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Facilitator’'s Note:
Greet audience

1. I'd like to offer a brief overview of what's to come in the course of the
presentation. We're going to talk about...

2. Incorporate introduction of participants by asking participants to state:
- hame
- where from
- what they hope to gain from presentation

Notes:

*There’s also another side...the REVENUE side—where the money comes
from. Can't talk about budget, or make a budget, without understanding and
keeping this other side in mind.

*Before jumping into the guts of the budget, worth stepping back and asking
ourselves, Why do we HAVE a state budget in the first place? Why spend
money through government, rather than each person buying the things they
want individually?
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Facilitator’'s Note:

Depending on group size each person either says this to the group or in small
groups. The facilitator uses this as an opportunity to have people name as many
different things as possible to remind people of why they care about government. If
a few things are mentioned by everyone, try to suggest others or think of them.
Maybe write everything on the board.
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Facilitator’'s Note:

Budget is the single most encompassing, important document the government
produces each year to enact solutions to those goals that we decide to solve
together. It's how the rubber hits the road, and, in an inescapably concrete way, a
statement of our values and priorities as a society/community. So, not just wonky
numbers—public finance IS...
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It is how we work together to educate our children...

There are over 1 million children in Massachusetts Public Schools
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...keep our communities safe...

Public Safety is an important part of every healthy community
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...provide access to information and community building activities...

Most people don’t realize that state and local government provides funds for
playgrounds, libraries, rinks, and pools.
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...keep ourselves healthy...

Again, state and local governments have created specific public structures that
provide healthcare, such as Community Health Centers, clinics, school health

programs, various public health programs (anti-smoking programs, disease
prevention, immunization)
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...keep our water safe and our air clean...

There are lots of local programs that make sure that when we turn on the faucet that
the water is drinkable and that the air we breathe is clean. These programs include
sewer systems, water pipes, and pollutant restrictions on factories.

You may already know that the current administration has a Clean Skies Initiative
and a Healthy Forests Initiative.

ONE Massachusetts



...strive for justice...

Our country is built on the rule of law with a constitution and a whole set of federal
and state laws, and we have courts to prosecute people who break laws and jails to
put them in if they are found guilty.
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...get ourselves from place to place...

Government has all kinds of public structures that do everything from repair country
roads to provide mass public transportation to suburban and urban areas. Some
day we’ll get a picture of the MBTA instead of the Washington Metro.
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...and provide a safety net for the most vulnerable.

We could have a thousand pictures here for the various kinds of human service
programs that serve our poor, our elderly, and our disabled.
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Facilitator's Notes

We've just seen pictures of all the various public structures supported by state and
local taxes that do everything from educate our children to repairing our roads and
keeping our air and water clean. This slide comes from a similar group to ONE
Massachusetts in Wisconsin, just showing that every state in the Union needs
balanced revenue sources to support their public structures.
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Facilitator's Notes

The percentage of personal income, including capital gains, is down $2 billion from

the 1990s. Is less than 6% of your income a lot to pay for your state taxes?

ONE Massachusetts

14



Massachusetts State and Local Tax Revenue Trends, F Y 1977-2005
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Facilitator’'s Note:

This table shows how much we pay in state and local taxes as a share of our
personal income. The light blue is local taxes, and the dark blue is state taxes.
You can see that there was a big drop in property taxes in the 1980s when
Proposition 2 ¥z passed, but state taxes have dropped too. We've had 15 state
and local tax cuts in the last 15 years, and so we’ve had less money to spend.

Current tax regime provides less revenue (as a share of resources) than
Massachusetts has provided historically.

We pay less in taxes now than we did in 1977, leading to funding cuts for important
services.
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Facilitator’'s Note:

Introduce the problem: Government does all of those important things, but because
of tax cuts it has less and less capacity to do them well. During the 1990s we
were one of the most aggressive tax cutting states in the nation, cutting taxes by
over three billion dollars. As a result, when the economy cooled in 2001 we were
forced to cut critical services severely.

1. Cuts in Education, are one prime example. Our state was one of the most
aggressive tax cutting states in the nation in the 1990s. As a result, when the
economy cooled in 2001 we were forced to cut critical services, like chapter 70
education, severely.

2. Look at the chart beginning in fiscal year 2002 and notice we are spending $353
million below what we were spending then.

3. Note: The chart lists nominal and real spending. Nominal is the number of
dollars spent. Real adjusts those dollars for inflation. If inflation is 3% then $100
last year becomes $103.00 this year.
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Change in Real Per Pupil State Revenue
for Primary and Secondary Education, FY02 to FY04
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Facilitator’'s Note:

While the entire country cut education during the recession, we had to deal with
both the recession and our tax cuts. We cut four times more deeply than average.
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Facilitator’'s Note:

Many years ago, Mark Roosevelt, who led education reform in the 1980s, said that
Massachusetts led in two important industries; cranberries and the knowledge
industry, which is better known as our higher education system, which is still one of
the best in the country. Well, Wisconsin took us over as Cranberry King, and we are
putting our state’s economic future at risk by under funding our higher education
system. | mean, 17.5% is a big cut. Think of how that would affect your home
budget if you had to take a cut of 17.5%. There’s a fact that children who graduate
from our state colleges and universities stay and work in Massachusetts.

