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MORNING SESSION
Monday, September 13

GOVERNOR WARREN E. HEARNES: The Sixty-third National Governors'
Conference is now in session. In the absence of the Rt. Rev. Msgr. Tomas Maisonet.
Rafael Carrion, Jr., will give the invocation.

MR. CARRION: Almighty God, we humbly ask your blessing for each and
everyone of the participants in this Sixty-third National Governors' Conference
which is about to begin. We ask for indulgence, we ask for understanding, so that
proper deliberation may be given to the great questions that will be discussed in
this Conference and that the results may be the sum of the wisdom of each one of its
contributors, and that this Conference may be truly fruitful. We thank you. Lord.

GOVERNOR HEARNES: At this time I would like to present to the :\ational
Governors' Conference and to the audience which is here with us this morning. a
man I have had the privilege to know because of my being Governor of a State.
This man has distinguished himself as the Governor of Puerto Rico. Also he is held
in high esteem by all of his colleagues. I would like to present, at this time. for the
address of welcome, the Honorable ~uis A. Ferre, Governor of Puerto Rico.

GOVERNOR LUIS A. FERRE: Thank you, my dear friend. Let me first of
all make an apology. I am sorry that there has been some discrimination here
yesterday. You were all called Yankees and I understand that some of you object
to that title. I am sorry for that.

Puerto Rico, of course, is happy and indeed fortunate to welcome to our
island such a distinguished group of leaders as are assembled here today. We feel
we have been discovered all over again, but this time from the new world. This is
befitting Puerto Rico because we are a 450-year young, very vigorous area. The
National Governors' Conference is not a total stranger to Puerto Rico. Compared
with 1959, as my friends, Nelson Rockefeller and William Egan. can testify. Puerto
Rico in 1971 demonstrates that we have moved forward with great determination-
economically, politically, socially, and spiritually. What you witnessed in yesterday's
demonstration must be seen as still another expression of the political maturity of
the people of Puerto Rico, accentuated by tolerance, democratic belief in freedom
of expression and in freedom of action of the individual.

Puerto Ricans are Spanish in culture, but distinctly American in outlook and
in democratic behavior. As I have said before, we speak Spanish but we think
American. The Latin spirit and culture here is intertwined with the democratic
principles evolved over decades under the American flag. Modern Puerto Rico
is constantly and eagerly engulfed in the mainstream of United States politics.
We have been helping to nominate Presidents for years; now, once the people of



the island respond in a positive manner, and I hope they will do so. to the recom-
mendations of the special committee appointed by the President and myself. we
might even before long vote for the President and the Vice President of the United
States. Our participation was further advanced last year when the Congress
agreed to give our resident commissioner. our eyes and ears on Capitol H ill. the
right to vote in Committee meetings. Despite this so far limited involvement within
the broader framework of the United States political structure. we are grateful
for the consideration given to the matters of interest and significance to Puerto
Rico. At the same time. we aim to contribute to the welfare and advancement of
the whole of the United States - privileges must go with responsibilities.

We have. of course. special problems that require special attention. but we
are constantly aiming to resolve most of them with our own capabilities and our
efforts. A typical example of this is the impact on this island of the executive
branch's recent moves to freeze wages and prices. Of course we here in Puerto
Rico. too. find inf1ationary pressures a persistent concern and feel that the current
measures will assist in correcting the basic problems over the long run. However.
within the growth pattern of an aspiring Puerto Rico - and the island's economy
grew 10.7 percent last year. a real growth of 5.4 percent. second only to Japan and
Israel we do need for the time being special dispensation so that we can continue
to increase wages which are under the federal minimum. Our per capita income
reached S1.556 annually by June of this year. the highest in Latin America. but yet
it is way below the lowest of any State of the union. But since we are able to advance
this average by 9 percent a year. the possibilities to outgrow this consideration
before long are here so that we can also contribute in a fair measure with our
taxes to the Federal Treasury.

Puerto Rico does not want special treatment. It merely seeks equal consider-
ation. because we do not enjoy the equal treatment a State of the union receives
under the federal system which includes Puerto Rico. Puerto Rico. I should like
to emphasize. is not a stranger within the States of the union. Puerto Ricans.
American citizens all by their free choice, have become an active part of many
communities on the mainland, and have generally integrated themselves well in
furthering the principles and objectives of the Nation.

The Sixty-third National Governors' Conference. for the very reason that it
is held this year in Puerto Rico, is convened under the theme "Link of the Americas."
The significance of this objective is underscored by the fact that in 1971 we are
celebrating San Juan's 450th founding anniversary, an important event in the.
whole Hemisphere. In line with this approach of a "link" between the Hemispheres.
the Puerto Rican government has established a north-south center for better under-
standing between Latin Americans and the United States. Too long have the
principles of this Hemisphere drifted apart or reacted to one another with the
feeling of a one-sided relationship. We must be ready to establish a new approach
of reciprocity with mutual respect and understanding for the differences between
us and a sincere desire to pool together the intellectual and material resources of
our Hemisphere for their maximum development and a fair distribution. I hope
that the Tuesday morning session on the theme "What Direction the Western
Hemisphere')" may contribute to the furtherance of these goals.
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It is important to remember that there are two islands in the Caribbean which
are being watched by world public opinion rather closely. Cuba and Puerto Rico.
The system represented by each will likely determine the future of Latin America
and have a strong impact on the United States as well. Cuba. with Its Cornmurnst
emphasis and outlook; Puerto Rico. with its stress and conviction of American
democracy. It is vital to the United States. let me make this quite clear. to all of
the Americas. to enable the people of Puerto Rico to succeed. As in all demo-
cratic societies. we have in Puerto Rico different points of view and different
approaches to their solutions. We have growing pains and economic. social. and
environmental problems. as does any State of the union. But on one point the over-
whelming majority of the people of Puerto Rico are in accord. we want permanent
union with the United States of America and want to continue to enjoy our American
citizenship.

Do have a good and pleasant stay in Puerto Rico. You will have noticed I have
ordered very good weather for you. It was rather warm yesterday in many ways.
but I am sure it will soon get cooler. Thank you very much and please enjoy your
visit.

GOVERNOR HEARNES: Thank you. Governor Ferre. for your cordial wel-
come and for your remarks. I again would like to express at this time. on behalf
of all members of the Conference. the great esteem in which we all hold our good
friend. Luis Ferre. I also want to point out the tremendous debt of gratitude that
we owe to him and the Puerto Rico Host Committee and the people of Puerto Rico
for their cordial and unstinting hospitality. and, I might add, the best is still to come.
Again, Luis, muchas gracias.

It is now my honor and pleasure to present the Annual Report of the Chairman
and to speak on behalf of the Executive Committee and its stewardship during the
past year. These men who have served with me, Governors Anderson of Montana,
Cahill of New Jersey, Ferre of Puerto Rico, Holton of Virginia, Mandel of Mary-
land, Ray of Iowa, Scott of North Carolina and Williams of Arizona. all have
been dedicated in their attention to duty. We have met five times to transact our
business since the last annual meeting. It has been a busy year and this Executive
Committee has done its level best to guide the Conference on a steady course. I now
want to report to you on the progress we have made in 1970 and 1971 and I shall
be candid about matters where more progress is needed if the Governors and their
States are to play the role that they should.

Let me first describe the seminar held. under the auspices of the Executive
Committee. for newly elected Governors. You may recall Governor Love's report
last year about plans of the Executive Committee to conduct such a seminar as
soon as possible after the November elections. I am sure you will also remember
that the voters elected many new Governors. Thus, when the seminar convened
at Southern Pines, the attendance was substantial indeed. The basic faculty con-
sisted of Governors serving on the Executive Committee. We were fortunate in
having Dick Hughes of New Jersey. a former member of the Conference, as the
General Chairman. He was ably assisted by Jim Mitchell. a Senior Associate
at the Brookings Institution, and by a number of seasoned state officials and
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executive aides of Governors. I think a confession is good for the soul. I opposed
this originally. I didn't think that it would be helpful, but after it was over and
I talked to many of those who had just been elected and I talked to them after they
took office, they said it was a great help to them, that every participant was better
prepared for his present job by virtue of his attendance. As I understand it, in 1971
there will only be two gubernatorial elections, Kentucky and Mississippi, so that
it will not be feasible to hold such a seminar next November, but I do commend to
the newly elected Executive Committee the desirability of developing advance
arrangements to conduct a training seminar shortly following the 1972 elections.

