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FFICE OF TEE GOVERhL & RELEASE: P.M. - Tuesday

Sacramento, California January 2, 1968

Contact: Paul Beck . (PLEASE GUARD AGAINST PREMATURE RELEASE

445-4571 1.8.08
TEXT OF THE GOVERNOR'S STATE~OF~THE-

STATE MESSAGE TO A JOINT SESSION
OF THE CALIFORNIA STATE LEGISLATURE

Welcome back. It hardly seems like you've been away. I've

“nissed you~-I think?

We meet here today~«members of two branches of the California
state government, and members of the twovmajor political parties-§—in
common cause: the oeople's business.

What wé do here——énd what we fail to do he?e——will affect every
citizen of our state. We are, for better or for worse, part of the
life of every man.

The compelling isSues which face ouf people are not partisané—in
nature or splﬁtiona The burden of taxation presses down ﬁpon Democrat
and Republican alike, The smég we breathe brings disease without
zegand to politicalvallianceu The search for a havnier, healthier,
fﬁmorekproﬂuctive life is shared by the vast majority ofrour citizens.

rmaose hewve of good will and serious intent know this to bekt¥ue,
‘We alco know that attznlanne to these issues cannc@ywait_for,
#
another yezr or another session. There is no timé, there is no room,
there is no defense, for the personal squabble or the partisan‘
obstxruction.
- There is ro@@—wand there will be need--for debate; between our
parties and'betWéén the branches of our government. Let there be such
debate; it is avpart of the power and the protéction of our system.

But let it be on the issues, and on the merits and demerits of programs

and vroovosals.

e 5o, at the outset of this session and of this message, I issue

a .
you an invitation and/challenge:

-—j0oin with me---together we can make this a meaningful and a
constructive year for California;
--join together in ascribing and achieving the great, the bold,

the compassionate and dynamic dimengions of a California purpose which
“1-
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will fit the needswand the dreams of our oveople.

Only in this way can we be prowmer partners in the goal and
purvose of every man.

2nd if this be idealistic, let me remind you that we are here
today in part because of idealisms: |

~~the ideals we carfied in campaigns (which should be with us
even now), and

~-the ideals the voters vlaced within our trust when they sent
us here to serve. -

It is time for these ideals and this trust to fake precedence
over volitics; that is the basis and the thrust fo% the program I
outline for you foday. |

One‘year and five days ago I stood‘on the west stewvs of this
great Capitol and told the peovle of California:

"We will put our fiscalrhouse in ordet. And as we do, we will
build those things we need to make our state a better plaée in Whichk
to live and we will enjoy them more knowing we can afford them and
they are vaid for." v i |

Since‘tﬁen;’a great améunt.of the éime and effort of my administra~
tion has been giyen to keéping thié!commitment~—t0gpulling our state
government from the brink of fiscal catas#rophe; austerity was an
essential »relude to vrogress, |

Sometimes to the cries of anguish, sometimes to the cheers of
agreement,;but always with responsibility to the taxpayer in mind,rwe
have "cut‘and squeézed.and trimmed." In the little itéms; which add
up to the big bills, and in the big items, which help to foster thé_

nightmare of big government svending, we have reduced costs, improved

|
\

efficiency, and installed tiéhter control.
Thatfjob‘is‘not yet completed; far from it. There ié still much
to be doné: it will bg,done, We wil} céntinﬁe tolcut’aﬁd Squeeze and
trim so thét we get the most for each ahd every dollar we spend;  We
are determined that‘this gbvernmeht will live wiﬁhin the means of the
taxpayers who pay its costs. We should bear in mind that ouﬁ fiécal,

problems will be just as tough this Year as they were‘last yéar.

—
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The fihal 1967-08 budget was approximatel§ w@thin the projected
increase in state revenues due to economic growtﬁ. Most significantly,
that budget reduced by 50 vercent the previous trend of budgetary
increases. |

The budget which I will present for the fiscal year 1968-69

will also be within the limits of expected increases in state revenues.

‘We cannot take our veopvle, or their government, into debt and we will

not ask for increased taxes, indeed we shall ovnose any such suggestion.

Last year we sought, and you aporoved, a measure which would

enable us to vroceed with the reorganization of the executive branch

of state government. This is necessary if that branch is to serve

the people efiiciently and effectively. During this session we will
pragent to you the dimensions and details of that reorganization plan.
It deserves your support and approval.

& further reorganization which I will be sénding to you has to

do with the selection of judges. It is time, once and for all, to

foda

wake the z2lection of judges out of politics. Instead, selection will

e based on merit and gualifications. I am pleased to inform you that

S

this Adminis=ration's judicial selection vlan has the wholehearted

gsupport of thzs Judicial Couz=til and the g+ate Bar of Ccalifornias S

ils plan will make it vossible for Californians to take the pride in
their judicial system which it so richly deserves. I commend this plan
o you and earnestly solicit your supvort.

Also during:the past year, a task force of moreAthan 240 men-—-—

citizens widely recognized for their expertise in efficiency and cost-

i

control--surveyed every department within the executive branch.

These volunteers--men from many areas of entervrise and both political

parties--served without cost to the taxpayer and without svecial

- favor from the government. They reviewed the operations of some sixty

different departments and divisions on the basis_of efficiency, .

economy, and the best interests of the taxoayer.

i
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‘We have already begun to implement some of their recommendations,
based on preliminary reports. |
| The Formal recommendations of the task force are to be,presentedv
to me early in February. At that time we shall review all of the
some 1,800 suggestions made, and determine those which should and can
be put into action. .

Those which will require’legislation will be quickly bfought to
you for consideration and approval. It has been estimated that oncéhw

many of these recommendations are in effect, we can save the state
perhaps $100 million~-~and much of that‘on:an annual bésis.

I understand that some of the excellent rec&mmendations,which
the report contains originated with ouxr own staté employees; men and
women who at long last were given aﬁ opportunity to make creafiVe

‘suggestions with the knowledge that constructive‘action»would a2
taken. We owe these employees our gratitude for their cooperai ..
and concern.

At the same time that we éontinue cutting the administrative
costs of state government, we must face'up to our'problems’in‘taxa-
“tion. |

In the 1967 session we promised that $155 million of the

1968-69 5udge§“would be uééd fornpropérty tax reliéfq We iﬁtenﬂ to
keep that promise. I will propose to gqu a method which'will“direct
this relief té:the people thrOugh'our eéucationai’system. One way
is by assuming the local property tava;rden of the junior colleges.
Another is through the secondary system.

We are commited, in next year's budget, to include a proVision

for special property tax relief for the elderly. This will total

approximately $Z2 millien  and we will honor that commitment.

'z is not the

2

We will also provide for inventory tax relief,
proper:or preductive function of taxation to stimulate the warelouse

industry in neig}boring:states; it is not the proper or equitable

function of taxation to forcz the own=rs of small papa-and-mama stores’

2

b.J

to spend their midnicht hours doing

s

ockxeeping for the state govern=
meat. We must put an €ad to such fharasamc:ta |

But all ¢f this, wﬁich w2 interd to do, doas noht face up to
what really must be done about £axe$ in Califo;nia.

There has been no substantial tax reform in this state govern-
ment since 1933. In that year, we were primarily an agricultural

‘soclety with a population of about six million. ‘Today we are a
—'A_‘ . : . N
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highly industrialized state with almost 20 million citizens.

During those thirty-five years, Califotnia has undergone
tremendous change-—-

~-we& have known the pressures‘of depressions and wars;

--we have experienced population explosions, ihdustrial

expansion and the growth of the supermcity;

~--~the cost of our state government has risen from just

under $§fg311ion a year to over $5 billion.

We have been through some of the most sweeping social, econonmic

and political changes of any state in the nation. Yet through it

all, the continued approach to taxation has been add-ons and gimmicks

‘and gadgéts and unkept promises. We have added patches to the patch-

work until today we have a crazy-quilt structure which is neither
equitable nor effective.

It will come as no surprise to you that I will propose a major

tax reform measure for your consideration during this session. We

: : V : final
must overhaul our tax structure; we must do it now. Since the /report
of a citizens' task foraz studying tax reform won't be delivered to

me until this afternoon, some of the stories on what I will recommend

are a little



and, ;
premature / like tk report of Mark Twain's de( 1, somewhat

éxaggefated.

Any significantqtax reform program in our state must involve a
reallocation of the functiohs and tax resources of our goverhments
at both the state and local level. VJust as Washington:should return
certain responsibilities and revenues to the states, the states shouid
continue to return certain function; and ta; sources to the cities .
and counties. To ignore this fact is to ignoré the needs of our citizens

The present patchwork system is incapable of keeping Dace with
our economy. 'To continue‘it means to continue having to seek new
sources of reveﬁue and to change rates every few years.. Orderly
planning by government, business and the citizen is iﬁposs??f;'
- have a positive business climate which willkmake‘our state attratgg;g
' to businesses and industries seeking new locations we must‘eliminate
uncertainty as to future policy, have a récordnof financial stabilitY'
and a settled tax policy that miﬁimizes the need for frequent adjust-
ment of either tax base or rate,. | |

Local ér state taxes should not be used to redistribute the - ;\

; —_ 1 «

earnings of the:citizenry. :The fedefaligovernment has pre~-empted
that field. The state's concern should’be to see that each citizen
'pays the same percéntage of his income in;state anéylocal taxes after
payment of his féderal taxes.,

Our property tax is inelastic and highly regressive, amoﬁnting
_in many instances to a 20 percent tax each year on family shelter.
it discouréges buying, retards property improVement and makés it impds-
sible for many of‘modest income to continue iiving in and owning théir
owé homes.
i The‘presént retail séles tax, with all its exemptions, still
imposes é,disproportionate burden on those of lower income. At the
same‘timefand by contrast, we find’that 9 percent of those filing

personal income tax returns pay 67 percent of the total income tax

collected.

Equitable tax reform must be based on a sense of responsiblity
to the individual taxpayer. How much of his income is he willing to

give--can he afford to pay--to state government? . What amount of his



personal resources w} 1 be spent or saved throu%” individual decisions-—--
, : - R : N

N

~and how much will he permit us to tax away and spend on his government?
for :

This must be a taxpayer's decision--not ours; we work/them, not the

other way around.

’Let there be no misunderstanding, no mistake as to what I am
saying. |

We do have a concern and rightful responéibility to the unfortunate,

ito the ill, and to the indigent. We must fulfill this responsibiiity,
and we will.

But, there is also anotherresponsibility to which this adminis-
tration will givé high priority: that is to the taxpayer, the -too~-
often forgotten man, who today is wo;king 2% hours out of every‘eight~
hour day‘just to vay his taxesf |

This is the éitizen who has no special pressufe.group_to lobby
for him. He works and sweats to ﬁake ends meet, tovpay}his bills'
and keep his family in clothes and his kids in school. He is the sourcé’

from which the blessings of tax~supported programs flow. Before

‘we can provide special services to others, we must first take the money

from him,v If he goes broke, there will be no money for Sacramento.
In a2ll our approach to government, and certainly as we attend to

the matter of tax reform, we must be fully concerned with the measure

"of‘his gain and ﬁhe size of his loss.
During’recent years California's economy has continued to expénd,
“but not rapidly enough to keep pace with the growth in our population
or the needs of‘éﬁr people. An accelerated and diversified economy
_is ﬁecessary if Wé are to havekthe jobs and job opportunities for
our people; if we areiﬁo have a stronger tax base for our governments.
- We are iﬁ many ways the “"brain bank" of the nation. We have the
too scientists, the‘top technicians, the brilliant and the skilled.
Mgﬁe need more of them to fill tﬁe job opprortunities which now exist.
But, we do not have enough jobs for’tﬁe non~technica1 and the semi-
‘skilled Who can contribute so much to our sdciefy. We must work with
the pfivate sectorfto stimﬁlate job formations for these citizens.

In 1967, 37 percent of our manufacturing industry was defense

connected. This may be economically fortunate, but it is not a



' healthy or. havpy sgl'ation. We vray for peacé(‘ﬂd fof that daykwhen
©oour meﬁ will be homelaﬁd when the energies and ¥ésources and brain
power now focused on weapbnry can be used to extend a peaceful and
productive society. We should vrepare for veace; for jobs for those
~gallant men who hopefully must soon be returned from that conflict

in Vietnam.

Accordingly, during this session I will inaugurate programs and

submit a series of measures designed to stimulate the economic growth

of California in the years ahead.

I will ask for the establishment of a Department of Human Re-

.sources Development. Its major function will be ﬁo stimulate’job
training and job retraining for those who have thé desire, but not £he
skill, to find productive jobs. It will alSo éooperate with and
expand the work of the Job Training and Placemént Cquhcil‘which was
created early lést yvear and has been under the guidénce of Bob Pinch.
A xreport from the council will be reédy soon.‘ The department élso
will work‘closely with H. C. "Chad" McClellan, whose "Management

Council for Merit Employment” has helped place in jobs many thousands

N,

of our unemployed, and has: the working cooperationof 20,000 employer:

Jobs and job training, not hand-outs---are the meaningful answexr

to poverty. N 7

ILast year our State Employment Service placea almost 600,000
peovle inrmon-agricultural jobs. .Some measure of theksﬁccess of
Mr. Mccle}lan‘and the 20,000 employers in voluntarily facing up to the
‘challenge;of unemploymént;among minority groups is the fact that 30 :

percent of those placed were members of minority groups.
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A survey, cony’ cted by U.S.C. found that( ‘3 of those hired

~under this program are still employed at an average pay rate of

Thirty oercent
$2.75 an hour (including women). /~ have moved into new homes and of

the 1/2 who left the initial job, half of them did so only to take a

better job. None left because of discrimination.

In the near future I will name & Business Advisory Council-—--

calling on the leaders of business and labor, research facilities

~and education institutions~~to work'with us to find new ways to

‘attract and create new industries to our state.

Our corporate securities law has needed an overhaul for a long
time. This past year a bi-partisan commission has worked with our
preople and has developed revisions which will protect the investor

while iﬁcreasing the efficiency of the Division of Corporations. I

~will submit this legislation to you shortly.

Despite a bad spring and considerable flooding, California

agriculture again exceeded the $4 billion ‘mark to remain a

mainstay in our economy. Still, there are lingering problems. In

gross farm income we are number one, but our farmers are caught in

~a price-cost squeeze and we rank only third in net income and many

farmers know great hardship. I am asking Earl Coke, state director

of Agriculture, to name a special task force to investigate a wide

rangé of farm problems and to report what can be done to mitigate
these problems.’
For eight months we have had a blue-ribbon task force studying

the transportation needs of our state, and the proper role of state

government in creating a blueprint for a modern statewide transporta-
tion system. The task force report will be made in March. In the
meantime, I wi;l propose to‘you 1egislation which will permit local
voters, through referendum, to determine what’types of mass tfansit

they want and how they want to finance it. (An improved and balanced

_transportation network is vital to economic growth.)

- In the meantime, administrative savings in our Highway‘Department
have resulted in more than ..$100 million -3 worth of highway
building heing started one year in advance.

We have already started to work in concert with the private

"sector and leading educational institutions to seek new ways to har-

ness- the atom and to unlock the secrets of the sea for the benefit
of our citizens. Some of the great minds of the world in these
fields are here in California. We seek their involvement in the

development of these bold new programs.
: o o 9



Water is. of, nstant importance to our § Hnomy, to our agri-

N

culture and industrial growth. To insure the completion of the

California Woter Plan, I will propose that we increase the tidelands

revenue contributions to " %25 million °‘* annually, starting in

1970-71. At the same time I will ask that bond reserve requirements

beeliminated for those tidelands revenues used to help censtruct the
California Water Plan. k

To insure proper protection for ﬁhose,millions of our citizens
who are members of organized labor, I will again call for legisla- S
tion guarantying each member the right to a secret ballot Qﬁ all
matters affecting policy of his ueion. So far I have heard no one
in government, no one in labor, advance a sound reason why a citizen
who hastthe right to vote privately on public matters with ohly his
conscience as witness should be denied that right in his union.

While you and I/wrestle here with budgéts and billione, our
citizens wrestle with the day-to-day problems of dlrty air and dlrty
water and dirty and congested streets. As someone has said, it is
a bit incongruous that while we reach for the stars we stand knee-
deep in garbage.

The needs of our daily living in this regara~are’far more com-—
plex than the problems of‘keepingiman in space. But many of the
techniqﬁes‘which have beeﬁ'deeelopedffor séatiaL life have immediate#
application for a better‘life oneeartﬁ. ,We’mustbapply'that research
for the benefit of our people. 75 Ry

1 have already charged the reconstituted boards on air resources

.and water quality control to pursue this goal. And, in the inevitabl¢

but solvable conflict between the need for great freeways and the
preservation of scenic beauty, the secretaries of Resources and
Transpertation‘have established a joint cemmittee to develop a
2balanced approach.
| Many of these problems are most aggravatlng in the great metro~b
| excent
polltan areas where 80 /gf our people reside. And, many of these
‘problems can best be answered by resourceful cooperatioh between our
state:end city and county governments.‘ This will involve a restru. .
ing of function as well as tax resource; andktbat, of course, further
underscores the need for realistic tex refornm. | |
But, none of our efforts fo build proSperity and eusfain progres
will be successful unless We also maintain a social climate of maxi-

mum freedom for the individual under the law.

For, while a society can have law and order without freedom,"

~10-



no Society,can‘loﬁ: have freedom without law {,) order. This is ﬁrue
Qhethér we are talking about our homes, our campuses or our city
streets. The breakdown of law and order can only lead to chaos and
anarchy and--eventually--to tyranny.

Every iawaabiding citizen has the right to expect his government
will insure the safety ofkhis pexrson.

Every parent has the right to expect govefnment to protect his
children from those who deal in drugs and profit from pornography.

Every homeowner and every businessman has the right to expect
his government to protect his property against the criminal, the
 arsonist, the rioter and the looter. |

I view with respect the responsible efforts of most of our
teachers whose persohal and professional values require them to pur-~
sue the truth wherever it may leaa. They are not like the few who,
in the cloak of a distortion of the meaning of academic freedom, use
the classroom and the campus for the advancement of their owh’self~,
‘interest. It seems little’ to ask that the great majority remind their.
erring colleagues of the meaning of and the reason for professional
ethics, éspecially when dealing with thé youth of a démocrétic_sociepy

~our colleges and universities were created--and are taX?'vﬁ; 3
suppo;ted——as centers of education--not staging areas for insurrection.

As I said in January of 1967, I say again in January of 1968; obey the

rules, or get out.
W

Already we are drawing up legislation which will deal with the

campus disorder--including trespass legislation to keep the disrup-

tive non-student and the trouble-makers from interfering with the
orderly process of edﬁcation°

In addiéion, we are cal I"ing a meeting of college and unlver51ty
officials and local law enforcemant officers to develop better ways
to work together during times of emergency-~and to prevent emergencies
from arising.

We will continue to seek laws to protect our young people from

bornography. A series of decisions by the United States Supreme
Court in £ecent years has established guidelines for regulating
obscénity; we will ask for measures to stiffen California laws in this
- regard, while keeping within those guidelines and aVoiding any taint
of;censorship. |

| Together With the attorney general we will ask legislation to\
strengthen our fight against organized crime, against the professional
criminal and the narcotics peddler. ThiS will include the right of our

law officers to use- electronic survelliance &quipmént under the prdper
control of judicial warrants. We must provide our law enforcement




officers with §ci§f ific capabilities which a(‘ at least equalkto
%hosé'emﬁlbyed by the criminal. | |
And, to protect our cities and our citizens from riots and
.mass disorders, we will ask that local authorities be given the power'
to issue temporary regulations such as curfews, and restrictions on
the sale cof alcohol--to help keep riots from spreadiﬁg.
To protect our citizens from the drinking driver I will ask
for a presumptive limits law. rAnd: in a further attempt to help make -
our streets and highways safe, I will seek legislation to establish
a pilot project tokdevelop the best vehicle inspection system in the
country—--using the sophisticated knowledge of the aero-space and com=-
puter sciences skills in addition to our resourceé at the University
of California. |
We must also set safety standards and regulations in’tﬁe sale
of used cars. And, we are vitally interested in and will support
legislation on motorcycle safety.k
Finally in this £field, we will seek toAcreate a pgblic, non-—.
profit corporation for coordinafed and applied research~in ttaffick
safety. I expect the private and independent sectors to join with

us in this important venture.

W

There will be-—there have been--those who challenge our attem
to meet the weifare and medical needs of the ill and the aged and

still fit these programs into the’finaﬁqial capabilities and priorities
of our taxpayers. | | | | % ’
Let me say that this‘administration will never abanddn its
proper reSponsibilities to the needy and the unfortunate in our
society. Working with the resources provided by the taxpayer, we will

continue to attend to those needs with compassion but under the pro-

per fiscal control.

We will help those who need help--and we will expect them to do

their best to help themselves.

S ; v o .
In the area of public assistance, ‘one of the very real services

we must provide is to break the chain of dependency which holds so
many of our underprivileged in its own kind of bondage. We will prc-
pose during this session measures designed to turn welfare checks into
paychecks; to help dependent citizens become independent, productive
individuals. e

I will also ask for legislation which will requireyemplOYable

welfare recipients to accept jobs or job training or be dropped from

the rolls.

-~ Y2.



A year ago the§P were just over 24,000 pat}gnts in our mental
hospitals, 'During the year, in spite of a record number of admissions,
this figure dropped to the present level of only 20,278---a decline

of 3,786. This has to be accepted as testimony to the success of our

out-patient clinics and means these thousands of patients are living
near normal lives in familiar home surroundings. We fully expect to
éeek additional funds for these clinics in the next fiscal year.

In recent weeks a number of other governors have talked to me
~about the problems they are having with Medicaid., They have proposed
joining together to ask Washington to relax its éxcessive and inflexi-
ble regulations. New York papers have’cérried stories about counties
~ forced to dfastically curtail other serQices to pay for the ever
increasing costs of Medicaid. fhe Detroit News said Michigan's infant
Medicaid program "could pull the state a long way toward é,severe»fisca;
bind.” I know of no state that is not facing a financiai crisis |
because of this program.

If we in California engage in a political numbers game with
Medi~Cal when early estimates of overspending change as mo:e knowledge
becomes available, we do a disservice to the people of California. We
‘all know and have known almost since its inception that this program
must be re-structured or it will bankrupt our state.

Laét yéar‘the state's shaie was budgeted at $151 million. A month
before our adminiétration took office, that’figure was increased almost
$30 million to $179.7 million, By early spring, wé knew it was éosting
$202 million and with only a few months to go béfore the end of the
fiscal year, all of us assumed that was the final figure and bﬁdgetéd
for the present year accordingly. Now with the fiscal year over as
well as the siximonth period in which bills could continue to be
'présented, wefknéw it cost $263.7 million, almost $62 million more
than the $2021mi11i0n apprbpriated as of last spring,

Administfative changes have made it’poésible for us apparentlyvto
reduce this year's estimated spending by $31 million, but almost half
. of that is temporary since it results from permissicn by the federai
Lgovernment Eo delay upgrading of,hursing home standards. You have
,élready corrected one glarihg fault in reducing the time.for submitting
bills from six months to 60 days, but other legislation is absolutely
'neéeésary if thisfprogram is tQﬁbe made workable and controllable.

Wle will continue to press for reform and flexibility.‘A

-13-



,Thereu;svnokrét‘Ecompassien, no integrity{rxo vision ‘in éﬁy
program which holds people down, and which will inevitably bankrupt the
state government; there is no equity in such programs when they threaten
those funds which are required for other essential services and opera-
tions.

Some have suggested that this may turn out to be a "do-nothing"
session of the legislature:

~~that I will propose and you will oppose:

-~that there will be much rhetoric but little results;

-—~that there will be many speeches but few meaningful statutes.

No doubt this pessimism stems from the fact that this is’an
election year and, therefore, a session for partisenship. :Letting

public problems go unsolved in an electlon year may be a timeworn

-

but
political practice, /let us not refer to it as "time honored". There
is little honor in it. The people we are under oath to serve have

a right to expect better of us. They did not elect us nor do'they»pay\‘
us to neglect their important business in the name of partisah politics.
Crime in the street, death on the highwey, pollutiencﬁ air and water,
publicatioh of pornography and confiscation of the earﬁihgs of our
citizens for wasteful public programs will take no electioﬁ yeer |

: |
holiday. Nox should we., %

We were sent here to serve the peoele, ‘not ourselves;

What I have outllned today, and what I will present in the days
to come, and that which has already been started and must be completed—~
this is admlttedly a heavy agenda. |

But it is neceseary if we are to match the beold dimensions of the
' Callfornla purpose | |

It lS ‘not enough Smely to accept the future. It is not enough
just to predict it. It is our task to help invent it.

: That is part of the history of California--ourxr ancestore invented
the future. As Eric‘Hcfet wrote, '"They eleped Withkhistory: they ran
awey with it and shaped its course." i |

Many speakers on many occasions, myself included, have takeﬁ the
words from Sam Welter Foss' poem which stride across the entranceway
to State Offlce Bulldlng Number One, here in Sacramento:

"Bring Me Men To Match My Mountains."

There is yet another line in that poem’which, together with the
first, sets the tone for theACreative Society; e | |

"Men wlth new eras in their brains."

L.et this be us as we go abouil the people's bu51ness.
-1



Let this be ud s we build tomorrow. (
Wwhile there is still time, let me wish you a HAPPY NEW YEAR. As

[~

a matter of fact, I might even go farther and ask you for the same

thing for myself.

#HHHFH
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In Governor Reagan's Economic Club of New York

speech dated today for release Thursday A.M.'s, please

correct Page 8, last paragraph as follows:

weess.administration should become less centralized.

While the problems......
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EXCERPTS FROM SPEECH BY GOVERNOR RONALD REAGAN
Economic Club of New York
New York City -~ January 17, 1968
Gentlemen, you honor me with this invitation to break bread and
Tthe honor is multiplied ten fold by your graciousness in listening
to me, when in truth I could profit so much from listening to you.
My suspicion that your invitation was prompted, at least in part,
nok :
by curiosity does/ detract from your kindness Qr lessen the
warmth’of yéur hosvitality. After all, éomeone who has been riding
‘off into the sunset with the words "the end" suvperimposed on his
. back /;zt supposed to turn up on the statehouse steps with a brief-
case full of something he calls the Creative Society.k
I am sure some of'you have jumped to the conclusion that title

Creative Society is intended to be a play on words, a counter to the
Great Society. And you are absolutely right.

Since this is a non—partisan gathering let me’hasten’to say I
have no éuariel with the announced noble aimsrof the Great Soéiety.
_ NQne of ﬁs; regardiess of varty, questions the desi{ability of
- reducing human misery and povefty or making ovportunity, health,
housing and eduéation available to all. But just so you won't for~
get which side I'm on, I have serious doubts the Greét Society’
‘can accomplish tbis and remain a free society and that makes the
price too high. .

I have loﬁg been concerned about government and what has seémed

to be a relentless inch by inch encroachment on or usurpation of

rights traditionally held to be fhe proper‘possession of the peonle.
Now, I am a part of government, a formally elected member of
the Establishment~-~a funny thing happened to me on the way to
Death Valley. From the inside looking out the view hasn't chénged.
If)ahything, my concern about goVérnment'sincreaéed growth and
power is éven greaﬁer.
Some who have been in government a very long time as a part of

the permanent structure of government seem to develop an arrogance
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that leads them to claim jump the inherent right of the citizen to

I
freedom of choice. And/have learned at first hand how savage can

be their angry resistance to any attempt to reduce the size and
power of gbvernment,l have also learned that size and §ower éan bé
reduced and its reduction will be hailed by the people of whatever
varty.

At the moment, there avpears to be a panic fear afloat in the

ment is now a separate force beyond their control, that their voices

echo unheeded in the vast and multitudinous halls of government.

I do not remember a time when so many Americans, regardless of

their economic or socialvstanding,’have been so suspicious and
~aporehensive of the aims, the credibility and the'éompetence of
the Federal Estabiishment. There is a guestion abroéd in the land,
"Wnat is haopening to us? Where iskthe coﬁntrj headed?" It is as
if we have lost any éense of national purpose. Particularly if we

subscribe to the belief that our national purpose is to assure the

ultimate in individual liberty ccnsistentfwith iaw\and order. -

| In the mid§£ of méteriél affluenge%on a scale unequalled in
history, WeyhaVe becone a divided péople:; In many}qﬁarters,‘theré
iska defeatist and embittered mood of hav;ng been let down. Even
the Secretary 6f_Hea1th. Educatidn and Welfare has admitted out

loud that "we are in deep trouble as a people", and he hinted

darkly at possible reoressions to come, unless the anarchists ameng

us are put down.

air, partly due to a feeling of helplessness, a feeling that govern-
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Tt is not in my mind to blame the government of the hour for all
the evils that presently beset us; for the uncertainties that blur
American prospects; and for the dissensions within that have made
shambles of the American meaning in the world,

The fault lies with all of us. As a’nation, we have let ourselves
be gulled into believing that télerable solutions to our prohlems would
be forthecoming in good times; that the Ameri;an productivity and inv6n~'
“tive genius would yield the essential means for surmounting ail our
difficulties, whether in the city slums of America or in the rice
paddies of Southeast Asia. We were to héve an instant tomorrow for a
dollar down and-heaven only knows how much a month.

