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EXECUTIVE DEPARTMENT

EDWARD J KING November 2, 1981

To the Honorable Senate and House of Representatives;

I have today reduced certain items in;

House Bill No. 7219, entitled "AN ACT MAKING AN APPROPRIATION
TO FUND A COLLECTIVE BARGAINING AGREEMENT BETWEEN THE MASSACHUSETTS
BOARD OF REGENTS OF HIGHER EDUCATION AND THE INTERNATIONAL
BROTHERHOOD OF POLICE OFFICERS, LOCAL 399 (SECURITY)"?

J House Bill No. 7220, entitled "AN ACT MAKING AN APPROPRIATION
TO FUND A COLLECTIVE BARGAINING AGREEMENT BETWEEN THE MASSACHUSETTS
BOARD OF REGENTS OF HIGHER EDUCATION AND THE NATIONAL ASSOCIATION
OF GOVERNMENT EMPLOYEES, LOCAL RI-245 (MAINTENANCE)";

J House Bill No. 7221, entitled "AN ACT MAKING AN APPROPRIATION
TO FUND A COLLECTIVE BARGAINING AGREEMENT BETWEEN THE COMMONWEALTH
AND THE NATIONAL ASSOCIATION OF GOVERNMENT EMPLOYEES, UNIT 1
(CLERICAL AND ADMINISTRATIVE)";

V House Bill No. 7222, entitled "AN ACT MAKING AN APPROPRIATION
TO FUND A COLLECTIVE BARGAINING AGREEMENT BETWEEN THE MASSACHUSETTS
BOARD OF REGENTS OF HIGHER EDUCATION AND THE INTERNATIONAL
BROTHERHOOD OF POLICE OFFICERS, LOCAL 432 (UNIT A) POLICE PATROLMAN

v House Bill No. 7224, entitled "AN ACT MAKING AN APPROPRIATION
TO FUND A COLLECTIVE BARGAINING AGREEMENT BETWEEN THE COMMONWEALTH,
ACTING THROUGH THE COMMISSIONER OF ADMINISTRATION, AND THE NATIONAL
ASSOCIATION OF GOVERNMENT EMPLOYEES, REPRESENTING UNIT 3": and

''House Bill No. 7225, entitled "AN ACT MAKING AN APPROPRIATION
TO FUND A COLLECTIVE BARGAINING AGREEMENT BETWEEN THE MASSACHUSETTS
TRIAL COURT AND THE OFFICE,AND PROFESSIONAL EMPLOYEES INTERNATIONAL
UNION, LOCAL 6, AFL-CIO”,

pursuant to Section 5 of Article LXIII of the Amendments to
the Constitution.

In H.7219, I have reduced item 1599-3263 to $O.

In H. 7220, I have reduced item 1599-3264 to $O.

®[je Commontoealtf) of iflas(tfacf)U*etts!

GOVERNOR
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In H.7221, I have reduced item 1599-3265 to $O.

In Vi. 1222, I have reduced item 1599-3266 to $O.

In H.7224, I have reduced item 1599-3268 to $O.

In H.7225, I have reduced item 1599-3269 to $O.

The remainder of these bills, which I today approve,
transfer from the $24 million salary reserve funds to be
distributed for collective bargaining costs. Per my request,
$13,579,234 is transferred from that reserve to meet the
retroactive costs of implementing these collective bargaining
agreements.

IIn requesting these reserve transfers, I specifically noted
(in H. 7103, H.7104, H.7105, H.7115, H. 7157 and H.7158) that the
amount in the salary reserve (item 1599-2095 of section 2 of
Chapter 351 of the Acts of 1981) is sufficient to fund only the
retroactive costs for collective bargaining agreements. I have
instructed all state agencies that the 1982 fiscal year costs
of these agreements must be funded within their existing
appropriations for the 1982 fiscal year.

It is my position that the collective bargaining agreements
were fairly negotiated; that the employees are entitled to
implementation of their raises; that we must keep the state's
finances in balance and without new taxes; and that the state
agencies must make a reduction in force so as to be able to
pay the employees their just raises and still remain within
their appropriation for fiscal 1982.