The Fourth Winter Meeting of the National Governors' Conference was held
in Washington late in February. Fifty-two Governors were in attendance and I
believe that this particular meeting on federal-state relations was of considerable
value. We were honored at that meeting by the presence of both President Nixon
and Vice President Agnew. Several other Administration leaders aided us by
providing detailed explanations on new legislation initiated by the Nixon Adminis-
tration. Equal time was devoted to meetings on Capitol Hill between the Con-
ference's six standing committees and various Congressional committees. In ad-
dition, your Executive Committee and standing committee chairmen met in a
separate luncheon session with the Congressional leadership. This was an especially
fine discussion, and I certainly recommend that meetings of this nature - frank
and thorough discussion of the key issues with the Congressional leadership - be
repeated on a frequent basis. Indeed, I would hope that some plan can be developed
whereby all Governors, not just the Executive Committee and committee chairmen,
can have an opportunity to pursue the delicate problem of gubernatorial-congres-
sional relations with the legislative leadership in Washington. Also at the February
meeting we were privileged to be the guests of Secretary Rogers and to hear an
up-to-the-minute foreign affairs report at the Department of State.

As we consider the activities of the National Governors' Conference and its
continuing contribution to an improved federal system, it is appropriate that we
recognize the highly important role which has been assumed by the Conference's
six standing committees. I deeply appreciate the fine job performed this past
year by our excellent committee chairmen: Governor Calvin Rampton, Chairman
of the Committee on Executive Management and Fiscal Affairs; Governor Nelson
Rockefeller, Chairman of the Committee on Human Resources; Governor Russell
Peterson, Chairman of the Committee on Crime Reduction and Public Safety;
Governor Kenneth Curtis, Chairman of the Committee on Natural Resources and
Environmental Management; Governor Preston Smith, Chairman of the Committee
on Rural and Urban Development; and Governor Daniel Evans, Chairman of
the Committee on Transportation, Commerce and Technology. Outstanding com-
mittees, ably assisted by advisory task forces, have developed responsible positions
which deal with almost every important facet of public policy. The National
Governors' Conference has made good and proper use of its committee structure
in arriving at highly sophisticated systems of policy development. Our greatest
problem is to bridge that great gap between policy development and policy im-
plementation.

Perhaps in no other area are we as Governors confronted with a greater chal-
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lenge than in the area of state-federal relations. As your Chairman during the
past year, I have had the opportunity to view from a new perspective the role of the
Governors and their States in our evolving federal system. As a result of this
experience, I consider it imperative that we put aside old myths and confront the
realities of a changing pattern of state-federal relationships. Conceptually, President
Nixon has set forth a bold new program to revitalize the American system of
government. He has spoken eloquently about his concept of the "new federalism"
and the need to strengthen the position and power of the States. President Johnson
before him urged commitment to a "creative federalism" to achieve the same ends.

Unfortunately, some members of Congress and, to some extent, the federal
bureaucracy, have shown an unwillingness to forge a new partnership between
the federal government, the States, and their localities, as proposed by the President.
Instead of a new federalism, we are witnessing an accelerating and adverse alteration
of existing intergovernmental relationships in this country. Congress has shown
itself to be insensitive to the role that must be played by the States in preserving
a strong federal system of government. In program after program, Congress has
acted so as to alter the vital balance between federal, state, and local governments.

We are confronted with proposals for revenue-sharing which would bypass
States and establish a new system of city-states. Such a system would create an
irreconcilable division between States and their local units of government and
destroy the ability of the States to exercise a coordinating role in problem-solving.
Legislation has been proposed which would ignore the necessary role of States
in planning for the transportation needs of their urban centers, as well as their
rural areas. Such laws cannot work in the best interest of all the people. States
have not been given adequate, meaningful participation in helping to cope with the
employment needs and problems addressed by the Emergency Employment Act
of 1971. Yet those very problems arise in part from the lack of broad-range planning
only States can do. States have been denied a proper role in planning and coordi-
nating such undertakings of areawide significance as the Airport/ Airways Develop-
ment Act of 1970.

In the field of health and welfare services, legislation has been proposed
which reduces States to the level of any public or nonprofit organization in their
relation to the federal government. Currently proposed child development legis-
lation is a case in point. There is a total lack of recognition of the necessary parts
States must play if such programs are to get help to the individuals who need it.
In the area of law enforcement, where the Crime Control Act offers the single
example of a block grant - and this is an example of where it has worked - there
is continuing resistance to allowing the States a reasonable opportunity to prove
the benefits of their broad perspective and searching review of the total criminal
justice system. Education legislation has been proposed to allocate funds directly
to school districts. Housing and urban development programs divide large cities
from the small with different relationships to each, thereby frustrating efforts of
States to establish coherent patterns of development.

I would not want to leave the impression that we have been without success
in our efforts before the Congress. We can point with satisfaction to a number
of positive developments such as the "hold harmless" provision in the House-
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passed welfare reform bill; the preservation of regional development organizations,
such as the Appalachian Regional Commission; and the final eligibility of state
housing agencies for federal housing funds. However, we cannot escape the fact
that the over-all trend is toward further centralization of power in Washington.
I am convinced that many of our elected representatives in Washington have become
insulated from the problems of state and local government. There are powerful
individuals in the Congress and in the federal bureaucracy whose vision of state
government was formed decades ago. While constructive change has swept state
government in recent years, the views of these individuals have remained the same.
Congress has shown an increasing disposition to elevate subordinate levels of
government created by the States to a position of power over them. Let me speak
plainly, such an effort is destructive of our federal system of government.

To those who have already written state government out of our federal system,
I say they have dangerously misjudged our determination to remain strong and
viable in the best interests of our citizens. To those who advocate the need for more
and more power and control flowing to Washington, I say they are badly out of
step with the growing wave of citizen sentiment that government close to the people
must be strengthened. To those who would join us in our efforts to hammer out
a balanced federal system, I say that the time is now. We have a battle on our
hands. Powerful forces are at work in our society to divert the attention of our
citizens to Washington and to international problems and away from state capitals.
At stake is a federal system of government which has allowed this country to grow
and prosper.

It is time for the Governors to roll up their sleeves and set about restoring a
balance to our federal system. I do not ask for this new commitment lightly. As
a Governor, I know the myriad problems faced within our own States. But unless
we direct our collective attention beyond our own borders to Congressional develop-
ments which affect the States, our jurisdiction will be eroded by default. Just as
it is often necessary to bring about a mid-course correction in the flight of our
space vehicles traveling to the moon, it is now imperative that the States bring
about a mid-course correction in the direction of our federal system. Let us not
forget that it was the sovereign States which created our union. It is time that the
States once more take upon themselves the responsibility to reshape our govern-
mental institutions so that they can serve the best interests of all of our citizens.
Governors and other governmental leaders must strengthen the voice of state
government, not only in Washington but also among the people of the Nation, to
demonstrate what has been accomplished and what is to be achieved in the future.

We need a new beginning to the "new federalism." Governors, as the chief
executives of the States, can best serve as the catalysts for such movement. The
National Governors' Conference, as a collective voice of the States and Territories,
must seek new ways to articulate their concerns, fine answers to problems, and
suggest alternatives for action. We must strengthen and, where appropriate, expand
the activities of the National Governors' Conference. We must find ways to develop,
promulgate, and implement policy positions on an ad hoc basis to address specific
issues raised by current legislative proposals and, very importantly, administrative
regulations. Governors, assisted by the Conference's Washington staff, must assume
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individual responsibility for regular consultation with federal agencies and the
Congress on all intergovernmental issues. By such individual efforts, the National
Governors' Conference can become stronger and can make a measurable contri-
bution to maintaining the critical position of the States within the federal system.
Thank you very much.