Something cailed the New Economics was to take charga. Through ék
skillful tuning of monetary and fiscal policies, and a sensitive
balancing of wage—pricé guidelines, the economy was to be orchestrated
inﬁo a state cf full employment at an ever-rising rate of productivity
which would satisfy all the lmgortant national needs w1t ut ’éngerous‘
inflation, and at a dlmlnlshlng cost of operating the federal
eétablishment, relative %o an ever-mounting gross national product.

. But somehow the music is off-key and one wonders if perhaps. the L
violinists have just been flddllng around |

The economy has / behaved according to the plan. Suddenly the
inkended ordev of,things has been reversed. In the midst of what
stati stlcally looks to be the most prospﬁrou pericd Americans have
ever known, the books have begun to show alarming debits. |

Wide circulation is given to the prophecy by Lord Thomas Macaulay
one hundred years ago that in the mid-20th century the destruction of
our soc1ety and;way of life would occur as it occurred for Rome in the
5th century. Léés quoted is his excellent advice to governments
everywhere:. | :

"our rulers will beét promote the improvement of the people by
confining themselves to their own legitimate duties, by leaving capital
to find its most lucrative course, commodiﬁies their fair/price,- |
industry and intelligence their natural reward, idleness and folly
their natural punishment, by diminishing the price of the law, by
maintéining peace, by defendiné property and by observing strict
economy in every department bf the‘state. Let government do this and
the people will éésuredly do the rest."

We /haﬁgrdly been observing strict economy in every department

have
of the state and certainly, we'/ failed to let capital find its most
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One arm of government has ruled that tobacco is ihjuridus to
health and must so state on each and every package. At the same time
another arm subsidizes the growing of tobacco and a third orders
television to give equal time to those who want to reply to or offef
dissent to advertising protesting the sale of tobacco. Perhaps the
familiar line " we pause one momeént to heaxr from our sponsor" will

be changed to: ‘"pausing two moments to hear from the sponsor end a

fellow who happened by."

The national accounts are out of balance. Government I.b.U.
cannot be honored from the reserves)immediately at hand. On tﬁat
account, the government is now compelled to call for a sharp reduction
in p*lvate American investment abroad, for an embargo on forelgn
travel by its citizens and for the beglnnlngs of a furtlve but none
the less real U.S. military w1thd:awal from Europe.

As an American I find this embarrassing to say the least. What
is there ﬁo be'éaid in defense of a governmentAwhigh,lwhile presiding
over a society’capable of producing goods and sefvices in the value |
of $300 billion annually and 1eadin§ all the rest of the world in
technology, no longer is able to let its citizens travel and do busi-
ness freely in the world simply because the government itself failed
to keep its means and its programs in financiél balance?

It is fine and necessary for changihg generations to dream and
cast up new visions of socleLy. But alwa&s at some point the
accountants have to put in an appearance so tha the books cankbe
honestly balanced. |

The only sensible course of action is for the government to face
up to and aeal bravely with thé primary course of the trouble——thé_ggg

heavy spehding programs and the extravagant credit policies that have

brought inflation back.

| A few years ago I quoted an historian to the effect that if we
lo;e thlS way of ours-~thls way of freedom——hlstory will record that
those who had the most to lose did the least to prevent its happening.
At that time the business community was under attack by the Bureau of
Internal‘Revenue. Specifically, thekbureau’was issuing new regulatiohs‘
regarding £ax deductibility of busineés travel expense; business enter-
tainment and gifts to employees ahd customers. The bureau won by
default. | U |

Actually, the issue was one of principle involving the very right

of management to make business decisions. But business sat down with

R P . P PP
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they debated whether the travelling man could have filet mignon or the
blué~p1ate special for lunch. Should the limit for deductible pur-—
_poses on gifts be $25 or $35. Forgive me if I seem presams ﬁ”f but
I think business should have szid to gévernment, "So long as we are
legitimately spending money in the belief that it helﬁs produce a
profit, it is not any of governﬁent’s business how much we spend."“

Those who refuse to defend themselves--who prefer the easy path
of appeasement are only feeding the crocodile, hoping he'll eat them
last—-but eat them he will. |

So far I /haggiked about the private sector and its relationship
to the federal government. Believe me, the temptation is to go on
talking on a broad philoéophical plane; but some instincﬁ warns me that
the cutiosity involved in your‘invitation was in some measure curiosity
about California, its government and happenings generally in Sacramento.

If I‘/hagﬁelt over long on troubles besetting all of us before
getting to those peculiar to California and California's govarnment,
it was to guard against the experience of a gentleman Whordeparted
»this earth from a point somewhere in Western Pennsylvania; 'Arriving
at the Pearly Gates hé was greeted by St. Peter and giveﬁ an indoc-
trination course during which he learned the heavenly old timers had -
a stoxyjtelling ring and were particularly interested in ne@j?omers
who might have intéresting earthly experiences tofrelate. He told
St, Peter he was a cinch to go over big--he was theysole survivor in
his town of the Johnstown flood. Peter took him over to the gtoup
and gave him a flattering introduction and buildup. The Pennsyivanian
" stepped forward to begin his exciting story. At’which point, Peter
murmurred in hié{ear: "By the way, that old guy in the front.row is
a fellow named Noah."

You are téo well infofmed for me to cite statistics on
California's ihdustries, problems of urban sprawl or just plain

expiosive increase in population although some of the problems I

inherited have to do with the latter.

For the last eight years the government of California justified

every increase in government spending as necessary to keep pace with
the @opuiation increase. 'Unfortunately the budgets were growing each
‘yearftwice as much}as the perceﬁtage that éould have been justified
on the basis of growth and inflation. The ﬁlain truth was Big Brother

in Washington had a philosophical little brother in California. When

~5a
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Tashington snee"eayehe "gesundheit" was heard in Sacramento. For a
time tax revenues and accumulated suiplus kept race, but then in 1963
the pace was too much and the adminietration began employing gimmicks
to fuzz up the fiscal picture and more importantly, to avoid or post—
pone the pmainful choice between reduced spending and increased‘taxes.

Their timing could not have been worseifrom my standpoint. The

final desperate gimmick was employed in the election'year‘and ae a
result inherited by me in the middle of the fiscal year last January.
The device used to obtain a one time windfall was a switch to an
accruai'bookkeeping system, not a bad thing‘in iteelf, but when -
unaccompanied by any provision to insure cash ligquidity it was nearly
catastrophic. el

A buﬁgetvof nearly $5 billion for 12 months' spending was adont24
to be funded by 14% months' revenue plus $190 million of accumulated
cash vwhich was é@ent as revenue and another $194 millien borrowed from
various stateé funds which by Caiifornia law could not be carried as a
permanent debt. I predecessor was spending as if he Were practicing

to beﬂPresident,‘ A~ | : | A ;3

At one poiht someone sai& - "Cﬁeer up,things could be worse."
So T cheered up and sure enough; they got worse.

ile of course had to restore fiscal stablllty and present a bal~
anced budget for the current year with no cash reserve to call upon -
and only 12 months' revenue for 12 months“‘SPending. ek

Ve did it and without adopting any neW‘taxes~—of course we

one

raised the old ones about / bllllon dollarsq But seriously, that is

not our f£inal answer to the excessive cost of covernment. e believe

gpvernment should cost iess and:the people shquld pay no more than
ghey can afford and no mEre than they are willing to pay.

jThe Creative OSocilety femains ouxr goal and we éledge its implemegﬁ;\
tation.J;Indeed, the beginning steps have been taken. Buh bringing
simple common sense to bear on the i fiscal chaos‘coﬁfronting us was

cbviously a first priority, and common sense dictated cutting,

squeezing and trimming to reduce as far as possible the rate of

spending in the few months remaining before the end of the fiscal

year.,

-
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The state had been increasing its nunber of employees between 4
and 5% percent a year for eight years. We thought there were too many,
but how £o prove it without a lengthy study? Our decision was to put
a freeze on hir ring replacements for emoloyeeé who retired or qult for
any reason. The screams of anguish curdled your blood. But the Wheels
-of government did not grind to a halt, there was noAloss of efficiency
and the annual 4 or 5 percent rate of increase in numbers of emoloyees
was reversed. There are today 2% percent fewer employees than wheh
we started. k

Business and government are different we are told,fand businegs
procedureé will not meet the needs of government. Belng totally
1nexoer1enced I did not know Ehat,.so I kept on committing bluanders.

e discovered California had no pian for centralized purchase of
avtomobiles, no central inventory, no plan for selling or trading on
ar age or mileage basis. In fact, no one knew how many cars the
- state owhed. Each department head was on his own and Scme were buying

retnlil. {% put a freeze on that. Stranygely eaough by May there was

Hh

oxr the first time in the memcry of man a s svplus of available cars
in the motor pools and the state's purchase ofigasoiiné was reduced
15 p=vcent. Somefﬁf that, of couﬁse, might have been due to another:
mictake we made. f

It seems that many of our employees had a étraak of tourist in
them. We put a freeze on out-of-state travel. We did not say they
couldn't go, wéksaid they would have to come in and get nerm1o510n.
The‘budget for:o§t~of—state tfavel has been reduced 78 percent.

Such ordinary, routine business procedures as centralized buying,
standardizing‘of specifications and competitive bidding have been
instituted and at last report have resulte& in savings in excess of
$20 million.,.

Licensés issued by the state had a common expifatibn date
resulting in long periods of near vacant office space énd short periods
of hectic hiring of temporarj emoloyeeg. ?k’are staggering thé»expir~
ation dates to even out the worPload
Lveryone kndws the »nhone company has a department that will come

in, cheerfully listen to your phohé problems and tell you what kind
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of setup you need. Kveryone knows that except government,

So, we called on the phone company for that particular service
and since we were a $16 million a year customer, they pbliged. They
found people at adjoining desks with intercommunication.systems.’ TTe
have now received notice our phone bill will be reducea by $2 million
a year. : ,‘ k -

ilot 2ll the savings were in the million dollar class. In my own
office there was a sizeable supply of stationery bearing a name o£hér
than my own. Custom decreed it should be burned. !Somehow the thought
of all tﬁg:unuséﬂ stationery adding to the smog seemed shamefully:
wasteful. Ilow thé girls in the office "x" out thét other namegand
type mine in--and do you know I get a certain amount Qf pleasure‘out

But a Creative Society must do more than this, it must not_only
‘make a solemn declaration of goais and principiese but mnst~effactiveiy

represent each of its segments in the pursuit of the good of all.

2 the Creative Societv will attempt to re-estshliish is the principle
thatt in 1the American federal system, the states in their proper

. constitutional sphere are independent from the national government.

ey

Safeguards, however, must be provided to assure that the states

f

tramselves fully assume their responsibilities beoth social and
economic, The sovereignty of our states has been dangerously eroded

as hard pressed state governments reached eagerly for the handout of

federal money, Our slogan once was “walk sofily and carry a big

ITow on the Potomac shore it's "valk softly and carry a big

sticlk,"

s00K .M

The?C£§§£i!§~§Qgi§ty;is concerned with étate responsibility.
Thare ate problems in our sﬁéiety which reéuire attention and action.
This éctiqn, I believe, should be taken at the state level vhere a
thorough ﬁnderstanding of the proble@ exists; | /

As socieﬁy groWs more compleX, administratioﬁ should become
Arcentralized, thile the problems facing agriculture in the Midwest
share common elements with the prdblems of California's agriculture,
there are great dissimilarities which make rules from Washington

difficult and at times imossibile o avnnly eaui+ablyv.  The same hplds
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true for our urban problems, our problems of eaucation and other

problems which face the people of the United States.

Finally, the Creative Society to function in the best interests

~of the pecple, reQuires the particination of the g@dple. It recog-
nizes that no government can possibly find or afford an elite group
of individuals capable of making the right decisions affecting the
market nlace,; the home and all or cven part of the many facets of our
society and our daily lives. It recognizes instead that a society wil;
be oniy as great as the potential of its people and, therefore, govern—
ment must call upon the genius and the ability of the people for the
solution of their vnroblems.

Wow you ask = ﬁoes it work? 5The answer is yéso

Immediately after the Watts xiots, a Los Angeles businessman
gathered a hundred of his associates tdgether and challenged them to
Join him in fulfilling what he said was industry's respons'bility to
provide employment. He pointed out that what he was Suggesﬁiﬁg was
good business. Jobs were going begging hecause of a'léck of skilled
workers. Viorkers were ¢going on welfare becaucse of a lack’bf‘job skills,
and this was especially true in the minority communities. Along with
the high cost of5ﬁhis‘situa£ion to both business and governmeht, we
can add the vast waste .in economic berefits when more than 10 percent
of the buying public has 1éss than'average purchasing poweﬁo

The businessmen of Los Angeles followed H.C. MecClellan into the

Watts area where they set up an employment office. In sixtesn months,

17,300 harg céré unemployed were placed in jobs at an average pay. of
$2.75 an hout'(including womén)a More than 2/3 of them still hold
those jobs and 1/2 gf the other 1/3 have progressed to beﬁter jobks.
Thirty percent moved out of the awsa, proof that the walls of’the
so-called ghetto ére economics,.

After the election I went to I, McClellan and asked if he would
do state-wide what he had done in latts. He agreed and today has a

fulltime working program with 20,000 California employers involved.'

and cooperating with our state employment office, Incidentally,.
foundations and private citizens have picked up the tab for admini-

strative overhead so it is completely independent of tax revenues.

N ¢, S
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In the’months between November and January a year ago, a Blue
Ribbon Committee of citizens took on the task of recruiting for my
administration. I did not thinlk the Creative Society could be tun by
personnel of the type usually associated with the polifical spoils
system. This committee did not screen job seekers; it went out
seeking men and women who‘could be persuaded to sefﬁe becausevthey;had_
the skill and experience necessary for a paiticular job. In almosﬁ
every instance those who accepted appointments did so at great persdnal
sacrifice, Employers were persuaded to give leaves of absence to
bricht. yuiung Jjunicr executives—-no one refused.

In the apooirt n°n+ of judges, that prize patiénage plum of the
governor's office, the same policy prevalls because politiecs sho oo .
play’no rart ia the selection of those who administer justice.k Joint
‘cdmmittees of the bar, the judiciary and laymen screen and rzhe
prospacetive judges and their reco@mendatians are accepted.

Thén’we come to government iﬁself énd the heéd to make it modetng
prozresgive and efficient, On invitation, more than 250 of the nm#t
,su““:sufa1 pecple in our state VQlunteered and put in more thun four

months full tlme, organized into task :orces acc0?dlng to thel*

[ R
?;ﬁ:’alltleb, they included some of the top exaecuiives of our
#
laigest industries, These task forces weqt intc every agency and

department of government to see where modern'bus 1ess practices

" gould be utilized to make government more efficient and more economicﬁl;
-They ranged from hotel management to data procvessing. TFor exampie,v
hotel men locked at prisons and institutions ﬁb see vhere housekeeping
and kitchen chores could be upgraded. |

tle have received 1800 specific recommendations which we are now

c,biclatlng. Some wmll vequlre 1eglslatlon~~some we have already put
into action by executive order. For example, one team discovered that

no one in state government had ever applied a formula of how much floor

snace 1is requiréd per émployee for embloyees doing‘similar work. And
et the state has in process a giant building program in the Capiﬁol.
As a result of this team'é effort we cancelled entirely the
construction scheduled for last summer of a ten‘story buildingQ The

savings, $4.3 million., Total floox space for all branches of state



government is 9 mif;Lon sguare feet, DBy applygug normal private
business standards, it is being reducéd to 7 million sqguare feet.

In our giant highway building program, $110 million worth of
freeway and highway projects are being started one year in advance of
schedule financed by savings in administrative overhead in the depart-
ments financed by the gas tax;

Another citizen task force has completed a stﬁdy of our tax
structure and has presented recommendations for eLc@mp§etewTverhau1
and tax reform,

For every unsolved prdblem'there afe ten people out there eagerxr
to help if someone will only point the way. By "out there" I do not
mean in California - out there all;over America. The Creative Society
is governmen£ of and by as well as for the people.

An Chio doctor wrote: “For oné shining glorious moment of his~’
tory, we had the key and the open door and the way was therxe before
us’. ‘And men threw off the yvoke of centuries and thrust fbrWard along
that way wiih such brilliance that for a little while ﬁe were the
licht and the inspiration of the WOrld, - And now thé key has been
throwneaway; the dooxr is lesing and we are losing the way."

Wekcan redisbdver that way. e can remind ourselwves. and those
in government who have lost faith in the simple vé}ities that the’

most profound words in the constitution are but three in number-—-

‘"Je the people." Government is our creature, established by us for

our convenience and we can leave no more valuable legacy to our

children than‘the restoration of the American dream.

2 ) o1, g
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(flote: Gince Governor Reagan speaks from notes, there may be
additions to, or changes in, the above. However,
Governor Reagan will stand by the above quotes.)
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Sacramento, Califoxrnia RELEASE: Sunday A.M.'s
Contact: Paul Beck
445-4571  1.26.68

EXCERPTS OF SPEECH BY GOVERNOR RONALD REAGAN
Pacific Mutual Life Insurance Company Banguet
Century Plaza Hotel, Los Angeles
January 27, 1968
It is certainly no secret that for more than twenty years I was
involved directly in organized labor as an officer and board member of

a union. During that period I reoresented the membershio at the

negotiating table and I take oride in my record of service. That-

kpride extends to the rank and file of ofganized labof-che working men
and women,of this couﬁtry. I know them to be as fair~minded and
patriotic as any citizens éf our land. |

When one talks of labor it is necessary to differentiate between
the rank and file and the hierarchy of labor, that power elite~which 
has gradually increased its control overkthe membership and whose
nembers now take political stands and make pronouncements in the name
of labor when in truth the rank and file have not beeh consulted as

“to their views. - ~ |

Never héve I‘felt that labor or any 6ther’particu1af group of

citizens should have an extra or special.ciaim Upon.government,or be
: ; ;. :
granted favored treatment.

But what is the situatidn today? At the recent AFL-CIO conﬁention
in Florida, Presidént George Meany made it unmistakab1§ clear that
the ruling clique of organized labor considers itself as much a part
of the administration in Washington as the State Devpartment or the
Department of Defense.

;Thgrefwaé viéible suppqrt for that contention. The President of

4

the United;States, the Vice President, five cabinet members and a

“Mhost of lesser officials paraded across the platform. Labor Secretary

‘Wirtz gave ﬁhe affair its prover coloratidn when he said, "I'm
delighted to be here at this first joiﬁt convention‘of thé AFL~-CIO ahd
the President's Cabinet".

Labor's public relations director smilingly asked a representative
of one of our largest corporations, "When was the last time a President

of the United States addressed one of your stockholders' meetings?®
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Now who will declare that our President, sworn to represent all
of us egually, has not in truth subtracted from some Americans in

order to grant special favor to others? he Quid Pro Quo being

political support.

I have long been concerned about government and what has seemed

to be a relentless inch by inch encrocachment on or usurpation of

rights traditionally held to be the propei possession of the peoplef
Now, I am a-part of government, a formally elected member of

the Establishment--a funny thing haﬁpened to me on the way to

- Death Valley. From the inside‘laoking out the view hasn't changed;

if anything, my concern aboﬁt government's increased growth and

power is even greater.

Some who have been in government a very long time as a part

of the vermanent structure of government seem to develop an arrogance

g
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that leads them to claim” jump the inherent right of the citizen to
I

freedom of choice. And/have learned at first hand how savage can

be their angry resistance to any attempt to reduce the size and

power of government.I have also learned that size and nower can be

reduced and its reduction will be hailed by the people of whatever
varty.,

At the moment, there appears to be a panic fear aflcat in the
air, partly due to a feeling pf helplessness, a feeling that govern-
ment is now a separate force beYondytheir control;ithat their voices
echo’unheeded'ih the vast and multitudinous hallsvéf’government.

I do not remember a fime when so.many’Americéns, regardless of

their economic or social standing, have been so suspicious and

. apprehensive of the aims, the credibility and the competence of

the Federal Establishment. Thére‘is a question abroad in thebland,
“What is happening to us? Where is the country headed?" It is as
if we have lost any sense of national purpose. Particularly if we
subscribe to the belief that our national purpose is to éssure the
ultimate in individual libérty consigteqt with law and oréef,

In the midét of materiél affluence‘on a scale ﬁnequalléd in
history, wekhave become a divided people.; In many.quarters, there

is a defeatist and embittered mood of having been let down. Even

the Secretary of Health, Education and Welfare has admitted out

~ loud that "we are in deep trouble as a peownle”", and he hinted

darkly at possible reoressions to come, unless the anarchists among.

us are put down.
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It is not in my mind to blame the government of the hour for all
the evils that presently beset us:; for the uhcertainties that blur
Amevxican prospects; and for the dissensions within that have made
shambles of the American wmeaning in the world.

The fault lies with all of us, As a nation, we haVe let ourselves
be gulled into believing that tolerable solutionsvto our prdblemskwoeld
b2 fortheoming in good times; that the American productivity and,inve; ’’’’’
tive genius would yield the essential means for surmounting all our
difficulties, whether in the eity slums of America or in the rice
paddies of Southeast Asia, We were tO“have an instant tomorrow for a
dollar down and heaven only knows how much a month.

Something celled the New Economics was to take charge. Through a
skillfgl tuning of monetary and fiscal policies, and a sensitive
balancing of wage-price guidelinee, the economy was to be orchestrated
into a state of full employment at an ever-rising rate of productivity
which would satisfy all the important national needs without dangerous

inflation, and at a diminishiﬁg cost of operating the federal
establishment, relative to an ever-mounting groes national product.
But somehow the music is off-key and one wonders if perhaps tﬁe
violinists have just been fidaling around, : ‘ e

The economy huS /nogehaved according to the plan. Suddenly the
intended order of things has been reversed. 'In the midst of what |
statistically looks to be the most prosperous peried Americans have

ever known, the books have begun to show alarming debits.

Wide circulation is‘given to the prophecy by Lord Thomas Macaulay
one hundred Qears ago that in the mid-20th century the destruction of
our society anaLQay of life would occur as it occurred for Rome in the
5th century. ‘Less guoted is his excellent advice to governments
everywhere: |

"Our rulere will best promote the improvement of the pEOple by
confining themselves to their own legitimate duties, by 1eaving capital
to find its most lucrative course, commodities their fair price,
industry and intelligence their natural re@ard, idieness and folly
their natural punishment, by diminishing the price of the law, by
maintaining peace, by defending property and by observing strict
economy in every department offthe state. Let government do this and
the people will assuredly do the rest. |

We / hardly been obeerV1ng strict gggngmy in every department

have
of the state and certainly, we'/ failed to let capital flnd its most
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One arm of government has ruled that tobacco is injurious to
health and must so state on each and every package. At the same time
another arm subsidizes the growing of tobacco and a third orders
telévision to give equal time tb those who want to reply to or offer
~dissent to advertising protesting the sale of tobacco. Perhaps the
familiar line “ we pause one moment to hear from our sponsor" will
be changed to- "pausing two moments ﬁo hear from the sponsor end a

fellow who happened by.*

The national accounts are out of balance. Governwment I.0.U.'s

cannot be honored from the reserves immediately at hand. on that
account, the government is now compélled to call for:a sharp reduction
in private American investment abroad,‘for an embaréo on,foreigni |
travel by its citizens and for the beginnings of a furtive but none-
the-less real U.S. military withdrawal from Europe.

As an American I find this embarrassing to say the least. What
is there to be said in defense of a government which, while presiding
over a society capable of produciﬁg goods and services in the value
of $300 billion annually and leaaing all the rest of the world in
technology, no longer is able to let its citizens travel and do busi-

e

ness freely in the world simply because the government itself failed

to keep its means!and'its programs in financial balance?

It is fine and necessary for chéngin§ generations to dream and
cast up new visions of society. But alwayévat SOmeyéoint the
accountants have to pﬁt in an appearance sé that the books cén be
honestly balanced.

| The only sensible course of action is for thes government %o face
up to and deal bravely with the primary course of the trouble--the top
heavy spending programs and the extravagant credit policies that have
brought inflation‘back. |

é A'féw yearsrago I quoted an historian to the efféct that if we

losé this way of ours—«thié way of freedom—lhistory will record that
‘those who had the most to lose did the least to prevent its happening.
5At that tiﬁe the business community was ﬁnderxattack by fhe Bureau of
Internél Revenue. Speéifically, the bureau was issuing new regulations
regarding tax deductibility of business travel expense, business enter-
tainment and gifts to employees and customers. The bureau won by
default. ‘

Actually, the issue was one of principle involving the very right

of management to make business decisions. But business sat down with

L N - L L o o o P - B e



they debated whether the travelling man could have fiiet mignon or the
b1u¢~plate speqial for lunch. Should the limit for deductible puré
: /yafa@fﬁzus

poses on gifts be $35 or $35? Forgive me if I seem presumptieus, but
I think business should have said to governmeﬁt, "So long as we are
legitimatelygspending noney invthe‘belief’that i# helps oroduce a
orofit, it is not any of government's business how mﬁch we spend."

Jéhosevwho refuse to defend themselves——who préfer‘the’easy pathi
of appeasement are only feeding ?he;crocodile, hoping he'’ll eat them

last-~but eat them he will.

For the last eight years the government of California justified

every increase in government épending as necessary to keep péce with
the population increase. Unfortunately the budgets were gﬁqwing each  \
. year twice as muchfas the percentage tha# could hév? been justified

on the basis of growth and inflation. Jé;e plain truﬁh was Big Brother

in Washington had a philosophical little brother in california. “7hen
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tlashington sneezed the “gesundheit" was heard in 3Zacramento. For a

time tax révenues and accumulated surplus kept pace, but then in 1963
the pace was too much and the administration began employing gimmidks
to fuzz up the fiscal picture and moxe importantly,‘to avoid or poste
ﬁone the nainful choice between reduced spending and increased taxes.

Their timingvcould not have begn worse from my standpoint,  The
~final desperate gimmick was employéd in the election year and as a
“result inherited by‘me in the middle of the fiscal yearllast Jaﬁuary.
The device used to obtain a one time windfall was a switch to an
accrual bookkeeping system, not a bad thing in itself, but when
unaccompanied by any provision to insure cash liqgidity it was‘nearly
catastrophic. |

A budget of nearly $5 billion for 12 months' spending wasradopted
to be funded by 14 months' revenue plus:$l9d million of accumulated
cash wvhich was spenﬁ_as revenue and another $194 million borrowed from
various state funds which by California law could nbt bé carried as‘a
permanent debt. My predecessor was spending as if he were practicing
‘to be President. :

At oné woint someone said - "Cheerfup things could be worseo"

So I cheered up and‘sure enough, they‘goé wWOorse.

e of'course had to resiore fiScal’s%ability ;nd present'a bal~
anced budget for the current year with néycash,reservé to call upon
and bnly 12 months' revenue for 12 months' spending.

" Tle did it and without adopting any new ta#es——of course we

‘ 5 one , :

raised the o0ld ones about / billion dollars. But seriously, that is

not our final answer to the excessive cost of covernment. Tle believe

go?ernmept should cost less and the people~éhould'pay no more than
théy can afford and no mofe than they are willing to pay.

The Creative Jocilety remains our goal and wé pledge its implemen—-
tation. indeed, the beginning steps have been taken. But bringing‘
simple common sense. to bear on the fiscal chaos confronting us was
obviously a first priority, and common sense dictated‘cutting;'
Squeezing and trimming to reduce és far as vossible the rate of
spending in the few months remaining before the end of the fiscél

year.



But a Creative Society must do more than this, it must not only

make a solemn declaration of goals and principles, but must effectively

represent each of its segments in the pursuit of the good of all.

What the Creative Society will attempt to re~establish is the principle
that in the American federal system, the states in their proper
constitutional sphere are indevendent from tﬁe national’government.
Safeguards, however, must be provided to assure that thékstates

themselves fully assume their responsibilities both social and

economic. The sovereignty of our states has been dangerously eroded
as hard pressed—s ate governments reached eagerly for the handout of"
federal money. Véir slogan once was "walk softly and carry a Big
stick." Now on the %%tomac shore if'sk”walk softly and cérry a big
sock.» | | |

The Creative Society is concerned with state responsibility;
There are problems in our society which require attention and action.
This action, I believe, should be taken at the state level where a
thorough undérstandiﬁg of the problem exists.

As society grows more complex, administration shoﬁld‘become less
centralized. While the problems facing agriculture,in Ehe Midwest
chare common elements with the problems of California's agriculture,
':there are great dissimilarities which make rules from Washington‘
difficult and at times impossiblé to apply equitably. The same ﬁolds
true for our urbap problems, our problems of education andkother
_ problems whichrf;ge the peopleiof the United States.