Again and again through the months of June and July,
we attempted to provide your Honorable Bodies with the information
that should have resulted in a better balance between the local
aid needs of the cities and towns and the collective bargaining
obligations of the Commonwealth.

One state budgetmaker was widely hailed for his "radical"
budget which "sliced away the fat" in state government in order
to "respond to Proposition 2*j".

In reality, except for a handful of cosmetic changes,
questionably deep cuts in the Department of Public Works and
the Registry, and certain reductions made for reasons other than
operational efficiency, the main difference between the revised
budget I submitted in May and the budget engrossed by the Senate
was the elimination of the collective bargaining reserve.

Over and over again we said the state could not afford more
than $225 million in increased local aid...and that amount,
properly distributed, would have met municipal needs.

ITime after time we requested the details that would prove
what we were saying...that the collective bargaining obligations
were omitted from the Senate's consideration.

Never once was there a response to our repeated requests
for detailed explanations.

THE BUDGET FOR FISCAL 1982
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In a July 2, 1981 Boston Globe story, Laurence Collins
reported, "The reserve does not appear in the Senate budget
because, Atkins asserts, the Ways and Means Committee chose to
spread it out in scores of individual salary accounts throughout
the budget." To my charge that this money just was not there,
"Sen. Atkins, in a later interview responded to the governor's
remarks just as sternly. 'That's absurd,* said Atkins,"

In 5.2222 (the bill that has since come to be known as
the Green Monster), the Ways and Means Committee notes on page
12-7 that "by the end of FY 1981, the Commonwealth will have
entered into some 35 collective bargaining agreements with
multiple unions representing organized labor". At that same
point the Committee indicates it has recommended funding for
these contracts. On page 12-12, the Committee explains its
elimination of the $124 million salary reserve;

"1599-2095 Collective Bargaining Reserve
A 7 percent collective bargaining increase is
funded by the Committee within the agencies
for all existing personnel. Thus the Committee
believes there is no need for any reserve
account appropriation."

No matter how often we challenged that explanation, the
Committee and its Chairman stood by it. No matter how often we
asked for the detailed information that would prove or disprove
the validity of that explanation, the Committee through its
Chairman refused to respond.

Too many observers, more impressed by showmanship than fact,
accepted the Senate's explanation. After all, who could criticize
a document that was praised before it was read, let alone understood

Now, four months later, we again see just how inaccurate
and/or misleading that celebrated budgetmaker really was. His
projections of a $6O million fiscal 1981 deficit were wrong.
His accusation that this administration's fiscal 1982 revenue
estimates were $l6O million overstated were equally wrong. And
our first quarter revenue collections prove that point.

Whether it was a $lOO million mistake or, as I have often
stated, a cold, calculated attempt to force this Commonwealth
into new and higher taxation, nowhere is the fundamental flaw
in the budget better expressed than in the legislature's attempt
to appropriate $7,034,600 in H.7225 for the Massachusetts Trial
Court.

In 5.2222, describing its appropriation for the several
court departments, the Senate Ways and Means Committee said that
collective bargaining was included. The Trial Court's contract
with Local 6 was signed on April 30, so the Committee clearly
had the necessary information to have correctly funded that
bargaining agreement.

In seven different account descriptions on pages 9-26 and
9-27, the Ways and Means Committee asserts that it has fully
funded collective bargaining increases for court employees.

For the Superior Court Department (0331-1000);

"It does, however, fully fund salary
increases due clerical employees under the
terms of a recently negotiated collective
bargaining agreement." (Emphasis added)
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For the District Court Department (0332-1000):

"It does, however, fully fund salary
increases due clerical employees under the
terms of a recently negotiated collective
bargaining agreement." (Emphasis added)

For the Probate and Family Court Department (0333-0011):

"It does, however, fully fund salary
increases due clerical employees under the
terms-of a recently negotiated collective
bargaining agreement." (Emphasis added)

For the Land Court Department (0334-0001):

"It does, however, fully fund salary
increases due clerical employees under the
terms of a recently negotiated collective
bargaining agreement." (Emphasis added)

For the Boston Municipal Court Department (0335-0001):