I would like to explain now that you have before you the Rules of Procedure,
as proposed by the Executive Committee. These rules are identical to those adopted
last year, and a motion to adopt or amend the rules is in order. Either motion
requires a simple majority to prevail. However, after the adoption this morning,
it would require a three-fourths vote to amend or suspend. Do I hear a motion
pertaining to the Rules of Procedure? The Governor from North Carolina.

GOVERNOR ROBERT W. SCOTT: Mr. Chairman, I move that the rules
adopted at the 1970 Conference be adopted as the rules for this Conference.

GOVERNOR HEARNES: You have heard the motion. Is there a second?
The Governor from Iowa.

GOVERNOR ROBERT D. RAY: I'd like to second that motion, Mr.
Chairman.

GOVERNOR HEARNES: Is there any discussion? Hearing no discussion,
are you ready for the question?

GOVERNOR FERRE: Question.
GOVERNOR HEARNES: The ayes have it and the motion has carried.

I would like to point out at this time that all reports and proposed policy statements
from the standing committees will be offered on Wednesday morning in accordance
with the practice we established last year. Any policy statement or resolution
offered by an individual Governor through suspension of the rules should:

(a) Be reproduced for distribution to all Governors;
(b) Be announced and distributed either today, which is Monday, or tomorrow,

Tuesday; and, lastly,
(c) Be called up for consideration at the final session on Wednesday morning.
I want to handle the introductions of our guest speakers today in a little differ-

ent manner, especially those who are in the public light. To go through the bio-
graphy, note all the clubs and organizations that each belongs to, would be an insult
to the intelligence of all the Governors who are present here this morning. So my
introductions will be short, but I hope they will be sufficient.

Our first speaker is a little more difficult for me to introduce in that he is a
member of the Republican Party and I am a Democrat. He is a member of the
House of Representatives and I have never been a member of that body, but suffice
it to say that, if I were a member of that body and a member of his party. this would
be my type of a leader. I would like to present to you at this time the Minority
Floor Leader of the House of Representatives, the Congressman from the Fifth
District of Michigan, the Honorable Gerald Ford.

CONGRESSMAN GERALD R. FORD: Governor Hearnes, Governor Ferre,
distinguished Governors and guests: It is a great privilege and a very high honor
to have the opportunity of participating in your deliberations here in San Juan.
I am especially pleased to see four of my former colleagues in the House of Repre-
sentatives among your distinguished group. Let me say that they were fine members
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of the House of Representatives and they are missed in the Congress, but 1 believe
that their presence in your midst will be beneficial to all of you. We welcome
them back to the House as visitors or otherwise at any time.

First let me express my gratitude to your Chairman, Governor Hearnes, and
to our host, Governor Ferre, for inviting me to be here with you this morning and
for the warm hospitality I have received. 1 think there is something extra significant
about this Conference, being chaired by the Governor of the "Show Me" State
and held in this beautiful Commonwealth which has, indeed, shown all of us what
government close to the people can do, I concede with some help from Washington,
but also with enough freedom to tackle its own problems in its own way. This is
the genius of our federal system and it is the element which the Nixon Administration
seeks to restore and reinforce in its major reforms.

Governor Hearnes, I was particularly pleased to note your remarks about the
luncheon that we in the leadership in the Congress had with a delegation of Gover-
nors last winter. This was the beginning, I hope, of an expanded relationship between
the leadership in the Congress and representatives from the Governors' group. I
think we can make significant progress in improving those relations and, as a result,
in my judgment, we can come closer to solving some of the problems that plague us,
as well as plague you. I trust that in the months and years ahead these relations,
these meetings, can be expanded.

It is a pleasure to share the platform with my good friend, the Senator from
Louisiana, Russell Long. As Chairman of the Senate Finance Committee he
enjoys a well-earned reputation on Capitol Hill for his expertise on the legislation
we are to discuss this morning. He, together with Chairman Wilbur Mills of the
House Ways and Means Committee, holds one of the keys to its fate in this Con-
gress. 1 am as anxious as you are to hear Senator Long's prognosis on the welfare
reform bill we have sent to the Senate and on the various health insurance bills
pending in his Committee, both the Administration package and the Kennedy
plan to which, I am told, the distinguished Governor of California has given the
inspired short title of "Teddy Care."

"New Directions in Health and Welfare" is rather a big order for a few minutes'
summary, but we can all start from the premise that something new and different
is desperately needed in both of these departments of domestic concern. The mere
pumping of more and more tax dollars into welfare and health and the erecting of
an ever-expanding federal bureaucracy has not solved either problem; it has com-
plicated them. Clearly, it is time to take a brand new look. Let me begin with
welfare reform. I don't need to waste time, talking to 50 Governors, on the
dimensions of the welfare dilemma, which has divided Americans into three eco-
nomic groups: The haves, the have nots, and the have some of yours. On the
magnitude of this problem, I noticed an interesting item in the newspapers in
Washington, D.C., over the past weekend. As you know, the one area where
we in the Congress rather directly have a responsibility is in the District of Columbia,
and according to these news reports, in the last 12 months the welfare load in
the District of Columbia has gone up 52 percent. Today, approximately 12 percent
of the residents of the District of Columbia are actually on welfare. This is an
unbelievable figure and one, of course, that must be changed.
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Nothing this Administration has proposed in the domestic field has stirred
more controversy then welfare reform and the family assistance provisions that
are at the very heart of it. Nor does this controversy break neatly along conventional
party lines. I sometimes think that a program can't be all bad when the far right
assails it as too much and the far left attacks it as too little. Evidently the House
of Representatives agreed when, on June 22, we passed the bill, H.R. I, by a vote
of 288 to 132. Over a year ago we passed a reasonably similar bill by approximately
the same margin. This bill is a combination of welfare reform, on the one hand,
and Social Security amendments, on the other. Its welfare reform titles are, in my
judgment, a considerable improvement over those the House passed in the previous
Congress, which died in the Senate, as you know. The President hailed H.R. I as
a classic example of cooperation and compromise between the executive and the
legislative branches. Senator Long can tell us what lies in store for it in the Senate,
but of one thing I am certain and positive, the President certainly has not lost
interest in welfare reform. The vast majority of Americans feel the same way.
There must be some drastic change in our national welfare program.

During his August 15th address to the Nation announcing the wage-price
freeze and other emergency economic measures, President Nixon said he would
ask the Congress to postpone the effective dates of his welfare and revenue-sharing
proposals. Many listeners mistakenly concluded he was putting these reforms on
the back burner, so to speak, for the duration of the economic crisis. But the
fact is the President was merely recognizing legislative realities. Were the Congress
to quickly approve his general revenue-sharing plan as now written, it would have
started on October 1,1971. Obviously this is impossible. He now asks that the date
be deferred to January I, 1972. Let me say this. Prior to the August recess, in my
judgment, we were on the brink of achieving a reasonable compromise out of the
Committee on Ways and Means for general revenue-sharing. Now let me add this,
if I might. Once the President's tax reduction proposals are through the House
and the Senate, I believe that all of us who genuinely believe in revenue-sharing
should again mount the kind of cooperative effort that we made before to see if
we can't achieve the kind of revenue-sharing that can pass the Congress. I believe
it can be done and I believe it must be done if we are to maintain the strong state-
federal government relationships that are so essential for the future.

Most of the welfare reform provisions of H.R. I as it passed the House would
take effect next July I, and the President now suggests this be postponed to July
I, 1973. Coming before the joint session of Congress when we reconvened last
week after a four-week recess, the President reaffirmed his hope that prompt and
affirmative action will be taken in this session. He stressed those words and repeated
them three times, on the proposition of executive reorganization, revenue-sharing,
and welfare reform. I hope the Congress will respond, and you, gentlemen, can
help by continuing to urge your Representatives and your Senators in your respec-
tive state delegations to support these measures which offer the only visible hope
of relief for hard-pressed state and local governments and particularly the over-
burdened payers of the property taxes.