Finally, the’Creative Society to function in the best interests

of the people,>requir§s the participation of the pveople. It recog-
nizes that no government can possibly,find or afford‘an elite grbup

of individuals cavable of making the rightvdeciéions affecting the
market place; the home and all or even‘part of the many facets of our
society and our daily lives. It recognizes iﬁstead that a society will
be only as great‘as the potentia; of its pebple.and, therefore,
goverﬁment must cail upon the géhius and the ability df‘the peopnle

for the solution of their problems.



For every unsolved problem there are ten veople out there eager
to help if someone will only point the way. By "out there" I do not

mean in California - out there all over Amerxica. The Creative Society

is govexrnment of and by as well as for the peovle.

~YAn Chio doctof’wrote: "For one shining glorious moment of
history, we had the key and the open door and the way was there
kbefore us. And men threw off the yoke of centuries and thrﬁst forward
along that way with such brilliance that for a little while we were
the light and the inspiration of the wérld. And now the key has been
thrown awa?, the door is closing and we are 1osinglthe way;"

We can rediscover that way. We can remind ourselves and those

in government who have lost faith in the simple verities that the

most profound words in the constitution are but three in number—-—

"We the peovle". ¥YGovernment is our creature, estaklished by us for

our convenience and we can leave no more valuable legacy to our

- children than the restoration of the American dream.

BHE &L H S

k(Note: Since Governor Reagan speaks from notes, there may be
additions to, or changes in, the above. However,
Governor Reagan will stand by the above quotes.)
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| OFFICE OF THE GOVERNG RELEASE: 11( M., Monday,

Sacramento, Californie January 29
Contact: Paul Beck
445~-4571 1.29.68

EXCERPTS OF SPEECH BY GOVERNOR RONALD REAGAN
National Automobile Dealers Association Convention
Las Vegag, Nevada
January 29, 1968

I would like to talk to ycu about what we in California are trying

to do---it is called the Creative Society. ©Now, I am sure that hearing

that title may have caused some of you to jump to the conclusion that
perhaps I chose the term "Creative Society" as a kind of play on words
and a play off against the "Great Society."” And you are absolutely

correct. But because this is a non-partisan affair, let me hasten to

add that I have no guarrel with the goals of the Great Society.

All of us, I am sure, regardless of Party, oppose hqman migsery and

deprlva icn, We feel the need to relleve poverty, lmpfcvﬁ Pducatlon,

“solve unemployment, insure decent housing, and provide medical care and

egual opportunity. But just so you won't forget which side I am on, let.

me say that I don't think the Great Society offers the only way or even

- the best way of achieving those goals. In fact, I don't think the Great

Sacisty could do any of those things and remain a "free" society. That
maxes the prlce too high.

The problem is not new. Government talks political equality and

~ends up trying for economic equality. Ard in sc doing, it moves more

‘and more toward a centrally managed’economy. Lord T@omas Macaulay; the
same Thomas Macaulay who, 100 years ago, predicted the middle of this
century would see this system of ours grind to a halt; gave some pretty
good advice to those who serve in governments., He said "our rulers will
best promote the 1mp ovement of the people by confining themselves to
thelr own legltlmate duties, by leav;ng capital to find its most
lucratlve course; commodltles thelr fair price; industry and intelligence
their natural reward; idle and folly their natural punishment, by
diminishing the price df the law; by maintaining peace, by defending.

property and by observing strict economy in every department of the

“state.  Let government do this and the people will assuredly do the

-~ Conagress .
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fA<federal'agency recently ruled that television must give equal
time Lor opponents of smoklng to reply to the c1gare+te ads. on
telev151onn But the government continues at the save time to sub51dlye
the prbduction of'tobacco. Federal limits are advocated for the size

and shape and weight and the promotional practices of manufacturers.
They are urged by administration leaders at almost every session of

SRS
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Government follow. policies that drain awayQUur gold supply and then

it interferes with private business and the investments that private

business makes abroad-~--even though private business is at least

responsible for half a billion dollars of the favorable,trade-balance
that at least is holding up a little bit the outflow of gold.

Under the gquise of fighting poverty, a number of programs have
become competitive with the private sector in the field of law and
employment services to name a few., And in one small éommunity recently, ‘
goverzmeht even set up a newspaper on almost a metropolitan scale with
a staff of 23. Then they bought 20 Polaroid cameras for the staff of
23.

Is government leaving capital to find its most lucrative course?
Commodities their fair price? The federal governmeﬁt.has ruled that
the American Telephone & Telegraph rate of return is)limited to 7 to
7% percent. Granted that AT&T is a monopoly, a public utility subject
to government regulation. But the FCC ordered 1owéred tariffs and at
the same time flatly fixed the maximum over the overall profit percentage
And when government took this action, more than three/miilion share- ‘
holders of the bluest of the blue-chip stocks tock a biilion dollar'b
loss .on their investment. L o o

Not too long ago the samekgovernmént whose deficit spending and -
deliberate policy of planned;inflation,ndw threatens us with wildfire,
runaway inflation asked eight major oil companies tq;rescind a one
cent a gallon increase on gasoline and the§ aid it “in the national inter
est for stable prices." Well, strangely enough, gasoliné before taxes

is cheaper today than it was 10 years ago. But the gésoiine tax has

‘gone up 19 percent in these 10 years.

Ne once had a slogan, "Speak softly and'cafry a big stick," Now
on the shores of the Potomac the slogan is “sﬁeak softly and carry a
bigisock." And what have any of us in govermaent or in business been
doiﬁg to érevent this destruction of the frgeét,ithe most virile economic
system ever implemented by man?

If we lose this way of ours~--this way of freed;m~~history will S
tecord thaf those who had the most to lose did the least tc prevent its

happening. When thé Bureau of Intérnal Revenue;made its assault on

buéiness gifts and entertainment expenses, how did business.defend
itself? It lost the battle before it sfarted and lost it by default.
Business sat down with government‘as if at a bargaining table and

debated whether the travelling businessman should be allowed filet-

micnon or be limited to the blue-plate special. Whether the tax



~deduction for gifts t the business employee or £<)spectiva customer

should be $25 or $35, the issue was one of principle, not amount. Why

didn’t business say "so long as we are 1egitimately‘spending money in

"the belief that it helps produce a profit, it is not any of government's

business how much we spend.”
Those who still refuse to defend themselves, who prefer a path of

appeasemant, who hope that perhaps by smiling and holding cout a hand

_they can get a little favor that someone else isn't getting from

. government, are only feeding the crocodile hoping it will eat them

last., But eat them it will.
Government has legitimate functions and there is a large area for

public gomd that is served by cooperation between government and the

.private gsector. But this does not include government assuming the

privileges and the prerogatives of management.

I ran for office on the theory that joveram ent does not rule, it

" does not lecture; but it leads, it cooperates, it listens, and instead cf

tzking power into its own hands, iﬁ turns to the people for the answer
to as many problems as the pecple ean provide. And I would like to
give you a little report how well that government “of" aﬁd government
"oy" the people really works if you set youxr mind to it.

In the past several months we have dpne a number of things

¥

consistent with our belief thet in a creative gociety there are many
tonctions now pe*forﬁed by government thaL perhaps can be better
verformed by u51ng the full genlus and tae bome: and the ability of the
people., Often these who classify themselves more liberally-oriented

than I am—-and that leaves a lot of room--have accused this administra-

+ion of being business oriented. They are ccrrect on the basis of two

facts that eeme of them never learned. One iz that bﬁsinesses,do not
pay taxes, people do. The other is that government does not make jobs,
buswnegs and industry do.

For these reasons we are doing everyuhlng pOSglble to create
conditions_to insure that business and induetry can expand and meet
thelr job needs in a g*ow1n population in CallFoLnla. At the same
time, we are trying to give Californians, the taxpayers, the pecple, as
frugal and as efficientie government es possible, Neither of the jobs
canlbe done overnight, We inherited government machinery a year ago
that was spending more than a million dollers a day, over and above.the

state's revenue, In fact, my predecessor was spending so much money

that I thought he was practicing to be President.
-3
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Now there has al..ys been a lot of controvegoy as to whether or

not government actually c¢an be run like business. Well, I believe thét

government can afford only what it can pay for and should afford only
what the people are willing to pay for. But proving'that‘government
can employ modern business practices is a little bit likeirubbing your
tummy and patting your head at the same time. And in these last few
months I have discovered how savage can be the angry re51stance of some
in govcrnment when you try to make any change or reduce the size and

powexr of government. But I also have discovered that the size and

power of government can be reduced. You see, being totally inexperienced. .

I had not learned all the things that you could not do.

In my inexperience I found out that a governor has the fight to
veto some of the poverty programs that come across hiskdesk‘for his
state, Of course, the federal govérnment reserves the right to Override(
the veto if it wants to, but éléo invmy inexperience, I had not learned.
that you are not really expected to exercise this veto. So I went ahead
and exerciséd it. | | |

I was told, for example, of one program that was going to put tﬁe
hardcore unemployed in a county to work clearlng cur opén park-like
lands in California. I had no guarrel with that goal, but then I
discovered they were going to put 17 of the hardcore unemploved io wcrﬁm
and more than half of the money was going to go for seven admlnlstrators
to make sure that the 17 got to work on *time. Sc ws verned i#. Th@re
was another program that we vetoed that was going to cost us qu te a
sum of money and it looked like it was a training éourse for pickeﬁers

any more of
and demonstrators. And if there is one thing we ¢ noit need/in
California, it;is demonstrators.

This systéﬁ of ours was nuver intenczd to be mo:opb~“zeﬂ by a
hiérarchy of cateer statesmen or government prfessivnals permanently
structured by zivil sgervice, Thls an 1q3, way wif curs was intznded to
be constantly scrurinized by the people~~~this is *he secret that we

have overlooked too leng in this system of curs. Tt works best when

(i

every once in a vhile~-from the ranks of the citizeaory--the inexperienc..<
C1tlzen 3ust brings thes fvesh air, som2 common zense and everyday
thinking to the problems of government. Now prcbably nothing has been

so self-evident in thiis world in the past as the apathy that beset our

people, our willingnecs to let George do it. Wow don't read any

endorsement intu that for 1268 becausa2 this is 2 nempartizan mreting.
that theare is no

But I think that I can safely say after a little more than a pear/

avathy now on the part of Californians in recgard to government.



We set out to keg our campaign promises and{ ice the people got
over the shock they kind of tock to the idea. Government, to start
with, cannot compete in the market for talent with private business,

but there is a way that government can compete and that is by asking

private business to take a hand in government. One of the first things

we did after the election and in the months before we took office was
to appoint a committee of leading citizens of our state. It was a
um;recruiting committee and it worked virtually full time, not just
“screening applicants. e did not want the kind of people to head up
our agenciss and our bureaus and our depariments who might turn out to
be empiré builders and place an undue‘importance>on those agenciés.
We wanted men and women from civilian life who had no intention of making
government their career, and who would if possible discover thatimaybe
they could do'without the agency they were chosen to head. ”his:blue
ribbon citizens cormmittee twisted the arms of'employers throughout the
state and came back with one of the finest groupé 6f private citizens
you have ever seen to come in and take over these jobs. Many of themn
admittedly came only for a year or two. Then we will let someone else
take a turn at it. But we do have a type of personnel rﬁnning thos=
positions in our government that is unequalled in any state in the
“union in any time in our history. |
At the séme time that we assembled tﬁis teém, we tonk éffice and
wa had to deal with deficit spending. We éet'a goal to reduce it by
at least $20 miilion by the end of the fiscal year a few months away.

We had to grab at the few things we could see immediatexy‘aé a way

=

of saving money. We discovered, for example, that common, evaryday
business practices so familiar to you in your work were virtually
“nknown in government. NoO one in the state of California knew how
many auvtomobiles we owned. There was no éystemlcf‘disposing of them on

a mileage or an age basis. We found that department headskbought cars

at retail so we put a freeze on the purchasing of new automobiles until

i v s - foy § : : :
we counld find out whiat was going on. The angry screams would have torn

your heart.f And yet in about three months we received reports back that
.or the first time in the history of the automcbhile in California, we
1ad a surplué of cars iniour motor pools, over and above the employees'
demands.‘ Pézt of this was because we alsokput a freeze on cut-of-state
travel by state employees. We reducéd the budge*t for that parﬁicular

function by 78 percent. We also discoversd that for eignht yéars our

-G
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state government had .wen increasing its number or employees from four

to five percent a year, five and one-half percent the year before we

took office. So we put a freeze on rehiring replacements for those who

left government service. e wanted to see how far down we could take

it before the cracks began to appear in efficiency. Well, the freeze
is still on. No cracks appeared, we stopped the growth and we have
fewer employees in the state than there were when we started in January —

1867,

(3]
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We wondered why a private firm could come in and offer to take
over our building maintenance for us and do it more cheaply than it was

'being,done by the state. So we decided to do a little digging.' In

.the end we simply adopted the private maintenance standards that are

used in private business for five of our buildings-¥~using our State
employees. As a reSult of this new procedure, we are now effecting
savings totalling $750,000 a year. k

We cqnsolidated buying. We took to more coﬁpetiﬁive bidding.

We standardized specifications and we gaved millions of dollars on the

purchase of supplies., We bought high speed tires for the highway patrol

and the bill was $141,000 less than the previous year simply bedausé we

changed the method of buying.

|
i

‘When I took office there was a great big stack of stationery in

- my office. It had another fellow's name on it. I thought the height of

it denoted a certain amount cf optimium., But when ¢the janitors came in
one day and decided to burn it, I just couldn't stand it. I have some
stationery with my name on it but I figured there must be a lot of

interoffice correspondence where this can be used. So the girls just

crossed out that name and typed mine in, Aand you know I got a certain

amount of pleasure out of that. Our stats used to pit out an official

state map with the governor's picture on it---at lezzt my predecessor'é'

picﬁuxeg Well, this gcvernor's pictufe %11l not B¢ on the state mneps.,
e n

! : . ] ‘ -
Az a matter of frzut there aven't any scate maps an? that saveld $152,000.

o

So if you come tu California, stop at vouxr nearest oil zration-—-—-they

will be happy tc give you cne,

2y lest June wz had tzimmed the estimated deficit ky 723 million,

Cbut at the game time w2 wore tiyving Lo reverse zn entire vhiileszophy.

So we gathered ti:e most su.cessful profezsional and business aud
industrial men and women in the state of California *ogethear and tcld

them of an idza we had., e told them that up until now, Jjovernment
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had asked everything 6 ‘hem but blood, and we wey now asking blood,
their blood. We told them what we wanted was not just the serving on
a committee or a name on a letterhead. We wanted the mosf successiul
people in our state in a number of lines of activity to give up literally
their homes, their careers, their businesses, their ?rofessions, for

from four to six months full time---professions ranging from data

processing to hotelkeeping. #e wanted them to volunteer for ktask

“forces under a business management-consultant firm and an executive

committee., For the next six months, they worked eightwheur days and
five-day weeks~---going into every agency and department cf state
government to tell us how modern bus ss practices could be put to work

to make government more efficient, more businesslike, mora economical.

They also raised the money it took for the administ?ative overhead so
that it did not cost the ta: Xpayers onetpennyo Their repcrt--after six
months of work--will be made public early next month.

| We are already putting into effect some of the things that they
nave found. For example, hotel men went into the prisons--not to teil
a warden how to run a prison, but to lock at the kitchen, dining room
and housekeepingkchores. As hotel men who had to run these places for
a profit, they could tell us what we were doing wrong.

We discovered; for another example, that many licenses luSUEd

>
-

by the state explre on the same date. We had vast olece space that

w2s standing vacant most of the year. Then there was that great rush
for temporary employees and the confusion at the end of the year when the
expiration date came around. We have staggered these expiration dates

throughout the year on a regular basis so that we will have one work

force and a continuous work load throuchout the yezr.

We also discovered that no one in goveroment had ever applied to

)

government the principle or standards of floor space per employee that-

v02 use in private business. They just went cut and built public
buildings or leased them and filled them with people without realizing
wow much £loor space was needed. So we s*a 24 applyino to state

government those standards that you use in private business and we wexe

able last summer to tear up the contracts an& not construct = $4,300,000

§ =T

ilding because bv wuttlﬂﬂ 2 employees clzsar tcgether in the
uildings we now have,a rew building was not needad then orx in the
*::eseeaule future. 1In a l4~stor§ building already under construction,
the interior was altered a litﬁle bit using the same space standards.
It now will house 1,051 more employees. By the end of the year we will

have reduced office space held by the state from nine million to seven
mi1liomn scuare feoet e 0 : .



e found out th£\ our phone bill was $16% mi.fion a year, No one
had supervised it; no one had ever thought to go to the phone company
for their experts who explain what kind of a phone system is needed.
FWe found out that wé have peorle with adjoining desks who had
communicating systems. They had lights on their phones s0 that the
fellow could sit and look at the light and tell whether the fellOW'besiQe
him was'using the phone. That cost two dollars per phone a month extra.-—
Now they can turn their head and look. Our phone bill will now be
$2 million less than it was before.

Every year-—perhaps it is true in youx state as it was in ours--the

papers would report the number of hicghway and freeway proijects that

would be delayed for a year or so because of higher costs of rightwcf-
way. Last year we were able to aanunce that on the basis of savings
already affected in the departmentsffinanced by our gasoline tax, We
were able to start $99 million‘WOtth of highway projects one year in
advance. |

Cur agriculture departﬁent~has,started a long-needed rabies researéh
department totally financed by the savings that they affect within thei?

own budget. We are rotating department heads just as you do in private

business to give a fellow a new slant at someone else's job~--to find
cut what a new viewpoint might discover. We diséovered, for example,
" that different processing of 1icehseesf applications will reduce the
time from 39 days to seven to 10 days because someone completely
inexperienced in their field took a new look at it. |

We are going to contract out some of our state printing jobs

because we found out the state printing office was not eguipped to do
some of the jobs as economically as private enterprise,

As you know, California is engaged in the great=zt water program

in the history of mankind and we are moving more watar farther than man

has ever done,.. At the s=ite time, we are going te .- waltiple use of
the reservolrs created. T“he largest earth-fillec :um is at Orovilis 2nd
it is grarg o azoate o lzke with 169 milas of shiroline,  Wa are gcoing

to cdevelop recreational facilities, but not in competition with private -

resort opeveton:. In cooporation with private business and poivate
investors there will e mu~s than two dollaws ©f private c-=pit=" invested

for every one docllar of state spending. e are going to be able to
cater in the recreational areas to the sleeping bag camper as well as
to the people who want to live in luxury hotels. We are going to begin

instituting this plan in all our recreational and park areas.
= :



federal government. We are going to continue with our own Aid to

Several years agq alifornia entered into an( ‘reement with our

federal aid program to supply technical aid to Chile. When my adminis-

tration took office, the State Department began to throw some roadolocks
in our way until finally we got the hint. Realizing the climate had
chaﬁwed~*~we discovered Little BLOther no longer llved in Sacramento as
far as Big Brother in Washington was concernedv—so'we just cancelled

out that program. That is, we cancelled only the part sponsored by the

Chile program. We cannot engage in a formal program. We cannot spend
any dollars we do not have. But California does have people with

know-how, so we went the task force route again and I appointed a

civilian task force. e think they will respond with a people-to-people

program, We are going to start with agriculture.. bespite the mild
climate, the good soil and enough water, Chile is desperately short of
food. Califérnia, on the other hand, has developed the world'é richest
agricultural’economy and we are going to make ocuxr know-how and
technology available to Chile. The people down there will be given
proper incentive and leadé:ship ané perhaps this can spread throughout
the states and perhaps we can do a little better with helpiﬁg our
naighbors across the Seas.

Not all of the Creative Society effor s are directnd towards

" streamlining the bureaus and agenc1es. When we had the teryible riots

i

in the Watts area a few years ago, one of oul 1ndubt 1a11ets~~Chad
MeClellan--went 1nkwhlle there was smoke 1n the aixr and gathered
together his fellow industrialists. He said we cannot solve all the

social prcblems, but there is a problem we can solve. We have jobs +to

give so they organized 2000 1naustr1allsts in the ILos Angeles area and

within a lS—month period these bus1nessmen on their own set up shop and
put 17,800 of the hardcore unemployed in the Watts zrea into'private
snerprise jobs.

%I contacted Chad Mchellan and asked hlm if he would take this

Cvay on a sta;ew;do baSL and *this he has done

We had another task force of financial experts who studied our

entire tax structure with the idea of having a tax structure that just

is not lzyer after 1~yer :hau has been piled op over the past but

rather a tax structure that will be geared to our economy. We do not

‘hzve a monopoly on the Creative Society. All over the land pecople are

finding cut solutions to problems.
ol



‘wirat are the otﬂi,fgreater unsolved problemgxahat’government has
assumed as its total jurisdiction? Housing is dne. I do not offer this
as a solution, but let me just throw it out for thought. We know that
public housing is a failure and we know that in most of our cities the
greatest area of crime is the area of public housing. We know that
in public housing they use the halls and the elevators for toiléts.

We know how a man refuses a raise or refuses an improved job because it
will put him above the salary bracket so he canncot continue to live in

public housing.

Why hasn't anyone ever asked how did suburbia succeed? Why hasn’t

someone thought that perhaps the answer is private ownership? Wouldn‘t
it at least be a try to give the person in public housing a deed to his
apartment unit--give him ownershlp Qutrlght-—so.when he had the oppor-
tunity to move up to a better job, ﬁe had an equity in somé property.
And perhaps he could sell his équity by mortgaging and cduld live in
the suburbs, too. And maybe you would make a lot ofkcitizens kind of
policemen and caretakers that would object to the neighbor that was
defiling the halls and the elevators or throwing bottles throﬁgh the
windoﬁs. It might at least be worth a try. |

We know that welfare is a failure. Welfare--to be a succesg—— L

should bring people off of welfare instead of always increasing the
sizé of it, kWelfa;e is supposed to be salvaging iigg}é, not destroying
them, Inicrime, the governmeﬁt's‘only answer is "cure poverty and

you will cure/crime." But we had the greatest pgverty we had eVer
known in the dark Depression and we had the lowest crime we have eﬁer
known and now we are in our highest prosperiﬁy we have ever known and
w2 have more crime here than in any other place in the world.

Could it b;éthat while government is so busy meddling in £hings
thét are not its'proper‘province it has forgotten that its principal
Smetin is to protect society from the lawbreaker a1 not the othe:k
woy o arnd? |

T..ore are so many obtl:T areas. Today there isn*k a stats Ia ius

nion that doesn't realize that one of the great prc,Lemo is the

financing cf hisher educat.on,. Each year costs are going up bvgher than
the tax revenues can axpa:ﬁ with the econ:ii.y and the fedesual cozvernman*
has stepped in w1th grants of all kinds to the point that now the
auLonomy of the college and unlver51ty is belng threatened. Because
with that money comes certaln strlngs and certain controls and people

are beginning to worry about academic freedom,

-10~
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o Cuee again, what& sout turning to the privaék sector? What might
happen, for example, if government would give a tak credit—--not a tax
deduction, but credit--to parents who were paying tuition for their sons
and daughters? Thus, perhaps tuition could be raised realistically
because now the parent could afford it because he»could deduct that
amount from his income tax bill. |

At the same time, industry and business today must find some fund

or some foundation by which to give money to have it deductible:. What

if they came to you, and within a ceiling of course, said to every

business concern: "you can take as a tax credit 'X' thousands of

dollars for the tuition that you will put up directly and personally

to talented young people who are needy students and who need help in

getting a college education.” That, too, might be worth a try.

An Ohio doctor said "for one shining gloricus moment of history,

‘we had the key and the open door and the way was there before us and

“the men threw off the yoke of centuries and thrust forward along that

way with such brilliance that for a little while, we were the light and
the inspiration of the world and now the key has been thrown away and
the door is closing and we are losing that way."

~ Well, we can find that way. We can find it if you and I are

- willing to reassert our right to run ocur own affairs; %o remind govern-

ment that its only power is derived froijwe the people"; that these
three words are the most profound words in all of thé Constitution.
"We-the-people" government is our creature, created by us for our
convenience only. Yoﬁ can have no'greater responsibility today. Thefe’
is no greater challenge and you can leave no more valuable legacy *to your

children than the restoration of the American dream.

i

# # #

cfutesr  Since Governor Rexgan speaks from notes, there may be addil-izns
to, or changes in, the above. However, Governor Roag?m will
stand by the abecve guotes.)
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OFFICE OF THE GOVER. R RELEASE: Thi, .day, P.M.'s
Sacramento, California

Contact: - Paul Beck

445-4571 1.31.68

EXCERPTS OF SPEECH BY GOVERNOR RONALD REAGAN
Governor's Conference on
Planring for Housing and Home Ownership Luncheon
El Dorado Hotel, Sacramento
February 1, 1968

I am grateful‘to all those who have participated in this
conference--the sponsoring groups; the Department of Housing and
Community Development:; Nat Rogg, yesterday's keynoter; Congressman
Clawson; and all the other speakers.

The wide representation from private industry, local, and state
governments at this conference indicates’the growing interest in and
concern for our state's housing needs. This administration is con-
vinced that many of our housing problems can be reduced, if not
solved, by having those public officiéls, professional and business
peopleg concerned with housing, fully discuss the issues. |

We were convinced in scheduling this conference that it would
present an excellent opportunity for those of us concerhed about
California's physical environment, more particularly its housing,
to discuss our problems and to explore new alternatives for,their
solution. Your presence here affirms that belief.

we have calléd this conference for several reasons; the
legislature passed a bill in 1967 known to most of;youkasvthe
"Housing Element Bill", or AB 1952, which the homebuilding industry
sponsored on the basis that it would improve our local plahning’ k
process as it relates to housing. |

We are hopeful that this conference can give élarity and

direction to that legislation as it relates to California's current

and future housing needs.

Second, while recognizing the need for planning, it seems to
me that a major weakness of plénning has been that it has failed to
involve the full complenent of iocal and private reéources, and much
moxe impor;antly, the needs of the people themselves.  In the field
of housing, this weakness has‘béen most obvious.

Iksigned AB 1952 because I believed it to be potentially a good
pieée of legislétion. But, iffthat potential is to Le translated i
into meaningful fesults, then discussion of its ihtent is wvery much
in order. We have no intention of permitting this legiclation to fall

short of success because of failure to adequately involve private

-
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industry and local guvernment,
. We also called this conference to add emphasis to this

administration's hope that in the future, planning for housing in

California will make maximum use of the home ownership principle.

Throughout our history, the principle of home ownership has
been a guiding influence in this nation's develapment. A former
President,”ﬁg;;:rt Hocover, said:

"A family that owns its home takes a pride in it, maintains it
batter, gets more pleasure out of it, and has a ﬁoré wholesome,
healthy, and happy atmosphere in which to bring up children.

"The home owner has a constructlva aim in llfe He works harder
outside his home- he spends his lelsure time more prothably, and he
and his family lead a finer life and enjoy more of the comforts and
cultivating influences of our modern civilization. ’

"A husband and w1fe who own their own home are apt to save.

They have an interest in the advancement of a social system that
permits the individual to store up the fruits of his labor. As
direct taxpayers, they take}a more active part in local government.
Above all, the love of home is one of thé finest ideals’oflour people”.

People do not develop a sense of pride in their neighborhoods
when the lawns are mowed for them byipublic héusing émployees;ythe
garbage is taken out by a pﬁblic housing;emplOyee; and everything else
is done for them. Despite all theleffpr;s and‘fingqmahagement‘of
many lécal housing authorities, they canﬁot overcome‘the fundamental
weakness of most public housing: namely, it fails to givé a man a

chance to own his own home.

What WOuld be wrong with giving a resident of a<gublic.housing

unit a one~time deed to that unit? He then becomes a‘property owner
with the property owner's pride in his posseésions.. Property owners,
W1thout questlon, take better care of their prOperty than renters. 

| 1th that deed the man in public hou31ng would have the incentive

to keep up his property, and if the chance came along to move to

sell , ~

something better, he could / his public housing unit to make a
downpaymént on the house of his choice. |

I believe this ié something th;t should b=z ekplored in detail.

We, as a people, are not 1nsenszt1ve to the needs of the disad-
vantaged. We are willing to be bold, 1mag1nat1ve,rcooperative and
innovative in solving social problems.

But it is not unreasonable to want these probiems solved within

the Framswark of traditional Amariean valitee o T Ao imesrd = T derm  rx oo
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‘problem=-~sdlving muﬁ{ pe the re~establishment of _aw and order, of

safety in the home and the streets.

I believe home OWnershipbcan help solve these problems.

This administration has been accused of being business~oriented.
It is, but not in the sense of offering special favor to any segment
of society over others. It is business-oriented in the application'
of sound business principles te the solution of public problems. It
is also a staunch supporter of home rule. There ishno field where
these tenets can better be tested than in the field of housing and

home ownership. Local government, acting responsibly under its home-

rule powers and in partnership with the california home-building
industzry, can make major strides in this field. I am confident this
can happen.