In addition, cuts in higher education funding are particularly damaging because we
are highly dependent upon the education and skills of our workers to drive our
economy.
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Facilitator’'s Note:

1. Another example of cuts in spending come in the area of public health and our
state’s hugely effective anti-smoking campaign.

2. We used to spend about 50 million dollars a year on this and smoking rates
declined dramatically. You see here how that budget has been cut drastically?
The smoking rates have increased as a result of it. (Smoking is just one example
of the health promotion and prevention programs that have been cut over the
years. Another example would be infectious disease tracking or vaccination. The
number of drug-resistant cases of tuberculosis are on the rise in Massachusetts.
Somewhere between 300,000 and 660,000 people have latent cases of
tuberculosis.)

3. Note: The chart lists nominal and real spending. Nominal is the number of
dollars spent. “Real” adjusts those dollars for inflation. If inflation is 3% then
$100 last year becomes $103.00 this year.
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Facilitator’'s Note:

1. The environment—same situation. Quote above is from a leaked report from an
environmental official in the Romney Administration. This government structure
is charged with providing us with everything from toxic waste cleanup to making
sure our water supplies are protected and our air is clean.

2. Note: The chart lists nominal and real spending. Nominal is the number of
dollars spent. “Real” adjusts those dollars for inflation. If inflation is 3% then
$100 last year becomes $103.00 this year.
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Facilitator’'s Note:

1. Finally, cuts in local aid have resulted in less funding for local services, like fire
and police and trash pickup. When the state provides less we see fewer basic
local services and costs shifting to property taxes.

2. These examples clearly illustrate how decades of tax cuts impact our budget
and the revenues we have to spend on essential services.

3. The chart lists nominal and “real” spending. Nominal is the number of dollars
spent. “Real” adjusts those dollars for inflation. If inflation is 3% then $100 last
year becomes $103.00 this year.
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A Decade of Tax Cuts Leaves a Permanent Gap
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Facilitator's Note:

Walk through this slide and explain how tax cuts during the dot com bubble led to budget cuts in the
recession and a continuing problem today.

How did we get to our present day $27 Billion dollar shortfall, a structural deficit?

(Press button) The yellow line represents our actual tax revenue from 1992 to 2006. You can see
a big drop in 2000, and it's not just because of the recession. It's because we instituted a number
of tax cuts during that time. At the high end of 2000, times were real good, so we introduced a
number of tax cuts. Do you remember Gov. Cellucci saying “We can cut the income tax without
cutting any services. Our economy is so good we won't have to cut services?”

3. (Press button) The blue area indicates the amount of revenue that would have been available
each year if the economy had just grown at 3% and had there been no tax cuts (approximately
the average rate of growth over the last 50 years). There’s our structural deficit right there,
between the yellow and the blue line.

4. (Press button) When the economy was booming in the 1990s, baseline revenues (the amount the
state would have collected without changes in tax laws) increased dramatically, as indicated by
the purple area in this chart.

5. While the economy and tax revenue were growing at well above historic rates, the state could
have prepared for the end of the boom by using the revenue caused by the boom to pay for one-
time costs (like building roads, bridges and schools; making more deposits into the rainy day
fund; paying down state debts and other obligations or giving one-time tax cuts).
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Distribution of the 2001-2006 Federal Tax Cutsin M assachusetts /
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This chart show the $6 billion in tax cuts as enacted by the current administration.
As you can see, the top 1% is literally off the charts, while the lowest 20% of the
Commonwealth, which only earns $11,000 a year, got 68 bucks.
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Manufacturing Employment in Massachusetts, 1990-2 006
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Facilitator's Notes

Early 90’s manufacturing sector losing jobs. Manufacturers ask for, and receive,
single sales factor (tax break). Despite tax break, continued to lose manufacturing
jobs. Why? We're losing manufacturing jobs for reasons that have nothing to do
with state taxes.
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Facilitator’'s Note:
This is the spending pie for FY08.

Here’s a handout to give you some sources for more information.

-The Administration: http://www.mass.gov/bb/
-The Legislature: http://www.mass.gov/legis/

-Budget Analysis: Mass Budget and Policy Center, http://www.massbudget.org/ and

Mass Taxpayers Foundation, http://www.masstaxpayers.org/

Now 31.12 billion dollars is a lot of money, and it’s larger than FY 07 and FY 06.
How can we possibly rationalize a chart that says the pie is getting smaller and

smaller?

Possible answers—general increases in cost of living: energy, rent, salaries, health

care, etc.
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(push button) When the budget was first written, the governor took money out of the
stabilization fund.

