


second in the nation.  Economic indicators show our performance during this recession is significantly
better than Rhode Island’s performance during the recession of the early 90’s, and better than that of
most other states currently.

I believe my budget will benefit all Rhode Islanders in the long run, and that by sharing in the pain
together in the short term, we can emerge as a state which is financially stable with tremendous
opportunities for economic prosperity.

In building this budget, I had to make some hard choices.  These choices were presented and evaluated
in terms of the appropriate balance between the burden to be borne by the Rhode Island taxpayer, and
the burden to be borne by those served by or benefiting from government.  I will not ask Rhode
Islanders to pay more income tax or sales tax.  They pay enough.  However, I do think it is appropriate
to increase the State’s share of resources generated from video lottery terminals, or VLTs, at Lincoln
Park and Newport Grand.  Other parties have benefited too much from this growing stream of revenue.
With the installation of 1,825 new machines, these revenues will be increasing.  I propose to change the
splits on the VLTs in order to garner an additional $48.1 million for the taxpayers in FY 2004.  I propose
accelerating the scheduled increase in the cigarette tax adopted by the General Assembly.  This would
increase the tax by an additional eleven cents per pack and result in an additional $8.3 million in
revenues in FY 2004.

Even with these increased resources, our budget shortfall is significant.  Expenditures for public safety
activities are increasing by $14.3 million or 5.3%.  The Department of Corrections has experienced
record high population levels, putting tremendous pressure on the budget.  I have recommended
additional resources for on-site or video arraignments to improve the efficiency of the criminal justice
system.  We need to investigate alternatives to incarceration and review our sentencing policies.
Sentencing reform needs to be the result of a thoughtful process involving many participants, and should
not be done in haste.  My budget provides the funds we estimate will be needed to keep prisoners locked
up based on our current sentencing guidelines.  The growth in costs for the Department of Corrections is
one of the forces which require other state government expenditures to be constrained or reduced.

Twenty-one agencies in state government will receive fewer state dollars in FY 2004 than recommended
for FY 2003, and state hiring will continue to be restrained.  Due to the growth in salary and benefit
costs for public servants, I am recommending that beginning in FY 2004, state employees and teachers
shall contribute two percent more of their salary to the pension fund to reduce the burden on the state.
This will reduce state costs by $18.1 million, $13.4 million of which is funded by general revenues.
This proposal will also result in lower costs for local governments as their required employer
contributions for teachers will be reduced by approximately $9.5 million.

This expenditure relief will assist local governments in dealing with very modest increases in local
education aid.  State education aid distributed to communities is level funded.  Rest assured that no
community will receive less than in FY 2003.  Taking into account all aid to education, the FY 2004
budget provides $740.9 million, an increase of $10.2 million over the FY 2003 revised recommendation.
My budget provides a $1.8