There are those who imply that administrations which use business

principles and practices as bench-marks in the operation of government

are without "compassion" and do not recegnize social values. They
seem to harbor the belief that government obtaine its financing from -
some extra terrestrial source. They fail to recognize that it takes
a healthy economy to make it possible for society to do those things
which must be done for its less fortunate members.

This is why this administration is doing everything possible to
keep that promlse to improve the business cllmate of Callforn1a~-
because the factors maklng up that climate are so 1nter—related that
a detrimental effect on one invariably affects the other. By the
same token, the strength of one frequently accrﬁes.to the benefit
of others. | |

Let me tell)you about some of the things we are doing which are
having effectsfoh housing and home ownership in California.

Early in 1967 we established a Task Force on Building Construction

which held many meetings during the year. The committee is composed
principally of private builders and developers, finance and real

estate men, and has as its objective the finding of new ways to

" .improve California's building climate. The task force works in con-
junction with the various state commissions involved in this broad

- field.

It is attempting to determine where end how we can cutigovetnment
red tape that might be part of Eur building and development problems.
It is investigating areas wheré the private sector can be ehcouraged‘
to participate more in solving housing problems.

The director of the Housing and Community Development Department



pelween the commitcee and our administration. ,
R (
Several recommendations have been made by the committee which
we are now exploring. In fact, one of them is well on its way to

implementation. This involves the development of meaningful research

and statistics which would be of benefit to local government and the

home-building industry.

Last June, when I addressed the Pacific Coast Builders Conference,
I promised that the Department of Hdusing and Community Developwent-
would be restructured in such a way that this research capability
would be provided by the Department. I am pleased to report that

promise is being kept.

The committee also pointed out the need for more current informa-

tion on the condition of our housing inventory. Thanks to the

cooperation of the California Real Estate Associat&on and many 6ther
private organizations, a very useful and unique report has now been
" published highlighting the condition of Californié's unsold housing

inventory.

Third, a series of fact findin§ heariﬁqs ﬁave been held by the
Department and Commission on Housing and Community Dévelopment to
review and re-define principal housing‘and community development
problems which should command our atgention during the néxt.few years.

We know that property taxés havé in some cases acted as a
deterxent to the developmént and preservation of low cost hoﬁsing;
Bs YOU know, we are working on a tax refo?m program; 1 have asked
‘that this reform program produce some tyﬁé of an inéentivé which
will)gigg the creeping blight in oﬁr cities. Too many potentially
good‘homes are being lost to the bulldozer because tﬁe Qﬁners have
found it mére profitable to let these homes iun down than to keep

them in good repair.

One possibility is a tax moratorium that would be instituted

oﬂ increased assessed valuation fesulting from home repair and
imbrdvement. The common Eomplaint is thag the first person to con-~
gratulate yoﬁ after you havé improved your home is the tax assessor.
We. are studying a proposal to delay that increased assessment fér ’,?v“
five yeafs, with the thought that more people will be encouraged to
upgrade théir’homes, énd the valuable asset that‘we have in existing
housing will be preserved and maintained. S

It takes money to build homes. Unfortunately, home building
activity is one of the firstrvictims when money gets Scarce. There

are signs already that unless new sources of money are found, and

fim 2T AAA 1t b s, Ty v marde s Araa e TS xS Yo ey o F
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the greatest housing shortages this nation has eaperienced since

World War II.

One relatively untapped source for home financing is the billions

of dollars in our various pension trust funds. To cite examples of

groups taking a progressive approach in this area--the Public Employees
Retirement System and the California Carpenters Pension Trust have
shown their faith in California development by pledging considerable

percentages of their available funds for home building.

Qur task force on building construction is concentrating its
efforts to provide answers in this field. If we can show fund
trustees that real estate represents a sound investment and yields
excellent, direct returns, we can at least partly solve the money'

- shortage. Many builders say they;can build sound attractive homes
-Eor $8 to $10 a séuare foot,cand shall make a profit if the‘proper
community climate exists. | |

That climate starts right hexre in Sacramento, Now we know that
red tape is one of the biggest deterrents to économical subdivisions
and héme building. Our Commissioner of Real Estate, Burt Smith, has
workéd to cut subdivision processing time in half throngh-stream;
lining of procedures.

Many communities, cities and counties, knowing that time is
money to the deﬁelopers,‘are.finding ways of speeding their approval
of plan checks and inspections.

We know that outdated specification codes add unnecessary costs
to building, énd much effort of late has been spent by more pro-
gressive building officials on updating codes to take advantage of
new products énd new materials.

But muéhéémuCh more work and push is needed in this areé if we
aie to enjoy the full fruits;of the genius of American industry's

research and development efforts. The Department of Housing and
Community Development is taking a leadership position by shifting
emphasis from enforcement to updating of codes and regulations.

Any discussion of housing nust analyze fejiﬁgk involvement. You
know, we are living in what might be called a "program era". The
federal planners in Washington have a program for every social pro-
blem, real or im;gined.

; 4 rock is thrown in a Tenas suburb and a national'"program“ is
established as é part of the‘so~called creative federalism. The only
"creative” thing about the program, however, is that it'represents

vet another federal creation that by-passes the states and takes away



individual initiative (

Another outgrowéh of the‘prograﬁ erd is the false hope crented
in people whose expectations of a better life rise but are never
filled. Low income people see and read press releases, pcetty
brochures, and noble promises by the thousands that flow from the
offices of federal agencies. When the promises are not kept, the dust
gathers on the brochures and the press releases become yesterday's
news, the "crédibility gap"” intensifies and "the iong hot summers”
become a way of life. |

To those who interpret these words as lackihg in social conscience,
let me remind you that the federal government entered the housing
field in 1937 with a public housing program. Thifty years later that
sane fedefal government says 26 percént of our pobulation remain ill-
housed. |

Thirty years later the streets of our citieé are unsafe."Thirty
years later most of that housing created under the 1937 program fails
to meet the sociai and physical needs of the peoplé living in it.

Is this the best we have to offer? We think not.‘ Public housing
has not and cannot solve the housing probiems of California and the
nation.

In recent months there has been§increasing;momentumkand effort

to involve‘the’independentfsector in social problem solving.

American industry has the know—how;(the resources, and the moﬁive
to solve many of our problems. The moti?e-uand ié/is a good motive--—
is profit, under a competitive system. g few housing units may be
built out of compassion, but the major needs will bé met because of
improved technology utilized by our private enterprise, profit-making |
system. | |

After all, profit is not a dirty word. The building of homes for
profit creates jobs for the groceryman, the painter; the gardener; and
wé could go on--but the:alternative is clear that profit must be con-
sidered in the productiog of housing. '

Caiifornia still has relatively few slums. The sordid tenements
of the East have been avoided, thanks to an active home-building
industry and a progressive home rule approach to government.

The excellent speakers and panelists you have on thistprogfam
have discussed many of the probléms facing home building.

I will not restate those problems. However, there ié one which

seems to stand out as a principal factor--land. Although it is not

yet the most costly item in home production, it is rapidly reaching

-
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Land 1is a primary factor in influencing site selection, design
of dwellings, and most important, the direction of California's growth.k
Good planning and land utilization, therefaore, assume great importance.

in the field.

Local officials should thus ask themselves:

1. Do our regulations unnecessarily affect the availability of
land for housing and impeds development’of homes? |

2. Are we setting aside an adequate supply of land to meet the
needs of California's present and future people?
. 3. Are corrective actions needed for any aspects of the land
economy ? |

You know, this administration already has had a great deal of
success in utilizing the talents of those in private industry to
fanalYZe some of California's more difficult problems and come up with
creativeksolutions to them. o

I would commend this approach to the city councils and éounty
boards and suggest that each of the 58 counties and 403 cities estab-' >

lish its own blue ribbon task force on building and housing. We have

found the task force works best when all segments--financial, home-
builder, labor union and local officials--are involved. Working-
together, they should be encouraged to express their observations and

recommendations through such a task force on the following subjects:

1. Codes and their appliéation:, 2 -

2. Land utilization:

3. Finahcial innovations with emphasis on private housing for
low and moderate income families. o

- The Leagge of Celiforxnia Cities, at its conference late last year,
placed the obﬁéctives of this conference in perspective when one of
the League réports ﬁrged: -

"Let us turn for the moment.away frdm"the problems of*today‘and’
face sguarely the challenge of tomorrow, to shape Qur,communities so
that each community of California will make a maximum contribution not
only to the good life for its own citizens but for the society as a
whole. For, in the words of %gg;;;lgeonard of Look Magazine-- |

'California presents the promise and the challenge contained at
the very heart of the original American dream; here, probably more than
at any othexr place or time, the shackles of the past are broken. In '

helping to create the society of the future, a man is limited only by
the strength of his ambition, the dimension of his ccncern, and the

i

depth of his courage to face the dangers of his own creation'".

T

(Note: Since Governor Reagan speaks from notes, there way be additions

to, or changes in, the above. However, Govemor Reagan will stand by
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Thank you very much. You are very gracious.

Mr. Chairman, I want you to know that it was kind of a shock to
me to discover that those vickets were yours and not mine, g‘@ave’
gotten so used to them, I don't ask whether they are goihg to be
here, I just ask which ones? One of my most joyous momengs‘@f last
year was Qetoing an OEC program that was going tovset up'a training
‘'school for more demonstratérs. | |

If there is‘one thing that we do not have a shortage of, it is
- demonstrators., Incidentally, Y am sorry if there'was any goﬁfusioh
as to»whether'or not I would be here. You told pe last year that
it was a trédition. and if there is ome thing that I/do not break,
it is tradition; I am even obhserving Washington®s anjgincoin¥§;birtha
days this year, Here we are after aiyear*s on-the-job training.
The‘redwooés g;gfstill stanéing and thegsearcthoes on‘fo: the Pel
River. | | |

1 ;u?écée we have all made some mistakes in‘sécramento, but
sometimes fhat just p:cées that somebedy stooped talking and tried
: to do something, One thing for sure, thezre is one mis;aké we will ~
not'be makingﬁ@p=thexe¥ I doubt that wé wvill see the Sta$g gf‘
california getfinto the séme»situatiog as»Iowa'feuad/itself recently.
- When the state of Iowa's Lonsexvation @ep@rtment returned a citizen's
$23 doliax gifﬁ for a‘smail,lake projegt—%sayihg. we gppreciate the
geéture,;but such a‘gift haS‘to be precess;d througﬁ too maﬁy cffices-~~
they seaﬁyit back, We are here to testify that ia the opening months
vof our adﬁinistration,‘we received algreat many g;fts~fsmall gifts,
checks ahd sometimes Eills-from peopie in Califézhia who sﬁid that
‘they wanted to help out in the fiﬁancial situationvof‘odr state.k

1'11 tell you something élse that wevhave léarned un %ﬁere toﬁ,

a lesson that another fellow had to go to Alaska to learn. He was

up there as a young boy in an earlier day. They began teaching him
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how to drive a dog teém. They told him that it wés vossible of course
to pat the dogs on the head and they would be friendly, bﬁt not to
fall down, or they will tear you to pieces.

Now, with regard to protocol, I did not really put down some of
my notes here with protocol in mind. kI only know that Frank Jordan
has to be mentioned first by me because he and Nancy are in collusion
right now on how tc get somebody to vaint a counle of the corridoré
in the state house up there that are a rather sickiy shade of’green.
And there seems to be a lesson in that someplace--as to why Frank
went to Nancy and not to me, I haven'£ figured it out vyet, but I
will tell’you that, after a year up there, all of us‘undérstand
better why he has been elected and;re—elected time after time through
ﬁ&e wisdom of the neovnle of Célifornia. We are ﬁost hanpy that he
is there. I do not know if it is protocoi, since Frank is absent,

I think that I should refer to thé absent membér—~Tom~Lynch~~who
has been vroving to us why the two party system 1ends strength to
our way of life.

‘He has served the state and this administratioﬁ‘wiﬁhcut paitisan-
ship ané haéVCOOperated to the fullest in trying to help us’with
legislétioh that will solve the problems of’crime én& pornography.

Now, I do not know where the next person comes on the protocol.
list, but becéuée there is such a wrong impression around, a feeling
‘about me and education, I want to make it pérfectly plain that it
"just ain't true ﬁhat'I’got noirespect fbr book 1éarniﬁg". Max
Rafferty, of cddrée, is the cohstitutional bfficer who is hon~partisah
in a friendly ;ort of way. FHe continues unceasingly to upgrade
education every day.

| Then, there is oux controlléf, Hugh Fiournoy.' While Hugh hask
been denied the legislétion he‘wénted in order to solve the vproblem
of the inheritance tax appraisers‘ system, he has proceeded on his
own to reorganize that varticular brahch of govérnment, hbt only to
make it more efficiént, but to mgke the criteria for those who would
serve:in that capacity, by test and examination, proof that théy
. have the knbwledge and proficiency necessary, instead Qf simgly

having te demonsEratre an eoveegsive smount of nalitrical »aal sk



Then, of courgg, there is our den mother,(ufwoman Who has
" handled more money than any other womah in the history of‘the world
and she is proving to us that “mother knows best". She has marketed
$600 million dollars worth of California's bonds this year, i?épite
of a bad bond market and until it got too bad, many of those bonds
were marketed at lower rates of interest. | This béspeaks‘confidence
77777 on the part of a great many of the financial people in the country
in Ivy Baker Priest'Stévens and also in this state of ours. Now,
one of her functions is to invest state funds so they will earn
revenue until ﬁhe time has come to use them. And Ehis year, she had
an average of $18 million a day less to invest than in the‘preVious
year. Yet, with that reduced‘améunt hér inﬁestmeﬂt earned tﬁis
state $11 million more than had been earned in thé‘previous year.
Tﬁe $67 million in earnings is enough to run her department for 150
years,

It is hard tQ know what to éay about the Lt. Governor.V He just
lulls around vresiding over the Senate, when hevisn't‘é college

‘trustee or a regent of the University, or on the State Lands Commission,
or'holdiné.a mééting of the Commissién bf the'Californias, orkbeing
chairman of the Automatic Data Proceésiné study that is being under-
taken to bring us some of the management?tools we;ﬁeed. Then, of
course, he also is chairman of the Bicenéennial Commission, the Job
Opportunities Board, and certainly, of great importance, ié ﬁis

liaison with H.C. McClellan in that great program that is going on
in our state With'regard to employment.

Thetekare a number of other‘things thaf he has to do. Hé is the
o@ly)firsfkterm Lieutenant Governor ever to‘be~appointed to the
Eéecutive Committee of tﬁe National Council of Lieutenant Governors.

""""" He is bﬁsy.

But‘just to pro?e though that he has some spare time--since I
have:to leave town tonight--he will{be‘making thé awards in the
morning which I underétand his predecessor was never aliowed to do.

Some months ago I was attending a Governors' Conference. We
£hought that it was a very important Governofs' Conference and one 

at which California should be revresented. After'arriving there
- .
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kt séemed that a piece of the long hot summer might eruot. :Xn fact,
it was about to erupt in California. There were some who thought I
should climb into the plane immediately and head back to celifornia.
I said, "Well, Bob's there isn‘t he?" They agreed £hat the situatiOn
was well in hand. So I just stayed at the Governors' Conference.

He ig a teammate. I told all of you weople last yearkhekwould
be just that--and we are. |

We »operate in that way--a kind of board of directors with thHe
- Cabinet QOfficers and these Constitutional/Officers who ragulaxrly
‘meet once or twice a week. At these meeﬁings we roundtable thé Yo~
blems we ha&e in California.

It was just a year ago that I iﬁterruptedywhat I wasktoid was
a7y honeymoon to be witthou and incidentally, I've learned since then
that it wasn't a love match. I reported to you then what we were
going to try to do as well as some of the first steps‘that had al-
ready beén taken to meet the fiscal problems of Céiifornian—problems
which we had just been uncovering. Those problems éould not have been N
worse if this state had gone to Las Vegas. bAt that time I told‘you'
;w,we,had sét a<goa1 for the six months before thekehd of the fiscal
year to try and redﬁce the.expénéitures by some $20;@illion dollars.,
Well we made it by June 30th, and with a number of millions of doliats
to spare, thank heaven. While-we were busy economizinngherever'we
could by trimming our sails, there was one run-a—way.érogram in the
érea of welfare é;lled Medi—Cai that was spending s¢ excessively thét'
we were only able%to balance the books andkbalance the budget by
dint of fhe saéings that had been made in the economies during that
six months period.

We submitted a budget_shortiy after coming into’officé a year
ago thaﬁ was 7% higher than the orevious year, which meant that
ip was within the ability of the fhen new tax strﬁcturé to cover.

Our taxes p£oduce abopf 7-8 percent\in‘ihcreaséd revenue each
yeaxn; This 7 percent increase répresented a little less than half
of the increaseé Qé had come to know during previoué years. Of
course it was referred to as a record budget. But all California

budaet+a are record budaers and will eontkinitie 2 o romeed  Tnredera e



as long as we increcse in pooulation and as lony, as we have inflation,

because the combination of theseAtwo factors amounts to between 7-8

percent increase in the cost of government. That figure is predicated

on the higher price of materials, the higher wages that must be paid,
the growth that must take vlace in certain departments to match our
own state growth, and so forth.

This year;s budget, which will be announced‘next week; will
be 7.1 percent higher than the previous budget. |

Had it not been for‘tﬁe economies that had taken place this
last year, in spite ofylast vear's tax increase, welwould have had
té ask for.$l30 million in new taxes’simply to finénce this budget

this coming year. Now this doesn't mean that the cost of Government

“has to be as big as it is. BAs a matter of fact, the story that I

just told about the coming year's budget is a little more attractive

than what I presented because, within that 7.1 percent tax increase,

there is some $200 million that is actually for tax relief. It is
going to be returned to the citizens at the local level in some
practical form tb help alleviate the tax burden at the local level
andAat the/counﬁy levels. Iﬁ addition Eo that; it aléo includes

$90 million for capiﬁal constructioﬁ,vlafgely at our universities and

colleges. This is a first because, heretéfore, this construction

has been financed out of bonds. Now we're going on a pay4as—you-go

basis just as far as we can, so the budget also reoresents that increase.

I beliéve that we should continue to reduce the cost of goﬁern—
ment. This will réquire fhe help ofkthe 1egislature,ksince we will
come to the Point where there is nothing furthér we can do administra-
tiéely. ‘During thisksession‘ﬁe will need the helop of the“legislature

§
1

with regard to welfare and the program I mentioned earlier, Medi-Cal.

- There has been some confusion about this but in this last year we

began to discover the run-away tendencies of Medi-Cal.

Our first estimate was some $210 million in excess: of the

budgeted amount. But this was not $210 million of state money.

This was the $210 million total of state, federal, and county funds.

~This means that there was something less than $100 million in excess

spending at the state level.
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There has been soge comment we have been looié and careless

with figures. This is hardly true when you stop to think that

Medi-Cal wound up the year spending $63 ﬁillion in excess of what had

been budgeted. And $63 million is not tdo far away frbm the $100

million that was projected several months before, when we had to

guess at what was in the pipeline. And part of that reduétion was

not just a mistaken estimate. Iﬁ was.because of édministrative

improvements made in the program by Spencer Williams; cdenartment,

some wiﬁh the help of the_ legislature who allowed'us‘ﬁo change to a

modified acgrual'bcskkeeping in this field, and also‘allowed us‘ﬁo

shorten the six month period to a two month period %or submitting bills.
Now, Alan Post, the Legislative Analysi toid us andrtold the

legislature that in spite of the administrative.saQingé that wekhave

made and aie continuing to make in that program, we cannot Continﬁé

ledi-Cal as it is presently structured without having a tax increase

‘almost every year simply to pay for this one program.

Incidentally you all know that for several years the Eounties
have been storming the gatesjof Sacraméntp demanding that the state
take back the adhinistrationgof welfare, kgke it off their hands.
You might be@interested to know that this year thereahas beenka

complete turn-around and the counties do not want the state to

administfate it. This comes as a result of the efforts that have

been made at the state level to free the county administrators from

undue régimeﬁtation, regulationband the red tape’that has bdund them
heretofore. As a matter of fact, in less than a year, Spehcef
Wiliiams trimmed 2500 pages of regulations enforced on Ehe ébuhtiés
by éhe‘stéte to one manual 6f 200 pages. Now thié is just one
example‘of the sound business:pfinciples that are being nut to work
as we promised a year ago.

and more to follow, particularly;when we begin;implementing the
task force reports you are all familiar with.

Some 274 of your fellow citizens--perhaps that includes some of

you~-~have been serving the state for about six months and have given

us 2,000 specific recommendations for making government more efficient,
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into etfect simply ﬁx administrative order. Léb; yeaﬁ I told you

we were going to put a freeze on the hiring of replécements ofkemployees.
Every year for the last decade the number of employees in governmeht
has increased 4-5% nercent a Year. Wekput a freeze on simply hiring
replacements, By June 30th, at the end of the fiscai year, we had
not only stopoed that climbing trend but had reversed it by 2.3
percent fewer employees in the state than there were whén.we started
in January, 1867. It has been somewhatrreduced in the last few
months abbut 1.8 percent. That's simply because we havé recently
been impiementing legislation of two years ago which calls for
‘tripliﬁg‘the size of the étate highway patrol.

We are nonetheless continuing 6ur efforts to make governﬁent more
efficient and a little smaller in size.

We have one particular devartment, as a mattef of fact, that has
almost doubled in staff simply because they are Swifching to auto-
mation, and in the switch-over they.must have a large number of
temporary emplcyees; ’But when this is fihally completed and the
temporaries are dropped, the permanent structure of that department
will be feducéd. Public ﬁbrks'has redﬁced’ité budget positions by 11

percent through employing better buyingtprocedures and using more

i 4

modern buéinessrpractices. From Februé#y‘to Octoﬁer of last year
Public Works saved $22 million in the ovurchase of supplies and
equipmént for the state. We have a need to install in every departmentk
adequate ﬁost controls; This would be in a simple, uniform format.
Business'managemént practices would enable us to push a buttbn to

find out how we are spending throughout the~yea£. how many employeés

Qe have, and So forth. gt present you wquld be surprised at the

émount of snoowning that(it'takes to findxout howimény peonle are

on the payroll.

In:£hé division of corporations such a procgdure is now being
empioyed;: This ié oﬁe of the Aiviéions that islself—supporting.
Money comes into the devpartment and excess money is turned over»to'
the general fund. ‘Bob Volk estimated last year, shortly aftér he
had taken over this assignment, that in thiskcoming year the general

fund would reap an estimated profit of $163,000. By the end of the
RS , \
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‘first six months of this fiscal year, the profit ﬂés reached $892,352
and it will top $1% million by the end of the year. Cost reductions
due to eliminating unneeded work, strict controls and a business
approach to government were all responsible.

The division administrating savings and loan could not save the
state any money, but it did save some of the citizensksomé money
because they are financed éémpletely by assessments leveled against
the savings and loan institutions. They have reduced those assessmeﬁts
by $300,000 a year, simply in economiesjthrough modern business
practices in that department. of courée this is not réflécted in é
reduction of the budget. There is also another great saﬁingé I would
like to tell you about. It is notJreflected in the budget because‘
it’is in the area of those departments financed by the gasoline tax.
Now, here the money must be spentkin those~éreas for highways.

There is no way to turn this back. But you might be interested to
know that over in that department they'have'exercised suéh controls
and méde such reductions by means of modernizing and étreémlihing |
their operations that I believe I can say we are starting, one year
“in advance, 44 highway and freeway projects tofalling $110 million.
This is red tape téanslated into concrete and steel, The'fact is,
$110 million comes almost ehtirely £rom adminiétrative’savings.

How many of you drive down a street that has been newly Sérviced
and three dayS'later they are digging it up to put a vipe under it.
Don't they talk ;é each other? Well we do. This round’table_set~upk
I mentioned~-theféonstitutional officers, Gordon Luce, Spehcer‘
Williams, Ike ﬁivermore and Earl Coke--~has helped the administration
reduce’departmental requests for this year's budget:by a total of
$500 million.

In San qoaquin County, a éanéi which is p;rt of the watér orogram
is going through the delta. We aléo have a freeway called the west
side freeway. They are bo;h going to be routed across the weét side
‘of the:county. This was going tdgentaii two right—of—ways; It was
going to entail a wéter projéct buying land on which’to'dump the
dirt which tﬁey take out of the canal. It was also going to entail

the highway department buying land from which to get 7 million cubic
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feet of fill for the freeway. Instead, they came into the office

the other day to sign an agreement--an agreement for one right-of-way
which both the canal and‘freewaykwill share. Thé highway is going in
kfirst. This will provide the rough digging for the canal. The dirt
that comes out of the canal will, in turn, provide fill for thek
freeway.

But the excavation will create pools. So, Fish and Game got
into the act and is stocking the pools with warm water fish. The
Ssavings on just the fill alone and the grading will amount to
‘$5 million.4‘But, it doesn't stop there.

Down'through the years we have ?ead about the conflict bétweén
the highway depértment and those who look at the aesthetic values
of the state: the park and recreation people, the peonle who want
to preserve beauty. We'knowkthe,horrible battle that took olace
uo north with regard to puttihg-~or trying to put--a freeway through
the redwoods a few years ago. Well, here they are talking togethér.
For example parks and recreation andAthe highway depértment haveAa
six man commission,ka team that is ub ip the Tahoe area right now,
choosing the riéht-of—way for the freeQay that will be going aroﬁnd
the 1ake; to make‘sﬁre that it in ﬁo waypinterferg§ with, or harms,
the beautyiof that area. And they are géing to continue along this
line so that wherever possible We can keep the aésthetic‘values, the
_natural values, the beauty of our state.

There is more to this administration than just trying to practice
economy. 5Although I know we talk so much about it-;because iE is
-such a problem--I am sure some ?eople think that we are complete;y
négativé in what we havey@one. Sometimesxwhénthey complain, I wonder
if they;have a picture of us sitting up tﬂere in Sacramento on a
treasﬁre ghest, just being stubborn saying, "we're not going to give
it to yoﬁ, we won't spend it." Andzof course ththruth ié if someonge
gets all the ﬁoneyrthey want fof their aepartment it's got to coﬁe :
from somebody else's devartment, becaﬁse there is just so much to
‘spehd, and it's all going to get spent. At the same time I think
~we're taking as much money away from the people oijaiifornia as any

government should take., I'll tell you now this administration is



Vpledged to not ask, agd will not ask, for an incrgase in taxes. But
we haven't over-looked the services we have to perférm.

We have a transportation task force for the first time in this
state. It is headed by William Pereir% a noted architect. It covers
every type of transportation from rapid transit, to highways, to air,
to water. 1In this way, all of the problems of transportation can be s
put together under one group qualified to discuss it, to try and get
scme Overall vlan for our trensportation needs. We have the same
basic type of commission to appeal to the‘problems of pollution,
not only of air, but earth and water.

In the area of conservation, with all theywafer needs that we
haye in the state, we have aiready Sﬁcceeded in protecting one wild
river along a fifty mile étretcﬁ in northern California. We are
going to protect others wheré we can so they will reméin the scenic
wonders that they are.

Ikhéve always been disturbed. firiang over some of the great lakes
that have been created in ouﬁ water‘system. On one portioh ¢f the
‘lake there is‘usually a pieée of brown with some concessions that
( nave beeh créated there, or which the state has commandeered, and if

- comeone wahts to usé the lake for recreation, he must come in through
that one particﬁlar entrance, Qut the rest of the lake shore stands
vacant and idle With a fence around it--assuring that no'one‘can haye
access to it. Well, in Oroville we are £filling up behind thet greatest
of all earth filiéﬁ dams a lake that will have 169 miles of shore
line; Bill Motf;iin Parks and Recreation, has embarked bn a’plén
whereby that la#e is going to be opened up to private investors and
we are gbing to providé resort recreational facilities for everybodyk
from sleeping bag camper to the person‘who wants a luxury hotel.
Included will be housing developménts that will be created around the T
lake, lake shore developments, lake shore homes, and SO‘forth;' In
fact; there will be $2 of private cavital invested for every dollar
the‘state has put iﬁ and we are éoing to spread this to other aress
becauée again we believe that the resort operatérs in our staté’are

the best qualified to make use of these wanders and to make them

available for the neovle 6f our abtnke.



!