(push button) The lottery revenue was estimated at about $100 million more than
what we actually expect to collect

(push button) This represents the various new costs
(push button) The health reform act cost more than what was originally anticipated

(push button) The revenue from fiscal year 08 actually grew more rapidly than was
expected. Right now, the apparent budget gap is approximately $785 million.

(push button) In fiscal year 09, we expect an increase in health costs...
(push button) ...and new education costs.
(push button) This part shows the effect of inflation on various government costs.

(push button) The tax revenue for fiscal year 09 is expected to grow. At this point,
we have a $1.2 billion gap. To fix this, the governor plans on...

(push button)...closing corporate tax loopholes...
(push button)...improving tax enforcement
(push button)...collecting gaming revenues...

(push button)...and taking some money out of the state’s “rainy day fund.” As you
can see, there is still a gap, which will be closed with budget cuts.
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Facilitator’'s Note:

Every year in the middle of the summer, (right after the legislature has finished
debating the current fiscal year budget) the Administration sends out a long memo
to each Secretariat asking them to start preparing a “maintenance budget.” Ask
participants what they think a maintenance budget is and what experience they
have had in their family or at their workplace preparing a budget.

Possible answers—Estimating the cost of maintaining the current level of program.
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Facilitator’'s Note:

Here’s an example of how the administration started figuring out the how much they
would have to spend on families needing financial assistance after “welfare reform.”
If this budget covers the FY99 when did they start to work on the maintenance
budget and how do you think they estimated the number of recipients that would
drop out and how much each would cost?

Possible answer—Since the FY99 goes from July 1, 1998, to June 31, 1999, they
must have begun developing the maintenance budget during the summer of 1997.
They must have tried to calculate how many recipients two—year limit would end

and estimate how many new recipients would apply.

ONE Massachusetts
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Facilitator’'s Note:
*They’re always wrong.
*Think of why estimated budgets must always be wrong?

*Possible answers—sometimes because of mistakes in calculations; sometimes
because of unexpected or unpredicted economic conditions or environmental (think
of towns predicting snow removal, think of families estimating medical expenses);
sometimes because of deliberate overestimates or underestimates due to policy
priorities, (think of promising to cut welfare or health costs for public employees).

*The top two remedial actions of passing supplemental or deficiency budgets
happen when the Governor submits an official document recommending increases
or cuts and the Legislature debates and passes it.

*The Governor can do by himself/herself.

ONE Massachusetts
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Facilitator’s Note:
*Here are some current hot debates on budget and taxes... (go through topics)
*What else do people know about?

ONE Massachusetts
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Facilitator's Note:
This is an exercise to help people put public spending in context by comparing what we purchase

1.

together through government to things we pay for privately.

Facilitator should review exercise handout before presentation and should figure out ahead of
time how to break participants out for this exercise—either in small groups or individually
depending on audience size. If exercise is done in small groups, “amount you think we spend”
should be done by individuals and "amount we should spend” should be worked out as a group.

The exercise demonstrates the vast difference between what people think we spend, what
people think we should spend and what is actually spent. The overall point is to get people
thinking about the state budget as a process by which we all make decisions together.

Handout the budget form and ask participants to complete it based on the notion that “for each
dollar earned in this state, how many cents do we spend for each of these things?” Remind
participants that these are just some of the things that the state and individuals pay for—so these
will not total out to 100. Point out that some large state spending categories are not included
here, like local aid and health care, and that the “discretionary spending” items don’t include key
expenditures like housing or transportation.

After allotted time, give a three minute wrap up request and ask participants to join back together
for a review.

Ask for each group or several individuals to offer their results and write them on a flip chart with a
pre-written chart for fill-in. Also ask participants who worked in groups to explain their process for
arriving at their “we should spend numbers.” How did participants negotiate or compromise?

People are usually amazed by the numbers posted. Point out how participants think we should
be spending more than what they think we are spending on these important items—which is
actually the same for most people when given the opportunity to think about it.
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Facilitator’'s Note:
This chart shows what we actually spend, as a state, on these important items.
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Massachusetts State and Local Tax Revenue Trends, F Y 1977-2005
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Facilitator’'s Note:

1. Knowing that costs have risen significantly in the last two decades, why then,
are we paying less in taxes as a portion of our income than we were then? How
can we pay for all our budget priorities if we are putting in less and less?

2. Here’s another way to look at the amount we spend to fund those services and
goods that the government provides. The graph shows that state and local taxes
are about 10% of our income—Ilower than what we spent in the 80’s and 90’s.
The dark blue on the bottom of the bar shows state taxes and the light blue
shows local or property taxes.

3. To put this in dollar amounts -- we are spending a little over a billion dollars
LESS than what we spent in the 90’s. Why, then, do so many insist that taxes
are rising?
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Facilitator’'s Note:

Ask the audience what it takes to build a strong foundation to support healthy
communities and broadly shared prosperity for our families. Possible answer—good
schools, safe neighborhoods, strong safety nets, training and work supports, clear
air and water, roads and bridges, parks, playgrounds, libraries, etc.

ONE Massachusetts

36



