the current 
year’s budget. On the personnel side, the staffing ceilings established by the Legisla
ture in the FY84 budget have served the same purpose: in the place of A&F authori
zation of individual hiring decisions, agencies now have clear, firm staffing targets for 
each account. As long as total staffing does not exceed the target, agency managers 
can fill positions authorized by the Legislature when and where they choose.
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Most important, this year A&F has begun monitoring agency performance in meet
ing programmatic as well as fiscal and staffing goals. In FY84, A&F is defining with 
the agencies the specific results — such as decreases in crime, improvements in 
environmental quality, declines in welfare error rates — that they expect to achieve 
given the available resources. In FY85 and future years, A&F will be monitoring 
these results, and using them to allocate resources as well as to evaluate agency 
performance.

Delegating to the agencies controls now exercised by A&F agencies In FY85 A&F 
will be reshaping its spending controls so that agency managers can move funds 
among programs and expenses without receiving prior authorization from the Budget 
Bureau. A&F will watch the bottom line, of course, but it will no longer approve 
every internal shift in resources or commitment of funds.

A parallel effort is already underway on the personnel side. The Department of 
Personnel Administration has begun delegating to the agencies the authority to adjust 
their staffing patterns. Freed from the necessity of obtaining prior DPA approval for 
a variety of staffing revisions, agencies will be able to respond quickly to new pro
gram needs or opportunities to improve operations.

Improving management information A sound system of timely management infor
mation is essential to the responsible reform of A&F controls. If we are to be sure 
that agencies are using their new spending and hiring authority appropriately, we 
must be able to closely monitor agency performance. A number of efforts to improve 
management information at both the central and agency levels are now underway 
and will be expanded in FY85. These include:

• a quarterly expenditure and performance monitoring system through which agen
cies report on their progress in meeting spending targets and agreed-upon program 
goals. This system will include rewards for agencies that consistently demonstrate 
management effectiveness, as well as sanctions — A&F intervention in agency 
spending and hiring decisions — for agencies that do not meet their targets;

• a monthly personnel reporting system that allows the Comptroller to determine 
whether agencies’ personnel counts are consistent with the staffing ceilings estab
lished by the Legislature;

• a thoroughly automated personnel management system (PMIS) that will allow 
A&F and agency managers, as well the Legislature, immediate access to current 
personnel counts and payroll expenditure information. Over 50% of the state’s 
personnel will be on this system by the beginning of FY85 and all agencies will be 
using this system by July 1985;

• an improved expenditure accounting system in the Comptroller’s Division to track 
actual monthly spending against planned spending and provide agency managers, 
secretariats, A&F and legislative monitors with more timely and complete informa
tion on agency performance; and

• an improved revenue accounting system in the Comptroller’s Division to allow 
tracking of agency performance in meeting revenue targets, and to provide timely 
information on federal and departmental revenue collections to agency managers 
(see section on “Revenue Management”).

Reforming legislative requirements The number of legislative controls on executive 
activity in Massachusetts is extraordinary. We are one of only six states in which the 
Legislature authorizes specific positions. The number and restrictiveness of the cate
gories into which funds are appropriated is unusually high, and the flexibility that 33 
other states allow managers in moving funds among line-item accounts within agen
cies is completely absent in Massachusetts.

A&F’s effort to delegate its controls will only ameliorate that part of the management 
problem that stems from executive constraints. Because a significant amount of the
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paperwork, delay and uncertainty that hampers agency management stems from con
straints imposed by legislation, we are requesting that the Legislature participate in 
A&F’s “unshackling” initiative by reforming a number of the more burdensome and 
less-productive legislated requirements. Specifically, we would like to see the 
Legislature:

• Reduce the number of subsidiary accounts into which funds are appropriated from 
the current 20  to four or five with much broader definitions;

• Selectively consolidate appropriation accounts to permit savings from economies of 
scale and increase managerial flexibility;

• Provide language permitting the transfer of funds among line items within agencies;
• Set personnel ceilings for agencies as a whole, rather than for individual accounts 

and subsidiaries; and
• Eliminate legislative approval of data processing purchases, and re-establish a min

imum dollar limit below which legislative approval of other equipment purchases is
waived.

Legislation to implement these reforms will be submitted within the next few weeks.

FY85  Budget Recommendations

The FY85 budget recommendation for the three fiscal management agencies in A&F 
is $5.3 million. This amount represents an expansion of $488,000 over the funding 
needed to maintain current operations. The major expansion items include:

• $100 ,000  to support the development of an improved monthly expenditure and 
reporting system in the Comptroller’s Division;

.  $100 ,000  for consultant services to incorporate generally accepted accounting prin
ciples (GAAP) into the Commonwealth’s financial reporting system; and

• $70,000 to improve data entry capacity for timely bill paying and expenditure 
processing.

Adm inistration  
and Finance — 
Revenue Management

Summary
(000’s omitted)

FY85

FY83
Approp.

FY83
Expense

FY84
Approp.

Maint.
Budget

Gov's
Recoin.

Total State Expenditures $77,629 $79,688 $87383 $92,646 $104,692

Several agencies in the Executive Office for Administration and Finance (EOAF) 
share responsibility for revenue management. The Department of Revenue (DOR) 
administers and enforces the tax laws of the Commonwealth; EOAF and the Budget 
Bureau monitor departmental revenues (state charges, fees, fines and miscellaneous 
revenues); and the State Comptroller tracks and maintains collection accounts for all 
state revenues.

This section describes DOR’s revenue management activities and proposed budget. 
Budget recommendations for the other agencies involved in revenue management are 
discussed elsewhere.

Major Issues

The Department of Revenue is the largest agency within EOAF, with a staff of
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approximately 1,900 personnel collecting and processing over $5 billion in tax 
revenues annually. Its primary mission is to administer and enforce the tax laws of 
the Commonwealth. In addition, the Department provides regulatory oversight and 
technical assistance to approximately 700 cities, towns, districts and counties in the 
area of local tax administration and financial management. Finally, DOR monitors 
and audits more than $7  billion of local spending, and distributes over $2  billion in 
state revenue aid and reimbursements to cities, towns and regions.

These functions are the cornerstone of the revenue side of the state’s balance sheet. 
Strengthening the state’s revenue management is a top priority for DOR and other 
EOAF agencies. In FY83, DOR collected 70% more in delinquent taxes than had 
been collected in FY82. Individual and business audit assessments were up 71%. The 
accomplishments to date are substantial but much work remains to be done.

The Governor’s Advisory Task Force on the Department of Revenue identified a 
range of problems in the collection and monitoring of tax, departmental and federal 
revenues, noting that the fiscal implications of inadequate revenue management are 
severe. The Task Force estimated that at the beginning of this year, more than $300 
million in delinquent taxes had not yet been collected. An additional $500 million in 
taxes owed the state goes unpaid each year.

Estimates of, and revenues from, departmental fees and charges have fluctuated 
greatly from year to year. The Commonwealth has lost substantial federal revenues 
because state agencies were inattentive to eligibility for those funds — the Depart
ment of Public Works alone has lost millions of dollars in federal reimbursements 
because it was unable to design and obtain approval for highway projects.

Poor information has obstructed the efficient management of state revenues. The 
lack of capacity to monitor collections was identified in the Task Force Report as a 
major problem. Useful revenue collection reports have not been available, so agency 
and central managers have not been able to evaluate revenue collection perform
ance. More generally, we do not yet have the systems we need to forecast, monitor, 
and collect taxes, user charges and other revenues.

FY 85  Agenda

The $74.6 million for the Department of Revenue for FY85 represents an unprece
dented investment in improved revenue collections. This funding will help correct 
long-standing operational deficiencies and will generate an estimated $133 million in 
additional tax revenues. The major initiatives generating this new revenue include 
better forecasting and analytic capability, automated and expanded collection and 
auditing procedures, and continued enforcement of this year’s Revenue Enforcement 
and Protection Program (REAP).

The $133 million in new revenues from management initiatives at the Department of 
Revenue will not be possible to achieve unless we gain legislative support in stream
lining budgetary and hiring procedures for the Department. Hiring must begin in 
FY84. The Department needs:

• delegation of scheduling authority to the Department to facilitate rapid hiring;
• approval of additional staff authorization to begin hiring in FY84;
• continuation of “00” status for the Department’s account.

In addition, to facilitate internal budgetary coordination and to realign the Depart
ment’s functions, we are recommending consolidation of all Department of Revenue 
administrative accounts within the main 1 2 0 1 -0 1 0 0  administrative account, and 
transfer of the functions of the County Personnel Board to the Department of Per
sonnel Administration.
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Estimation and analytic capability To augment DOR's expertise in revenue lore
casting. the FY85 budget includes enhanced econometric forecasting and tax analysis 
capacity. An expanded Bureau of Analysis, Estimation and Research fulfills the 
recommendations of the Governor’s Advisory Task Force for additional computer- 
driven revenue estimating and analysis capabilities.

Automated collection and auditing procedures By the end of FY85, the Depart
ment will computerize the corporate excise tax collection system, implement a tax
payer case tracking system, automate the tax abatement process, develop a 
computer-generated taxpayer notification system, establish a fully computerized 
accounts receivable system, and complete automation of tax revenue accounting.

Expanded audit strategy In FY85, DOR plans to implement a targeted, cost- 
effective audit strategy based on research to be completed in FY84. The requested 
250 additional auditors, associated collectors, investigators and management and 
support staff will improve departmental audit coverage to a level consistent with 
IRS-established standards of appropriate audit presence. Depending on the type of 
tax audited, each additional staff member can generate in time, $2 00 ,000  to 
$1,0 0 0 ,0 0 0  in revenue.

Continued implementation of REAP The Revenue Enforcement and Protection 
Program (REAP) has already resulted in the following accomplishments:

• computer matches with state and city licensing and vendor lists, and identification 
of $3 million in taxes owed;

• identification of more than 2,600 boats harbored in Massachusetts on which sales 
taxes may not have been paid and targeting for audits and possible collection 
activity by a newly established Boat Unit;

• computer matches of business license and state/local contract listings, with referral 
of tax delinquents for possible license revocation;

• implementation of a tax amnesty period for tax delinquents which has produced 
over $8 million in collections from delinquent taxpayers in two months.

During FY85, DOR intends to continue rigorously enforcing REAP. Expanded 
enforcement efforts will continue to promote voluntary compliance with the Com
monwealth’s tax laws as well as produce more revenues collected from delinquents.

Departmental Revenue Management Departmental revenues state user charges, 
license and permit fees, and fines and penalties — provide a significant portion of the 
Commonwealth’s own-source revenues: an estimated $852.4 million of operating 
budget revenues for FY85. However, the Budget Bureau's system for monitoring 
these revenues, which is based on estimates for departmental charges that are often 
untimely and based on hurried analysis, needs improvement. In FY85, EOAF will 
strengthen its departmental revenue planning, monitoring, and collection system. 
This effort will rely on existing personnel and resources.

The current monthly monitoring of aggregate revenues will be supplemented in FY85 
by quarterly reports that show, by receipt account, the collection of state user charges 
and other fees. This information will help promote agency awareness of and account
ability for collecting departmental revenues and help EOAF and the agencies develop 
timely responses when revenues lag.

EOAF will also continue to improve the state’s fee review and planning processes. In 
FY84, EOAF initiated a review process to assure that departmental fee schedules 
adequately reflect state costs and take into account inflationary growth in related 
state expenditures. The fee structures of more than ten major state agencies have 
been reviewed under this new process, and the fee schedules for all state agencies will 
be reviewed by mid FY85.
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In cooperation with the Comptroller, EOAF will review the state’s central revenue 
reporting system. Under the current system, revenue receipt information is only 
loosely tied to expenditure information, if at all. EOAF is considering revisions to 
the Comptrollers revenue files to link receipts data to spending programs data and 
to make revenue reports more useful to agency managers.

Local Revenue/Fiscal Management Technical assistance to local governments in 
revenue and fiscal management, provided primarily by the Division of Local Services 
of the Department ol Revenue, will be expanded in FY85. This recommendation 
responds to the increased need for technical assistance to local governments that has 
arisen from court-mandated property revaluation requirements, the stringent limit
ations of Proposition 2'/% and the state’s commitment to share 40% of annual growth 
tax revenues with cities and towns. Expansion of the Local Services Division is also 
consistent with recommendations of the Governor’s Advisory Task Force. The major 
components of this program include:

• Computer-Assisted Mass Appraisal We recommend 5300,000 for the second year 
of a program that will allow cities and towns to automate information about full 
and fair cash values of property. The local fiscal benefits from a timely professional 
appraisal system will be substantial.

• Regional Assessment Agreements The Local Services Division will provide limit
ed financial assistance, technical support and encouragement to smaller towns to 
share the cost of regional property tax assessors. Smaller towns which could not 
afford expertise in assessment methodologies will benefit from the uniformity pro
vided by a regional assessment approach.

• Uniform Municipal Accounting In order to assure municipal compliance with 
generally accepted accounting principles (GAAP), the Department will help cities 
and towns convert their financial reporting to the new Uniform Municipal 
Accounting System. This system will give cities and towns greater strength in 
municipal bond markets and lower their borrowing costs.

• Municipal Data Bank Although the state is returning larger amounts of local aid 
each year, uniform and timely data to guide those distributions are not now avail
able. To address this need, the Local Services Division will develop and maintain 
computerized data on local expenditures and revenues. To help local governments 
use limited fiscal resources efficiently, the Local Services Division will offer finan
cial audits and technical assistance in implementing management improvements.

• Increased Audit Capacity Federally mandated audit requirements are likely to 
increase by a factor of three the demand for audits by Massachusetts cities and 
towns in the coming fiscal year. We are recommending a staff increase of 50 in the 
Bureau of Accounts; the costs of these audits are 90% reimbursed by charges to 
cities and towns receiving the services.

FY 85  Budget Recomm endations

The FY85 budget request for the Department of Revenue is $74.6 million, which 
includes S6 .6  million in a reserve for data processing initiatives. This request repre
sents an increase of $21.8 million, or 41.3%. over FY84 available funds and an 
increase of $18.7 million, or 33.5%, over the estimated $55.9 million required to sus
tain current activities in FY85. I his added funding will translate into $133 million in 
new tax revenues, as detailed in Figure I. Additionally, our recommendation reflects 
$1.2 million in savings from the consolidation of DOR’s accounts and the transfer of 
the County Personnel Board to the Division of Personnel Administration. In addi
tion to Department of Revenue administrative expenses of $68.0 million, our recom
mendation of $104.6 million for revenue management includes $36.0 million for local 
aid reimbursements and $.7 millon for administration of the Appellate Tax Board.

37



B u d g e t R ecom m en dation s

Adm inistration  
and Finance — 
Capital Resource 
Management: 
Capital Planning

Figure I

Revenue Initiatives, FY85

Revenue Activity Positions Funding New Revenue

EDP Initiatives 20 $ 5,124,502 $ 7,000,000

Management Information Systems - 600,000 6,000,000

Functional Reorganization 15 264,062 2,300,000

Improved Cash Management - 463,000 1,500,000

REAP Initiatives 75 2,028,867 31,058,520

Audit Strategy 50 1,138,116 10,141,480

Wage Reporting 5 260,000 Savings to State Agencies

Local Assessment 25 1.224,456 f  Revenue Savings

Municipal Data Bank/TAB 16 588,298 ' at Local Level

Expanded Audit Strategy 200 6,656,665 75,000,000

Uniform Municipal Accounting 13 320,000 j  Revenue/Savings

Increased Local Auditing 50 1,175,000 l at Local Level

Total 469 $19,842,966 $133,000,000

Summary
(000’s omitted)

FY83
Approp.

FY83
Expense

FY84
Approp.

FY85

Maint.
Budget

Gov’s
Recoin.

Capital Planning & Operations $ 3,867 $ 4,282 $ 5,072 $ 5,311 $ 5,835

Transportation Building 
Management — — 2.550 6,072 6,072

Bureau of State Office Buildings 15,695 15,315 15,459 17,142 18,560

Other 40 1,408 — — 31,806

Total State Expenditures $19,602 $21,005 $28,081 $28,525 $62,273

The Division of Capital Planning and Operations and the Bureau of State Buildings 
are the managers of all real property owned by the state. The Bureau of State 
Buildings is responsible for all state buildings in the Government Center area, with 
one exception: the new Transportation Building, opened late in 1983, is managed
separately.

The Commonwealth owns 60 million square feet in 3,000 buildings sited on 461,920 
acres across the state: Hospitals schools, office buildings, warehouses, barracks, green
houses, and garages. In addition to managing and rehabilitating this property, the 
Division of Capital Planning and Operations (DCPO) oversees any new construction 
undertaken by the Commonwealth and ensures compliance with Chapter 579 of the 
Acts of 1980. This statute was designed to rationalize the space planning, financing, 
and construction processes for state projects. Under its mandate, DCPO analyzes the 
need and suitability of proposed new construction or major renovations; prepares 
capital outlay budget requests for submission by the Governor; oversees the contracts 
for this work, including compliance with equal opportunity and minority set-aside 
programs; and performs general project management. During FY83 DCPO awarded 
and executed 105 construction contracts totalling $83 million.
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Major Issues

The Commonwealth’s oversight of spending for public buildings and management of 
properties already owned continues to need improvement. In order to make the most 
rational use of scarce financial and physical resources, we need a strong central plan
ning capability along with a mechanism for coordinating the needs of agencies that 
have capital requirements. For example, we must develop a cohesive plan to provide 
adequate and appropriate facilities for the state’s mental health population. The 
resources currently available to perform such tasks are not adequate: there is, for 
example, no complete inventory of state-owned facilities; nor is there currently com
puter capacity that could maintain such an inventory if it were developed. As a result, 
agencies’ space needs cannot be efficiently matched to available resources.

FY 85  Agenda

The Governor’s request includes a core of professional staff and computer capacity at 
DCPO. These planners will be able to strengthen the agency’s management of state- 
owned property and the Commownealth’s control of capital spending. Key program 
initiatives to accomplish these goals include:

Energy conservation Energy conservation represents a major source of potential 
operating savings in state-owned buildings. By the end of FY8 6 , DCPO expects to 
have completed energy audits of all state properties. During FY85, the agency will 
begin to install energy-saving measures recommended by audits performed in FY84. 
For example, the Bureau of State Buildings expects to realize annual savings of 
$400,000 in the buildings under its jurisdiction by installing improvements with a 
payback of up to five years.

State facilities outside the Government Center area in Boston will be the target of a 
new Energy Savings Partnership to be initiated in FY85. Under the direction of 
trained DCPO staff, teams of specialists drawn from the state’s technical colleges and 
building managers in selected state facilities will design and implement cost-effective 
conservation improvements. This program is expected to generate at least $2 million 
in savings in its first year of operation.

Accelerated disposition and better management of surplus property As mandated 
by Chapter 579, DCPO is preparing a comprehensive inventory of state-owned 
property. By FY85, an automated data base will be complete, and the agency will be 
able to analyze the best use for each facility the state owns. The acceleration of this 
process should reveal a number of surplus properties; their sale is expected to yield 
nearly $9 million in FY85.

In a related effort, DCPO will also develop ways to increase the revenues generated 
by these properties. For example, some rents have not been raised in many years and 
should be reviewed. DCPO also intends to collect parking revenues from private use 
of state-owned parking facilities. In FY85, anticipated income from this new source is 
$ 100,000.

Capital outlay budget controls DCPO is strengthening the capital planning and 
budgeting process by emphasizing long-range development plans as the context for 
annual budget requests and by more systematically evaluating these requests. During 
FY84, the agency issued a detailed Capital Budgeting Procedures Manual as the 
format required for all budget requests, instituted the categorization of these requests 
into several priority areas, and installed computer capability to analyze the financial 
implications of each request.

These steps help us coordinate capital and operating budget analyses and, more 
generally, allow us to maximize the return on scarce debt resources. During FY85,
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DCPO intends to strengthen this process by providing planning assistance to agencies, 
linking capital outlay requests to feasibility studies, and improving the Procedures 
Manual.

Modernizing the Bureau of State Buildings During FY84, the Bureau is completing 
reviews of the Capitol Police operation, the energy needs of state buildings in the 
Government Center area, and the adequacy of maintenance services in those buildings. 
The results of these studies are expected to produce improvements in the delivery of 
these services to occupants of these buildings. Projected are a substantial reduction in 
energy usage, greater professionalism among the police force, and increased efficiency i 
in maintaining the buildings.

The Transportation Building FY85 will be the first full year of operation for the 
new Transportation Building in Park Square. This mixed-use, 800,000 square foot 
building incorporates several cost-saving features. Most notable among them are a 
state-of-the-art heating and cooling system that is expected to lower utility costs to 
half the amount a traditional system would require; and central provision of resources 
like a library, a computer center, and a day care center.

The building will be self-supporting: rents from retail establishments on the first floor 
and public agencies in the offices as well as parking fees will cover the cost of running 
the building. This project will also play a major role in the revitalization of the Park 
Square area, one of the emerging centers of downtown activity in Boston.

FY85  Budget Recommendations

The FY85 budget request totals $30.47 million. Of this amount, $28.3 million is 
budgeted to maintain operations at current levels. The major expansion items 
include:

• $450,000 to increase planning capacity at DCPO
• $105,000 to pay for the energy initiative at DCPO
• $1.42 million to fund new maintenance contracts and BSB assumption of costs of 

100 Nashua St.
• $6.07 million for a full year of operation for the Transportation Building (funding 

offset by revenues from rent, parking, etc.)

Adm inistration  
and Finance — 
Capital Resource 
Management:
Debt Management

Summary
(000’s omitted)

FY85

FY83
Approp.

FY83
Expense

FY84
Approp.

Maint.
Budget

Gov’s
Recom.

MassBank $ — $ - $ - $ - $ 1,000

Debt Service 
(Treasurer) 397,841 400,035 445,898 465,377 465,377

Total State Expenditures $397,841 $400,035 $445,898 $465,377 $466377

Managing the Commonwealth’s bond issues and debt service obligations is the joint 
responsibility of the Treasurer and the Executive Office for Administration and 
Finance. Our plans for improving the Commonwealth’s ability to finance necessary 
capital projects are described in this section.
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Major Issues

Debt service is one of the Commonwealth’s largest fixed cost expenses. The cost of 
public borrowing in Massachusetts is relatively high. Recent bond sales have been 
rated A 1, a lower rating than the average for comparable industrial states. This fact 
is ironic, given the recent strength of the Commonwealth’s economy through the 
1981-1982 national recession, and projections of relatively steady growth through the 
1980’s. (See the discussion of the Massachusetts economy in the chapter of this nar
rative entitled “Revenue.”)

We believe that the factors which produce high borrowing costs for the Common
wealth are located not in the economy, over which we have little control, but in key 
areas of public fiscal management, over which we must assert control. First, the 
Commonwealth’s financial management practices have left two key areas faltering: 
our financial statements still do not fully conform to generally-accepted accounting 
practices, and our pension system faces over $9 billion in future unfunded liabilities. 
Second, the structure of debt in Massachusetts places too much burden on general 
taxes to finance capital projects. Third, the process of spending authorized bond 
funds has generally been undisciplined; capital projects are not necessarily imple
mented according to a rational ordering of priorities, and construction progress is 
frequently not monitored carefully.

Finally, partially due to our high borrowing costs, the level of the Commonwealth’s 
capital investment over the past decade has not kept pace with maintenance needs of 
our major facilities and infrastructure systems. In the 1980’s Massachusetts state 
government faces a critically important challenge to modernize the Commonwealth’s 
road, highway, transit, and water networks — the vital underpinnings to economic 
growth.

These problems are not simple, but they are ones that we can address directly. The 
future of the Commonwealth demands that we make an immediate investment in 
resolving the fiscal management issues which weaken our credit position, and that we 
develop new financing systems which can support major infrastructure rebuilding.

The sections which follow outline our debt management problems and infrastructure 
investment needs in more detail. The key elements of the multi-faceted response 
which we plan to initiate in FY85 are then discussed.

Fiscal Management Issues With state and local unfunded future pension liability 
estimated to be over $9 billion and climbing, the Commonwealth cannot afford to 
ignore this complex issue any more. This year, we are supporting reform legislation 
and implementing administrative changes to improve the fiscal management of the 
pension system; we will be making the first important steps to check the growth in 
unfunded pension cost. A complete discussion of this problem is included in a separ
ate section of this chapter (see “Employee Benefits Administration: Pensions”).

In addition, credit rating agencies clearly prefer that states report financial statements 
in accordance with generally-accepted accounting procedures (GAAP). However, 
there are significant differences between the Commonwealth’s accounting practices 
and GAAP. These are:

• Revenue Recognition GAAP requires that government and similar trust fund 
agencies recognize revenue on a modified accrual basis, crediting revenues to the 
period in which they become measurable and available. Currently, however, the 
Commonwealth credits revenues to the period in which they are actually received.

• Expenditure Recognition GAAP requires that expenditures also be recorded on 
an accrual basis, i.e., that expenses be charged against the period in which they 
were obligated. Currently, however, the Commonwealth records expenditures on
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the basis of cash disbursements (except for encumbrances against lapsing 
appropriations).

A complete discussion of our FY85 approach to revising the Commonwealth’s finan
cial accounting systems to conform more completely to GAAP requirements is 
included in the “Fiscal Management” section of this chapter.

Underinvestment in Infrastructure Public investment in infrastructure development 
is like private investment in plant and equipment: it is intended to produce higher 
productivity and prosperity in the future.

Underfunding infrastructure needs, then, is a short-sighted saving strategy. If we do 
not invest collectively in infrastructure maintenance, we will all pay individually 
through travel delays, car repairs, environmental deterioration, or even business deci
sions to locate in states with better infrastructure systems. But underinvesting is 
exactly what we have been doing. Nationally, total investment in infrastructure has 
slipped from 4.6% of GNP to just over 2% since 1965. In Massachusetts, we invest a 
fraction of the amount needed annually to keep our economic life support system 
healthy and vital.

As Figure 1 shows, since 1973 capital investment by Massachusetts state and local 
government has steadily decreased. Capital expenditures in 1981 were one-half the 
1973 level. In fact, the level of decay we are now seeing in our infrastructure systems 
is an indication that we have disinvested in infrastructure over the past decade: the 
level of our new inputs has not kept pace with the rate at which the systems have 
depreciated.

Figure I

M assachusetts State and Local Capital Expenditures
In constant 1972 $. millions

Dollars in Millions 

1000

73 74 75 76 77 78 79 80 81
Fiscal Years

Moreover, capital expenditures now claim a sharply decreased share of state and 
local budgets. (See Figure 2.) In the early 1970’s capital expenditure accounted for 
one-sixth of total outlays. By 1981 the capital share of total outlays had diminished 
to one-twentieth of those outlays.
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Figure 2

State and Local Capital Expenditures as Percent of 
Total Expenditures

Percent of Total Expenditures 

20

73 74 75 76 77 78 79 80 81
Fiscal Years

Source: Census Bureau, S ta te  G o v e r n m e n ta l  
F in a n c e s , 1973-1981

The decline in Massachusetts capital investment has both national and local origins. 
The federal government has reduced funding for grants to state and local govern
ment for infrastructure development and has implemented tax policies which dimin
ish the attractiveness of tax-exempt bonds to investors. Moreover, federal anti- 
inflation efforts have relied heavily on a monetary policy built on relatively high 
borrowing costs. The net result is that the federal government is passing infrastruc
ture costs on to state and local budgets.

Meanwhile, Proposition 2/2 has introduced strong fiscal discipline at the local level. 
One of its major unintended consequences has been the deferral by local govern
ments of necessary capital expenditures.

“Unbalanced” Debt Structure Massachusetts state government has traditionally 
relied exclusively on general obligation debt to provide funds for all state agency cap
ital projects. The repayment of general obligation debt is secured by the Common
wealth’s general taxing power. The Commonwealth’s ability to finance projects to 
improve roads, transit, public higher education facilities, prisons, hospitals, water and 
sewer projects, parks, public housing, and other capital facilities thus rests entirely on 
the general taxing power and on the overall adequacy of general revenues to support 
borrowing costs in addition to all other state expenditures.

The consequence of this practice is an “unbalanced” debt structure which contributes 
to the Commonwealth’s low bond rating. Massachusetts general obligation bonds are 
rated A A- by Standard and Poor and AI by Moody’s, the two principal bond rating 
agencies. These ratings place Massachusetts among the 6 lowest-rated states.

Figure 3 illustrates this imbalance. While Massachusetts ranks 23rd among the 50 
states in total state and local long-term debt per capita, our ranking per capita 
G.O. debt is much higher — 9th in the nation. State and local governments in the
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Commonwealth underutilize revenue bonds compared to other states: Massachusetts 
ranks 34th in total state and local non-guarantee debt per capita.

Figure 3

M assachusetts Ranking Am ong the 50 States in Per Capita Debt

Long Term Debt Per Capita

Total State Local

Total, All Debt
50 Slate Average $2,119 $ 905 $1,214

Massachusetts 1,769 1,072 697

Massachusetts Rank 23 rd 12th 34th

Lull Faith & Credit (G.O.) Debt
50 Stale Average 763 301 461

Massachusetts 965 533 432

Massachusetts Rank 9th 6th 21st

Non-Guarantee Debt
50 State Average 1,356 604 753

Massachusetts 805 539 266

Massachusetts Rank 34th 16th 40th

FY85  Agenda

In addition to the steps we plan to take to resolve the pension funding and GAAP 
accounting problems (discussed elsewhere), we will embark in FY85 on two major 
projects which are designed to address the central debt management issues facing the 
Commonwealth. These are: the creation of a quasi-public development bank and the 
imposition of bond funding spending plan requirements.

MassBank Early in the 1984 legislative session, the Governor will submit legislation 
to establish the Massachusetts Development Bank, a comprehensive financing agency 
for state and local infrastructure investment.

MassBank responds directly to the Commonwealth’s underinvestment in infrastruc
ture, and to the state’s over-reliance on general obligation debt. MassBank will re
move a large portion of the burden of debt financing for state infrastructure invest
ment from the general tax revenue base. By supplying new resources of revenue to 
support our critical infrastructure development needs, MassBank will enable us to 
increase substantially the level of state infrastructure investment over the next five 
years. In addition, MassBank will provide a new avenue of access to debt financing 
for the Commonwealth’s cities and towns.

Purpose and Structure MassBank will provide debt financing for the following 
state infrastructure programs:

• State highways — DPW
• Bridges and tunnels — DPW
• MBTA and regional transit
• Sewer systems — DEQE/MDC
• Water supply systems — DEQE/MDC
• Solid waste and disposal — DEM
• Hazardous waste disposal — DEQE
• State Heritage Parks — DEM

MassBank will finance its own operations by issuing revenue bonds. These bonds will
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be secured not by the “full faith and credit” pledge of the Commonwealth’s general 
taxing power, but rather by revenues which are explicitly dedicated to financing 
MassBank’s projects. One important source of these revenues will be user charges, or 
fees imposed on those who use specified services or facilities. For example, in order to 
finance a project in a certain location, MassBank will create a special assessment dis
trict to charge businesses and residents who use the new facilities. By allowing the 
Commonwealth to convert more of its capital projects to user fee financing, Mass- 
Bank will improve the equity and efficiency of financing long-term construction proj
ects. The major arguments in favor of user fee financing for infrastructure projects 
are summarized below:

• Equity Because MassBank’s revenues will be dedicated to very specific kinds of 
activities, — e.g. road and bridge repair, tunnel construction, public transportation 
improvements, and waste disposal system upgrading — it is appropriate and equit
able that the costs of MassBank’s projects should be borne as much as possible by 
those who benefit most directly from the improvements.

• Efficiency User fees are generally more efficient sources of revenue than broad- 
based taxes: those who use basic infrastructure facilities are faced with the true 
costs of those resources. Thus, user fees are more likely than broad-based taxes to 
discourage wasteful use of expensive resources, like clean water. Furthermore, 
because the beneficiaries of projects will pay for them, revenue bond financing 
provides a built-in disincentive against extravagant or low-priority projects.

• Fiscal Discipline At the time a bond is sold to finance a MassBank project, a 
specific revenue stream must be pledged to finance the project.

• Little Effect on Competitive Position Increasing our reliance on user fee financ
ing will have less effect on the Commonwealth’s competitive economic position 
than increases in other sources of revenue. As Figure 4 demonstrates, the level of

Figure 4

M assachusetts and US State and Local Charges per $1000 
Personal Income

Dollars

50

77 78 79 80 81 82
Fiscal Years

g  Massachusetts

m us

Source: US Bureau of the Census,
G o v e r n m e n ta l F in a n c e s  (various years)
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reliance on state and local user charges and fees in Massachusetts is well below the 
national average.

We expect that user fees will be an important source of the revenue needed to finance 
MassBank’s first five-year plan of activities. However, because user fees cannot sup
port the full cost of MassBank's projects, and because fee revenues are unlikely actu
ally to become available until the third year of MassBank’s operations, another 
source of immediately available and reliable revenues is required. Our legislation will 
provide for permanent financing for MassBank.

Limitations on MassBank’s Scope MassBank will not finance state projects which 
are not directly linked to economic development. The Commonwealth will continue 
to finance out of general obligation bonds those facilities which are built for its own 
use, such as state offices, educational facilities, prisons, court houses, etc. There will 
continue to be a regular capital budgeting process for state facilities, with annual sub
missions to the Legislature for approval, and with design and construction supervised 
by the Division of Capital Planning and Operations within A&F.

MassBank will not be dependent on past or future federal government action; it is 
intended to be an independent financing entity. This means that MassBank will not 
be the conduit for any federal grants, unless federal statutes are changed. And Mass- 
Bank will not require any change in the current process of obtaining federal aid for
state agencies or for localities.

The schedule of recommended general obligation bond sales in Calendar Year 1984 
which require funding in the Fiscal 1985 debt service budget is summarized in Figure 
5 below. Consistent with the assumption that MassBank will finance infrastructure 
projects, the FY85 state debt service budget provides for new general obligation bond 
sales for non-infrastructure projects only. There are no planned sales of Highway 
Fund bonds or of MDC Water or Sewer Fund bonds.

Figure 5

General Obligations Bond Sales Planned for the 
Calendar Year 1984
(in millions of dollars)

Sales Date
General

Fund
MDC Parks 

Fund
State Rec. 

Areas Fund
Total All 

Funds

January 1984 SI IS — - $115

Spring 1984 I00 5 5 110
Fall 1984 125 5 10 140

Total $340 $10 $15 $365

MassBank will also relieve the Commonwealth of a growing backlog of authorized 
but as yet unfinanced bond fund projects. At the close of Fiscal 1983, the Common
wealth had slightly under $2 billion in authorizations for bonds which had not yet 
been sold. This figure is a measure of the funded “pipeline” of projects previously 
authorized by the Legislature - a signal of the potential for growth in the debt 
service budget.

The mix of projects currently financed (for which we are paying debt service) and 
projects not yet financed (bonds authorized but not issued) shows that infrastructure 
investment has recently become a more prominent concern. Whereas infrastructure 
projects represent only 35% of the state debt outstanding as of June 30, 1983 (See
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Figure 6 ), over 1/2 (53%) of the bonds now authorized but unsold are for infra
structure investment. (See Figure 7.)

______________________________  Figure 6

State Debt Outstanding for Infrastructure and other 
Long Term Borrowing as of 6/8 3
(m illions  o f  d o lla rs)

Fund Infrastructure Other Total

G en era l F u n d $ 193.1 *2.162.5 *2,355.7
H ighw ay  F u n d 739.2 — 739.2
Inland Fish and Game Fund — .8 .8
State Recreational Areas Fund — 33.8 33.8
MDC P ark s — 63.7 63.7

S ew er 91.9 — 91.9
W a te r 120.5 — 120.5

O th e r 86.5 - 86.5

Total Sl,231.1 *2.260.8 *3,492.1

P ercen t 35% 65% 100%

Figure 7

Unissued Bonds for Infrastructure and other 
Long Term  Borrowing as of 6/83
(m illions  o f  do lla rs )

Fund Infrastructure Other Total

General Fund * 593.5 *810.9 $1,404.4
Flighway Fund 311.0 - 311.0
Inland Fish and Game Fund - - -
State Recreational Areas Fund - 34.7 34.7
M D C  —  P a rk s - 50.8 50.8

S ew er 66.4 - 66.4
W a te r 68.1 - 68.1

O th e r - 41.2 41.2

Total *1,039.0 *937.6 *1,976.6

P ercen t 53% 47% 100%

Thus, MassBank will be able to relieve the Commonwealth of some of the increasing 
burden of infrastructure projects which have been authorized by the Legislature but 
which are not yet financed in the debt service budget. Clearly, MassBank is a worth
while investment in the Commonwealth’s future: while allowing us to go forward 
with the large backlog of long-term infrastructure projects which are essential to our 
continuing economic prosperity, MassBank will also help to relieve the Common
wealth’s relatively high degree of reliance on general obligation debt to finance long
term capital projects.

Bond Fund Spending Controls In the past, it has been customary to regard debt 
service as a passive budget expense, assuming that the level of debt service incurred is 
the automatic result of the cost of financing authorized projects out of bond fund 
cash and bond sales. Given the rapid increase in debt service costs in the recent past
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(FY84 costs are 14% more than FY83), we believe that the debt service budget can 
no longer be treated as a fixed cost item.

In order to control the rate of growth in the debt service budget, we have embarked 
in FY84 on a program designed to assert active management control over the bond 
fund spending rate. Essentially, we plan to implement a spending plan and expendi
ture monitoring process for the bond funds which parallels the spending plan system 
traditionally used to control the operating fund budget. Our goal is to develop a sys
tem which will ensure that agencies manage bond financed projects within the limits 
of the planned rate of bond sales.

The basic elements of the bond fund spending plan process are the following:

• Required approval of agencies’ bond fund spending plans by their Secretaries and 
by A&F;

• Monthly monitoring of actual versus planned spending, and audits of agency 
compliance;

• Sanctions for agencies whose spending rates do not conform to approved levels.

We believe that this new management discipline over the bond fund area of state 
government can achieve important results. We can guarantee that debt service costs 
stay within affordable and legislatively authorized limits. Furthermore, we can improve 
the planning and scheduling of projects to ensure that they reflect our priorities for 
program need, economic impact, and public safety. Finally, we can maximize the 
availability of federal revenues by designing and implementing projects which meet 
federal matching requirements.

FY85  Budget Recommendations

Given our planned conversion of more debt to revenue bond financing and the 
implementation of bond fund spending controls, we are recommending an FY85 
debt service budget that represents a significant improvement over the debt service 
levels of the recent past. Our recommendation for FY85 totals $465.38 million, an 
increase of only 5% over the FY84 debt service appropriation. Furthermore, the 
reforms we are proposing will enable us to reduce significantly the level of general 
obligation debt burden on the Commonwealth’s general revenue resources. While 
debt service in FY84 will consume an estimated 7% of total state revenue (a ratio 
already somewhat lower than the trend over the past ten years), our debt service 
budget for FY85 will require only 6 % of estimated fiscal revenues. Thus, the reforms 
we are proposing will bring into check one of the state’s largest underlying “fixed” 
costs, and allow us to support improvements in other areas of state government.

Adm inistration and 
Finance —
Human Resource 
Management

Summary
(000’s omitted)

FY85

FY83 FY83 FY84 Maint. Gov's
Approp. Expense Approp. Budget Recom.

Affirmative Action Agencies $1,177 $1,098 $1,306 $1,596 $1,768

Personnel Management 6,739 6,462 6,637 6,825 7,433

Total State Expenditures $7,556 $7,560 $7,943 $8,421 $9,201

The Commonwealth’s concern with human resource development extends to all citi
zens through its educational, employment and training, and equal opportunity
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efforts. The Executive Office for Administration and Finance promotes affirmative 
action throughout the Commonwealth and coordinates human resource manage
ment in state government. The following discussion identifies the problems we face in 
these two important areas, the steps we have already taken to address them, and the 
major initiatives we are undertaking in FY85.

Affirm ative Action

We are committed to protect the rights and privileges of all the citizens of the Com
monwealth. Discriminatory practices in the public and private sectors must be elimi
nated, and their effects must be affirmatively remedied. Four agencies in A&F are 
charged with this responsibility: the Massachusetts Commission Against Discrimina
tion (MCAD), the State Office of Affirmative Action (SOAA), the Office of Handi
capped Affairs (OHA), and the Department of Personnel Administration (DPA). In 
addition to the ongoing activities of these agencies, the Executive Office has initiated 
a number of affirmative action measures in the areas of employment opportunity and 
the Commonwealth’s purchasing of goods and services.

Major Issues

• Massachusetts Commission Against Discrimination The Massachusetts Commis
sion Against Discrimination (MCAD), one of the first state civil rights agencies, 
was created in 1946. Its mission is to insure equal opportunity for all persons in the 
Commonwealth in the areas of employment, housing, education, credit, and public 
accommodations. MCAD enforces the state’s civil rights laws; reviews state and 
federal grants; and provides technical assistance to municipalities in developing 
affirmative action, fair housing, and minority enterprise plans.

MCAD’s caseload fluctuated between 1980 and 1983 from a low of 1,641 to a high 
of 2,009. The inventory of unsettled cases at the end of the year has been in excess 
of 2 ,0 0 0 ; we estimate, however, that the number of cases outstanding at the end of 
1983 will be around 1,800.

• State Office o f Affirmative Action The purpose of the State Office of Affirmative 
Action (SOAA) is to implement our policy of non-discrimination and equal em
ployment opportunity within state government. Executive Order #227, signed by 
the Governor in February, 1983, requires each state agency to develop an affirma
tive action plan for future hiring and provides SOAA with the authority to approve 
and enforce each plan. SOAA’s jurisdiction has been expanded by Executive Order 
#235, mandating non-discrimination for Vietnam-era veterans; an executive order 
that will be signed early in 1984 on the rights of the disabled; and Executive Order 
#236, creating a 17-member Advisory Board for SOAA.

• Office o f Handicapped Affairs The Office of Handicapped Affairs (OHA) moni
tors all state policies affecting disabled persons, recommends ways to upgrade the 
quality and accessibility of state services to the disabled, and promotes the 
employment of disabled persons in the public and private sectors.

FY85 Agenda

• MCAD  In FY85, MCAD will continue to reduce the backlog of cases by intro
ducing fact-finding conferences; targeting cases at the public hearing stage; instal
ling a comprehensive data processing system; and adding several new investigative 
positions.

• SOAA  SOAA’s most significant accomplishment during 1983 is the unprece
dented number of minorities who have joined the state workforce. Since January, 
1983, minorities have totaled 23% and women 50% of all new state employees; of 
the 2570 state employees hired since January, 1983, approximately 580 have been
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minorities and 1,280 have been women. In January, 1983, the percentage of minori
ties in state service was about 8.5%. At the end of 1983, for the first time in the his
tory of the Commonwealth, minorities represented more than 10% of the entire state 
workforce.

To continue and improve upon this successful record in FY85, SOAA will continue 
to monitor the performance of state agencies and provide technical assistance in 
recruiting minorities for public employment.

• OH A Increasing employment opportunities for the handicapped is a major OHA 
priority. In addition to working closely with MCAD to implement a new grievance 
procedure for complaints concerning discrimination on the basis of handicap,
OHA plans the following initiatives in FY85:

• Implement new executive order on the rights of the disabled, and 
work with the Massachusetts Office of Deafness to implement the 
new Deaf Rights Bill;

• Hire a new director of OHA with substantial background in agency 
management and policy, and complete OHA citizen advisory board 
appointments;

• Work with SOAA to increase employment opportunities for the 
disabled in state government and work with MCAD to implement 
Chapter 533, a new state law prohibiting discrimination against the 
disabled in employment;

• Survey all major state buildings to determine their accessibility to 
the disabled; and

• Compile information and report to the Governor on the statewide 
public and private transportation needs of the disabled.

• Department o f Personnel Administration (DPA) affirmative action agenda 
Working with other A&F agencies, DPA will initiate the following affirmative 
action initiatives in FY85:

• Decrease the delay between the administration of a civil service ex
amination and the processing of a certified list so that more quali
fied minorities and women will be able to take positions when
finally offered;

• Aggressively implement flexible work schedules so that underrepre
sented groups in state service will have more employment options. 
DPA will hire a coordinator for part-time work to increase the 
number and variety of part-time and flex-time positions in state 
government; and

• Enhance the state’s recruitment and referral capacity to assist the 
agencies not covered by the Culbreath consent decree in affirmative 
action outreach. DPA has budgeted four additional specialists for 
this purpose.

• Affirmative action in state contracting Affirmative action is not just a matter of 
increasing employment opportunities. For the first time, the state is working to 
develop a minority- and women-owned set-aside program.

In FY83, state agencies purchased approximately $617 million worth of goods and 
services, excluding construction. Of this, only $1.25 million, or .2%, went to certi
fied minority businesses. Pursuant to Chapter 434 (1976), EOAF is establishing a 
minority- and woman-owned small business set-aside program. Each agency will be 
responsible for ensuring that a certain percentage of its goods and services business 
goes to minority- and woman-owned businesses and will report this percentage to 
Administration and Finance. The Department of Commerce and Development is
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developing a marketing and recruitment strategy for this program; it will certify the 
status of businesses and monitor agency performance. The state’s Purchasing Agent 
will provide technical assistance in the contracting process.

FY85 Budget Recommendation The total budget request for the agencies whose 
primary focus is affirmative action MCAD, SOAA, and OH A is $1.8 million.
DPA’s affirmative action efforts are funded in the DPA budget (described below); in 
addition, we have budgeted two full-time staff in the Small Business Assistance Bureau 
of the Department of Commerce and one full-time position in the Purchasing Agent’s 
Division to work on the affirmative contracting programs.

Major expansion items in the FY85 recommendation include $97,000 for the MCAD 
to fund staff and computer equipment and $79,000 for new staff and equipment at 
SOAA. In addition, we propose to fund SOAA in a separate line item in FY85.

Personnel Management and Labor Relations

The two agencies most concerned with developing and implementing the Common
wealth’s human resource management policies and programs are the Department of 
Personnel Administration (DPA) and the Office of Employee Relations (OER). In 
the past, DPA’s major emphasis has been on implementing Civil Service law and 
procedure; recently, however, it has begun to devote resources to a broader range of 
personnel management issues. OER concentrates its efforts on the Commonwealth’s 
relations with its unionized employees.

Major Issues The primary focus of our management of state employees is increas
ing productivity by improving the quality of the work environment and providing 
managers the tools they need to deploy their staff, financial and other resources effec
tively. Both managers and non-managerial employees determine how productive a 
work force can be. In state government, where there is no single “bottom line” to 
measure performance and the services provided by the employees range from curbing 
child abuse to processing Medicaid claims to cleaning up toxic waste, the need for 
professional management skills and effective incentives to meet agency goals is great.