"It does, however, fully fund salary
increases due clerical employees under the
terms of a recently negotiated collective
bargaining agreement." (Emphasis added)

For the Housing Court Department (0336-1000):

"It does, however, fully fund salary
increases due clerical employees under the
terras of a recently negotiated collective
bargaining agreement." (Emphasis added)

For the Juvenile Court Department (0337-1000):

"It does, however, fully fund salary
increases due clerical employees under the
terms of a recently negotiated collective
bargaining agreement." (Emphasis added)

While the account structure adopted in the General
Appropriation Bill differs from the Senate recommendation, the
fiscal 1982 appropriation for the Judiciary $154,936,966 is
almost identical to the 5.2222 appropriation of $155,167,979...a
Senate appropriation that claims to have fully funded the clerical
employee bargaining agreement.

If the Trial Court-Local 6 agreement were fully funded,
why is $7,034,600 appropriated in H.7225 necessary?

Eventually, the word will spread that 5.2222 was like a movie
set facade for all the trappings, a misleading presentation
without substance to back it up, designed to raise taxes on the
people of the Commonwealth.

Eventually, the credibility of the Chairman wrong on
his projection of a fiscal 1981 deficit, wrong on his projected
shortfall in fiscal 1982 revenues, wrong on revenue projections
every year since 1979, and wrong on the funding of collective
bargaining will lose its luster.



1981] HOUSE -No. 7318 5

On October 7, 1981, I made a statement following the
House's initial action approving these collective bargaining
agreements. I said they were spending money we do not have.
I objected to this fiscal foolishness and political grandstanding
as yet another attempt to force new taxes on the people of the
Commonwealth through the back door.

Again I say we do not have the money, we cannot print the
money, and I will not propose new taxes to get the money.

The $27,277,666 appropriated in these six bills is
unacceptable.

The balance sheet of the Commonwealth (our revenues and
expenditures expressed as a surplus/deficit) is in a finely
calibrated position. It is critical to the financial operations
of the Commonwealth that we maintain a positive balance. If
the Commonwealth were to be forced into a deficit position,
the state will either face a loss of flexibility in the financial
markets or be required to raise new taxes.

Neither is an acceptable option.

We must preserve the solvency of the Commonwealth.

In the letter accompanying 5.2222, the Senate Ways and
Means Chairman indicates that the Commonwealth based ; ts budget
on this administration's revenue estimates (which the Committee
felt were $l6O million too high, but which they readily increased
in conference by over $35 million, a total of $195 million over
their own projections) in "the interest of timely passage of the
state budget and in the spirit of reasonable compromise". He
declared the Committee's awareness of its obligation to provide
for a balanced budget, and on page 6-33 says that, "the burden
in FY 1982, that will face both the Executive and the Legislative
branches will be to ensure the realization of the
estimated revenues..

The close balance between state expenditures and revenues
is categorically stated on the same page:

"The proposed expenditures would leave no
surplus for the end of the year."

The 5.2222 balance sheet, on page 6-14, bears out that
statement. And the final appropriation bill approved by the
legislature for fiscal 1982 already exceeds the 5.2222 recommendation

Secretary of Administration and Finance Edward T. Hanley
has just completed an updated analysis of state revenues and
expenditures. He has informed me in unmistakeable terms
that we cannot afford the $27,277,666 appropriated in these
six bills.

The new balance sheets reflect an upward adjustment in
estimated tax revenues which was made on August 15, 1981, and
again on October 15, 1981. In that balance we include revenue
from the Abandoned Property bill, H.6263, which your Honorable
Bodies have not yet enacted. And we include interest income
available if and when the Treasurer enters the short term market.

Particularly with respect to the short term borrowing,
the Senate can do much to help us meet the burden of meeting our
estimated revenues.

THE STATE OF THE COMMONWEALTH'S FINANCES
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wrote:

"The Committee regrets the
Treasurer to proceed with
mercial paper despite the
ably clear signal that it
...the Committee believes

decision of the State
the marketing of com-
Legislature's unmistak-
did not support the effort,
that commercial paper

represents an unwise, untested policy course that
need not be hastily pursued.