We haven't negfected human resources. In gue first six honths

of this year three times as many of the physically disabled were
rehabilitated and put out into self-sustaining jobs as in the previous
period a year ago. Ode of the great programs in human resources, and
Bob (Finch) should be telling you about it because he‘has been
‘dealing closely with it, is one by Chad McClellan. Right after the
Watts riots he moved into the area‘and got 100-150 industrialists

© to go in with him with the idea of vproviding jobs for thé hardcore

unemployed. And in a l6-month period they wut 17,800 of the.unemplbyed'
in that area into vprivate enterprise jﬁbs. They put them to work
and 2/3 of them still remain with jobs. Half of the remaining third
are only ouf of these jobs because they were proﬁoted to better jobs.'
Thirty percent of them have moved out of the area td better homes,
proving that the walls of the ghétto~—if there are such—are economic
‘ énd can be broken down if you give a man the price to go through
those walls-and‘to choose whereyhe wants to live. chad McClellan
agreed, at our request, to dokthis on a statewide basié. He haé
organized, in all our leéding citie§ throughout the state, a program
aimed diréctly‘at the minority comménities, and underpriviledged
areas. - Today there are 20,000 empldyeréain Céiifbrnia signed up and
participating in this program. They arefputting Ehe unemployed ih‘
those areas to work. =
Now, I talked a great deal during the campaign ébout turning
to the gréat’welth of manpower and womanpower that we have in the
state. Inéidentally I should add thatkin Chad McClellan's'effort,
as they continue to put thousands of péople;to work, those who are
aireadyxat work are averaging $2.75 an hour, including the women,
'H;re toQ there is a great staying power.yxoﬁce givén jobs they are
proving‘what so many of us have said. Government should stop being
‘in‘the bﬁsiness of destroying human beings by way of the soul’
destroying dole. 'On?the contrary,‘we should be salvaging and helping
human beingé.
I éuppose you think I should stay away from a subject like mental
health, but I'm not. Here again I am happy ﬁo tell you that in snite

of all the furor that was raised and all of the somewhat confusing
, ~11l-
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"information that came\ﬁp, we will again this year, as we did last
veaxr, be increasing the budget for local health care, the regional
health care centers for the mentally ill, to further stimuiate the
‘reduction in tﬁe patient ovopulation in our mental hospitals. Just
a fgw years ago that poéulation numberea 37,000. We believe that
in the next few years it will be down to a hospital ponulation of

about 13,000 which will really represent the irreducible minimum

because thease will be custodial cases that will have to he hospitalized

for the rest of their lives. The oﬁhers.represent an~actuél gain,
in that they are returned to their communities and are able toklivé
ncrmal lives.

You might be interested to knéw that in spite of all you have
hezvd, Califorhia is spending mére per patient inkthe area of mental

health than any other big population state in the nation.gyBut what

is more important is that you are getting your money's worth, because

we also lead in the peiéentage of patients who are taken out of our
hospitals and returned. They are then able to live a normal life and
live on the outside,

At Camarillo Dr. Nash recently announced that for some time he
has had two retired executives from industry here in Californiﬁ.
They are Qolunteers ét,that hoépital. Hé gaVe them carte blanche.
He admits that he took the cue from our task forces. He gave them
carte blanche’to{come in and look at the business operation at the
hospital and m€k¢ recommendations. They have been engaéed in eveff
one of these ?ffgrts doing a fantastic job.' We‘ére Qoing~to coﬁtinue
to find uses for these prematurely refired people because we think
they are only too happy to serve’if oniy someone will ask thém and
voint the way. | ’

We are seeking a programViﬁ‘tax reform in an attempt to give
our tax strﬁcture economies so that we don't héve<t§ keep coming back

for a tax increase; so that we can have a flexible tax structure that

willffluctuate with the ecohomjl We have again introduced legislation

to control pornograply and crime. We are going to actively get into

the area of welfare reform.
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they thought. They were,plcklng up

Incidentally, anu I should have said this Warle I was back on
that subject, perhaps we just started too soon with some of the
things that we are doing with Medi-Cal.

You know, for a time it was kind of lonely out there. Then in

the’last few weeks it began to get brighter. I got a phone call

'erom the Governor of Maryland who said that he would like to talk
~to me about some of the problems of Medicaid because he had just

- discovered that Medicaid was just about to throw his budget out the

window. And the next call I got was from Massachusetts. 2nd we found
» was

out that our good neighbor over here in Nevada /: .asking the legis-

lature to cancel Medicaid entirely and start over. They Geoxge

Romney called to say that if they implement a next step to Medicaid

~in Michigan they would be $50,000,000 in debt.

When Nelson Rockefeller called, he told me that he was asking
‘the legislature to schedule permission to drop 600,000 veople from
the Medicaid rolls in New York. The plain truth is that federal
governmént foisted on thefétates a program which will in truth
bankrupt any state in the country that tries to operate without the
proper controls;‘ But let ﬁe, because Ehere hasvbeen so much confusion,
make one thing plain about this--~there is no desi{é on our part and

i

no intentjon of doing anything to see that those who need medical

care and can not provide it for themselves are denied such care. We

believe that it is our responsibility to provide it and we will pro-
vide it.
i “ . ’ &/\.“/’1
However, we believe that we shouldn't be bound in Tw adminis-

tratlve monstrosities that make it 1mooss1ble to control the program¢

‘d like to cite the examole of a family here in callfornla that was
late in. gettlng to the doctor. The whole family was coming in for
shots and examinations and. so forth on Medicaid.’ They amologized

cheerfully to the doctor for belng late. They said that they had

had another exrand on their way to the offlce that took longer +hap

their tickets for Honolulu;' I

Suppose the shots were to enable them to go
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wasjsomething in the ﬂ;ture of a revort, I th6UgH£ that because last
year we started off by telling our tfoubles, you had a right to read
“he scoreboard and find out what we're doing and we shall ¢ontinue

to do along this line. I believe that california can be as great as
its people. I think that its veople have just been greater than
anyone could believe they would be. I don't believe that there is
any apathy in Califcrnia on the vnart of veonle about their government.
I might 2lso tell you we have guite a tourist trade out here because
this is where the action is and they want to see what is going on.

We hope tﬁat in another year we shall be able to make é repczt
that will ééntain less vredictions of things in theifuture,’and will
“include some of the answers in the form of the continuing task férce
repnrts. We hove that we will be able to tell the success of the |
newly inc+ituted tax refdrm., | ‘

I can tell you now that wes are going to continue along the
course that we have sét for ourselves. We are‘going to continue
reducing the cost and the size of government. We beliéve that ‘this
~can be done without impairing the effiéiency of government. We
‘believe that theré is still'mﬁre leeway aﬁd more fat to be trimmzd
away. But we also‘beliéve that we can keeé this stéte in the fore-
front as it,is today | |

~--In the areas of providing’highways for our people to travel
the length and breadth of the state. o
| ~-In providing recreational land and providing parks for our
veorle. | |

- =-In the areas of caring for the needy and those who reguire
our%help.‘

| --In the area of presérving what is oné of the finest educationél
systemé anq'higher educational systems in the nation today.

For wé are not only going to carry that on, but we bhelieve that
the educatidnai systemkshould be more available to”ﬁhose who are
disadvantaged and come from the lo&er income groups. ‘e believe they

should not be orevented from getting an education in our public
universities because the cost is too high. That‘is‘why we are doing

our best to institute a plan that will provide the where-with-all
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for deserving studen%é who are denied an opportunlty.for an education
today.

We'll continue, that is Nancy will continue, to look for a
place'for us to live. We've done that, too, since we were here the
last time.

Again I want to thank you for the opportunity to revmort to you,
’and to tell you that in the days ahead, also, I hope I have an
opportunity to meet with you on some of these projects; to brief you
in advance and‘hopefully enlist your support on the things we are
trying to do.

There‘s one other promise I'll make at this particular »lace
to this-audience. Our's is an administration that believes, without
any duestion, in the peopnle's right to know._ And that means your
right to tell them, and you will be kept informed of all that we axe
tryving to do.

# #  #F  F # # o #
NOTE: since Governor Reagan speaks from notes, there may be additions

‘to, or changes in, the above. However, the governor will stand by
the above quotes. ; : '
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. BUDGET MESSAGE OF GOVERNOR RONALD REAGAN TO THE -
SENATE AND ASSEMBLY OF THE LEGISLATURE OF CALIFORNIA
'ON FEBRUARY 5, 1968

In'acchdance with the provisions of the State Comstitution,
I éubmit herewith thé bggggg_of~the Statelof Califérnia for fiscal
year 1968-69. | |

I want to make my pOSlthH on flscal pollcy absolutely cleaf
at the outset of this message. I do not seek,‘nor will I support,
~any increaSéd taxes for Californians in the comihg year. Neither;‘
~wiil I support the adapiioﬁ éf any programs that-areAbeyond.the
bcapacity of the State's revenue system tolfund in the foreseeable
future, and which would in effect dlctate an lncrease in taxes in
‘the follow1ng year. ‘ |

Tbtallexpenditures‘for 1968-69 ére listed at.$5,699,536,034,
an incfeaée of $379,351,028 or 7.1% gEove‘the ;evised 1967-68 budget.
TheSe'proposed éxpenditureslare fiﬁanced from tﬁree éoﬁrces: 69% is
deriQed f&om.General Fund revenues, 23% from Speciél Funds and the
remaining 8% from Boﬁd Funds, |

Examining these Ehfee principal buéget categoriés in reverse
~order, it should be noted that Bond Fund expendltures are progected
at $465,031,711 for a reductlon of $184, 788 586, or 28.4% below the
revised 1967-68 1eve1 The reasons for this redﬁctlon are threefold
1) utilization of $38 5 mllllon‘of tideland oil revenues for hlgher

education capital outlay, (2) a reduction in the overall State

building program, and (3) the transfer of
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our building program for State institutions from bond funds to
current revenuss.

The level of expenditures projected for Special Funds will

remain almost unchanged. The projected level for 1568-69 is
$1,336,424,700, and is 0.4% below thé’estimates for the current year,
It should be‘noted’that 43% of the expenditures from Special Funds in
1968~69 will refléct shared reve@ues collected by the State and
retufned to local governments‘faf use by them.

The remaining two-thirds of the budget for the coming year
is financed from the General Fund. These expeﬁditures are projected
at $3,898,079,623, for an increase of $569,810,193, which is equal
to a 17.1% increase above the 1967-68 revised SPending~ieﬁe1. However,
a'totgl«of $216 million of this nearly $570 million increase will,beﬂwh

set aside to provide local property tax relief in the coming year,

leaving a balance of 3354 ﬁillion to finance the added costs of the
State government and local support programs for fhe~coming year.

Adjusting for property tax felief, Qe find the General Fund
budget increasing by approximately $354 million or 10.6% above the
revised budget for 1967-68. It should be noted, #hat if Canital
Outlay for 1958~69 had not Been shifted to pay-as-you-go, then the
General Fund;iﬁcrease would‘have been 8.8%., Included in the $354
million increase ar§ five items that total $303 million. These
are: (1) education Subventidns, up $69.3 millidn; (2) higher
education, up $67.8 million; (3) Medi*éal, up $62 million;
(4) Staté‘employee salaries; up $57.3 million; and (5) ’welfare

programs, up $46.6 million.,
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Tha remaihder‘for financing the General Fund increase in State
operations, after allowing for the fcregoing five high~cost items,
totals only 551 million. Therefore, adjustments‘within‘and'between
DYrOgYams wevre xequired in order to strengthen this small margin to
maet‘pfiority services, growth needs, and to provide the base for the
conversiog to a $90 million capital Qutlay pay-as%youwgo program.

This, then, is a capsule account of the budgét which is'presentedk
to you today. k

The following paragraphs, will, offer some pertinent background
on our budgeting procedures, emphasize some of ou:'budget proposals

and summarize the fiscal challenges facing us for the coming year.

Budget Background

“The cqniinued practice dfoverspgnding‘the Stgte's annual
revenues and coVering yearly’defici;s by;"oneutime” tax accelerations
duiing the first{half of this decade reacﬁed a climag invfiscal year
1966~67. That wasvthe year when the Staté, in recognition of the
fact that it woﬁldkbe spending more money during the year than
12 months of revenue could produce, turned to g full accrual accounting
system in order to achieve a balanced budget. 1In fact, the State |
Controller's financial statements now show that the State of
California in 1966-67 spent $112 million of its reserves plus $334
millicn of revenue collectgd in the follow;ngiyeér in addition to
the revenue collected during:the normal 12 months' period.

Moreover, the adoption of the accrual system depleted the

1966-67 year-end cash operating position to the extent that, for the
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first time since the depths of the depression, thé General Fund
entered 1967-68 in the red by having to borrow $194 million. This
condition if it had been permitted to continue, would have violated
the eonstitutional pravisioﬁ,prohibiting continued debt without a
vote of the people,

It should be recalled that the original budget proposal for
1966-67 contained a request thatw$132 million be Sét'aside,as’a
_reserve to overcome the obvious Aetrimental effects of the»then—
proposed accrual accounting; ‘Unfortunately, this provision was
discarded and until this year the cash problem remained unsolvédk
alonglwith the greater problem of how to’finance a deficit bﬁdget
after no more ”one»timef tax adjustments were availébie;

In 1967 1 asked thevLegislature to work with me in}
solvipg the State's financial problems, and together we took the
~initiai steps towards reality by tightening up on State expenditﬁfes
, in all départmenfs and by adopting a badly needed’ tax iﬁcreasé‘fv
program for 1967-68, This tax program proﬁided fuhds for five
| major purposes: | |
;1.; To finance the State's current level of
?é'expenditures‘on a realistic basis by’

i ?ﬁroviding’adequate revenue,

2. To set aside $194 million in 1967-68 for
restoration of the General Fund to a
minimum position of cashkiiquidity-

| - following the depletion of this- cash

position by the advent of accrual

accounting. I
H _4"



3, To provide $216 million for an ongoing
property tax relief program in 1968-69.

4. To increase funds for support of leocal
schools by $145 million, again on a
continuing basis.,

5. To allocate $90 million to a pay;as—you~go
capital outlay program, thus reversing a
long time trend of piling debt upon debt to
provide for the annual needs of.state
construction. |

However, even with these new funds available there remain some
very important financial problems for us to solve.

Last yeér, we did not legislaté an answer to’the problem
of‘controlling those majdr'programs,whiph are increasing at'a rafe
much greater than our raﬁe of taxirevenﬁe increases. It is obvious.
that we canhot long continue programs tﬁat outpace our revenues
without eventpal, tax increases, Nor can we adopt new programs
financed by '"one-time'' tax windfalls without regard to costs and
sources of revenue for ensuing years.

Govérnmeﬁt has an obligation to look beyond the down payﬁent
stage, when it adopts a continuing program.

|

Iﬁ answer to this qéed, I am today asking the Department of

i

Finance, with the cooperation of all State agencies, to prepare

five-year forecasts of revenues based upon our existing tax

structure and five-year projections of operating costs based upon

-5~
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our existing programs. These projections will be updated annually
and will provide the taxpayers of the Staté, as well as the State
government itself, a blueprint of our future commitments. Fof |
years our capital outlay budget has been projected on a five-year
basis, while our operating and support’budgets; which are many |
times larger than capital outlay, have been routinely considered

on a year-to-year and too often on a crisis-to-crisis basis.

Also we need a realistic operating reserve to absorb'revenue
and expenditure fluctuations; Since a drop in General Fund reve-
nue of just 1% would create a fund shortage of almost $40 million
'during'the next fiscal year, 1 strongly favor the reestablishment’
of a reserve figure, equal to at least 2% of our annual General
Fund budget, at the eérliest poséible date. Such action could
eliminate thé need for emergency progranm reductions resulting from
normai ecbnomic'fluctuationsAduring a budget'year, as well as pro-
vide some protection against unforeseen ovérspending such as may
happen thiS‘year in the School Fund, wherein the statutdry spendiﬁg
limit exceeds’the funded estimates of school apportionments by

over $60 million.

Budget Proposais

Governmeﬁﬁs throughout:the United States today are feeling
the pinch of limited financial resources. The’Federal Government
is faced with an annual deficit in the magnitude of $20 billion
as well as severe program redﬁctions. In California, oui cities
and counties are finding it imperative fd establish and enforce
tough priorities in order to fit thelr services to(their revenues

in the coming budget year. At the state level, throughout the
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Nation, the probi_m is much the szame, Eithé; state spending

programs must be controlled or taxes must again be,incredseda The
State of California is confronted with thé same predicament, but

I am convinced our problems can be solved without imposing additional

taxes.

In fact, in keepling with our promise to support property

tax relief, later in this Session I will present a plan to réduce
property taxes through'the application of State revenues.

I firmly believe that we, the Legislature and the Administration,
have the joint responsibility to enact a state budget within the
limits of existing income. This, however, can be accomplished only.
throughvcoordinated administrative economies and 1egislativé actions.

The budget I submit4today reflects economies in administration
and anticipates specific 1egislative action to contrC1_the‘spiraling
costs of Medi-Cal and welfare programs.

In,prepa;ing this budget, weéwere faced with many decisions.
Program priorities had to be determiﬁgd within departments and
between départments. Administrafive éQntrols, which we adopted
last yeér, were supplemented by furthe; savings as we reexamined
each departmental proposal. In our bﬁdget hearings and related
budget review ﬁroéedures, all State programs were analyzed in

detail. Staffing patterns were challenged, and operating expenses

broken down for better scrutiny.

Early in this process, I established certain priorities.

;One was for higher education. Although revenue limitations preclude
?granting all that was fequested, I am proposing a General Fund
operating budget of $280 million for the University of California
and a corresponding budget of $224.3 million for the State Colleges.

This represents an increase of $36.6 million for the University,
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including restoration of the $20.8 million one-time reduction

(Regent's funds) of last year, and an increase of $27.3 million

for the State Colleges. In addition, salary increase funds will

add another $14.1 million to the University budget and $13.5 million

to the State Colleges' budget.

A second priority was salary adjustments for the balance of

all California State employees. ‘Here we have set aside a total of

$47.6 million to provide salary increases that Wlll average 5.85%.

This is based upon an allowance of 5% for across- the—board increases,

zs recommended by the State Personnel Board, and 0.85% to be used

for equity adjustments. Additionally, $2.2 million has been reserved

for increased salaries for Judgec and Justices in accordance with
Sec. 68203 of the Government Cooe°
Due to projected savings in other areas, I am increasing the

funding of the Short-Doyle local mental health.programs by $3.6

million in State funds. This will enable us to proVide full
5% - 257 matching to all counties for the first time, as well as
allowing for program expanSion. |

As T statéd earlier, some programs have had to be curtailed
in order to provide dollars for areas of greatest need. »Although
we find we caﬁ%meet the State’s requirements for capital outlay,
we do not hééeithe resources to continue granting funds to local
public and @riﬁate hospitalé for construction and remodéling.
This will in no way affect the Federal allocation to California

hospitals, but will require the individual hospitals to provide

two-thirds of the project coSt in order to qualify for the one-third

Federal ghare.



[ {

Medi-Cal and Welfare

Our projections for the State cost of Médi;Cal during the
current year total $274 million. Unless necessary program changes
are adopted, this cost will soar an estimated 46.7% to $402 million
in 1968-69. However, I propose a Medi-Cal budget of $336 million
for next year. This represents an increase of $62‘million or 22.6%
over the current year. During this Session, I will request
legislation to enable us to administer the prograﬁ within this limit.
We cannot continue to fund a program of this magnitude and extreme |
growth rate from a revenue source that is increasing aﬁ only 7%
to 8% a year. o

In the State's welfare program, we also are faced with a serious
problem of expansion. State welfare costs are approaching one~hélf
of a billion dollars annually. This year, for example, the State's
kshare of welfare expenditures will reach an estimated $409,387,600.
If left unchecked, this would climb to $1;66,04851oo in 1968-69--an
increase éf 13.8%, or $56,660,500. However, I propose a welfare
budget of $456,048,100 for next year. Tﬁis provides an increase
of $46,660,500, or 11.4%. In keeping with the proposed reduction
in the rate of welfare spending, I will request specific changés

in welfare laws.

Budget Sﬁmmary‘

In addition to the curtailments and prégram augmentations
dlready méntioned, we have provided for other program adjustments
éndknew programs’within %he limit of existingfrevenues.

, Fdr example; we are makingkavailable funds for the creation

of a new unit within the Department of Justice to direct the State's
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fight against organized crimé, while at the same time’expanding
the staff in the Department's Bureau of Narcotfic Enforcemént.

We are providing funds to meet the needs of a cost of living
adjustment for retired State employees. . |
| We are boosting our allocation of funds to the counties to
help defray thé costs of employing public defenders. |

We are adding $3.3 million to our State scholarship program
in accordance with Chapter 1659, Sfatutes of 1967. }

From the Motor Véhicle Fﬁnd allocation, we will be able to’
employ 500 new highway patrol officers and support their related
costs at an estimated $7.3 million. In additibn, $1 million has
been set aside to continue the work of impfovingvthe communications
netwark of our highway patrol sysﬁem. -

One-half‘million dollars will be made available for new S
positi@ns in our Parks and Recreation Department td provide improved
maintenancefand qervices in the recreation areas thrOughout‘the State.

Although it is not practical at this time to list all of the |
many detailed proposals contained in this budget, I want to assﬁre
vou that we are fully dedicated to a continuing analyéis of every

State program. Consistent with this policy, we shall take

determined administrative action and actively sponsor legislation

necessary to;fﬁifill our obligations in those fields where we
find the Staﬁe‘é gréatest neéd as reflected by our grbwth and the
requirements of our citizens.

Last year, theiLegislatﬁfe and the Administration téok thosev

actions which were necessary to restore the State's financial
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solvency. This year, our tasks will be equally demanding as we
adjust expenditures to meet the limits of our tax resources. And,
we rmust Jointly develop the basiskfor p?ogress‘in ouf programs of
the future. |

Therefore, once againyl ask the legislature to Jjoin with me
in these efforﬁs to provide the State of California with a budget
based upon sound fiscal policy and dedicated to pfoviding'thatl
balance of public service which will best meet the needs of all

of the people of California.
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EXCERPTS FROM SPEECH BY GOVERNOR RONALD PEAGAN
Governor's Industrial Safety Conference
Fairmont lNotel, San Francisco
February 8, 1968

- Like you I have a personal interest and concern in the reductlon
of accidental injuries in California. The size of the attendance here
is a direct indication that interest in this important work of saving

lives and preventing industrial injuries is growing.

There is no guestion that reduction of industrial injuries can
best be made in a climate of understanding among management, labor,
and government, with goais defined and good prOgrame of action. I am
more than a little self conscious talkiﬁg to you with the knowledge
I have that everything I sey is known to you already and believed
by you. I‘can only excuse taking your time on the‘theory that it
bears repeating. In the last year we have endeavored-to inetitute
economies in state government wherever possible., Now there is some~
thing I did not really have to say. The screams of anguish from
ktho se whose pet programs have been cut are rlnqlng in our ears.

Today 1 would like to discuss with you brlefly one area where 1
believe highly beneficial savings can be made, first and most important,
by preserving lives and limbs threuqh thekprevention of accidents,
and then by reducing unnecessary and unproductive EOSts which‘alwaysk
accumulate when serious mlshaps occur.

Seventeen Callfornla workwen were trapped for a day bv a caving
tunnel. No expense was spared in rescuing the entrapped men, and
this is as it ehould be. But how much better if the accident had
never happenea; eHow much less the cost in worry, anquish and meney.

- We are a;iarqe and qfowing state. Civilian employment surpassed
the seven and one-half million mark for the first time last September.
These millions work in about 400,000 places of employment. Many are
exposed to on-the-job work hazards in varying deqrees~*and unfortunately
~these hazafés take their toll each day, in the form of unexpected and
unwanted accidents. Last year in California, there were approximately
195,000 industrial injuries and 669 deaths. The direct costyof |
injuries in the form of workmeﬁ's’compensation benefits paid was
 app£oximately $5Cb,000,000. That is almost one-half the sﬁates total
revenue from income tax. This figure does not include the indirect

accident costs. Depending on the type of ‘industrial environment

- Y - T, ST TR S



- e
failure to meet contract  schedules, damage to facilities and eauipment,
and many other intangibles, including morale of employees, will make
the total loss from three to four times hiagher. 1In California we are
use:  to big numbers and are trying to make most of them smaller. This
is one we can and should make smaller.

Getween 1950 and 1958 California had a healthy twenty~five
percent reducticn in disabling industrial injuries. Since 1958, ‘ e
however, there has been only slight improvement in the pereent of
accidents. Obviously there is genuine need for a renewed effort to
get the accident graph started downward again. This is truerespeeially
in the ﬁanufacturlnq industry which has shown a 91qnlf1cant increase
in its dwsabllng injury rate during the last few years.

On the bright side, a recent estimate released bv the DlVlSlOﬂ
of Labor Statistics and Research in the Department of Industrial
Relzations indicates the overall industrial injury rate for 1%67 will
be at an all time low of 30.7 disabling injuries per 1;000 werkers,
down almost three and one-half percent from 1966. Fatalities in 1967
were down seven and one-half percent. We can take considerable
satisfaction from these figures, and we can all hopeAthat this down-
ward trend will contlnue. | R

Trafflc safety is a v1tal part of our accident p*eventlon effort

About one-third of our industrial deatns each year are attrlbutablc to
vehicles--most of them to operators 1nvolved in c0111QLons while
driving on our public streets and hlqhwaysa To truck drivers,
travelling salesmen,vand thousands of others, our highways are a
place of daily enmployment. In view of the "ehlcle s crltlcal
relationship to the industriai death problem, I would like to review
some of the'deeisions and goals established at the Traffic Safety
Conference held last Deccmber.

1 California has more than 164,000 miles of roadiav in daily uu;,
a flqure that is growing steadlly e haée 12 million Tinenznd antn-
mODlLGS; trucks, and buses travelling more than 90 bllllon miles
each year on those roads, streets and highways. But the cost was
high. There were 4,2é6 traffic fatalities during the first eleven
months of 1967. Another 211,000 were injured. The death rate was
down 1.9 percent from 19646, ‘but this was offset by an increase of
2.1 percent in the lnjury rate. Reqardless, hoth fatalltv and 1nvury
figures are far too high and this administration is taking action to

reduce them.
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The drinking driver is one of our most serious problems.
Alcohpl is involved in approximately thirty~five percent of all fatal
auto accidents. We are seeking a way to stop issuing arivers‘
licenses to chronic alcoholics;vand I am hopeful that a three year
trial program now underway will prove effective. Additional legislation
will be proposed this yeai to establish a presumptive limits law to
provide new protectioﬁ from the drinking driver.

We also will support legislation which will require special
licensing procedures and special protective equipment for motoreyelists.,

While we continue to work with the heqliqent driver we must also
focus more of our efforts on the "a?erage driver" through improved
education programs, and better licensing standards and techniques.k

We are hopeful schools will be able to expand driver education
and driver training programs, |

More lives can be saved by imprcvinq emergency medical service
and p:ovi&ing better transportation to hospitals or emergency stations.

Along with the tighteninq of licensing sténdards for driverg,
we must also improve the standards for vehicles. We cannot allow
unsafe vehicles to operate on our highways.

There are other sources of off-job injury and death that need
attention. The fact that home accidents cause twice as maﬁy deaths
as work accidentsfis importaﬁt to everyone here;‘ Many of those injured
at home are members of our industrial work force and thus‘a loss to
ourkproductive capacity as well as to their families when unable to work.
Falls and burns are theymost frequent causes of home deaths. These
ean only be redueed through stepped-up public education programs.

It is obv1ous that there is much work to be done in all fields

of accident preventlon. Such work demands 1ea6ershln from you here

today and others like you.

Your interest in preventing traffic and home accidents along with
those in industry is in keeping with a trend toward a broad, public
spirited move for accident preventlon in all human activities.

As an example, labor unions in recent years have teamod up with

_the National safety Council and other organizations in a campalign to

make Laboxr Day a safe day.

The matter of off-the-job 1n3ur1es whether on the highways, at
home; or elsewhere, is espe01ally 1mportant ro those who work for
wages, and to those labor officials and employers who concern them-
selves with the welfare of such workers.“ Even with the help provided

o werkmen's compensation, industrial injuries are a serious blow to
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the security and well;being of the working man ccd his family. Off-
the-job injuries cause even greater financial problems since there is
no assurance that such injuries will %? covered by payments correspohding
to those provided by workmen's compenéétion. |

I would urge that you continue to, expand your safety efforts in
all areas so that your knowledge and é%perience in the'industrial
_safety field will be helpful in;preﬁentinq injuries everywhere.
Fortunately, many of the methods of accident preventioﬁ effective ih
industrial operations are equally effective at home and on the highway.

Employers these days are aiso paying more\attention to off-the~-
job safety, not at the expense of industrial accidént prevention,
but as an‘extra effort to avoid job éiérupticn frcm,injuries wherever
they might occur. Industry is aware cﬁat its strength and its)ability
to earn a profit rests with the strengths and abilitiésvof its ’
individual workers--workers who are on the job and free from injury.

Society'has‘ah obligation to do what it can to reduce'accidenté
in every area. Industry especially must takeyaklead‘role since it
haska moral responsibiiity to send it% workers home at night in good

physical condition~--tired, perhaps, but at least healthy. In order

to do this, industry must make employment and places of employment

- as safe as humanly possible.