Among the problems facing managers in state government is a recruitment and hiring 
process that is time-consuming and inadequately coordinated. There is, at present, no 
efficient way to redeploy staff from one agency to another as personnel requirements 
shift. Thus, when faced with a new program initiative or change in policy direction, 
agency managers look first to hiring from outside state government to fill their needs. 
We want to reduce unnecessary additions to the payroll by facilitating interagency 
transfers of staff and by retraining existing staff to take on new tasks.

FY85 Agenda The major components of our ellorts to promote productivity are 
described below.

• Professional Recruiting and Development One key to a productive work force is 
a cadre of skilled managers. In FY85, DPA will run a professional recruitment 
program for state agencies, begun on a pilot basis in FY84. Managers and supervi
sors already in state service will continue to be eligible for existing training pro
grams, and DPA will begin to offer intensive training sessions in such areas as 
problem-solving and affirmative action recruitment and monitoring. In conjunction 
with the Office of Employee Relations, DPA will adminster the tuition remission 
program, instituted in the most recent round of collective bargaining agreements. 
Under this program, state employees can take job-related courses at state colleges 
and universities free of charge.

• Redeployment program As a complement to the increasing automation occurring 
in state agencies, DPA will initiate in FY85 a program to redeploy clerks and other
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staff. DPA will establish a central data bank of names and clerical positions and 
match employees with appropriate jobs in state government.

• Quality o f work life pilot programs Employees’ productivity can be enhanced if 
they are given more influence over the design of their working environment. 
Employees who handle the daily administrative tasks of a program are often best 
able to suggest and devise labor-saving strategies. And, improvements in the quality 
of workers’ environments can improve their productivity markedly. Finally, workers 
should not necessarily have to abandon jobs when the circumstances of their lives 
change: in many cases it would be more efficient for the Commonwealth to adjust 
its work requirements to the needs of highly experienced personnel than to embark 
on the long process of training replacements. In FY85, DPA will begin to explore 
ways to further productivity through pilot programs in llexible working hours, part- 
time jobs and job sharing. The Office of Employee Relations will initiate several 
Quality of Work Life pilot programs.

• Employee Assistance Program In a large work force like the Commonwealth’s, 
employees are bound to experience personal problems that hamper their productiv
ity at work. The Commonwealth, as the state’s largest employer, should develop 
exemplary programs to respond to employees’job performance difficulties. 
Employee Assistance helps employees manage problems such as stress and alcoho
lism, assisting employee and employer alike by reducing the interference of per
sonal problems into working hours. During FY85, the scope of the current pro
gram will be expanded.

• Performance evaluation and merit recognition As part of its effort to improve the 
productivity and accountability of state workers, DPA is instituting a performance 
evaluation system mandated by the Legislature. During FY84, this idea is being 
tested on a pilot basis; next year, it will be extended to more state agencies and 
employees. Particularly outstanding performers will be eligible for the Performance 
Recognition Program. This new program, for which employees will be nominated, 
will recognize at least three employees in each agency.

• Improving Access to Employee Benefits During FY85, DPA in concert with the 
relevant agencies intends to improve the quality of information about employee 
benefits — both for those who are entitled to them and for those in the agencies 
who explain benefits to employees. This effort will take three forms:

• a written handbook that summarizes the choices available in health 
and life insurance and describes the Commonwealth’s policy on 
vacations, sick time and other personnel matters;

• thorough training for the payroll clerks, unemployment insurance 
agents and workmen’s compensation agents who are the first source 
of information on benefits for most employees; and

• pre-retirement counselling.

• Sick Leave Program A major initiative (begun in FY84) to control personnel 
costs and enhance employee productivity will be the implementation of a sick leave 
management and monitoring program. In the past, employees in state government 
have taken an average of 12 of the 15 days of annual sick leave to which they are 
entitled. In the private sector, however, six to eight days per employee is consid
ered average. Statewide, each of these “lost” days cost the state $5 million in pro
ductivity and more than $650,000 in overtime paid to those who covered for the 
absent employees.

To curtail the abuse of sick days, the Executive Office of Administration and 
Finance has already taken several steps. Statewide, managers are being trained by 
DPA and OER to recognize and prevent sick leave abuses. Beginning in February, 
1984, all agencies will have to report on the average number of sick days taken by 
their employees. In FY85 this measure will be incorporated into the evaluation of
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managers’ performance and agencies’ budget requests. During FY85, the monitor
ing of sick leave utilization and training of agency managers will be fully imple
mented across the state.

• Automation o f  state personnel Junctions

• Personnel management information systems (PMIS) PMIS is 
being phased in during FY84 and should cover all state agencies by 
no later than the end of FY85. This system automates personnel 
transactions and payroll preparation; it can also generate manage
ment reports that will help agency heads monitor absenteeism and 
sick leave utilization.

• Examination and list information process system (ELIPSYS) 
EL1PSYS will fully automate many civil service functions and help 
DPA administer examinations, create eligible lists, and certify can
didates for positions in state agencies and local government.

• Delegation and technical assistance to municipalities In an effort to help munici
palities manage their own human resources more efficiently, DPA consults with 
them on classification, Civil Service and other personnel issues. Through training 
sessions and handbooks, DPA increases local understanding of statutory mandates, 
policies and procedures. During FY85 a major focus of this effort will be the dele
gation of civil service authority to municipalities.

• In order to incorporate county personnel systems into these management assistance 
efforts, we are recommending that the state’s County Personnel Board be trans
ferred from the Department of Revenue to the Department of Personnel Adminis
tration. This consolidation of similar functions will not only save costs by eliminat
ing duplication, but will also expand the scope of services now provided by the 
state to the counties.

FY85 Budget Recommendation Our budget recommendation for DPA, OER and 
the Civil Service Commission is $74 million. Of this amount, $6 .8  million will pay for 
maintenance of activities at the FY84 level. The remainder will pay for the new 
initiatives described above.

Administration 
and Finance — 
Employee Benefits 
Administration: 
Health Care 
Coverage

Sum m ary
(000’s omitted)

FY85

FY83
Approp.

FY83
Expense

FY84
Approp.

Maint.
Budget

Gov’s
Recom.

Group Insurance Administration $ 1,456 $ 1,369 $ 1.473 $ 1.478 $ 1,559
Premiums Employees 110,800 113,175 136,290 183.720 181,720
Premiums Retirees 697,707 2,109 914 — -
Premiums Retired Teachers 3,262 2,535 3,622 4,619 4,619

Total State Expenditures $116,215 $119,188 $142,299 $189,817 $187,898

The Group Insurance Commission (G.I.C.) administers two important employee 
benefits: life and health insurance. Virtually all of the GIC’s costs are attributable to 
health care coverage. The Commonwealth provides high quality coverage for all state 
employees and their families and for retirees from state service. Also included in the 
state pool are non-state agencies like Massport and local housing authorities. (The 
costs of their coverage, while included in the appropriation request, are fully 
reimbursable to the state.)
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The Commonwealth offers both traditional health insurance, currently provided by 
Blue Cross/Blue Shield (BC/BS), and coverage through 11 health maintenance 
organizations (HMOs) to state employees. An estimated 18% of the covered popula
tion is enrolled in HMOs. Optional Medicare Extension (OME), supplemental cover
age for Medicare recipients, is offered to retirees.

Major Issues

Nationally, the costs of health care coverage have been rising at a rapid pace. The 
proportion of GNP devoted to the health sector is, according to recent estimates, in 
excess of 10%. The problem in Massachusetts is even more extreme. Hospital utiliza
tion, which accounts for nearly half of the cost of medical care, is particularly expen
sive in Massachusetts. The average cost of a day in a hospital here is 26% higher than 
the national average, while the cost of an average stay is 45% higher than the U.S. 
average. In Massachusetts, total health expenditures are projected to grow at an 
annual rate of 12% from FY78 to FY85, reaching $2,398 per person by FY85. This 
cost is 30% higher than the per capita average for the entire country.

The problem facing the Commonwealth as the state’s largest employer reflects these 
trends. The costs of health coverage for state employees and retirees, of which the 
state pays 90%, have risen dramatically during the past five years. Total costs in the 
major funding account grew from $89 million in FY80 to an estimated $154 million 
in FY84 and are projected to reach nearly $185 million in FY85. The major causes of 
these increased costs include the following:

Rising premium rates The primary cause of this cost escalation is premium rate 
increases: Blue Cross/ Blue Shield rates have more than doubled from FY80 to FY85 
while OME (insurance primarily for retirees) rates have more than tripled. The rates 
for HMOs have increased more slowly than those for traditional health insurance: the 
average of the premium rates of HMOs offered by the state rose about 60% during 
this period. (See Figure 1.)

Family Plan Premium Costs
BC/BS vs. HMO Average

220

■■ HMO Average

Source: Budget Bureau/GIC

Figure I

Individual Premium Costs
BC/BS vs. HMO Average 

Dollar Premium
100

™ HMO Average 

Source: Budget Bureau/GIC

The state, under federal regulations, pays up to 90% of the BC/BS premium amount 
as its contribution to an HMO contract. Because that 90% share is frequently higher 
than the full HMO premium, the employee share of premium costs for HMOs is at
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or near zero. For example, the state currently pays $ 8 6  of the $96 BC/BS individual 
premium and pays all of the $73 individual premium for employes enrolled in Har
vard Community Health Plan.

Increasing numbers of covered employees and retirees From FY80 to FY85, the 
number of health coverage contracts rose from 125,091 to an estimated 140,418.
Most of this growth came in HMO enrollment; the number of HMO contracts more 
than doubled during this period. Our rate of participation in HMOs, currently esti
mated at 18%, exceeds both state and national averages.

Blue Cross/Blue Shield contracts rose only 3% — from 116,123 to 119,261 — during 
this period. (See Figure 2.) The concentration of growth in HMOs rather than in tra
ditional insurance has helped temper the increase in our overall health coverage costs. 
Each month, we save $350,000 that we would have spent if employees now in HMOs 
had enrolled in BC/BS instead.

F ig u re  2

Enrollment
BC/BS vs. HMO’s

1980 1981 1982 1983* 1984* 1985*
■  BC/BS
■  HMO’s

Source: Budget Bureau/Group Insurance 
Commission

*Estimated

Changing population Growth in the state’s cost to insure retirees has greatly out
paced growth in the state’s payments for active employees, for two reasons. First, 
retirees make up an increasingly large proportion of the state’s covered population, 
rising from 34% of the covered contracts in FY80 to an estimated 42% of the total in 
FY85. Second, the vast majority of retirees carry OME and Medicare, coverage 
whose cost has tripled while basic BC/BS coverage doubled. The cost of state-paid 
insurance for retirees has risen from 15% to 24% of all non-HMO premiums paid by 
the Commonwealth.
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Utilization patterns Another factor driving up the cost of health coverage for the 
Commonwealth is higher than average utilization of expensive services by the state’s 
covered population. For example, an analysis of BC/BS enrollees revealed that their 
use of in-hospital services is 35% above the state average for individuals and that the 
typical hospital stay is two days longer than the non-state average. The incidence of 
diagnostic X-ray and lab charges is significantly higher for state employees than for 
the average BC/ BS member.

FY85 Agenda: Managing the growing costs of health care coverage

During FY84, several steps were taken to begin to curb the increase in the costs of 
health care for state employees and retirees. The results of these initiatives will be 
analyzed to help us set the course for FY85 and beyond.

New financing arrangements In FY84, the state moved from a premium payment 
system with BC/ BS to a claims reimbursement system. This new mechanism, under 
which the state rather than BC/BS holds a large reserve for future claims payments, 
is conferring significant cash flow benefits on the state.

Managed health care Under the Blue Cross/Blue Shield contract, a managed health 
care pilot program is being instituted for state employees in Worcester County. The 
general goal of a managed health care program is to emulate the most effective sav
ings components in an HMO system without restricting the enrollee’s choice of medi
cal care provider to a pre-selected group of physicians. In the Worcester pilot, 
modeled after successful plans adopted by private and other public employers, hospi
tal use will be controlled through pre-admission reviews and mandatory second opin
ions to determine whether and when hospitalization is medically necessary. This kind 
of review helps screen out unnecessary costs like those incurred when a doctor admits 
a patient on Friday although surgery is not scheduled until Monday.

Improved access to HMOs HMOs cost considerably less than traditional health 
insurance while offering an equally high quality of care. For example, HMOs rou
tinely screen hospital utilization, a major contributor to rising costs, in the same 
fashion as the pilot BC/BS program in Worcester. The underlying philosophy of 
HMOs is preventive care — catching potentially serious and costly medical problems 
as early as possible. It is in all our interest to make HMOs widely available and to 
provide helpful information about them so that employees can become informed con
sumers of health care.

Massachusetts is one of only six states in the country to offer ten or more HMOs to 
its employees. During 1984, five more will be added to the 11 currently available, 
increasing geographic coverage and widening the options for types of care. By FY85, 
an estimated 20,000 employees — up from 9,000 in FY80 — will have HMO con
tracts. The share of covered employees in HMOs will be an estimated 20% in FY85, 
making the Commonwealth one of 12 states that have more than 15% of their employ
ees in HMOs. This HMO enrollment has been accomplished in the absence of any 
promotion of HMOs to prospective members. In FY84, marketing materials that 
explain and promote HMOs in a clear and attractive format are being developed and 
will be distributed to all employees during the next open enrollment period.

Comprehensive review of cost-saving options A systematic analysis of the state’s 
current health care coverage system has been instituted; a final report is expected in 
mid-1984. In tandem with this study, we are forming working groups composed of 
representatives of the groups concerned with controlling the escalating costs of health 
care while maintaining a high level of quality.

Administrative improvements In addition to pursuing major savings through better 
management of health care costs, we are implementing a number of administrative
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improvements in FY84 and FY85. Automation will streamline many of the claims 
auditing, eligibility file maintenance, coordination of benefits, and billing procedures 
that now — performed manually — create unnecessary delays for employees and 
vendors alike. The new system will also permit the detailed data analysis necessary to 
evaluate cost containment proposals.

FY 85  Budget Recommendations
The FY85 budget request reflects an increase of $34.3 million in costs to provide 
health care coverage for employees and retirees. This projection is based on the fol
lowing estimates:

Population growth (average) 2 .2 %
active employees: 1-0 %
retired employees: 4.4%

Premium growth (aggregate) 17.4%
HMOs: 15%
BC/BS: 16%
OME: 37%
Medicare A: 36%
Medicare B: 2 2 %

Administration 
and Finance —
Employee Benefit 
Administration: Pensions

Sum m ary
(000’s omitted)

FY85

FY83 FY83 FY84 Maint. Gov’s
Approp. Expense Approp. Budget Recom.

A&F Pensions SI 57,748 $178,709 $169,639 $218,644 $201,308
Treasurer’s Pensions 197,926 203,122 203,446 260,711 247,911

Total State Expenditures $355,674 $381,831 $373,085 $479,355 $449,219

The Commonwealth funds and administers pension payments for retired teachers 
and public employees. (The public retirees’ system, though administered by the 
Treasurer’s office, is discussed here.) Supporting this function are a professional 
investment team that manages the more than $2  billion in assets in both systems and 
the Public Employees’ Retirement Administration.

Pension costs are among the largest “uncontrollable” expenditures in state govern
ment. Each year, the state faces not only rising current costs but also an increase in 
future obligations incurred. The most recent estimates value the total state and local 
unfunded liability at more than $9 billion. A significant portion of these rising costs 
is attributable to disability pensions. Managing this overall growth in spending is one 
of our highest priorities.

Major Issues

High pension liabilities represent not only a growing drain on appropriated funds but 
also a factor in raising the state’s borrowing costs for general obligation debt. For 
local systems, rising pension costs and the tax levy restrictions imposed by Proposi
tion 2/j are on a collision course. Projected growth in payments to retirees will 
exceed allowable increases in revenues in several communities within the next decade.
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To give an extreme example, one recent study estimates that Boston’s pensions will 
cost more than 1 Vi times the amount of local property tax revenues available to pay 
for them in FY92. The same study projects that FY92 pensions will cost more than 
40% of property tax revenues in six communities and more than 20% in 14 
communities.

The following discussion highlights the major causes of growth in the state’s pension 
costs.

Current costs The annual cost of pensions for retired teachers and public 
employees has been rising steadily over the past five years. Appropriations have 
grown 42%, from $278.5 million in FY80 to a requested $396.5 million in FY85. The 
growth in the two largest accounts is analyzed below and summarized in Figure I.

• Teachers’ pensions (excluding Boston) grew 33% from $121.6 million in 1979 
(calendar year) to an estimated $162.3 million in 1983 — an increase attributable in 
roughly equal measure to growth in the number of retirees (14%) and growth in 
the average pension (17%). The state’s costs for FY85 are estimated at $180.7 
million.

• Pensions for public retirees during the same period grew 51% from $115.0 million in 
calendar year 1979 to an estimated $173.2 million in CY83. Of this increase, 15% 
was due to higher average pensions and 31% was caused by growth in the number 
of retirees. For FY85, the state’s cost is projected to reach $188.6 million.

Figure I

Growth in Retirement Costs

Teachers' Pensions

Calendar Year
(As of 12/31) 

Number retirees Cost (state share) Average pension

1979 18,109 S121.6M $6,713
1980 18,556 132.2 7,123
1981 19,525 143.1 7,329
1982 20,240 153.2 7,832
1983 20,716 (est.) 153.2 (est.) 7,832 (est.)

% Change 14.4% 33.5% 17.6%

Public Employees' Pensions

1979 24,743 S115.0M $4,646
1980 26,148 127.4 4,871
1981 29,484 140.6 4,769
1982 31,569 153.6 4,867
1983 32,500 (est.) 173.2 (est.) 5,329 (est.)

% Change 31.4% 50.6% 14.7%

The $ 6 6  million increase in appropriations requested for the two largest pension 
accounts reflects, in addition to rising pension payments, the first-year cost of our 
investment in reducing future pension payment liabilities: consistent with recently 
enacted pension reform legislation developed by the Dunlop Commission, we are 
allocating expected “excess interest” to the pension reserve fund rather than to the 
current appropriations account. “Excess” interest is any amount earned by a fund in 
excess of the “regular” interest it must credit to its members’ accounts. During FY84,
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$61 million in excess interest was available, under the provisions of the existing stat
ute, to defray the costs of current pension payments to teachers and public employees. 
Beginning in FY85, any excess interest will be allocated to the pension reserve fund 
to help pay for future liabilities. This change in pension funding policy represents a 
significant investment in the Commonwealth’s future.

Unfunded liability The state operates a “pay as you go” pension system. Each year, 
the state has, with some exceptions, funded only the costs it will pay out during the 
year. (Since the creation of the pension reserve fund in 1977, some funds have been 
set aside to help defray future costs.) As a result, the state faces a growing unfunded 
liability in addition to rising current costs. This liability, estimated at $9 billion for 
the 105 Massachusetts systems, represents the obligation the state has already 
incurred to pay pensions in the future to employees who are currently on the payroll. 
Credit rating agencies and the Commonwealth’s bond counsel continue to cite the 
state’s high level of unfunded liability as an important factor producing low bond 
ratings and high borrowing costs.

Disability pensions While only 10% of all retirees are on disability pensions, they 
are receiving nearly one-third of all pension payments. Average individual disability 
pensions are higher than regular pensions because they are based on the employee’s 
salary at the time of the disability rather than on the three-year average and because 
they are automatically pegged at 72% of salary, regardless of the employee’s age or 
number of years of service. In addition, because disability pensions are granted with
out any vesting requirement and tend to be awarded to employees who are younger 
than the typical retiree, the state’s liability for a retiree on a disability pension may 
extend for a longer period than it would for someone with an ordinary pension.
Thus, disability pensions add, in greater proportion than regular pensions, to the 
state’s current and future costs.

FY 8 5  Agenda: Legislative and adm inistrative reform

The growing costs of pension payments have sparked efforts to find new sources of 
funding and to correct abuses that cause wasteful expenditures. Several legislative 
and administrative reforms have already been prompted by the work of a task force 
chaired by John Dunlop and by that of a special legislative commission, both created 
in 1983. Our FY85 recommendations for pension funding represent our participation 
in and full support of pension reform. These new investments in pension funding 
represent a significant first step toward addressing our unfunded liability problem.
The components of our pension management efforts and their potential value as 
investments in the future are discussed below.

• New pension legislation During the 1983 session, legislation was enacted that 
will dramatically alter the funding of the 105 public pension systems across the 
state. First, the legislation establishes a mechanism for releasing qualified systems 
from unduly restrictive investment constraints. Instead of being bound by the 
“legal list” of investments, which has limited the ability of fund managers to max
imize the return on their portfolios, the pension systems will be able to follow the 
“prudent investor” rules followed by private funds and by many other public sys
tems. This flexibility is expected to add an estimated average two percentage points 
to the funds’ investment return, increasing earnings for all the systems by up to 
$218 million in the first full year of implementation (See Figure 2.).

A second major change embodied in the legislation is the requirement that certain 
sources of funds be used to temper the growth in the unfunded liability. Local sys
tems are required to establish pension reserve funds, like the existing state pension
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reserve fund, to meet future pension liabilities. Along with excess interest, at least 
1.3% of the state’s annual personnel appropriation and an additional 1% of salary 
contributions from new employees will be dedicated to the pension reserve fund.

The local reserve funds will be able to participate along with the state in a profes
sionally managed Pension Reserves Investment Trust Fund. The required annual 
appropriation and 1% increase in the contribution rate for new employees will 
increase the pension systems’ assets by an estimated $23 million in FY85.

• Development oriented investments The overriding goal of the pension funds’ 
management is to protect and wisely invest the employee contributions entrusted 
to their care. With the lifting of the legal list restrictions, we will be able to consider 
using the resources of the pension system to advance goals like economic develop
ment or affordable housing. For example, the new legislation allocates a minimum 
of $2 million to a fund managed by the Massachusetts Technology Development 
Corporation (MTDC). This funding will help expand its role as a source of capital 
for new technology ventures. As other states have demonstrated, pension funds 
can be valuable in filling gaps in private market funding sources. In no case, how
ever, would such investments be made at the expense of sound fiscal management 
or market rates of return.

• Administrative and procedural improvements The Public Employees Retirement 
Administration (PERA) was created early in 1983 and given broad authority to 
oversee the 105 pension systems. For the first time, one agency was given the 
responsibility and the resources to issue rules and regulations and audit all the pen
sion systems. This charter will help make the administration of local pension sys
tems consistent.

• Disability pensions PERA’s first year was dedicated to improving the Com
monwealth’s oversight and administration of disability pensions. The agency’s en
abling legislation strengthened the medical review process and granted the right of 
final retirement approval to PERA. The agency’s review of nearly 100 retirements 
a month resulted in 17% of cases remanded to the local systems for clarification. In 
addition to auditing local decisions, the agency issued uniform disability pension 
guidelines and regulations for use by the local systems.

During FY85, PERA will continue its procedural improvements and begin to 
investigate structural reform of the disability retirement system. The Dunlop

Figure 2

Annual Funding Contribution: New Pension Legislation
($ 000)

Fiscal
Year

End of 
Year Assets 

Old 
System

1.3%
State

Payroll
Employee

Contribution
No Refund 
of Interest

Federal
Grant

Recovery

Increased
Investment

Earnings

End of 
Year Total 

New System

New System 
Increase 

Over Old 
System

1985 4,428,337 18,469 4,736 1,200 13,200 217,762 4,683,704 255.367

1986 4.893,312 19,300 9.899 2,000 13,200 375,235 5,312.947 419,635

1987 5,407,110 20.169 13,634 2,800 13,200 567,720 6,024,633 617,523

1988 5.974.857 21,076 18.178 3,600 13,200 798,672 6.829,583 854,727

1989 6,602,217 22,025 22.076 4,400 13,200 1,074.425 7.738.343 1,136.126

1990 7,295,449 23,016 25,216 5,200 13.200 1,400,541 8,762,622 1,467.173

1995 12,018,864 28.682 42,121 9,200 13,200 4,063,889 16.175,956 4,157.092

2000 19,800,439 35.743 62,487 13,200 13,200 9,579,926 29,504,995 9,704.556

Source: FOAF calculations, with assistance from pension finance stall' of the Federal Reserve Bank (Boston).
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Commission is analyzing the disability pension system as well. Correction of pro
cedural and structural weaknesses is essential to preserve the fiscal viability of the 
pension system and the benefits rightfully due to retirees.

FY 85  Budget Recomm endations

The total pension request, including $249.9 million in appropriations to the Treasur
er’s account, amounts to $450.9 million. This request encompasses:

• $185.3 million in pensions to retired teachers
• $196.8 million in pensions to public retirees in a number of groups paid out of the 

Treasurer’s accounts and for the pension reserve fund
• $2 0 .3  million to meet already incurred obligations for cost of living payments to 

local retirees
• $16.4 million in new FY85 3% additional allowance payments for all retirees
• $5.4 million in administrative costs, including $90,000 to establish the Investment 

Advisory Unit called for in the new pension funding law.
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Executive Office  
of Environmental 
Affairs

Secretariat Summary
(000’s omitted)

FY83
Approp.

FY83
Expense

FY84
Approp.

FY85

Maint.
Budget

Gov’s
Recom.

Office of the Secretary $ 1,552 $ 1,482 $ 1,847 $ 2,014 $ 2,195
Department of Environmental

Management 20,120 18,412 22,638 23,683 24,452
Department of Environmental

Quality Engineering 13,462 14,296 13,767 12,180 15,475
Department of Fisheries, Wildlife,

and Recreational Vehicles 8,857 9,389 10,305 10,592 11,181
Metropolitan District Commission 78,429 76,356 82,622 70,766 74,182
Department of Food and

Agriculture 6,617 6,347 7,058 7,347 7,448

Total State Expenditures *129,037 $126,282 $138,237 $126,582 $134,933

Federal Grant Funds S 21,177 $ 16,512 $ 21,020 $ - $ 18,006

Retained Revenue S - $ 515 $ 588 $ - $ 588

Non-Tax Revenue
Federal Reimbursement $ - $ 1,605 $ 1,401 $ 1,275 $ 1,275
Fees, Licenses, & Permits - 10,910 11,871 12,584 14,084
Reimbursements for Services - 945 740 740 740
Special Assessments — 97,852 99,191 101,348 101,348
Other - 7.926 7,905 8,163 38,861

Total Non-Tax Revenue $ - $119,238 $121,108 $124,110 $156,308

The Executive Office of Environmental Affairs is responsible for a broad array of 
programs which affect every citizen in the Commonwealth and, arguably, every vis
itor as well. Maintaining and improving the quality of our environment is a top 
priority of our citizens. The Executive Office plays an important role in coordinating 
environmental policy questions that cut across agency lines, thus strengthening our 
ability to respond to the ever growing number of problems which threaten our natu
ral resources.

Many critical environmental issues cross agency lines and concern a number of 
diverse program needs. Hazardous waste is a good example. The Department of 
Environmental Quality Engineering (DEQE) is responsible for clean-up efforts and a 
wide range of regulatory programs controlling the transportation and disposal of 
hazardous wastes. At the same time, the Department of Environmental Management 
(DEM) promotes source reduction and other sound management techniques, while 
the Hazardous Waste Site Safety Council in the Secretary’s Office oversees the siting 
of treatment and disposal facilities.

Acid rain is another issue of great concern to many citizens. Again, DEQE is 
involved in this issue by virtue of its program to control air pollution. In addition, 
the Department of Fisheries, Wildlife, and Recreational Vehicles (DFWRV) is in
volved in research and monitoring to determine the extent and impact of the acid 
rain problem, as well as in efforts to neutralize the impact of acid rain on the lakes 
and ponds of the Commonwealth.

Water supply, both in terms of quality and quantity, is an issue which is gaining 
greater visibility every day. The Secretary’s Office has identified this as a priority
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deserving of special coordination efforts. The Water Division of the Metropolitan 
District Commission (MDC) has a key role in guaranteeing the quantity and quality 
of water in the metropolitan Boston area, while DEQE’s Division of Water Supply 
operates a number of key programs designed to monitor and safeguard the quality of 
drinking water statewide.

Open space preservation and good land management is another priority of this 
secretariat. DEM has a major role in this area, by intelligently managing the forests 
and parks currently under its control for the long term public benefit, and through 
careful planning for future acquisitions and new programs at existing facilities. In 
addition, the Department of Food & Agriculture (DFA) operates the Agricultural 
Preservation Restriction (APR) program, which is another important aspect of a 
comprehensive policy for sound management of the Commonwealth’s land resources. 
Despite this challenging agenda, the Executive Office of Environmental Affairs has 
not had adequate resources to fully address even its highest priorities. Federal funds 
to support key environmental staff have dropped considerably in recent years. This 
phenomenon is highlighted in the FY85 budget by the need to fund key coastal zone 
management (CZM) and inspection and maintenance (I/M) positions which have 
been dropped from federal funding. Also, the budget must address several areas in 
which the shortage of maintenance personnel has crippled crucial programs, with 
potentially costly long term results unless the situation is corrected.

The programs operated by this secretariat have important economic development 
implications in addition to their primary environmental impact. One example is the 
MDC’s provision and maintenance of the water and sewer infrastructure in the Bos
ton area, as well as DEQE’s support for such infrastructure throughout the rest of 
the state. Another is DEM’s Urban Heritage Park Program which stimulates private 
investment in urban areas.

Many other Environmental Affairs programs benefit specific sectors of the state’s 
economy. For example, DFA promotes the agricultural sector, both in terms of 
increasing its in-state market share and boosting exports. In addition, the existence of 
credible regulatory programs which can guarantee the quality of Massachusetts’ agri
cultural products helps this sector as well. A similar function is provided by 
DFWRV’s Division of Marine Fisheries, which has helped the Massachusetts fishing 
industry (the fourth largest in the nation) to remain strong. Also, the facilities con
structed and maintained by both DEM and DFWRV contribute substantially to the 
Commonwealth’s tourist industry.

One major function of this Secretariat which relates to these economic development 
concerns is capital programming. EOEA is responsible for a number of major capital 
programs including the Heritage Parks Program, open space acquisition, and new 
parks and recreational facilities. To secure the Commonwealth’s investment, one of 
EOEA’s top priorities is to ensure that adequate resources are available to design, 
construct, and operate these new facilities.
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Environm ental A ffa irs — 
O ffice  of the Secretary

Environmental Affairs — 
Department of 
Environmental 
Management

Agency Summary
(000’s omitted)

FY85

FY83
Approp.

FY83
Expense

FY84
Approp.

Maint.
Budget

Gov’s
Recom.

Total, State Expenditures SI,552 $1,482 $1,847 $2,014 $2,195

The Office of the Secretary of Environmental Affairs received a consolidated budget 
in FY84 which included the Coastal Zone Management program, the Division of 
Conservation Services, the Environmental Impact Review program, and the Water 
Resources Commission. In addition, three other line items in the budget were asso
ciated with the Secretary’s Office: the expenses of the Martha’s Vineyard Commis
sion, the Hazardous Waste Facility Site Safety Council, and the Hazardous Waste 
Technical Assistance grants program. This budgetary structure is continued in the 
FY85 recommendation.

FY85  Budget Recommendations
The recommended budget includes a maintenance amount of $2.01 million. Several 
program adjustments and/or expansions are proposed, totaling $208,162. The larg
est of these involves the state assumption of five positions in the Coastal Energy 
Impact Program, for which federal funding is no longer available. Also recom
mended is a position for a water resources program coordinator and additional staff 
to help coordinate the capital outlay programs throughout all of the agencies within 
the secretariat.

Agency Summary
(000’s omitted)

FY8S

FY83
Approp.

FY83
Expense

FY84
Approp.

Maint.
Budget

Gov’s
Recom.

Total, State Expenditures $20,120 $18,412 $22,638 $23,683 $24,452

The Department of Environmental Management (DEM) is charged with protecting 
the Commonwealth’s natural resources and maintaining open space and recreational 
opportunities. DEM’s facilities range from the Mt. Greylock Reservation, which was 
created 85 years ago, to the eight urban heritage parks which will be in operation 
during FY84. In addition to the system of 250,000 acres of forests and parks (the 
seventh largest state system in the U.S.), DEM’s other responsibilities stretch from 
dam safety inspections to the promotion of proper treatment for the state’s hazardous 
and solid wastes.

DEM’s 8 6  staffed forests and parks, as well as rinks, pools, heritage parks, and ocean 
beaches, are used by over 11 million visitors annually and generate more than $6 mil
lion in revenues. The Department must maintain these facilities, provide for the publics 
safety while using them, and plan for new open space and recreational opportunities 
to meet the growing needs of the public.

The heritage parks, DEM’s newest program managed by the Bureau of Urban Serv-
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ices, have been designed in a way that reflects the diversity of the cities in which they 
will be located.

Many of the principal regional cities in the Commonwealth (North Adams, Fall River, 
Gardner, etc.) have been struggling toward economic and aesthetic revitalization of 
their downtowns for years. The heritage parks, which are located in many of these 
cities, will contribute substantially to both the needed infrastructure and the aesthetic 
quality of these downtowns, making private investment substantially more attractive. 
The eight parks are expected to ultimately stimulate $55 million or more in private 
investment, much of which has already begun.

The management plans developed for each of the parks reflect DEM’s consultations 
with local government officials as to who should be responsible for activities such as 
maintenance, visitors’ centers, and special programs. Each park is tailored to the mix 
of public and private interests identified as appropriate for that city. For example, 
the entire management of the Lynn Park will be contracted to a nonprofit service 
organization, the Lynn Historical Society, while the Lawrence Park will combine city 
management of the newly-renovated Campagnone Common with DEM management 
of the park visitors’ center and riverfront park. The heritage parks are expected to 
generate 700,000 visitors during LY85.

DEM’s Bureau of Forest Development manages timber resources on public lands and 
also provides a variety of technical assistance services to private woodland owners. 
Sales of forest products provided revenues of approximately $600,000 to the Common
wealth in FY83, and there is potential for significant improvement in this area. In 
addition, the Bureau seeks to promote better woodland management in order to 
prevent soil erosion and floods, conserve water, and improve conditions for wildlife 
and recreation.

Major Issues

DEM faces several major problems which have been developing for a number of 
years. One of the most troublesome has been the steady erosion of the Department’s 
capacity (in terms of staff work-years) to properly manage the diverse properties under 
its control. From 1980 to 1983, the number of visitors to state parks increased over 
35%, from 8.4 million to 11.4 million. The need for repairs to facilities, as well as the 
public’s demand for interpretive services, has increased. For example, Salisbury Beach 
and Myles Standish Forest have experienced substantial growth in visitors, with an 
accompanying rise in vandalism as well as routine wear and tear to facilities. Thus, the 
need for patrols (especially at night or in outlying areas) and maintenance has in
creased. Interpretive services such as displays or guides to explain wildlife, geology, 
and historical aspects of parks have become very popular. At the same time the 
number of weeks for which seasonal staff are hired has been reduced due to budgetary 
constraints. The Department is also faced with the need to staff and maintain facilities 
recently acquired by the Commonwealth.

Another program which has suffered from underfunding in the past is the Dam Safety 
Inspection program. The Commonwealth’s 1700 dams should be inspected once every 
two years. However, at the present time DEM inspects slightly more than 200 dams 
annually. Better performance from this program will ensure the integrity of this impor
tant component of the state’s infrastructure, and thus protect the public’s safety and 
avoid economic losses.
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FY 8 5  Agenda

One of DEM’s top priorities is to fully staff the eight existing urban heritage parks and 
expand the recreational opportunities associated with these parks. These include swim
ming, pedal boating, and ice-skating at the 120-acre Dunn’s Park in Gardner, as well 
as passive recreational opportunities at the Lowell Lock and Canal System and the 
Natural Bridge, which will become part of the North Adams Heritage Park. The 
Bureau of Urban Services will develop a plan for year-round Heritage Parks operation, 
which will involve initiating selected new activities to complement those introduced in 
FY84.

Another important goal for DEM is to restore capacity for proper management of the 
public resource represented by our forests and parks. This will involve better stafffing 
for existing recreational areas which have seen recent increases in public use, as well as 
essential seasonal staffing at recently-acquired recreational areas which will open to the 
public by or during FY85. These include Halibut Point State Park in Rockport, the 
Cape Cod Bay Park in Brewster, Washburn Island (an ecologically significant 330-acre 
barrier island) in Falmouth, and the Connecticut Valley Rail Trail, a nine-mile 
recreational bikeway in Amherst, Hadley, and Northampton.

A third DEM priority is to ensure proper oversight of its capital projects, which have 
grown substantially in recent years to an estimated volume in excess of $63 million. 
One element of this capital program is construction for the heritage parks, but plan
ning, land acquisition, and development costs for a number of more traditional park 
facilities are also included.

A badly-needed staffing increase coupled with an improved management initiative will 
enable the Dam Safety Inspection program to more than double the number of dams 
inspected annually, from just over 200 to about 500. Responsibility for the Outdoor 
Advertising Board (OAB) will be transferred to DEM in FY85. The OAB regulates 
advertising on state and federal highways, conducts hearings and grants licenses for 
outdoor advertising according to standards developed by the Board.

Finally, the Bureau of Solid Waste Disposal will focus in FY85 on its four hazardous 
waste management priority programs. These include studies and promotion of source 
reduction techniques, the siting of a solvent recovery facility, data collection and 
planning efforts, and continuation of public education efforts.

FY85  Budget Recommendations

The FY85 budget recommendation for DEM contains a maintenance budget of $23.7 
million. Expansion totalling $769,000 is also proposed, including:

• three new year-round and ten seasonal positions to expand the heritage parks 
program, bringing the total budget to more than $1.4 million;

• funding for three new full-time and 70 new seasonal positions to start rebuilding 
capacity for maintenance at existing recreational areas and to start staffing newly 
opened areas;

• funding for three positions to oversee DEM’s capital spending programs;
• funding for two additional Dam Safety Inspectors; and
• $100,000 to fund the activities of the Outdoor Advertising Board.
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Environmental Affairs — 
Department of 
Environmental 
Quality Engineering

Agency Sum m ary
(000’s omitted)

FY85

FY83 FY83 FY84 Maint. Gov’s
Approp. Expense Approp. Budget Recom.

Total State Expenditures $13,462 $14,926 $13,767 $12,1811 $15,475

The Department of Environmental Quality Engineering (DEQE) is one of EOEA’s 
most visible agencies. DEQE protects the public health and safety by regulating 
industrial, commercial and municipal activities which may pollute the air, water and 
land. It develops and administers a wide range of environmental programs — from 
an auto inspection program covering 3.4 million vehicles to the licensing of hazard
ous waste facilities. In addition to its regulatory programs, DEQE distributes grants 
to cities and towns to help them rebuild their water and sewer systems.

Major Issues
Hazardous Waste In the past several years there has been a significant increase in 
both the number of DEQE’s public health and safety programs and the amount of 
work required to fulfill the needs of each individual program. The hazardous waste 
area is the clearest illustration of this problem. In the last five years, nearly 10% of all 
Massachusetts communities have lost at least part of their water supply to chemical 
contamination. In addition to the more than 60 locations known to contain hazard
ous wastes which need to be cleaned up, there are between 250 and 350 potential sites 
around the Commonwealth that need further inspection. Based on our previous expe
rience with site assessments, it seems probable that at least 100 of these will be found 
to contain wastes which will need to be cleaned up.

With the passage of the state Superfund bill, DEQE has been able to add some new 
staff to step up the clean-up of sites. However, the additional work associated with 
the legislation requires increased DEQE activity in other areas such as regulation 
development and cost recovery. For example:

• 16 federal Superfund sites are now on the list to be cleaned up, but this number is 
likely to increase to 20 by FY85;

• the number of cleaned-up sites which should be monitored to verify that a full 
clean-up was actually accomplished will rise to 53 by FY85;

• DEQE must provide emergency response for up to 1,000 oil and chemical material 
spills annually;

• the manifest tracking system will need to cover 104,000 shipments of hazardous 
waste by FY85;

• passage of the “Right-to-Know” bill requires DEQE involvement in tracking 
hazardous materials in the workplace in addition to wastes in the environment.

Water Supply The number of public water supplies which DEQE should monitor 
has increased from 500 to about 2,000 over the past four years. Many of these, in
cluding 258 public water supply wells which 1980 surveys found contained detectable 
levels of contaminants, require intensive follow-up monitoring. In addition, DEQE is 
responsible for inspecting 10 ,000  cross-connections (an inadvertent connection between 
drinking water and contaminated water) throughout the Commonwealth.

Acid Rain Massachusetts receives the most intense acid rain the entire country with 
pH levels as low as 2.8. A recent DEQE study shows approximately two-thirds of the 
state is vulnerable to acid rain, endangering our lakes and ponds, forests, wildlife, 
agricultural crops, and buildings and statues.
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Figure I

DEQE Personnel Trends
(State & Federally Funded)
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The Governor has taken a lead role in working with other states to develop a national 
acid rain control plan. In FY85, following Congress’ anticipated adoption of national 
legislation on acid rain control, Massachusetts will need to develop its own control the 
pollutants that contribute to the formation of acid rain are anticipated. Even if national 
legislation is delayed, Massachusetts should continue to plan for a program to meet its 
needs. It is crucial that resources be provided to properly develop and implement a 
control plan, which, coupled with DFWRV’s existing monitoring and mitigation 
program, will give the Commonwealth a comprehensive means of addressing this 
serious problem.
Solid Waste Although hazardous waste has claimed almost all the public attention, 
the Commonwealth faces serious problems with its current solid waste disposal prac
tices as well. Not only are most landfills in the state nearing their capacity, many 
have become potentially serious pollution problems as well. In the past, DEQE has 
lacked adequate resources to properly investigate landfills and bring legal actions to 
protect the public health. In the few cases where an action was brought, the per
ceived lack of a viable alternative to the landfill has prevented a successful closure.

Resources DEQE must overcome a number of obstacles in order to accomplish its 
many goals. Despite a dramatic increase in the number of programs which it is legis
latively mandated to implement, the Department has suffered severe reductions in 
federally-funded positions (see Figure I). In addition, there was a real decline in state 
resources available to DEQE from 1980 to 1983, although the F Y84 budget began 
the process of rebuilding the agency’s capacity to keep up with its many responsibili
ties.

FY85 Agenda

The FY85 DEQE agenda expands upon a number of initiatives begun in FY84 to 
make the Department more efficient and increase its capacity to address pressing 
environmental problems. Chief among these FY84 initiatives is the consolidated 
budget, which has provided DEQE an opportunity to realign resources to more 
closely match the needs of current programs. In addition, the consolidated budget 
has led to administrative savings which are reflected in the proposed budget for 
FY85.

Hazardous Materials The top priority of DEQE is hazardous waste cleanup and 
control. The Division of Hazardous Waste seeks an increase of 56 staff over the 141 
expected to be working in this program by the end of FY84. This expansion will 
enable the Division to dramatically step up many important facets of the hazardous 
waste control program. Figure 2 provides an indication of the program accomplish
ments that this expansion will allow. The tremendous growth in this program pro
vides a major management challenge in terms of assimilating new staff and making 
optimal use of them. Thus, the Division has opted to spread its total needed increase 
over three years (FY84-86).

A related issue which DEQE will need to integrate into its hazardous materials 
agenda during FY85 is the implementation of the recently passed “Right-to-Know” 
legislation. This legislation, which requires that records be kept, and retrieved as
requested, for an average of 20 chemicals in each of 10,500 affected workplaces 
around the Commonwealth, will be a significant information management challenge.

Solid Waste To develop a comprehensive answer to the Commonwealth’s solid 
waste dilemma, the Governor will submit legislation which would increase tipping 
fees at landfills. The revenues obtained will fund: (1) new positions within DEQE to 
do a proper job of inspecting landfills; (2) additional lawyers in the Attorney Gener
al’s Office dedicated to environmental protection cases, including those relating to
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landfills; and (3) a grants fund to help pay the costs of environmentally-sound closure 
of landfills. Coupled with the state’s efforts to promote resource recovery facilities as 
an alternative to landfills, this comprehensive program will help to avert a potentially 
critical environmental threat.

Air Quality and Water Supply The next two priorities on DEQE’s agenda are air 
quality and water supply. Air quality staffing needs are divided among three impor
tant programs: acid rain, air toxics, and inspection and maintenance (I/M). It is 
worth noting that the need for staff for I/M  relates directly to federal cutbacks in 
staff support for this program. Since the program involves some 3.4 million inspec
tions anually, it is vital that the DEQE role of calibrating the testing equipment and 
monitoring test results be continued.

DEQE plans to address the public concern over water supply issues by accelerating 
the rate at which the agency inspects and licenses the 10 ,000  cross-connections in the 
Commonwealth. These devices are economically important because they allow signif
icant water conservation in commercial establishments, but it is extremely important 
for public health reasons that they be inspected for proper operation.

Figure 2

Hazardous Waste Program
Faster Progress with FY 85 Recommended Increase

Percent of Needed Actions 
Completed Annually

0 Site Cleanup Cost Manifest Licensing Enforcement
and Assessment Recovery Tracking of Transporters

R  Current Resources 
■  with FY85 Recommendations

FY 85  Budget Recomm endations

The FY85 recommendation for DEQE is $15.5 million, an increase of $3.3 million 
over the amount needed to maintain current operations. Increases recommended for 
DEQE’s high priority programs include:

• 56 new positions and nearly $700,(XX) for hazardous waste cleanup and control.
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• funding for 11 new positions in acid rain, air toxics, and inspection and mainte
nance, DEQE’s air quality priorities;

• funding for eight new positions in the water supply program;
.  nine new positions for other programs, including support and administrative

functions.

Environmental 
Affairs — 
Department of 
Fisheries, W ildlife, 
and Recreational 
Vehicles

Agency Summary
(000’s omitted)

FY85

FY83
Approp.

FY83
Expease

FY84
Approp.

Maint.
Budget

Gov*
Recom.

Total State Expenditures $8,857 $9389 $10305 $10,592 $11,181

The Department of Fisheries, Wildlife, and Recreational Vehicles (DFWRV) is 
charged with the management and protection of the state s wildlife resources. Wildlife 
is a barometer of the quality of the environment and its protection requires prudent 
management of land, rivers, streams, ponds, marshes, and coastal ecosystems. The 
Department’s related activities include regulating hunting, trapping, and fishing; 
registering motor boats, snowmobiles and trail bikes; and providing law enforcement 
and safety programs relating to these activities. The specific missions of DFWRV’s 
operating divisions are as follows:

The Division of Fisheries and Wildlife’s goal is to perpetuate the wildlife resources of 
the Commonwealth by intelligent application of sound research and management 
techniques. In recent years, this has involved a shift in wildlife management policy 
from focusing on individual species protection to the protection and enhancement of 
the entire ecosystem. One manifestation of this change is the expanded Non-Game 
Management program. This program was created in FY83, by legislation which 
provided that receipts from a voluntary income tax check-off would be dedicated to 
the Wildlife Fund.

The Public Access Board acquires, develops, and maintains public access facilities 
such as boat launching ramps, access roads, trails, and shelters for the recreational
enjoyment of all citizens of the Commonwealth.