The Committee attempted to restrict the Treasurer, through
an outside section, from marketing commercial paper. It did not
succeed because I vetoed section 196. Utilizing commercial
paper is a sound practice. The Treasurer has a fine record
managing state funds. I fully support this program and find it
hard to understand why already this year we have lost millions
of dollars in interest income and why this sound earning base
continues to be lost to the people of the Commonwealth.

Given events of recent months, however, responsible state
officials are reluctant to challenge such a clear preference
of the Senate. Thus while there is no legal barrier, the
Commonwealth has not proceeded in marketing commercial paper.

We need the Abandoned Property Bill, and an indication of
support from the Senate on commercial paper just to meet the
estimated revenues in our current balance sheets. And even with
those revenues included, we will not be able to accept this
appropriation of $27,277,666 without new taxes.

To raise $27 million we would have to take $l5O away from
the personal exemption allowed for each individual on the
Massachusetts income tax.

This cannot be allowed.

Over and above this $27,277,666, the Commonwealth also has
outstanding agreements with the Court and Probation Officers
and Units 5, 58, 6 and 9. If they follow the Alliance pattern,
full funding for fiscal 1982, above current appropriations,
would be another $20.4 million.

This infusion of new money into the agency accounts could
trigger the rehiring of personnel already terminated...at a substantial
cost. Let me repeat this for emphasis. Individuals terminated
for lack of funds may have a right to be rehired if this appropriation
is accepted. They may even have a legal basis to seek retroactive
salary for the period they were laid off.

That means that these six bills could easily mushroom into
a much larger commitment of the taxpayers money.

Again, let me repeat, Secretary Hanley, who has been superb
over the past three years at projecting revenues, controlling
expenditures and keeping this Commonwealth solvent on a paper
thin margin, has categorically stated we do not have the money. S

That is why these appropriation items have been reduced to zero.

In 5.2222, at page 5-29, the Senate Ways and Means Committee

I
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It might also be well to note at this point that a number
of other states are in severe financial distress in fiscal 1982.
California faces a $1,000,000,000 deficit (state revenues there
were $3OO million under estimates for the first quarter); Washington
is $6OO million in the red; Minnesota $5OO million; Wisconsin faces
a $l3O million deficit; Connecticut an $BO million shortfall; and
New Hampshire's $2B million deficit represents ten percent of that
state's revenue.

We cannot allow such a situation here in Massachusetts.

It has been suggested in the course of the debate on these
appropriations that state revenues have grown large enough to
accomodate this additional spending.

We wish this were true.

But it is not.

While our state economy continues to outpace the national
economy in every major economic indicator, and while we expect the
strength of that economy to continue in the months ahead, that growth
in revenues has already been added to our current balance sheets.

In our August 15, 1981 revised revenue estimates, we anticipated
that our tax revenues would increase by $365,729,051 this year over
last. (It might be noted that the growth from fiscal 1980 to
fiscal 1981 was $359,716,787.)

In preparation for entering the bond market, we have again
updated our balance sheets and revenue estimates (through October 15)
and we have added an additional $25 million in revenue to reflect
our first quarter experience. Our financial statements to bond counsel
are under strict requirements for full and complete disclosure. We
will need to meet the new $390,729,051 growth target just to keep the
state operating at the current, no surplus level.

The enormous commitment involved in these six bills, the other
five pending collective bargaining agreements; and the potential legal
obligation to rehire employees already terminated for lack of funds,
is a deficit we could not overcome without new taxes.

Some have suggested that our first quarter revenues have far
exceeded our projections, thus providing a source to finance these
six appropriation bills.

Again this is a misreading of the facts.

While revenues for the first quarter are quite favorable, that
positive report is primarily due to an unusually large July collection.
Collections in both August and September were below the rate of
collection of one year ago.

As noted above, on October 15, 1981 we again revised ou
estimates to reflect the first quarter experience.