I noticed in a New York newspaper which, parenthetically, is no longer per-
mitted in the Pentagon, a survey showing that so far in 1971 at least 19 States
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have made sharp reductions in their welfare programs, and almost all are con-
sidering changes. This reaction clearly is a reflection of public demand. This
struck me as clear proof that welfare reform can no longer wait; it is not merely
an idea whose time has come, but one whose time is long overdue, and if the federal
government dawdles, the States will act individually. Then we still have 50 dif-
ferent welfare programs, as we tend to have at the present time. We will still have a
monumental political headache that will haunt all elected office holders, Democrats
and Republicans alike, in 1972 and beyond.

i say the present welfare system is beyond repair and must be replaced. We
must have a system that helps those in need to the extent they can and will help
themselves, which fosters independence rather than dependence and family respon-
sibility rather than irresponsibility, that in the long run tends to make taxpayers
out of taxeaters. There is really no choice between H.R. I and a variety of acceptable
alternatives; for practical purposes there is only the choice between doing nothing
and doing something. The House of Representatives has now done something
twice and the rest is now up to the United States Senate.

Turning now to the question of health, in discussing the legislative picture with
respect to new directions in health care for Americans, 1 am afraid we cannot
escape politics this year or next. It is a highly emotional as well as a highly technical
issue that touches the life-and-death concerns of every citizen. As we have learned
from Medicare and Medicaid, there are definite limits to what can be done by
legislation or by appropriation. Still, health care is high on the agenda in every
State, and there are literally dozens of bills before Congress dealing in one way
or another with new forms of national health insurance. Fundamentally, they
fall into two patterns. those which would have the federal government take over
virtually all responsibility for the provision of health services and paying for them,
and those which would build upon the best of the present system of private in-
surance with expanded coverage and benefits financed through federal subsidies.
Time prevents even a brief description of all the health plans so 1 will concentrate
on the Administration's. It differs from all the others in that it is a comprehensive,
long-range package addressed to the total problem.

So far, only one of the three component bills in the President's health program
which was sent to Congress last year has passed the House. This was the least
controversial one dealing with medical education and manpower and was, in
effect, an extension and intensification of existing law to stimulate the training
of more doctors, dentists. nurses, and other medical personnel. 1 would anticipate
its final approval in this session, but the other parts of the package, the National
Health Insurance Partnership and the Health Maintenance Organizations proposals,
face a longer and rougher road and probably will not be resolved before 1972.
Before discussing these proposals further, I would like to mention briefly two of the
other leading proposals. One is the Health Security Act, known as the Kennedy
bill. The other is Medicredit, a plan endorsed by the American Medical Association.

The Health Security Act would cover the health costs of all persons, poor as
well as rich. It would be financed by additional Social Security taxes and federal
revenues from the general fund. The costs of the program are staggering, increasing
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the federal taxes for health for the average household threefold. Regardless of
cost, we do not need a nationalized system. Private health insurance is providing
some benefits to four out of five Americans. Those gaps that remain in coverage
can be filled by limited expansion of federal programs and by mandating the exten-
sion of private coverage. The private health insurance industry has made impressive
gains during the last 20 years. Let's not destroy the industry which has expertise
as well as experience. You Governors well know that the needs and interests of
Delaware are not identical with those of California; the problems of Michigan
are different from those of Arkansas. Pluralism and diversity are characteristic
of the Nation. Senator Kennedy's Health Security Act works in an opposite
direction.

In contrast to the Health Security Act, which goes too far In changing our
present health care system, Medicredit does not do nearly enough. It would provide
tax credits against individual income taxes to offset the premium cost of qualified
private health insurance policies. The federal government under Medicredit would
provide vouchers to enable poor and near-poor persons to purchase insurance.
This could be called a medical version of a food stamp program, and the abuses
in that program, I think, would lead us to take a stop, look and listen attitude at
this time. Besides the higher cost of Medicredit in relation to the Administration's
proposal, there are several weaknesses in the program. It is solely a financing
mechanism for medical care. Thus, it would pump money into health care without
reforming the organization and delivery of services. Our experience with Medicare
has shown that increasing the demand for services while not improving the effi-
ciency and economy of delivery only leads to higher and higher health costs. In
addition, this proposal would encourage the growth of individual insurance policies.
This is the most expensive and inefficient type of private health insurance with
the highest administrative costs and retentions. Both from the point of view of
risk-sharing and of compatibility with the current system, our incentives should
be aimed at expanding group health insurance. There are also other difficulties
with using the income tax as a basis for equitably determining a subsidy, since wage
or salaried income and other forms of income are treated differently under certain
tax provisions.

I believe that President Nixon's proposed National Health Insurance Partner-
ship Act is a better health insurance plan than either of these proposals. Unlike
Medicredit, it would make necessary changes in the delivery system, would increase
manpower and facilities, and would redistribute medical resources. Unlike the
Health Security Act, it would maintain the best features of our present system.
Two key provisions of this Partnership Act are the National Health Insurance
Standards and the Family Health Insurance Plan. Together these two programs
will best meet the health insurance needs of the American people. Under the
National Health Insurance Standards Act, almost all employers would be required
to provide a basic health insurance policy for all of their employees and their
dependents. Special group plans developed by insurance carriers would be offered
to small employers. For those persons who are self-employed or who are not
covered by an employer plan, group plans would be developed through private
insurance pools. Both hospital inpatient and outpatient care are included among
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the required benefits. Physicians' services, both inside and outside of the hospital.
laboratory and X-ray services, maternity care, family planning, vision care for
children and preventive care would also be covered.

Benefits under the plan would be financed through premiums paid by em-
ployers and their employees. For the first two years the employee would have to
pay up to 35 percent of the premium. After this, he would be required to pay no
more than 25 percent of the total cost. One of the most attractive features of the
bill is its protection against the cost of catastrophic illness. All of us know tragic
stories of families who have been forced into poverty because of the medical ex-
penses of a long, long illness. To help prevent such financial disaster, the insurance
plans would be required to include catastrophic illness protection of at least $50,000.

The President's plan recognizes that not all families would be eligible for
coverage under the National Health Insurance Standards Act, where, for example,
the head of a family is unemployed or intermittently employed. Such families,
estimated to be about three million in number, would be eligible for protection
under the Family Health Insurance Plan. Benefits under this program generally
would include hospital care, emergency care, physicians' services, maternity care,
family planning, and preventive services. It would be financed from federal revenues
and premiums from the families which are scaled to income. Families with incomes
under $3,000 would not pay for premiums, deductibles, or coinsurance. This
plan would cost less in federal funds than Medicredit or the National Health In-
surance Standards Act. The Family Health Insurance Plan will cost the federal
government about $ 1.2 billion over the projected Medicaid expenditures for families
with dependent children.

I will mention, because of the time problem, only one of the President's pro-
posals for reforming the health care system. We are all aware of the advantages
of health maintenance organizations (HMOs). These organized systems of health
care provide comprehensive services to their enrolled members for a fixed prepaid
fee. Studies have shown that enrollees in these organizations receive excellent
care at lower cost than patients going to doctors using the traditional fee-for-service
method of payment. In addition, the patient does not have to travel through a
maze of separate services and practitioners; he can receive all of his needed services
through one single organization. To support HMOs, as they are called, the President
has asked for planning grants to help establish new health maintenance organizations
in medically underdeveloped areas. The President has also proposed a program of
federal loan guarantees to stimulate private financing during the first year of the
program. Finally, the President has recommended an HMO option to be included
in Medicare, the Family Health Insurance Plan, and in health insurance plans
covered by the National Health Insurance Standards Act. In summary, new direc-
tions are definitely needed in health and welfare, and President Nixon has charted
new courses in both areas.

GOVERNOR HEARNES: Ladies and Gentlemen, the Vice President of the
United States. (The Vice President entered the hall and was seated.)

CONGRESSMAN FORD: Mr. Vice President. The President's proposals
will be modified and, I hope, improved by the Congress, and this, of course, as
those of us who serve in the legislative branch know, is both proper and responsible.
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But the main message I want to leave with you is to urge Congress to act on these
important measures. True, we have a Republican Administration and a Democratic-
controlled Congress, just as many of you have Legislatures dominated by the other
party, but there is no excuse in this situation for paralysis of the political process.
There will be little comfort for any of us in next year's election if we have failed
to come to grips with the most pressing problems of our people. Thank you very
much.