The responsibility of the Division of Marine Fisheries is to manage, develop, and 
protect the Commonwealth’s commercial and recreational fisheries and other living 
marine resources to provide the greatest public benefit. Despite extensive 
urbanization, Massachusetts continues to be a major producer of fish and shellfish. In 
1982, an estimated 8,000 commercial fishermen harvested 344 million pounds of fish 
and shellfish, worth about S205 million. Recreational marine sportfishing attracts 
more than 750,000 participants annually.

The Division of Marine and Recreational Vehicles registers boats and off-road 
vehicles, enforces related laws and regulations, and educates citizens on safe 
procedures in these recreational pursuits.

The Division of Law Enforcement protects natural resources through enforcement of
the Commonwealth’s laws protecting wildlife and other resources.

FY 85  Budget Recom m endations

The FY85 recommendation is $11.2 million, an increase of $649,277 over the amount
needed to maintain current operations.
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Environmental 
Affairs — 
Metropolitan 
District Commission

The recommended budget includes two very important program expansions which 
are among the Secretariat’s top priorities. The first relates to research on, and 
mitigation of, acid rain and its effects. The recommended increase of $275,000 will 
allow the expansion of existing monitoring efforts, which help the state to better 
understand the extent of the acid rain problem. Equally important, this funding will 
provide for a dramatic increase in the liming of threatened lakes and ponds (from 
nine in FY84 to 75 or more in FY85) to neutralize the effects of acid rain. The 
Department seeks to safeguard through these efforts a resource which supports five 
million recreational angling trips valued at about $95 million annually. The strong 
public support for the program is evidenced by the volunteer participation which has 
made monitoring at more than 2 ,0 0 0  locations possible.

The second major expansion is in the Non-Game Management program, which will 
receive funding from the new Non-Game Wildlife Fund in FY85. The recommended 
increase of $244,353 will support endangered species research and protection and 
other efforts focused on nongame species which have traditionally not received prior
ity attention from the Department.

The FY85 budget also provides $115,690 for the purchase of badly needed replace
ment equipment to support the activities of the Department.

Agency Sum m ary
(000’s omitted)

FY85

FY83
Approp.

FY83
Expense

FY84
Approp.

Maint.
Budget

Gov’s
Recom.

Total State Expenditures *78,429 *76,356 *82,622 *70,766 *74,072

Approximately 2.5 million people in the Greater Boston area are served by the Met
ropolitan District Commission (MDC). The MDC provides water, sewer and/or 
parks services to the residents of its 54 member communities and water services to 
ten communities outside its service area. The MDC also maintains a police force, 
which patrols the roads and parkways within the MDC’s jurisdiction and provides 
security at MDC parks and recreational facilities. The MDC receives an annual 
appropriation from the Legislature; however, the majority of its expenses are offset 
by revenues. Revenue is generated through an annual assessment levied on each of 
the MDC’s member communities.

Today the MDC is organized into three major divisions:

MDC Parks The MDC parks system was created in the 1890’s by Charles Eliot, a 
protege of Fredrick Law Olmsted. The natural topography of the Charles, Neponset, 
and Mystic Rivers and the surrounding hills served as Eliot’s focal point in designing 
the regional parks system. Today, the MDC Parks Division is charged with the 
responsibility of providing recreational services to approximately 2 .5  million residents 
in the Greater Boston area. The diversity of the metropolitan area is reflected in the 
wide range of facilities owned and managed by the MDC. The MDC parks and 
reservations system includes: 176 miles of parkways; 16.8 miles of coastal land; 23 
skating rinks; 19 swimming pools; and two metropolitan zoos. Residents of the 
Greater Boston area can enjoy concerts at the Hatch Shell, skiing at the Blue Hills 
and softball and picnicking along the Charles River all facilities owned and main
tained by the MDC.

71



B u d g e t R ecom m en dation s

The Metropolitan Police Force was created in 1893 as part of the Metropolitan Park 
Commission. Today, the Metropolitan Police Force has 579 authorized positions 
and is responsible for over 300 miles of parkways and highways. MDC police patrol 
and enforce laws in over 300 recreational and historical sites which serve over 25 mil
lion people a year. The Metropolitan Police operations include: a bomb squad, a 
drug unit, a specially trained K-9 unit, a detective unit, a motorcycle patrol, and a 
mounted patrol unit with 18 horses.

Sewer Division In 1889 Massachusetts became one of the first states in the nation 
to establish a regional sewerage system. Today, the MDC’s Sewer Division operates 
a regional sewage collection and treatment system which serves 2.2 million people in 
a 43-community district. The system includes two primary treatment plants with a 
combined capacity of 1.2 billion gallons per day, 228 miles of interceptor sewers, 10 
pumping stations, and numerous supporting facilities. The Division also operates an 
Industrial Waste Treatment Program. This program regulates the discharge of toxic 
pollutants and heavy metals to the MDC sewer system. As a result of effective man
agement and a tough enforcement program, the discharge of heavy metals to Boston 
Harbor has decreased by as much as 70% in the past 10 years.

Water Division The MDC’s Quabbin and Wachusett reservoirs, with a combined 
capacity of 477 billion gallons, are the principal sources of drinking water for approx
imately 40% of the state’s population. MDC’s Water Division provides drinking 
water to its 35 member communities and ten communities outside the Metropolitan 
Water District. The Division operates 129 miles of major aqueducts and tunnels, 12 
pumping stations with a capacity of over 450 million gallons per day, 265 miles of 
distribution pipeline, and many other related facilities. In addition, this Division is 
responsible for watershed management of 467 square miles of land surrounding 
reservoirs.

The activities of the MDC’s three operating divisions are closely coordinated by the 
MDC’s central administrative office. Its office oversees planning and policy analysis 
activities. It also manages the Commission’s personnel and financial management 
activities and the data processing center. The MDC data processing center also services 
a number of the agencies in Environmental Affairs.

Major Issues

In recent months we have become acutely aware of the serious problems facing the 
MDC. These have been highlighted by the Quincy lawsuit and the Inspector General’s 
recent report on the Parks Division. A number of the problems facing the Water, 
Sewer and Parks Divisions can be traced to personnel shortages. Over the past 
decade the MDC’s staff has been reduced by 20% and as a result we are now faced 
with the problems resulting from years of deferred maintenance.

MDC Parks

• Maintenance The MDC Parks’ system is suffering from years of neglect. Since 
1974 the maintenance staff has been cut by 30% while total acreage has increased 
by 7%. These cutbacks directly affect the residents of the metropolitan area. For 
example, operating hours at pools and rinks have been reduced and the Thompson 
Center, a specially designed park for the handicapped, can operate during only 
three months of the year. Vandalism has become a serious problem at MDC facili
ties in recent years. Poorly maintained facilities experience a much higher rate of 
vandalism.

• Management In 1981, the McKinsey Company completed a major management 
review of the MDC’s operation. This report made a series of recommendations to 
improve performance and accountability. To this end, the McKinsey Company
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designed a project management system for the MDC. This system focused on 
improving and documenting project review at every step of the process. The goal 
of the MDC in adopting McKinsey’s recommendations was to improve the overall 
quality of projects supervised by the MDC and reduce cost overruns. Although 
McKinsey’s recommendations were generally based on sound management princi
ples, a number of their systems proved difficult to implement due to staffing con
straints. The number of engineers within the Parks Division declined by 60% in the 
past ten years. The remaining staff, who were struggling under an ever growing 
workload, were reluctant to assume the new responsibility set forth by the McKin- 
sey study.

The Inspector General’s report on the Parks Division issued earlier this year doc
umented a number of the Division’s management problems, including limited 
technical expertise, poor contract administration and inadequate project planning.

MDC Sewers The MDC sewer system, the oldest regional sewer system in the 
country, is clearly showing its age. The Deer Island Treatment Plant which serves the 
northern portion of the MDC service area was opened in 1968. Currently, the Deer 
Island Plant is operating well in excess of its design capacity. The plant is also 
plagued by a series of operational problems which have been compounded by poor 
maintenance. For the past ten years, the staffing level of the Sewer Division has been 
at least 15% less than an adequate level, due to funding constraints. As a result, per
sonnel have been forced to operate in a crisis atmosphere — sound planning and 
preventative maintenance have been deferred.

The Nut Island Treatment Plant, which serves approximately 650,000 people in the 
southern portion of the service area, was constructed in 1952. The 30-year-old plant 
is currently handling flows far in excess of its design capacity. This problem is partic
ularly acute during wet weather due to storm water overflow. In recent years, the 
MDC has received numerous complaints from area residents regarding the poor 
operation and maintenance of the treatment plant. Quincy residents view the anti
quated Nut Island Plant as a major contributor to the closing of area beaches and 
shellfish flats. To address a number of the “operational” problems at the two plants, 
the MDC is planning to spend $10 million to upgrade the Nut Island Plant. The 
MDC is also planning a $25 million “upgrade” for the Deer Island Plant which 
includes the replacement of the diesel engines. During the past 12 months, the Sew
erage Division has contracted for $16.1 million in study, design, and construction 
work to improve the reliability of the overall sewer system. At the Nut Island Sewer
age Treatment Plant, in-house maintenance personnel have installed an emergency 
generator which will provide power to the plant in the event of main engine failure. 
At the Deer Island Treatment Plant, modifications to improve the reliability of out
moded engines and other equipment continue despite a shortage of maintenance per
sonnel. Improvements to the pumping stations and collection system have also been 
initiated, although progress to date is slow due to understaffing.

In January 1983 the City of Quincy filed suit against the MDC. A Special Master 
was appointed by the court to investigate the City’s charges. Following a 90-day 
review, the Special Master made a series of recommendations to the court. These 
recommendations were incorporated into a Procedural Order signed by all parties. 
This order addressed a broad spectrum of issues, including:

• Infiltration/Inflow
• New sewer connections
• Improved maintenance and upgrading at the Deer & Nut Island plants
• Administration and Operations
• Financial Planning
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In order to address a number of the problems identified by the Special Master and 
comply with federal and state water pollution regulations, the MDC must undertake 
a major capital improvement program estimated to cost $1.5 billion.

MDC Water The major problems facing the MDC’s Water Division are similar to 
those facing a number of the large urbanized areas throughout the country.

Maintenance Years of deferred maintenance due to inadequate funding and cut
backs in personnel have taken a heavy toll on the MDC’s aging water system. As a 
result, the MDC must undertake a costly repair and rehabilitation program which is 
estimated to cost $340 million over the next five years and a total of $800 million by 
1995. In beginning this repair and rehabilitation program, one of the MDC’s first 
priorities is a $70 million pipeline replacement program. By replacing leaking valves 
and rebuilding and replacing major portions of the distribution system, the MDC 
will be able to reduce leakage throughout the system. Reducing water loss, which is 
currently estimated to be 102 million gallons/day (MGD), is particularly important 
considering the shortages forecast in the 1990’s. Other major components of the 
MDC’s short-term rehabilitation program include:

• $20 million to design and construct an upgraded wastewater treatment plant in 
Clinton, Massachusetts; and

• $6 million to rehabilitate a major pumping station and modernize the metering 
system.

Future Demand Since 1960 the demand for water from the MDC has increased by 
30%. During the 1960’s water use increased because of growth in population, 
employment and industrial output. Demand stabilized in the 1970’s; however, during 
the past several years, total demand has exceeded the amount of water that can be 
safely drawn from the existing system. In addition, a number of municipalities whose 
public water supplies have been contaminated by toxic wastes have turned to the 
MDC for help. Current estimates indicate that we will exceed the safe yield of the 
existing systems by approximately 60 MGD in 1990 and 120 MGD in the year 2020. 
To address this problem the MDC has begun a major “water needs” study which is 
scheduled to be completed in 1986. Planning for our future needs is the MDC’s top 
priority. An adequate water supply system is essential for the public health and wel
fare of our citizens and the continued economic growth and development of our 
region.

FY 85  Agenda

MDC Parks We have begun the task of rebuilding the MDC Parks system. At the 
Governor’s request, the MDC Commissioner and the Secretary of Environmental 
Affairs have developed a comprehensive action plan to address the broad spectrum 
of problems facing the Parks Division. Our top priority in FY85 will be to imple
ment these recommendations, which include:

Reorganization The major thrust of the reorganization plan is to focus the re
sources of the Parks Division on the routine maintenance of the extensive number of 
parks and reservations within the MDC system. The Parks Division will continue to 
be responsible for the development of recreational programs under the new man
agement structure. Central Services will report directly to the Commissioner and will 
be responsible for all major maintenance including the annual repair and refurbishing 
of recreational facilities such as rinks and pools.

• The Engineering and Construction Division formerly in the Parks Division will 
also report directly to the Commissioner. We are also establishing an agency-wide 
Personnel Division and expanding the Central Planning Office.
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• Internal Audit Unit This new unit, in the Office of the Commissioner, will ensure 
that the MDC adheres to the standards established by Chapter 579, the Omnibus 
Construction Bill.

• Project Management The M DC will implement the management system devel
oped by McKinsey. In order to improve its effectiveness, the MDC will conduct 
detailed training programs for all staff.

• Contractor Pre-qualification The MDC will establish a rigorous pre-qualification 
screening program for all potential contractors.

• Study/Design Contracts The MDC will discontinue its current practice of letting 
combined study/design contracts for the Parks Division.

• Recruitment A top priority of the Parks Division in FY85 will be to recruit highly 
qualified technical and managerial personnel.

In summary, rebuilding the MDC Parks Division is a multi-year effort. However, we 
believe that the program outlined above will allow us to significantly improve the 
recreational services available to all of the citizens in the metropolitan area.

MDC Water/Sewer Massachusetts has enjoyed economic stability despite a 
national recession. Yet, the future growth and prosperity of the eastern half of the 
state is threatened by the deterioration of the MDC water and sewer systems. These 
systems are the underpinnings of our economy. Today communities within the met
ropolitan area are faced with a potential moratorium on new sewer hook-ups while a 
number of beaches south of Boston are contaminated by sewerage and are frequently 
forced to close. Boston Harbor, one of the region’s most valuable economic and 
recreational resources, is heavily polluted due to discharges from combined sewer 
overflows and the two aging treatment plants.

Although the problems facing the MDC water system have not yet reached crisis 
proportions, it is clear that a substantial repair and rehabilitation program is needed 
if we are to meet the needs of the metropolitan area in the years ahead. To secure the 
quality of our environment and our economic future we must undertake a compre
hensive repair, rehabilitation and construction program. However, the current fund
ing mechanism and organizational structure of the MDC is not adequate to fund the 
necessary capital improvements and oversee the major construction and operation 
programs facing the MDC. Annual water and sewer charges in the Boston area, 
which are substantially below the national average, do not generate sufficient revenue 
to support the MDC’s $2.3 billion capital program. Moreover, within their existing 
tax structure, cities and towns in the district will not be able to significantly increase 
their revenue base.

Recommendation In January 1984, the Governor will file legislation recommending 
that an independent Metropolitan Water and Sewer Authority be established. We 
recommend that the new Water and Sewer Authority begin its work on July I, 1984. 
However, to ensure that the new Authority has sufficient time to plan and develop a 
comprehensive capital financing plan, we would not transfer the day-to-day respon
sibility of operating the MDC system to the Authority until January 1, 1985. Recon
struction of the MDC’s water and sewer systems is essential and unavoidable; putting 
this work off until an existing crisis like the pollution of the Boston Harbor reaches 
even greater proportions will only make the rehabilitation expenses even more burden
some. At the present time, the Commonwealth’s ability to finance capital expenditures 
with general obligation bonds is already overextended: outstanding debt service on 
projects already bonded now totals $3.5 billion, and G.O. bond authorizations which 
have not yet been issued total another $2 billion. Clearly, the MDC’s $2.3 billion 
capital program would put an additional burden on the State’s general revenues 
which would be unbearable. In order to ensure that the MDC’s rebuilding program 
is adequately financed and efficiently implemented, we plan to establish an independ-
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ent administrative body empowered to issue revenue bonds backed by user charges. 
This proposal reflects the work over the past several months of a broad group of 
advisors from A&F, Environmental Affairs, the MDC, and the Massachusetts 
Municipal Association. The recommendation to rely more heavily on user charges is 
consistent with steps being taken by cities throughout the country as they struggle to 
rebuild vital water and sewer systems.

FY85  Budget Recommendation

The Governor’s FY85 budget recommendation for the MDC is $74.2 million. This 
recommendation provides for half-year funding for the Water and Sewer Divisions, 
start-up funding for the new Water and Sewer Authority and a $790,601 expansion 
for increased staffing in the Parks Division. Our recommendation includes:

• $380,356: MDC Administration, including the new Internal Audit Unit and addi
tional personnel for data processing;

• $500,000: Special Water Maintenance;
• $365,360: 17 positions for the Distribution and Sanitary Sections within the Water 

Division;
• $1.7 million: 118 positions for the MDC Sewer Division;
• $790,601: 70 positions for the newly re-organized Parks Division.

Environmental 
Affairs —
Department of Food 
and Agriculture

Agency Summary
(000’s omitted)

FY85

FY83
Approp.

FY83
Expense

FY84
Approp.

Maint.
Budget

Gov’s
Recom.

Total State Expenditures 56,617 *6,347 *7,058 *7,347 *7,448

The Department of Food and Agriculture (DFA) endeavors to maintain a healthy 
agricultural industry within the Commonwealth. Although cash receipts at the farm 
have recently been fairly healthy ($344 million in 1982), the agricultural sector has 
been losing an average of 40,000 acres per year since 1945. To combat this problem, # 
DFA administers the Agricultural Preservation Restriction program, which purchases 
development rights to prime agricultural land to ensure that it remains in agricultural 
production. The Legislature has appropriated a total of $40 million for this program. 
This Department also runs the “Massachusetts Grown. . . and Fresher!” promotional 
campaign, which calls attention to the quality and cost savings attainable through 
purchase of native agricultural products. Approximately 85% of the food we consume 
comes from other states and the prices reflect high transportation costs. The Depart
ment’s programs thus benefit Massachusetts consumers as well as this sector of the 
state economy, which employs more than 60,000 people.

DFA’s programs fall into three categories: Regulatory Services, Agricultural Devel
opment and Animal Health. Regulatory Services ensure the quality of agricultural 
products for the protection of the consumer. The services include: inspection of 
poultry, dairy farms, milk plants, fruits and vegetables (in cooperation with the 
U.S.D.A.), and inspection of nursery stock and plants.

Agricultural Development functions include allotting awards to agricultural fairs and 
4-H clubs, preparing exhibits, and promoting the breeding of thoroughbred and 
standardbred horses. This Division also promotes Massachusetts grown products,
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encourages expansion of farmers markets (from seven in 1976 to 45 locations in 1983), 
and supervises the rental of state lands for agricultural development.

The Division of Animal Health tests and inoculates farms animals for a variety of 
diseases including tuberculosis and brucellosis. These programs improve the overall 
health and productivity of farm animals throughout the state.

The State Reclamation Board oversees the administrative and technical aspects of the 
eight regional Mosquito Control Projects. The Board provided valuable technical 
assistance to local public health authorities during the recent outbreak of equine 
encephalitis.

FY 85  Budget Recomm endations

Food and Agriculture’s activities require a sustained level of effort from year to year, 
therefore the FY85 budget recommendation of $7.4 million is almost entirely for 
maintenance of FY84 staffing and activities and includes only $100,965 for two 
expansion programs.

The first expansion will provide two additional positions for the pesticide hazard evalu
ation program. These resources are necessary to respond to increasing pressure on the 
state Pesticide Board from both environmental groups and the general public to carry 
out full scale hazard evaluations of pesticides registered for use in Massachusetts. With 
this increase, the Division of Regulatory Services will be able to establish its priorities 
for needed evaluations early in FY85, and thereafter complete a thorough hazard 
review of one pesticide every three months.

The second recommended expansion, in Agricultural Development, will expand the 
capacity of the Bureau of Land Use to administer the Agricultural Preservation Re
striction Program. The lengthy APR process — involving multiple appraisals of both 
agricultural and developed land values, soils analysis, etc. — has tended to stretch out 
as long as two years. This is a significant disincentive for landowners to participate in 
the program. The goal of this budget increase is to shorten the process to an average 
of six months and increase the annual rate of acquisitions by 20%.
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Executive Office of 
Com m unities and 
Development

Secretariat Summary
(000's omitted)

FY83
Approp.

FY83
Expense

FY84
Approp.

FY85

Maint. Gov's 
Budget Recom.

Total State Expenditures $ 99,068 $ 65,538 $101,933 $107,184 $118,292

Federal Grant Funds SI 14,415 S115.840 $166,763 $ - $158,098

Non-Tax Revenue
Federal Reimbursements $ - $ 1,862 $ 1,862 $ 3,500 $ 3,500
Fees, Licenses & Permits - 3 7 15 15
Other - 9,048 953 910 910

Total Non-Tax Revenue S - S 10,913 $ 2,821 $ 4,425 $ 4,425

The Executive Office of Communities and Development works through public and 
public-purpose institutions to promote sound community development, provide 
housing for low-income people, and assist community sponsors in the implementa
tion of neighborhood development programs. By providing technical assistance and 
distributing grants, EOCD addresses the municipal management and community 
development needs of the Commonwealth’s 351 cities and towns. As the administra
tor of the state’s housing assistance programs, EOCD oversees the development and 
management of over 61,000 units of publicly-assisted housing. Supporting the neigh
borhood work of community organizations, EOCD supervises the distribution of 
nearly $100 million in fuel assistance to low-income households.

EOCD’s focus on services to its clients is reflected in its revised organizational struc
ture. The agency’s three main client groups are municipal government, housing pro
ducers, and community organizations, and its major organizational units are the Di
vision of Municipal Development, the Division of Housing, and the Division of 
Neighborhoods and Economic Opportunity. While each division responds to differ
ent constituencies, joint projects and policy initiatives allow EOCD to develop inte
grated strategies for addressing needs that cut across division lines.

Major Issues

Housing the Poor Over the last two decades, overall housing needs in Massachu
setts have risen at an extraordinary rate. With the growth in the size of the adult- 
aged population and increases in the rate of household formation, the demand for 
housing in Massachusetts has increased by an estimated 44,000 units a year. But 
housing production in the state has averaged only 20,000 units a year since 1975.
This disparity has driven rents to unparalleled highs: the median rent in the metro
politan Boston area, for example, more than doubled between 1970 and 1980.

The housing crunch has hit lower-income households particularly hard. The scarcity 
of low-cost housing means that these households must devote increasing shares of 
their income to housing. Despite the availability of public housing and the presence 
of rent control in several of the state’s largest cities, more than three-quarters of low- 
income households spend more than 25% of their incomes on rent. Well over half 
devote more than 35% of income to housing.

Massachusetts, which has a generous record of supplementing federal housing 
money with state funds, currently has more public housing per capita than any other
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state in the country. Working through the Commonwealth’s local housing authori
ties, EOCD administers over 61,000 units of publicly-subsidized housing and oversees 
the development of 1,000 to 1,500 new units each year. Most of the subsidized units 
are publicly-owned, but nearly 25% of them are provided through rental assistance 
programs that let low-income households find their own housing in the private 
market. In both cases, public subsidies limit tenants’ rents to no more than 25% of 
their incomes. In FY84, approximately 36,000 elderly and handicapped tenants and 
25,000 low-income family households will be living in publicly-subsidized housing 
administered by ECOD. Housing assisted by the state and federal governments 
through subsidies to developers administered by the Massachusetts Housing Finance 
Agency will accommodate an additional 36,000 low- and moderate-income 
households.

Figure I

State Housing Need

1980 1970

Note: Differences in methodology account for 
some of the difference between the 1980 and 
1970 base needs figures.

*provisional est.

Yet even this relatively large supply cannot possibly meet the full need. All of the 
Commonwealth’s state- and federally-assisted units provide decent, affordable shelter 
to only a third of the households estimated to need low-cost housing. As choices in 
the private market have diminished, requests for publicly-assisted housing have 
grown. At present, there are thousands of low-income households on public housing 
waiting lists across the state, and some applicants wait up to eight years before a unit 
becomes available.

The critical shortage of affordable housing is a central factor in the growing problem 
of homelessness. Low-income households find it difficult to keep up with high rents; 
once evicted, they find their alternatives in the housing market have all but vanished.
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Percentage of Households Paying an Excessive Amount of 
Income on Rent (Massachusetts)

Percentage of Households 

100%

Less than $5,000 to $10,000 to $15,000 to $20,000 or
$5,000 $9,999 $14,999 $19,999 more

Household Income

■  More than 25% of income
■  More than 35% of income

Source: 1980 Census of Population and Housing, STF3A US Bureau of the Census

A second factor contributing to the problem of homelessness is the lack of affordable 
housing appropriate to the needs of key segments of the homeless population. While 
affordable housing solves the problems of most families without homes, many home
less individuals require supportive services as well as housing. The housing tradition
ally provided through public subsidies is not appropriate for the deinstitutionalized 
mental health patients, alcoholics, and other chronically homeless individuals who 
constitute at least half of the Commonwealth’s homeless population.

Building Municipal Capacity The Commonwealth’s cities and towns play a key role 
in the achievement of the state’s economic development and public service goals. 
Local control over land use and housing, and local investment in infrastructure and 
education, for example, have far-reaching effects on the state’s capacity for sustained 
economic growth. While the ability of local governments to make these investments 
and use their resources effectively has always been of concern to the state, the effects 
of Proposition 2Vi and the recent increases in state aid to the localities have brought 
this concern into sharper focus.

The limitation on property tax rates imposed by Proposition 2'A has greatly in
creased the need for creative and effective management. To meet growing needs, 
including rising fixed costs, without raising tax rates, cities and towns must find new 
ways to maximize property tax collections — within the law’s constraints and 
develop and expand alternative sources of revenues. They must also find ways to use 
limited resources more effectively in delivering services and promoting growth.
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Yet management capacity in many cities and towns is not satisfactory. Most of the 
Commonwealth’s 351 cities and towns are small; only a few have sizeable full-time, 
professional managerial staffs. There is clearly a need for more technical assistance 
and information sharing. In view of the state’s growing financial share in local activi
ties — state aid will total $2.37 billion, 65% of locally-raised revenues in FY85 — and 
the vital role these local activities play in the achievement of the state’s goals, it is 
appropriate that state government take an increasingly active role in building man
agement capacity at the local level.

Downtown and Neighborhood Development The physical and economic revitaliza
tion of the Commonwealth’s cities and towns remains a central issue for the 1980’s. 
Although Massachusetts as a whole is enjoying healthy economic growth and rela
tively low unemployment, disinvestment and economic hardship persist in certain 
regions of the state. Many of the older city and town commercial centers in these 
regions require creative assistance if they are to share in the Commonwealth’s 
prosperity.

Different problems confront communities already undergoing revitalization. Re- 
emerging downtowns can put increased pressure on the housing stock of nearby 
neighborhoods, forcing rents upward and driving out long-time residents. In other 
situations, revitalizing central business districts are still surrounded by troubled older 
neighborhoods. Clearly, neighborhood and downtown development continues to 
require careful planning and coordination.

Energy Efficiency Despite recent moderation in energy prices, energy costs continue 
to pose severe problems for public housing developments and low-income house
holds. Most of our large public housing developments are now more than 30 years 
old and many are plagued by inefficient heating systems and energy-poor construc
tion. Utility costs consume nearly half of public housing operating funds in the 
Commonwealth. Control of these costs is essential if we are to free funds to increase 
the supply of affordable housing.

Energy costs continue to be a serious problem for low-income households in the pri
vate market as well. Last year, for example, community organizations administering 

OCD s energy-related programs provided fuel assistance to over 165 000 low- 
income households. Over 20,000 applications for weatherization assistance are cur
rently awaiting action, and EOCD estimates that over 300,000 low-income house
holds in the Commonwealth could benefit from such assistance. At the same time, 
federal funding for weatherization activity dropped from over $8  million in FY83 to 
less than $5 million in FY84.

FY 8 5  Agenda

EOCD s agenda for addressing the issues outlined above is organized around six
strategies.

.  Municipal Development EOCD has a critical role to play in the physical and 
economic revitalization and development of the central core of the Common
wealth’s cities and towns by promoting the infrastructure for job development and 
nourishing downtowns.

• Neighborhood Development Through its work with community-based sponsors 
in urban and rural settings, EOCD seeks to increase the capacity of those organi
zations whose scale is local, whose clientele is the disadvantaged, and whose con
cerns are focused on the physical, social, and economic domains of community
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• Housing and Social Services EOCD must foster the link between housing and 
social services when addressing the needs of households served by state programs.

• Energy Efficiency Energy issues affect all of EOCD’s clients; increased energy 
efficiency in municipal buildings, in public housing, and in low-income homes is, 
therefore, a key concern.

• Capacity Building The management capacity of EOCD’s intermediaries — muni
cipal government, housing producers, and community sponsors — determines the 
degree to which the agency’s funds are efficiently, effectively, and equitably spent.

• Accessibility EOCD’s discretionary programs must be available to those who 
have the greatest need.

Housing the Poor In FY85, EOCD will be taking several steps to increase the 
amount of affordable housing available to low-income households and to prevent 
and address the problem of homelessness.

First, EOCD will begin the process of developing the 2,700 units authorized by the 
recently enacted Comprehensive Housing Act of 1983. By the end of FY8 6 , the 
$196.6 million in capital funding provided by this legislation will have added 1,500 
publicly-subsidized units for the elderly, 500 units for the handicapped and 700 units 
for low-income families to the Commonwealth’s supply.

Second, the expansion of rental assistance programs and the addition of new public 
housing units to the current stock will increase the number of households EOCD 
assists in FY85 by over 1,100. By consolidating housing assistance programs into a 
single account, thereby increasing its ability to respond to changing program needs, 
EOCD will be able to provide this additional assistance without additional funding 
in FY85. Indeed, the amount we are recommending for the consolidated housing 
assistance account in FY85 is $640,000 less than the amount appropriated for the 
same programs in separate accounts in FY84.

The new housing units that these efforts are expected to produce in FY85 and future 
years will greatly expand the state’s capacity to address the needs of the homeless.

But increases in publicly-subsidized housing, however great, will not by themselves be 
sufficient to address the needs of the homeless. The Commonwealth’s stock of 
publicly-subsidized housing will never be large enough to provide affordable homes 
for all the Commonwealth’s low-income households; we will continue to depend on 
the private sector to supply most of the housing for our poor. In order to help low- 
income families and individuals secure and maintain decent, affordable housing 
within the private sector housing stock, EOCD will be instituting a Housing Services 
program in FY85. By providing counselling and technical assistance to low-income 
homeowners, and by helping landlords and tenants resolve differences, this program 
will help households remain in their current residences. It will also help those who 
are without homes find housing in the private market. Recognizing the inability of 
the public housing stock to accommodate those who become homeless, and the 
necessity of ensuring that the private market continues to house the majority of low- 
income families, the Housing Services program will focus on the prevention of home
lessness. The program is expected to provide services to at least 5,000 low-income 
households in FY85.

This program, coupled with the expansion in the supply of public housing, will help 
address the problems of those who are or may become homeless for reasons that are 
primarily financial. To address the needs of those who are homeless for other reasons 
as well, EOCD will be diversifying the housing it provides. This diversification will 
fill the gap between traditional public housing and emergency, temporary shelters for 
the homeless, and will connect the appropriate type of physical setting with the rele-
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vant social service programs. EOCD’s Handicapped Housing program is one critical 
element in an intermediate range of the housing spectrum. In FY85, EOCD will be 
extending the range of “intermediate” options to address the housing needs of other 
important segments of the homeless population, such as deinstitutionalized people in 
need of limited support services. For example, EOCD will be amending rental assist
ance program guidelines to allow subsidies for residents of lodging houses. In addi
tion, EOCD will be conducting a variety of “single room occupancy” and accessory 
apartment demonstration projects.

Building Municipal Capacity To improve local capacity to manage within increas
ingly strained resources, EOCD will be undertaking two initiatives in FY85.

The first initiative is the new Incentive Aid program. This $2 million program, which 
will be administered by EOCD in consultation with the Department of Education, 
will fund projects that yield cost savings or permanent improvements in management 
capacity. A top priority will be joint projects between school districts and municipal 
governments to improve management efficiency. The program will also promote 
interlocal efforts to share equipment, computer capacity, facilities, and other 
resources.

The second initiative will improve the effectiveness of the management assistance 
EOCD’s programs currently offer by providing localities with incentives to take 
advantage of the agency’s technical services and with disincentives for failing to do 
so. For example, EOCD will be using local management performance as one criteri
on in its distribution of discretionary development funds.

Promoting Downtown and Neighborhood Development The budget we are 
recommending for FY85 will allow EOCD to continue to promote downtown revi
talization efforts, and to expand the support it provides for the neighborhood devel
opment activities of community-based organizations. In FY85, EOCD will be paying 
particular attention to the creative blending of municipal and neighborhood devel
opment efforts. It will, for example, be looking at ways in which municipal develop
ment funds, such as those provided under the Small Cities Program, can be used by 
Community Development Corporations (CDCs) for the development of older com
mercial neighborhoods. The recently negotiated contract between the Massachusetts 
Industrial Finance Agency (MIFA) and the Community Economic Development 
Assistance Corporation (CEDAC) to provide technical assistance to CDCs working 
in older downtown areas is a good example of this emerging linkage between down
town and neighborhood development efforts.

Promoting Energy Efficiency In FY85, EOCD will continue its efforts to reduce 
energy consumption in state-assisted housing developments and to minimize the 
impact of escalating energy costs on low-income households.

To control energy costs in public housing, EOCD has developed a systematic 
approach to energy management. A seasonal energy checklist for each housing 
authority is now in use, and mandatory energy audits are being conducted for every 
state-assisted unit. EOCD will continue to direct modernization funds, including 
those authorized by the Comprehensive Housing Act of 1983, to improvements that 
enhance energy efficiency. At the same time, EOCD is providing incentives for hous
ing authorities to manage energy wisely, allowing them to keep a share of any energy 
savings.

To help low-income households in private housing cope with energy costs, EOCD 
will again be overseeing the distribution of nearly $ 1 0 0  million of fuel assistance to 
165,000 lower-income households. In order to reduce this need for fuel assistance, we 
are recommending that state funding for weatherization assistance be increased by
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$2.75 million to a total of $4.0 million in FY85. This increase will offset the projected 
reduction in federal funding for these efforts, allowing EOCD to maintain the cur
rent level of activity and weatherize 1,000 units a month. With energy savings for 
each weatherized unit estimated at $240, this investment is clearly a sound one.

FY 85  Budget Recommendations

The FY85 budget recommendation for the Executive Office of Communities and
Development is $118.3 million. This amount represents an increase of $11.1 million
over the amount needed to maintain current operations. The major components of
this increase include:

• $500,000 for a new Flousing Services Program to help low-income households 
secure and maintain housing in the private market;

• $ 2  million for a new program of incentive grants to increase the management 
capacity of local governments and school districts;

• $500,000 to increase economic development grants to community-based organiza
tions through the Community Enterprise Eonomic Development (CEED) program;

• $2 .7 5  million to maintain weatheriz.ation efforts at current levels in the face of de
clining federal assistance; and

• $5 million in interest subsidies for developers of low- and moderate-income 
housing.
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■ xecutive Office of 
luman Services

Secretariat Summary
(000’s omitted)

FY83
Approp.

FY83
Expense

FY84
Approp.

Maint.
Budget

FY85

Gov’s
Recom.

Office of the Secretary S 6,607 S 2,317 $ 3,999 $ 4,421 * 4,528
Rate Setting Commission 1,853 1,698 3,918 5,218 5,218
Commission for the Blind 39,759 39,431 41,456 45,420 44,049
Massachusetts Rehabilitation
Commission 9,104 9,008 10,600 11.200 11,213
Office for Children 4,981 4,953 5,391 5,554 5,947
Veterans' Services 10,408 11,809 10,204 8,777 8,778
Soldiers’ Homes 18,255 18,223 18,968 20,268 20,357
Department of Youth Services 30,791 29,511 32,857 35,060 37,139
Department of Correction 96,539 96,977 105,634 112,220 115,969
Department of Public Welfare 1,840,659 1,801,193 1,799,416 1,959,215 2,001,873
Department of Public Health 117,988 117,173 127.462 131,084 133,915
Department of Social Services 201,523 198,445 210,620 221,397 234,935
Department of Mental Health: 
Mental Retardation 271,733 269,321 277,374 304,233 306,833
All other Mental Health 244,515 241,890 258,651 272,510 277,363

Total State Expenditures *2,894,715 *2,841,949 *2,906,550 *3,136,577 *3,208,117

Federal Grant Funds S 107,483 S 99,214 * 119,095 S - S 118,343

Retained Revenue * - * 19,921 * 74,071 * 35,524 * 35,524

Non-Tax Revenue
Federal Reimbursement $ - $1,090,080 $1,060,849 $1,092,987 $1,106,913
Fees, Licenses & Permits — 2,099 8,340 10,384 10,579
Reimbursement for Services — 61,736 24,640 85,698 85,698
Special Assessments — — — — _
Other - 12,808 9,272 10,319 11,069

Total Non-Tax Revenue * - *1,166,723 *1.103,101 *1,199,388 *1,214,259

The 15 human service agencies within the Executive Office of Human Services pro
vide economic support, social services, and health care to the neediest citizens of the 
Commonwealth, including the poor, the homeless, the elderly, children, the physically 
disabled, and the mentally ill. Three of these agencies protect the citizens of the 
Commonwealth by providing secure detention and rehabilitative services to juvenile 
and adult offenders.

In FY85, these agencies plan a coordinated effort to address the Commonwealth’s 
most important human service needs:

• Effective and prompt aid to the homeless and assistance required to prevent home
lessness, through the Departments of Public Welfare, Mental Health, and Social 
Services;

• A better life for the Commonwealth’s children, through expanded services to protect 
children from abuse, improve child health and nutrition, and better serve troubled 
adolescents through the Departments of Social Services, Public Welfare, Public 
Health, Mental Health, Youth Services, and the Office for Children;
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• Adequate cash assistance and health care for the Commonwealth’s neediest individ
uals and families, through the Departments of Public Welfare, Public Health, 
Mental Health, Office of Veteran’s Services, and Commission for the Blind;

• Employment and training services to enable some needy individuals and families to 
end their dependence on public assistance, through the Department of Public 
Welfare;

• Planning for the transitional and continuing service needs of developmentally dis
abled young adults no longer eligible for Chapter 766 services through the Depart
ment of Mental Health, Public Health, Mass. Commission for the Blind, and the 
Mass. Rehabilitation Commission;

• Expanded child care services to enable more women to obtain employment, or to 
participate in the Commonwealth’s training programs, and to provide increased 
protective services for victims of child abuse and neglect, through the Departments 
of Social Services, Public Welfare, and the Office for Children;

• Full funding of the Commonwealth’s obligations to mentally retarded and mentally 
ill citizens required by federal court consent degrees;

• Reduction in prison overcrowding, through expansion in parole services, diversion 
of youthful offenders, and full staffing of facilities;

• Effective management of human services programs, including reduction of unneces
sary costs, development of new revenue sources, and better coordination of programs 
administered by multiple agencies.

Strengthening the Purchase-of-Service System During FY85, the Executive Office 
of Human Services, in cooperation with the Executive Office of Administration and 
Finance, will implement a package of reimbursement increases and procedural innova
tions that will significantly ease the administrative and financial burden facing contract 
providers dealing with the Commonwealth.

Figure I

Growth of the Human Services Budget 
1975-1985
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Dollars in Billions

3.5

2.5 Current Dollars

2 .0

1.5 C o n s ta n t  D o lla rs

1.0

75 76 77 78 79 80 81 82 83 84 85
Fiscal Years

86



B u d g e t R e co m m e n d a tio n s

Federal Reimbursement for Human Services
FY75 =  100 Figure 2
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First, the Governor’s recommendations for all purchase-of-service accounts within the 
Secretariat include a 4% increase in reimbursement rates. (The 4% figure represents 
an average; increases in individual contracts will vary and will reflect the Secretariat’s 
development of improved contract management policies, including better control of 
payments for excess capacity.) Given the recent stabilization of costs for rentals, fuel, 
and other fixed expenses incurred by service providers, this reimbursement increase, 
in conjunction with EOHS contracting reforms, is expected to support wage and sal
ary increases comparable in many cases to those of state employees performing sim
ilar work.

Additionally, the Office of the Comptroller, in the Executive Office of Administration 
and Finance, will implement in FY85 a simplified contract payment system which will 
speed payment to providers, reduce their administrative burden, and decrease their 
needs for working capital.

The Governor is also initiating other actions which will assist non-profit contract serv
ice providers to meet their needs for capital for facility improvements and expansion. 
First, those providers will be identified as high-priority recipients for a proposed new 
$75 million pool of small business development loan funds. This pool would be created 
by the Commonwealth’s savings banks if the Legislature enacts the savings bank excise 
tax revisions the Governor will propose in FY84. The Governor has also designated 
human service provider organizations as eligible for capital financing through the 
Commonwealth’s Community Development Finance Corporation. The Executive 
Offices of Administration and Finance and Human Services will supply technical 
assistance to service provider organizations wishing to participate in these programs.
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Office of the Secretary

Human Serv ices  — 
The Rate Setting  
Com m ission

The Office of the Secretary of Human Services provides comprehensive planning and 
coordination of all activities and programs of the above named agencies. In addition, 
the Secretary’s Office is responsible for improving administrative operations of the 
agencies and is mandated to review budgetary matters concerning all human service 
agencies.

In FY84, the Legislature approved funding for the Office of the Secretary to provide 
expanded audit capacity; stronger management of the Secretariat-wide systems for 
contracting, budgeting, personnel, and data processing systems; and improved capac
ity for policy development and evaluation. This funding has led to the following 
accomplishments;

• An increase in the number of purchase of service audits from 83 in FY83 to a pro
jected 140 in FY84. FY84 audits are projected to recover $500,000 in inappropriate 
billings, an increase of nearly 400% over FY83.

• Development of consistent standards for all EOHS agency contracts, and provision 
of technical assistance to agencies in contract monitoring and rate negotiations. 
These steps will produce better targeting of resources within the $370 million EOHS 
purchase of service system.

• Implementation of a program budget process that required agencies with overlapping 
responsibilities to jointly plan improved delivery of services.

• Expansion of the Secretariat role in policy coordination across agencies. For 
example, the Secretariat Task Force on Troubled Youth is working to resolve 
jurisdictional problems among the many agencies involved in providing service to 
emotionally disturbed youth, in order to improve the quality of care these youths 
receive.

The FY85 budget recommendation is for funding of $4.5 million for the Office of the 
Secretary. The request includes two expansion items: $ 150,000 for expanded audit 
capacity and $ 100 ,000  for the state contribution to a demonstration program of day 
services for the homeless. The expanded audit capacity will allow for review of approx
imately 100 more contracts than in FY84, increasing revenue by approximately 
$250,000. In addition to identifying cases of inappropriate payments, the expanded 
audit capacity will enable EOHS to identify problems in the contracting system, 
producing recommendations for policy changes and improvements. The $100,000 for 
homeless day services will support a portion of the cost of a center in Boston to provide 
lunch, referral services, and case management services to homeless men and women.

Agency Summary
(000’s omitted)

FY85

FY83
Approp.

FY83
Expense

FY84
Approp.

Maint.
Budget

Gov’s
Recom.

Total State Expenditures SI,853 $1,698 S3,918 $5,218 $5,218

The Rate Setting Commission is responsible for establishing reimbursement rates for 
all medical, social and educational services purchased by the Commonwealth. The 
Commission also reviews and approves all hospital budgets and charges as well as th< 
contracts between hospitals, and other providers, and Blue Cross. The Commission 
therefore exerts a major influence upon the cost of Blue Cross insurance premiums 
and on the level of the Commonwealth’s expenditures for human services.
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Human Serv ices — 
Massachusetts 
Commission  
for the Blind

One of the Rate Setting Commission’s most important functions is controlling 
growth in the state’s hospital costs. Costs for Massachusetts’ hospitals have histori
cally been high; per capita costs for community hospitals in Massachusetts in 1980 
were second highest in the nation, 40% higher than the national average. In the past 
two years, the Commission has played an important role in the development and 
implementation of the new reimbursement system, known as Chapter 372, designed 
to contain the cost of hospital care in Massachusetts. In implementing Chapter 372, 
the Commission sets uniform rates for all payors — Blue Cross, Medicare, Medicaid, 
commercial insurers and self-payors. The rates are based on a prospective methodol
ogy which limits increases in hospital costs and which requires hospitals, over a 
period of years, to increase their cost effectiveness.

The U.S. Department of Health and Human Services will be evaluating the success 
of the Commission’s implementation of the Chapter 372 cost containment provisions 
and comparing its results to those of other hospital cost containment mechanisms 
during FY85. Should HHS find that alternative regulatory mechanisms are more 
successful, the department may deny the Commission continued permission to set 
Medicare charges. Withdrawal of Medicare participation from the Chapter 372 rate 
setting system would limit the system’s ability to constrain “cost-shifting”, and there
fore dilute its effectiveness.

Long Term Care Rates. The RSC has considered implementation of prospective 
nursing home reimbursement, similar in concept to C.372, for several years. Lack of 
funding and competing agency priorities have prevented the Commission from col
lecting and analyzing cost and case mix data necessary for the design of an effective 
prospective rate structure. Field audits planned for FY85 will facilitate cross-provider 
comparisons and allow the Commission to design an equitable prospective rate
setting mechanism for these providers.

FY 85  Budget Recommendation

The recommendation for the Rate Setting Commission is $5.2 million. A budget 
increase of $900,000 over the FY84 appropriation is required to annualize funding for 
staff new to the Commission in that year. The balance of the increase supports ex
panded data processing services.

Agency Sum m ary
(000’s omitted)

FY85

FY83
Approp.

FY83
Expense

FY84
Approp.

Maint.
Budget

Gov’s
Recoin.

Administration and Other $ 363 $ 395 $ 710 $ 745 $ 745
Direct & Medical 34,846 34,837 36,079 39,863 38,463
Bureau of Individual Services 1,704 1,668 1,730 1,884 1,913
Bureau of Rehabilitation 1,269 1,001 1,298 1,278 1,278

Bureau of Industrial Aid 1,577 1,530 1,639 1,650 1,650

Total State Expenditures $39,759 $39,431 $41,456 $45,420 $44,049

The Massachusetts Commission for the Blind (MCB) reduces the limitations imposed 
by blindness by providing financial, medical, vocational, rehabilitative and social serv-
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ices to the needy blind. The Commission expects to provide services to over 23,000 
registered clients in FY84. In recent years the number of newly blind persons served 
by MCB has increased by 5% to 7% annually; 75% of the newly-blind registered with 
MCB are elderly (age 65 and over).

MCB administers five industrial workshops, sponsors a concessions program for blind 
merchants, and provides social and vocational rehabilitation services throughout the 
state.