The following indicates the actual revenue collected in
fiscal 1981 and the first quarter of fiscal 1982, and the
estimated collections for the remainder of fiscal 1982;

REVENUE GROWTH
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FY 1981 FY 1982
ACTUAL COLLECTIONS ACTUAL S ESTIMATED COLLECTIONS

$4,156,170,949 $4,547,000,000

JULY 219,400,000 321,800,000

AUGUST 274,000,000 296,400,000

SEPTEMBER 419,400,000 445,400,000

OCTOBER 296,800,000 327,300,000

NOVEMBER 271,600,000 300,000,000

DECEMBER 424,300,000 450,000,000

JANUARY 374,900,000 395,000,000

FEBRUARY 253,300,000 270,000,000

MARCH 404,400,000 434,000,000

APRIL 319,300,000 347,000,000

MAY 435,900,000 450,000,000

JUNE 463,000,000 510,000,000

As you can plainly see, while August and September revenue
collections were on track with the required growth from last
year's returns (both being slightly below the percentage
collected for the respective months in fiscal 1981), we have not
at all underestimated our revenues. In fact, in these revenue
estimates and our current balance sheet we have relied on
substantial growth every month in our collections. For the year,
we are anticipating a 9.4 percent growth in tax revenues.

You might also note above that the July collections were
extraordinarily large. A number of factors contributed to
that unusual June-July spillover;

New procedures allowing previous overpayments
to be credited against estimated payments
reduced the number of refunds paid out in July,
thus increasing net collections for the month.
These credits will reduce collections from
estimated payments later in the year;

Continued windfalls from the accelerated
payment system for sales, meals, rooms, and
cigarette taxes, which were not in effect in
July 1980;

An enforcement program which had 1013 additional
large employers pay withholding taxes on a weekly
basis;

Increases due from the motor fuels increase which
first started in September, 1980, and thus were
not in effect last July;

The bank responsible for the lock-box collection
system terminated service in June, thus straining
the Department's processing capacity;
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A decision to hold all overtime as of the last
payroll day in fiscal 1981, until a new appropriation
bill was enacted. This slowed processing of
outstanding returns which had been received in
June; and

A decision to assist the Comptroller, who had
a number of difficult accounting problems closing
the books on fiscal 1981, by closing receipts
promptly on June 30, rather than continuing in
early July to process and credit returns that had
been received but not processed in June.

In reviewing these projections, it must also be remembered
that the renters deduction enacted by Proposition 2h, increases
in the capital gains and social security deductions due to
previous state and federal laws, and the impact of the new
accelerated depreciation system established by the President's
tax program will all be absorbed in the second half of this
fiscal year.

In conclusion, all anticipated growth in state revenues
has been included in our current revenue estimates and balance
sheets; that growth is not available as a new source for financing
these six appropriation bills.

On October 19, while the Senate debated the engrossment of
these bills, the State House News Service reported the Ways and
Means Chairman's response to a question as to how the agreement
will be funded: (SENATE...I3 ...SHNS...OCT. 19)

"Atkins continued that at the end of each fiscal year,
agencies encumber funds not spent and a portion is reverted to
the General Fund. There is money available in reversions. That's
the way we've funded collective bargaining agreements in the past
three years, and it's the way we should do it again."

If ever there was a course of action destined to bring
the Commonwealth to the brink of bankruptcy -- to repeat the
trauma of fiscal crisis this state survived just seven years
ago reversion financing is it. Given the distaste the Senate
Ways and Means Committee has expressed for such "reversions",
it is somewhat surprising that its Chairman now seek to utilize
them to finance these supplemental appropriations.

In 5.2222, page xii, we see an example of this criticism
as the Committee defined "reversion":

"an appropriation which has not been spent, and
therefore which must revert, or be returned,
to the treasury...The Executive can use
to its advantage the fact that unencumbered
funds ultimately must revert to the treasury.
By failing to allot an agency's total appropriation,
the Executive can force funds to revert to*

give the appearance of an end-of-year budget
surplus, when in fact, it has frustrated the
Legislature's intended use of the funds."