GOVERNOR HEARNES: Before I present our next speaker, I would like to
present the very gracious wife of the Vice President, Mrs. Agnew.

Gentlemen, the format calls for cooperation from you in that both Congress-
man Ford and our next speaker have agreed to receive your questions either on
content of their speech or any other question which you may like to direct toward
them. Congressman Ford, of course, has finished his speech and, therefore, on
the questions that you have for him, if you will make some notes until our next
speaker is finished, then both of them will be open for questions.

As I look back over my seven years as Governor, and I know it will be the same
when I finish, one of the high points of that service has been in being able to know
our next speaker, having the opportunity to meet with him, talking with him
about problems, not only those over which his Committee has jurisdiction but
any other problem for which we have a mutual concern. No other person either in
the Senate or the House could be more gracious to the Governors when they testify
before his Committee then our next speaker, but he is the same man whether you
are having a cup of coffee with him in the Roosevelt Hotel in New Orleans or
testifying before his Committee in Washington, D.C. I would like to present at
this time the distinguished Senator from the State of Louisiana, Russell Long.

SENATOR RUSSELL B. LONG: Governor Warren Hearnes, thank you
very much for those kind words. It has been a pleasure to work with you and
members of your various committees that you have appointed to come to Wash-
ington to explain the problems of state government. I am pleased to be on your pro-
gram and share this platform with Gerald Ford who is one of the great leaders of
all time in the House of Representatives. I am also extremely happy that the Vice
President of the United States, The Honorable Spiro Agnew, entered the room
while this program was going on so he can hear what I would like to say with regard
to him. I am one of his admirers in that he is one of those men who has had the
courage to stand up for those things which made this Nation great, even in areas
and at times when it wasn't popular. I am not a Republican and I don't have
much influence with the Republicans in that convention; none, I suppose; but
if I had a vote in that national convention, Mr. Vice President, I would be voting
for you to continue where you are.

Gentlemen, this is something of a new role to me to be in the position of
advocating what would appear to be a conservative, and by the likes of a similar
eastern press, even a reactionary role with regard to the family assistance plan.

When I first came to Washington, even before I was a United States Senator,
I was working on what at that time was the most liberal welfare plan in the United
States, the Louisiana Plan. It had more recipients than anybody. We even tried
in Louisiana to qualify 200 percent of our aged people for our old age assistance,
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for example. I had those credentials when I ran for office. I think in many respects
I still have them. Many times I have been the one leading the charge to pay more
money for welfare all along the line.

So much has been the case, when John Kennedy was President, he used to
refer to me in a friendly fashion as "Grandma Jones" because I was always offering
an amendment to provide more money for the old age assistance, saying, "Well,
you have done more for the federal employees, you have raised your own salary,
what have you done for Grandma Jones? Now, if you vote for my amendment,
you can say you put ten more dollars in her salary check."

It is a new role for me to be pictured as an arch reactionary opposing some-
thing that appears to be designed to help the needy and the poor. Frankly, I am
proud of all we have done to help the aged, the disabled, and the blind. and I
applaud everybody for his good intentions with regard to what we have done to try
to help the families with dependent children.

I think that you ought to know that last year's bill, which we passed through
the Senate by a vote of 81 to 0, would have set a minimum income of $130 a month
for the aged people on your welfare programs and for the disabled and the blind,
with a $200 minimum for a couple. With the fiscal relief provisions in the bill.
all the State had to do was put up 90 percent of what you had put up in 1970 and the
federal government would pay all the rest of it. I am sorry that that didn't become
law. The House would not go to conference with us on that bill. The bill would
have provided almost $7 billion of additional Social Security benefits, welfare
benefits and state fiscal relief - provisions which we were not able to persuade
the House to even consider.

I think they wanted to hold the Social Security benefit increase hostage to
vote through the Family Assistance Plan which, on the first occasion it was voted
on in the Senate Finance Committee, didn't muster a single Republican vote
out of the seven there, and only one Democrat, and he later said he would not
have voted for it if he had to vote again. So, obviously, this is a highly controversial
measure, one requiring time to be resolved.

Now, last year's bill also provided something that ought to interest you Gov-
ernors because we are going to pass it through the Senate again, in my judgment.
We have been trying to provide more adequately for family planning. We provide
75 percent federal matching today. The States did not do nearly as much as we
hoped they would do there in that area, so we proposed that the federal government
pay 100 percent of the cost. I believe we will have the votes to pass it that same
way again through the Senate.

Dr. Beasley in New Orleans, Louisiana, is making tremendous headway in
helping these mothers to take better care of their children and also to teach them
about family planning. This has led to a substantial reduction in illegitimacy in
the area he has worked in, which, of course, is one of the main aspects of the welfare
problem. If you will take a look at what he is doing now, I think you will find it
advantageous to take advantage of this 100 percent federal funds that we propose
to provide for family planning. That, of course, would free some funds that you
are presently putting into it.

Funds the Congress has made available for day care, unfortunately, have

14



gone unused. We provided, for example, $58 million in 1970, and the States only
used $18 million. We provided $38 million in 1971; of that the States only used
$26 million. So we are proposing this time. as we proposed in the bill that we
passed 81 to 0, to provide 90 percent federal matching instead of 75 percent, which
means that one state dollar would earn nine federal dollars instead of three federal
dollars, and I hope that you will take full advantage of that because this is where one
of the great prospects lies in providing an opportunity for working mothers to help
provide additional income to their families by taking employment opportunities
that are available to them.

I want to talk now a little bit about the welfare mess, because if we are going
to have welfare reform it ought to do something about the welfare mess other than
just put more people on the rolls and pay more money to them. I regret to say that
the Family Assistance Plan that was proposed to us in the Senate last year, which
on the first vote didn't muster a single Republican vote and only one Democratic
vote, did not propose to take a single person off those welfare rolls. Now, if you
want to go among the people who live right next door to those on welfare, you
will find they are very dissatisfied with the present welfare program, in fact, out-
raged about it. That is where it is the most unpopular, among the people who live
right next door, and I say that as one who knows what it is to live next door to
welfare clients. I lived in a welfare area. At one time my next door neighbors
were 100 percent welfare clients, so I think I understand something about why
people complain about it.

N ow, let's take a case of a family drawing high payments. Xew York has
high payments. Let's say you had a mother with three children in New York draw-
ing $5,600 worth of benefits by the time you add public housing, food stamps,
Medicaid and other increments to the cash welfare payment. You will have cases
where that women spends every night in the same bedroom with a man who is
making $7,000. Those three children will look just exactly like that father, although
he is not married to that mother. That is a combined family income of $12,600.

Now, let's assume for the sake of argument that right across the hall is another
family where the father is married to the mother. The father here is making the
same amount as the other man; he is making $7,000 a year. His family on $7,000
income has not available one penny of federal welfare or state welfare money;
they aren't eligible. They are paying taxes to help provide the $5,600 for the other
family. Now, that $5,600 for that family living next door here can be regarded
as a subsidy for not getting married. It is a bonus for not having legitimate children.
It is an incentive for that mother to teach those children to bend the rules to their
advantage from the day they are old enough to learn, to teach them that that is
your father but don't tell anybody, if you do we might lose our welfare payments.

About three million of the persons receiving welfare today are in families
where the father is not married to the mother. Now, if you were the grandfather
of that child, you would pay the expense of hiring the lawyer, suing that man,
having him declared to be the father and then proceeding to garnishee his wages
to pay something to support that family. That's what you or I would do. But
there is very little hazard for these runaway fathers to be apprehended and forced
to pay anything. It might even be more difficult to find them guilty in a court
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nowadays because a jury would tend to feel that, if the father doesn't pay to support
his family, welfare will. That is part of the welfare mess.

If H.R. I did something about that, I would feel more attracted to it. Un-
fortunately, it doesn't do anything about it, and until we start unraveling, untangling,
and disposing of this welfare mess, I, for one, am not willing to pour more money
into it.

