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The fiscal forecasts could have political
repercussions in the ongoing debate about  poRE:

whether the state should cut the income tax  Globe City/Region stories
rate to 5 percent. Latest local news

Gov. Mitt Romney has long pushed for the
cut. Last week Attorney General Thomas Reilly, who is running for
governor, said he wants to cut the tax rate "as soon as we possibly
can" if the economy continues to improve.

The economic forecasts pegged state revenues at about $18 billion
for the 2006 fiscal year, which began July 1. That's roughly $1 billion
more than the current fiscal year. The forecasts predict the growth of
about another billion dollars for 2007.

Despite the increase, the state's budget remains tight, with most of
the new revenue going to cover the growth of existing programs,
including Medicaid education, and debt, said Michael Widmer of the
business-backed Massachusetts Taxpayers Foundation.

"I don't see this situation changing anytime soon," he told a hearing
of the House and Senate Ways and Means Committees.

Widmer said the state could ill afford cutting the state income tax
from the current 5.3 percent.

Unlike the boom that followed the fiscal crunch of the late 1980s and
early 1990s, Massachusetts is experiencing a "brain drain,"
according to economist Alan Clayton-Matthews with the Center of
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Urban and Regional Policy at Northeastern University.

"It's hard to see how that is going to turn around like it did in the 80's
and 90's," he said.

David Tuerck, an economics professor at Suffolk University and
executive director of the Beacon Hill Institute, said that while the
state's economy is lagging behind the nation, it remains healthy.

"There is a tendency to be overly gloomy," he said. "l think the
economy is doing quite well."

Secretary of Administration and Finance Thomas Trimarco,
Romney's budget chief, acknowledged the state's sluggish job
growth.

"At some time you have to ask the question, why is that happening?
Maybe tax policy has something to do with that," he said.

While Romney has vigorously endorsed the tax cut, Reilly is more
cautious.

Last week Reilly said the tax rate should be rolled back if the growth
in revenues continues into the new year. The position is at odds with
most other Democratic leaders on Beacon Hill.

Deval Patrick, who is challenging Reilly for the Democratic
nomination, said it's too soon to talk about a tax cut.

"I support the rollback when we can afford it, but we can't afford it
until we restore the local aid to cities and towns," he said. "It's the
wrong tax to cut at the wrong time."

In 2000, voters approved a ballot question to gradually reduce the
income tax rate from 5.95 to 5 percent over three years. Lawmakers
later froze the rate at 5.3 percent. ®

© Copyright 2005 Associated Press. All rights reserved. This material may not be
published, broadcast, rewritten, or redistributed.

Ads by Google

Hong Kong Economy

Economic performance, analysis, business news & trends of Hong Kong
www.tdctrade.com

China Growth Report

Invest in China's growth industries & their leading stocks. Free Report
www.ChinalnvestorReport.com/

Macroeconomic Advisers

US economic modeling, forecasting, and commentary
www.macroadvisers.com

what's this?

MORE:

Globe City/Region stories | Latest local news | Globe front page |
Boston.com

SIGN UP FOR: Globe Headlines e-mail | Breaking News Alerts

Page 2 of 3

LATEST LOCAL NEWS

¥ Monday's Sports Transactions

¥ Days of 'arrogance' are gone, UnumProvi
¥ Friday storm damaged Cape Cod oyster 1
F Two to share Red Sox GM job

k Federal investigators probing two fatal sh
Boston police

¥ More local news

BOSTON.COM'S MOST E-MAILED

» Sellers chop asking prices as housing me
F Long waits for doctors targeted

¥ We feel your pain... and your happiness t
¥ Is UMass Pricing Out Kids Like Joe Drury
k Deeds earn place among the righteous

k See full list of most e-mailed

SEARCH THE ARCHIVES

F Advanced search

ADVERTISEMENT

Start saving on every call with Vonage.
Sign up now and get 1 FREE month of phc
www.vonage.com

http://www.boston.com/news/local/massachusetts/articles/2005/12/12/economists predict...

12/13/2005



Economists predict modest revenues, sluggish job growth for next two years - Boston.com Page 3 of 3

&h PRINTER FRIENDLY [ E-MAIL TO A FRIEND AVAILABLE RSS FEEDS @ MOST E-MAILED

VONAGE -
Onack LO/JACK

VONAGE: Get VO‘fr first Protect Your Vehicle with L.L.Bean: F
month FREE! LoJack. Click Here plus gift

feedback form | help | site index | globe archives | rss s i ™ -
© 20 The New York Times Company 0 Best BI.I}F Gift Car

http://www.boston.com/news/local/massachusetts/articles/2005/12/12/economists predict... 12/13/2005