REVERSION FINANCING



HOUSE -No. 7318 [November10

I

At a later point, the Senate Budget again criticized forced
reversions as "shortsighted and counterproductive", "a cost
control policy gone awry". On page 12-3, it uses previous
collective bargaining reserves as an example (could that be why
it so strongly opposed the $124 million fiscal 1982 salary reserve?)

a $3O million supplemental budget to fund
the cost of retroactive salary increases
for Units Six and Nine. As no provision
had been made for those additional obliga-
tions in the agencies' operating budgets,
the $3O million was placed in a reserve
account. It was the understanding ol the
Legislature that this money, and not
operating funds, would be used to defray
these unforeseen collective bargaining
costs. Unfortunately, this assumption was
not shared by A&F. Rather than fully
utilize the $3O million, A&F determined
that agencies should first absorb as
much of the increased costs as possible
out of their existing appropriation."

'he Committee explains that A&F's control, which
saved the state $22 million, made life difficult for agency
managers. Imagine, a reputed cost cutter, a reputed tax saver
making such a statement.

The Committee does give a good description of the
reversion process on page 6-18 (even if it closes by again
expressing its distaste):

Through the state's accounting procedures,
reversions occur twice during a fiscal year.
The first group is realized on December 31
when appropriations from the previous fiscal
year, which were encumbered for expenditure
during the subsequent fiscal year, remain
unspent. The second group of reversions
occurs on June 30 when there are unexpended
appropriations from the current fiscal year
from which no encumbrance has been authorized
The June 30 reversions are the larger of the
two sources of reversionary monies since
they include unspent personnel salaries...

Each year the Governor's proposed fiscal
year budget, submitted as H.l, includes
estimated reversions among the revenue
sources of the current fiscal year's balance
sheet...

Reversions are difficult to estimate and
the tendency of the Executive has been to be
conservative...

Reversions should be difficult to estimate.
If they were not, it would mean appropriations
were being consistently provided without regard
to expenditure needs. The most frequent cause
of reversions is executive budget policy limiting
agency expenditure. The Executive can force agenc
reversions in order to control expenditures to
meet anticipated revenues, or to thwart legislate
intent when it differs from executive priorities."

In FY 1980, i_he Legislature appropriated
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The amount of reversions in a given year is difficult to
project far in advance. In recent years, that amount has
varied from a low of $65.1 million in fiscal 1978 to the $147
million we reverted in fiscal 1981.

It must be remembered that the state budget is a blueprint.
And as we build state government around that blueprint, reversions
are the only tool other than new taxation or fees that we can use
to compensate for revenue shortfalls or unavoidable deficiencies.

At the moment our revenues are meeting our estimates. But
in the second half of the fiscal year we will absorb the renters
deduction, an increase in the capital gains and social security
deduction, and the impacts of the new U.S. accelerated depreciation
system.

And this year, there will unquestionably be fewer reversions.
The many reserve accounts which A&F used to control spending
were dropped in the fiscal 1982 general appropriation bill. In
addition, a second major source of previous reversions, surplus
personnel funds created by the hiring freeze (another cost control
policy criticized by those reputed cost-cutters who prepared
5.2222), will not be available in fiscal 1982. Every available
dollar in the personnel account is being utilized to minimize the
impact of the required reduction in force. We have already
terminated over 3700 positions, and that number will continue to
climb over the days ahead.

Even with every agency cutting back to live within their
appropriations, there will be certain unavoidable deficiencies
(i.e. Debt Service —$17 million. Unemployment Insurance —$6 million),
and we are fighting to limit a potential $5l million deficiency
in Medicaid accounts (a deficit rooted in the unobtainable chronic
hospital savings relied upon in 5.2222).

Through the end of October, we have reverted $3B million in
funds encumbered prior to July, 1981 which had not been spent;
and we have included that revenue in our current balance sheet...a
balance sheet that shows the state operating without a surplus.

Historically, reversions are used to balance deficiency requests.
Next spring, when we know enough to make a realistic estimate of the
June 30, 1982 reversions, we will be able to allocate any potential
surplus among specific deficiency accounts.

These bills appropriate across the board, to agencies that need
the funds and those that do not, based only on the distribution of
employees in specific bargaining units. That would be a foolish
allocation of resources.

When the full year's reversions can be better estimated, and
we know what is available, we can allocate funds on a priority
basis to those programs and agencies in critical need.

To appropriate these funds now would be irresponsible.

It cannot be done.