New technigues in manufacturing processes, some of which require

0

- the use of»inherently hazadous * materials, now form a part of the

industrial complex. Industry is dealinqﬁwith hiqhér temperatures
and pressures. The use of radioactivé materials is increasing. New
chemicals and solvents are being deveioped. Techniques are becoming
more sophiéticated, reguiring in some cases specialized knowledde to
prevent accidents including fires, explosions, and collapse. The
safety problems encountered today are far different from those found
iniindustry just a few years aco, and I do not pretend to know the
anéwefs. I have faith, hbwever, in your ability to solve these
problems;for the future welfare of our workers. |

Govefnment, of course, also has a respopsibility especially iﬁ
California where laws require that minimum standards of saféty‘be
waintained. It is government's job to see that these standards are
appropriate, reasonable, and up—tc~date., Prqcedures must be maihtained
for their enforcement in accordance ith the law--a responsibility
of our Division of Industrial_Safety.' Fortunately there are many

employvers who willingly follow safety standards well above the



Industrial Safety to devote a larger portion of its time to the
educaticnal and training aspects of safety.

The theme of this conference is safety education. Widespread

education is indeed an essential ingredient in stimulating proper
safety attitudes and interest.b Over half of our industrial injuries
aré preventable by the avoidance of unsafe acts. 0Of course this is
not the whole story, and it is not the easy arnswer to all our safety
problemsQ But it is worth the big push that this conference qroup is
capable of launching. It may be the means bv which the industrial
injury rate is again started on a trend of definite décline.l

Safety to be effective must be constant, and if it is'to be fully
effective, we must work at it every day. William Wriqley was once
asked why he devoted so much of his advertising budget to billboards.
lie replied that "If you tell peopie often enough about something some
of it is bound to sink in." |

The individual cannot be overloocked; his work procedurés must
be examined to eliminate faulty habits and unwise short cuis thatkwill
eventually lead to an accident. Supervisors have a responsibility
to teéch and train workers the safe way to perform industrial tasks
and to augment their safety program with periodic'safety meetiﬁqs or

discussions,

Cur labor‘organizations also have an important part to play in

"this endeavor--by promoting and by endorsing safe work practices in

cooperation with business and industry.

Let me say I have enjoyed being here with you toéay. ‘I'know
your discussions and deliberations will prove to be éffectivé in'this
important batt%é that must be continually waged against needless
accidents. o

# 4 # # #
NOTE- Since Governor Reagan speaks from notes, there‘may be additions
to, or changes in the above. However, Governor Reaqaﬁ will

stand by the above quotes.
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It is a great pleasure to welcome you here today at the initial
meeting of the California Council on Criminal Justice. As you know;
the creation of this council was one of the principal objectives of
all of us during the 1967 session of the legislature. I am greatly
indebted to many of you here for your efforts in securing the passage
of that legislation, and particularly the cooperation shown by Attorney
General Tom Lynch and Senator George Deukmejian}

The report of the President's Commission on Law Enforcement and
the Administration of Justice, released in February 1967, recommended
that each state establish a state wide body with the responsibility
for planning and development in the field of criminal qutice. We

feel that this council, which was already on the "drawing board”

before that report was published willgably £ill this requirement.

- With the many problems bf crime and disorder which daily face

the public officials and the citizens of our state and our nation, the

; 2o

prevention and coﬁtrol of crime is clearlf our numbér one problem.
It is appropriate, therefore} that we recégnize this>priority_in
establishing this Council on Criminal Justice, composéd of leading
representatives 6f’all agencies and levels of government which are
involved in the criminaljuétice process.

As you will note frem the composition of this council, your
me@bership will continue and enhance the partnership which has traditi0n~

3

ally existed between state and local goverhment in the handling of law

enforcément matters. Under this partnership, the pfimary responsibility
for maintaining law and order rests with the local community. The

state serves to provide that supvort and assistancé whichis beyond the
scove of city and county governm;ﬁt. Together ali levels of govern—
ment cooperate in forming a stfong and effective means of combattihgk
criminal activity wherever it may occur ih the state.

-1-
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"4V As defined in \..e legislation which create. this council, you

have five major responsibilities:

First-~~to develop plans for the prevention, détection and control
of crime, and for the administration of criminél justice.

Second-~t0o encourage cerdination, planning and résearch;by law
enforcement and criminal justice agencies thréughout the stéte and fo\w,
act as a "cléaring house" for pIOpbsals and projects in this field.

Third--to develop vlans for the dissemination of information on
proposed, existing and completed researéh and development projects.

Fourth-~to advise the various govérnmental agencies charged With
responsibility in criminal justicevmatters. |

Fifth-~to provide a thicle fbr the implementation of federal
érime control vrograms thaf are'appliéable to this state.

This'is’a broad mandate for action. We cannot be contént with the
ideas and cqncepts‘of vast decades. bur abilitykto‘cope with crime
and,the»criminal must include the most modern facilities which science,
technology, and éducation can furnish. Only by carefui plannihg and
coordinaied effort can new horizons in criminal justice be discernéd‘
let aléne échieved, |

Your work shﬁuld encourage\every police dené;yment‘aﬁd sheriff's
office, evéry court, and everv correctional égency to attain new -
heights of accomplishment in serving the citizens of our state. You
can be a catalyst for advanceithinking and imoroved fechniques, SO
that we as a sﬁ%te can begin:to cz2tch up with the ever increasing
crime wave, ahd%hOpefully to begin to reduce it,

This cbuhcil is not just another "paper organization,” nor is
it just another "committee," ‘Each of you was selected because of your
expertise in your area of cimiﬁél justice. We feel‘that the
combination of this talent, and‘the utilization of this council as
the focal point for progress and development, will produce results
that will benefit every gity and county in,Califorhiai

In carrying but your workfyoﬁ have the autﬁority tobutilize the
existing resourcés of any devartment or governmental agEncy. I hope
yQu willyoperate in this manner, so that you will provide the planning,

the coordination and the auidance. and will +hen call tmnem cireh crmmiTme
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a% the Board of Corrections, the Commission on Peace Officers Standards

and Training, the Judicial Council and the Department of Justice, and
other similar agencies, to provide thé detailed studies and provosed
solutions to our oroblems.

As you begin your Qork I would particularly call your’attention 
to certain areas which appear to pose immediate and grave problems .
for our state. These include:

1. The increasing incidence of narcotic and dangerocus drug use,
‘particularly by young people; |

2. The cohtinuéd threat of organized crime;

3. The increase in violent crimes, particularly assaults;

4. The need for crime prevenfion nrograms which will involve
virtually every citizen in heipiﬁg to deny‘to the criminal Ehe opLOY~
tunity to commit his crime; | |

5. lie long and short rahge correctibnal requi:éments of our
state, and the need to reduce recidivism.

6. The need for bringing together our scientific and educational
resources through improved programs to vrevent and control criminal
activity.

This ié an impcsing list of objectives, but I feel that the members
of tinis council'are equal to the task thaot I posé Lor you. T want
to express my firm support of your work and my continued cooveration
in all of your ;;tivities. You havz the oppoirtunity to render a great
service to the étate of Califérniaf as well as to provide é'model for
the fest of t@e:nation to foliow. The results of your actions will
certainly benefit every citizen of our state, if by your efforts he is
~able to live in a better and safer community.

T T
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Of 853 recommendations submitted by the task force, 137 have bee

implemented to date. One hundred twelve of these recommendations have
been referred for further study and evaluation, and 604 are already
scheduled for implementation. Of the 604 which have been scheduled
for implementation, 505 can be effected by admihistrétive action, and
9% will réqﬁire legislative implémentation. |

0f those reéommendations alreadylimplémented, a total of 5ust unde{
$7 million in annual savinés has been achieved.

Future imnlementations will‘provide the state of California with

annual savings in the millions of dollars, and this is only a part of

the dynamic influence the avnlication of sound business management

techniques is having in California.

My administration has waved no magic wand over the halls pf govera-
ment in ofder t6 arrive at‘é ﬁore reali;tic aéprcacﬁ to the management
of government and its affairs'in Califor;ia. kInstead,vwe have had oﬁt-
’standing bﬁsiness—criented men to adminigtér the §;dgram of the
administration. |

We have sought to eliminate unnecessary Qork, consolidate operations
whefever nossible, refused to revolace departing personnel unless there
was a strong justification for doing so, enlargea existing responsibili~
ties} we have been decisive instead of bﬁreaucratic, and we have not
béenrafraid to make changes even with "sacred cows.,"

By following this plah'of action, thé yvield has been significantly
encouraging.

...In Public Works we operate with 17,924 employees, down from
20,079 authorized oositions, or 11 nercent underﬁﬁhe 1967~68 budgeted
figures--and, in many cases, handle a greater workload with an improved

work nroduct. The guality of our service has increased with our

efficiency,.
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...In General SérVices,purchasing techniques ha?e been Chaﬁged in
order to vrovide for more competitive bidding, and more product com-
petition and volume discounts. As a source of General Services'
actions, better swace utilization is being made by reducing square
footage allowances per employée. Savings from this de@artment are at
a level of $22 million. Additionally, the cal Expo droject is’a
orimary examele of private enterprise working with the state for public
benefit,

«...In terms of investments, we found that by law state highway
funds could only be invested in governmentlbonds. A change in that
law, suggested by us, which allows the investment of these mmﬁies in
banks and federal agencies' securi%ies will result in an increase of
$500 thousand in increased re§enue to the state eaéh year.

.«.In the Drivers' License Division of Motor Vehicles, we’were
able to save §164 thousand by the application 6f sound business
procedﬁres, and, as Hubert Humphrey once said, "A billion here and a
billion there....it all adds upil”
| But~-~the application of sound busineés practices to government is
only er iﬁportant part of the story. There is another very meéhingful
part to the story of business aﬁd government. Tﬁ;g second part is one
to’which you are all addressing yourselves in this conférenée—-that is,
the role businéss can play in helping to solve some of the great sociél
problems with which we are faced today. | |

My adminiéération views the applicatioﬁ of sound business vpractices
tO‘government<é§ a process tﬁrough which government can better do the
job it must ao., But government alone cannot solve all the problems
of our society without great éersonal sacrifices on the part‘of evéry
individual in society. Instead, we must also turnvto thé collaborativg\
efforts of business and governmént to seek solutions to these pressing,’
demanding, and challenging probiems. |

‘Many of California's public needs are not responding adeguately
to presentAapproaches by goverément. Many of these vublic néeds‘are
intertwined and ére unresponsi&e to the fragmentea, undérsourced,
unimaginative, and shopworn apvroaches designed by people in govern-

s TN
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ment who-are far rémuved from the actualities ;f the probiems; Many
of these public needs approach crisis proportions-—-if they are not there
already--air pollution, traffic congestion, crime and delingquency,
devnendent children and broken families, urban blight, racial unrest,
unemployment and underemployment. |

California must turn to its most talented, fesourceful, and
innovative sectors--not just to government--to provide'solutions’for
these problems. We must organize a total systematic effort to analyze
and attack these critical needs. Not government alone, and not business
alone, but the imaginative collaboration of the opublic, private, and
independent sectdrs of our society.

If you reach any decision at this conference, it should be aﬁ

decision that the opportunity for business to engage in social action

problem-solving is the most needed and challenging task which is

-before any of us today.

Just as government cannot "create" jobs for our unemployed and our

unemployables--so it is that government, without the help of the

- independent and business sectors, cannot run efficiently, nor can it

satiéfy the needé'of our citiienry, Indéed,,without the input of
business, govérnment would be full of sougd and fury, and signifying
nothing. |

Beyond this, without a combined thruét by all the sectors of our

society, this may well be the sad commentary of our society.

I am confident this will not hapoen--as I am confident the

business sector will see their responsibilities and accept these

challenges.

NOTE: Since Governor Reagan speaks from noteg, there may be
additions to, or changes in, the above. However, the Governor
will stand by the above guotes.
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Of 853 recommendations submitted by the task force, 137 have been
implemented to date. One hundred twelve of these recommendations have

been referred for further study and evaluation, and 604 are already

scheduled for implementation. O0Of the 604 which have bezen scheduled

for implementation, 505 can be effected by administrative action, and
9% will reguire legislative implementation.

0f those recommendations already implemented, a total of just undey

-$7 million in annual savings has been achieved.

Future imolementations will »rovide the state of California with
annual savings in the millions of dollars, and this is only a part of

the dynamic influence the aonlication of sound business management

technigques is having in Celifornia.
My administrstion has waved no magic wand over the halls of govera-

ment in order to arrive at a more realistic approach to the management
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ornia. Inétead, we have had out-
standing bﬁéiness-oriented men to adminisier the program of the
administration.

We have sought to eliminate unnecessary work, consolidate operations
wherever »ossible, refused to reolace departing personnel unless there
was a strong justification for c¢oing so, enlarged existing resvonsibili-
ties; we have been decisive instead of bureaucratic, and we have not
been afraid to make changes even with "sacred cows."

By following this olan of action, thé‘yield has been significantly
encourégipg.

...In Public Works we operate with 17,824 employees, down from
20,079 authorized‘?ositions, or 11 gercent under the 1$57-68 budgeted
figures~—andp in many cases, handle a gfeater workload with an improved
work nroduct. The guality of our service has~increased with our

efficiency,
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...In General SCrvices.purchasing techniq&éblhave been changed in
order to provide for more competitive bidding, and more product com-
petition and volume discounts. As a‘source of General Services'
actions, bettef snace utilization is being made by reducing square’
footage allowances per empnloyee. Savings from.this devartment are at
a level of §$22 million. Additionally, the Cal Expo »roject is é
orimary examole of vrivate enterprise WOrking with the state for public
benefit,

...In terms of investments; we found that by law state highway
funds could only be invested in government bonds. A change in that
law, suggested by us, which allows thelinvestment of these monies in

banks and federal agencies' securities will result in an increase of

- $500 thousand in increased revenue to the state each year;

v..In the Drivers' License Division of Motor Vehicles, we were

able to save 3164 thousand by the application of sound business

procedures, and, as Hubert Humphrey once said, "A billion here and a
billion‘there...,it all adds up:®

But——the application of sound busipess nractices to government is
only one important part of the story. There is another very meaningful
part to the story:of business and government. This second part is one
to which vou are all addressing yourseives in'this conference~-that is,
the role business can play in helpingrto solve éoﬁe of the great social
problems with which we are faced today.

My adminisffation views the a»nlication of sound business préctices
Eo government as a process through which government can better de the
job it must 6§g' But government alone’cannotVSOIVe all the problems
of our society without great personal sacrifices on the part of every
individual in society. Instead, we must also turn to the collaborative
efforts ofjbusiness énd government to Seek'solutions tokthese‘pressing,
demanding, and challenging probiems.

Many of California's public needs’are not responding adequately
to present apprQaChes by goverpmeht. 'Many of these vublic needs are
intértwined and ére unresponsiﬁe to the fragmented, undersourced,
unimaginative, and shopworn apvroaches designed by people in govern-

D



ment who'are far rew.ved from the actualities ;f the problems. Many

of these public needs appr@achvcrisis proportions—~if they afe not there
already-=-air poliution, traffic congestion, crimé’and delinquenéy,
devendent children and broken families, ﬁrban blight, racial unrest,
unemployment and underemployment. |

California must turn to its most talented, resourceful, and i
innovative sectors--not just to government-~to provide solutions for
these nroblems. We must organize a total systematic effdrt‘to analyze
and attack these critical needs. Mot government alone, and not business
alone, but the imaginative collaboration of the pubiic,‘private, and
independent sectors of our society.

If you reach'any decision at thisrccnference, it should bela
decision that the opportunity for business to engage in social action
problemwsolving is the most needed and challenging task which is
before any of us today.

Just as government cannot "creéte” jobs for our unemployed and our
unemployables-~so it is that government, without the helo of the
independent and business sectors, canqot run efficiently;‘nor can if
satisfy the needs of our citizem:yu Indeed, withoutAthe4iﬁput of
business, government would be full of souﬁd and fury,~and signifying
nothing. |

Beyond this, without a combined thrust by all the séctoré of our
society, this may well be the sad commentary of our society.

I am confident this will not happén——as I am confident the
business sector will see their responsibilities and accept these

challenges.

NOTE: Since Governor Reagan sneaks from noteg, there may be
additions to, or changes in, the above. However, the Governor
will stand by the above guotes. '
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It is a great pleasure to extend greetings to pérticipants at this
Jﬂ;eminar on intergovernmental relations. This is one of a series of
~ statewide conferences in which representatives of government, education,
and the private sectorkcome together to discuss and seek solutions for
“the problems facing our state. |
Sone of you recently attended a very excellentyconference on housing
where state and local government offiéials were joiﬁed by representatives
of business and industry in a significant review of the problems
inﬁolved in providing adequate housing for all the citizens of
California, |
I am sure fhat this conference will likewise beksuccessful in
ideﬁtifying the major challenges which face state and local governments,
f and which will reguire the joint efforts of all these groﬁps represented
- ~here. Yecu can help provide the citizens of this state with the quality
o life they need and deserve, |

o0 often we ére all necéssarily conéerned With the day to day
pioblems &nd crises which demand‘imméaiate resolutio?. Yet we cannot
afford to overlook the eqﬁal, but sometimeéjless apéérent, necessity for
lung rangs planning. We must look today at the problems of California
5, 1¢, ard even 20 yeats in the future so that‘we can begin to develcp
a blueprint for the type of California we wiskh. to achieve,

We havgjalreaay‘started this in state government by initiating a
fiﬁe—year projection of information on needs for state services and
facilities and the availability of resources to meet these needs.

zYour conference today is certainly consistent with the idea of
takihg a long-range view okaalifornia's fut;re, estaﬁlishing goals and

“bjectives, and bringing together the talents of a variety of disciplines
- and backgroﬁnds, to formulate solutions and recommendations.

As we lookrtoward fhe California of the 70's and 80's, one of the
traditions and strengths of our state which we certainly wish to préf
serve is the partnership and cohcept between state and local government--

and the strong concept of "home rule"--which has reserved to cities and

counties a high degree of governmental authority.
“1-
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This adwinistrac.on recognizes and seeks to strengthen the role

of local government as a vital force in our society. The cities and
counties of California daily fulfill the most essential needs of the
people., These functions, carried out at the local level, give our
citizens the greatest opportunity to exert strong and constructive
influences over their government.

The growing national trend towards centralization of government = s

done much to remove political decision-making from the pedple,k This,
in turn, has too often sapped their sense of responsibility fcr thé
course of government. To counteract this trend we must build styong
local governments that are responsive to local heeds and which allow
their citlzens to directly shape the policieé which affeq# them.

While we are talking about keeping government close to the people,
I also want to talk about involviﬁg people--private citizens--directly
in government itself, I am éure you are all aware of the many ways in

which the private sector has been involved in many of the programs of

' this administration.

The recent reports submitted by our Survey on Effiéiengy and Cost
Control are examples of this. Other groups have wcrked on legislatiﬁe
recommendations, environmental quality, fiscal and revenue'managementgﬂy
and & variety of other projects. |

I know that at the lccal level there is a similar w1lllngness on
the part of publlc officials to obtain the ideas znd efforts of C1tézens
who are not regularly a part of the governmental structure. I certainly
want to encourage such involvement and to,indicate that the‘dividends
which will be gained--both in good suggestions and ih a renewed sense
of participatiéﬁ in the processes of governmént~—will<be beneficial to
govérnment andfﬁo the citizens alike. The fact that so many of you are
here today as;fepresentativeé'of the independent sector aﬁtests to your
agreement with this principle of citizen aartlﬂlpatlon and responsibility,

I spoke earlier of the partnershlp between state and local govern—
ment, because, to me, this certainly characterizes the working relatior=
éhip which we seek to promoté in california, Intergovernmental |
prcblems are perhaps the most’complex issues that we face in Sacramento.
Virtually éll action taken by the state‘affects locai government in one
way or arother, and llkEWlSe the views and ﬂctlons of cities and

countles have a great 1nfluence on the p011c1es and programs of the

state.



We have therefore felt the need to expand and improve the technigues

and, the orcanizational means for managing intergovernmental relations.

A2 seek th: most effective vehicle for relating the needs of city and
county government, of schools and other local agencies to state programs
and planning,

I am therefore happy to.discuss with you today some of our ideas
for enhancing the state's capability of working with local goverhment
in achisving our common objectives.

As vyou know, we recently‘submitted to the legislature a plan>for
the reoxrganization of the executive branch of State government. Within
this reorganization we are instituting a new concept designed to
provide a vehiclé for handling intergovernmenfal problems. It is our
plan to expand the role of the Intergovernmental Céunéil on Urban
Growth, and give it the capability for exerciéing an advisory overview
0f all problems mutually affecting state and local governments, and to
engage in long-range planning in these areas.

This concept does not accept the idea‘thatkwe can compress into a
single department of state government the problems of local governments.
Indeed, virtually every department of state government is,concerned with
SOme subjects which affect cities and»counties. Therefore,ywa need a -
ceuncil which can cut across the governmental structure ‘and provide a
compr=shensive and coordinated approach to the common problems of a
variety of governmental agencies. ~; A

We proposse, therefore, to create a Council on Intergovernmental

Relations which will give all of us the best possible means for working
ﬁcqether. We hope this council--reporting directly to the governor's
eifice—-wili serve as a sounding board for new ideas and new programs
and recommendations for implementation at thé state and local level.

Rapid.gfowth and economic development have seriously affected the
quallty of California's natural environment and there .is an immediate
reed to provide effectlve waste management controls. Legislation has
already been introduced which will approach this problem, I will ask
a group offbutstanding citizens to determine an appropriate course of
action to preserve and enhance environmental guality on a long-range
‘bhasis. | |

Public service manpower shortages are critical now and will intensify
by 1975, Changes in urban growth patterns have created the need for a t
new dimension in public service. Last week I authorized the creation by

Executive Order of the California Public Service Education and Training
Advisory Council. Their charge will be to develop creative plans and

cooperate and assist in the development of programs for the tralnlng of
A1YHhl 1 meruvuante FAar a1l levaelae AF ava@rnmands



The Council on intergovernmental Relations also will be called upon

to assist in the implementation of certain federal grant programs and
to provide assistance in local planning and community development
efforts.

One direct result of the intergovernmental approach has already

been achieved. That is the creation of the Ihtergovernmental Board on

Electronic Data Processing which is concerned with the development of

infermation systems as an essential part of lonQ«range data collection
and planning, |

But mere recognition of the importance of local gbvernment is not
enough. We must be aware that an increasingly cormplex urban society«-
with the §roblem$ of the core cities and sprawling suburbs--creates new
and difficult problems. | |

We helieve the answer to;thesé problems is to strengthen, not to
abandon, the basic concept of local governmént. It is to find new
solutions which will promote greater efficiency and effectiveness, while
at the szme time retaining local decision-making and responsiveness to

individual citizens.

There are certain immediate problems to which the Council on

Intergovernmental Relations might direct its efforts:

1-~To review the allocatibn of governmental services and resources
between state and lccal governments and to make recommendations for
changes wherévnecessary, ’ |

2--To give local governments the opportunity to develop fiscal
programs and sufficient revenue capabilities to finance local services
without h4v1ng thal“ taxing capacity pre-empted oxr reduced by excessive
federal and state taxetion. In this regaxd, our recent action in
proposing to theilegislature that certain sales tax revenues be allocated
to the countiés for property fax relief is a‘first Step in this endeavor.

3~—To‘solvé thie problem of the prcliferation of special‘taxing

local government by

districts and %o develop a plan for strengthoning
improvirg its efficiency in providing the various servizes which are too
often f*agmenylzed in small and. costly local taxing agencies. ™

These have been some of the ideas developed by this administration
concerning the problems of California and the programs which will ful-
ill our future needs. It in pno exaggeration to szy thizt the quality
o Fife waich will bhe ewmioyed by Cnmlfoleanu of tle future depends
to a2 grexzt exient on efforts such as yours today.

R
(Notes Since Governor Reagan speaks from notes, there may be additions

to, or changes in the above. However, Governor Reagan will
stand by the above quotes.)
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In Release of Excerpts of Speech By Governor Ronald Reagan 20%

“Banual Celifornia and Pacific Southwest Recreation and Park Conference

to e rzleased for ?.M.’S today, please correct Page 2, Paragraph
numder 5 to read:

Occasionally, a property in our park system can functicon bettar

if it is not state owned, This is trxue of our Squaw Valley ski ares,
S0 we are going to sell it.
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OFFICE OF THE GOVERNOR RELEASE: P.M.'S MONDAY
Sacramento, California S
Contact: Paul RBeck
445-4571 , 3.1.68

EXCERPTS OF SPEECH BY GOVERNOR RONALD REAGAN
20th Annual California and Pacific Southwest
Recreation and Paxk Conference
Community Concourse, San Diego
March 4, 1968

Tt is a pleasure to be here among such a large grcocup of fellow

conservationists. I recognize that one of your primary interests is

in the consexrvation and preservation of America's natursl resources so
that they can be us2d and enjoyed by future generations of Americans.

| I shére that interest with you because it is part of th2 con-
servative philosophy to preserve the beét of our hefitage——incluéing
our natural resources. But the consexvative philosophy also demands
ihat the best use be made of those resources we preserve.

In California we are proud of the record we have nade in
preservihg our natural heritage and this administration is striving
to build on and improve that record.

Ve are proud, also, of the recreational use we are making‘of
,@ark lands and our great natural resources. And of the innovations
bur Pérks'aﬂd Recfeatidn Depaifmeﬁt is bringing into this broad field.

At the same time, we recognize thatjwhat we are doing today
is not enough; We must preparé for tomorrow--to maké,parks and
recreation even more readily available td éhe increasing.millions
of Californians and cthers who need to share and who have a right to
share in all that cCalifornia has to offer.

We must examine and plan for our environment and how it properly
relates to économic progress of our state.

I don't suppose a governor can be expected to be a technician
or aﬁ expert in specific fields of resources--but he can be held
.respbnsible for the appointﬁent,of experts énd outstanding leaders who
_~can provide imagination and advanced thinking. In the language of my
former occupation, we have done a good 7job of casting and I am par-
tiéularly proud of the team we have put together. The captain of this
team is Ike Livermore, a noted conservationist. With him are
Bill Gianelli, difector aof the Depaftment of Water Resources, an
acknowledged expert; Jim Stearns, director of the Department of
Conservation, a life-long dirt farmer experienced in soill conservation

and timbar management; Admiral Ned Sprow, director of the Department
I A



of Harbors and Watercraft, with his Coast Cuard experience;'

Waltexr Shannon, director of the Department of Fish and Game, a noted
and experienced leader; and William Penn Mott, Jr., director of the

Department of Parks and Recreation, world-famed in conservation and

park management.

Conservation people tell us that there are few departments o”
parks or resources as free of political interference as those of thig
administration. It is going to stay that way.

Under Bill Mott's guidance the denartment last year added
moxre than 12{500 acres to the park system, including more than 2,500
acres of redwoods (no, I don't believe if you've seen one redwood,
you've seen them all). ,

But, while we added parklands, we do not think that just adding
more land is the answer to‘ali of California's park and recreational
needs, | |

Occasionally, a property in our park éystem can functidn better
lf 1t is not state owned. Thlsvm@% true of our Squaw Valley ski area.

iy T aill it
So we se%é~%%~aﬁaé~§£eé&t.

In addition, we think that developed park properties‘shbuld .
undergo regulaxr re~evaluation to make sure that they still meet the
needs for which they were’originally required; If they do not, then
they should be disposed of and new lands should be acquired thét’dd
meet current needs. In other words; we do not think a park system |
shbuld be sfatic, and in California, it is not. |

Let me digress here just a moment to pointvout that about half
of California is federally;owned; Most of that land is mountain and
forest land iﬁ the Sierras{ We are working to persuade the federal
governmentito make more of these laﬁds available fqr recreational
development and use.

We think that it is possible to evolve an integrated program
with the federal government, lettihg it‘concentrate on the mountains
while we concentrate on providing recreation along the coast, in the
desert and in the interior valleys.

But, since there seems to be a detérmined effort fo portray this
administration as only interested in saving money, let me get back :
to a brief repdrt of our accémplishments and progress during 1957./

Working with Bill Mott, we started out by adopting a 13~point
"action program for the state park system.f This includedvreorgani~

e S e o 2 A Ao a v o AAavalarmmandF fF a2 mackFor-aAlan  Ffar Fho wmarle



system, more utilization of private capital in park and recreation
development, development of a more realistic user fee schedule and
institution of a camping reservation system.

Then we went one step further. We lifted the ban on pets.
We figured, "love you, love your dog." |

One of the things we did was increaée paik fees, not to deprive

people of the use of our parks, but rather to charge a larger pro-

portion of the costs of maintaining parks against the park users

instead of the general taxpayer. But, we also cut them in half for

the fall and winter months in order to stimulate off-scason use.

A major advance has been the establishment 6f communications
batween departments. I am pleased to tell you of the progress Eeing
made by the special committee which I appointed toiresolve problems

between hichways and parks, an interdepartmental committes made up

" cof representatives of the Resources and Transportation agenci

This committee hés, in its short life, resolved many problems and
resolved them not on engineering values alone,.but has locked at the
problem in a total environmental planning process considering ail of
the valuas, nct just the economical ones.

or instance, a special technical task force made up of
planners,. ecologists, landscape archite¢ts and engineers is now
studying the problem of locating an all-year-round road on Lxe west
side of Lrke Tehoe. This wiil be done Jy;enV1ronmantal plannlng S0
that the unique resources of the area will be protected, at the same

time providing for the transportation of people and th;ngs Quality

“and creat¢v1ty are being emphas1aed in all of our planning efrort .