Medical Assistance Medical Assistance Program expenditures account for approxi
mately 65% of MCB’s total budget. This program funds medical services for approxi
mately 5,600 blind persons eligible under Title XIX of the Social Security Act (Medi
caid). Services delivered under this program are provided to blind persons in hospitals, 
nursing homes, and ambulatory settings.

Financial Assistance Financial assistance to blind persons with limited income is pro
vided through the Supplemental Security Income (SSI) Program. Blind recipients of 
this assistance receive a monthly payment of $464. The Commonwealth pays approx
imately one-third of this cost as a supplement to the federal allowance. The FY85 
MCB recommendation provides funds to support an anticipated caseload of 5,087 
recipients.

Other MCB programs include the following:

• Vocational rehabilitation to increase the employability of legally blind individuals. 
In FY83 this joint state/federal program provided 1,380 clients with vocational re
habilitation services and restored 10% of clients to competitive employment. MCB’s 
FY85 goal is to restore 16% of all vocational rehabilitation clients to competitive 
employment;

• Teaching basic skills in personal independence to 500 blind persons in the Common
wealth;

• Social casework services for 9,610 recipients, the majority of whom are elderly;
• An industries workshop program where clients learn new skills and produce saleable 

products;
• A talking book program which makes specially designed equipment available to an 

estimated 11,000  visually handicapped persons.

FY85  Agenda

MCB’s Medical Assistance Program provides to blind individuals essentially the same 
services as the Department of Public Welfare (DPW) Medicaid Program. In FY85, 
DPW will assume responsibility for processing all MCB’s medical payment claims on 
the DPW Medicaid Management Information System (MMIS). MCB currently con
tracts with Blue Cross/Blue Shield for claims processing. MCB savings in claims 
processing costs and improved audit and financial control capacity through MMIS 
are estimated at $ 1 million.

FY85  Budget Recommendation

The FY85 budget recommendation for the Commission for the Blind is $44 million. 
This recommendation includes an expansion of $2.6 million in the Medical Assist
ance Program to allow MCB to meet projected caseload increases as well as an esti
mated 7% increase in medical provider rates. This expansion is partially offset by 
savings of $1 million from transfer of medical vendor billing to DPW MMIS.
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Human Services 
Massachusetts 
Rehabilitation 
Commission

Agency Summary
(000’s omitted)

FY83
Approp.

FY83
Expense

FY84
Approp.

FY85

Maint.
Budget

Gov’s
Recom.

Administration $5,252 $5,242 $ 5,713 $ 5,963 $ 5,963
Extended Employment 2,848 2,847 3,562 3,762 3,762
Office of Deafness 183 170 346 403 405
Personal Care Assistance 621 555 679 773 781
Independent Living 200 194 300 299 302

Total State Expenditures $9,104 $9,008 $10,600 $11,200 $11,213

The goal of the Massachusetts Rehabilitation Commission (MRC) is to help people 
who are permanently disabled become as independent as possible. MRC helps over 
36,000 disabled citizens a year improve their employment status through a variety of 
individualized services. The Commission provides a range of services to support its 
vocational rehabilitation goal; approximately 85% of MRC expenditures support 
counseling, placement, and job training services. In addition, MRC provides diagno
sis and evaluation of applicants for rehabilitation services, transportation, and other 
services which support the vocational rehabilitation of the individual. For disabled 
individuals who can be expected to move toward competitive employment, the Voca
tional Rehabilitation program provides educational opportunities, job placement and 
training. The Extended Sheltered Employment Program serves more severely handi
capped individuals not able to enter the competitive job market but who can func
tion productively in a sheltered work environment. Finally, severely disabled individ
uals who are unable to work can obtain independent living skills training and other 
services from MRC’s Independent Living Program.

The largest MRC program. Vocational Rehabilitation, assists severely disabled indi
viduals to obtain and maintain suitable employment. The Commission provides 
physical diagnosis and evaluation sendees, guidance and counseling, referral and job 
placement, college and educational training, vehicle modification, housing adapta
tion, and other vocational rehabilitation services that will enable the disabled indi
vidual to engage in gainful employment. Federal statutes require an “order-of- 
selection” system mandating that MRC target services to the severely handicapped or 
to SSI/SSDI recipients deemed eligible for vocational rehabilitation.

The Vocational Rehabilitation program serves approximately 34,000 individuals each 
year at an average cost of $790 per individual. Approximately 4,500 of these individ
uals will be rehabilitated each year, with eighty percent of these engaging in competi
tive, gainful employment and the remainder engaged in sheltered employment. 
Approximately two-thirds of the individuals rehabilitated will leave federal and state 
income maintenance programs.

The federal government provides more than 75% of the funding for the Vocational 
Rehabilitation program. The state share of program costs will be approximately $5.9 
million in fiscal year 1985. Although the federally required state match for this pro
gram is 20%, the Commonwealth provides an “overmatch” of 27% of program costs 
because of the sustained record of success of this program in the vocational rehabili
tation of disabled individuals.

The Extended Sheltered Employment Program (ESEP) was established to meet the 
needs of severely handicapped individuals who are not able to enter the competitive
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job market but who function productively in a sheltered work environment. The 
Commission contracts with 40 private, non-profit sheltered workshops to provide 
work places for approximately 1,600 disabled individuals. Approximately 6-8% of 
individuals are successful in leaving sheltered employment and entering competitive 
employment each year. Although “graduation” is not possible for many individuals 
in the program, significant cost savings for the state are realized as a result of 
reduced expenditures for institutional care. ESEP has been shown to be a successful 
lower-cost alternative to more traditional programs administered for similar clients 
by other state agencies. The Extended Sheltered Employment Program has to date 
been supported entirely with state funds.

The Personal Care Assistance (PCA) program provides support for severely disabled 
individuals who desire to work but who are unable to pay for the expenses of attend
ant care. These individuals are not eligible for PCA services under Medicaid because 
of their employment. The program provides day and, in some cases, night attendant 
care to assist 85 disabled individuals with functions of daily living such as dressing 
and routine bodily care. Without the PCA program, these clients would be institu
tionalized or receiving other more costly forms of public support. The average state 
cost per person is $ 10 ,000  per year, offset by an average client contribution of $400, 
resulting in a net state cost of $9,600 per client. Eligibility for the program is deter
mined according to a “sliding scale” of financial need. The Personal Care Assistance 
program is 100% state funded.

The Independent Living program provides information and referral, advocacy, inde
pendent living skills training, and emergency intervention services to severely handi
capped individuals who are not eligible for traditional vocational rehabilitation servi
ces due to the severity of their disability. The Commission contracts with eight non
profit firms to provide services to 300 individuals, many of whom were institutional
ized or at risk of institutionalization prior to their participation in the program. The 
U.S. Department of Education’s Rehabilitation Services Administration provides 
approximately two-thirds of the funding for the Independent Living program. The 
state share of the program costs will be approximately $300,000 in FY85.

In addition to administering the four disability programs described above, the Com
mission is also responsible for determining eligibility for federal Supplemental Secur
ity Income (SSI) and Social Security Disability Insurance (SSDI) benefits. The dis
ability determination services are 100% federally funded and performed according to 
standards developed by the federal Social Security Administration.

The Massachusetts Rehabilitation Commission includes a statutorily distinct agency, 
the Massachusetts Office of Deafness, which provides information and referrals, 
advocacy, interpreter referral services, and independent living skills instruction to the 
Commonwealth’s deaf, hard of hearing, and deaf-blind citizens.

FY85  Budget Recommendation

The FY85 recommendation for the Massachusetts Rehabilitation Commission is 
$11.2 million which represents a 5.8% increase over the FY84 appropriation of $10.6 
million. The FY85 recommendation includes $280,000 for annualization of the cur
rent level of operations for the Extended Sheltered Employment and Personal Care 
Assistance programs and $37,000 to cover the annualized cost of the Office of Deaf
ness’ Independent Living Skills program which was in operation only part of FY84. 
The FY85 recommendation will supplement an anticipated $41 million in federal 
funds.
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Human Serv ices  — 
Office for Children

Agency Sum m ary
(000’s omitted)

FY83
Approp.

FY83
Expense

FY84
Approp.

FY85

Maint.
Budget

Gov’s
Recom.

Office of the Director $ 946 $ 924 $ 639 $ 705 $ 719
Program of Licensing 1,195 1,181 1,534 1,443 1,799
Program of Advocacy 2,840 2,848 3,218 3,406 3,429

Total State Expenditures $4,981 $4,953 $5,391 $5,554 $5,947

The Office for Children (OFC) promotes the development of children’s programs and 
services, evaluates the quality of services, and coordinates the efforts of public and 
private agencies serving children. The agency licenses day care programs, children’s 
residential care programs, foster care services, adoption placement agencies, and 
temporary shelters for children. The primary goal for the Office for Children for FY85 
is to increase the quality of day care services provided to the children of the Common
wealth through increasing technical assistance for day care centers, funding additional 
licensure staff, and improving licensing practices.

OFC administers three programs — licensure, “Help for Children” (HFC), and com
munity service development - through a system of seven regional and 38 area offices.

Figure I

Number of Preschool Age Children 
Cared for in Licensed Facilities
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The licensure staff oversees the operation of group and day care facilities in the Com
monwealth. Licensors review child care organizations’ administrative policies, staff 
qualifications, physical facilities and clinical, recreational and educational services.

Help for Children provides comprehensive information and referral services for 
children and their families. Most families served by HFC staff need assistance in 
identifying appropriate public and private agencies to provide specific services, 
including Chapter 766 education services, legal aid, transportation, and medical 
assistance. HFC staff also provide case management for families whose children 
require an unusually complex mix of services from multiple state and local agencies.

The community services development program provides staff for local Councils for 
Children, which review proposals from agencies bidding for state and federal funds 
to provide services for children.

Major Issue

In FY84, the Office for Children is responsible for licensing approximately 7,000 
family and group day care programs serving more than 100,000 children. The number 
of children cared for in Massachusetts group day care centers alone increased by 47%, 
to 36,000, between 1975 and 1983. Rapid increases in the demand for day care services 
in the Commownealth have been accompanied by comparable growth in the need for 
carefully monitoring and, where possible, enhancing the quality of services.

FY85  Agenda

In FY85 the Office for Children will expand and reform its licensure services to better 
meet the demands of an expanding provider system and the children and families it 
serves. The Office will be guided by several resources in its refinements of its licensure 
and technical assistance efforts. Chief among these will be increased consumer partici
pation, garnered with the assistance of a federal grant received in FY84. The grant 
supports expanded data collection from parents and volunteers in the day care 
community.

The Office will develop, with the assistance of the Executive Office of Human Serv
ices, plans for monitoring most closely current or prospective licensees with known 
or suspected operational difficulties, and for expending fewer resources providing 
assistance to and oversight of child care organizations with consistent records of 
excellence.

FY 85  Budget Recommendation

The Governor’s recommendation for FY85 for the Office of Children is $5.9 million, 
which provides for expansion of $390,000 over the amount needed to maintain current 
operations. The major expansions include:

• S356.000 for licensure staff — the recommendation funds 22 more licensure staff 
than the agency’s FY84 appropriated ceiling level, reflected in C.289 of the Acts of 
1983, and;

• $22,000 -  funding for re-opening the Franklin County OFC area office, closed in 
FY81.
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Human S erv ices  — 
Veterans’ Serv ices

Agency Summary
(000’s omitted)

FY83
Approp.

FY83
Expense

FY84
Approp.

FY85

Maint.
Budget

Gov’s
Recom.

Administration $ 1,000 $ 998 $ 1,036 $1,143 $1,143
Counseling and Laboratory 
Tests _ _ 430 474 475
Annuities to Disabled 
Veterans 163 163 160 160 160
Veterans’ Benefits 9,245 10,648 8,578 7,000 7,000

Total State Expenditures $10,408 $11,809 $10,204 $8,777 $8,778

Veterans Services provides financial, medical, and service benefits to eligible veterans 
and their dependents. These state-supported benefits are distinct from compensation, 
pension and disability benefits provided by the federal Veterans’ Administration. 
Eligibility criteria require wartime service and financial need.

The agency’s main program of financial and medical assistance is administered by 
local veterans’ agents located in each city and town in the Commonwealth. The cities 
and towns are reimbursed by the Commonwealth for 50% of their expenditures. 
Approximately 5,000 veterans are receiving these benefits in FY84 and the same 
number will benefit from the program in FY85.

A second financial benefit program provides an annuity to paraplegic, blind or double 
amputee veterans. This program is funded by Veterans’ Services without local finan
cial participation. The 321 veterans currently receiving this benefit are entitled to an 
annual annuity of $500.

In addition to financial and medical assistance, Veterans’ Services also provides a 
number of services. Two agency offices provide referrals and assistance to veterans in 
obtaining federal veterans’ compensation and pensions, state and federal educational 
benefits, tax exemptions, annuities, and home loans. The offices also provide job 
referral services and arrange hospitalization for veterans requiring specialized medical 
services.

Two programs implemented in FY84 expand the range of services available to Viet
nam veterans in the Commonwealth. The Counseling Program for Vietnam Veterans 
operates two outreach centers, one in Fitchburg and one in the Roxbury section of 
Boston, and provides supportive and job counseling to Vietnam veterans. The Agent 
Orange Program provides funds for laboratory tests for Vietnam veterans, and those 
of their children with birth defects, to determine the relationship of Agent Orange 
chemical exposure to the incidence of birth defects and disease reported by veterans.

FY 85  Budget Recomm endation

The FY85 recommendation for Veterans’ Services is $8 .8  million. This funding will 
enable Veterans Services to maintain the level of benefits and services currently pro
vided. The FY85 recommendation, while lower than the FY84 appropriation, does 
not represent a reduction in programs compared to the current level; funds not spent 
in FY84 will be available to the agency in FY85 to maintain services and benefits.
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Human Services — 
Sold iers’ Homes

Human Services — 
Department of 
Youth Services

Agency Summary
(000’s omitted)

FY83
Approp.

FY83
Expense

FY84
Approp.

FY85

Maint.
Budget

Gov’s
Recom.

Chelsea $11,529 $11,573 $12,022 $12,830 $12,839
Holyoke 6,726 6,650 6,946 7,438 7,518

Total State Expenditures $18,255 $18423 $18,968 $20,268 $20357

The Commonwealth operates Soldiers’ Homes in Chelsea and Holyoke. Both 
facilities provide services designed to return the veteran to a family or independent 
living situation whenever possible, or to rehabilitate the veteran to allow maximum 
self-sufficiency within an institutional setting.

The Soldiers’ Home in Chelsea anticipates an inpatient population of 475 for FY85. 
This population will be served by 340 dormitory beds, 40 medical/surgical beds, and 
95 skilled nursing care beds. Chelsea also operates a day care program which provides 
support for the veteran when the family is unavailable; presently 34 veterans participate 
in this program. In addition, the Home’s outpatient department expects approximately 
48,000 patient visits in FY85.

The Soldiers’ Home in Holyoke serves the veterans of the five Western Massachusetts 
counties. For FY85 Holyoke anticipates an inpatient population of 292. The facility 
provides 38 dormitory beds, 10 medical/surgical beds, and 244 skilled nursing care 
beds. The Home’s outpatient department expects approximately 15,000 patient visits 
in FY85.

Assumed in revenue estimates for the Homes for FY85 is collection of revenue for 
residents eligible for coverage under Title XIX of the Social Security Act (Medicaid). 
Eligibility certification and billing will increase Chelsea’s receipts by $890,000 to a 
total of $4.1 million; Holyoke’s revenues are expected to increase $110,000 to a total 
of $2 . 1 million.

Agency Summary
(000’s omitted)

FY85

FY83
Approp.

FY83
Expense

FY84
Approp.

Maint.
Budget

Gov’s
Recom.

Administration $ 8,487 $ 8,474 $ 6,902 $ 7,212 $ 7,247
Purchased Services 18,425 17,913 18,744 18,205 20,249
Facilities Operations 3,879 3,124 7,211 9,643 9,643

Total State Expenditures $30,791 $29,511 $32,857 $35,060 $37,139

The Department of Youth Services has two mandates: the protection of the public 
and the rehabilitation of youth committed to the Department by the courts. The 
Department is responsible for the custody and treatment of delinquent youth 
between the ages of seven and seventeen. Youth are sent to the Department for de
tention, pending further court action, and for commitment after being adjudicated by 
the courts. Once committed, the Department decides where each youth is to be
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placed, the degree of restrictiveness to be imposed, the length of placement, and the 
course of treatment to be followed.

Reflecting the diverse needs of the population committed to its care, the Department 
provides a wide range of services and treatment. For those youth committed for less 
serious offenses, such as vandalism or other crimes against property, the Department 
provides non-residential services such as diagnostic testing, family therapy and coun
seling, and individual supervision by caseworkers. For youth committed for more 
serious offenses, such as crimes against persons, the Department has residential pro
grams such as foster care, group care, and other specialized, structured placements in 
non-institutional settings. Finally, for those youth committed for violent crimes or 
whose offenses demonstrate a pattern of increasing severity, the Department provides 
secure treatment programs accompanied by a full range of long-term (four to 18 
months) treatment services.

The Department provides these services indirectly through contracts with private 
vendors (55% of the total budget) and directly, through ten DYS facilities. The serv
ices provided at the DYS facilities range from detention and secure treatment to the 
highly successful Homeward Bound Program conducted at the Stephen L. French 
Forestry Camp. Altogether, the Department will provide services to approximately 
2,500 committed youth and over 2,000 detained youth in FY84.

Major Issues

The major issue confronting the Department of Youth Services is a substantial case
load increase and the resulting shortfall in its residential placement capacity. Despite 
the decline in the “at-risk” population (youth aged ten through 16), and the large 
decrease in the number of juveniles arraigned, commitments to DYS have been 
increasing dramatically. While the “at-risk” population dropped from 13.4% to 11.7% 
of the Massachusetts population between 1970 and 1980 (and is projected to be 8.2% 
in 1990), and the number of juveniles arraigned fell 27% between 1978 and 1982, the 
number of youth committed to DYS for the first time increased by 26% from 1978 to 
1982. Several factors appear to be contributing to this paradox: changes in the atti
tudes of judges, reflecting perhaps a toughening of the public view toward crime; 
changes in the capacity of DYS that increases the agency’s credibility with the courts; 
and the referral and commitment to DYS of youths who previously might have been 
served by other human services agencies such as the Department of Social Services 
or the Department of Mental Health.

The strain on the resources with which DYS can meet the needs of youth committed 
to its care is exacerbated by the increase in the number of children sent to DYS for 
detention. In the past four years, there has been a 10% increase in the share of DYS 
funding used to provide placements and services to youths awaiting trial. Since only 
one out of three detained youths are actually committed to DYS after trial, it 
appears that the rise in pre-trial detention is related to changes injudicial policy 
rather than to an increase in the seriousness of the offenses. The result is a 10% 
decrease in the funds available for committed youths at a time when the number of 
new commitments continues to grow.

FY 85  Agenda

Over the past several years, DYS has directed considerable effort toward the 
improvement of its secure detention and treatment programs. During FY84, for 
example, DYS augmented its capacity for treating serious, violent youthful offenders 
by increasing by 30 the number of slots in secure settings. In FY85, two new facilities 
will further increase this capacity. The Metropolitan Youth Service Center will pro-
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vide the Department with 60 secure slots to replace others in the system that are 
beyond repair. The Western Youth Service Center, scheduled for occupancy in 
October 1984, will provide the Department with 25 replacement beds and 30 new 
secure treatment beds.

Although it is continuing to improve its delivery of secure detention and treatment 
services, the major priority for DYS in FY85 and future years is to address the short
age of placements in the community-based system. We are proposing two measures 
to address this problem.

First, we are recommending an increase of 50 contracted residential placements. In 
combination with a new system for classifying and placing youth, this 23% increase 
in residential capacity will greatly improve the Department’s ability to provide 
appropriate community care for its growing caseload.

Second, DYS will work directly with other human service and criminal justice agen
cies to divert youth more appropriately served in other ways from DYS detention 
and commitment. To decrease the number of youths inappropriately sent to DYS for 
detention, we are recommending funding in the Department of Social Services for a 
Boston-based emergency shelter for CHINS (Children in Need of Services) youths. 
These children’s problems are often family-based and emotional, and of a less delin
quent nature than those of other DYS youth. In the absence of sufficient CHINS 
services in DSS, however, the courts often perceive no alternative to DYS detention. 
DSS and DYS will work together to plan the shelter’s structure and operation, and 
will work with the courts to encourage appropriate referrals.

To decrease the number of inappropriate commitments, we are recommending that 
DYS provide funding for local services to be administered by probation officers. A 
recent study has indicated that, in the absence of funding in court budgets with which 
to purchase community services for troubled youths, many judges and probation 
officers see a DYS commitment as the only means of obtaining appropriate services 
for youths who enter their courts. If they had access to community services such as 
restitution and employment programs or group care, they would put the youths on 
probation instead of committing them to DYS.

DYS estimates that 13% of new commitments could be diverted to probation if 
community services were available. The funding we are recommending will allow 
DYS to begin implementing this “probation subsidy” program and to evaluate its 
effectiveness in increasing the appropriateness of placements.

FY85  Budget Recommendation

The FY85 budget recommendation for DYS is $37.1 million. This recommendation 
represents an increase of $3.3 million over the amount needed to maintain current 
operations. The major increases include:

• $1.2 million for the operation of Western Youth Service Center, scheduled to open 
in October 1984;

• $850,000 to purchase 50 additional residential placements;
• $500,000 to implement the “probation subsidy” program to divert certain youths 

from DYS commitment; and
• $694,000 for a 4% cost-of-living adjustment in the rates paid for contracted

services.
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Human Services — 
Department of Correction

Agency Sum m ary
(000’s omitted)

FY83
Approp.

FY83
Expense

FY84
Approp.

FY85

Maint.
Budget

Gov’s
Recom.

Administration and Other $22,765 $22,446 $ 25,152 $ 26,918 $ 27,811
Facilities Operations 69,927 70,686 76,432 80,910 82,958

Total State Expenditures $92,692 $93,132 $101,584 $107,828 $110,769

The Department of Correction (DOC) is charged with the care and custody of indi
viduals sentenced by the courts to a state correctional facility. The Department of 
Correction has two basic mandates: to ensure public safety; and to assist in the reha
bilitation and eventual reintegration of the offender into the mainstream of society. 
The primary mission of the Department is the operation of safe, secure and humane 
correctional instutitions and includes the responsibility to provide adequate housing, 
food, clothing, medical and psychiatric care, vocational and other educational serv
ices. The Department operates nineteen separate facilities of varying security levels 
and contracts with several private vendors for pre-release programs. The Department 
also provides support services to prisoners through its health services, industries, edu
cational services, and farm services accounts. Figure 1 shows the facilities operated by 
the Department and the population levels as of December 5, 1983.

Major Issues

Prison overcrowding Prison overcrowding remains the most critical problem facing 
the Department of Correction. As of December 5, 1983, the Department-wide popu
lation was 43% over the level considered optimal for the institution’s operation. DOC 
is providing custody and care to over 5,700 offenders in institutions designed to hold 
less than 4,000. The population in state prisons has increased by 119% since 1975.

Overcrowding is also pervasive throughout the county correctional system. The 
county prison population has almost doubled since 1975 and is currently more than 
33% over capacity.

If current trends and practices within the criminal justice system continue, our state 
and county systems will each be operating at approximately 2 ,0 0 0  inmates over 
capacity by 1987.

The implications of prison overcrowding are severe. An incarcerated individual’s 
basic rights to privacy, safety and even minimal health and educational services can 
be put in jeopardy. Across the state, inmates have filed lawsuits challenging the con
stitutionality of conditions of confinement. Courts have ordered that several facilities 
in the Commonwealth be closed unless conditions are remedied by a certain date; 
some court orders have mandated specific reductions in population.

Current conditions also jeopardize the ability of DOC and county correctional offi
cials to maintain security and thus protect public safety. In overcrowded institutions 
it is more difficult to provide order in a manner which ensures the safety of those 
who live and work there and to provide basic health and program services to 
inmates.

Many complex factors have contributed to the present state of prison overcrowding. 
These include faster case disposition by the courts; longer sentences; increasing parole
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Department of Correction Population
December5. 1983
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backlogs; an increase in the “prison prone” population of young males; and changes 
in law and practice regarding drunk driving.

• Since the enactment of court reform in the late 1970’s, both the Superior and Dis
trict Courts are processing criminal cases faster, and long backlogs of untried cases 
have been eliminated or drastically reduced. As a result, the correctional system is 
receiving offenders faster than ever before.

• Prison sentences have increased in length over the past decade. In 1970, 28% of all 
Walpole sentences were for six years or longer. In 1980, this figure had increase to 
60%. Similarly, the portion of Concord sentences for six years or longer increased 
from 19% in 1970 to 70% in 1980.

• As prison populations increase without corresponding increases in parole re
sources, significant numbers of inmates eligible for parole await parole hearings in 
our state and county prisons.

• Males between the ages of 18 and 29 are by far the most prison-prone population. 
The size of this age group has increased over recent years with the aging of the 
“baby-boom” generation. It is expected to continue to rise through the mid 1980’s 
and should then level off and gradually decline.

• Recent changes in the drunk driving law have led to a 337% increase in the 
number of people incarcerated for drunk driving between 1981 and 1982.

Support Programming A separate but related issue confronting the DOC is the 
need for additional support services and programs. The Department provides more 
than housing and custody to the population it serves. All inmates must have access 
to health services. In order to provide productive activities to occupy an inmate’s 
time in prison and to better prepare him or her for successful integration into the 
community, DOC also runs industries, farm and educational programs. Expansion 
of these programs has not kept pace with expansion in the prison population. As a 
result, a decreasing percentage of eligible inmates have access to these programs each 
year.

FY  85 Agenda

Prison Overcrowding The Department of Correction, working in conjunction with 
the Sentencing and Corrections Committee of the Governor’s Anti-Crime Council, 
has developed a comprehensive strategy to deal with the crisis of prison overcrowd
ing. The FY 85 agenda includes both expansion of the system’s capacity and strate
gies to improve management of the prison population. Although additional beds are 
needed in both state and county correctional institutions to replace antiquated facili
ties and provide additional space, building more prison beds is only one component 
of our response to overcrowding. The cost of constructing the number of beds pro
jected to be needed in 1987 would be $232 million, with an increased annual operat
ing cost of over $52 million. More importantly however, building new prison beds is 
clearly an incomplete solution when more effective management of the criminal pop
ulation in the Commonwealth could reduce the number of people needing 
incarceration.

Our strategy for reducing prison overcrowding involves all aspects of the criminal 
justice system. The following outlines our agenda for FY85.

• Alternatives to Incarceration for Certain Offenders. An intensive probation super
vision program, implemented on a pilot basis, will relieve 50 beds from the state 
prison system. The implementation of five pilot restitution and community service 
programs would likewise free up 50 beds in the county system. The courts can 
implement all of these programs in FY85 with no additional resources if they are 
given the authority to transfer non-judicial personnel between courts.
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• O. U.I. Facilities. We are recommending the establishment of special correctional 
facilities for “operating under the influence” offenders. Approximately 300 offend
ers could be diverted from county prisons and more appropriately treated in these 
programs.

■ • Special Needs Facility for the Mentally III. Many mentally ill men and women 
with serious behavior problems are currently incarcerated at the Bridgewater State 
Hospital and MCI Framingham. We are recommending a new twenty bed 
medium secure treatment program within the Department of Mental Health to 
more appropriately address the needs of this population and divert them from 
these two overcrowded institutions.

• Capacity Expansion. Modular units constructed at MCI Framingham, Norfolk, 
Gardner and Southeastern Correctional Center increased capacity by 300 beds in 
FY84. Further capital renovations will add 602 new beds to the state system by the 
end of FY87. We will continue to provide capital to the counties to address over
crowding in their institutions.

• Improved Classification. Ensuring that offenders move through the correctional 
system at an appropriate rate is critical to reducing overcrowding and effectively 
preparing an offender for reintegration into the community. We will evaluate the 
implementation of these systems in both the state and county system during FY85.

• Pre-Release Centers. Releasing offenders into the community through these pro
grams rather than directly from prison not only reduces the chance that the indi
vidual will return to crime but provides space in the institutions. We are recom
mending an expansion of these centers in FY85.

• Reduction in Parole Backlogs. Because of insufficient staff resources, over 1500 
offenders who are eligible for parole are sitting in prison awaiting their hearing.
We are recommending additional staff in the Parole Board to alleviate this 
problem.

• County Parole Eligibility. A demonstration project conducted this year has shown 
that up to 2 0 % of a county prison population could be released through parole 
without jeopardizing public safety. This is done through the implementation of 
recently revised county parole eligibility guidelines. We are recommending addi
tional parole staff to expand this practice.

• Half-Way Back Program. In EY83, over 280 individuals returned to correctional 
institutions following parole revocation. Many of these people required some type 
of treatment or support rather than correctional custody. We are recommending a 
new semi-secure community program as an alternative to re-incarceration for cer
tain of these parole violators.

Support Programming During FY85, the Department plans to expand the services
and programs it provides to meet the needs of its growing population.

• Health Services. We are recommending additional medical and nursing staff at 
three institutions to provide adequate health care coverage. We are also recom
mending expansion of the Departments’ contracts for mental health services to 
facilitate treatment of offenders with serious psychiatric or psychological problems 
at Bridgewater and other institutions.

• Education Services. We are recommending an expansion in vocational education 
training. The goal of these services is to increase an offender’s potential for 
employment upon return to the community and thus decrease the likelihood of a 
return to criminal behavior. Specifically, DOC plans to add the following new 
programs during FY85: computer programming at MCI Framingham, automotive 
repair at NCCI-Gardner, culinary arts at MCI Walpole and MCI Concord, and 
electromechanical/printed circuitry at MCI Shirley and MCI Norfolk.

• Industries Program. The industries program provides employment and work train
ing to offenders at seven of our state institutions, and provides low cost products 
to many other state agencies. DOC projects an overall increase in the number of
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inmates employed in this program from 400 in FY83 to 620 in FY85. This figure, 
2 1 % of the eligible correctional population, compares very favorably to the 
national average of 10-12%. Expansion of the Industries Program in FY85 will be 
funded through retained revenues and thus will result in no increased state cost.

• Farm Services. Approximately 185 inmates are currently employed and trained in 
the Department’s farm services program. This program also reduces departmental 
operating costs by providing quality foodstuffs at a reduced cost. By early FY85, 
a meat processing plant will begin operating at MCI Shirley, providing employ
ment for an additional 50 offenders. Expansion in this program is also funded 
through retained revenues.

FY  85 Budget

The FY 85 budget recommendation for the Department of Correction is $110.76 mil
lion. This recommendation represents an increase of $2.9 million over the amount
needed to maintain current operations. The major increases include:

• $500,000 to fund a reserve providing the Commissioner with flexibility in address
ing needs within the Department;

• $1.5 million for the operation of special facilities for offenders convicted of driving 
under the influence as part of our strategy to reduce prison overcrowding;

• $188,000 to expand the Department’s pre-release bed capacity with two twenty-bed 
programs in Boston and Western Massachusetts;

• $505,000 to fund additional direct care health services positions at Norfolk and 
Gardner, additional nursing staff at Bridgewater State Hospital, expansion of the 
McLean contract at Bridgewater State Hospital to allow for ongoing treatment of 
patients, expansion of the prison mental health program in the other institutions 
throughout the system; and

• $200,000 in Education Services to expand the vocational education programs at 
several of the institutions.

Human Services — 
Parole Board

Agency Sum m ary
(000’s omitted)

FY85

FY83 FY83 FY84 Maint. Gov’s
Approp. Expense Approp. Budget Recom.

Total State Expenditures $3,847 $3,845 $4,050 $4,392 $5,200

The primary role of the Parole Board is to protect public safety through the selective 
release of offenders to the community, the supervision of parolees in the community, 
and the revocation and return of parolees to prison for violation of the conditions of 
parole. The seven-member Parole Board also makes recommendations to the 
Governor on the merits of all petitions for pardons and commutations.

Parole staff are located at all state correctional institutions and, since the passage of 
1980 legislation extending the Board’s jurisdiction, at county correctional institutions 
as well. Institutional parole staff are responsible for assembling the information that 
is necessary for sound, well-informed release decisions. To this end, staff collect data 
on inmates’ prior criminal involvement and present offense, the circumstances surround
ing their incarceration, their behavior in the institution and their plans for residence 
and employment if released from prison.
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In addition to making decisions on the release of offenders, the Parole Board is respon
sible for ensuring that those released do not commit additional crimes. Parole officers, 
assigned to seven district offices, supervise parolees until the remainder of their sentence 
has been served. The field parole officers monitor parolees’ home and work situations 
and their adherence to the terms of their parole. They also refer the parolee to social 
services that will help him or her avoid further criminal activity. Finally, the field 
officers maintain contact with local courts and police agencies regarding the parolee’s 
status, and recommend revocation of parole if the parolee violates the conditions of 
his or her release.

Major Issues

The major issue facing the Parole Board is a large and growing backlog in the number 
of cases awaiting a parole review. Dramatic growth in prison populations in recent 
years has greatly increased the number of individuals eligible for parole. Meanwhile, 
recent legislation extending the Board’s jurisdiction to county inmates serving sentences 
of 60 days or more increased the agency’s workload significantly. Together, these two 
factors are expected to increase the number of parole hearings before the Board by 
76% between 1980 and 1986. As the number of parole hearings increases, so does the 
need for field supervision of parolees: the number of parolees entering the community 
has increased by 6 6 % between 1980 and 1983, and will continue to rise.

The resources available to the Parole Board have not kept pace with its growing work
load . The result is a serious backlog: during FY84, the Board expects that 1,644 individ
uals who are eligible for parole review will have to wait for a hearing (see Figure 1).

Figure I

FY84 Parole Hearing Backlog Projections
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The implications of this backlog are severe. The Parole Board’s release of offenders 
who can safely serve the remainder of their sentence in the community is critical to 
reducing prison overcrowding. For example, a recent demonstration project provided 
convincing evidence that county prison populations could be reduced through parole 
by as much as 20% without jeopardizing public safety. It is clear that delays in the 
release process are adding needlessly to the crisis of overcrowding in our prisons.

A second issue for the Parole Board is the need for alternatives to full re-incarceration 
for certain individuals who violate the conditions of their parole. Parole violations can 
range from technical problems, such as failure to attend alcohol counseling sessions, 
to the commission of another crime. Whatever the nature of the violation, the parolee 
is required to reappear before the Parole Board. In 1982, the Parole Board held 383 
revocation hearings.

Although in many cases the nature of the violation indicates that the parolee needs 
treatment or support services rather than incarceration, the Board now has no alterna
tive but to send most violators back to prison. In 1982, nearly three-quarters of the 
Board’s revocation hearings resulted in re-incarceration. In addition to the inappropri
ateness of this result for many parolees, their return to correctional institutions often 
disrupts stability within the prison community. It also further exacerbates the problem 
of prison overcrowding.

FY 85  Agenda

The Parole Board’s FY85 agenda is to reduce the parole hearing backlogs at state and 
county institutions. It is unacceptable to keep over 1,500 parole-eligible individuals in 
prison at a time when our correctional system is operating at 4 3 % over capacity.

To accomplish this goal, we are recommending 62 new staff for the Parole Board. The 
Board will deploy these staff in those correctional institutions where current staffing 
levels are insufficient to manage caseloads, in county correctional institutions, and in 
field offices where they will supervise and monitor the increased number of parolees. 
As part of our effort to reduce the backlog, we are also recommending the implementa
tion in all county institutions of statutory eligibility guidelines proven effective in a 
recent demonstration project.

To address the need for alternatives to re-incarceration for certain parole violators, we 
are recommending the implementation of a “half-way back” program in FY85. This 
program will provide residential and semi-secure care for violators whose infractions 
are of a technical nature. In so doing, it will help resolve temporary behavior problems 
and reduce the agency’s dependence on institutional beds.

FY 85  Budget Recom m endations

The FY85 budget recommendation for the Parole Board is $5.2 million. This amount 
represents an increase of $808,000 over the funding necessary to continue operations 
at their current level and is critical to enable the Parole Board to keep up with its 
caseload and help reduce prison overcrowing. The major expansion items in the FY85 
recommendation are the following:

• $536,000 for 62 additional staff to prepare parole cases and supervise parolees;
• $1 12 ,000  for a “half-way back” residential program;
• $58,000 to begin implementation of a management information system that will 

improve data collection and the supervision of parolees. The system will also pro
vide the Parole Board with access to the Criminal Justice Information System and 
to computerized fiscal data for expenditure and budget reporting.
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Human Services — 
Department off 
Public Welfare

Agency Summary
(000's omitted)

FY85

FY83
Approp.

FY83
Expense

FY84
Approp.

Maint.
Budget

Gov’s
Recom.

Administration and Other $ 129,568 $ 118,063 $ 147,554 $ 160,302 $ 160,440
Direct Payments 637.982 610,021 582,770 589,544 628,121
Medical Payments 1,073.109 1,073,109 1,069,092 1,209,369 1,213,312

Total State Expenditures $1,840,659 $1,801,193 $1,799,416 $1,959,215 $2,001,873

The Department of Public Welfare (DPW) administers the state’s cash and medical 
assistance programs for low-income families and individuals. Over 327,000 families 
and individuals throughout the Commonwealth currently receive benefits under one 
or more of these programs: Aid to Families with Dependent Children (AFDC), 
General Relief (GR), Supplemental Security Income (SSI), Refugee Assistance, 
Medicaid, and Food Stamps. Direct payments to recipients and providers comprise 
92% of the Department’s budget, while the remaining 8% supports program man
agement, client intake and casework staff, and indirect assistance programs such as 
funding of local shelters for the homeless and the Department’s employment and 
training activities.

The Governor’s recommendation adds a substantial measure of compassion to the 
Department’s programs. The Budget includes funding for five percent increases in 
assistance payments for AFDC and General Relief recipients, continuation of annual 
clothing allowances for recipients and expanded support for health care for the GR 
population. The recommendation also includes funding for implementation of policy 
changes — some reflected in recent legislation, others newly initiated by the Gover
nor — to enable the Department to provide a greater degree of support to clients 
who suffer sudden changes in economic circumstances. Additionally, the Budget 
recommends support for an increased number of shelters as well as other forms of 
support for communities aiding their homeless. Also proposed is expansion of the 
availability of child care services for AFDC recipients participating in the Depart
ment’s employment and training program.

Continued improvements in the management of the Department will yield savings to 
help finance these benefits increases. These include expansion of the Common
wealth’s efforts to slow the growth in the costs of Medicaid — the single most costly 
program in the state. Additional savings will accrue from reductions in eligibility 
determination errors as well as reductions in the AFDC caseload as graduates of the 
Department’s employment and training program achieve independence.

The Department’s major income and medical assistance programs are described 
below:

AFDC AFDC provides cash assistance to financially needy families with depend
ent children. A dependent child is one who has been deprived of parental support by 
reason of the death, continued absence from the home, or physical or mental inca
pacity of either parent. Intact families also qualify for AFDC if the primary wage 
earner has been unemployed for 30 days, is not receiving unemployment compensa
tion, and has registered for work with the Division of Employment Security. The 
federal government reimburses the Commonwealth for approximately half its AFDC 
costs.
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General Relief Funded entirely by the state, the GR program provides cash pay
ments and medical assistance to needy families and individuals ineligible for federally 
subsidized programs such as AFDC and SSI. The federal welfare programs are 
directed at defined categories of needy people; the state’s GR program is intended to 
assist others who do not meet those categorical requirements, but do meet other 
basic eligibility criteria. The GR program provides benefits to unemployable individ
uals and to families with very low incomes. Families comprise only about 5% of the 
GR caseload, since most low-income families are eligible for AFDC.

About two-thirds of the individuals on the GR caseload are unemployable because of 
a physical or mental disability. The second-largest group on the GR caseload consists 
of individuals over 45 who have not worked in the past six months.

Supplemental Security Income The SSI program is a federally administered, par
tially state-funded program which provides cash assistance to the elderly and dis
abled. As the name suggests, the program is intended to supplement other sources of 
income, such as retirement and disability benefits, when these income sources are 
inadequate; it also provides a basic living standard to those who do not have other 
income.

State supplementation of the federal payment for this program is optional. As of 
June, 1981, Massachusetts’ supplemental payment was the third highest in the 
nation.

Refugee Assistance Refugee Assistance is a federally funded program providing 
cash and medical assistance to refugees for up to three years after entry into the U.S.

Medical Assistance Medical Assistance (Medicaid) is a state administered program 
partially supported by federal funds, which finances medical care for income assist
ance recipients and certain other “medically needy” individuals. “Medically needy” 
individuals, comprising 20% of the Medicaid caseload, are those who otherwise meet 
the requirements for AFDC or SSI, but whose income or resources exceed, by a 
moderate amount, the income assistance eligibility standard. Approximately half of 
the “Medically Needy” are elderly and disabled persons in nursing homes.

Food Stamps The Food Stamp program provides low-income households with 
coupons to be exchanged for basic food items. The Department administers the pro
gram (administrative costs total about 5% of all costs) and the federal government 
pays the costs of benefits and reimburses the state for one-half of its administrative 
costs.

Major Issues

Homelessness The causes of homelessness are diverse and complex, often a combi
nation of insufficient income, inadequate local housing stock, and a shortage of local 
support services. During FY85, the Department developed programs and policy 
changes that significantly increased its assistance to the homeless. The expansion of 
the Department’s shelter program, from two shelters to fifteen shelters, increased the 
number of shelter beds available statewide from 600 per night in the winter of 1982- 
83 to 918 per night in the winter of 1983-84 — an increase of 53%. The new 
community-based shelters provide assistance in locating permanent housing and link 
the homeless with the community resources that will help to keep families and indi
viduals from becoming homeless again. During FY84 the Department also assigned 
staff to some non-DPW shelters in Boston to provide residents with information 
regarding the Department’s cash and medical assistance benefits.

With the implementation of C.450 of 1983, the Department increased benefits for 
AFDC Emergency Assistance (EA) to provide greater relief to families faced with
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loss of housing because of such emergency situations as rental or utility arrearages, 
and also provided increased emergency assistance for General Relief recipients, 
including payments of up to $300 for rental advances and security deposits for home
less recipients who find housing.

Of the programs which the Department provides, that which plays the largest role in 
preventing homelessness is income assistance for needy individuals; the need for 
increasing these payments is described below.

Adequacy of the Department’s cash assistance payments Today, the total income 
provided to AFDC and General Relief recipients is not adequate to purchase shel
ter available in most of our communities. The AFDC benefit level has not increased 
since 1981; General Relief payment increases have fallen 30% behind increases in the 
Boston-area Consumer Price Index in the past six years.

Because of inflexibility in federal regulations governing the AFDC program, two 
groups of recipients have suffered particularly. The first are recipients whose assist
ance grants are lower than the maximum amount available because the recipients 
earn some income. When the recipients’ own income declines suddenly (usually 
because of termination of part-time employment) there is a delay (usually 60 days) in 
compensating for these income losses with increased AFDC payments because fed
eral regulations mandate retrospective grant determination based on monthly report
ing of income.

The second group of AFDC recipients who face substantial losses of income under 
current regulations are those whose grants are reduced or eliminated when a depend
ent child is removed from the house because of suspected abuse or neglect. In those 
cases where the child may be returned within a relatively short period of time, and 
the mother is unemployable, cessation of the grant may lead to the mother’s eviction 
and her subsequent inability to provide a home for her returning child.

Need for expanded funding of comprehensive health care for General Relief reci
pients The Department’s medical services program for General Relief recipients 
does not include payment for most hospital services. While GR recipients are fre
quently able to obtain care at no cost to themselves from municipal and other hospi
tals providing “free care”, the restriction on services covered in the GR medical pro
gram has created barriers to access, especially for routine and continuing care, and 
has worsened the financial problems facing municipal hospitals which provide most 
“free care” to the Commonwealth’s needy. The provisions of Chapter 372 require the 
Department to contribute more than $10 million annually to offset free care and bad 
debt costs, but this reimbursement mechanism does not necessarily allocate these 
resources to hospitals serving the GR population.

Availability of day care for children of ET participants and graduates A lack of 
available child care prevents many AFDC recipients from participating in employ
ment and training activities, and from obtaining jobs once trained. The majority of 
AFDC recipients who have been successful in finding employment and leaving the 
caseload are mothers with young children. In order to continue encouraging the 
voluntary participation of women with children under six years of age, the Com
monwealth must offer them child care while they receive training or education and 
begin work. During FY84, the number of “voucher” (i.e., non-contracted) day care 
“slots” for trainees was limited by available funding. Significantly increased numbers 
of recipients will need voucher day care during FY85 if the Department is to meet its 
goals for training and employment.

Improving the quality and cost-effectiveness of health care services for the elderly
Nationally, the elderly population at risk of institutionalization particularly those 
75 or over - grew by more than 50% between 1972 and 1982. In Massachusetts,
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both the percentage of the population age 65 and over, and percentage of the elderly 
population over age 75, are significantly higher than the national average.

While the elderly will comprise only 21% of Massachusetts Medicaid recipients in 
FY85, the Department will spend 49% of the $1.17 billion Medicaid budget on these 
recipients. For the Commonwealth to control the growth of the Medicaid budget, the 
Department must cooperate with the Executive Office of Elder Affairs and Depart
ment of Public Health in accelerating development of health care delivery systems 
that will enable increased numbers of the elderly to remain healthy and independent 
in their homes.

Expanding child support enforcement unit collections Approximately 85% of the
families who receive AFDC benefits are eligible for welfare because of the continued 
absence of one of the parents. Each year, the state is faced with the responsibility of 
providing financial support for the poorest of these families. This burden increases as 
the number of single-parent families increases. The Child Support Enforcement Unit 
(CSEU) works with single-parent families in the Commonwealth to locate the absent 
parent, to establish voluntary or court-ordered support agreements, and to ensure 
that payments owed through these agreements are paid on a regular and reliable 
basis. In many cases the assurance of regular child support payments is sufficient to 
keep a family from becoming dependent on welfare assistance. In cases where a fam
ily is receiving AFDC benefits, child support payments help to substantially defray 
the state cost of supporting these families.

During FY83, every state dollar spent in the CSEU returned a net benefit to the 
Commonwealth of $17. The Department continues to anticipate significant increases 
in collections, a target increase of 30%, to $53 million, was set for FY84, and $55 mil
lion for FY85. Continuing improvements in the collections of this unit will help the 
Commonwealth offset the costs of AFDC benefits increases in FY85.

Reducing the Department’s errors in benefits payments The Department has 
improved the timeliness with which it processes applications for assistance; it now 
processes 98% within 30 days of receipt. However, the Department’s payment error 
rate (the percentage of AFDC payments made in error through overpayments or 
payments to ineligibles), which fell to a level of 5.6% in the six month period ending 
in March 1982, rose to 10.4% for the period ending in March 1983. Most payment 
errors are caused by clients’ failure to properly report income, or by the agency’s fail
ure to adequately verify reported information.