It has also been suggested in the debate over these appropriation
bills, that I have the power to line item reduce expenditures; that
I could have, with the stroke of a pen, vetoed a portion of the local
aid money. But to have done so, especially given the dispute overthe local aid formula, would have caused chaos in the cities and towns

FISCAL 1982 OBLIGATIONS AND EXCEPTIONS
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The state budget was already three weeks late and it would have
been intolerable to continue to leave the municipalities uncertainas to their financial status.

I made every attempt to educate the public and your
Honorable Bodies as to what the state could afford. Yet the
decision was made to provide an additional $303 million in
additional aid to or payments on behalf of cities and towns,
including $265 million in new direct aid.

It is now our obligation to manage state government
within the austere appropriations provided in Chapter 351, and
those minimal and unavoidable deficiencies that will be necessary.

The spending plan letters sent out by Secretary Hanley
to all spending agencies on July 24, 1981, made it clear toevery state manager that the costs of collective bargaining
for fiscal 1982 must be absorbed within existing appropriations.

At Cabinet meetings and discussions with commissioners
and agency heads I have consistently directed that the necessary
terminations proceed.

There are only five agencies in state government that
have been excused from that mandate:

Department of Revenue; Every employee in this Department
brings in many times his/her salary in collections. To
reduce the force here would be a classic case of shooting
the state in the foot.

Department of Corrections; Department of Youth Services,
State Police, MDC Police: The one area where we will not
allow a reduction in services is public safety. Time
and again those who support reductions in state spending
have made an exception for public safety. This administration
is committed to the battle against crime and that commitment
is the only one which exceeds our dedication to prevent
new taxes.

It is out of that commitment that I today signed
H.7223 in toto, thus avoiding the need to terminate state police
officers.

One other area has been exempted from these reductions:
those employees involved in the Mental Retardation consent
decrees in the Department of Mental Health.

While this administration continues to pursue every legal
avenue that would modify the staffing patterns established in
the Consent Decrees, we must continue to meet those obligations
until such time as modifications are approved.

The Commonwealth has been enjoined by the Federal Distric
Courts from terminating any employee covered by the consent
decrees. A supplemental appropriation bill, H.7098, has already
been submitted to meet consent decree costs. Unless and until
the legal obligation is lifted, we must meet these mental
retardation expenditures.

I

I
We are prepared to meet our obligations. We are prepared

to manage the Commonwealth through fiscal 1982 without now
taxes. But to do so we need your cooperation and support.
A legislative insistence on appropriating what is not there can
only result in new taxation.
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Article LXIII, Section 4 of the Amendments to the Constitution
requires of special appropriation bills that "such bills shall
provide the specific means for defraying the appropriations
therein contained."

Secretary Hanley has categorically stated the money is not
there.

I say to you, show us how these appropriation bills are
defrayed.

We are more than willing to listen to your explanations, your
suggestions and your recommendations. But until we see a balanced
state budget that allows for this additional $27,277,666, we cannot
accept it.

In closing let me restate the fundamental points contained
in this message:

Employees are entitled to their raises, and
we intend to implement them without the
additional agency appropriations that would
result in new taxes.

Those who said collective bargaining was
fully funded in the General Appropriation Bill
were either mistaken or intentionally misleading.
But we will make the necessary reduction in force
required to meet our contractual obligations
within existing appropriations.

Your Honorable Bodies made the decision to
give greater priority to local aid, even to
the extent of giving out more to some communities
than was lost: we must now live within the
consequences of that decision

At best, maintaining the balance between
fiscal 1982 revenues and expenditures is
difficult.

We need your cooperation and support
for revenue enhancement and expenditure
reduction to maintain that balance under
existing appropriations.

Reversions collected through October, 1981
total $3B million, an amount which is included
in our current balance sheets a balance
sheet that shows that the state is operating
without a surplus.

Reversions expected on June 30, 1982 cannot
be accurately predicted until much later
in the fiscal year; and will undoubtedly
be needed to meet unavoidable deficiencies.

CONCLUSION
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When the full year's reversions can be
accurately estimated, they should be allocated
to priority programs with critical needs
they should not be appropriated across the
board based on the distribution of employees
in a particular bargaining unit.

We cannot and will not appropriate money
we do not have.

I
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