Let us now look at how the situation got as bad as it is. In the first place,
the government hired a bunch of poverty lawyers. I thought we were paying those
lawyers to go sue the father to get some money for the children. Instead they set
out suing the States to do things that we never intended to make the States do,
and even suing the federal government itself to make the federal government do
things that we didn't think the federal government should do. You talk about
the height of idiocy; did you ever hear of hiring a lawyer to sue yourself? That's
what we did.

And among the great victories of these lawyers was that they succeeded in
striking down the man-in-the-house rule. I know what that meant in Louisiana.
Our State said that if that man-in-the-house rule was stricken down, it would
mean that we would almost double our welfare rolls with cases that the State's
administrator didn't think belonged on those rolls, and when it was stricken down
the only thing Louisiana could do would be to double the rolls, spread the money
more thinly and say that we will only pay 50 percent of need hereafter because
we don't have any money to pay any more than that. So what we did was just
take the undeserving on the rolls with the deserving and spread the money twice
as thin as it was before.

Let's look at some of the myths involved here. On the "Meet the Press" pro-
gram yesterday you heard one of those reporters ask, "Is it not true that only
I percent of these people on the aid to families with dependent children program
can be regarded as available for work?" I percent. Obviously, we don't expect
an infant child to go to work, but how about that mother? One-quarter of those
families are one-child families. Why can't that mother put that child in a day-care
center or find somebody to look after the child and go to work? Furthermore, 95 per-
cent of those children have fathers somewhere. I don't know of any of them who got
here by immaculate conception; and, if he did, he can take care of himself.

I don't doubt that most of those fathers are working at jobs. We ought to
be trying to make those fathers provide support for those children.

One of the big oversights in the existing program must be corrected in any
legislation I would call "welfare reform." While we have been providing for the
taxpayers to pick up the tab every time a man walks off and leaves his family,
we have provided precious little to help the State or anybody else sue that fellow,
bring him back here, and make him contribute to the support of those children.
If I had my say, the bill that we will pass is going to provide money for every district
attorney in the entire United States to hire himself some additional lawyers in his
firm or in his district office to start suing some of these people; and we are going
to make the tax collector give us some help.

The tax collector would like to pretend that he works for the government to
collect taxes only and at that point his responsibility ends. He would rather not
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be bothered with telling us where these fathers are when those withholding taxes
come in that report these Social Security numbers. We are going to vote a bill
through the Senate Committee on Finance that says that the Internal Revenue
Service will have to tell us every time they run across that Social Security number
of this father we are looking for so we can go out and sue him, garnishee his check,
and make him contribute something toward his own children.

Let's talk about Myth Number Two. They say in the Department of Health,
Education, and Welfare that less than I percent of the AFDC caseload represents
detectable fraud. Robert Byrd, the Senator from West Virginia, some years ago
investigated welfare in the District of Columbia where they had a man-in-the-
house rule. He found that 59 percent of the people on those rolls in Washington,
D.C., were not eligible, and that half the rest of them were being overpaid. The
Senate backed him up on that, even against the assault of a liberal press.

Recently you had an investigation that said 22 percent of the AFDC recipients
in Nevada were not eligible and many others were being paid more than they were
entitled to.

The logical thing to do is to bear down on these rolls, take these people off
who don't belong there, find some of these fathers who can contribute and make
them do so, and provide day care for those mothers so they can do more to help
their families.

The reason that there is so little so-called detectable fraud is that the Depart-
ment of Health, Education, and Welfare, the corps of poverty lawyers and the
Supreme Court have so loaded the rolls with people who we never intended to be
there that they have legalized fraud in the conventional sense with regard to about
one-third or more of our welfare rolls. If a man is living right in the same house
with the mother and yet they receive welfare as though he wasn't there, is that
not fraud? Nobody knows who the father of those children is except the father
and the mother and both of them are there to testify that he is not the father of those
children even though they look exactly like him.

What does H.R. I do to improve that situation? It provides $2,400 in cash
for a family of four, plus Medicaid, which works out to about $2,700 or more
if that father earning $7,000 does not admit that those are his children. If he admits
it, the family gets nothing. There is the same advantage to the mother not to admit
that those are the father's children, because if they admit it they have less family
income then they have if they don't admit it, so you have the same built-in problems
under H.R. I that you have with the existing program.

The only thing about it that you can call reform is that it doubles the number
of people on welfare and doubles the cost of welfare to the taxpayers.

What should be done about it?
As I see it, the first thing you do is to sue the father for support, provide day

care, provide better family planning. Further than that, we ought to make work
more attractive than welfare. Here is how I would suggest it could be done. If
people are working at low-paying jobs, for example, suppose a man is only making
$1.20 an hour, I would suggest that we have something in the line of an earned
income supplement to add about 40 cents an hour, so as to bring that earning to
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about $1.60. This would be in lieu of welfare <- this family would not be eligible
for federal welfare.

Furthermore, we ought to provide a deduction for domestic help. There
are three and a half million families in this country today who can't hire domestic
help. They want to hire them; they can't get them. For the most part, it is not
that they can't afford them, they just can't get the people to come to work at those
jobs. If we made the wages deductible, they could pay anywhere from 30 to 50
percent more to hire domestic help. I would suggest that we make it a condition
'if you already have domestic help that you have to pay at least 30 percent more and,
perhaps, at least 40 percent more than you are presently paying in order to claim that
deduction. If you don't have domestic help and you want to hire some, that would
raise the level of what you would have to pay.

The purpose here is not to help the employer, nor even the three and a half
million families who would like to hire help. The purpose is to raise the income
of those who work at low-paying jobs. I think we are going to vote through a
considerable part of what the President wants to provide new jobs, and we will
be providing a lot of new jobs for people making $20,000 to $40,000 a year. I would
like to provide new jobs, and more of them, for these low-income people who don't
have the skills to take these $20,000 jobs but who ought to be working at something
to help pay their own way.

Having done these things, we ought to also provide at least 200,000 jobs,
as the House bill provides, to put people to work in the public service areas, and
I would hope that we would make additional employees available to the States,
the counties, and the municipalities to help provide needed public services.

With all of this, we should greatly reduce the number of people on the welfare
instead of doubling it. Then we ought to provide far more liberal benefits for those
families who have disabled fathers, who have a father in prison or where the father
is dead.

For the remainder, as I say, the program should be that of trying to make
work more attractive and welfare somewhat less attractive. It is an easy answer
for the expansionists in the Department of Health, Education, and Welfare to sit
in that ivory tower there and say they are going to eliminate poverty. Let me tell
you how they do it in their mind. They say, "How many people do we have who
are poor and how much money do they have? Well, now, how much additional
income would it take to take them out of poverty?" Well, they have raised their
poverty definition to the point that a person is regarded as being in poverty virtually
up to the point that he starts paying the federal government an income tax. So
what do they do? They say, "Well, you have this many people, all you need is this
much money, which would be about $17 billion so if we spread $17 billion evenly
among the people, we will have taken everybody in the country out of poverty
by spending more money." That would cost you billions of dollars more than we
are paying out now.

It sounds like an easy answer. Senator Harris wants to take everybody out
of poverty tomorrow. That is his amendment. Senator Ribicoff wants five years
to take everybody out of poverty by his amendments. I have news for them. If
they succeed in passing (hose amendments to pay billions of additional dollars
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to put 35 million people on the welfare and take everybody out of poverty, five
years from now we will have more people on poverty than we do now because
they will redefine poverty so some other politician can take those same people
out of poverty by raising the definition of poverty from $3,900 to $6,500.

That is what the National Welfare Rights Organization is clamoring for
right now. That would place 112 million people on welfare, and it would cost
$72 billion a year. Don't think that is out of the question, because once you get
the $2,400 guarantee for not working, then it is easy enough to say that that is
not enough, they are still in poverty. When the Administration proposed this
program, they were apologizing for the $2,400, saying that they would like to make
it enough to take everybody out of poverty, but the government didn't have this
much money for the time being.