As part of that emphasis, we intend to take a strong look at
possible ways of bringing parks to people. ZEverybody does not have

the time or the money to travel to the desert or to the mountains or

- to the wilderness areas.

i

We think there should be a way to give our city and slum
dwellers the advantages of parks on as nearly a daily basis as they
wish. The gquiet and tranquility of the great city parks such as
Central Park and Griffith Park can do much for modern man in today's
hurried and harried living.
: toward
And, the small neighborhood parks can go a long way / keeplng

our boys and girls off the streets and channeling their energies into

worthwhile activities. As oux cities and urban areas continue to grow,

the need for new parks grows greater and the strain on existing

3=



facilities mounts ever higher.

I am asking Bill Mott to look into ways and means of helping

our urbankareas develop and expand their park systems to meet the

needs not only of today but élso of next year and the next 50 years.

One possibility is to look at freeways and their-rights~of~way
with the idea of multipurpose use of the land around them and pext -s
even the space above them. ItVisgpossible that freeways can be mo;é
than merely the shortest distance between two points. They can be
focal points for parks, recreation, even industry and Shopping centers.

Our parks and recreation people, along with our hlghway and
public works officials and representatives of cities and counties are
being asked to sit down together and study closely the existing

possibilities we think are heré.

Thus, the challenge to the Department of Parks and Recreation

is clear. Its responsibility is not only to protect the environmenta’
guality of California, but alsoc to provideAfor the recreatipnal«needs
of our people. In reorganizing the department,'it was not our
intention to give greater emphasis to these recreational needs than
to preservation of the natural resources of this state; but‘réther\w
to provide an 6rganizational structure that would'recognize not only
the preservatipn and conservation responsibilities‘ﬁhat the department
holds, but_alsb.to accept the challenge of Constrﬁctively providing
for the leisure-time demands of our citizens.

We recognize also that good conservation practices go beyond

merely preserving what we have left. We must alsb be in the business
of reclamatidn, as well as that of protection. We must not only
kprotect du;fﬁivers, lakes,’bays and beaches from pollution; we m;st
kvreclaim an@ purify those that have been polluted.

And, we must do the same for our air. These major problems
‘will not be solved this yea? or next. But Californians are deter-
mined they will be solved, ana we are working in that direction.

geferring to Tahoe agéin~—that very unique beauty spot we

share with our neighbor state, Nevada--years of frustration were

ended with the establishment by our legislature of the Tahoe Regional

Planning Agency which will move toward protection of the unparalleled
béauty of the area while insuring balanced recreational and economic
- development there. 1In tﬁe best spirit of neighborliness and éooPera—
tion, Governor Paul Laxalt and the legislature 6f.Nevada enacted

similar Tahoe leagislation so +hat hoth states ecan move forward together
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I have asked the Resources Agency to lend full support to the
Bay Counties Development Council which, this year, will complete a

comprehensive study of protection of the natural attributes of

San Francisco Bay along with proper respect for its economic develop-

ment .

We are concerned with the problems of coastalvdevelopment ahd
conservation. We know too little of the enormous values for mankind
of properxr understanding and use of our coastal resources and the éeaa
But, we are going to know moré, thanks to the fine work and informa-
tion provided by the Advisory Committee;on Ocean Resources. Through

their efforts we have created the Interagency Council on Ocean

Py,
o
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ources, with Lt. Gevernor Finch as chairman. Herxe is an advisory
commission of experience which will probe the problems of coastal

davelopment and conservation.

Legislation has already been enacted creating the Mid&le Fork
of the Feather River as a wild river. This fifty-mile stretch of
nature will provide a primitive area where man can enjoykthe outdoors
as it was before he arrived.

Czlifernia is also progressing in the arza of open space
protection as it relates to land usage and the tax base. Few realize

the extent to which green grass is giving way to blacktop, but the

" threat is real and serious. Oven land in Southern California is

being converted to urban uses at a rate of 70 squaée miles pér year.
You can get some idea of what that means if you\think of the city
of San Francisco occupying only 44 squére miles. |

Legislation was passed last year to provide tax relief for
agricultural lahés which remain’ -as opeh spac2. A brdader study by
the Legislative Joint Committee on Open Spaca Lands and its advisory
committee wili clarify our diﬁection with regard to this complex
problem.

Though we are moving in these many specific areas of resource
protection, all of it and more must cbme together to produce an

envirxonment which will provide the péople of this state a healthy

and exciting place to live, next year, ten years hence and in the

year 2000~-just 32 years from now when as many as 50 million people,
may Live in our sﬁate. |

v Envirohmental protection study legislation is now befofe the
legislature and I have‘instructed our Resources Agency to provide all

leadership and technical assistance for its passage.

U
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We must come to grips now with the totai enVironmental needs
of people and their enjoyment of life as it pértains to the’quality of‘
air and water and its availability; to the proper protection and use
of the land and the rivers and streawms, lest there beknone; to the
creation of a balanced transportation system, lesﬁ we be overwhelmed
by autos and freeways, aircraft and airports, rails and terminals--al
gobbling up the land, without plan or coordination. We must study -
noise and its effects on people, the potential of thermal and nuclear
pollution, and we must have adequate parks, recreation areas and
~space, and peace and quiet for people andyliving.

I have ésked Director Mott also to concentrate upon thélpréP~

aration.. of the master plan. This will define state responsibility

so that it is clear to other agencies and groups who must supply

- city, county and regional recreational areas. This plan will define

-

the needs for _scenic and historical areas and for'recreation.; Updated,

regularly, it will give us a solid five-year look ahead as well as a
longer vision into 25 years for park and recreatianal needs, and the
private sector will participate. Not only is the recreational
industry, oh its own, becoming most ﬁignificant in thé state, but we
‘are assisting by review of statutes thgh undulyvrestrict or dis-
criminate against such deveiopment,\ Thé:e must be no double standard
which places higher requirements on priva?e developﬁent than on

- state-own~d, N . . .
- parks where supervision, sanitation and density

public or /
-are equivalent.

Wherever ﬁossible, we are seeking private capital expansion of
concessions in state parks--stores, cabins, rbédside camping areas,
boat laun:ﬁing~-perhaps even golf courses in étate recreation areas.

The Department of Parks is seeking a ﬁartnership with the
local conmunities adjacent to state park monuments by the appointment
of%citizen advisory committees. We need the imagination and enterprise
by‘which{ for example, in Coloma, at the John Marshall Gold Discovery
Site, loéalkéitizens helped rebuild Sutter's Mill--as it was that day
in 1848. ‘br self starters of the "Save the Redwoods League" who
recently helped us acquire the final:major additiohrto the Avenue of
the Giants, in Humboldt County, or the enterprise of the Sierra Club,
whose members recently planted 10,000 seedling tfees‘in one of our
major redwood park watexsheds. | |
| It is possible that we will see a Redwood National Park in

the nexwt vear or two. And this is well and cood.  Rnt 1ar ma smehaedes
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‘that we do not need é national park to protect-our redwoods .
California has already done that. Most of the remaining virgin
growths of the redwoods are alreédy protected in state parks. And
’let'me print out that any national park, to be meaningful, will have
to enconpass at least two state parks.

hesirable as a Redwood National Park may be, we are insisting

that at the same time the economy of our Northern California timber

areas bea protected.

- &rd we are also insisting that the federal government, in
return for our redwoods, give us beach and wmountain lands that can
be developgd by California into useable recreational areas.

We recognize that the future is in the hands of our ycuth. The

youth of today will either be the protectors or the dastroyers of our

land. Cur schools are deing a magnificent job with conservation

¥

eduzation~-but we must help. We have created a Resourzes Agancy

k

Conservation Education Commiﬁtee of Fish and Gams, Parks and
Recreation, Water Resources, with the lead from the DLepartment of
Conservation, to work with the State Department of Education in this
all impcy:iani program developmant. I asked eavery school, serxvice
club, the press, T.V., radio and news wmedia and every citizzen to help
emphasize Conservation Week, March 7-14; to bring home the message

to youth énd adulés alike: ‘"Understard the wvalue of out land, streams’
‘and countryside; protect it from litter and degradéticn; leave it -
unsullied for future generations because if it is destroyed, it is

lost forever." We are determined not to let that happen.

(Note: Since Governor Reagan speaks  from notes, there may be addi-
tions to, or changes in the above. However, Governor Reagan
will stand by the above gquotes,)
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EXCERPTS OF SPEECH BY GOVERNOR RONALD REAGAN
California Taxpayers Association Annual Meeting
Fairmont Hotel, San Francisco
March 6, 1968

It is a pleasure for me to bé here today. This is not the first
taxpayers group I have appeared before, but we made certain at the
last session of the legislature it would be the largest--if not in
numbers, at least in terms of taxes paid. :

Regarding that tax increase, I feel like the mother spanking
her lovable but recalcitrant child--it hurt me mbre than it hurt you.

You knbw what happened. I spent a year campaignihg for fiscal
responsibility and against new taxes. |

Then,flittle better than a year ago, when I‘took office, we
found the fiscal affairs of California in such a state that it was
impossible to have both fiscaliresponsibility and a balanced budget
without ﬁew taxes.

So we had to raise your state taxes. Those of you who have
already paid your tax bill know this all too well.

The -tax iﬁcrease amounted to $855 million.

I want you to kﬁow just why that éaxkincrease was necessary~-
how it came about and where the taxes are going.i

Cf the $855 million in tax increaées: $690 million went to pay

for left-over programs and debts. These were debts incurred but neve:

paid during past years:

--First, a $194 million dsht which was a carry-over from the

last year before our administration took over. We took the position
‘that this debt had to be paid off. The attorney general agreed;
ésaying that a continuing deficit was unconstitutional in California.

-~Second, we had to raise $496 million to pay for programs and

spending projects which had been started by the'previous administratic
Some of these programs may have been WOrthwhile, but the hard fact
is that‘the money should alsc have been4raised'oh a continning basis
at the time the bills were passed. This was not done and we had to
do it--we had no other choice,‘

So,'these two items--~$194 and $496 miliion,vwhichktotalk$690
million~-came due and payable last year. The taxpayer charge account:

-1-
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which had been pili;g up over the past several Qears'caught up with
us and you had to pay.

In addition, your state government decided to helop offset the
spiraling costs of the local schools and the increasiﬁg pressufes
on the property tax. This amounted to $145 million, To have failed
to do this would have been to jeopardize the educational éystem and
would have increased the pressures én the local property taxes even

mere.

Twantv million dollars out of the total tax increase--that is

the request my administration asked for to meet the nez2ds of a grow-

ing state. That $20 rnillion was less than 0.6 percent of the total

tax increase. We asked for that amount because the programs were
started and we believe in a pay~-as-we~go policy. We will not duck
hard decisions and we will not try td hide the costs of government
| from ycu. | |
Let me also point out that if it had not been for the economies

we put into effect during the early months of this administration,

the tax increase would have heen $130 million greater--~in other words,

$985 instead of $855 million.
If it were not for the economies' we have achieved already--not

counting thosea that we are now also working on--if we had allowed the

i

growth of state government spending to cdntinue at the same rate as

2

the Brown-Unruh administration during theflast five;years of the

previous administration--we would have to increase your total state

taxes at a rate of about four percent per vear.

We cannot allow this to happen. Now that we have paid off the

debts and straightened out the accounts we inherited, we are determined

that this éovernment will live within the means of its taxpayers,
and will live within the revenues which are now projected~«withoutﬁ
angjtax incréase.
k WhenkI took office I bleaged that we Qould cut and squeeze and
trim. Wezhave done that. We will continue to do that. |

When we did cut back on some of these programs, the cries of
anguish were Joud and iong. But I héardkno great storm from the
taxpayer whose dollars were being discussed. Now we hear from them
as the tax bill comes due. And I want to point to those who have
made a career of buying gifts for the people with the people's money,
it is their turn now to listen; it is their turn to hear the anger

and the wrath of the taxpaver.
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Lf they did not hear it in their budget meetings when they refused

to cut costs or when they passed more spending bills, let them hear
it now. Keep it in mind the next timé they ponder the spending of
millions of dollars.

In face of all these problems--the absolute necessity to raise
taxes to cover past debts and inherited programs--and the need to
adopt a budget of $5.7 billion for the coming fiscal year-—in face
of all this, there are those in the legislature, there are those on

- our campuses who complain that we are not spending enough of your

money. They demand that you spend even more through taxes.

Despite the fact that we increased the budget for the University
of Californiawby $30 million over:the last yea:, there are those who
demand that we increase that budget even more. Despite the fact that
‘we increased the budget for the sfate colleges by $39 miliion,.there
are those who demand that we increase it even more.

It is the same in some areas of public assistance~-Medi-~Cal,
social welfare, etc, There are those who want to spend more and
moré.‘ |

EWhere, I ask, is this money coming from? From tﬁe‘taxpayer?

He cannot afford it. He just cannot afford it. And, we cannot con-
tinuettobconfiscate his earnings--raising the state's‘take, year
after year. | |

Almost evefy day in theklegislature bills are passéd which
demand more of your money...;some would take millions of your aoliars.
The votes are cast--and the bills passedm-by those legislators who
 know full well that if the taxpayers were votiﬁg, the bills would
be turnad dowé;‘ Yet, too many legislators continue to vote té take
or mortgage méfe of your moﬁey. |

The timé;ﬁas long sihce passad to put an end to‘this.

We must have a new st of priorities, a naw agenda for state
government. We musf place mére emphasis on cutting costs.‘ Tﬁe tax;
payer must be parmitted to keép more of what he earns.

Let me say that from a strictly political viewpoint, trying to
hide the heavy costs of state govarument and ducking the wrath of
the taxpayer, it would héve bzen expedisnt fbr me to go along with
withholding. This might well have been easier for some of yoﬁ, too,
but thé credit4¢ard approach éomehdw makes 1t seem as though we are
spending less when we are actually spending more. |

But, I have refused to go along with this easv way out--it would
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be'a disservice to the taxpayer under the preseﬁf circumstances.

It 1is important that you know just what state govexnment is
costing you. It is time‘that all of us realize the grindinngOad
which is imposed upon each one of us, that we know the actuel cost
of government on our income, our lives and our futures.

The tax increase should make you angry. I hdpe it does make
you angiry. It makes me angry.

But, focus your anger con those who caused it-~those who first
spent your money without telling you what the bill would be--and
without making clear éo you that you would havekto pick up the check.

Focus your anger on the politician who uses ybur‘money to buy
his votes and then tries to shift the blame when the bills come due.

An angry taxpayer is the best weapon we have for keeping éown
the costs of government.

Tha lesson of April 15, 1968 will be a harsh one., It should

[y

serve as a reminder that govaernment is not free--not even when the
costs are hidden and sugar~cozted and dribbled‘out through gimmické
and slogans, which may sound good, but which only dalay the dav of
reckoning,

But now that I seem to be in a complaining mood, let's talk
about the numbers game that is beingﬁplayed with Medi-Cal. Accordiﬁ
to some, we made a false and horrendous estimate of’Medi—Cél over-
spending and then had to readjust and bluéhingly admit we had been
guilty of crying wolf until, finally, accbrding to these financial
sooth-sayers, we actually turned up with a sdrplus.“After listening
'to them, I am better able to uﬁderstand the record of the past |
seveial years.

The numbers game is not limited to Medi-CTal. When we are
successful in effecting economies, those econoﬁies are loudly
denounced as surpluses resulting from our miscaiculations. Well,
thdse‘suipluses for the moét part are hard?eérned through the careful
,businessfpractices of those Qe’have appointad to head our various
departments. They accrue to the benefit of the taxpayer and, as far
as I am concerned, those department hzads have my thanks;' If they
are to be censured, let those who have no regard for the public
treasury do the censuring,.

Of course, we do not always find surplusés,‘ We have found a
couple of deficits-~the last one for §$70 millién—~due to miscalcu-

lations in a piece of legislation adopted last year. May I say it
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“was not a part of our leglslatlve program.

The last error w1ll be compounded by another $82 million next
year unless the legislature acts to rectify the legislation--AB 272~-
which is at the base of the trouble, |

| I have invited the Speaker of the Assembly to sit down with me
and members of the staff this week to see what we can work out. In
the meantime, we are hopeful that’continued economies may give us
enough funds to meet at least part of this year's deficit. Just as
last year's economies paid for the excess spending in Medi-Cal, I
have promised already, and I will‘repeat it here, we will not go to
the taxpayers for more money to rectify that error.

I ﬁave not changed my belief that we are already paying too much
for government. | |

I am still convinced we can trim the fat out of government and
then basekour tax rates oh what government should cost rather than
on what it costs now.

We are also working on thé premise that taxes can be spread
more equitably. Centainly the hodgepodge, crazy quilt tax structure

California has now can be improved upon.

As you know, tax reform is a major goal of this administration.
We had hoped to be able to present a éomprehensive tax package this
year for the legislature to consider.

It appears now that we may have bgén overly%optimistic; Never-

theless, our own people are continuingjto work diligently with the

California Taxpayers Association and others toward this end.

“We are takin ng full advantage of a report turned into us after
nearly a year of study by a special Tax Task Force I appointed early
last yeér. |

We are examining the merits and demerits of a number of proposals

e

fving and makisng more cguitable

-

and suggestinns all aired at simpl
our tax systam.
,I shovld 1:ike o discuss some <f chass2 preoncsals in detail, but

I have nOth“q that it is easy for ths piriss to mistake our examina-

i

tion of propssils for adoeption of policy,.

e -

¥or o tnal reason 1 will
ncet ¢2 into any creciilcs  bhere tonight. Euh, whon we are veady to
make a proposal Iox tax »uiorm, the people of Califcrnia will be the
firs® to hoar what thiose spécifics are.

Kow. jush ug you have an interest in our tax system and our tax

take, so should you have an interest also in where and how your tax



.mohey 1is spent.

You not only have a right to demand maximum efficiency in those
éxisting programs we,Spend ygur”mbnEy'on,” you also have a right to
know wﬁai prbgrams:are’ﬁéiﬂg cdntemélated and why.

and just as you have‘a righ% to these answers, so do you have
é reépbﬁsibility to ask questions, to keep an’eye on your'government,
td insist that it function pfoperly and effiéiently.

Let me warn you here'that if you--if all of us~--do not accent
that responsibility, government will not long function properly and
the blame will rest on: your shoulders as we1l as on the shoulders
of those in gd&érnment. \

An indifferent electorate paves the surest rcad to bad govern-
ment .

\§oday, more than at any time in our histéfy, we cannot afford.
bad government. The demands on government by society and the ccﬁ-
plexities of society itself are tco great.

Government at every level must be aware of the problems we face
and mpst seek to deal with them within a framework that preserves
the rights and freedom of the individual, ard calls into play thé
genius of those who make up our society.

No government, however large or however powerful, has at its
“commahd the resources and the brainpower to find the answers to
society's problems and to apply them,equitably.‘ ‘

Too many in government today at almost eﬁeré-iéégl fail to - =
recognize this. As our nation has ércwn in population and in
technology, tEbse within government more and more héve tendéd to
believe that'oﬁly they have the answers, and they have attempted to
foist their>an$wérs‘onto the peopie with an increasing "féther’knbws
best™® arroganée. | |

Scmewhere in our nation somebody has found an answer to almost
everybproblem that besets us. Those answers are more available than
ever before, to ke used wherever they are épplicable.

Government must nbt be téo proud to turn to those,ﬁith the
enswers, to use then, to help wiih thenm, to provide the encouragement
and the incentive to make them work.

'We are trying that at the state level in California. We turned
to the business community to help us streamline ouf state government.
We turned to Chad McClellan, and he has mo:e'that 20 thousand

industrialists and businessmen organized and working in cooperation
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with government to provide job training and jeb placement for our
unskilled minority citizens., We turned to a citizens' task force

and the California Medical Association to look at our mental
hospitalsvand recommend changes and improvements. and, as I mentioned
earlier, we have turned to many people,‘including.your organization,
to help us with our tax programs.

We will listen to anyone'whe may have the solution to one of
our problems, who can help usknot only attack the symptoms, but also
the root causes. |

| It is easy to point to the pressing problems of our time:
--The awakening discontent with their lot of the poor, the under-
privileged and the minorities

-~Crime--against individuals in the form ot increased,violence,
and against society in the form of new uses of violence.

-~The plight of our cities, racked by crime, Stifled by traffic,
smothered in eir pollution, infested with slums,’afflicted with urban
sprawl. -

The solutions to the problems come less easily. There are sore
who,would have government--preferably big government--take over.

There are others who believe that solutions begin at theegrass
roots~-where the people are--that ioeal goVernment knows its peculiar
prdblems best and can solve them best, that state government must do
what local and regional government cannot do, and that the federal
government must do what states cannot,

In recent years this approach to government has been out of
fashion. | [ |

For 35 years the federal government'has been usurping the powers
of the state governments, the state governments have been taking
power from the’local governments and all éovernments have tended more

and more to limit the options of the individuval citizen.
| éompulsion has beeoma a way of liﬁe in cur land~-all in the name
of‘préblem solving.

And yet, too often we fail to reach the root cause of the problems
Wwe deal only with tl:2 syrptoms.

I an not foolixh enovugh to say we shouldn't deal with the svmptux

We must, of cuurse. We cannot and will not tolerate rioting in
the streets or on the campuses. We will make a determined affort to
’make our streets safe from those who would murder and rape and rob;

we will work to unclog our streets, purify our air, educate our

‘children.
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' But beyond allathis, we must seek to deteﬁmine and correct the
causes of our failures. Why have the cities decayed; why have érime
and dope addiction increased; why have not our minorities of this
generation escaped from the slums? |

And, at the same timé that we seek answers to these present
problems, we must look to the future and anticipate new problems.

Alrsady we have people looking down the road to see hdw
Califcraia can adjust to the problems of a peacetime economy, locking
at new approaches to our water pfoblemsf studying the possibilities
offered by our ocean resources. We nust anticipate a state park
system that will take care of a California population approaching
50 millisﬁ persons; and work on a plan for an integrated transporta-
tion system.

Most of these projects are going on at minimél cost to California
taxpayers and are depending on the involvement of leading citizens
througheout California. But more of them can be carried cut by a
gevernment always on the brink of insolvencykdue tovexdess and fiscal
irresponsibility. ’

The fact remains that California must maintain a stable and -
pProsperous economy. |

And that takes us right back where we began.‘ A stable and
prosperous economz goes hand in hand with a sound and eqguitable tax
system. We are determined, with your help, to givé the people of
California such a system and to have the courage to say no to living

collsctively beyond our means.

(NOTE: Since Governor Reagan speaks from notes, there may bhe
additions to, or changes in the above. However, Governor
Reagan will stand by the above guotes.
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"TRANSCRIPT OF SPEECH BY GOVERNOR RONALD REAGAN
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0ld State Falrgrounds, Sacramento
March 14, 1968

You do me a great honor by inviting me to break bread with you.

~One of the first things that happened to me as Governor was to be
dmmediately shipped off to Washington to a conference that was going

on there. I left the Camdlia City as & brand new resident, had two

‘hours with Ev Dirksen and discovered that flower you'lre wearing is

a marigold.

Seriodsly, I appreciate the opportunity to report to you on the

" doings of one of the major industries of your community. And, in

this case, I'm reporting also to the stockholders. And if some of
you haven't become aware of that, you'll find out when you get the
bill from your broker on April 15.

I've had the opportunity to get around the state since the

electlon some. I was up in one of our more spaclous but less populated

counties in the North and an old fella accosted me and sald, "You're
from the Capitol." He says, "They got some smart fellas down there."
And I said, "That's so.'" And he says, "They got some that ain't so
smart.” I allowed that was so. He says, "Pretty damned hard to

tell the difference, ain't ite" . ' : ‘

One of the first things I learned in this new Jjob was the truth

—~ of an old story that has to do with a newcomer in the gold rush days
to Alaska. And one of the first things he had to learn was how to

drive a team of husky dogs. And they showed him how to harness them
up and then they told him, "These dogs are all right. You can pat
them on the head and they won't hurt you ... unless you fall down,
and then they'll tear you to pieces." '

A couple of days ago, I heard a fellow on the radio here in
town. I don't know who he was, but I have a deep affection for him.
He was on the radio and for some reason or another he said, "Every
man should have a wife, 'cause sooner or later something will happen
that you can't blame on the Governor." i :

But I'm sure that a part of your hospitality in extending this
invitation to me must have been prompted by curiosity. After all,
it isn't every day that a fellow who, for a number of years, has
been riding off into the sunset with "The End" superimposed on his
back, turns up on the State House steps with something called "The
Creative Socilety". :

Briefly and informally for the next little while, let me open
this stockholder's meeting. This Creative Society that I have talked
about 1s based on a belief in the peoplels ability to manage their
own affairs and, in cooperation with government, solve the vexing
problems that have plagued us for so long. It!s based also on a

.. belief of mine that government tends to get hidebound and the hides
are laced together with red tape and the story of government is

usually, and too often, written in red ink,

Now, let me give you an example of this and of what seems to be

. some strange philosophy that government and people in government

have. '

I know it's kind of 1like the sergeant. The young rookie was
asking him why he was doing something a certain way, and the sergeant
sald to him, "Son, let me ask you something. If you were starting
a brand new country and one of your first chores was to create an
Army and you got the first division of that Army organized, what
would you eall 1t?" The kid said; "I'd e¢all it the First Division,"
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He says, "In the Unlited States they called the first one the Seaond
" Division, and 1f you can understand that, you'll understand everything."

Well, with regard to the red tape and the red ink of government,
in 1920 it cost $20.75 to phone from New York to San Francilsco. And
for that amount of money, you could mall 1,037 letters. .Today it
costs $1.00 to call from New York to San Francisco, and for that
amount you can only mall 16 letters. So, the government is investi-
gating the Bell System. ‘

The one thing the Creatlve Society isn't and can't be is a
magic wand. Taxes had to be raised. The budget i1s an enormous
5.7 billion dollars. The budget is too high. Taxes are too high.
And T have discovered that there is a savage resistance on the part
of some to reducing either the size or power or cost of government.
There's a defeatism on the part of too many of you with regard to a
belief that nothing can stay the growth of government.

Now, I'm here to tell you that, while we have a long and hard
road shead, the power and the size and the cost of government can be
reduced, that we've made this start, and that now we have reached a
point in which we have to have the help of the people of Californis
from here on. 1

I won't go into the story that you know already about the fiscal
mess that we were in, I'll just tell you something of our approach
and the results so far. ,

We had gquite an awakening when we first arrived in Sacramento.
It geemed that with every drawer we opened,; the story got worse.
Cne day when I was shuffling through the papers on my desk, thinking
there must be a letter of resignation in there someplace, somebody
came in and said, "Cheer up, things could be worse." So I cheered
up, and sure enough, they got worse. '

, But 44%% of our budget goes back to the county and local govern-
- ments, That's fixed by law. Eight percent is in the use of the

- bond funds and California 1is the biggest marketer of bonds in the
United States. Fourteen percent of them marketed by us--about an
average of 600 million dollars a year. That's, of course, specified
and controlled by law. Twenty-three percent are special revenue
funds, and agaln, these are fixed by law.

But at least here we can do something. We can exert an effort
to see that you get a better buy for your dollar. Only 22% is the
amount of that big budget that goes to pay for the administration
and the running of the government of the State of California. And
here we can make an effort in the way of economy. ,

I would like you to know that if we could cut--you can do a
little bit of arithmetic and figure it--if we could cut the cost of
~operating the State of California in two, we would only be reducing
the overall state budget by a little more thsn ten percent. Which
will give you some idea of how tough the job is.

However, I didn't set out to discourage you. We made our first
start. We realized that we had to start effecting economies very
_quigkly. We looked around for the immediate ones. '

- In the last ten years, while we've increased the population of
California 39%, the number of state employees has gone up T0%~~s0
one of our first efforts was to put a freeze on the hiring of
replacements for employees who left the services of state government.
And I am able to tell you now that, after that continued growth and
size of government here, there are today 1.8% fewer employees in the
State of California than there were a year ago last January. But
even here we've been handicapped. We could only apply this to the
adwinistration of the State of California. 3 :

Higher education was a different matter and we couldn't exert
Ehat freeze or have an effect on them. You'll recall, incidentally,
“liat the state University was going to be put out of business by the
reductions we made in the budget for the University.

But somehow they've not only managed to stay in business, they’ve
managed to increase their number of employees by 8.4%. Even with
the limited budget, that wiped out some of the gain that we've made.
-0
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v Now our galn, incidentally, was made also in splte of the fact
that we're increasing the California Highway Patrdl to keep up with
our expanding network of highways. There is a bill introduced in
the Legislature to provide radar for the California Highway Patrol.
It is an established and proven fact that by the use of radar ...
each radar set is the equivalent of a great many highway patrolmen.
It is also a proven fact that, in the country, with the use of
radar, you protect the lives of citizens on the highyays and/you
can reduce automobile deaths and accidents. ,éfy@mmmy/af7«f?