Most of last year’s increase in error rate was related to complex changes in federal 
policies. Additionally, during these periods, DPW did not reassess each AFDC case 
every six months. Cases more than six months past their last “redetermination” are 
30% more likely to receive erroneous payments than those redetermined within six 
months. At the time of the Department’s earlier reduction of the error rate to 5.6%, 
the Department was “redetermining” the caseload every 6 .8  months. The redetermi
nation rate worsened when, after federally-mandated reductions in the AFDC case
load, the Department reassigned staff resources from the AFDC and GR caseload. 
Reassignment of these resources played an important role in the Department’s recent 
administrative successes: sharply reducing the Medicaid error rate, increasing Child 
Support collections, and meeting other important Department objectives. However, 
the number of workers now assigned to the AFDC and GR caseload are able to 
redetermine client eligibility only every ten months.
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Figure I
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FY85  Agenda

Increasing cash assistance payments To assist needy residents of the Common
wealth to afford shelter, food, and clothing, the Governor recommends 5% increases 
in AFDC and General Relief benefits and a 5% increase in the standard of need to 
help the “working poor”, as well as continuation of an annual $125 per child clothing 
allowance for AFDC recipients and an annual $90 per GR recipient clothing allow
ance. FY85 will be the first year in which AFDC recipients receive both increased 
monthly payments and a special clothing allowance.
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The Governor’s recommendation also addresses the special needs of two groups of 
AFDC recipients noted above. Recommended AFDC funding includes state-only 
compensation for the federally mandated delay in supplements for income decreases.

It also includes $175,000 for payments approved by the Commissioners of DPW and 
the Department of Social Services to enable certain unemployable mothers whose 
children are temporarily removed from the home for suspected abuse and neglect, 
and who would otherwise lose their homes, to receive continued benefits.

To fund full-year implementation of the “Homeless Bill,” Chapter 450 of 1983, the 
AFDC recommendation includes $3.4 million in increased Emergency Assistance 
payments for rental and utility arrearages, and assistance to eligible pregnant women 
without other children. The General Relief recommendation includes $1.8 million for 
increased Emergency Assistance.

The AFDC appropriation funds an average caseload of 86,400 recipients, which 
assumes employment of 3,900 successful Employment and Training program gradu
ates from what would otherwise have been a caseload of 90,300.

The General Relief recommendation funds an average caseload of 30,120 recipients.

Other measures to alleviate homelessness The budget recommends funding of three 
additional community-based shelters and development of two alternative, non-facility 
based programs. For some communities with a small homeless population, the need 
for services is sporadic and can most effectively be served by providing vouchers for 
emergency shelter in a local facility, with ongoing case management for the recipient 
families.

Programs to finance comprehensive health care for some General Relief recipients
The recommendation includes $10.8 million for development of a financing system to 
provide comprehensive health care in a limited number of sites for voluntarily 
enrolled families and individuals. The Department will provide most such services 
through several prepaid health plans, which the Department’s experience has shown 
to be cost-effective and to deliver high-quality care.

Increased child care services for Employment and Training program participants
The Governor’s recommendation includes $11.4 million for voucher and AFDC- 
funded day care services, an amount adequate to fund care for 5,400 children, double 
the number to be served in FY84. Training program participants will be eligible for 
day care during training and education and for up to one year afterwards.

Improving the quality and effectiveness of health care services for the elderly Dur
ing FY85, the Department will continue its development of an array of services 
which will help the elderly maintain their health and avoid institutionalization. 
Included in these efforts are co-management, with the Executive Office of Elder 
Affairs, of a program to provide Medicaid-funded health and support services to 
eligible Elder Affairs clients, and development of an expanded program to support 
with Medicaid funds respite care services and personal emergency response services 
for another group of elderly who wish to remain in their own homes or live with rel
atives. (Respite care services allow family care-givers brief breaks from their respon
sibilities without disrupting care; personal emergency response systems provide direct 
portable telephone connections between elderly citizens and local hospitals.)

The Department is also working to develop expanded interest in and capacity among 
community health care providers who might participate in Medicaid’s existing man
aged health, adult foster care, adult day health, and home health programs. Each of 
these has been found to offer an effective and economical means of helping the 
elderly to retain their health and independence.
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Reducing the payment error rate For FY85, the Department will continue imple
mentation of a comprehensive plan of corrective action to reduce the Department’s 
error rate by 30%. This sixteen-point plan includes the following:

• Addition of 58 eligibility determination workers to field offices, to increase the fre
quency of eligibility review for the AFDC caseload;

• Automated selection of error prone cases for more frequent eligibility review;
• Automatic reporting of unemployment compensation payments to recipients or 

applicants by the Division of Employment Security;
• Development of a monitoring system and management plan which holds local 

office managers accountable for errors made in that office.

Implementation of this plan will better ensure that recipients receive the payments to 
which they are entitled and will reduce the Commonwealth’s risk of losses of federal 
revenue because of payment errors.

Medicaid program savings In addition to the management steps discussed pre
viously, the Department will save a further $52 million in F Y85 Medicaid expendi
tures through implementing a series of management controls. Examples of these sav
ings steps include:

• $11.0 million Increased denial of payments for erroneous billings. This will result 
from the capacity of the new Medicaid Management Information System (MMIS) 
to audit and edit claims for duplicate billings and clinically imcompatible procedures.

• $8.6 million Savings from denial of payment for claims for services covered by 
other health insurance (Medicare, Workmen’s Compensation, etc.). The capacity 
to edit non-institutional services (mental health, pharmacy, etc.) for third-party lia
bility will be new in FY85.

• $6.0 million Savings accruing from the implementation of the 2% hospital pro
ductivity savings provision of the Chapter 372 rate-setting methodology.

• $2.7 million Expansion of managed health care enrollments for Medicaid recip
ients. FY85 expansion will include development of five new HMO contracts, five 
case management sites, and four new community care sites for the elderly.

• $1.2 million Denial of claims for hospital payment based on findings by the 
Department’s expanded utilization review program that services provided were 
unnecessary. The Department expects to review for appropriateness 20% of the 
inpatient hospital services used by recipients.

FY85  Budget Recommendations

The Governor’s recommendation for the Department of Public Welfare for FY85
totals $2,001.9 million. This is $42.7 million above the estimated level required to
maintain current services. Major expansion and savings items include:

• $8.4 million — a 5% cost-of-living increase for AFDC recipients beginning Janu
ary 1, 1985;

• $2.1 million — a 5% cost-of-living increase for General Relief recipients beginning 
January 1, 1985;

• $10.8 million — health care for General Relief recipients;
• $1.4 million — a 5% increase in the standard-of-need for AFDC recipients;
• $5.22 million — increased emergency assistance for General Relief and AFDC 

clients;
• Five additional shelter programs for the homeless;
• $5.4 million — expanded voucher and AFDC-funded day care programs for Err 

ployment and Training program participants; and
• $700,000 for 58 additional Financial Assistance Workers for error rate reduction.
• $2.2 million — expanded supplemental AFDC benefits.
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Human Services — 
Department of 
Public Health

Agency Sum m ary
(000’s omitted)

FY83
Approp.

FY83
Expense

FY84
Approp.

FY85

Maint.
Budget

Gov’s
Recom.

Administration $ 3,569 $ 3,511 $ 3,842 $ 4,158 $ 4,158
Environmental Health Services 2,332 2,362 2,401 2,651 3,039
Health Care Quality 5,575 5,152 5,389 5,616 6,007
Community Health Services 40,717 41,738 49,354 46,626 51,071
Institutions 65,795 64,410 66,476 72,033 69,640

Total State Expenditures 5117,988 5117,173 5127,462 5131,084 5133,915

The Department of Public Health (DPH) protects the physical health of the citizens 
of Massachusetts by providing care in six public health hospitals, detecting and pre
venting disease and health hazards, and planning and regulating health care. Over half 
the funds requested for the Public Health budget are required to operate seven institu
tions (hospitals and a state laboratory) which address health needs of the Common
wealth not served by other health care providers. The balance of the Department’s 
funds are used to support community public health services, environmental health 
services, and regulatory and administrative activities.

The FY85 recommendation for the Department of Public Health continues and 
expands the Commonwealth’s commitment to protecting and improving the health of 
its citizens, particularly its children. The recommendation also provides for restoring 
the effectiveness of some of the Department’s regulatory and service operations, opera
tions which bore the deepest federal and state funding reductions of the early 1980’s. 
The recommendation proposes a series of steps to allow the Commissioner to guide the 
department’s hospitals to a more efficient and responsive role in the Commonwealth’s 
health care delivery system.

The DPH Institutions The State Institution of Laboratories performs research on 
the control of disease and develops and sells medical and biological products such as 
vaccines and serums. The state labs annually test 1.8 million samples of drugs, food, 
environmental and clinical specimens submitted by health department staff, criminal 
justice agencies, and various other public agencies and health service providers.

The purpose of the 6 hospitals is to serve patients whose problems, either because of 
financial constraints or special medical needs, are not adequately met by private hos
pitals. For example, the Massachusetts Hospital School provides the only accredited 
high school program designed to accommodate multiply physically handicapped 
children of the Commonwealth, and provides physical, occupational, and speech 
therapy, orthopedic surgery, and other services. Rutland Heights Hospital operates a 
residential alcohol treatment program for court-referred persons convicted twice 
within six years of driving under the influence of alcohol. Rutland also provides a 
voluntary rehabilitation program for alcoholics, adult day care, and a long-term care 
program for chronic disease patients. Lakeville Hospital, Western Massachusetts, 
Tewksbury and Lemuel Shattuck Hospitals also provide rehabilitation services to 
chronic disease patients. Other special populations served by these hospitals are:
(1) the homeless in Tewksbury and Shattuck; (2) disabled children and adults in res
pite care; (3) multi-handicapped children in a summer camps at Western Massachu
setts Hospital; and (4) patients who reside in Department of Correction and 
Department of Mental Health institutions.
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Non-institutional Programs The Bureau of Community Health Services attends to 
special health problems and serves populations not served by private health care pro
viders, through the Divisions of Communicable and Venereal Diseases, Tuberculosis 
Control, Drug Rehabilitation, Alcoholism, Preventive Medicine, Dental Health, 
Family Health Services, and Community Health Centers. The Bureau operates a 
health care system which includes 18 VD clinics, 77 drug rehabilitation contract pro
viders, 37 community health centers, 104 alcoholism treatment contract providers, a 
mobile dental van, 15 rape crisis centers, 12 hypertension programs, and contracts with 
45 providers for early intervention services for handicapped children.

The Bureau of Health Care Quality monitors and evaluates issues of quality, access, 
and cost in the Massachusetts health care system. The Bureau’s analytic and planning 
functions will be particularly important in FY85 as the Commonwealth further 
implements C.372 of the Acts of 1982, a statewide hospital cost containment plan. 
This Bureau will attempt to ensure that the quality of care provided to residents of 
the Commonwealth does not diminish as hospital costs are reduced.

The Bureau of Environmental Health sets and enforces standards for food, drugs, 
rodent control, and radiation exposure. In addition, the Bureau works closely with 
the Department of Environmental Quality Engineering and the Department of 
Labor and Industries to reduce the incidence of environmentally related disease.

Major Issues

Prevention of Malnutrition Among Children The 1983 Massachusetts Nutrition 
survey, prepared by the Department of Public Health, included information on 1,429 
children aged six months to six years who received care at community health facilities. 
The survey found 9.8% of the children studied were stunted, or had low height-for-age 
levels, nearly double the national norm. The consequences of stunting may include 
learning difficulties and a variety of physical health problems.

Applying the survey’s findings to the larger Massachusetts population of poor young 
children, DPH estimated that as many as 17,500 children may be suffering from inade
quate food intake. Southeast Asian children appear to be particularly vulnerable to 
malnutrition; 15.7% of Southeast Asian children in the sample were stunted. This level 
was significantly higher than that of other racial groups.

To address these problems, the Governor and the Legislature jointly developed an 
emergency supplemental child nutrition budget enacted in FY84. This proposal makes 
Massachusetts the first state in the nation to supplement the federal Women, Infants, 
and Children (WIC) program. WIC provides nutrition education and supplemental 
foods to eligible low- and moderate-income pregnant and breastfeeding women, 
infants, and young children.

A recent evaluation of the WIC Program conducted in Massachusetts determined that 
participation in the program generally improves the pregnancy outcomes — infants 
are less likely to be premature or low birth weight. Numerous research studies have 
connected WIC participation with decreased incidence of anemia in children, and with 
improved growth and nutritional status of infants and children.

Case Management System in the Lead Poisoning Prevention Program The lead 
poisoning prevention case management system tracks Massachusetts children identified 
as being at high risk of lead paint poisoning from ingestion of toxic paint chips. In 
FY83, a total of 570 high risk children received coordinated medical and environ
mental follow-up to reduce their risk of suffering permanent disability. The system 
provides a necessary communication link between individual health care providers 
and state inspectors, ensuring that affected children receive timely medical care.
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The program’s case management system has not been optimally effective in the past. 
While high risk children enrolled in the system (comprising about 2.4% of children 
screened) have been adequately served, this success has been tempered by the magni
tude of the unmet need for case management services for children at moderate risk of 
poisoning (about 1.8% of children screened).

During FY84, the Department allocated federal Maternal and Child Health block 
grant funds for the expansion and regionalization of the case management system 
Some additional funding will be required for FY85 to complete implementation of 
case management for all “moderate risk” children.

Determination of Need (DON) Application Backlog The Department of Public 
Health is required by law to analyze major health facility capital expenditure requests 
within eight to ten months. Insufficient staffing in the DON office and a large backlog 
of applications result in inequitable delays and inadequate follow-up of DON decisions 
to ensure their effective implementation. Inadequate capacity for compliance monitor
ing may result in unnecessary capital expenditures, and extended waiting periods for 
application review unfairly penalize applicants and may lead to increased construction 
costs.

Management of the Public Health Hospitals Inflexible operating and budgeting 
systems and slow response to changing demands in the health care environment have 
made our public health hospitals more costly than is necessary. Some of these prob
lems arise from a cumbersome hospital management structure that does not permit 
efficient allocation of equipment and personnel among the public health hospitals.
The past inability of hospitals to obtain full reimbursement for care eligible for third 
party reimbursement also contributed to excessive growth in net state costs for hospi
tal operations.

Inappropriate Utilization of the DPH Hospitals In the past, DPH hospitals and 
other chronic disease hospitals have been administered, licensed, regulated and reim
bursed in a manner more similar to acute care hospitals than to nursing care facilities. 
Most DPH hospitals, however, have some patients who require care of a nature which 
could appropriately be provided in a less costly skilled nursing or intermediate nursing 
care facility. (Locating nursing care facilities willing and able to provide care for these 
patients is frequently difficult.) In a recent survey of all chronic disease hospitals in the 
Commonwealth, the Department of Public Health found that as many as half or more 
of the patients in some of its own hospitals did not require hospital-level care.

In some DPH hospitals (Tewksbury Hospital, for example) patient costs are not sig
nificantly higher than they would be if the patients were served in nursing homes. 
However, in other DPH hospitals, the Department believes, patient care is in fact 
more costly than warranted by the patients’ condition. This problem is not limited to 
the chronic hospitals operated by the state, but is shared, to some degree, by some 
other chronic disease and rehabilitation hospitals elsewhere in the Commonwealth.

This inefficient match between patients and resources results in two problems. First, 
some patients are being treated in a hospital environment more restrictive than the 
nursing facility or other alternative health care service they might otherwise be using. 
Second, the Department is spending more for the care of these patients than necessary, 
and, with more appropriate patient placements, could reallocate this spending to other 
important areas.

Increasing Needs For Treatment of Adolescent Substance Abusers The Common
wealth s residential substance abuse programs do not currently adequately serve 
increasing numbers of drug dependent adolescents. “Drug free” residential treatment 
assists adolescents dependent on drugs in an intensive setting for a relatively short
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period of time. The programs permit adolescents to interrupt the destructive progres
sion of substance abuse and return to constructive functioning at home and in school 
Expanded programs would, among other goals, relieve overcrowding and provide 
more appropriate treatment for adolescents currently served by the Department of 
Youth Services.

Development of New Rape Counseling Centers During 1982, approximately 1,375 
forcible rapes were reported in the Commonwealth. Research suggests that many other 
assaults are not reported. DPH, the Department of Social Services, and the Common
wealth’s law enforcement agencies are continuing to develop programs to help prevent 
sexual assault crimes, to aid in the physical and emotional recovery of sexual assault 
victims, and to encourage the reporting of such crimes as well as the apprehension, 
prosecution and conviction of offenders.

During FY84 DPH supported 15 local programs with state and federal funds for 
victims of rape. These centers provide 24 hour telephone service for crisis calls, follow
up counseling, support group and counseling for family members, and education and 
public information. A survey of those rape crisis centers operational in FY83 indicated 
that the centers provided services for over 1,250 victims and 2,000 family members in 
that year.

Development of centers in currently non-served portions of the state has been requested 
by several communities and recommended by the Governor’s Anti-Crime Council.

FY85 Agenda

Protecting the Health of Children The Department’s top priority in FY85 will be to 
continue increasing protection of the Commonwealth’s children from malnutrition and 
other preventable diseases. During FY84, nine new WIC programs will open in the 
state, with the goal of enrolling all children at the highest risk for malnutrition by the 
end of FY85. This would result in the Department’s provision of food and nutrition 
education to a caseload of 60,000 mothers and children, compared to the 48,000 served 
in FY83. In FY85, the Governor proposes continuing implementation of this commit
ment, with 2.16 million in funding for state supplementation of the federal WIC 
program.

The Department will also complete expansion of the lead poisoning case manage
ment program to include children at moderate risk of poisoning. The success of the 
program’s case management system depends on the timeliness of medical intervention 
and the successful coordination of this intervention with the process of de-leading the 
home. During FY85, the Department will complete the task of initiating case manage
ment services for 3,300 children.

The budget also requests funding to continue operation in FY85 of the genetic screen
ing and counseling program for which federal funding has recently been withdrawn.

Expanding Determination of Need Program Staffing The FY85 recommendation 
funds two additional professional staff for the DON program. In conjunction with a 
decrease in numbers of applications to be received as a result of recent legislative revi
sions, the new staff will allow the program to reduce its remaining review backlog and 
to more effectively monitor compliance with DON decisions.

Hospitals The six public health hospitals will be made more responsive both in the 
nature of services provided, and in cost, to the populations they were established to 
serve. The Commissioner will assume responsibility for directly overseeing the admin
istration of the institutions, and will implement purchasing and management econom
ies on a state-wide scale. This budget recommends consolidation of the institutions’ 
accounts to permit implementation of this management improvement plan.
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DPH and the Executive Office of Human Services have begun assisting the Depart
ment’s chronic disease and rehabilitation hospitals, as well as others in the Common
wealth, to plan for reformulating their services to more appropriately reflect the nature 
of the patients the institutions currently serve. In developing facility-specific plans for 
each hospital, the Department will complete and verify its 1983 patient classification 
study, and plan redeployment of its resources in a manner that meets the needs of its 
patients and conforms to the regulatory and reimbursement policies DPH is currently 
drafting for chronic and rehabilitation facilities throughout the Commonwealth.

Treatment of Drug Abuse While the Department of Public Health will continue to 
emphasize outpatient and preventive drug treatment activities, it will reallocate cur
rently available resources and use $200,000 in new funding to expand the quantity of 
residential drug treatment programs available to adolescents.

Rape Prevention and Counseling DPH has worked extensively with the Governor’s 
Anti-Crime Council in developing its FY85 Agenda to improve the state’s efforts in 
preventing rape, treating victims of rape and increasing the reporting and successful 
prosecution of rape. This budget recommends expansion of the rape crisis center 
network, through the addition of three new rape crisis centers and an increase in the 
resources available at existing centers to provide adequate statewide coverage. Also 
recommended is a rape information resource center to be established within the 
Department of Public Health.

FY 85  Budget Recomm endations

The FY85 Governor’s recommendation for the Department of Public Health is $133.9
million. This amounts to $2.8 million above the level required for the continuation of
services funded in the FY84 appropriations act. This net increase includes the follow
ing program expansions and savings:

• 2.16 million to annualize the children’s nutrition and health service expansions 
begun in FY84, of which 2.12 million funds expanded food distribution through 
the primarily federally funded W1C program. The remaining $40,000 annualizes 
supplemental funding of personnel in the DPH Office of Nutrition.

• $200,000 to continue a formerly federally funded genetic counseling program for 
the families of handicapped children;

• $60,000 for expanded case management of children at risk of developing lead 
poisoning;

• $50,000 for a school health demonstration project that will match funding for 
expanded health services in local schools;

• $200,000 to provide expanded substance abuse treatment services for adolescents;
• $250,000 to increase the capacity of the Department to respond to requests for 

epidemiological investigation of environmentally related disease, of which $50,000 
will provide staff in the state laboratories to more rapidly process tests (additional 
funds for environmental health services will be allocated from an EOAF reserve 
account for implementation of the “right-to-know” legislation);

• $75,000 to increase radiation source inspection;
• $40,000 to enable the Determination of Need office to reduce workload backlog, 

and to perform compliance monitoring in a timely manner;
• $75,000 for expanded capacity to investigate complaints of patient abuse and 

substandard care in nursing homes and rest homes;
• $275,000 to continue automation of filing and retrieval of vital records;
• $1.6 million for reimbursement increases averaging 4% for contract service 

providers; and
• $230,000 for the expansion of the Department’s rape crisis center network and the 

establishment of a rape information resource center.
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Human Services — 
Department of 
Social Services

• $2.3 million savings to be achieved at the Department’s hospitals, through better 
management of a consolidated facility account and retention of increased revenues 
to offset increased costs which would otherwise be supported by higher state 
appropriations.

Agency Summary
(000’s omitted)

FY83
Approp.

FY83
Expense

FY84
Approp.

FY85

Maint.
Budget

Gov’s
Recom.

Administration and Other $ 58,441 $ 58,550 $ 51,589 $ 64,443 $ 66,839

Referral and Emergency Services 2,015 1,984 2,475 2,475 2,785
Day Care Services 42,320 41,673 45,262 45,262 50,313

Support Resources 10,076 9,922 11,961 11,215 12,377

Counseling Resources 22,168 21,829 24,886 24,482 25,800

Substitute Care 60,457 58,534 67,538 66,611 69,571

Permanency Resources 6,046 5,953 6,909 6,909 7,250

Total State Expenditures $201,523 $198,445 $210,620 $221,397 $234,935

The primary mission of the Department of Social Services is to protect children who 
are at risk of abuse or neglect. In an effort to strengthen families and reduce the risk 
to children while they remain at home, DSS provides services such as counseling, 
respite care, and day care. If the risk is too great, however, DSS removes the child 
and places him or her in a foster home or residential facility. At the time a child is 
removed from the home, DSS determines whether it should work to reunite the 
family, or free up the child for adoption instead. In either case, DSS endeavors to 
provide a permanent home for children as quickly as possible and to reduce the 
amount of time any child spends in foster care.

Over the past several years DSS has developed a wide range of services in order to 
reduce the incidence of abuse and neglect and to help keep families together. On the 
other end of the spectrum, DSS has increased efforts to find adoptive homes for 
children who cannot be returned to their families. As a result, though reports of 
abuse and neglect have increased 15% over the past 3 years, the number of children 
in foster care has decreased from 11,000 in 1980 to 8,000 currently. Between 1982 
and 1983 the percent of children in foster care for two years or more decreased more 
than 6% from 56.5% to 53%.

Major Issues

Increase in Reports of Abuse and Neglect The number of reports of abuse or 
neglect filed with the Department is increasing. Such reports are made to the 
Department by friends and neighbors concerned about the safety of specific children 
as well as by “mandated reporters,” including doctors, dentists, nurses, counselors, 
teachers, social workers, and the police. The reports come in seven days a week, 24 
hours a day.

Each day in Massachusetts almost 100 children are reported as being abused or 
neglected. During FY83, the Department received 19,781 reports of abuse and neglect 
involving 32,640 children or 2% of all children in the Commonwealth. This 
represented a 6% increase over the number of reports filed in FY82. The Department
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estimates that about 15% of the reports were screened out immediately, leaving 
16,813 cases to be investigated. Of the cases investigated about 80% or 13,450 were 
substantiated and required DSS services. The Department projects that it will receive 
at least 21,000 reports in FYS4 with similar growth expected in FY85.

Figure I

Number of Children Involved in Reports 
of Abuse and Neglect

81 82 83 84
Fiscal Years

The nature of these reports varies dramatically, from complaints that a child is poorly 
clothed and dirty to serious allegations of sexual molestation or life threatening 
injuries. The cases that are being reported are also increasing in complexity. Reports 
of sexual abuse are on the rise. In FY81 9% of all reports alleged incest or sexual 
abuse at initial contact; by FY83, the number of reports involving sexual abuse had 
climbed to 2,176 or 11% of the total. Increasingly, boys are reported victims. The 
effect of sexual abuse upon a child is severe. Therapeutic resources are extremely 
limited, however, as little programming and research has been done in this area.

Increases in the number and complexity of child abuse reports drives the need for 
additional social workers. In order for DSS to complete investigations quickly, make 
sound casework decisions, and respond with appropriate services, statewide caseload- 
to-staff ratios must not exceed 20:1. The limit of 20 cases per worker is founded in a 
1983 court decree (Lynch v. Dukakis), as well as in casework practice.

Increase in Adolescents Requiring Services The Department is providing services to 
a growing number of adolescents. The bulk of these children are referred to the 
department because of abuse or neglect (70%); 10% are referred as CHINS*, and

*The CHINS (Children In Need of Services) population is comprised of children who run away from 
home, are truant from school, or are considered “stubborn children” because they refuse to obey 
reasonable and lawful commands from their parents. These three groups of children are classed together 
because their behavior, once considered criminal, was decriminalized by Chapter 1073 of the Acts of 1973. 
2400 CHINS are referred to the Department annually.
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20% are referred by families seeking help voluntarily. In July of 1983, over 78% of the 
children in DSS residential facilities were between the ages of 13 and 17. While some 
of these children came into the care of the Department as young children, many came 
to DSS as a result of situations that reached crisis proportions during adolescence.
The majority of these children are severely disturbed. They are often self-destructive 
or suicidal. Many are violent. They exhibit a high incidence of alcohol and drug 
dependency. Some are actively or periodically psychotic.

Referrals of adolescents to DSS have increased in part because of cutbacks in services 
at the community level. Limits placed on resources by Proposition 2/2 have reduced 
the extensive social service supports for children formerly provided by local school
systems.

Traditional approaches to treating this population are unworkable or costly.
Disturbed adolescents resist forming new relationships with foster and adoptive 
families. Moreover, few families are willing to provide homes for teenagers with 
behavioral problems. Residential placements average $20,000 per year and run as 
high as $64,000 to $100,000 a year for a severely disturbed adolescent.

Clearly, there is a need to expand innovative approaches to treating adolescents as an 
alternative to residential placement. Programs that work with the family early on to 
reduce conflict and improve family functioning are less costly than residential 
placement and are more effective in changing the circumstances that lead to family 
and adolescent crisis.

The need for co-ordination between state agencies is critical. The Department of 
Mental Health must expand services for children so that severely disturbed 
adolescents receive appropriate treatment. DSS must develop more short term 
residential placements so that adolescents with behavioral problems are not 
inappropriately channeled to Department of Youth Services (DYS) detention 
programs that are ill-suited to address these problems.

Increase in Demand for Day Care Resources The availability of quality and 
affordable day care is essential to continue economic development in the state. 
Participation of women in the workforce has always been high in Massachusetts, 57% 
compared to 53% nationally. To support continued economic growth, even more 
women will have to be able to join the workforce. Their ability to do so depends on 
the availability of affordable child care.

The availability of quality and affordable day care is also essential to the economic 
and social well being of families. Many of the women who work are single parents 
who must work to support their families or are wage earners in low-income families 
that need two salaries to cover basic costs. Without affordable day care these families 
would have to leave children inadequately supervised or discontinue working, at a 
significant loss in income. Clearly neither choice is desirable.

Increasingly, day care has been used as a support service to achieve goals in 
protective services and welfare employment programs. Priorities established in 
legislation target day care to cases of child abuse as an alternative to foster placement 
and to welfare mothers who need day care in order to become self-sufficient. While 
these are worthy goals, increases must also be targeted to the working poor to allow 
them to take full advantage of opportunities to increase their income.

FY85  Agenda

Child Abuse Reports of child abuse are expected to increase 6% in FY85. To keep 
pace with this increase, the Department plans to hire 50 additional social workers and 
to expand services that have proven to be effective in treating the problem and 
preventing further abuse.
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Because day care can provide relief to families with a history of abuse without 
removing the children from the home, DSS plans to add 205 contracted day care 
slots to the 2,000 protective services slots currently under contract. Despite intake 
policies which give preference to protective referrals, the current demand for 
protective voucher slots indicates that the existing supply of protective day care does 
not meet current needs.

The FY85 budget also includes a $1 million increase in protective respite services for 
families being treated for problems of child abuse. This service relieves the stress on a 
family without removing the child from the home and creates a family environment 
in which treatment is possible.

$125,000 is also recommended for Parent Aide services. Parent Aides serve as role 
models, confidants, and counselors to parents of abused and neglected children and 
provide the support necessary for the parent to change his or her behavior. Funding 
for this service is recommended under the Public Private Partnership Program in 
order to leverage an additional 25% in private donations.

DSS’s ability to respond to reports of abuse or neglect around the clock will be 
strengthened in FY85 with an increase of $125,000 for Comprehensive Emergency 
Services. CES is a 24-hour hot line with connections to local service providers who 
are available on short notice to address emergency needs. CES is now operating in 
the Worcester region. The additional funds recommended for FY85 will allow for the 
expansion of CES to four other regions.

As child abuse is frequently part of a broader problem of family violence affecting all 
family members, the FY85 budget includes resources to expand emergency shelter 
services for abused women and children. These services protect the entire family and 
provide the support necessary for a woman to begin to support the family on her 
own. The FY85 budget provides an additional $350,000 for these services. It also 
transfers $385,000 for these services to state-funded accounts from the Public Private 
Partnership Program where the absence of the required 25% matching donation has 
prevented their use.

In response to increases in the incidence and severity of sexual abuse, DSS and the 
Department of Public Health (DPH) have developed a joint program for prevention 
and treatment. DPH is designing educational programs for children and adults to 
alert them to the signs of a problem early on and to encourage them to seek the 
treatment that can prevent further incidents. DSS is developing a model for family 
treatment and $500,000 is recommended in FY85 to pilot this program in various 
parts of the state. DPH will help ensure the continuity of services provided to victims 
of sexual abuse by coordinating the efforts of all the social services, health care, edu
cational, and criminal justice professionals who serve them.

Service for Adolescents Although DSS is continuing to expand innovative services 
such as mediation and intensive family support as alternatives to residential placement, 
the need for additional residential slots cannot be ignored. Residential placements, 
primarily for the adolescents, have increased 18% over the past year. This budget 
includes a 4% expansion beyond the increase experienced this year, adding 62 more 
community residential slots at an average cost of $22,000 per placement.

In addition, funding is included to provide emergency shelter for 20 CHINS kids. 
Without these beds, troubled youths whose problems are primarily emotional and 
family based, rather than delinquency oriented, end up in DYS detention facilities.

Finally, $400,000 is added to the DMH budget to expand the psychiatric services 
that are available to adolescents.
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Day Care In FY85 the Department proposes to expand the number of contracted 
day care slots to accommodate 1,065 additional children. While 205 of these slots are 
designated for protective services, 860 will be targeted specifically to low-income fam
ilies (not a legislatively mandated priority). In addition, expansion of the welfare 
voucher system will provide day care to 3,000 additional children whose parents need 
this service in order to accept employment or participate in employment training 
programs.

In total, the FY85 budget includes $61.1 million for day care or $10.1 million more 
than the amount budgeted in FY84. These funds will provide child care for more 
than 22,000 children in all.

Figure 2

Day Care*

Agency Account
Type of 

Care

Contract
of

Voucher
FY84

Funding

FY84
Children

Served
FY85

Funding

FY85
Children

Served

DSS 4800-0060 Protective Contract $ 9,739,424 2,250 SI 1,129,000 2,455

DSS 4800-0060 Non- 
Protect ive

Contract 28,853,417 10,678 31,482,466 11,538

DSS 4800-0060 Protective Voucher 3,160,552 900 3,861,858 900

DSS 4800-I040 Non- 
Protect ive

Contract 3,195,118 1,659 3,195,118 1,659

Protective 63,087 20 63,087 20

Subtotal *45,011,598 15,507 *49,731,529 16,572

DPW 4400-1009 Non- 
Protect ive

Voucher 6,009,273 2,474 8,808,574 3,788

DPW 4403-2000 Non- 
Protect ive

AFDC — — 2,600,880 1,679

Total *51,020,871 17,981 *61,140,983 22,039

* Excludes Babysitting

Fiscal Accountability In order to better target resources on the most critical prob
lems, DSS plans to implement a number of innovative refinancing and cost control 
initiatives in FY85.

• Revenue Retention It is estimated that there are at least 145 children currently in 
the care of the Department who are eligible for SSI or SSA but are not receiving 
benefits because no one has applied for them. To encourage DSS to pursue these 
benefits, we are recommending that the Department retain these new revenues. In 
exchange, DSS has agreed to a $1.9 million reduction in its state appropriation for 
Central Administration. Benefit collections in excess of the $ 1.9 million needed to 
support administrative operations will be available to fund new social service 
programs.

• Sliding Fee Scales All clients receiving DSS day care are required to pay a por
tion of the cost of services. The amount of this fee varies according to the client’s 
income. More than $3 million per year is collected from day care fees, expand
ing the funds available for this service. In FY85 the Department is proposing to 
extend the sliding fee requirement to all services, except for court-ordered place
ment and protective services. This initiative is especially important as services such 
as residential placement for adolescents are provided without regard to income and
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are increasingly sought by families with higher incomes. Altogether, the Department 
expects to collect over $950,000 in new fees in FY85.

• Controlling Underutilization Service providers frequently design programs for 
more children than they end up serving. Under current rate setting provisions, 
these providers’ rates can be adjusted upwards during the year. EOHS proposes 
changing rate setting policy for FY85 so that budgets and rates are established 
using historical utilization rates and no adjustments can be made during the year 
for underutilization. DSS expects to save $1 million in FY85 from this change in 
policy.

• Strengthening Services’ Support of Program Goals For years, DSS has provided 
funding for a broad range of community social services. In FY84, DSS is spending 
over $ 16.3 million for various kinds of counseling. Clients can obtain these services 
directly without DSS authorization. In the past, instead of adapting these services 
DSS has sought new money whenever it needed new or additional services to sup
port casework with the families it serves directly. In FY85, DSS intends to work 
with providers to tailor services already being purchased by the Department so that 
they provide more direct support to the agency’s central program goals.

FY85  Budget Recomm endations

The FY85 budget recommendation for DSS is $234 million, an increase of $13.5 mil
lion over the amount needed to maintain current operations. The major increases 
included in this recommendation are:

Protective Services

• $1 million for 205 protective day care slots;
• $1.1 million for 50 new social workers;
• $500,000 for sexual abuse treatment;
• $1 million for protective respite care;
• $125,000 for Comprehensive Emergency Services;
• $125,000 for Parent Aides; and
• $350,000 for emergency shelters for Women in Transition.

Adolescents

• $1.3 million for 62 residential placements; and
• $300,000 for 20 emergency shelter beds.

Day Care

• $2 million for 860 contracted day care slots for income eligibles; and
• $ 1 million for 205 protective day care slots (also listed above).

Homeless

• $250,000 for emergency services for homeless families.

Savings are taken for the following initiatives:

• $1.9 million for the retention of new SSI revenue;
• $1 million for the control of underutilization; and
• $1.9 million for the transfer of 97 mentally retarded adults to programs funded by 

the Department of Mental Health.
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Figure I

Trends in DMH Spending
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The Department of Mental Health serves mentally ill and mentally retarded citizens 
through a comprehensive network managed by 41 area offices. Currently, the state 
operates seven mental hospitals which serve 2,200 clients; three specialized mental 
health facilities which serve 600 clients; and seven state schools and regional centers 
for the mentally retarded which serve nearly 4,000 clients. Ten area offices also oper
ate mental health centers serving nearly 400 inpatients. In addition to state operated 
facilities, the Department manages approximately 1,450 contracts with private 
vendors which provide $135 million in purchased services, and contribute staff and 
support services to 44 public/private partnership clinics.

The Governor’s Budget recommends a budget of $584 million to support over 19,000 
state employees and a large contractural purchase of service system. In FY84, the 
Department instituted management reforms to allow the vast statewide, community 
based system to respond better to the Governor’s priorities in FY85. The Depart
ment’s top priority is to continue to meet the Commonwealth’s consent decree obli
gations by improving community programs for the mentally ill, and institutional and 
community programs for the mentally retarded. The Governor’s FY85 budget also 
focuses upon four additional priorities: 1) preventing homelessness associated with 
mental illness and providing mental health services to those mentally ill who are cur
rently homeless; 2) improving the management of the Department to enable it to use 
available resources more effectively; 3) expanding services for children and adoles
cents; and 4) planning and providing services for non-institutionalized disabled indi
viduals, 22 years or older, who do not currently receive adequate services.

Division of Mental Health Agency Summary
(000’s omitted)

FY85

FY83
Approp.

FY83
Expense

FY84
Approp.

Maint.
Budget

Gov’s
Recom.

Administration and Other $ 11,597 $ 11,648 $ 11,112 $ 17,295 $ 22,503
Community Administration 
and Direct Care Staff 34,069 33,647 38,647 40,550 33,361
Community Programs 54,986 54,758 48,867 47,541 45,533
Children’s Services 3,435 3,384 19,474 18,499 22,078
Mental Health Centers 5 1,419 50,612 51,812 53,846 61,118
Mental Health Hospitals 89,009 87,841 88,739 94,779 92,770

Total State Expenditures $244,515 $241,890 $258,651 $272,510 $277,363

Major Issues

The Homeless In FY85. the Department will expand its efforts to assist mentally ill 
homeless individuals to locate and retain permanent housing. The Department’s 
planning has been guided by a recent Department study of homelessness in the 
Commonwealth which indicates that, while a significant proportion of the homeless 
population is not mentally ill, a substantial number do suffer from mental illness. 
Many of these individuals either have been previously hospitalized but are not cur
rently receiving adequate follow-up care or have never received any treatment from 
the Department.
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The mentally ill homeless pose for the Department many of the problems it has tra
ditionally faced, including tracking a scattered population, ensuring that all individu
als take advantage of available services, and coordinating services with other state 
agencies. Through improved client tracking, strengthened community services and 
aftercare, and careful case management, DMH will be able to continue to improve 
the assistance it provides to the mentally ill homeless.

The Department moved aggressively in FY84 to help mentally ill homeless find and 
retain shelter. For example, the Department tested a new case management model in 
the Boston area to help mentally ill homeless individuals use available Department 
services; assisted in management of an interagency shelter for homeless adolescents, 
and continued to operate the temporary Parker Street Shelter for mentally ill home
less in the gymnasium of the Lindemann Mental Health Center in Boston while 
developing plans to move these clients to more appropriate facilities.

During FY84, the Department also applied for and received a federal grant to fund 
an extensive, year long research project that will better identify the needs of the men
tally ill homeless and help refine the Department’s response to those needs. The 
Department also implemented a housing assistance project to locate new housing 
sites and funds for the mentally ill homeless. This project, administered in coopera
tion with the Executive Office of Communities and Development, will assist local 
and state agencies in identifying housing units for mentally ill homeless individuals.

Improved Departmental Management The Department must address management 
difficulties which have accompanied the rapid transformation of the Department’s 
programs from institutional to community-based treatment, and the rapid develop
ment of a complex area-based service delivery system. These problems include exces
sive diffusion of management responsibilities and inconsistency in policies of local 
DMH offices.

The successful establishment of a well-financed community-based service delivery sys
tem has led to a dramatic decline in census at the state hospitals without a corre
sponding decrease in hospital expenditures. In the 1950’s Massachusetts served over 
22,000 clients in twelve state hospitals. Today, though the hospitals serve only 2,200 
clients, the state continues to operate eight hospital campuses. These outdated facili
ties are wasting resources needed to serve the mentally ill and other citizens of the 
Commonwealth: antiquated central heating systems heat empty buildings, archaic 
architectural designs necessitate inefficient staffing patterns, and large open tracts of 
land surrounding these dated facilities remain underutilized.

In June, 1984, the Secretaries of Administration and Finance and Human Services 
will publish a hospital facilities investment plan describing the investment necessary 
to develop a modem, high-quality regionalized state mental hospital program. This 
plan which will be developed in cooperation with community groups, employees, 
and other interested parties, will describe the facilities’ programs required to best meet 
the state s needs for inpatient mental health services for the coming decades.

Children’s Services The Department currently spends approximately $21 million 
for services for children and adolescents. The Department operates inpatient units at 
Gaebler Children s Center and Massachusetts Mental Health Center for children and 
adolescents, and manages 263 contracts with private vendors for day treatment, case 
management, residential and protective services, crisis intervention, court evaluations, 
and other outpatient, diagnostic, support, and school consultation services.

The major unmet need among these services is for additional closed adolescent 
treatment facilities. Many adolescents currently served by the Department of Youth 
Services and Social Services could be served more effectively, and with less disrup-
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tion of DSS and DYS services, in short-term intensive treatment closed units admin
istered by DMH.

FY 8 5  Agenda

Services to Prevent and Alleviate Homelessness The Governor’s Budget recom
mends expanding and redirecting services to better help the mentally ill who have 
lost, or are at risk of losing their housing:

• Case Management Many homeless individuals are unaware of or unwilling to 
use services which the state already provides. Case managers help clients locate and 
use available programs that will improve their ability to live independently. The 
Department is in the process of developing improved case management models to 
meet regional needs as mandated in C.450 of the Acts of 1983, and will provide 
case management and liaison services for the clients of the Department of Public 
Welfare’s shelter programs.

• Housing Programs Chapter 574 of the Acts of 1983, the Comprehensive Housing 
Act, provides $15 million for construction of housing for those in need of human 
services. The Department will share with the Executive Office of Communities and 
Development the responsibility for designing appropriate housing units for men
tally ill homeless. Chapter 574 also permits state rental subsidies to be used for sin
gle room occupancy (SRO) housing units that are frequently appropriate for the 
mentally ill homeless. The Budget recommendation includes funding for DMH 
staff to provide supervision and counseling for clients residing in SRO housing.

• Relocation o f Parker Street Shelter Clients In FY85, the Department will plan, 
in cooperation with the Governor’s Advisory Committee on the Homeless, to re
locate fifty clients who are currently housed in the Parker Street Shelter to 
several smaller and more appropriate shelters. Parker Street Shelter was estab
lished in 1980 as a temporary shelter for mentally ill homeless, and continues 
to “borrow” funding, staff, and supplies from six local mental health centers. 
The administration of the current facility is unnecessarily complicated by these 
“borrowing arrangements.” For the period of transition the FY85 budget con
solidates current funding sources into a single line item. After clients have been 
relocated, this account will fund the costs of their shelter and mental health serv
ices in their new facilities.

The Department’s Management The Governor’s Budget proposes that the Depart
ment continue to address fiscal and managerial problems by reducing local office 
administrative staff, increasing the ability of the Commissioner to allocate resources 
more effectively, increasing revenue collection, and planning for modernization of the 
state mental hospital system.

• Reduced Administrative Staffing A recent analysis of staffing patterns and client 
caseload data for the DMH area administrative offices revealed that certain local 
offices were overstaffed with administrative personnel. Reducing district adminis
trative staff will save $500,000 without reducing the quality of direct care provided 
by local offices.

• Consolidated Service Accounts In the past, each of the seven districts adminis
tered three separate budgets for mental health, mental retardation, and children’s 
and adolescents’ services. This arrangement prevented the Commissioner from 
readily reallocating funds for a particular service to respond to changing area 
needs. To improve the Commissioner’s management of the area based system, the 
Governor’s Budget consolidates the accounts in Regions II through VI for mental 
health, mental retardation, and children’s and adolescents’ services into three 
statewide accounts for these services. Region I programs are not included in the
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proposed account consolidation because they include a number of court-monitored 
consent decree programs.

• Partnership Clinics The Governor’s Budget recommends over $37 million 
for support of partnership clinics — community mental health facilities jointly 
funded and staffed by the state and by non-profit corporations. In 1978, the Legis
lature enacted, and the Governor signed, legislation to allow partnership clinics to 
retain revenues which had previously reverted to the state. One reason for this pol
icy was to provide clinics with enhanced incentives to pursue fees and third party 
reimbursements. The management of the clinics responded well to these incentives, 
and the partnership clinics will retain over $24 million in such earnings in FY83.

For FY85, the Budget recommends gradually phasing in an increased reliance upon 
self-generated revenues for the clinics, and decreasing their reliance on state fund
ing. The Governor’s Budget recommends full funding of support services and 90% 
funding of personnel costs. This 10% reduction in state personnel support will 
permit the Commonwealth’s resources to be channeled to other urgently needed 
services. This gradual shift in funding will not impair the clinics’ ability to serve 
low-income clients nor lead to employee layoffs. The Executive Office of Human 
Services and the Department will work closely with clinic and community repre
sentatives in drafting plans for the equitable implementation of this policy.
Data Processing The Governor recommends increased funding for computer 
equipment, including the expansion of systems to enhance revenue collection as 
well as to implement the initial phase of a microcomputer network linking the field 
offices to the central administrative office.

This system is an important component of the Department’s plans to directly 
manage the area offices without requiring the intermediate management functions 
of the District offices. With the implementation of the statewide computerized Per
sonnel Management Information System in FY84, the Department will in FY85, 
reduce by $400,000 expenditures for contract personnel payroll services which it 
now purchases.
Revenue To improve Department collection of revenues from the federal 
government, third party payers, and individuals who receive services, the Gover
nor’s Budget adds six new revenue collection positions to the fiscal office in Cen
tral Administration. These new positions will increase revenue collection by over 
$500,000 in FY85 and by increasingly large amounts in subsequent years.
Investing in a Contemporary State Mental Hospital System The Governor’s 
Budget recommends $83 million to operate the state’s seven mental hospitals and 
Cushing State Hospital, a special facility which serves mentally ill elderly individu
als. These funds will be used to maintain current staffing patterns necessary to 
qualify for federal reimbursement. In FY84, the hospitals will employ over 5,500 
staff to serve over 2,000 clients. In FY85, the Department will continue to improve 
the efficiency of its current facilities while working with the Executive Offices of 
Administration and Finance and Human Services to develop further plans for a 
more contemporary state mental hospital system tailored more precisely to the 
scope of needs arising from a community-based system.