So, when you get the $2,400 how could anyone in conscience refuse to make
it $3,900, if you buy the argument that that takes them out of poverty? That then
gives you 35 million people on welfare. When you have that many people asking
but one question on election day, "How did this fellow vote on our welfare increase?"
how over a period of time can you fail to vote for the $6,500 or $b,900, and then
put the 112 million people on welfare, more than half of the population of the
country.

If we pursue that path now, sooner or later we are going to have to turn around
and head back the other way because eventually the government will find it can't
afford the cost of all this. Eventually, we will have to say the answer is jobs, not
more welfare.

My little wife heard, or at least read, the President's speech at Williamsburg,
and she said, "What he says sounds exactly like what you are saying. He wants
to put people to work, you want to put people to work. Why don't you two get
together?" I have said ever since that time, if the President would join me in amend-
ing his bill so it does what he says it does, I will be its strongest supporter.

I am in favor of doing things that would help you Governors with your fiscal
problem. I don't have time to go into health care right now, but 1 do want to say
this: I am strongly for covering, under Social Security, the catastrophic illness
cases. That would cost only 5 percent of what the Kennedy National Health In-
surance bill would cost.

The House sent us a bill to put disabled people under Medicare. 1 think we
ought to do that.

Medicaid will still cost the States a lot and 1 personally am in favor of greatly
increasing federal matching in that program, so as to give you some fiscal relief.

1 want to mention one other thing before 1 conclude. Governors like Warren
Hearnes, sitting to my right, have complained bitterly that the federal government
has imposed so many restraints and has put so many regulations on them, telling
them things that were never intended by the Congress and forbidding them to do
business the way they think it should be done, until some very fine men here have
just thrown up their hands and said, just take it off our hands, take welfare over.

That is what the expansionists in the Department of Health, Education, and
Welfare want. They want you to throw up your hands and walk out on all of this,
health care, welfare, education, everything else. If they had their way, they would
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have 100 percent of the people on their payroll for health purposes, and they would
have 75 percent of the population on their payroll for welfare purposes. They
would, in effect, be running this entire country and taking about 50 percent of the
income of the American people away in order to bring that about. I don't think
the people want their Nation run that way. They want their government to be as
close to the people as they can keep it. The way to do it is to remove these un-
necessary strings.

I fought last time to remove their strings that the poverty lawyers and the
HEW and the Supreme Court put on you without the Congress meaning for it
to be that way. So far as I can recall, I didn't have the help of a single Governor
when I was out there fighting that battle for you on that Senate floor. It was my
fault, not your fault. I should have called on you. Now we will have to fight that
battle this year. I will be saying, "Let the Governors and the Legislatures and the
people who are closest to this problem have some say about how they are going
to administer it."

We can win that fight if we have your help, and you can count on it, when
the time comes, I am going to be mailing you some propaganda along my side
of the argument and telling you what I think about it and how you can help. I hope
very much that you will be heard from. Give us your views as you have before.
Beyond that, please see if you can send some of your fellows to Washington when
the battle occurs out there on the Senate floor, because this is something that will
have to be decided one way or the other. If we can get together on it, perhaps we
can pass something that the President would support and that I can support as well.
If we can't then I think we are going to have to just choose sides and go to "Fist
City," to use a southern expression, to settle the matter that way. Thank you
very much.

GOVERNOR HEARNES: I would like to present the other participant
in that caucus before she leaves, the lovely wife of the Senator from Louisiana,
Mrs. Russell Long. Now, gentlemen, your questions and to whom they are directed.
Governor Mandel.

GOVERNOR MARVIN MANDEL: I would like to ask Senator Long a
question, please. It is in reference to the child care program, Senator. It seems
to me and the people in our State who have analyzed it that the program is moving
away from what the purpose of the Administration was, again diluting the authority
of the States. The vast amount of money in that program bypasses state govern-
ment so that we don't have any real input. I don't see how it can succeed in a State
unless a State has some input into the program.

SENATOR LONG: Governor, I think you are right and I personally am in
favor of this money going through the States and the States having a say about
how it is going to be administered. But now if the State is going to sit there and not
take advantage of it, then I guess we will have to do business with whomever we
can. If we will pay 90 percent and give you some revenue-sharing so you will have
some money to match the 90 percent on your end, you should be able to do it.
While on that subject, let me say this. There is a lot to be learned in this area.
Private enterprises think they can do a job, and do it more efficiently. You have
nonprofit organizations that think they ought to come into this picture. Some
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state administrators think they can do a better job. I would hope that between the
50 States you would try all three ways and then find a way to put it on computers
so we can see who is doing the best job and how we can get the best run for our
money. The objective, of course, is for the benefit of the children and the families
and if you can work that out to show us the best way to do it we'd like to be guided
by your advice.

GOVERNOR HEARNES: I would like to make one remark, if I may. Sena-
tor, when you write any legislation that calls for perhaps 90 percent of federal
matching, I wish that you would write into the bill that it is the sense of Congress
that this just doesn't change from year to year, from 90 to 70 to 60 to 50 and on
down the line. This has been our problem in so many pieces of legislation, especially
in the welfare field, where they start at 90 but they end up with a different figure.

SENATOR LONG: Governor, not only will we do that, but we are going to
have a try for the first time in giving you 100 percent federal matching. Please
don't take too much advantage of us on that.

GOVERNOR HEARNES: Are there any other questions? Governor Williams
of Arizona.

GOVERNOR JACK WILLIAMS: We discussed yesterday with Senator Long
something that I think we must consider in this country as being a primary effort.
The ones who are on welfare now may be doomed to the dole forever, but the kids
themselves are the ones we must teach to work. If we can get some type of amelio-
ration of the child care laws so that young people can go to work, they can get
perhaps one-half of the minimum wage law, they can be allowed to get out and learn
how to work when they are 15, 16, 17 years old, where you really learn your habits
and where they can then help their families. I don't know the details of how this
can be worked out, and I know that you run across great opposition. But if we can
put young people into productive jobs, even if we have to do some bending of the
laws in order to make it possible, we will have a much better Nation.

SENATOR LONG: Governor, if that young person you are speaking of is
the only breadwinner for his family, we even ought to be willing to supplement what
he is going to make, running a paper route or doing something to raise the family.
As I told you when 1 met with your Committee yesterday, the big problem will be
in persuading organized labor to go along with that and persuading them that it
doesn't violate their concepts of child labor. That does not mean that they could
beat it, but they are a powerful group and if they fight it very hard, I doubt that we
will pass it.

CONGRESSMAN FORD: I might say, Governor Williams, in the proposed
bill to increase the minimum wage, there is a provision that would make a differ-
entiation between the able-bodied older person and the younger person, so that there
can be the case of an employer hiring a younger person at a somewhat reduced
rate. We find in many, many cases that an employer, particularly a small employer,
cannot afford to hire an older person or a younger person for different reasons,
and the net result is neither the younger person nor the older person nor anyone
else is employed. In order to give the younger person an opportunity to work in
the small retail establishment and learn something about earning, there has to be
this differentiation in the minimum wage. I think the House of Representatives

21



will adopt some provision of this kind in the bill that we probably will pass this
year or next year. I think it is an important ingredient, and if we want to supple-
ment it, that is a matter that the House and the Senate can work on. But there
ought to be a differentiation to provide the younger person an opportunity to work.

GOVERNOR HEARNES: Governor Love of Colorado.

GOVERNOR JOHN A. LOVE: I suppose that my comment and ultimately
my question will be addressed to both Representative Ford and Senator Long.
Senator Long has spoken about the growing frustration of people who do pay the
taxes, who live next door to those who are on public assistance, and I am sure he
would agree with me that it is much broader and deeper than just that sense of
frustration. The whole credibility of the program - and it laps over, I think,
into the credibility in support of government itself - is a great, growing thing
in my State, and I think in most States of the union. One of the problems that
offends people more than any other is the food stamp program. My question is,
is there legislation contemplated or in process which would tighten the eligibility
rules on the food stamp program?

