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Question 3 Proponents Inflate State Spending 
 

In order to try to minimize the enormous consequences of Question 3, the proponents argue 
incorrectly that total state spending is $52 billion when the correct number is approximately $32 
billion, as shown on page 137 of the 2009 Comprehensive Annual Financial Report (see copy 
attached). 
 
For their inflated estimates, proponents cite page 164 of the 2009 Comprehensive Annual 
Financial Report, which lists total expenditures and other financing uses at $51.789. However, 
this inflated figure includes a long list of items that are not part of the state’s annual operating 
budget, including gross lottery receipts, capital spending, and transfers among funds, most of 
which constitutes double counting and is not spending at all. 
 
• Gross Lottery Receipts – Page 164 lists spending for the “Treasurer and Receiver-General” at 

$5.097 billion for fiscal 2009. This amount includes $4.8 billion in gross lottery receipts, 
broken down as follows: 

− $3.69 billion in prizes distributed to winners; 
− $106 million in operating costs; 
− Slightly more than $1 billion in distribution of lottery funds that is also included in the $1.7 

billion under “Administration and Finance.” In short, the only portion of the $4.8 billion 
that actually makes its way into the state budget has been counted twice on page 164. 

 
• Capital Spending – Page 164 includes $2.9 billion of capital spending which is not part of the 

operating budget. Of that total, $2.5 billion is for new capital spending and $390 million 
simply reflects refinancing of existing bonds with no spending whatsoever.  Capital spending 
is funded through the sale of 20- and 30-year bonds; the principal and interest on the bonds is 
paid from the operating budget as debt service. Therefore, including capital spending 
amounts to double counting. 

 
Fund Transfers – Page 164 includes $7.9 billion in transfers among various funds, almost all of 
which is not spending at all but rather an accounting of the flow of funds.  The General Fund is 
the state’s major fund, but there are many other funds which hold money for specific purposes.  
The $7.9 billion in fund transfers simply reflects the movement of dollars from one fund to 
another, similar to an individual moving money from one savings account to another; there is no 
spending involved in transferring funds.  For example, there are $1.5 billion in health care 
expenditures and $2 billion in debt service payments that are included in the $7.9 billion of fund 
transfers but which are already reflected in the $32 billion operating budget and included in other 
items on page 164.  This is another example of double counting in the $52 billion. 
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The Foundation’s report, Question 3: Heading Over the Cliff, concludes that voter approval of 
Question 3 would result in across-the-board cuts of approximately 30 percent in virtually all state 
programs, including local aid, higher education, human services, prisons, courts, environmental 
protection, and state parks and beaches. 

 
The Massachusetts Taxpayers Foundation is an independent, nonprofit organization that 
conducts research on state and local taxes, government spending, and the economy. Founded in 
1932, the Foundation has won numerous prestigious national awards over the last decade for its 
work on business costs, capital spending, state finances, MBTA restructuring, state government 
reform, and health care. 
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