Meanwhile, the Department will continue to improve the efficiency of its current 
facilities by reducing overtime, unit operation costs, and energy consumption. The 
Governor’s Budget reduces overtime costs by over $800,000 at the state hospitals to 
reflect improvements that will be made in the efficiency of geographic unit opera
tions. During the mid-1970’s, the Department established in its hospitals geograph
ically designated units administered by area offices. The “unit system’’ was 
initiated to ensure continuity of patients’ care by allowing the area director to 
retain responsibility for hospital care as well as community services for local 
patients.
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During FY85 the Department will continue to implement procedural improve
ments in unit operations. First, the Department is developing detailed guidelines 
for area directors concerning admission and discharge criteria, treatment philoso
phies, and use of seclusion and restraint techniques. Second, the Department con
tinues to develop statewide units to provide the special care needed by the elderly, 
by patients with organic brain damage, and by the mentally ill who are also men
tally retarded. Special units for these populations will increase the quality of care 
and reduce costs. The Department has, for example, already moved elderly 
patients from Metropolitan State Hospital to geriatric wards at Westborough State 
Hospital and Cushing State Hospital. Third, the Department is increasing flexibil
ity so that one unit does not require excessive overtime while a neighboring unit is 
overstaffed. The Department will continue to consolidate units with low census.

• Children's Services The Governor’s Budget recommends $22.8 million for child 
and adolescent services. This recommendation includes $400,000 for new closed 
treatment facilities for adolescents.

FY 85  Budget Recommendations

The Governor’s FY85 recommendation for mental health services is $277.4 million. 
This is $4.9 million above the estimated amount required to continue the level of 
services provided in FY84. This increase is composed of the following major items of
expansion and savings:

The Brewster Decree In 1978, officials of the Commonwealth signed the “Brewster” 
consent decree requiring development of community placements for Northampton 
State Hospital patients. The Governor’s Budget recommends $1.8 million to place an 
additional 99 Northampton patients in the community during FY85. This expansion 
of the community system will fulfill a major portion of the Commonwealth’s 
obligation set forth by the Brewster Decree.

Reimbursements for Contract Providers To strengthen the community-based sys
tem and improve the quality of its services, the Governor’s Budget recommends a $5 
million funding increase, which represents an average 4% increase in contract 
funding for community providers of mental health and mental retardation services.

Medium Security Treatment Facility The Governor’s Budget recommends $560,000 
to operate a new medium security treatment facility for aggressive mentally ill men
and women.

The proposed facility would provide 20 beds, including 12 for court evaluations, four 
for individuals inappropriately housed at Bridgewater, and four for women. This 
recommendation responds to a legislative mandate to plan and implement this
program.

Other Program Expansions Discussed Above

• S 167,000 for additional staff at Bridgewater Treatment Facility, where the number 
of patients continues to increase;

• $850,000 in expanded programs to prevent homelessness;
• $200,000 for additional revenue staff and computer equipment;
• $400,000 for residential services.

Savings

• $500,000 in area administrative staff reductions;
• $400,000 from implementation of the PMIS system;
• $1.7 million in Partnership Clinic reductions to be offset by retained revenues;
• $500,000 in increased revenue and facility fees;
• $800,000 in hospital overtime reductions.
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Division of 
Mental Retardation

Agency Sum m ary
(000’s omitted)

FY83
Approp.

FY83
Expense

FY84
Approp.

FY8S

Maint.
Budget

Gov’s
Recom.

Administration and Other $ 10,896 $ 8,084 $ 471 $ 941 $ 941
Community Programs 78,742 80,604 83,593 92,308 94,908
Mental Retardation Centers 
Mental Retardation State

17,575 17,196 18,930 19,127 19,127

Schools 164,520 163,437 174,380 191,857 191,857

Total State Expenditures $271,733 $269,321 $277374 $304,233 $306,833

The Department of Mental Health’s Division of Mental Retardation provides 
therapeutic and habilitative services through state-operated facilities and through 
contractual arrangements with private agencies. Services include: 1) Day Programs 
(day activity or habilitation, pre-vocational skills training, sheltered workshops, 
transitional and competitive employment programs); 2) Residential Programs', 3) 
Family Support Programs (crisis intervention, family counseling, and respite care 
services); and 4) Program Support Activities (service coordination, adaptive 
equipment clinics and guardianship services).

Figure 3

Mental Retardation Services
Institutional vs. Community

I  Community*

* includes only residential and day programs.
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Until the mid-1960’s, the Department of Mental Health served the mentally retarded 
exclusively at five state schools. Since the enactment of Chapter 735 in 1966, both the 
site and the means of delivery of mental retardation services in the Commonwealth 
have significantly changed. This legislation directed the Commonwealth to develop a 
community-based system for the provision of mental retardation services, and to use 
an educational or developmental model of habilitation, rather than the medical care 
model of treatment previously used. The goal of this legislation was to establish a 
continuum of care and treatment that would enable the mentally retarded individual 
to participate as independently as possible in the “mainstream” of community life.

As Figure 3 illustrates, a dramatic transformation in the delivery of mental retardation
services has occurred over the last ten years.

Major Issues

A series of federal court-sanctioned consent decrees has provided further impetus for 
accelerated deinstitutionalization and the establishment of community-based programs. 
The consent decrees represent negotiated settlement of five lawsuits filed beginning in 
1972 on behalf of the residents of Belchertown, Fernald, Monson, Wrentham and 
Dever State Schools. These agreements between plaintiffs and officials of the 
Commonwealth were signed between 1971 and 1979.

Figure 4

Net State Operating Costs
at the Division of Mental Retardation’s State Schools

Dollars in Millions

Fiscal Years

■  Operating Costs 
Revenues

The consent decrees require the Commonwealth to operate and maintain the state 
schools in a manner consistent with the standards imposed by Title XIX of the Social 
Security Act (Medicaid requirements). The Commonwealth’s strategy for satisfying 
consent decree obligations includes four principal components: 1) improvement of the
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facilities at each of the state schools; 2) increasing the number of professional and 
other direct care staff at the schools; 3) improvement of the quality and effectiveness 
of treatment provided for the residents by institutional staff; and, 4) development of 
habilitation programs and residences in communities for residents who could benefit 
from them. This strategy enables the Department to meet the consent decrees’ funda
mental goal of ensuring residents’ rights to treatment and care in the least restrictive 
and most appropriate environment.

Facilities Improvements In the years since the lawsuits were filed and the decrees 
ordered, the Department of Mental Health has tremendously improved conditions at 
the state schools while simultaneously expanding community programming oppor
tunities for both the deinstitutionalized population and mentally retarded individuals 
who were not previously served by the state. Investments in facility improvements at 
the state schools and the state regional centers have resulted in large-scale program 
and residential facilities renovations. The Commonwealth’s intensive efforts to comply 
with a July, 1982 deadline for completion of the renovations resulted in an extension 
of the deadline for remaining renovations and ensured continuation of Medicaid 
reimbursements at increased levels for the institutions.

Through July, 1983, the Commonwealth had completed renovations of approxi
mately 69% of the original 3,482 beds earmarked for improvement, at a cost of $95 
million, with an additional 15% currently undergoing renovation. As a result of the 
Commonwealth’s extensive construction effort which will cost over $175 million 
when completed, the Department has vastly improved the safety and effectiveness of 
institutionally-based services while measurably increasing federal reimbursements at 
the five schools (Figure 4).

_______ ________________  Figure 5

Numbers of Staff and Patients
at the Division of Mental Retardation’s State Schools

Thousands

79 80 81 82 83 84 85
Fiscal Years

I  Employees 
■  Census
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Staffing Improvements Increases in facility quality have been complemented by 
important qualitative and quantitative improvements in staffing at the state schools.
In 1975, the Commonwealth funded over 800 new staff at Wrentham, Dever and 
Fernald to provide higher quality and more effective developmental care services for 
the residents. Immediately after the signing of the personnel decree in 1978, the Com
monwealth funded an additional 2,328 positions at the state schools. In an effort to 
fill every vacant position as the personnel decree requires, the Department of Mental 
Health in FY80 increased salaries for direct care staff through the reclassification of 
5,200 positions at the state schools. As a result of the Department’s continued efforts, 
the state schools collectively have maintained the highest staff-to-patient ratios in the 
United States (Figure 5).

Increasing Community Placements The final element in the Commonwealth’s strategy 
for satisfying consent decree obligations has been the implementation of the Depart
ment’s Community Services Development Plan to increase residential placements and 
day program opportunities for appropriate residents of the state schools. Since 1973, 
approximately 3,500 clients have been deinstitutionalized from the state schools. 
Through the implementation of this community placement plan, the Department of 
Mental Health continues to provide mentally retarded persons with expanded service 
opportunities at such facilities as staffed and cooperative apartments, small group 
residences, and community intermediate care facilities.

During 1983, the Department served more thn 5,400 mentally retarded individuals in 
residential and/or day programs in the community at a cost of approximately $64.4 
million. During FY84 an additional 144 mentally retarded persons (including 91 pres
ently institutionalized) will be provided community-based residential and habilitative 
program opportunities at a cost of approximately $3.9 million. The continued develop
ment of the mental retardation community service network reflects the Department’s 
commitment to provision of individualized habilitative care in the least restrictive 
environment.

FY85 Agenda

The principal objective for the Department of Mental Health’s Division of Mental 
Retardation in FY85 will be to maintain the current high level of service quality at 
the state schools while continuing expansion of community-based residential and day 
program opportunities for the institutionalized mentally retarded. The Department 
will also continue to provide services to the institutionalized mentally retarded who 
reside at the three regional centers, to expand placement opportunities for appropriate 
mentally retarded persons who are presently unserved by Department programs, and 
to assist the Executive Office of Human Services in assuming responsibility for plan
ning and providing continuing vocational and educational programs for mentally 
retarded persons who have lost Chapter 766 entitlements at the age of 22.

Funding for expansion of community services, critical to satisfying consent decree 
obligations and to serving current residents of the community, assumes approval of 
the requested FY84 capital outlay budget, which included a request for $63.4 million 
in capital outlay to complete required renovations at the state schools, as well as 
$16.2 million to construct community residential facilities for the mentally retarded.

Augmenting the Commonwealth’s efforts to satisfy consent decree obligations and 
provide expanded community service opportunities, the Department of Mental Health 
has applied for and expects to acquire a waiver from the federal government which 
will allow Medicaid reimbursements for community programs serving mentally retard
ed persons who would otherwise require care in Title XIX certified institutions. When 
approved, the waiver should provide $1.1 million in FY84 and an additional $41.7

132



B u d g et R e co m m e n d a tio n s

million in federal Medicaid reimbursements over the subsequent four fiscal years 
which will help defray the cost of community-based programs.

FY 85  Budget Recommendations

The FY85 budget recommendation totals $306.8 million, an increase of $2.6 million 
over the amount needed to maintain current operations and to satisfy consent decree 
obligations.

For the 3,381 mentally retarded residents of the five state schools, the FY85 recommen
dation provides $191.9 million to continue habilitative services consistent with Title 
XIX standards. The FY85 recommendation supports 9,540 positions, an increase of 12 
positions over presently filled levels, at a total cost of $159.1 million. The FY85 rec
ommendation also includes $2.2 million for repairs and energy conservation measures 
that are expected to reduce energy operating costs at the schools.

For the Charles V. Hogan, John T. Berry, and Irving A. Glavin regional centers, the 
Governor recommends $19.1 million for operations, an increase of $200,000 over the 
FY84 appropriation level. $15.2 million of the recommendation supports 972 positions 
that serve 394 mentally retarded persons residing at the regional centers.

For community-based services, the FY85 recommendation totals $94.9 million, of 
which $88.2 million will be used to maintain services for approximately 9,800 mental
ly retarded persons. Approximately $3.8 million of the $88.2 million total will provide 
full year funding for community programs begun in FY84. An additional $4.1 million 
will provide expanded residential and day program opportunities for (1) 382 mentally 
retarded persons residing at the five consent decree schools and (2) 53 non-institu- 
tionalized and unserved mentally retarded persons currently residing in the commu
nity. Also, the Governor’s recommendation includes $2.1 million for the mentally re
tarded who have lost or will lose Chapter 766 entitlement funds for special education 
programs, and to meet emergency needs of an aging mentally retarded population.
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Executive Office of 
Transportation and 
Construction

Secretariat Summary
(000’s omitted)

FY83
Approp.

FY83
Expense

FY84
Approp.

1

Maint.
Budget

FY85

Gov’s
Recom.

Office of the Secretary $213,204 $203,092 $219,693 $221,345 $221,328
Mass. Aeronautics Commission 250 266 303 348 348
Department of Public Works 110,063 115,958 106,894 118,334 128,195

Total State Expenditures $323,517 $319,316 $326,890 $340,027 $349,871

Federal Grant Funds S 4,429 $ 2,234 $ 3,717 $ - $ 3,702

Retained Revenue $ — $ 31 $ 35 $ 38 $ 38

Non-Tax Revenue
Federal Reimbursement $ - $ 12,030 $ 12,100 $ 34,700 $ 34,700
Fees, Licenses & Permits — 438 399 399 399
Reimbursement for Services - 363 365 365 365
Other - 1,237 1,191 l. lll 2,111

Total Non-Tax Revenue $ - $ 14,068 $ 14,055 $ 36,575 $ 37,575

The Executive Office of Transportation and Construction (EOTC) is responsible for 
the planning, design, construction and maintenance of transportation facilities and 
services throughout the Commonwealth, including the state and local highway net
work, mass transit system, general aviation program and the railroad assistance pro
gram. In addition to its direct oversight of several state agencies, EOTC also plays a 
central role in coordinating program and policy development at the Mass. Turnpike 
Authority and the Port Authority. For example, in FY84 EOTC, working with the 
Port Authority (Massport) and the Turnpike Authority, instituted one-way tolls on 
the bridge and tunnels crossing Boston Harbor. This innovative program signifi
cantly reduced commuting time during the peak rush hours. New programs are also 
being planned to increase the number of vans for the elderly and the handicapped, 
thus improving and expanding the interregional transit services across the state. The 
close working relationship among the diverse array of state and quasi-public agencies 
under EOTC’s jurisdiction ensures the development of a well integrated statewide 
transportation planning and development program. We anticipate that co-locating all 
the major transportation planning agencies at the new Transportation Building will 
provide additional opportunities to pool resources and deliver improved services at a 
reduced cost.

The agencies whose programs have been identified as priorities by EOTC are the De
partment of Public Works, the MBTA and the Regional Transit Authorities. The 
MBTA provides public transportation services to the residents of 79 cities and towns 
in the metropolitan Boston area. The MBTA also contracts with the Boston and 
Maine Railroad to provide commuter rail service within the transit district to grow
ing numbers of customers — commuter rail ridership increased by approximately 
17% in FY83 —and coordinates service with six transit authorities outside its juris
diction. In FY85, using its 1,600 vehicles, the MBTA expects to provide service to 
163 million passengers traveling over 40.5 million miles, a 1% increase over the FY84 
level of operation. FY85 marks the completion of the MBTA’s five-year expansion 
program on the Red Line, expanding service from Harvard Square to the new Por
ter, Davis and Alewife stations.
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The Department of Public Works is directly responsible for the planning, design, 
construction, and maintenance of our state highway network, which includes 12,000 
lane miles of highway, 61,000 acres of highway roadside, and 3,000 bridges through
out the state. The Department’s construction, maintenance, and safety programs 
affect all of the motorists within the Commonwealth as well as the millions of tour
ists who visit Massachusetts each year. The condition and accessibility of the state’s 
roadways is a key factor in promoting the economic development within the state. 
The quality of a state’s transportation system is often cited as one of the key variables 
influencing businesses siting new facilities.

In FY85 the Secretary’s priorities will include: economic development through trans
portation infrastructure investments in highway and mass transit projects throughout 
the state; developing the potential of the state’s larger general aviation airports; and a 
comprehensive review of development and revenue opportunities in the transporta
tion network.

Major Issues

One of the most pervasive problems facing the U.S. today is the physical deteriora
tion of our vital infrastructure. The basic underpinnings of our economy — bridges, 
roads, sewers, and mass transit systems are decaying at an alarming rate. Current 
estimates of the costs of stemming this tide of decay run as high as $3 trillion. We 
must begin addressing the “crisis” brought on by years of deferred maintenance.

Highways and Bridges For Massachusetts, one of the older industrial states, the 
physical deterioration of our infrastructure is particularly acute. Most of the major 
highways in the Commonwealth were built at least 25 years ago and since that time 
development patterns have shifted considerably, thus placing additional stress on 
roadways which were designed to handle a lower volume of traffic. For example, the 
Southeast Expressway, which opened in 1959, was designed to accommodate 75,000 
cars per day; today, however, the Expressway carries twice that volume and is in a 
serious state of disrepair. Comparable problems beset the Commonwealth’s bridges. 
In September 1983, the Road Information Program (TRIP) identified 2,539 sub
standard bridges in Massachusetts; of these, the majority were more than 40 years 
old. Over 42% of them were found to be in a critical state of disrepair, requiring 
either extensive repair or replacement. In the two years since TRIP issued its last 
report, the Department of Public Works has repaired or replaced 95 bridges; during 
this time, however, the list of deficient bridges increased by 529. The study emphas
ized that while there is little immediate danger of collapse, the lowering of vehicle 
road limits on many bridges and the closing of others have forced buses, emergency 
vehicles, trucks, and other heavy vehicles to go miles out of their way. As a result, 
time and fuel are wasted and the overall cost of doing business and delivering basic 
services is increased.

Staffing In order to rebuild the state’s highways and bridges, we must rebuild the 
capacity of the Department of Public Works to design, construct and maintain these 
vital resources. In 1975, the Department had a staff of 4,400 employees. Major 
layoffs in 1982 reduced the Department’s staff by 25%, to approximately 2,800 posi
tions (see Figure I). This cut forced the Department into a reactive mode — sound 
planning and maintenance were deferred in order to respond to the latest crisis. Be
cause of these cutbacks Massachusetts failed to use approximately $200 million in 
federal highway funds. Finally, the decline in staff at the DPW had a direct effect on 
the amount of new construction contracts awarded (see Figure 2) and contributed to 
a 1983 unemployment rate of 13.9% in the construction industry in Massachusetts, as 
compared to the overall statewide rate of 6.7%.
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Figure 2

Contracts Awarded 
1979-1984
For Highway Construction & Maintenance
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The Federal Highway Administration (FHWA) has also expressed serious reserva
tions about the ability of the Department to manage its programs. Major problem 
areas identified by the FHWA include staffing, training, financial management and 
an overreliance on consultants. The FHWA has informed the Department that 
unless these problems are corrected it will sanction Massachusetts and withhold fed
eral funding.

The FY84 operating budget began the process of rebuilding the Department; how
ever, a great deal remains to be done if the Department is to address the transporta
tion needs of the 1980s.

Mass transit The MBTA, which operates one of the oldest transit systems in the 
country, has embarked on a major capital program to modernize the system and 
expand the areas served by the Red and Orange lines. However, years of deferred 
maintenance have taken a toll on the quality and timeliness of service provided by 
the MBTA. Although the MBTA has developed a comprehensive program to deal 
with systemwide maintenance problems, it is clear that rebuilding the capacity of the 
system to provide high quality service in a timely manner and increase the useful life 
of the equipment is a multi-year effort.

The MBTA, like other state agencies, has also been faced with substantial increases 
in fixed costs. Substantial increases in health insurance, workmen’s compensation, 
and debt service will result in a 16% increase in the state’s share of MBTA costs in 
FY85.

FY85  Agenda

If Massachusetts is to continue to enjoy its competitive position among other indus
trial states it must begin to rebuild its basic transportation network. Moreover, we 
must invest now in our future by expanding this network. It is unwise to continue to 
defer these investments; the price of further delay in foregone economic growth and 
increased deferred maintenance costs is simply too high.

The S716 million Transportation Bond Issue, which was enacted in December 1983, 
coupled with our recommendations in the operating budget, provides a strong base 
to begin the process of rebuilding the highway and mass transit systems in the Com
monwealth. This funding will help address two key priorities in FY85.

Mass transit A major goal of the MBTA in FY85 is to implement a systemwide 
program to improve on-time performance. Particular attention will be given to 
“trouble spots,” identifying short- as well as long-term improvements in service. The 
MBTA also intends to completely reorganize and streamline the bus routes and 
schedules. Public safety will continue to be a top priority, building on the success of 
the first year of the improved security program which saw a 17% drop in crime sys
temwide. The MBTA is also planning a new anti-litter campaign and a new station
cleaning program.

In addition, the MBTA is developing a five year capital planning program. Because 
of the long lead time required to replace equipment, one of the priorities of the capi
tal planning process will be to develop a comprehensive equipment replacement 
program.

The Authority will continue its vigorous implementation of management rights 
coupled with an aggressive program to control fixed costs and generate additional 
revenues. Improved collection and cash management systems and better use of 
MBTA owned land and buildings in order to maximize revenue potential will be key 
ingredients of the MBTA’s FY85 agenda.
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Highways/Bridges Rebuilding the capacity of the Department of Public Works is 
essential if Massachusetts is going to address its critical highway needs throughout 
the next decade. By the end of FY84 the Department will have begun the rebuilding 
process and expects to have the 3,123 engineers and maintenance personnel author
ized in FY84 on the payroll. The Department also expects to have filled the majority 
of the 100 civil engineering positions authorized in the Transportation Bond Issue.

Bridge inspection, maintenance, and repair is the DPW’s top priority for FY85. The 
DPW intends to increase its major bridge repairs statewide by 78% and increase 
preventive maintenance on bridges from 15 in FY84 to 91 in FY85, a 500% increase. 
At the same time, the implementation of a comprehensive preventive maintenance 
program will increase the life of the bridges, thereby protecting the Commonwealth’s 
investment.

In addition, the DPW is taking several steps in FY84 to improve management and 
address a number of the concerns raised by FHWA. DPW has contracted with 
MITs Center for Transportation Studies and Civil Engineering to design and 
implement a program that will provide the Department with practical state-of-the-art 
technology necessary to address two critical programs — highway and bridge main
tenance and overall data management. The tools provided by this contract will help 
the DPW rebuild its auditing and financial management systems and thus accelerate 
the rate of federal reimbursement, delayed or forfeited in recent years by a weak 
financial management system and limited auditing capability.

Maximizing the federal funding available to Massachusetts will continue to be a top 
priority. The Department will also continue to seek funding from programs such as 
the new Surface Transportation Act, Interstate Highway Program and mass transit 
demonstration programs. In FY84 the draft environmental impact statement on the 
depression of the central artery, seaport access road, and third harbor tunnel was 
completed. This was the first step in securing $2 billion in federal interstate funds for 
this project. EOTC will continue, throughout FY85, to work with FHWA and the 
Massachusetts Congressional delegation to secure this funding for Massachusetts.

Minimizing disruption while performing a number of critically needed repairs on the 
Southeast Expressway will also be one of EOTC’s top priorities in FY85. In March 
1984 the DPW will begin a 20-month, 24-hour-a-day program to rebuild 8.3 miles of 
the Southeast Expressway. This project is scheduled to be completed by November 
1985. EOTC has been working closely with the DPW, the MBTA, and local officials 
to minimize the effects of this massive project on area commuters. Additional park
ing facilities, commuter trains, and van and car pooling programs are being deve
loped. EOTC also expects to increase the number of commuter boats operating each 
day from the South Shore to Long Wharf.

FY 85  Budget Recommendation

The funding needed to maintain EOTC’s current operations in FY85 is $340 million. 
This amount includes a $24.3 million increase in MBTA debt service and contract as
sistance, an increase of $2.5 million for snow and ice removal, and $2.5 million to 
cover rental costs at the new state Transportation Building. All these ’’increases” will 
be needed just to continue programs at their current level.

The total FY85 budget recommendation for EOTC is $349.9 million, which repre
sents an increase of $9.9 million over the amount needed to maintain current opera
tions. This expansion will allow us to begin rebuilding our vital transportation net
work and the capacity of the DPW to manage our aggressive construction and 
maintenance program. Key expansion elements include:
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• $2.8 million to fund 220 new engineering maintenance and administrative positions 
at the DPW;

• $5 million for a comprehensive preventive maintenance and repair program for the 
state’s bridges; and

• $1.8 million to upgrade the highway safety program including line painting and 
traffic lighting and to improve the overall clean-up and maintenance of state 
highways.
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Educational Affairs — 
Libraries

Educational Affairs — 
Department of Education

Agency Sum m ary
(000's omitted)

FY85

FY83
Approp.

FY83
Expense

FY84
Approp.

Maint.
Budget

Gov’s
Recom.

Total State Expenditures $8,777 $8,587 $11,367 $11,364 $11353

The Board of Library Commissioners is the state’s central entity responsible for the 
direction and guidance of libraries in the Commonwealth. The Board provides 
technical assistance to cities and towns, serving as a clearing-house for ideas and 
information pertaining to the operation of local libraries. The Board also sets and 
monitors the maintenance of standards while overseeing the distribution of state aid 
to the 381 public and three regional libraries within its jurisdiction.

The Fingold Library, Massachusetts’ State Library, is a central resource center for 
information, documents, and other materials pertaining to the Commonwealth. The 
Fingold’s collection totals over 800,000 books and documents. This library provides 
services for state employees and officials, and serves as a resource for students at area 
universities and professional schools.

A total of $11.3 million is recommended for the libraries in FY85, the amount needed 
to maintain current operations.

Agency Sum m ary
(000’s omitted)

FY85

FY83
Approp.

FY83
Expense

FY84
Approp.

Maint.
Budget

Gov’s
Recom.

Local Aid $ 989,696 $ 983,282 $1,119,971 $1,128,528 $1,256,625
Other 37,985 37,339 46,595 46,410 40.468

Total State Expenditures $1,027,681 $1,020,621 $1,166,566 $1,174,938 $1,297,093

While Massachusetts’cities and towns must retain considerable discretion in manag
ing their public schools, the Commonwealth’s public education system requires 
shared leadership. The Department of Education must provide clear direction for 
state educational policy. Governed by the 12-member Board of Education, the 
Department oversees the administrative framework through which broad-based edu
cational needs can be addressed. This mandate is largely fulfilled through the provi
sion of planning, financial, and technical assistance.

Standards for the appointment of local school personnel, compliance with laws 
affecting education, certification of teachers, direct and indirect service to school per
sonnel and educational organizations, and the administration of public funds all fall 
within the purview of the Department of Education. Over $900 million in state aid, 
as well as over $202 million in federal funds, are administered annually by the De
partment. Its services are delivered, directly and indirectly, to over one million school- 
aged children in 2,000 schools throughout the state.
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All public school children are in some way affected by the Department’s activities — 
including the state’s 30,000 children with special needs and the nearly 300,000 
enrolled in alternative vocational education programs.

The Department sets standards for local curricula, offers technical assistance for 
instructional programs, and provides financing for local educational programs. State 
finances cover a broad array of school activities, from underwriting the construction 
of school buildings and facilities, to supporting the expense of public and many pri
vate school students’ transportation, to writing-down the costs of school lunches. A 
program of competitive grants encourages teachers to improve basic teaching skills 
and provides for short-term educational programs in special problem areas. More 
broadly, Massachusetts shares in the enormous expense of local and regional school 
operations under the expanding local aid program.

Major Issues

Despite a wide range of educational assistance, from communities, the state and the 
federal government, educational opportunity within our school systems varies widely, 
and many schools do not provide the quality of education our society requires. Some 
facts about Massachusetts’ educational system are disturbingly clear.

• Over 13,000 students drop out of public school each year.
• Educational expenditures per pupil vary widely from community to community. In 

FY82 per pupil costs ranged from a high of $5,152 to a low of $1,168 with a state
wide average of $2,442.

• Although informal evidence suggests unacceptably low basic skills achievement in 
several areas across the state, the absence of a standardized statewide skills test 
prevents the development of a well-targeted corrective strategy.

• The only state requirements for high school graduation, other than attending class 
180 days per year, are one year of American history and four years of physical 
education.

Nearly a dozen national reports on education issued within the last year describe 
these problems as part of the growing tide of educational mediocrity. Children are 
routinely advanced through school systems without having mastered the most basic 
educational skills. Outdated resources — from textbooks to science equipment — 
leave schools without the tools essential for quality education, while teachers them
selves are discouraged by a system which offers few professional rewards. Many edu
cators are ill-prepared or unable to respond to the increasingly diverse social 
problems and educational needs of the current generation of students. The result is 
that in many of Massachusetts’ schools it is difficult to teach and hard to learn.

The rising costs of education, particularly in light of the effects of Proposition 2/i, 
exacerbate these problems. Educational needs must not only compete with other 
basic municipal services, but must also cover what has become an increasingly broad 
set of basic educational requirements. The educational community has felt the effects 
of both phenomena. Teacher layoffs have diminished local teaching capacity. Basic 
physical plant operating and maintenance needs vie for dollars with equally essential 
demands for instructional equipment.

Some communities, and the local school districts with which they are associated, 
have managed to overcome these problems. In part this can be attributed to local 
decisions on the allocation of education funds. As Figure 1 illustrates, certain com
munities choose to direct more aid to schools than others. Without question, addi
tional resources help address the issues but they cannot alone solve them.
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Figure I

Distribution of Per Pupil Expenditure
School Year 1981-82
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FY 85  Agenda

It is the Governor’s commitment to educational excellence which overwhelmingly 
guides the state’s education agenda in FY85. More than any single factor, investment 
in quality education will determine the shape of Massachusetts’ future. The ability of 
the next generation to work within an ever more complex social and economic 
environment will be measured by its technological competency, basic skills, and 
creative abilities.

How best to build toward that future, to honor this commitment to educational 
excellence, has been the focus of ardent and provocative statewide debate during the 
last year. The Joint Legislative Committee, in conjunction with the Governor, has 
undertaken a six-month investigation of the condition of our educational system, 
from which have emerged proposals that range from major new capital investments 
to basic change in the educational administrative structure.

Over the coming months, as those participating in the debate come to consensus, an 
agenda for essential reform within our educational system will be set. At issue are 
longstanding tenets of education in the Commonwealth — the bases on which the 
public educational system is defined, administered and funded. While decision
makers may differ over the solutions, they do agree on the issue: our educational sys
tem can and should excel.

Although the precise agenda for reform is still unresolved, a number of important 
first steps towards the goal of excellence can be undertaken. A statewide assessment
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program in FY85 will allow the Department of Education and communities in the 
Commonwealth to evaluate the basic skills of Massachusetts’ school children and to 
compare the schools in which they are enrolled. This assessment program will iden
tify the strengths and weaknesses of our school children and our schools, providing 
direction for state and local efforts to improve the quality of education.

Under a unique commitment from the Board of Regents of Higher Education, our 
public higher educational institutions will be devoting $4.2 million in FY85 toward a 
collaborative program which will strengthen educational systems within the state’s 
primary and secondary schools.

Public institutions of higher education will use these funds for a program of intensive 
in-service training to help equip teachers with the skills necessary to use the computer 
as a teaching and learning tool, to follow advances in the areas of math and science, 
and to stay current with progress in their individual fields. College faculty and 
administrators will also provide valuable technical assistance in helping local schools 
plan to meet equipment and textbook needs. And college courses and facilities will 
be extended to provide opportunities for gifted and talented students to develop spe
cial abilities. Moreover, efforts to improve the quality of our schools will include a 
special scholarship fund to attract our best students to teaching and provide stipends 
for math and science students who decide to teach in Massachusetts’ primary and 
secondary schools.

While these initiatives will certainly advance us toward excellence, they cannot of 
themselves alleviate the extraordinary financial pressures placed on communities to 
support the basic costs of quality education. This year, state funding for local educa
tional assistance will be distributed among cities and towns under a $123 million 
growth in education aid. Regional schools and the regional school transportation 
program will receive a share of this support, bringing these programs up to full state 
funding for the first time since 1978.

Although the Chapter 70 portion ($110 million) of this new aid will not be explicitly 
tied to school districts, we will submit legislation to define a three-tiered system for 
ensuring that cities and towns provide from these funds enough resources to ensure 
that standards of educational quality are met.

The first tier provides for an entitlement for quality education, under which a city or 
town will be required to devote a sufficient amount of its state aid to support new 
state mandated initiatives. School districts which require additional funding to meet 
responsibilities imposed by new state education requirements for testing and higher 
standards will have the opportunity to argue their position before the Commissioners 
of the Departments of Education and Revenue. Where it is certified that such 
costs are justified, a city or town will be instructed to provide additional assistance 
from its share of new state Chapter 70 education aid.

The second tier of our education program will require a maintenance o f effort. Cities 
and towns falling below a minimum standard of 85% of the statewide per pupil 
expenditure would be required to commit sufficient funds per pupil each year equal 
to its previous year’s per pupil education expenditure, plus a proportional share of 
the increase in total revenues available to the community, net of the amount needed 
to cover fixed cost increases.

The third tier of the program will expand the authority to improve below average 
schools that fail to meet basic certification standards. Under legislation that would 
establish broad authority for the Commissioner of Education, schools which fail to 
meet standards set by the Commissioner could be directed to make increased alloca
tions from new state aid in the ensuing year — provided, however, that the Commis-
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sioner of Revenue concurred in the finding that the school system’s deficiency is 
attributable to a financial problem.

Promoting quality education in Massachusetts is paramount in FY85. Through mea
sures which help clarify the basic abilities of students, improve the skills of teachers, 
apply the resources of our higher education system, and address the issues of appro
priate funding for our schools, Massachusetts can begin to actively honor its com
mitment to educational excellence.

FY85  Budget Recommendation

The FY85 budget recommendation for the Department of Education is $1,297.1 mil
lion, an increase of $122.2 million over the amount needed to maintain current oper
ations. Expansion in regional school aid, in regional school transportation, and in 
local educational aid accounts for $13.1 million, $.03 million and $110 million of this 
growth, respectively. (For regional schools transportation and Chapter 70, the change 
in appropriation from year to year may not exactly equal the change in local aid dis
tribution: audits of actual costs can affect distributions. For FY85, the increase in the 
distribution for regional schools transportation is $.9 million.) An additional $150,000 
is devoted to the Commonwealth Inservice Institute for local teacher training. A new 
account in FY85, the development and administration of a statewide educational 
skills test represents $500,000 of DOE’s total $1,297.1 million budget.
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Higher Education Secretariat Summary
(000’s omitted)

FV85

FY83
Approp.

FY83
Expense

FY84
Approp.

Maint.
Budget

Gov’s
Recom.

In s titu tio n s $391,334 $389,967 $411,769 $411,022 $428,307
S ch o la rsh ip s 19,000 19.000 34,000 34,000 44,000
O th e r 6,389 6,191 10,913 11,535 12,233

Total State Expenditures $416,723 $415,158 $456,682 $456,557 $484,540

Federal Grant Funds $ 16,619 $ 65,110 $ 45,271 $ - $ 22,186

Retained Revenue $ - $ 761 $ 1,645 $ 766 $ 766

N o n -T a x  R evenue

F ed era l R e im b u rsem e n ts $ - $ 338 $ 210 $ 210 $ 210
T u itio n  an d  Fees — 89,241 92,116 93,420 93,420
R eim b u rsem e n ts  fo r  S ervices — 2,575 2,914 2,862 2,862
O th e r - 1,640 1,328 1,333 1,333

Total Non-Tax Revenue $ - $ 93,794 $ 96,568 $ 97,825 $ 97,825

There are 27 separate public institutions of higher education in Massachusetts. 
Although each has its own Board of Trustees, the fifteen-member Board of Regents 
is the governing body for the system of higher education in Massachusetts. The 
Board of Regents is responsible for fiscal direction of the system and coordinating 
the programs and policies within it.

More than 107,000 students are enrolled in the state’s higher education institutions, 
nearly 95% of whom are Massachusetts residents. The system is structured around 
the state’s three universities, nine colleges and 15 community colleges, each of which 
provides a special educational focus and range of services. Emphasis on graduate 
training, broad undergraduate programs and public policy and research centers dis
tinguish the universities, while state colleges focus more directly on baccalaureate 
instruction and selected graduate, continuing education and public service programs. 
Massachusetts’ community colleges, through a commitment to open enrollment and 
low tuition rates, help ensure accessibility to programs in the liberal arts, career and 
vocational fields.

The existence of a public system of higher education affects the quality of life in 
Massachusetts in a number of ways. Under public sponsorship, our colleges and uni
versities have the ability to set an educational agenda which is responsive to Massa
chusetts' distinct social and economic needs. Through public institutions of higher 
education we are able to provide our children with the skills required to participate in 
our diverse and emerging economy.

State financial assistance — to the institutions and their students — helps hold down 
the extraordinary costs of higher education and keeps these resources within reach of 
Massachusetts’ citizens. The community college system, under a policy of open 
access, ensures that the opportunity of a higher education is both available and 
affordable, and so assures that ambition and talent are not discouraged.

The public basis of the system also acknowledges the public’s right to a higher educa
tional structure which actively involves minority and older students, that is suppor-
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tive of our system of primary and secondary education and which has the resources 
to provide remedial education.

Over the past two years Massachusetts has increased funding for higher education 
by 24%, leading the nation in this area. Continued increases are needed, however, to 
develop a first rate system of public higher education and to stimulate further eco
nomic development in the state.

Major Issues

Education and the Economy Massachusetts’ economic resurgence is owed, in large 
part, to rapid growth in the state’s knowledge-intensive industries. Remarkable ad
vances in the science and engineering fields demand a highly skilled and often special
ized workforce. Computer literacy, which has come to be considered a fundamental 
educational skill, has particular importance in a state where development of high 
technology is as intense as it is in Massachusetts. If we are to continue to meet these 
sophisticated labor needs, our higher education system must stay at the cutting edge 
of high technology.

The costs of maintaining this capacity are substantial. A continuously expanding 
state-of-the-art technology can quickly render costly equipment obsolete. Instructors, 
lured by a more lucrative private market, come highly priced, while coursebooks and 
software too soon become outdated. Many of the new fields — such as fiber optics, 
micro-electronics and robotics — require equipment and instruction that are far too 
costly to support at more than a handful of institutions. The purchase of up-to-date 
equipment and adequate funding for staff with technological expertise have domi
nated the institutions’ fiscal agendas.

The attention placed on technological change and instruction should not, however, 
come at the expense of a weakened liberal arts base. Our service economy is as 
reliant on strong education in the arts and humanities as our high tech companies are 
on the sciences. The need to accommodate strong programs in the liberal arts, while 
responsibly meeting the needs in advanced technology, is a key issue within the state’s 
higher educational system.

Costs and Scholarships Costs of education continue to rise at an unprecedented 
rate. Tuition and fees at Massachusetts’ private colleges and universities averaged 
$5,981 per year in 1984, compared with $1,207 for public higher education. Tuition 
increases in private schools have undoubtedly increased demand for public higher 
education. Despite a decline in the college age population, enrollment in our public 
colleges and universities increased 25.9% over the past ten years and over 7.4% in the 
last two years.

The growing costs of both public and private education have increased the need for 
scholarship assistance. With the reduction of federal assistance programs in 1979 and 
their level funding since then, competition for the state’s limited scholarship aid has 
increased. Despite a $15 million growth in state tuition assistance in FY84, requests 
for these funds far outstrip supply.
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Figure I

Com parison of Higher Education Costs
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FY85 Agenda

Building Educational Infrastructure Adherence to a commitment of educational
excellence will require exceptional performance by our system of public higher 
education. Institutions must find ways of strengthening core programs while simul
taneously building the educational infrastructure required to meet and stay abreast of 
technological growth and change.

Massachusetts’ traditional foundation in the liberal arts and sciences lies at the heart 
of its public colleges and universities. In FY85 there will be increased emphasis on 
enhancing this base. Our FY85 budget recommendation includes broad support for 
fundamental instructional and research programs, with particular concentration on 
writing skills programs and computer-aided mathematics instruction.

The critical need for programs in advanced technologies weighs equally important 
this year. An extensive share of the institutions’ expanded funding will be earmarked 
for programs in engineering and the computer sciences. Equipment and faculty, tar
geted at computer competency, will help secure the promise of these institutions as 
centers of technological superiority.

Building toward an increasingly knowledge-intensive future, and preparing the com
ing generation of higher education students for it, will also require an investment in 
the quality of our existing elementary and secondary educational system. In FY85, 
the state’s colleges and universities will begin a major new effort to improve educa
tion in our public schools. Nearly a quarter of the new funds recommended for the 
institutions will be used to support in-service training for teachers, special instruction 
for children and assistance to administrators in designing educational programs.

Increasing Scholarship Aid Despite these initiatives and regardless of the abilities of 
students, higher education in Massachusetts will not have met its responsibilities if
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the costs of participating in it are prohibitive. Scholarship aid is the state’s most effec
tive insurance against the loss of prospective students who are exceptionally quali
fied but economically hard pressed. Major expansion in the Regents’ general schol
arship fund extends that assistance to an estimated 1000 new students in the 1984 
academic year. A portion of this new scholarship aid will be devoted to a special 
fund to provide incentives for exceptional students to become teachers in our prim
ary and secondary schools. A special program will also be instituted to award sti
pends to math and science majors who agree to teach in the public schools.

FY85  Budget Recomm endations

More than $484 million is recommended for the Board of Regents in FY85, a $28 
million increase over the amount needed to maintain current operations. $5 million 
of this increase is required to strengthen existing programs, while $4 million is recom
mended to develop new programs in high technology and engineering sciences. $4.2 
million is provided for programs designed to strengthen the quality of education in 
our primary and secondary schools. And $10 million is recommended to increase 
scholarship aid for students in public and private institutions. This increase would 
bring total funding for scholarships to $44 million, a 131% increase over a two-year 
period.
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Executive Office of 
Public Safety

Secretariat Summary
(000’s omitted)

FY83
Approp.

FY83
Expense

FY84
Approp.

Maint.
Budget

FY85

Gov’s
Recom.

O ffice o f  th e  S ecre ta ry $ 5,961 $ 4,756 $ 6,396 $ 6,185 $ 6,188
M ass. C rim in a l Ju s tic e  T ra in in g
C ouncil 791 794 1,269 1,265 1,578
D e p a rtm e n t o f  P u b lic  S afety 37,647 42,980 42,354 39,688 40,924
R egistry  o f  M o to r  V ehicles 25,360 24,792 27,213 27,914 28,760
M erit R a tin g  B oard 1,549 1,427 1,644 1,941 1,941

Total State Expenditures $71309 $ 74,749 $ 78,876 $ 76,993 $ 79391

Federal Grant Funds $ 1,282 $ 1,092 $ 1,539 $ - $

Retained Revenue $ - $ 20 $ - $ - $

Fees, L icenses an d  P erm its $ - $121,642 $136,892 $153,594 $158,594
R eim b u rsem e n ts  fo r Services — 75 100 95 95
S pecial A ssessm ents — — 250 2,500 2,500
O th e r - 905 917 935 935

Total Non-Tax Revenue $ - $122,622 $138,159 $157,124 $162,124

Crim e in Massachusetts

Statistics indicate that the total number of serious crimes reported in the Common
wealth continues to decline. In the first nine months of 1983 the number of crimes 
reported was 7.9% less than in the same period during 1982. Specific reported crime 
trends were as follows:

• Murders decreased 5.8%
• Forcible rapes increased 1.4%
• Robberies decreased 1.3%
• Burglaries decreased 12.6%
• Aggravated assaults increased 5.7%
• Larcenies decreased 7.9%
• Motor vehicle thefts decreased 7.3%

The problem of crime affects us all everyday. We leave radios and lights on to make 
burglars believe we are home. We pay higher prices for goods and insurance because 
businesses pass along the losses they suffer from thefts. We make countless daily 
decisions based on how to best protect our safety — where to go and how to get 
there, where to eat and where to park, whether our children can go out to play. 
These daily encroachments affect the very fabric of our lives and communities.

Making the criminal justice system work is central to our effort to reduce the inci
dence of crime and to rebuild safe and secure communities for the future of our state. 
As a major part of this effort, we established the Governor’s Statewide Anti-Crime 
Council in February of 1983. The Council includes the Governor, Lieutenant Gover
nor, legislators, the Attorney General, criminal justice officials from all levels of 
government and the private sector, and private citizens. The council brought into 
existence a new and unprecedented governmental coalition for preventing crime, 
enhancing law enforcement efforts, ensuring swift punishment of criminals and
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improving the operation of criminal justice agencies across the state. The accomp
lishments of the Governor’s Anti-Crime Council have been many and include 
improvements in the following areas:

• child abuse reporting
• drunk-driving enforcement
• victim witness services
• prevention and prosecution of rape
• indigent defense services
• prison overcrowding

Executive O ffice of Pubiic Safety

The Executive Office of Public Safety is the Secretariat with key responsibility for 
fighting crime and ensuring safety for all citizens and visitors to the Commonwealth. 
Its efforts, ranging from the implementation of specific programs targeted to high 
incidence crimes such as auto theft, rape, and drunk driving to general crime preven
tion, investigation, and apprehension, are critical to the effectiveness of our statewide 
criminal justice system.

The agencies within the Executive Office of Public Safety fall into two categories: 
support and enforcement. The support agencies provide critical services such as train
ing and information to enforcement agencies. Enforcement agencies are those directly 
involved in law enforcement and public protection.

Major Issues
Support Agencies We continue to experience difficulty in apprehending and prose
cuting criminals because of delays in obtaining criminal histories, analyzing evidence, 
identifying fingerprints and firearms, and other support functions so vital to effective 
law enforcement. Inadequate staffing levels and outdated facilities and equipment 
still handicap our criminal justice system.

Examples of these problems can be found in a number of agencies.

• Office o f the Chief Medical Examiner The Medical Examiner is responsible for 
investigating all unnatural deaths including homicides, suicides, accidents, sudden 
deaths, deaths where contagious diseases are suspect and any deaths occurring 
without the care of a physician. These account for approximately 25% of the total 
deaths each year in the Commonwealth. Testimony resulting from the Medical 
Examiner’s investigations is often key to the successful prosecution of murder, 
rape, child abuse and other crimes. The Eastern Massachusetts Medical Examin
er’s Office is currently located in a section of Boston City Hospital that is over 50 
years old. The facilities are extremely antiquated and severely handicap the Medi
cal Examiner in his efforts to provide accurate investigative information to other 
members of the criminal justice system.

• Criminal History Systems Board CJIS is the Commonwealth’s criminal justice 
computer network and provides for the statewide collection and dissemination of 
information about warrants, arrests and court events, as well as for effective case 
management in criminal justice agencies. The major component of CJIS, Law 
Enforcement Agency Processing System (LEAPS), is a network of high-speed tele
phone lines which enables most police departments and prosecution offices to 
receive immediate response to their inquiries about outstanding warrants, stolen 
property and missing persons. This network will include over 350 agencies and 
offices by the end of FY84.
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The Criminal History Systems Board is now confronting the problem of inade
quate capacity with CJ1S. The present computer system is filled to capacity and 
cannot give adequate support to the Corrections and Parole Management Infor
mation System, or accommodate Computerized Criminal Histories, criminal iden
tification data, Criminal Justice Training Council management information, fire
arms records, general licensing information for the Department of Public Safety or 
State Police management information.