But I will predict that before the week is out, that bill will

be killed in committee, It'll be killed because one particular
- lobby is exerting a great deal of pressure on the Legislature, and

" that lobby isn't within a tenth of belng as powerful as the people
of California could be, whose money will be taken and whoge lives
will be lost in highway accidents. But, unfortunately, the lobby
is here, and the people have not made their will known to the
Legislature. :

Now we had another thing something in the nature of a freeze.
We discovered that our state employees were tourists at heart.
They were all over the place. We didn't tell them they couldn't
leave...we Jjust told them they had to come in and tell us where
they were going and why. And that reduced the budget for out-of-
state travel by 78%. f ,

‘ By last spring we hig/reduced the amount of gasoline the state
had to buy for the statertars by 15%. Incidentally, we discovered
- also that nobody iknew how many of those cars we had, so we put a
freeze on buying them. And that's made some changes. But one of
the weilrd changes is, sudden.y by stopping buying them, we got a
gurplus of automobiles in all the state motor pools.

We did something about the beautiful fourJégigr reports that
were beling circulated from department to department each year. They
formed a staelt that was half as high as I am. We found that mimeo~
graphed reports will do just as well. ' ’

We discovered that we had a phone bill of 164 million dollars,
80 we brought the phone compzany in. Somehow someone had overloocked
that they have a department that willd come in and survey your needs
and tell you what kind of a phonet€ystem you need. And we brought
them in. T ' : SRR

They found people sitting at adjoining desks with inter-
communicating systems. They had paones on ithelr desks with lights
on them so they could lock at the light and see ii the fellow
sitting alongside was using the phone. Those cost two dollars per
month extra per instrument. Now they turn their heads and look at
gach other and the phone company tells us the bill will be reduced
two miliion dollsrs this year.

i2 consolicaved™Puying, induiced in comuztitive bidding,
standardized specificationg. For example, ne have bought this
vearfs high-speed tires for the Califcrnia Highway Patrol at
$141,000 less than they cost a year ago. All in all, from February
First a year ago to October 31, we reduced the cost of supplies and
equipment purchased for ZThe state by 22 million dollars. :

You know, tha state used to be in the pheasant breeding
husiness for restccking of our countryside for the hunters. Weire
tot agailnst that- -out we found that we could go out ¢i’ the breeding
nusiness and buy them from private enterprise and save $3300 a year.
50 now we buy them instead of raising our owun.

We found out there were a number of jobs being done by the
State Printtﬁé Office that they were not equipped to do, and that
we could sctually get them done cheaper from private enterprise.
We are now contracting this work out.

~Ineidentally, in one of those task forces we had going through
the'state government, they Jjust happened to be in the State Printing
Office on &n occasion when they were getting ready to scrap one of
the presses. A great many thousands of dollars were involved. But
somehow the press just wasn't eguipped to do the particular Jjob.
It had to be done. And one of the members of the task force Jjust

-3~
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happened to be in the printing business and he showed them how., If
you just went around in back and made some minor adjustments, you
didn't have to scrap that printing press~—and that saved a few
hundred thousand dollars.

We sold the Grizzly for $204,000 and now‘occasionally have to

travel by charter, but most of the time we travel commercilal. Thg&///'

saved the state $116,000 a year on the Governor's Office travelin
expense. I did draw the line, however, when some of our eager
beavers suggested I start traveling by "Flying Nun"

Wetre taking an inventory of the 1an&§fi We'lre gelling the
biggest white elephant we found. We've had it since that famous
Olympics~-~-the state'$ holdings in Squaw Valley.

But also now, partlcularly in our mental iﬁggiuutlons, as we've
declined in population and as there'ls been a change in the type of
patient involved--because the patients who could be rehabllltated ‘
are now being sent back to regional health care centers--welre
inventorying the farm land that used to be kept for mainly re-
habilitation around those as well as other state institutions, and
they are going back on the market and going to be sold.

With regard to investment of funds, we have gottepn-a change in
legislation giving us more flexibility in investing ate funds.
And they are invested up until the time they have to be spent or
have to be used. This has added hundreds of thousands of dollars
to the earnings on those funds.

We have a program, a merit%ﬁggéram, in the state--have had for
years-~-whereby employees are gilven bonuses when they suggest things
that will result in increased efficiency or economy. We'ire paying
out three times as much in those bonuses now as had been paid out
previous to this administration, because the fine employees of this
state--and there are a great many thousand of such employees who
take great pricde in their work and are dedicated to their tasks--
they've discevered that someone is interested, g

A couple of weeks ago I awarded two bonuses of $11,500 each
to two young men who had, on their own time, worked out a system
for speeding up the delivery of funds such as the federal grants and

'i  getting them invested and, as a result of thelr plan, the state is

getting an additional $309 000 a year on return on Jjust the brief
investment of those funds. o

The Savings and Loan Department is financed by assessments
against the savings and loan industry, which may not cut someone's
taxes in the immediate run, but certainly itfs a return of money
where it should be. We've reduced the cost of operating that
department by $300,000 a year.

Throughout this country our business climate has not been the
best,  And one of the drawbacks in the businsss climate was our
Corporatlon Commission. And down through the years, businesgsmen
throughout the country and here in California have known that here
was a great hold-up and a great, massive bureaucracy that was
hindering what we were trying to accomplish. But we have a self-
supporting Corporation Commission now.

The CorporationLﬁSﬁmissioner told us at the beginning of the
year that he had begun effecting some economies arc efficiencies
and he believed that he would be able to hand the General Fund,
by next June 30, a $163 000 profit over and above the running of his
department. Well, a short time ago he was in to tell me that that
$163,000 was a wrong estimate--it's already a million and a half
dollars, and by June 30 expected to be a $2 million profit. Around

one half million of that is a reduction in the cost of his department.

Throughout the country, as I've had occasion to get out, I
have Tound that the increased efficiency and improvement in the
Corporation Commission here in California is the talk of the
business community in the nation. :

Have you ever wondered in government whether péople'ever talk
To each other? You know, you drive down a newly surfaced street
and three days later they're tearing 1t up to put a pipe underneath?

- Well, welve got people that do talk to each other. Some of them
are here todaswr.
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I can see Bill Uianelll out there, Bill ié'heading'up our
great Water Project. Bill came into my office the other day with
Sam Nelson, who is in charge of our Highway Department. They had
an agreement. They just thought I'd like to have them sign 1t in
my office. I was delighted.

I'11l tell you what the agreement does. As you know, the ﬁgg;r
Project is going on down through the Valley. There's a peripheral
canal going around the Delta., You know also that the West Side
IFreeway 1s also going down through the Valley, Well, across San
Joaguin County, there were two rights-of-way. The highway needed
land from which i1t could get seven million cubic yards of fill, and
the canal needed additional land where it could dump the excavation.
Well, those two rights-of-way are now very closely parallel. It
means that less land will be taken off the tax rolls of San Joaguin
County.

The highway is going first. They'll do the primary grading or
digging of the canal first. That digging will provide the seven
million cubic feet of fill at a savings of five million dollars and
they won't have to tear up any of the county's roads because the
trucks bringing the dirt will simply go from the site of the canal
next door to the freeway. And, incidentally, Fish and Game even
got in the act. ; ‘

As you know, if you dig a hole that blg and let it stand fog;,/
a while down in the Delta, youlre going to have a lake. So Fish
and Game 1s stocking the pools of water in the primary digging
area until itis time to finish the canal, and the people will have ’
fishing holes there.,

- But this taught them something else-—out of this has come a
- program wWhereby as they go on down the two hundred mileg of the
Valley, they are going to use one adm;g%stratlve headquarters for
both the Water Project and the Highwa rogram.  They are going to
use the same areas for ey4ulpment, for serviecing, for repair, for
fueling. ' They are going to use the same staff and the same equip-
ment for emergencies, such as for slides and so forth.

. And this has now spread over into permanent structures. For
s example, a forestry camp had space and utilities already in. With
. the addition of only a little office space, we found we could use
that same location at a great savings for both the offices of the -

Highway Project and the Water Program. This has all come about
simply because in government we now have some men, llke these
gentlemen I just mentioned, who believe that their function 1is not:
to bulld an empire, but is to run government as 1f it were their
own business in the way a business should be run.

With regard to the gasoline tax, since I've touched on highways,
this is one of the areas where we can't reduce the budget. The
money there has to be spent. Spending is based on the amount of
gasoline tax which comes in.

But we can make sure that you get a better buy for your dollar,
A few months ago I was able to tell the people of California that
as a result of savings in administrative overhead 1in the use of the
gasoline ta&, we were starting forty-four highway and freeway
progects——$9 million worth-—one year shead of schedule.

In fact, T am now pleased to tell you that I spoke too soon.
The figure is now $194 million~~-translated from red tape and
administrative overhead into miles of concrete hlghway for the
State of California. This is the equivalent of a 23% increase from
© . your gasoline tax. ~

We are reducing our office“gﬁace and belleve that within a year
ve will have it accomplished. The office space occupied by state
government offices will go from 9 million square feet to 7 million
8uare feet, And all that it took to do this was to simply apply
the private business standards for square foot of space per employee
for those doing similar work. That same standard applied to
governmnent workers made this reduction possible.

I'm sure you already know about the four million, three hundzred
thousand dollar bullding that was to have been started last summer
for one of our state departments. It will not be built. We simply

- tore up the contracts without signing them because by applyinzg these
same standards we found that we have no need for that building, now



You received yor~ notification for the renePﬁI of your auto-
moblle license a 11it\ 2 early this year~~that s \_cause we got word
of the postal increase and we saved $110,000 in postage by sending
them out early. You're going to get them even earlier next year,

And we had some sildeline benefits., We discovered that by
sending them out early we reduced the amount of overtime and the
number of temporary employees needed for this rush period. So
we are golng to put them out about another month earlier next year
and reduce it even farther. Renewal time for 1icense 1s 40 days.
We have already reduced this by five days, and we're in the nidst
.of a planned phase out which, by July, at the time for renew1ng
licenses, w111 be ten days.

Inoidentally, having men of thils kind who ask questions, as
businessmen do, Verne Orr over in this particular department took
note of the fact that when you lose your driver!s license you go into
one of the Motor Vehicle Bureau offices. You give them your name
and address and they hand you a certificate. That certificate is
good for slxty days, as a license. And Verne got wondering how we
really know who the people ayre and whether they're who they say
they are when they come in and get those certificates.

So we4changed the rules. If you go in now with a lost driverts
license, they tell you it will be put in the mall the next day, and
you'lll have it, And in the first 23 days of the change of the rules,
we receilved back 551 of those certificates, all of them sent back to
us by people who said we didn't lose our licenses, we don't know
why we've been sent this. Maybe one indication 1s a woman who
wrote us to say she received it. She didn't lose her llcense
because she never had one. She can't drive an automobile., But she
said also that in the same week she received the license, a check
was stolen from her mailbox. Those certificates are as good as a
driver's license for credit and for identificatlon for cashing checks.
3o, welre sending those letters and those returned certificates as
they come in to local police throughout the state.

Now, some of our economies and our attempts at economy were met
with great screams and dire predictions. In addition to the one
I've already mentioned, another was that the colleges and the
Universities were going to disappear and the quality of higher educa-
tion would sink to an all-time low because of the economies we made.

Increases in the budget for higher edutation are based in part
on higher prices we all have to pay and on increased enrollment.
But with the cuts that were made last year and this year in the
budgets which higher education asked for, you might’be interested to
know none of the dire things happened because, even with the cuts
required this year, our budget provides the highest increase per
- student of the average of the last ten years.

And, in addition to this, believing that a program-type budget
is good business, we have in our budget this year, made proposals
that will give the college system more flexibility than They have
ever had in being able to use their money.

We knew of an incident a few years ago with this tight-line item
budget where one state college wanted to buy some motion picture
cameras and some very intricate lenses for scientific research.

Under the system previously in effect, somebody in Sacramento blue-
penciled the cameras and not the lenses. The college is sitting
there with shelves full of lenses and no cameras to put them on.

So we are gilving them a program-type budget to the best of our
ability. ;

You haveupeard of course, that with the changes we have made
in the mental“health program--and here the screams were especlally
loud--we were going to destroy this program which was admittedly the
leader of the natilon.

Callfornla, with the eAceptlon of one or two small states that
don't have the great problems of the large states, is the leader in
the mental health fileld. I don't see some of the same critles rush-
ing into print to acknowledge, now that the year is over, that we
have increased our lead over the rest of the nation.

We are spending more per patient than 1s being spent in any other
state of the Union. We are enlarging the floor space per patlent
to the 70 square feet we always wanted instead of the 55 square feet
they've always had., Welve accelerated the pace of putting patients
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that can be cured or rehabilitated into reglonal and local health
care centers. We are moving toward the day when we'!ll have only the
custodial patients there for whom there is 1little or no help or
improvement. : ‘ k
/

~ We have 1mproved the mental "retardation program. We're working
toward the day when we can stop operating these large hospitals for.
the mentally retarded with their thousands of unfortunate young
people and to get more of them into the local centers where they
can live in more normal surroundings and be taught to have a more
useful 1life., We have given them a flexible budget which they have
s requested but never had before, and there will be an increase in the
nurses compared to the number of patients. ‘

o In the midst of this filscal crisis, some of those who must

k share the responsibility for the financlal plight we were in have
been the most vocal critics, not only of our efforts to economize
but, of course, of our efforts to increase the taxes in order to get
out of the debt position we were in. But at the same time they
continue to propose spending measures.,

_ Indeed, they introduced enough spending measures last year to
increase the budget by 433 million dollars at the very same time

- they were complaining about the economies. And I blue-penciled
$43% million out of that budget.

Welre unhappy with the tax situation. It doesn't reflect our
thinking on the kind of tax system we should have in this state.
So we have a task force that's been working for the better part of
a year, and we are now working to put into legislative form proposals
for complete peform of our tax structure, to see 1f we can't have a
tax system that will be geared to our economy, that will go up with
.our economy so that we don't have to keep changing the rules on you
2l ecoming back every couple of years and telling you we're going
to take a higger percentage out of your earnings. :

In that connection, I've made a suggestion and I'd like to
makg it again right here, because in the days shead I'd like to
solieit your thinking. You know that the corporation and insurance
tax can only be raised in California by a 2/3 vote, a 2/3 majority
of the Legislature. I see no reason why the individual taxpayer
should not have the same protection, 4&nd I am going to seek a Con-
stitutional Amendment that will make it necessary to have a 2/3 vote
of the Leglslature to increase any tax in the State of California.

e

Maybe I can take a minube here and mention something there's
bee§ a great deal of discussion about, particularly in view of
April 15 coming up. It has to do with withholding. I have taken
& posltion against it. I believe this reflects the feeling of the
majority of the people of California. I personally am opposed to
withholding. ,

I would like to point out that there are some people who are
dropplng us letters to tell us they!ve changed their thinklng since
‘recelving thelr tax bill. They've changed their minds about it...
they want withholding. I can understand that and I have sald and will
say again, 1f this is widespread and the people of California have
changed their minds and want it, certainly I cannot stand in their
way. : :

But before they make that decision, before perhaps some of you
make that decision, I want you to know that the greatest proof that
e withholding is a sedative and not a cure for the ailment is the fact
that, had we put withholding in, with this present lncrease in the
pPersonal income tax there wouldn't have been a peep out of anyone.
They wouldn't have noticed it. ‘

Here i1s the greatest proof that when the pﬁ@ple become consgeions
of the size of the tax, withholding then becomes a convenience for
government. It puts in'the hands of govermment an easy method for
Increasing the tax.

Also, before the people make any change in their thinking, I
want them to know, I want them to understand, the main convenience is
for govermment, It makes 1t easier for govelrment to manage 1ts
funds, It makes 1t easier for goverumeni to colleet. But it is an
increase in your tax. ' ,
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We have today a record of collection in which there iskonly
about a 1.8% loss by way of people who elther make errors or cheat

or leave the state. And there 1s no proof at all that withholding
would correct that.

I don't think the federal government has that good a record and
they have withholding. So forget any idea that there are hundreds of
millions of dollars being lost to the pcople of California by others
not paying their taxes. There are some, to be sure, but the biggest
increase thal the state would get from withnolding is going to come
out of your pockets. :

Even without increasing the rate, there would be anywhere from
60 to, in a couple of years, a hundred million dollars under with-
holding. This would represent the state's ability to take advantage
of increased prosperity the minute it happens and get more out of
your pocket without waiting a few months before cateching up with that
increased prosperity.

‘ Also, for whatever ability this would give the state to cure
cheating on the part of some individuals, 1t would Just put the
state in the business of cheating, because they have a happy term.

They say the state would get about $20 million from what they
call a "recurring windfall". Now isn't that a nice sound? A “recur-~
“ring windfall"”. That means, $20 million a year that you don't owe,
but you pay...and you don't know that you don't owe it, and the
state gets to keep it., I don't think the state should be in the
business of cheating. ' :

Well, enough about that, Now, I don't want you to think ~that
because welve placed a great deal of emphasis on money matters that
we'lve neglected the area of people, the people'!'s problems,

Qur programs of state subsidies to the county probation depart-
ments have substantially reduced the number of commitments to the v
state's correctional institutions. There are nearly 1500 less thaﬂ\,~;
were anticipated nearly a year ago.,

For the first time in the hlstory of the Youth Authority there
are empty beds in the institutions where a short time ago they were
talking about the need for new bulldlnb..

We are now working on a special program with regard to the
young women who are in our correctional institutions, And if this
works out, it will save $170,000 a year and mean that here, too,
there w1ll be adequate space. This program has been halled nationally
by others who are in this field,

In the Division of Apprenticeship Sténdards, we have set up 30
new programs. We have adopted a new code to insure that minority
~races have an equal chance to take advantage of these programs.

With less personnel in the Division of Industrial Safety, we
have increased the workload and the results. We've increased the
number of safety inspections. We have vastly increased the condi-
Tions that have been corrected and the net result is that our rate
of disabling injuries is at an all~time low in this state.

At the same time, in the program to rehabilitate the physically
and mentally handicapped, we have doubled the rate who are being
.alaed rehabilitated, and put out into private self-sustaining jobs., -

Over a year ago I went to Chad MeClellan, who had gone into
the Watts area right after the riots with a program in which he
had enlisted the support of his fellow industrialists to provide
Jobs in the minority areas. I asked him if he would take this on,
on a state-wide basis. He did. It is at no cost to the state and
today, in some 16 major areas in the state, he has set up a progranm
~In whieh thousands of businessmen and industrialists are engaged in
cooperating with the government on Jjob training programs, putting
these people in the minority areas to work.

And, I milght add, we have the 1owest rate of unemployment that
we have had in well over a decade~«right now, in the state of
California.
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On the subject of the task force, composed of almost 300 of
your fellow citizens that went into 60 agencles of stabe government
and came back to us with 2000 recommendations for economies and
efficiency controls, I had to laugh about an editorial in a certain
local paper. 1t was to the effect that this report, like all the
others in the past, would be warehoused, gather dust, and nothing
would ever happen, ‘

Well, we've only had those for a few weeks. Yet, 206 of their
recommendations have already been put into operation for an $8 million
a year savings. I have approved another 600 that can be put into
effect simply by administrative decision, and 99 that will be sub-
mitted to tne Legislature because i1t reguires their approval. ~

If and when the bulk of these are implemented, they can reduce
and will reduce the cost of government in the nelghborhood of $2090
million a year. They will cancel out the need for $153 million in
capital construction. They will save on a mabching basis $67 million
a year to the counties and local communities and they'll even reduce
the federal funds that we need by $92 million. VWhen you can save
money for the federal government, you have performed something of a
miracle.- ‘ : S

Very shortly a lake, with a 15690 mile shore line, will be filled
to capacity behind the dam in Oroville, I don't know about you,
but every time I fly over some of those multiple-purpose lakes of
the water system and see them with a dam and one little civilized
paZch where the state has condemned some land and given 8§ concesslon
it recalls to my mind that if you want to get on the lake and fish
or boat or anything you've got to go through that small pateh,
because the rest is cut off by a chain link fence, It says, in
effect, don't you dare dabble your hands or feet in the water.

- Well, it's not going to be that way anymore. Up at Oroville,
Parks and Recreation has worked out a plan whereby in the lake be~
hind the dam at Oroville we are going to the private sector, to
resort promoters and to builders, on plans which will give us con~
trol, : '

We are goling to develop the lakeshore by private means for re-
sorts all the way from luxury hotels to campsites and to bullding
of lakeshore homes around the lake. And when this is done there,
we'lre going to spread thls system to the other areas that the state
controls in the same way, ' el

In the area of judicial selection, we have a bill before the
Leglslature, and it's going to have hard going unless you make
your desires known. I don't believe that judges should be appointed
on a basis of politiecal favoritism. I think what they do is too
well nigh sacred. |

e have a piece of legislation which will take, once and for
all, the appointment of judges out of polities. This is a program
whereby on the highest level of the court there will be a statewide
commission appointed: two Judges, two members of the bar, two
citizens., And this board will take all names of possibilities for
Judgeships and screen them,

The board will then submit the names to the Governor, who must
make his selection from among them on the basis of character and
ability and experience.

There will be five regional boards of the same texture, made up

~of local people of the Jjudiciary, the bar and the citizenry around

the state for the lower court levels. And there will be advisory
members from each local area that will be appointed to help those
boards even though they don?t have a vote.

And in this way, governors henceforth will be handed the names
of people chosen by their peers and thelr fellow citizens as being
qualified, both personally and by experience, to be judges. I am
doing everything I can to see that this is approved, but, as I say,
1t is going to requlre the support of the people to let government
know that that's exactly what you want. :

Over a ten-year period the population of our state has in-
creased 39%. Velfare spending in California went up 247% in constant
dollars over the same period, . ,
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Vle are bound in and limited by what we can do by federal regu-
lations as far as reforming the program until we can gef help from
the federal government, Ve have done what we can for the local coun-
ties, Ve have reduced 2500 pages of state regulations to one 200~
page manual,

But we'lve gone farther than that. Ve have just announced that
in Fresno, we will have an experimental program, In Fresno we'ye
g8tarting g pilotl program where all of the multitude of welfare
agencles are going to be formed under one director, into one program,
to funnel people in at this end and funnel them out .at the other
end into Jjobs they're trained for in privste enterprise,

Wefre going to break theydependency cycle and have a goal of
making people independent of welfare instead of the other way around.

I'm running over my time and I didn't intend to. But I'll just
take a minute or two wmore, if I may.

A challenge of our society, of course, goes far beyond what we
in government are attempting to do. There ig a caalleuge L ovou
here as the leaders in your community,; and this challenge ex cend to
service club members throughout the state and throughout the United
States. You have a great and personal stake in what happens in your
state and your nation.

The chalienge is simply this: If our gystem of grovermos ph is
fo work the way it was weant to work, we must revarse the tian: - F
turning wore and more guthority and control over cur lives £5
government e must accept our resnon51b111uy as free men an
concerned citizens,

Q.
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, Now it is easy enough to say, "Well, I vote and I pay my taxes

and I obey the laws," But, we are kidding ourselves. This isn't
enough, and you know it, Otherwise, you wouldn't be members of
service clubs--because by their very name they imply that theyfre
of service to fellow citizens.

What can you do? VWell, the anéwergis as easy as it is varied.
The problems lie all around you. And, only you can provide the
lasting solutions within the framework of a free society.

What are you as businessmen doing, for example, to prevent
Juvenile delinguency? You, as individuals or your clubs, can do
a great deal, Most kids old enough to get into serlous trouble would
rather work than play if we gave them half a chance, lhere are the
summer jobs and the after-school Jjobs that you and I used to have?
Well, most of them are gone and the excuse is goverrment regulations
and government paperwork., And that excuse has some validity.

But, if we're Interested in keeping the kids off the street and.
out of trouole, we can make an extra effort., If there's some way
that the state government can get out of your way, let us know and
we'll do it. The alternative is to keep criticizing the younger
generation while we turn our backs on them.

Now you can mgke your complaints about the high cost of govern-
ment meaningful by demanding fiscal responsibillty at the eity and
the county levels where your tax dollar doesn‘t buy as much as it
should in most cases. |

You can work in the poor areas and the slum areas through govern-~
ment programs or through privately sponsored and financed programs.
Itts not enough to Just give to the Community Chest or the Red Cross —
or the Salvation Army, although this, too, is vital.

Today's problems demand your time and your energy as well as
- your money. They demand your personal involvement and that again
is the meaning of the Creative Society.

Money may seem llke an answer in Washington where the slogan
used to be "Ualk Softly and Carry a Blg Stick" and now it's "Ualk
Softly and Carry a Blg Sack", but if money is the answer, how do
we exXplalin that Californlia ranks third in the nation with the
number of poor and first in the amount of federal anti-poverty funds
that welve been alloted., Since mid-'64 we'lve spent $2838 mlllion in
this program in California,
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And we dildn't alleviate poverty, we crealed an adminlstrative

, niéhtmare. Follow, 2 Watts, millions of dollg vere funneled into

that area as a hot spot. They had to solve i1t. Ior a time there;

I can assure you that the poverty program administrators outnumbered .
the residents. And then a national magazine doing research found

out that more than 50% of those funds went for administration,

This 1s why I vetoed a number of poverty programs in the
state, One in Fresno was set up to teach people houw to demonstrate.
If there's one thing we don't need in California, it's more demon-
strators?t

There was another one down in Ventura County...it was a pilot
program, It was going to put 17 of the hard-core unemployed to
work clearing up our park lands. I vetoed the program because they
were golng to have seven administrators fo make sure the seventeen
g0t to work on time, But it wasn't enough., The seventeen were
expected to travel 12,000 miles doing this Job and there was no pro-
vision made for thelr transportation or their housing.

The general accounting office has sald that there is one Job

Corps Training Center in California with 1,860 enrollees and a
staff of 1,078, A ‘

But even this pork-barrelling has been topped by one in Chicago.
They had an organization that was awarded $872,000 to teach basic
arithmetic and reading to dropouts. Well, that's a worthy purpose,
Kind of curious, a reporter for the Chicago Tribune went down one
day to see how they were doing in school. And he interrupted a crap
game, They explained to him that it was a recess.

___But then he started looking at the teachers--they got $3840 to
$6500 a year~-not an excessive amount, but neither was their work.
He found that two of them were in jail--one charged with murder, one
charged with conspiracy to commit murder. Three were out on bond--
waiting trial for rape. Another was walting trial for aggravated
battery, and still another one was on probation for a burglary con-
viction., And the director said it was too early to say whether the
program had been successful, ’

- Incidentally, the teachers were paid $5 a head for each dropout
they could bring in. And since they were able to offer the drop-
outs $45 a week plus a famlly allowance, the best recruiting place
was the nearby school, where they were talking the kids into drop~
ping out. ‘ ’

Well, there is a better way. Not only you,’but those who work
for you, could be encouraged to be involved. Ours is a world of
increasing leisure...leisure to play golf, go boabing, go skiing,
and leisure to help those who need help and can profit by it.

You can be minimal good citizens--doing what the lau requires

-and little more, or you can become involved--if you want to save our

soclety and build g better society. There is a demand that you
become involved, The alternative is a continued drift to big govern-—
ment..,to bread and circuses,..yes, and to riots and bloodshed

fomented by those who've been promised much but have recelved very
little, :

: You have a very deflnite stake in what wel're attempting here
in Sacramento, Ve have proven, I believe, already, Jjust showing a
little light at the end of the tunnel, that government can employ
common sense and can employ business practices.

- Vetve proven that the people can participate in government and
can lend their abllities to the solution of the peoples! problems.
Vie've proven that the size and the power and the cost of government
can be reduced, Ve've brought hope across this land that government
of and by as well as for the people is still a practical possibility
and is still the basic American dream.

Chad ilcClellan, who I mentioned a short time apgo, has recelved
invitations from 20 Governors, Democrat and Republican, and he has
gone to those Governors and today there are 13 programs in 13 differ-
ent states started because of him, all similar to ours.

Ken Pryor, who was chalrman of the cltizens!' task force, 1s on
the same circuit at the invitation of other Governors. He has Just
returned from Maryland where they are now going to put a citizens'
?ask force to work in thelr state to bring about. the same
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No, we haven't totally accomplished all we intend to do or all
that we've tried to do., But welve made a start and we have reached
the point now where we cannot continue without your support.
Because from here on, to make the real reductions, we need changes
in the laws. Ve need the backing of the Legislabture to glve us
the flexibility.

If those who place theilr {faith in ever more powerful govern-
ment succeed as they are trying to succeed 1n stonping what we
have started here, then each one of us will have to ask, where,
i1f ever, do we think it can get such a2 start again as we have give.
it here in California, We must succeed, or I believe 1t is pro-
bably the last chance for that American dream. Thank you,