• Criminal Justice Training Council (CJTC) CJTC is responsible for the training 
of all criminal justice personnel. All full time police officers must complete a 480- 
hour program which has been standardized and implemented in the 15 police 
academies throughout the state. Training is also provided to staff of the Depart
ment of Correction, Department of Youth Services, and Parole Board and county 
correctional personnel. 9,687 people, of which 482 were police recruits, were 
trained by CJTC in FY83 and 5,161, of which 647 were police recruits, in the first 
six months of FY84. However, the police recruit curriculum being used was deve
loped in 1979 and has not been formally evaluated since.

• The Bureau o f Identification This Bureau is responsible for maintaining finger
print records on all people who have entered the state criminal justice system. Over 
100 requests are received daily from local, state and federal agencies for identifica
tion of fingerprints found at the scene of the crime, documentation of previous 
criminal histories and identification of aliases. The Bureau currently has over 
80,000 fingerprints that have not yet been classified or entered into their files. Thus, 
in most cases, the Bureau is unable to respond to the requests that it receives. 
Undoubtedly, many criminal go unconvicted because of our inability to promptly 
and accurately identify them.

• The Bureau o f Firearms Records This Bureau maintains files of licenses of all 
gun owners and registration of firearms. The effective operation of this Bureau is 
key to the successful identification of weapons used in criminal activity. Approxi
mately 350 requests for information are received daily. The Bureau is currently 
operating with a backlog of over 6,000 gun sale records and over 70,000 licenses.

• State Crime Laboratory The State Crime Lab provides chemical analyses, ballis
tics tests and photographic documentation of criminal evidence for state and local 
law enforcement agencies. In FY83, the Crime Lab handled over 2,200 cases. 
Insufficient staffing levels, crowded conditions and severely outdated equipment 
have led to significant case backlogs and threaten the lab’s ability to provide accu
rate, timely investigative reports to law enforcement officials and the courts. The 
successful apprehension and prosecution of criminal cases often rests on this evi
dence, and a number of these cases are undoubtedly lost because of our inadequate 
lab capacity. The FY84 budget provided funds for increased staff and new equip
ment to begin to address these problems.

Enforcement Agencies. The major issues confronting the enforcement agencies are
staffing shortages and the need for effective personnel management.

• The Division o f State Police Enforces highway safety and staffs auto theft units, 
special service units (such as illegal gambling), and other major crime prevention 
programs. Effective personnel management is an area of concern in the Division of 
State Police. Additional state troopers are necessary to patrol over 150 miles of 
newly expanded highway in the Commonwealth. Yet at the same time, overtime 
costs are totalling over S3 million a year, consuming an increasing portion of the 
Division’s total budget, thus limiting their ability to hire needed personnel.

• The State Police Narcotics Unit Consists of 100 state troopers, most of whom are 
assigned to individual District Attorney’s offices and work undercover in investi
gating and apprehending drug offenders. During FY83, 91 cases were investigated,
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resulting in 46 arrests. The State Police expect to double that number in FY84 and 
FY85. During FY84 the support costs of this unit have presented problems. 
Expenses related to these drug investigations were well above what had been pro
jected; overtime funds were depleted in just six months.

• The Division o f  Inspection The mandate of the Division of Inspection is to 
ensure the safety of people and property by supervising and inspecting a wide var
iety of buildings and equipment, and by providing examinations for engineers, 
firemen, heavy equipment operators, technicians, construction supervisors and 
others. The Division is severly handicapped in performing this mandate due to 
staffing shortages. For example, staffing levels during FY83 enabled the Division 
to inspect 5,118 elevators, only 57% of the 9,000 elevators they must inspect each 
year. These backlogs severely jeopardize public safety.

• The Registry o f Motor Vehicles Has primary responsibility for issuing and main
taining all records related to motor vehicle registrations, operators’ licenses and 
certificates of title. It is also responsible for the enforcement of motor vehicle laws, 
the promotion of highway safety, the collection of sales tax on motor vehicles, and 
the generation and enforcement of excise tax billings. The Registry processed more 
than 6 million transactions in calendar year 1982, and generated $237.4 million for 
the Commonwealth in combined Registry fees and sales tax revenues during FY83.

In addition to its ongoing responsibilities, the Registry has added a significant 
number of new programs and revenue collection efforts. These include increased 
registration compliance, which will generate an additional $1.5 million in revenues, 
the new Safety and Emissions Control program with revenues of $4.3 million in its 
first five months, and a Motor Vehicle Parking Violation Program that has gener
ated increased state revenues and increased parking ticket revenues for 
municipalities.

These new programs have added a severe strain to already fully extended staffing 
resources. Since 1977, the number of clerks employed by the Registry of Motor 
Vehicles has decreased from 870 to 686, a reduction of over 25%. Much of their 
equipment has become increasingly obsolete. These conditions not only preclude 
the Registry from further expanding its services, but jeopardize the efficient opera
tion of current programs and public service. Long lines and public dissatisfaction 
continue to be prevalent.

FY 85  Agenda

The FY85 agenda for the Executive Office of Public Safety reflects our continuing 
commitment to reduce crime and protect the public. To address the issues and prob
lems outlined above, our FY85 budget recommendations include staffing increases 
and funds for the replacement of outdated, inefficient equipment in a number of 
agenices.

Support Agencies We requested funding in an FY84 capital outlay amendment for 
the relocation of the Eastern Massachusetts Medical Examiners Facility and the State 
Crime Laboratory to a new site in Jamaica Plain. The operation of these two pro
grams will be greatly enhanced in expanded, co-located modern facilities.

During FY84, the state Office of Management Information Systems is conducting a 
study to determine the current and future needs of the Criminal Justice Information 
System. Upon completion of that study, funding will be provided to purchase an 
appropriate computer system.

We are recommending that the Criminal Justice Training Council expand its training 
for law enforcement and service provider personnel in managing rape cases. The 
number of forcible rapes reported in the Commonwealth increased 1.4% between the
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first nine months of 1983 and the same time period in 1982. Effective police response 
is critical to the successful prosecution of these cases. The Governor’s Anti-Crime 
Council will work with CJTC in the development of this curriculum.

In order to ensure that DJTC is providing appropriate up-to-date training and that 
such training is effective in enhancing the performance of our law enforcement and 
criminal justice personnel, we are recommending funds to support a curruculum 
development and evaluation unit within CJTC.

Local community crime watch programs have proven to be an effective preventive 
measure against certain crimes. A statewide crime watch program was implemented 
several years ago with funding from an LEAA grant. These programs were found to 
result in as much as a 20% reduction in local crime rates. With the termination of 
these federal funds, most of the components of this program have been eliminated. 
We are recommending funds for the re-establishment of this extremely effective, cost- 
efficient crime fighting program.

The Bureaus of Identification and Firearms Records are almost paralyzed by the 
growing backlogs they are experiencing. We are recommending four new positions 
and new equipment to decrease backlogs in fingerprint identification and classifica
tion and three new positions to update and maintain the state’s firearms records.

Enforcement Agencies In order to provide adequate coverage of the major high
ways in the Commonwealth, we are recommending that a new class of 50 state police 
recruits begin training in FY85. We will also continue to work with the Department 
to improve the management of state trooper overtime costs.

Funds are also recommended in the State Police Narcotics Unit to cover support 
costs for those troopers working in the District Attorneys’ offices. We are recom
mending that overtime and support funds be distributed into allocation accounts for 
each District Attorney’s office to increase management effectiveness in this program.

Delays in the inspection of buildings and elevator equipment severely jeopardize our 
ability to protect the public from unnecessary accidents. We are committed to 
providing timely and thorough inspections to ensure adherence to safety codes and 
are therefore recommending two new building inspectors and two new elevator 
inspectors for FY85.

Finally, we are proposing to improve service to the public at the Registry of Motor 
Vehicles and to increase compliance with motor vehicle laws. Specifically, we are rec
ommending the implementation of a new part-time work program. Expanded RMV 
programs and the recent extension of operations into the evening in Boston and 
other branch offices have led to staffing shortages and customer dissatisfaction. A 
part-time work program is recommended as an efficient means of providing quality 
service to the public. We are also recommending the addition of 50 new clerk exa
miners. Many law enforcement personnel are currently performing clerical tasks.

These new clerk examiners will replace those law enforcement personnel, allowing 
reassignment of the latter to the critical special enforcement services of registration 
compliance, fatal accident investigations, auto theft and commercial weights and 
dimensions.

The Registry will also continue working with the state Office of Management 
Information Systems to develop a comprehensive state-of-the-art computer system 
which will bring its record keeping and data processing systems into the twentieth 
century.
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FY85  Budget Recommendation

The FY85 Budget Recommendation for Public Safety is $79.4 million. This repres
ents an increase of $2.4 million over the amount needed to maintain current opera
tions and includes the following major expansion items.

• $9,000 for the Criminal Justice Training Council to re-establish a rape-victimology 
curriculum.

• $39,549 for the Criminal Justice Training Council to establish a curriculum 
development and evaluation unit.

• $200,000 for the Criminal Justice Training Council to implement a statewide crime 
prevention program.

• $50,000 in a new line item (8200-0240) to fully fund the Northeast Regional Police 
Institute.

• $126,245 for additional personnel and equipment in the Bureaus of Identification 
and Firearms Records.

• $331,918 to fund a new class of State Police recruits to start training in FY85.
• $722,938 for increased overtime and support costs for the State Police Narcotics 

Unit.
• $46,872 for additional elevator and building inspectors.
• $538,264 to establish a part-time work program and to fund 50 new clerk examiner 

positions at the RMV.

Executive Agencies

The Massachusetts Committee on Criminal Justice, the Governor’s Highway Safety 
Bureau, the Military Division and Civil Defense are all under the administrative 
jurisdiction of the Executive Office of Public Safety although they are statutorily 
executive agencies.

The Massachusetts Committee on Criminal Justice (MCCJ) assists the Governor 
and state and local agencies in the analysis, formulation, implementation and coordi
nation of criminal justice policies and programs. MCCJ’s workload in this area has 
grown considerably during FY84 primarily through their role as staff to the Gover
nor’s Anti-Crime Council. MCCJ frequently brings together experts from both the 
public and private sectors to address a broad range of issues, such as enforcement of 
the drunk driving law, relieving prison overcrowding, protecting victims’ rights, sen
tencing reform, combatting auto theft and the prevention and prosecution of sexual 
assault crimes.

MCCF also administers over $800,000 in federal Juvenile Justice funds directed to 
prevent juvenile delinquency. The value of a central organization to integrate and 
coordinate the state’s criminal justice system has been well documented by the 
achievements of MCCJ and the Governor’s Anti-Crime Council in improving the 
criminal justice community’s response to crime and its victims.

The Governor’s Highway Safety Bureau (GHSB) is responsible for the coordina
tion of all highway safety activities on the state and local level. The Bureau is sup
ported with both state and federal funds. Over 40% of these funds are further dis
tributed to counties, cities and towns as required by federal funding guidelines. The 
GHSB coordinates many types of programs geared to improve highway safety. These 
include drunk driving prevention and apprehension, enforcement of the 55 mph 
speed limit, alcohol education in schools, safety belt and child restraining usage, state 
of the art police training and school bus transportation safety. In particular, the 
Bureau’s efforts to deter drunk driving through the use of “roadblocks” was highly 
successful during the summer of 1983. As a result of the coordinated efforts of the
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Figure I

Highway Fatalities
July I st Through Labor Day Weekend 
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Source: Executive Office of Public Safety

_ _ _ _ _ _ *
State Police, MDC, Registry and local police units, the number of highway fatalities  ̂
between July 1 and Labor Day was the lowest in a decade. I*

In FY85 we will continue our efforts to decrease highway fatalities and injuries by 
combating drunk driving. $100,000 in additional funding is recommended to supple
ment federal funds for the successful roadblock enforcement program initiated in 
FY84.

Military Division The Military Division, headed by the Adjutant General, includes 
state staff (Officers of the Militia), the Army National Guard and the Air National 
Guard. They are responsible for maintaining peace and order and providing protec
tion to life and property during ciivl disturbances or natural disasters. The Military 
Division trains all National Guard members and maintains all military facilities 
including 72 armories and four air installations.

The National Guard is a joint state and federal undertaking. The state provides the 
manpower, armories and air installations while the federal government provides uni
forms, equipment, training advisors and drill pay. In September of 1983, there were 
approximately 15,000 enlisted National Guardsmen plus 1,900 federal technicians 
and active duty personnel (whose salaries are paid by the federal government), bring
ing the full strength of the Military Division up to 16,900 men and women.

The ratio of federal/state contributions in FY83 was 32 to I with the federal govern
ment’s share at $119 million and the state expenditures totalling $3.7 million.

The major issue confronting the Military Division in FY85 is the continuing 
deterioration of their facilities. We are recommending five new positions to improve 
facility maintenance and the replacement of antiquated equipment.

Civil Defense The Massachusetts Civil Defense Agency and Office of Emergency 
Preparedness (MCDA) is responsible for preparing the Commonwealth for any large 
scale emergency or disaster. MCDA receives funds from the Federal Emergency 
Management Agency (FEMA). FEMA establishes the guidelines for emergency pre
paredness program development at all levels of government.

To qualify for federal financial assistance, the Commonwealth is required to 
appropriate 50% of the cost of staff personnel and administrative expenses which are 
necesary to administer the program. In FY85 this match is expected to generate $2.5 
million in federal funds.

MCDA has developed a Comprehensive Emergency Management (CEM) plan 
which integrates the application of all the federally funded programs presently avail
able to the Commonwealth. The plan allows MCDA personnel to work directly with 
local public and private officials for the development of an all-hazards emergency 
response program which provides for the safety of the public in all large scale 
emergencies.

Our FY85 recommendation for Civil Defense includes sufficient funds to maintain its 
current level of operations as well as an increase of $10,481 to provide better mainte
nance of existing facilities.
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Executive Office of 
Economic Affairs

Secretariat Summary
(O(X)'s omitted)

FY83
Approp.

FY83
Expense

FY84
Approp.

Maint.
Budget

FY85

Gov’s
Recom.

Total State Expenditures $28,698 $30,438 $ 11,277 $11,092 $ 11,280

Federal Grant Funds $80,458 $85,822 $130,298 $ - $113,945

Retained Revenue $ - $ - $ - $ - $ -

Non-Tax Revenue $ - $ 274 $ 275 $ 275 $ 275

Employment and economic growth are the fundamental policy objectives of the 
Executive Office of Economic Affairs. Through job creation, capital formation, and 
commercial, industrial, and tourism promotion, the Secretariat has the ability to 
influence and improve the Commonwealth’s economic climate. In FY85, therefore, 
Economic Affairs will play a central role in the Governor’s overall economic devel
opment strategy.

Job Training For Massachusetts to remain economically competitive a highly 
skilled working population is essential. This year, Economic Affairs will administer 
nearly one-half of the approximately $150 million statewide appropriation for job 
training and support services. Its programs are designed to address priority popula
tions within the state’s workforce and priority job needs within the state’s economy.

By leveraging existing state programs and private sector participation, the Job Train
ing Partnership Act trains individuals facing serious employment barriers for jobs in 
the private sector. Regional level councils, composed of leading members of business, 
industry, and government, have policy making reponsibility and help shape job train
ing strategies which are most appropriate for their service areas. Overall, policy deci
sions on JTPA are made by the Governor. In Massachusetts, JTPA will focus on 
those groups for whom the barriers are formidable — AFDC recipients, high school 
dropouts, out of school youth, minorities, women, the aging, and dislocated workers. 
In FY85, JTPA programs will serve approximately 20,000 people.

Bay State Skills Corporation has developed one of the most successful job training 
models in the nation. Specifically, it identifies occupations in high demand; funds 
and encourages the development of programs in job training and educational centers; 
and leverages private dollars or in-kind contributions for a portion of each program. 
In addition, it administers a series of programs that are designed to increase training 
opportunities for displaced homemakers, dislocated workers, disadvantaged youth, 
AFDC recipients and the mentally handicapped. BSSC has trained and placed 
nearly 3,000 individuals since its inception in 1981.

The federally-funded Division of Employment Security is the state’s long-standing 
employment-related agency, serving the unemployed through registration, job
matching, and the collection and distribution of unemployment insurance funds.

Massachusetts Technology Park Corporation represents a public/private effort to 
plan for and develop the highly skilled workforce our future economy needs. Begin
ning in FY85, MTPC will begin construction of a microelectronics center with 
design, instructional, and fabrication facilities for students and faculty of the 
Commonwealth’s higher educational institutions. The center will also provide direct 
access to a highly sophisticated computer aided design network for nine Massachu
setts campuses.
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Financing/Business Assistance Economic Affairs also administers and participates 
in a wide variety of business development programs, designed to encourage job crea
tion and business development. Assistance ranges from loan guarantees and indus
trial revenue bonds for small manufacturing companies wishing to expand or relo
cate in Massachusetts to technical assistance and venture capital investment in small 
high-technology corporations.

Massachusetts Technology Development Corporation (MTDC), created in 1978, 
provides venture capital through debt and equity investments to new high-technology 
companies that have been unable to secure affordable conventional financing. The 
MTDC record, to date, has been very strong. Since its inception, MTDC has 
invested over $3 million in innovative young companies, which have leveraged over 
S18 million in investments by conventional private sources. These companies will 
create close to 5,000 new jobs, both directly and indirectly, as they complete their 
startup phases.
The Massachusetts Industrial Finance Agency (MIFA) provides below market rate 
financing to expanding businesses across the state. During the past five years, using 
its Industrial Revenue Bonding authority. MIFA has provided over $2 billion in 
loans and loan guarantees to more than 1,400 projects, creating over 70,000 jobs.

The state’s traditional business assistance agency, the Department of Commerce and 
Development, provides managerial and technical assistance to more than 2,000 firms 
each year through its five regional field offices and the State Office for Minority 
Business Assistance.

Promotion Tourism is one of the largest industries in Massachusetts, generating an 
estimated $4 billion in sales annually, and the promotion of tourism is an important 
part of the Department’s development plan. In FY84, approximately $2.8 million will 
be spent by DCD for tourism promotion activities, including direct grants to local 
tourist councils, money for two tourist information centers, and funds for broad- 
based local and national advertising.

The Massachusetts Film Bureau, established in 1977 to help attract and assist film 
and video production in the Commonwealth, is an additional component of Massa
chusetts’ promotion strategy. In FY84, it is estimated that the state will realize at 
least $60 million in gross revenue from the film and video production industry.

Finally, the Massachusetts Foreign Business Council develops and implements 
strategies to attract foreign business to Massachusetts.

Major Issues

The issues confronting our state’s economy, and Economic Affairs’s role in addressing 
those issues, are straightforward. Unemployment and underemployment remain 
severe problems in certain regions of the state. And while our service sector is grow
ing rapidly, the future of both our mature industrial base and our high-technology 
industries must be protected and promoted. Finally, it has become clear that Massa
chusetts devotes far too few resources to promoting the Commonwealth as a tounst 
destination, home for industry, and partner for foreign trade.

Jobs While the Massachusetts unemployment rate of 6.6% is significantly below the 
national average, it remains unacceptably high. Approximately 200,000 men and 
women are officially out of work in the Commonwealth and many more are under
employed or “discouraged” from further participation in the workforce. The shortage 
of quality jobs has hit women, minorities, youth and older workers especially hard. 
At the same time, our relatively favorable statewide unemployment rate disguises 
much more severe pockets of unemployment in the state’s older industrial regions.
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Last year, five of the state’s eight major labor market areas had unemployment rates 
well above the state average. Many of the unemployed represent a growing pool of 
dislocated workers who, despite capability and a desire to work, fall victim to the 
decline of their industries. Many of these workers require help in developing new or 
expanded skills if they are to find a place in our increasingly knowledge-based econ
omy (see Figure 1).

A Mature industrial Base and a Knowledge-Based Economic Future Massachu
setts owes much of its recent economic resilience to the rapid and continued growth 
of its service, finance, and trade industries — industries which employ more than 
55% of our workforce.

Although our high technology industries — which expanded dramatically between 
1976 and 1980 - held their own through the recent recession, they have experienced 
very little net job creation since 1980. Despite this recent lull, high technology repres
ents a principal opportunity for new jobs, and Economic Affairs will devote much of 
its energy in support of the high technology industry.

On the other hand, our principal opportunity to halt the decline of existing jobs lies 
in our mature industrial base, which still employs fully two-thirds of all manufactur
ing workers in Massachusetts. Industries like apparel, textiles, paper, plastics and 
machine tools have, in the past ten years, become increasingly vulnerable to techno
logical change, fluctuations in the business cycle and international competition. 
Between 1976 and 1980,47 of these industries experienced decline and approximately 
22,000 jobs were lost.

Figure I

Unemployment Rates in M assachusetts by Sector
1982

All-Sector Durables Non-Durables Wholesale Finance Services
Average
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Source: U.S. Department of Labor, Bureau of 
Labor Statistics
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While market forces will dictate the future of most companies, there are certain cir
cumstances where a viable company may be plagued by managerial or financial 
problems. For example, the cost of technological change might be sufficiently high to 
keep companies from making needed investments. Financial risk in a new product 
line might be greater than an older company is able to assume. An owner planning 
to retire and sell the business may be unable to find a new buyer.

Presently, companies in these circumstances have no coordinated access to technical 
or financial assistance from the public or private sector. Significant capital gaps 
appear to hinder many opportunities for restructuring, modernization or new pro
duct development. And more often than not, state government learns of a company’s 
distress only when the time for exploring alternatives for job preservation has effec
tively passed.
Promotion Massachusetts has the potential to greatly expand its share of tourism, 
but fails to adequately market itself. Today, Massachusetts is spending only $2 mil
lion for direct promotional activities, while New York spends $12 million per year on 
tourism promotion, Florida $9.2 million and Pennsylvania $6.8 million. New York’s 
estimated return on its investment in tourism promotion is eight to one; that is, for 
every well placed state promotion dollar, New York’s related tax revenue is eight dol
lars. The Boston Convention Bureau is ranked 22 out of 25 of the major tourist 
bureaus and studies show that Massachusetts was the fifteenth choice for convention 
business in the United States in 1983. It could be fifth, if adequately promoted. In 
fact, there are disturbing signals that we are losing our present market share. Our 
convention business declined by 25% in the first quarter of 1983.

At the same time, tourism remains one of the state’s largest industries. In 1983, gross 
sales from tourism were approximately $3.9 billion. The resulting tax revenues were 
estimated at $267 million and 136,000 full-time jobs were associated with this level of 
tourist activity. Given our unmatched natural amenities on the Cape and in the Berk- 
shires, our cultural and educational resources, the diversity of historic sites in so 
many of our cities and towns, the multitude of museums covering an immense spec
trum of interests from basketball to the China trade, and our great Capitol City, a 
worldwide attraction, an expanded investment in and emphasis on the promotion of 
tourism is timely.

And while tourism is the most visible area of state promotional activity, others are 
important and also require increased effort by the Commonwealth. Efforts to stimu
late foreign trade —whether helping state firms find export markets or encouraging 
overseas firms to invest in Massachusetts — have to date been weak and fragmented. 
Moreover in promoting in-state expansion of Massachusetts firms — the principal 
source of new job creation — our industrial promotion activities have only begun to 
focus on the very real attractions of Massachusetts’ older and more distressed indus
trial regions.

FY 85  Agenda

Reflecting the Governor’s commitment to economic development and the central 
goals that balanced industrial growth and the revitalization of distressed areas repre
sent, Economic Affairs will place these issues at the top of its agenda for FY85. For 
the most part, this plan will be carried out through better management, and the real- 
location and coordination of existing program resources. Expansions are selective 
and limited and, where possible, fall outside the state’s operating budget.

Jobs A future of good jobs in economically sound communities requires that 
government uphold its end of the bargain in this era of public-private partnership. 
Faced with decline in several of our mature industrial sectors and an increasingly
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knowledge-based economy, Massachusetts must shape a workforce which supports 
its competitive position, if it is to maintain its current edge and address its long term 
employment potential. Fortunately today, Massachusetts has many of the resources 
in place with which to address employment and employment training issues. In 
FY85, Economic Affairs will lead a cross-secretariat employment policy initiative to 
establish joint planning and program operations among key development, public 
assistance and education agencies. Its goal is to offer the highest quality job training 
and employment services to Massachusetts’ most severely disadvantaged populations 
and to provide a link to the needs of our mature and knowledge-based industries. 
JTPA and BSSC are particularly well suited to address these dual goals and are 
expected to serve as useful models for the Commonwealth’s employment-related 
development strategy.

Mature and Knowledge-Based Industries In FY85, Economic Affairs will assume 
responsibility for implementing the forthcoming recommendations of the Governor’s 
Commission on the Future of Mature Industries, with emphasis on two key needs.

• Coordinated Response to Troubled Firms A new state capability will be created 
to coordinate and focus relevant state resources to expand viable components of 
our mature industrial base and help ease the transition for enterprises that are not 
viable.

• Financing In FY85, two new capital formation tools will be available to help 
Massachusetts business in general and mature industries in particular. The new 
MIFA Guaranteed Loan Program will provide long-term, fixed-rate debt at 
below-market rates for smaller businesses, which have been shut out of the public 
credit markets. MIFA, in cooperation with a major private insurance company, 
will guarantee loans for eligible projects. This credit structure will allow MIFA to 
package several loans for sale to individual and institutional investors at significant 
cost savings to project borrowers.

We also propose to change the state tax base for savings banks consistent with the 
new treatment by the federal government. While this change will mean a modest 
revenue loss for the Commonwealth, the savings banks will in return establish a 
new $75 million funding pool available to private-sector expansions in priority 
areas. While the precise shape of this new funding pool is still being negotiated, 
and will require legislation in calendar 1984, we fully anticipate that a significant 
portion of these funds will be available to assist mature industries to modernize, 
replace capital, and develop new products.

FY85 will also be a year when we plan for a new generation of high-technology 
growth in Massachusetts. The microelectronics center, the Worcester biomedical 
park approved in the summer of 1983, and the new UMass/Amherst polymer sciences 
center are three prototypes of an effort to link university research and development 
and private commercialization of new technologies in specific regions in Massachu
setts. They are also examples of evolving public/ private partnerships. Finally, the 
Massachusetts Technology Development Corporation, as manager of a portion of 
the state’s pension funds under newly enacted pension reform legislation, will in 
FY85 expand its role as a source of financing for new technology ventures.

Promoting Massachusetts Despite its wide range of resources, Massachusetts does 
not enjoy the level of national or international exposure that it should. In FY85, 
Economic Affairs will move toward both an expanded program and more effective 
coordination among various state promotional activities.

In the tourism area, a planning committee is at work exploring alternatives for a 
major expansion of the state’s overall effort. A comprehensive and coordinated pro
gram has been advocated which would integrate current promotional efforts of other 
public and private agencies including the Port Authority, the Turnpike Authority,
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the Convention Center Authority, the state Heritage parks, arts and cultural organi
zations, and the state’s regional tourist councils.

To mount this new campaign, a Massachusetts Promotional Council will be created, 
with representatives from all segments of the Massachusetts tourism and cultural 
community, and charged with assisting Economic Affairs in the development and 
operation of this new tourism campaign. A specific proposal will be introduced in 
late winter, 1984.

International trade will receive increased emphasis through the creation of an Under
secretary for foreign trade, through whom all international initiatives will be planned 
and managed.

FY85  Budget Recommendation

The FY85 budget recommendation for the Executive Office of Economic Affairs is 
$11.03 million. This will maintain current operations and fund the following
expansions:

• $250,000 to create a coordinated state response to the problems and opportunities 
faced by mature industries in Massachusetts; and

• $75,000 for the Foreign Business Council.
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Executive Office of 
Elder Affairs

Secretariat Summary
(000’s omitted)

FY83
Approp.

FY83
Expense

FY84
Approp.

Maint.
Budget

FY85

Gov’s
Recom.

Administration and Other $ 5,225 $ 5,064 $ 6,043 $ 5,839 $ 6,031
Home Care 74,859 74,257 85,439 90,576 91,700
Program for Aging 1,125 1,125 1,500 1,500 1,800

Total State Expenditures $81,209 $80,446 $92,982 $97,915 $99,531

Federal Grant Funds $20,600 $20,184 $22,225 $ - $21,617

Retained Revenue $ - $ - $ 294 $ 320 $ 320

Non-Tax Revenue
Federal Reimbursements $ - $ - $ - $ - $ -
Fees, Licenses’ & Permits — 234 294 320 320
Reimbursement for Services — — — _ _
Special Assessments — — — _ _
Other - 185 5 6 6

Total Non-Tax Revenue $ - $ 419 $ 299 $ 326 $ 326

The FY85 recommendation for the Executive Office of Elder Affairs addresses the 
growing needs of the Commonwealth’s elderly population through expanded service 
delivery, improved management, and the development of new programs. The secre
tariat’s goal is to prevent unnecessary institutionalization of elders and to ensure effec
tive service delivery in the least restrictive setting. This recommendation provides a 
comprehensive set of community-based services and programs which will serve the 
elderly in their homes and communities. The Secretary of Elder Affairs also assists the 
elderly by working to restrain increases in health care costs through leading agencies 
of the Commonwealth in promoting development and expansion of health mainte
nance organizations and similar health care finance and delivery systems for elders. 
Such systems have demonstrated they can provide elders and other consumers in the 
Commonwealth with access to high-quality health care at relatively moderate prices.

In order to meet the increasing demand for home care services, the FY85 recommen
dation provides for 1,000 new clients, thereby bringing the total number of elderly 
receiving service to 43,905 during FY85. In response to the rapid growth of the “75 
and over” population and their associated health care and service needs, the FY85 
recommendation supports increased concentration of delivery of home care services 
for the most frail segment of the elderly population, those who are most likely to other
wise require admission to a nursing home. The budget recommendation also includes 
expansion of the statewide protective services program and continuation of the Lynn 
Channeling Project during FY85.

Background

In 1971 the Massachusetts Executive Office of Elder Affairs became the nation’s first 
cabinet-level agency responsible for addressing the problems and needs of senior 
citizens. Today the Executive Office and the Department of Elder Affairs (DEA) 
provide services to over 42,000 elders, administer Title III social and nutrition services 
under the Older Americans Act, and fulfill advocacy, planning and policy functions 
on behalf of the entire elderly population of the Commonwealth. In addition, DEA
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administers the Commonwealth’s home care program, which accounts for approxi
mately 90% of the total agency budget.

The statewide DEA network for providing services to the elderly operates through 
both regional and local mechanisms. Twenty-seven non-profit regional home care 
corporations contract for home care services and operate social day care, protective 
services, emergency shelter, and transportation programs. At the local level, the net
work includes 328 Councils on Aging, some 170 senior centers, where information 
and referral, outreach, transportation and recreational services are provided, and 
some 300 nutrition sites, where over 66,000 elders in need each year receive nutrition
ally balanced meals.

DEA provides the following programs and services:

Home Care Program The home care program provides social and support services 
to elders over 60 who meet income eligibility guidelines and require services to pre
vent placement in an institution. The home care corporations administer these serv
ices, and contract for services with local service agencies.

Home care corporations provide or contract for case management, homemaker, 
chore, information and referral, transportation, laundry, and meal delivery services. 
Protective services, emergency shelter, and social day care services were added to the 
home care package in FY84 and a personal care component was added to the 
homemaker services.

During FY84, the Department for the first time required home care corporations to 
pay homemakers the full reimbursement rates established by the Rate Setting Com
mission (RSC). Until FY84, home care corporations were permitted to negotiate rates 
below RSC-established levels. The provision of higher homemaker salaries will help 
alleviate the current shortage of homemakers and reduce staff turnover among service 
providers. These higher payments will therefore substantially enhance the quality of 
home care services provided to elders.

The Departments of Elder Affairs (DEA) and Public Welfare (DPW) submitted dur
ing FY84 a waiver request to obtain partial federal reimbursement for home care 
services for specified groups of frail Medicaid-eligible elderly recipients. DEA will be 
charged with administering these services for approximately 3,300 frail elderly home 
care clients during FY85. These efforts will generate approximately $3.3 million in 
additional federal revenue in FY85 and will enhance DEA’s ability to provide frail 
individuals with services which are most likely to help them remain in their own 
homes.

Elder Service Corps The Elder Service Corps provides volunteer opportunities for 
elders in a variety of community service programs. Among the services provided by 
Corps members are companionship, para-legal, transportation, telephone reassurance, 
home delivery of meals, and nursing home ombudsman assistance. 547 elder 
volunteers currently participate in the Corps, each receiving a monthly stipend of 
$120. DEA estimates that 700,000 homemaker hours will be saved as a result of the 
volunteer efforts of the Elder Service Corps.

Congregate Housing DEA supports coordination of the delivery of social and health 
services to elderly residents of state-subsidized congregate housing. Congregate 
housing is a non-institutional shared living environment which provides shelter and 
support services for moderately impaired or socially isolated individuals. Congregate 
facilities typically include sharing of kitchen, dining, bath, and recreation areas, and 
are established through interagency agreement between the Executive Office of 
Communities and Development (EOCD), which funds housing development, and 
DEA, which pays service coordinators. Currently 217 congregate housing units are 
supported at 16 sites.
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The recently passed housing bill (Chapter 574 of the Acts of 1983) includes $66.6 mil
lion for the construction of 1,500 units of new elderly housing and directs EOCD to 
expend not less than 50% of the housing construction funds for the development of 
congregate housing facilities. With the development of 750 congregate housing units 
over the next several years, DEA will play a substantial role in the provision of servi
ces to residents. In addition, DEA is developing more centralized and cost effective 
service delivery models to meet the needs of congregate housing residents in the 
future. Currently, individual service coordinators are assigned to congregate projects 
which have an average of ten to twenty residents.

Major Issues

Demographic Trends The twentieth century has witnessed an aging of the U.S. 
population. In 1900, elderly Americans numbered about 3 million and accounted for 
1 out of every 25 persons; today approximately 24 million Americans, or every 9th 
person, is age 65 or older. These increases — both in the absolute numbers of the 
elderly and the proportion of the elderly in the population — have contributed to 
increased visibility for and attention to the needs and concerns of older Americans.

Demographic trends with respect to the elderly in Massachusetts generally reflect 
those of the nation at large. Although the population of the Commonwealth grew 
only .8% from 1970 to 1980, the population 65 years and over grew 14.2%. The 
elderly population is projected to further increase by 13.1% during the next decade.

The growth rate for the segment of the population 75 years of age and older con
tinues to accelerate. The number of people aged 75 to 84 increased 12.9% in the last 
decade, while the 85-and-over age group grew by 43.7% between 1970 and 1980. The 
rapid growth of the “75-and-over” population has created increasing demand for 
provision of long-term health care for frail elders. The development and expansion of 
alternative living arrangements designed to provide support for elderly persons out
side institutions is a significant challenge to health and social service planners.

Focusing Service Delivery to the Frail Elderly Reliance on institutional services to
meet the needs of the frail or chronically ill elders continues to consume a dispropor
tionate share of state resources. Nursing home, rest home, and chronic hospital costs 
were approximately $530 million in FY83, or 83% of all long-term care expenditures. 
Census Bureau statistics reveal that the proportion of Massachusetts' elderly persons 
in institutions of all kinds, 6.13%, is 15% above the national average. While the state 
has made significant strides in its attempts to shift resources to community care 
through the home care program and the increased use of non-institutional Medicaid 
services (foster care, day health, home health services), an overall framework for 
shaping the community care system has not yet been set forth. Current cooperative 
planning efforts among DEA and the Executive Offices of Human Services and 
Communities and Development will ensure that an effective, carefully coordinated 
set of service and shelter options are available to the Commonwealth’s elders.

The home care program is intended to serve elders who are at risk of admission to 
nursing homes. During FY84 DEA staff performed a review of its 27 home care 
corporations’ client files, focusing on service utilization among its six categories of 
clients (with Priority 1 clients defined as those most severely impaired). DEA 
staff found that 68% of its clients were classified by reporting home care agencies as 
“Priority 5” clients, defined as those moderately impaired and in need of home care 
services to avoid future institutionalization. DEA found that only half of reported 
Priority 5 clients served did in fact display an immediate need for home care services.

DEA is committed to delivering an increased proportion of services to the most frail 
elderly in FY85. This focus of service delivery may necessitate a more expensive mix
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Figure I

Home Care Program

Fiscal
Year

Average number of 
persons served each 

month during fiscal year
Average annualized 

cost per case

Home C are 
Expenditures 
(in millions)

1978 16,250 $1,305 $21.2

1979 23,600 $1,377 $32.5

1980 30,579 $1,504 $46.0

1981 35,931 $1,605 $57.7

1982 37,885 $1,707 $(>4.7

1983 40,913 $1,809 $74.0

*1984 42,905 $1,954 $83.8

*1985 43,905 $2,052 $90.1

♦Estimated and does not include expenditures for Protective Services.

Figun

Home Care Program Total Expenditures

Dollars in Millions

78 79 80 81 82 83 84* 85*
Fiscal Years

Estimated, and does not include expenditures for protective services
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of services as well as greater coordination of service delivery (case management) for 
each client. Currently, each home care case manager is responsible for coordinating 
service provision to approximately 72 home care clients. Service delivery to more 
impaired clients who are more seriously impaired, on average, than current clients 
may necessitate lower caseworker to client ratios.

The FY85 recommendation provides an increase of $300,000 for programs provided 
by local Councils on Aging (COA). The transportation, outreach, nutrition and 
preventive health services provided by the Commonwealth’s 328 local Councils on 
Aging are of significant importance in enabling elders to remain in their homes and 
communities. COA provision of these supportive services will relieve home care 
corporations of these responsibilities so that they can concentrate their resources on 
home care service provision.

FY 85  Agenda

Increasing Uniformity of Needs Assessment and Service Response During FY85 
DEA will expand its financial audits of home care agencies and subcontracts and 
enforce monthly financial and statistical reporting requirements. The funding of eight 
new positions in the Executive Office will enable DEA to better manage, monitor 
and evaluate performance of the 27 home care corporations and to ensure that the 
state’s neediest clients are uniformly served on a statewide basis.

In an effort to focus its service delivery to frail elders at risk of admission to nursing 
homes, DEA will require that home care corporations uniformly implement, by the 
end of FY84, a new needs assessment instrument that will better gauge client impair
ment and associated need for home care services. This document is currently being 
developed for DEA by an outside consultant. Using this more precise assessment tool, 
home care corporation staff will better be able to identify impaired elders able to 
remain in their homes only with the assistance of services funded by DEA. This tool 
will also assist in the goal of controlling overall program caseload growth.

In order to provide a more cost-effective range of home care services which address 
the needs of clients, DEA will assist home care corporations to further diversify their 
service mix. Diversification of services entails the use of less expensive services, such 
as home delivered meals or laundry service, in lieu of more intensive homemaker 
services.

Home care client cases (excluding transportation-only clients) are reviewed every three 
months. These reviews provide an opportunity for caseworkers to evaluate the services 
provided and ensure that these services best meet client needs and are necessary to 
maintain clients in their homes.

Assisting the Elderly Control the Costs of Their Health Care Elders face continued 
increases in health care costs not covered by Medicare. Important factors in these 
increases have been federal changes in Medicare policy and rapid and widespread 
increases in health care costs nationally. These have forced elders to pay an increas
ingly large portion of their income for their health care, a portion almost as high 
today as before the passage of Medicare legislation in 1966.

DEA continues to support local and national constituency groups in their efforts to 
stop erosion of Medicare benefits. Another important agenda item for the secretariat 
is encouraging development and expansion of the “Senior Plan” offered by Blue Cross/ 
Blue Shield, and of similar plans offered by other organizations. These plans guarantee 
subscribers relatively low health care costs by cooperating with subscribers and health 
care providers to increase the provision of preventive care and to reduce the utilization 
of unnecessary or excessively costly services.
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During FY85, the secretariat will lead the Commonwealth in this effort by:

• working with the office of the Lieutenant Governor in assisting health maintenance 
organizations and similar health care organizations to overcome federal regulatory 
barriers to expansion of services for the elderly;

• assisting home care corporations, Area Agencies on Aging, and local Councils on 
Aging to disseminate information on the advantages of Senior Plan and similar 
organizations;

• encouraging state medical and hospital associations to continue their planning and 
support for innovative health care delivery systems;

• continuing to assist the Executive Office of Human Services and Department of 
Public Welfare in their successful implementation and expansion of managed health 
care projects for elderly Medicaid recipients, and;

• cooperating with the Commonwealth’s Group Insurance Commission to increase 
the number of retired state employees who take advantage of health maintenance 
and other managed health plans.

Protective Services During FY85 DEA will increase substantially its capacity to 
provide, through the home care corporations, a statewide system of protective services 
for elders as mandated by Chapter 604 of the Acts of 1982, the Elder Abuse Report
ing and Protective Services Act. The $1.5 million recommended will provide 
increased funding for 24-hour telephone reporting, caseworkers in each home care 
corporation, counseling, guardianship, conservatorship, legal assistance and home 
health aide services to prevent and alleviate the abuse and neglect of elders. DEA 
projects that 1,000 elders will require protective services during FY85.

Lynn Channeling Project DEA currently participates in a national demonstration 
project which pools Medicare, Medicaid and home care funds to pay for services 
necessary to enable frail elderly persons to remain in the community. DEA will 
continue to adapt effective aspects of the channeling project to the home care program 
where feasible. The addition of the personal care component to homemaker services in 
FY84 followed the Lynn Project’s demonstration of its necessity. Federal support for 
the Lynn Channeling Project may expire in March of FY85; DEA is committed to 
continuing provision of services for the project’s clients.

Sliding Fee Scale Chapter 289 of the Acts of 1983 mandated expansion of DEA’s 
fee collection system, with implementation required by September 1983. DEA will be 
holding hearings statewide to determine the most equitable and effective means of 
expanding the fee collection system.

In its planning for FY84, one of DEA’s major goals was to secure additional revenue 
to fund continued expansion of home care services to frail elders. The current home 
care sliding fee system provides for fee collection from 9.5% (or 4,000) of home care 
clients. In FY84 the average monthly fee collected per client is $1.00. The current 
FY85 sliding fee revenue projection of $320,355 represents a 9% increase in collec
tions over FY84, following annual increases of 62 and 26% achieved during the two 
previous fiscal years.

The implementation of an expanded fee collection system during FY85 will greatly 
enhance DEA’s ability to meet the increasing costs of services and provide an 
expanded range of services to clients.

Councils on Aging DEA provides financial assistance to 328 local Councils on 
Aging. Formula grants are made to provide partial support for each council, and 
competitive awards are available for specific programs and services. During FY85 
DEA will be increasing its per capita formula grants to Councils by 25% for each 
elder in their community, to ensure effective delivery of community-based transporta-
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tion, companionship, volunteer, nutrition and preventive health care programs. This 
increased funding during FY85 will enable localities faced with limited budgetary 
resources due to Proposition 2'A to continue providing services to their elders.

Development of Statewide Long-Term Care Policy In order to ensure the most effec
tive delivery of services to elderly persons in the least restrictive setting, DEA will 
continue to work with other state agencies involved in service provision to the elderly. 
In particular, DEA is working with the Executive Offices of Human Services and 
Communities and Development to develop a coordinated range of service and shelter 
options for the Commonwealth’s elderly which will ensure more cost-effective, unified 
service delivery.

FY 85  Budget Recommendation

The FY85 recommendation totals S99.5 million, which represents a 7% increase over 
the FY84 appropriation.

The major increases included in this recommendation are:

• Funding for contract rate reimbursement increases averaging 4%, to assist provid
ers in increasing the quality of their services in the face of rising costs;

• $162,800 for the Executive Office of Administration account to fund 8 new posi
tions. The additional staff will enable DEA to better monitor home care corpora
tions and enhance its current fiscal control and program management capabilities;

• $2 million for expansion of the home care program. A total of 43,905 clients will 
receive home care services at an average annual cost of $2,052 in FY85;

• $300,000 to serve 100 clients of the Lynn Channeling Project;
• An increase of $300,000 to the local Councils on Aging is included to facilitate their 

role in expanded delviery of transportation, companionship and volunteer services;
• In addition to supporting meal delivery through the home care program, DEA 

administers a statewide nutrition program. The FY85 recommendation includes 
$2,204,200 for the elder lunch program. These funds will supplement federal nutri
tion funds and support provision of five million meals for 66,000 persons projected 
by DEA to require this service in FY85;

• $287,500 for the congregate housing program to provide services to a total of 235 
residents of state-subsidized congregate housing projects;

• $1.5 million dollars is included in the Home Care recommendation for an expanded 
comprehensive statewide Elder Abuse/Protective Services Program;

• $677,684 for the development of foster care programs and demonstration projects 
that improve the delivery of health and social services to the elderly. These funds 
also support six rural transportation programs and fifteen Retired Service Volunteer 
Projects that provide service opportunities to elders.
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Executive Office 
of Consum er Affairs  
and Business Regulation

Secretariat Summary
(000’s omitted)

FY83
Approp.

FY83
Expense

FY84
Approp.

FY85

Maint.
Budget

Gov’s
Recom.

Total State Expenditure $17,817 $17,825 $18,554 $19,778 $20,623

Federal Grant Funds $ - $ 71 $ - $ - $ -

Retained Revenue $ - $ 844 $ 1,800 $ - $ 1,100

Non-Tax Revenue
Fees, Licenses and Permits $ - $20,085 $28,666 $24,658 $24,658

Reimbursements for Services - 4,888 7,430 6,218 6,218

Special Assessments - 5,123 10,987 5,511 7,011

Other - 1,552 1,501 1,549 1,584

Subtotal Non-Tax Revenue $ - $31,648 $48,584 $37,936 $39,471

The Executive Office of Consumer Affairs and Business Regulation coordinates pol
icy analysis and planning for the eight regulatory agencies within the secretariat.
These regulatory agencies serve as watchdogs ensuring that the public receives fair 
and equitable treatment in commerce, trade, professional, and health services. 
Because of the nature of the industries and professional occupations regulated by 
Consumer Affairs and Business Regulation, everyone who lives within, or visits, the 
Commonwealth of Massachusetts benefits from at least one and often many of Con
sumer Affairs and Business Regulation’s programs.

Their activities fall into two broad categories: the regulation of industry and the 
licensing of occupational and professional practitioners.

Industry Regulation Agencies within Consumer Affairs and Business Regulation 
play a key role in regulating industries that are the backbone of the state’s economy.

• Banks The Division of Banks regulates 564 financial institutions with over $79 
billion in assets. The Banking Division protects the rights of consumers in credit 
transactions — ranging from home mortgages to multi-million dollar corporate 
investments. At the same time, the Banking Division ensures that banks and credit 
unions are responsive to the credit needs of their local communities.

• Insurance Massachusetts is the national headquarters for several of the largest 
insurance companies in the United States. Therefore, a key priority of the Insur
ance Division is to maintain a healthy business climate for this multi-billion dollar 
Massachusetts industry while protecting the interests of policy owners. The Insur
ance Division, which licenses approximately 100,000 insurance agents, also evalu
ates the financial stability of each of the insurance companies doing business in 
Massachusetts. Other key activities of the Division include an assessment of the 
availability and cost of insurance products and an on-going evaluation of the over
all marketing practices of the industry.

.  Utilities The Department of Public Utilities (DPU) regulates electric, gas, tele
phone, and water utilities as well as bus companies and common carriers. The 
public utility and common carrier companies regulated by DPU have combined 
operating revenues in excess of $5 billion, approximately 7% of the gross state 
product.

In the last decade, consumers have become particularly aware of the important 
role of the Department of Public Utilities. Fixed cost items such as gas, electricity
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and telephone are consuming a much greater percentage of the average home 
owner’s budget. The elderly and those on fixed incomes have been particularly 
hard hit by these rising costs and look to the DPU to guarantee that equity issues 
receive strong consideration in the rate setting process.

Occupational and Professional Licensing Since 1975, the Commonwealth’s eco
nomic base has become increasingly reliant on the service sector. Today, the service 
related industries, many of which are licensed by Consumer Affairs and Business 
Regulation’s Division of Registration, make up approximately 27% of our economic 
base. In FY83, approximately 500,000 occupational and professional practitioners 
were licensed by the Division of Registration’s 30 boards. The occupations licensed 
by the 30 Boards of Registration can be subdivided into three major categories:

• Thirteen of the boards license members of Massachusetts’ growing professional 
services industry including accountants, real estate brokers, salesmen, and funeral 
directors;

• Fifteen boards license health practitioners including dentists, nursing home admin
istrators, and social workers; and

• Seven of the boards oversee construction related professions including architects, 
engineers, and plumbers.

In summary, Consumer Affairs and Business Regulation agencies perform a broad 
array of invaluable services. Because of the scope of its regulatory and licensing activ
ities, Consumer Affairs and Business Regulation programs benefit everyone in Mas
sachusetts. Moreover, the majority of these programs support themselves in full 
through assessments on the regulated industries or licensing fees.

Major Issues

Staffing In the past five years staffing with Consumer Affairs and Business Regula
tion has decreased by 33%. Although a number of the personnel cutbacks stemmed 
from the consolidation or automation of specific services, most of them have ad
versely affected the ability of Consumer Affairs and Business Regulation to provide 
Massachusetts’ consumers with adequate protection and services.

• Insurance Division Between FY78 and FY83 the professional staff of the Div
ision of Insurance — attorneys, actuaries, and accountants — was cut by 60%. 
During this time the insurance industry has continued to evolve and expand into 
new areas. For example, major structural changes in managed health care pro
grams in recent years have already outdated the Division of Insurance’s 1977 regu
lations governing health maintenance organization (HMO’s). HMO’s are the fas
test growing segment of the health insurance industry in Massachusetts, and 
enrollment has increased sevenfold since 1977. However, due to its resource con
straints, the Division of Insurance has not been able to update its regulations.

• Motor Vehicle Board o f  Appeal The Board, with a staff of eight, has a backlog 
of 25,000 appeals. As a result, anyone who appeals the “surcharge” placed on his 
or her annual automobile insurance bill, faces a wait of approximately two years.

• Board o f Medicine The Board has received a significant number of complaints 
from the 26,000 physicians licensed by the Board. At the present time, physicians 
must wait a minimum of eight weeks for the board to process applications for li
censes. As a result of this backlog, several of the large teaching hospitals have 
experienced significant delays licensing their new interns and residents. The Board’s 
ability to follow-up on complaints from the public regarding incompetent physi
cians has also been severely constrained.
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FY 8 5  Agenda

In the past year, significant progress has been made in strengthening a number of the 
programs within Consumer Affairs and Business Regulation and improving man
agement capability within the secretariat. However, a great deal remains to be done.
As part of our overall strategy to rebuild this secretariat we have identified a number 
of major programmatic and management initiatives, many of which will begin in 
FY84 and be expanded over the next three years.

• Insurance Division The Division’s top priority in FY85 is to improve the profes
sional training and skills of its staff. Increased Professional capacity, together with 
the new Automobile Insurance Reform Act, will allow Massachusetts to again 
take a leadership position in automobile insurance reform. The new auto insurance 
legislation significantly alters the availability and price of automobile insurance 
policies, and, in FY85, the Division intends to begin a thorough evaluation of the 
automobile insurance rate structure. The Division also plans to draft new regula
tions to address the growing diversity of programs in the health insurance industry.

• Financial Services Financial services industries, including banks, insurance com
panies, and brokerage and securities firms, have been undergoing significant “struc
tural transformation” in recent years. Over the past year, the rate of transforma
tion has greatly increased. To date, Massachusetts has enacted important banking 
legislation expanding the powers of thrift institutions, permitting cross-industry 
mergers and acquisitions, allowing stock conversion of mutual banks, and allowing 
limited interstate banking. Other proposals pending before the Commissioners of 
Banking and Insurance include bank mergers and conversions and requests from 
life insurance companies to purchase banks.

The federal government and a number of other states have already begun to make 
some fundamental changes in their financial regulatory structure. It is critical that 
Massachusetts assume a leadership role in the regulatory reform of these industries, 
thus strengthening the state as a financial center and allowing for continued growth 
in this important segment of the economy, one that currently employs 125,000 peo
ple. It is particularly important that the interests of Massachusetts’ consumers be pro
tected throughout this restructuring process. To this end, the Secretary of Consumer 
Affairs and Business Regulation and the Commissioners of Banking and Insurance 
will hold public hearings on these issues early in FY84.

• Consumer Advocacy Traditionally, the Consumer Assistance Program within 
Consumer Affairs and Business Regulation has focused on individual complaints. 
In the past year this program has been redirected to provide substantial support 
to the existing network of consumer councils and non-profit advocacy groups. 
Throughout FY85, consumer specialists will organize neighborhood “consumer 
fairs” across the state. These fairs will focus on providing information and educa
tional services for low income and elderly consumers. All of the agencies within 
Consumer Affairs and Business Regulation will initiate a number of new programs 
throughout FY85. For example, the Division of Standards initiated a program of 
“spot checks” in supermarkets throughout the state and discovered that a number 
of produce scales were not correctly calibrated. As a result, the state brought 
charges against several large supermarket chains for defrauding consumers.

• Telecommunications The divestiture of AT&T will have a significant effect on 
Massachusetts’ consumers. During the latter half of FY84 and throughout FY85 
the DPU will be addressing such issues as access charges, certification of other 
common carriers, billing, and service termination. The divestiture marks a new era 
of increased competition within the telecommunications industry and offers a chal
lenge to regulatory officials within the Commonwealth.
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• Management During the past year, the role of the Executive Office has been sub
stantially redefined and it has assumed a major oversight and coordination func
tion. A number of policy issues, such as the regulation of financial services in insu
rance and banking, cut across agency lines and require close coordination in the 
Executive Office.

The staff of the Executive Office has also devoted a great deal of effort toward 
rebuilding the Division of Registration. Among the secretariat’s priorities are efforts 
to use current resources in a more effective manner. Major initiatives in this area 
include uniform public hearing procedures and a Student Prosecutorial Program. 
These programs are expected to reduce the backlog of complaints and allow the Div
ision of Registration to reallocate its existing legal staff to priority projects.

The Executive Office has also established a uniform system for handling consumer 
complaints and improved follow-up and inspection procedures within the Division of 
Registration. A number of the other agencies will automate their activities, and uni
form procedures will be developed to improve the quality and clarity of the decision
making process.

In FY85, the Department of Public Utilities plans to establish standardized filing 
procedures for all rate setting cases. The DPU will also begin a program to inde
pendently audit utility finances in order to identify financial issues and other prob
lems before they reach the adjudicatory stage.

Despite the efficiencies which we expect to achieve through these management initia
tives, additional resources are still critical if Consumer Affairs and Business Regula
tion is to meet the regulatory challenges of the 1980’s and protect the rights of Mas
sachusetts’ consumers.

FY 85  Budget Recommendation

The FY85 budget recommendation for Consumer Affairs and Business Regulation is 
$20.6 million, an increase of $845,000 over the amount needed to maintain current 
operations. The major increase included in this recommendation is:

• $2 million for forty-five new positions, including 16 positions for the Division of 
Registration and the Board of Medicine, 19 positions for the Division of Insurance 
and the Board of Appeal, and eight positions for the Department of Public Utili
ties to improve data processing and collection procedures throughout the secreta
riat, and one position for the Division of Banks.
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Executive Office 
of Energy Resources

Secretariat Summary
(000’s omitted)

FY83
Approp.

FY83
Expense

FY84
Approp.

FY85

Maint.
Budget

Gov’s
Recom.

Total State Expenditures SI,232 $1,219 $1,950 $1,154 $1,377

Federal Grant Funds Sl.llO $1,136 $9,380 $ - $5,252

Retained Revenue $ - $ - $ - $ - $ -

Non-Tax Revenue
Fees, Licenses & Permits $ - $ 431 $ 488 $ 515 $ 515

Special Assessments - 47 47 47 47

Other — 975 302 200 200

Subtotal Non-Tax Revenue $ - $1,453 $ 837 $ 762 $ 762

The Executive Office of Energy Resources is responsible for the development of 
energy policy for the Commonwealth. Massachusetts’ challenge in the 1980’s is to 
increase our energy independence and overall economic competitiveness through 
improved energy efficiency. A secure energy future is vitally important in order to 
ensure the Commonwealth’s economic growth and quality of life; therefore, every 
effort must be made to improve energy efficiency throughout all sectors of the econ
omy and promote the use of renewable technologies, such as wind, hydro, and pas
sive solar systems. To develop a long-term energy conservation plan for Massachu
setts, we must take maximum advantage of the state’s unique academic and 
technological resources. A partnership between state government and the public/ pri
vate sector will allow Massachusetts to develop innovative technical solutions which 
would not be possible with the limited state funding.

One of EOER’s important functions is to assess the Commonwealth’s current and 
future energy costs, including supply and consumption trends, thus building a strong 
foundation for energy policy making in the 1980’s and 1990’s. The Energy Facilities 
Siting Council, an independent regulatory agency chaired by the Secretary of Energy, 
plays a key role in this review of long-range utility supply and demand forecasts. 
EOER, working with the Council, also conducts a variety of research projects which 
contribute to the development of a sound energy planning data base.

One of EOER’s other key priorities is the development of strong technical and finan
cial assistance programs which are designed to encourage energy conservation 
investments in the public and private sector.

Major Issues

Energy Use in State Facilities Since the 1973 oil embargo, energy costs in Massa
chusetts have risen by approximately 390 percent. Energy expenditures in state facili
ties such as office buildings, hospitals, and state colleges clearly reflect this trend. In 
FY72 the state spent $20.8 million on building energy costs; however, by FY82 these 
costs had risen to $103.8 million. This represents a significant drain of funds away 
from the programs and services provided at state facilities. Energy Resources and 
Administration and Finance (DCPO) have been working hard during the past year 
to develop an effective program to reduce energy consumption in state facilities.
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Energy Conservation Service Program (ECS) State and federal legislation requires 
all public and municipal utilities to provide low cost energy audits to their customers. 
The Massachusetts audit program, which has been operating for approximately three 
years, has spent approximately S7-8 million each year. To date, the state has not 
conducted an independent evaluation of the program. EOER believes that it is 
important to conduct an independent evaluation of the ECS program not only to 
protect the interests of the ratepayers but also to provide updated information to the 
Governor and the Legislature on the need for program changes.

FY 85  Agenda

In recent years energy policy at the state and national level has often been formulated 
in a crisis atmosphere resulting in a confusing and oftentimes contradictory decision
making process. The recent stabilization of energy prices provides Massachusetts 
with a unique opportunity to develop a comprehensive state energy plan which will 
allow us to plan for our future energy needs. We cannot afford to become compla
cent, since Massachusetts continues to be extremely vulnerable to oil and gas inter
ruptions and must strive to achieve energy self-sufficiency by promoting the use of 
renewable technologies.

State Energy Plans EOER began work on a state energy plan in FY83 under the 
title “Massachusetts Energy Path.” The goal of the state plan process is to produce a 
set of concrete policies which can be readily implemented to increase the Common
wealth’s fuel diversity and efficiency, while decreasing environmental degradation. In 
the last quarter of 1984, EOER published the first three volumes of the plan: Vol. I 
“The Massachusetts Energy Profile 1972-82.” Vol. II “Issues and Directions,” and 
Vol. Ill “Natural Gas Deregulation: A Massachusetts Perspective.” Future volumes 
of the plan will, among other aspects, suggest how conservation can best be delivered 
to the residential sector using existing resources, what the optimal design of utility 
conservation and load management should be, how the state and petroleum industry 
can respond to a variety of supply interruptions, under what conditions increased 
reliance on Canadian imports of gas and electricity is prudent, and what rate struc
tures will effectively induce small power production including resource recovery. 
Throughout the state plan process, EOER will provide ample opportunity for public 
input.

State Facilities Our studies to date have indicated that low cost/no cost energy 
measures at selected state facilities can reduce their energy consumption by 3(M0%. 
Other facilities clearly require more capital intensive solutions. To this end, we are 
exploring several innovative capital programs including shared savings, and we 
expect to have a pilot program underway early in FY85. A comprehensive energy 
conservation program is a multi-year effort, requiring substantial capital investment; 
however, we have made significant progress in improving our data base for energy 
consumption and have set up a network of technical assistance programs which are 
designed to improve communication among state facility managers and provide them 
with the tools necessary to improve their energy efficiency. Within the next six 
months we plan to develop a comprehensive state facilities energy management pro
gram, which will target specific facilities for energy improvements and ensure that 
energy audits are completed on all major energy users by June 1985. The recently 
enacted capital outlay bill will provide EOER and DCPO with the resources neces
sary to ensure that state facilities become efficient energy consumers. EOER and 
EOCD have also been working closely with the 240 local public housing authorities 
and in the past year EOCD has spent $14.7 million for modernization and capital 
improvements related to energy conservation. Over the last four years we have 
weatherized more than 22,000 housing units. This investment has yielded $5.2 million
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in savings. We believe that by implementing a number of new energy initiatives such 
as the Management Incentive Program and EOCD’s new computer data system that 
the level of savings can be increased dramatically.

Technical and Financial Assistance Programs Since 1981, the level of federal fund
ing for state energy office programs has dropped by 77% ($9.8 million to $2.2 mil
lion). Energy conservation programs, including the weatherization of low and mod
erate income households and public facilities, were particularly hard hit by these cut
backs. In FY83 Massachusetts received a one time allocation, known as the Warner 
Amendment funds, from the federal government of $6.6 million. These funds were 
distributed to the states as a result of a successful federal court settlement against 
several major oil companies. The oil companies were found guilty of overcharging 
their customers in the late 1970’s. This one time funding, coupled with the remaining 
$2.2 million in federal energy program grants, provides Massachusetts with a unique 
opportunity to build a sound energy-efficient economy. Therefore, one of EOER’s 
top priorities is the development of technical and financial assistance programs which 
stimulate investments by the private sector. For example, a $1 million subsidized 
loan program for boiler replacement in 3,500 households is expected to leverage $3.7 
million in private capital and yield up to $1 million in energy savings. In addition, 
approximately $500,000 has been targeted for technical assistance for Massachusetts’ 
mature industries. It is expected that this funding will support approximately 600 
energy audits. Controlling fixed costs, particularly energy costs, is an important ele
ment in securing the overall economic base of many of these industries.

EOER also plans to act as a “brokerage” service for local governments, whereby 
local facilities, such as schools and hospitals, could be grouped for “shared savings 
contracts with third party financiers, thus minimizing the need for significant capital 
investment at the local level. A number of other states, including Connecticut, have 
implemented successful shared savings programs in public facilities. Under the terms 
of a shared savings contract, the state or local entity enters into a multi-year contract 
with a private party who is responsible for all energy-related capital improvements. 
The energy savings that accrue from these improvements are shared by the two 
parties.

Energy Facilities Siting Council In FY85, forecasting energy demand and evaluat
ing utility supply plans will continue to be the central work of the Council, thus 
ensuring that utilities adequately plan for new supplies of electricity. In addition, the 
Council will evaluate a number of new transmission lines and continue to monitor 
the Canadian import projects of natural gas and electricity.

FY85  Budget Recommendations

The FY85 budget recommendation for the Executive Office of Energy Resources and 
the Energy Facilities Siting Council is $1.37 million.

EOER, with the approval of the Ways and Means Committees, has developed a 
three-year expenditure plan for the $740,000 SOHIO funds which were appropriated 
in FY84. Therefore, the FY85 budget reflects a net decrease in funding over FY84.

The major program increases included in this recommendation are:
• $50,000 to modernize and expand data processing capability in the Executive 

Office; this is essential to the development of the data base needed for the State 
Energy Plan.

• $50,000 to conduct a program evaluation of the State Energy Conservation Service 
and prepare a report for the Governor and Legislature.
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Executive Office  
of Labor

Secretariat Sum m ary
(000's omitted)

FY 85

FY83
Approp.

FY83
Expense

FY84
Approp.

Maint.
Budget

Gov’s
Recom.

Total State Expenditures $150 $ 66 $7,845 $8,539 $8,751

Federal Grant Funds $ - $ - $144 $ - $ 930

Retained Revenue $ - $ - $ - $ - $ -

Non-Tax Revenue
Federal Reimbursements 
Fees, Licenses & Permits 
Reimbursements for Services 
Other

$ - $651
38

216
6

$ 813 
102 
230 

6

$ 824 
127 
240 

6

$ 824 
267 
240 

6

Total Non-Tax Revenue $ - $911 $1,151 $1,197 $1337

The Executive Office of Labor protects the health and safety and the economic and 
legal rights of Massachusetts workers. Formed in FY83 out of the former Executive 
Office of Manpower Affairs, Labor fulfills this mandate by administering the Com
monwealth’s workmen’s compensation system, inspecting and advising businesses and 
industry on health and safety conditions, enforcing over 200 health and safety, fair 
labor and wage-related laws, and offering mediation, arbitration, and labor relations 
services for employees covered by collective bargaining provisions. In FY85 it will also 
be responsible for enforcing portions of the Commonwealth’s new legislation guaran
teeing employees access to information on hazardous substances in the workplace (the 
“right-to-know” law). In addition, the Executive Office has begun developing a strategy 
to address the needs of workers in mature industries, especially workers who are 
victims of plant closings.

Health and Safety To ensure worker health and safety, Labor’s Department of 
Labor and Industries emphasizes preventive services, that is, on-site consultations and 
education for employers and employees on industrial safety engineering and health. To 
maximize their effectiveness, these services are targeted towards those workplaces in 
which hazardous conditions have already been identified and towards small companies 
which, because of their size, are likely to have limited access to technical and education
al resources. In addition to its preventive services, the Department also inspects work
places in response to complaints about hazardous conditions and to emergencies such 
as industrial accidents.

As part of its health and safety protection function, the Department is also charged 
with identifying the asbestos level in 10,000 public buildings and 2,400 schools in the 
Commonwealth, and with making recommendations for the removal or treatment of 
identifiably hazardous situations.

Enforcement of Wage and Labor Provisions The Secretariat is also responsible for 
enforcing wage-related provisions such as minimum wage laws and laws regarding the 
conditions of employment. It also investigates and litigates cases on non-payment of 
wages. In connection with this enforcement function, the Department of Labor and 
Industries is responsible for determining whether companies which have public 
contracts are paying their employees at rates comparable to those paid under union 
contracts in the same geographic area. This responsibility involves nearly 10,000 
contracts affecting 70,000 workers each year.
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Workmen's Compensation The Division of Industrial Accidents is responsible for 
the administration of workmen’s compensation for all Massachusetts workers. It 
ensures that employers provide coverage and that workers injured in industrial acci
dents receive timely compensation. It enforces workmen’s compensation and insurance 
requirements regarding prompt notification and payment of premiums, and approves 
all compensation agreements. Finally, it adjudicates all workmen’s compensation 
claims contested by the insurer.

Major Issues

The Executive Office of Labor faces three major issues in FY85:

• The increasing difficulty of providing preventive health and safety services to 
Massachusetts workers;

• The inability of the Commonwealth’s workmen’s compensation system to provide 
timely service to victims of industrial accidents; and

• The needs of a growing population of dislocated workers.

Health and Safety Severe staff shortages and growing workloads are making it 
increasingly difficult for the Department of Labor and Industries to provide preventive 
health and safety services to the Commonwealth’s businesses and workers. Since 1979, 
Labor and Industries has lost nearly 30% of its staff. Concurrently, complaints and 
requests for inspection have increased by as much as 60% in some parts of the state. In 
FY84, the Department of Labor and Industries faced backlogs of as much as two 
months. Under these circumstances, prevention activities fall to the bottom of the 
schedule; by the middle of FY84, nearly 100 requests for on-site consultation were 
awaiting the Department’s attention. The shift from consultation and education activi
ties to crisis response has undermined the Department’s ability to prevent industrial 
accidents.
In FY85, the Department’s workload is expected to grow. In particular, the implemen
tation of the “right-to-know” legislation will expand the agency’s health mandate, and 
is expected to increase by 30% to 50% complaints and inspection requests in businesses 
using potentially hazardous substances. In light of these and other anticipated increases, 
the Department estimates that with continued short staffing in FY85:

• More than 1,000 potentially unsafe work sites will go uninspected;
• 1,040 serious hazards will go undetected; and
• 40 preventable disabling or fatal accidents will occur.

Workmen’s Compensation The Commonwealth’s system for settling workmens 
compensation claims is seriously deficient. There are 300,000 industrial accidents 
reported every year in Massachusetts; in 30,000 of these cases the worker’s claim for 
worker’s compensation is contested by the insurer and must be settled by the Industrial 
Accident Board.

The IAB cannot keep up with this workload. A worker injured in an industrial acci
dent in Massachusetts might wait as long as two years before his or her case is settled. 
In the meantime, he or she may well have to depend on public assistance for support. 
The wait is exacerbated by the fact that the claimant has little or no access to informa
tion on his or her case. Because most of the IAB’s operating systems are manual, the 
agency finds it difficult to locate a case on request and nearly impossible to tell the 
claimant when the case will be heard or when the final decision will be available.

In addition to the hardship imposed on the worker, the uncertainty and delay in the 
adjudication process create pressure on workers to settle their cases early. Faced with 
a wait of a year or more for a formal hearing, offers by insurers of lump sum settle-
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merits may appear extremely attractive even though these settlements are usually less 
than the claimant would receive if he or she went through the full hearing process.

The IAB’s problems stem in part from an antiquated operating system and staff 
reductions of 25% over the last six years. Only a small portion of its operations are 
computerized and the manual system is extremely duplicative. Because a dysfunctional 
workmen’s compensation system has such severe impact on the working population, 
the Governor has recently established a commission to study workmen’s compensation 
in the Commonwealth and the operations of the IAB. The recommendations are 
expected in the spring of 1984.

Dislocated Workers In the 19 months between January 1982 and August 1983, more 
than 50 plants in the Commonwealth were permanently closed for a total loss of more 
than 9,000 jobs. In addition, more than 12,000 workers were permanently laid off 
between March and November 1983.

Although the state’s economy is showing increasingly positive trends overall, plant 
closings and resulting job losses are disrupting and disturbing. In 1983 three times as 
many plants closed down and twice as many jobs were lost as in 1981. And while 
employment opportunities are increasing, the majority of the workers affected by plant 
closings do not have the skills to find jobs in Massachusetts’ growth industries — high 
technology and the service sector. Although many workers who have been laid off 
have sophisticated technical skills, these skills are suited to manufacturing industries — 
such as the leather, apparel, and machine tool industries — that have experienced 
dramatic declines and are unlikely to rebound. The resulting loss in jobs and tax 
revenue, increased pressures on social service delivery systems, and family and 
community stress are important costs to the Commonwealth, costs that must be taken 
seriously.

The Commonwealth has never comprehensively addressed the issue of job loss in its 
mature industries and the problems faced by industries in crisis. In particular, there are 
no formal mechanisms to address the needs of workers and communities affected by 
imminent closings. The state lacks the ability to help workers prepare for dislocation 
or to develop comprehensive responses such as retraining, buyouts, or new job devel
opment programs. The Governor’s Commission on the Future of Mature Industries is 
expected to suggest some solutions to this array of problems.

FY 85  Agenda

The FY85 agenda for Labor will focus on fundamental goals in preventive health and 
safety and on the problems of dislocated workers and their communities. It will also 
address the shortcomings of the workmen’s compensation system, although it antici
pates a longer term set of recommendations from the Governor’s Commission on 
Workmen’s Compensation. This agenda will require some additional funding as well 
as the reshaping and redirection of existing resources to these priority objectives.

Health and Safety In FY85, Labor will begin rebuilding its capacity to provide 
preventive safety and educational services in the workplace. To do so, the budget we 
are recommending for FY85 includes additional building and safety inspectors to 
expand preventive industrial safety measures and to complete asbestos inspections of 
all public buildings and schools. It also includes resources in a central reserve in 
Administration and Finance for the expansion of Labor’s health regulation mandate 
required by the new right-to-know legislation. With these resources, the Secretariat 
will be able to fulfill its responsibility to inspect and enforce proper in-house labeling 
of hazardous substances, oversee employers’ maintenance of records on substance 
exposure, and review and investigate complaints by employees related to hazardous 
materials.
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The Secretariat will also expand its capacity to protect health and safety by making 
better and more efficient use of its existing resources. For example, an improved case 
management system will coordinate the operations of the various agencies that have 
inspection functions, allowing them to plan more effectively. The budget we are 
recommending for FY85 includes data processing staff and equipment to allow Labor’s 
agencies to coordinate and streamline their case assignment and monitoring systems.

Workmen’s Compensation The Governor’s Commission on Workmen’s Compensa
tion is expected to submit its recommendations in the spring of 1984. We anticipate 
that the Commission will recommend fundamental changes in the workmen’s compen
sation system, including major changes in the Industrial Accident Board’s operations 
and funding. These recommendations will set the IAB’s agenda for FY85.

In advance of these recommendations, we have already begun addressing the critical 
problem of unacceptable backlogs. In FY84, under a new commissioner, the IAB has 
made major strides in increasing the efficiency of its operations in this area. For 
example, additional weekly hearings were scheduled to reduce the hearing backlog. 
Personnel were re-assigned to operations with critical backlogs and staff working 
groups were formed to develop suggestions for improving overall operations. These 
and the initiatives resulting from the Commission’s recommendations are expected to 
significantly reduce the backlog of cases in FY85.

Dislocated Workers The FY85 agenda for addressing the needs of dislocated work
ers has two major components. One is to respond to emergency situations in which 
workers and their communities are faced with a plant closing or major layoff with 
coordinated state resources, technical assistance, and help with preparations for disloca
tion. The second is to work with dislocated workers and their communities to promote 
job creation efforts that use the workers’ existing skills and knowledge. To carry out 
this initiative, the budget we are recommending for FY85 includes two new staff 
positions.

FY85 Budget Recommendations

The FY85 budget recommendation for Labor is $8.75 million, an increase of $200,000 
over the amount needed to maintain current operations. The recommended increases 
will address the most pressing issues on the Secretariat’s agenda for FY85. They 
include:

• $20,000 for Executive Office staff to develop coordinated responses to plant closings 
and layoffs and to help communities retain and create jobs in which dislocated 
workers can use their existing skills; and

• $73,000 for inspectors to address industral safety needs in the Commonwealth.

In addition, Labor will have access to a share of the $2 million reserve in Administration 
and Finance to implement its new responsibilities under the right-to-know legislation.
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The Commonwealth s employees are the backbone of state government’s operations. 
They clean the parks and beaches, repair bridges, inspect day care facilities, patrol the 
highways, and teach students in our public institutions of higher education. At $1.25 
billion, the cost of these public servants represents 32% of the FY85 budget, excluding 
local aid and welfare benefits. Non-salary costs such as health insurance and pensions 
add another $450 million to this expense (See Figure 1).

Figure I

Personnel Costs, FY85

Operating
Expenses
35%

Direct & 
Medical 
Assistance 
23%

Non-Agency'
Expenses
13%
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Health Care 
Coverage 
Pensions

The budget we are recommending for FY85 includes two major initiatives related to 
this important resource. First, to reverse the devastating effects of the large personnel 
reductions of recent years, we are recommending selective, targeted staffing increases 
in key areas. The total number of staff associated with our FY85 recommendations, 
however, is less than the total permitted by the FY84 budget’s personnel ceilings.

The second initiative is the reform of the Commonwealth’s system of personnel man
agement. By improving the quality of personnel information, restructuring the staff
ing approval process and increasing accountability through state government, we will 
greatly improve the effectiveness of our extensive staff resources in achieving our 
FY85 goals.

Staffing in State Government The jobs performed by state employees reflect state 
government’s diverse responsibilities and enormous scope. With over 71,000 staff on 
the state payroll, and another 5,000 funded through federal grants, the Common
wealth is the largest employer in the state. There are over 6,000 employees in the state’s 
judicial system and nearly 1,000 in the legislative branch (see Figure 2). But the vast 
majority of state employees work in executive agencies and the public institutions of 
higher education.

The responsibilities of these 62,000 executive branch employees span a wide range of 
activity, from repaving roads to caring for the mentally retarded, from collecting 
taxes to providing emergency benefits for families without shelter. Over three- 
quarters of the state’s employees, however, work in human services or education (see 
Figure 5). Their preponderance reflects the labor-intensive nature of direct care 
and instruction, as well as the fact that other major government activities — such as 
the protection of public safety, the provision and regulation of housing, and the 
maintenance of local roads — are shared with the cities and towns.

Although human services staff predominate, a sizeable proportion of state staff spend 
their time on activities that, directly or indirectly, build the foundation for economic 
growth. Over 10% of state employees rebuild roads and bridges, operate water and 
sewer systems, clean up hazardous waste, assist businesses in obtaining financing and 
trained workers, or help communities promote local development.

FY85 Budget 
Recommendation

The past several years have seen a dramatic decrease in the number of state staff. In 
the two years between July 1981 and July 1983, the state workforce dropped by 
nearly 4,000, or 5.7% (see Figure 3). Implemented at the same time as federal and 
local cutbacks, this decrease has had devastating effects on the quality of government 
service. Citizens face long lines when they try to register their cars or renew their 
licenses. There is more and more litter on the highways; the traffic jams and potholes 
squander our time and endanger our lives. Inadequately staffed environmental agen
cies are unable to inspect, let alone clean up, even a fraction of the 350 suspected 
hazardous waste sites in Massachusetts.

Particularly hard hit by the staffing cuts of recent years are the operations most criti
cal to the state’s economic development. Transportation and construction agencies, 
principally the state’s Department of Public Works, lost 810 staff, more than 21% of 
the 1981 complement. Staffing in the agencies that operate metropolitan Boston’s
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Figure 2

Filled Full-Tim e Equivalent (FTE) State Staff
July 19X3

Legislature 982
Inspector General 30
Judiciary 5,537
District Attorneys 762
Executive 281
Secretary of State 198
Treasurer 642
Auditor 275
Attorney General 335
State Ethics Commission 23
Executive Agencies:
Administration and Finance 3,362
Environmental Affairs 3,384
Communities and Development 107
Human Services 35,461
Transportation and Construction 2,956
Educational Affairs 506
Higher Education 12,810
Public Safety 2,653
Economic Affairs 90
Elder Affairs 46
Consumer Affairs 801
Energy Resources 25
Labor Affairs 300

Sub-Total Executive Agencies 62,501

Total 71,566

Note: Counts do not include federally-funded staff, seasonal or excess quota staff, or staff in independent 
authorities.

water and sewer systems, manage state parks, and clean up the environment fell by 
765, or 18%. Public higher education, also crucial to the state’s future economic 
development, lost over 1,500, or 10%, of its employees.

It is becoming increasingly apparent that the Commonwealth cannot afford the long- 
run costs of these staffing reductions. Recognizing their impact, the Legislature auth
orized significant new hiring in FY84. Although these new staff are beginning to 
repair the damage of the past few years, they will not be sufficient. In order to con
tinue rebuilding and begin upgrading the foundations of our economy, the budget we 
are recommending for FY85 includes additional staff to carry out critical initiatives.

The specific staffing recommendations are described in the agency narratives in Part IV 
of this volume. Together they will result in 66,577 state employees by the end of FY85. 
While above July 1983 staffing levels, this total is below the legislatively-mandated 
personnel ceilings included in the budget for the current fiscal year (see Figure 4). And, 
despite significant undertakings in higher education, human services, and revenue col
lection, the number of staff on state payrolls at the end of FY85 will be essentially the 
same as it was at the beginning of FY82.
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Figure 3

Filled Full-Tim e Equivalent (FTE) State Staff 
in Executive Agencies
July 19X1 to July 19X3

July
1981

July
1982

July
1983

Change from July 1981 
to July 1983 

Number Percent

Administration & Finance 3,273 3,210 3,362 89 2.7
Environmental Affairs 4,149 3,931 3,3X4 -765 -18.4
Communities & Development 123 105 107 -16 -13.0
Human Services 36,093 34,206 35,461 -632 -1.8
Transportation & Construction 3.766 2,981 2,956 -XI0 -21.5
Educational Affairs 525 512 506 -19 -3.6
Higher Education 14,329 14,000 12,810 -1,519 -10.6
Public Safety 2,812 2,419 2,653 -159 -5.7
Economic Affairs 1 427) 393 1 901
Labor Affairs J o f o ) 300 /

-37 -8.7

Elder 46 49 46 0 0.0
Consumer Affairs 858 788 801 -57 -6.6
Energy 28 22 25 -3 -10.7

Total Executive Agencies 66,429 62,616 62,501 3,928 5.7
Note: Counts do not include federally-funded staff, seasonal or excess quota staff, or staff in independent 

authorities.

In order to achieve the results for which the FY85 initiatives were designed, it is not 
enough to simply add staff. We must make sure that the state uses its employees, old 
and new, to produce the changes and improvements that are so sorely needed. But 
the state’s current system of personnel management is not adequate to this task. 
Cumbersome, overcentralized, and dependent upon poor information, this system is 
incapable of supporting the kind of management that today’s needs require. A major 
element of our personnel agenda for FY85 and beyond, therefore, is the reform of 
the Commonwealth’s tools for personnel management.

Personnel The Problem
Management

The inadequacies of the Commonwealth’s current system for personnel management 
stem from two major problems.

Poor Information The first problem is the absence of good, timely, and consistent 
statewide information on the number and location of state employees. There is no 
central system for paying state employees; instead, there are several different payroll 
systems. Each system is run on a different schedule and counts staff in a different 
way: some count only checks, not people; others can count people, but cannot read
ily distinguish part-time from full-time staff, making it impossible to determine true 
workforce levels.

In the absence of a central source of consistent personnel data, manual reporting and 
tracking systems have sprung up throughout state government. The Department of 
Personnel Administration, the Comptroller’s Division, the Budget Bureau, the House 
and Senate Ways and Means Committees, and many of the individual secretariats 
collect and maintain their own sets of staffing figures. All of them count personnel in 
different ways: some include federally-funded positions, and some do not; some
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count staff in independent authorities such as the MBTA; some count the number of 
individuals, while others count the number of “full-time equivalents” (FTE’s) these 
individuals represent, so that an employee who works half-time, for example, is 
counted as one-half in adding up staffing figures.

Because none of these systems is directly tied to the actual hiring process, the 
information most of them provide is sporadic and often inaccurate. Moreover, 
because the systems rely on manual efforts, the information is never timely enough 
for management purposes. The most consistently reliable information — that pro
vided to the Budget Bureau as part of the spending control process — is usually sev
eral months old.

Cumbersome Controls This dearth of good management information is part of the 
reason for the second major obstacle to effective personnel management: cumber
some and overcentralized controls on hiring and staff deployment. Unable to know 
when agency staffing is threatening to exceed authorized levels, the Legislature and 
A&F have imposed an extensive network of prior approvals and authorizations on 
agency managers. Staff authorized and funded in a budget cannot be hired until a list 
of individual positions, each with a specific title, job description, and salary, has been 
released by the Legislature and approved by A&F. Moving a position from one line 
item account to another; changing the nature of a position in any way, however 
minor; establishing positions for emergency or temporary (so-called “excess quota”) 
staff all these adjustments require prior approval from A&F and from both of the 
Legislature’s Ways and Means Committees.

Figure 4

Governor’s FY85  Recommendation For F illed  
Full-Tim e Equivalent State Staff in Executive Agencies

FY84 FY85

Ceiling
Year-End 

Actual
Gov's

Recom.

Administration and Finance 3,76.1 3.683 4,291

Environmental Affairs 4,006 3,789 4,035

Communities and Development 127 126 128

Human Services 36,722 36,069 36,277

Transportation and Construction 3,165 3,140 3,360
Educational Affairs 550 530 514

Higher Education 14,0X4 13,606 13,629

Public Safety 2,76X 2,768 2,916
Economic Affairs 98 95 101
Elder Affairs 60 60 68
Consumer Affairs 882 853 928

Energy Resources 33 2! 21
Labor Affairs 324 305 309

Total Executive Agencies 66,582 65,045 66,577

Note: Counts do not include federally-funded staff, seasonal or excess quota staff, or staff in
authorities.

independent
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Figure 5

Distribution of Executive  
Agency Staff
July, 1983

4% Public Safety

10% Infrastructure & Economic Development

Note: Counts do not include federally-funded 
staff, seasonal staff, or staff in independent 
authorities.

This system of personnel control is one of the most restrictive and cumbersome in 
the nation. In most states, the executive branch has sole control over personnel; in 
only five other states is the legislature responsible for authorizing staffing quotas. The 
system is time-consuming and wasteful: throughout state government, managers and 
staff spend valuable time filling out forms and negotiating requests through the 
multi-layered approval process.

More important, by diverting managers’ time and constraining their flexibility, this 
system of controls obstructs the effective use of staffing resources. The necessity for 
multiple approvals often makes it impossible for agencies to respond swiftly or crea
tively to the pressing problems facing state government. And, focusing exclusively on 
the acquisition of approvals, the entire system diverts everyone — agencies, A&F, 
and the Legislature — from attending to the ultimate product: the performance of 
staff in delivering services and improving the quality of life in the Commonwealth.

The Solution

The centerpiece of our agenda for reforming personnel management is the implemen
tation of a new statewide personnel management and information system. A central, 
automated data base that can be sorted in any number of ways, this system — 
known as PMIS — is the ideal solution to the personnel counting problem. A state
wide system, it will provide consistent, standardized counts; because it is automated, 
it will provide timely information.

PMIS is already operating at the Departments of Public Health and Correction.
All Human Service agencies more than 50% of the state’s staff — are expected to 
be using the system by the end of FY84. By the end of FY85, the system will be 
statewide, and the personnel counting problem will be completed solved. In the inte
rim, we are taking a number of steps to improve the quality of personnel information:

• We are standardizing the way in which staff are counted. The personnel numbers 
included in this budget represent state-funded, full-time equivalent staff in regular 
state positions. This is the count that is most directly relevant to the control of the 
state’s personnel expenditures, the ultimate concern of the multiple approval and 
authorization systems currently in place.

• We are consolidating personnel reporting requirements into a single system of 
monthly reports to the Comptroller. This system, which will allow the Comptroller 
to determine on a monthly basis whether agencies’ staffing is consistent with 
legislatively-mandated ceilings, will also greatly increase the timeliness, consistency, 
and reliability of statewide personnel information.

Reforming Personnel Controls The availability of good central information on 
agency staffing will obviate the need for the elaborate and unwieldy system of prior 
authorizations and approvals that currently constrains agency managers. In the 
absence of personnel information capable of supporting timely corrective action, 
prior approval of spending and hiring actions was the only tool for keeping total 
expenditures within authorized limits. With good, timely information with which to 
monitor agency staffing, A&F can identify those instances of excess hiring in time to 
ensure that personnel spending does not exceed established targets. We will no longer 
be dependent upon the control provided by advance A&F and legislative approval of 
agency staffing activity.

Equipped with good staffing information, we will be able to shift the focus of the 
state’s controls from the internal resource allocation decisions that are most appro-
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priately made by on-line agency managers to the bottom-line results of agency activi
ties. This reform entails three efforts, all of which are already underway.

• Establishing clear spending, staffing, and performance targets The first step in 
shifting the focus of agency and A&F activity to results is to establish the out
comes for which agencies are to be held accountable. The FY84 budget established 
clear staffing targets for each agency by setting account-by-account limits on the 
number of positions — measured in full-time equivalents — that can be filled. 
Compliance with these ceilings is monitored monthly by the Comptroller. The ceil
ings establish bottom-line staffing accountability for each agency, clearing the way 
for increased flexibility for agency managers in filling positions and redeploying 
staff.

At the same time, A&F has begun monitoring agency performance in meeting 
programmatic as well as fiscal and staffing goals. In FY84, A&F is defining with 
the agencies the specific results — such as decreases in crime, improvements in 
environmental quality, and declines in welfare error rates — that they expect to 
achieve given the available resources. In FY85 and future years, A&F will be mon
itoring these results, and using them to allocate resources as well as to evaluate 
agency performance. .

• Delegating to the agencies controls now exercised by A&F  To provide some of 
the increased flexibility permitted by increased accountability, the Department of 
Personnel Administration has begun delegating to the agencies the authority to 
adjust their staffing patterns. Those staffing adjustments that do not currently 
require legislative approval will no longer require DPA authorization, either. 
Instead, DPA will monitor the appropriateness of these adjustments through peri
odic studies and audits. Freed from the necessity of obtaining prior DPA approval 
for a variety of staffing revisions, agencies will be able to respond quickly to 
unforeseen program needs or opportunities to improve operations.

• Increasing technical assistance and management support Successful personnel 
management reform requires that agency managers have the skills and tools to 
make effective use of their increased authority. In FY84 and FY85, A&F agencies 
will be turning their attention from the control of agency activity to the provision 
of assistance and support. PMIS is one such effort; in addition to providing central 
managers with good statewide information, the system will greatly increase the 
ability of agency managers to monitor staffing ratios, absenteeism, sick leave utili
zation, and other information vital to productivity. To further improve managers’ 
tools, DP A will be instituting an employee performance evaluation and recogni
tion program, and a program for redeploying clerks and other staff whose jobs are 
displaced by computers. To improve managers’skills, DPA will be increasing pro
fessional development activities. These and other initiatives to increase staff effec
tiveness are described in more detail in the section of the A&F narrative entitled 
“Human Resources Management” in Part IV of this volume.

Together with parallel reforms in the state’s system for expenditure control (see the 
“Fiscal Management” section of the A&F narrative in Part IV of this volume), these 
personnel reforms will provide agency heads with increased authority in managing 
their operations and an improved ability to respond to new needs and savings oppor 
tunities. At the same time, the planned reforms will increase the accountability of 
agency managers for meeting programmatic goals, as well as spending and staffing 
targets. Finally, by reducing paperwork, confusion, and delay, they will free both 
agency and A&F time and energy for activities that will improve the effectiveness of 
state government’s vast personnel resources in improving the quality of life in the 
Commonwealth.

6



Personnel

Figure 6

Sum m ary of Governor’s FY 85  Personnel Recommendation  
State-Funded Full-Tim e Equivalent Staff

FY84 FY85

Estimated
Filled Gov’s

Ceiling June 1984 Recom.

Inspector Genera] 30 30 33
Judiciary

Supreme Judicial Court 253 252 253
Appeals Court 59 59 63
Trial Court 5,474 5,420 5,440

Total, Judiciary 5,786 5,731 5,756

District Attorneys 807 812 856
Executive

Governor’s Office * N/A N/A
Committee on Criminal Justice * N/A N/A
Lieutenant Governor’s Office * N/A N/A
Governor’s Council * N/A N/A
Military 143 143 148
Civil Defense 39 39 40
Governor’s Highway Safety Bureau * N/A N/A

Total, Executive - — —

Secretary of State 211 211 242
Treasurer and Receiver-General 672 N/A 699
Auditor 295 275 275
Attorney Genera] 412 387 407
State Ethics Commission ♦ 25 26
Executive Office for Administration
and Finance

Department of Revenue 2,000 1,950 2,389
Other A&F 1,763 1,733 1,902

Total, Administration and Finance 3,763 3,683 4,291

Executive Office of Environmental
Affairs

Office of the Secretary 64 36 43
Department of Environmental
Management 768** 660 . 671
Department of Environmental
Quality Engineering 394 389 473
Department of Fisheries, Wild-
life and Recreational Vehicles 364 355 361
Metropolitan District Commission 2,302 2,235 2,371
Department of Food and
Agriculture 114 114 116

Total, Environmental Affairs 4,006 3,789 4,035
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Executive Office of Communities
and Development
Executive Office of Human Services

127 126 128

Office of the Secretary 92 87 89
Rate Setting Commission 138 138 148
Commission for the Blind 109 109 109
Mass. Rehabilitation Commission 14 16 16
Office for Children 235 214 260
Veterans’ Services 53 53 53
Soldiers’ Homes 1,004 879 900
Department of Youth Services 618 618 642
Department of Correction 3,722 3,640 3,802
E)epartment of Public Welfare 4,586 4,583 4,630
Department of Public Health 3,778 3,739 3,739
Department of Social Services 2,626 2,615 2,631
E)epartment of Mental Health 19,747 19,378 19,258

Total, Human Services 36,722 36,069 36,277

Executive Office of Transpor
tation and Construction

Department of Public Works 3,148 3,123 3,343
Other 17 17 17

Total, Transportation and 
Construction 3,165 3,140 3,360

Educational Affairs
Libraries 40 40 39
Department of Education 510 490 475

Total, Educational Affairs 550 530 514

Higher Education
Executive Office of Public Safety

14,084 13,383 13,629

Office of Secretary 98 97 98
Mass. Criminal Justice 
Training Council 31 31 38
Department of Public Safety 1,377 1,376 1,437
Registry of Motor Vehicles 1,262 1,264 1,343

Total, Public Safety 2,768 2,768 2,916

Executive Office of Economic Affairs 98 95 101
Executive Office of Elder Affairs 60 60 68
Executive Office of Consumer Affairs 882 853 928
Executive Office of Energy Resources 33 21 21
Executive Office of Labor 324 305 309

Note: Counts do not include federally-funded staff, seasonal or excess quota staff, or staff in independent 
authorities. The ceilings represent the number of filled positions authorized in the FY84 budget. In 
the few cases in which the FY84 budget did not specify ceilings, the ceiling is assumed to be the 
number of filled positions subsequently scheduled for that account by the House and Senate
Committees on Ways and Means.

•No ceilings established in Ch.289 or by subsequent position schedules.
••Includes 39 permanent, full-time positions in Bureau of Urban Services expected to be scheduled as filled positions.