CONGRESSMAN FORD: I think you have hit a very important problem
that we in the Congress face. The phenomenal growth of the food stamp program is
almost unbelievable. It is a program that has good intentions, but it is a program
that administratively has really become a catastrophe. I could cite numerous exam-
ples of administrative abuse, and I think a good many people are actually extremely
fearful that this program, as it is presently administered, could be a scandal of major
proportions. I think we have to tighten up the administration to make sure that
the money goes to those people who are really deserving.

I was home during the recess, and one after another individual would come
in and say they couldn't qualify but their next door neighbor could, and they
couldn't understand the reason for their being excluded and the other person
being included. I would hope that if we could get bona fide welfare reform, as the
President proposed it, or as the Congress will amend it, that we could phase out,
except in the most deserving cases, a food stamp program. I think this is the aim
and objective of what the President has proposed in the welfare reform area. This
can be and should be one of the basic objectives of a real welfare reform program.

SENATOR LONG: Governor, let me just agree with Gerald Ford in what
he said and add a word to it. It is just amazing how these programs, conceived
with good intentions in Washington, work out at the grassroots without the poor
fellow in Washington who sponsored it ever knowing about it. The President of
the United States is confronted with as many as 20,000 threats on his life a year,
so he is sitting, as he should be, behind a steel fence with a good police force trying
to protect his life, and he is not privileged to get out with the people the way he would
like to and see how these programs are working out among the people. I recall
when Lyndon Johnson was explaining to me about some of the difficulties he was
having with his programs. He said that no one could find fault with giving food to
hungry little children. I said, "Mr. President, with all due deference, that's not
what they are using those food stamps for in my home town. They are using it to
buy wine and whiskey and stuff like that. They will trade the food stamps in, buy
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the most expensive beef steak in the store, and then trade the beef steak and, in
some cases, they can just trade it directly for whiskey."

He had the matter investigated and that resulted in a few indictments of some
of my friends in Baton Rouge. I don't want to claim credit for that part of it, but
that is how it worked out, as it should have. :'Ii 0 President wants it to work that
way, and I personally think this food stamp thing has gotten so badly out of hand
that we definitely ought to cut out food stamps for anybody who qualifies as a
part of welfare. We must get that part under control somehow. For example,
it is a subsidy on strikes in my State. When the fellows have a strike they all go down
and open the food stamp window. In Louisiana they usually have a separate window
for the strikers on the food stamp line.

GOVERNOR HEARNES: Governor Reagan of California.
GOVERNOR RONALD REAGAN: I think this would be addressed to

Senator Long. I want to commend him for telling it like it is, it isn't any secret.
The Senator knows that California has been bleeding a little bit in getting some
reforms in welfare through. We believe that there is a large part of H.R. I which
deals with tightening eligibility requirements and making it possible to discover
fraud and so forth. They are very similar to the things that we have already passed
in California in our reforms. Those government-hired lawyers the Senator spoke
of are already at work filing cases in California against the reforms that we have
just instituted, and usually the decisions, when they go against us, are because
they claim that we are contrary to Congressional intent or regulations in Wash-
ington.

I do know that H.R. I as it was passed this year contains provisions that are
far better than the provisions of last year. We are concerned, as you have expressed
a concern, about the doubling of the welfare rolls by the subsidy to the working
poor and the manner in which it would work, and we don't believe those people
will ever get off, and we hope that the bill will be amended in that feature. We also
believe that the work requirement language in the bill, although it reads well. won't
perform well when it is implemented by the technicians of HEW; there isn't really
a realistic work requirement. The other thing that we find fault with in that bill
is the fact that there is a premium for those States which will turn management of
welfare over to the federal government. There is a penalty for those States that
will try to run welfare themselves. We just don't believe the federal government
in Washington can run welfare for 50 States, with all the diversity there is within
each State, and make it work.

You spoke of the child care centers. Here, again, is a concern of ours having
to do with language. We have had some discussions with HEW personnel about
child care centers. They are absolutely essential if we are going to get the unemploy-
ed mother, on aid to dependent children, into employment or job training. But
the language and the terms they are using about child care centers just won't provide
care for the child while the mother is working. We know from experience that there
will develop a whole new profession of people requiring postgraduate degrees in
order to qualify for caring for those children. We don't think they should just be
put in a sand box in the morning and picked out at night. We think there ought
to be a little education which goes along with it, but we also believe there is a great
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chance for employment, additional employment of dependent mothers as custodians
and caretakers under proper supervision in those child care centers, and we are
very hopeful, if the money is to be well used, that they don't set standards so high
that we literally have university-level educational costs for child care centers in
order to get these mothers working. Otherwise we will find that the bill for taking
care of the children is bigger than the mothers' bill for not working.

SENATOR LONG: Governor Reagan, you know that some time ago you
came with some other Governors to Washington and you sat there and explained
how you were trying to reform welfare and you said that you needed HEW to give
you some cooperation and let you do some things that you thought were right.
You may recall at that time we had nine members of the Finance Committee sitting
there, a full quorum, and I said if these nine men will go along we will agree right
now that the Committee will back you on that, and we did. We sent a letter saying
the Committee agrees with this. The ones you were talking to tended to be the
more conservative members of that Committee.

That very principle of letting a State use its judgment in how to best administer
the needs of its people is a difficult proposition. We are going to have a knock-
down, drag-out fight on the floor of the Senate on measures where the State thinks
that it shouldn't have to put certain people on the rolls because they ought to be
working instead of drawing welfare money. We can win that fight if we have 50
Governors helping us. My guess is if you go to work and do everything in your
power, you might get me one of those two California Senators. That is better
than none. In these other States, in some cases the Governor can't swing a vote
and in other cases he can. These things may be decided by a very close margin.
There is no doubt at all that you have been imposed on by unwise decisions of the
court in some cases, by unwise regulations in others.

Just to give you one example, Wilbur Cohen, and I like him, he is a fine fellow,
his heart is certainly in the right place, his intentions are all good, but his deathbed
bequest, you might say, to those of you in state government, was to sign a federal
order just before he went out to say that you would put these people on the welfare
rolls just on their own certification, don't ask any questions, just mail the thing
in and no questions asked, and on the welfare they go. I have done a little investi-
gating of that and my impression is that in every State where they have followed
that method they have at least 10 percent of the people on welfare who don't belong
there, an eligibility factor considerably more than the States that do ask a few
simple questions to see whether the people should be on welfare. Furthermore,
when a State has a liberal program like New York, you have all sorts of welfare
people moving in on you to take advantage of your liberal program. You ought
to have some kind of residence requirements. If the Supreme Court won't let you
impose it, they might let us put one on for them, to say at least for the six months
after a person leaves a State, the State from which he is departing would continue
to make payment, and the State to which he moves wouldn't have to take him on
the rolls until he had been there six months. The vote on this issue would be very
close in the Senate. I don't know whether we could make it prevail, but we ought
to try. To prevail on things like that, we will have to have your help. We can't
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do it by ourselves. I notice you have had a little difficulty with that Legislature
out there in California. You have difficulty doing it all by yourself, too.

CONGRESSMAN FORD: Let me talk for a minute, if I might, Governor,
about the work requirement problem. Perhaps the delay we have from '70 to '71
and perhaps '72 shows that we were better off not concluding welfare reform
in 1970. Secondly, perhaps the matters we have discussed here today indicate
that it is good to have a bicameral rather than a unicameral legislative body. If
my memory serves me correctly, in the bill we passed in 1970 the work requirement
read something like this, that the individual must take suitable employment. In
the bill we passed in 1971 in the House, we struck the word "suitable" from the
provision, and this was a hard, tough fight in the Committee on Ways and Means,
and there was a great deal of discussion on the floor of the House on trymg to
reinstate the word "suitable." If we put the word "suitable" in there, there will be.
in effect, no bona fide work requirement. and I suggest to the Senator that he will
need some help from 50 Governors to keep that word "suitable" out of the Senate
version of the bill. If that goes into the bill on the Senate side, we will need a lot of
help from 50 Governors to prevail in the conference and take that language out
when the conferees from the House and the Senate get together. I plead with you.
stand up for the House version on the work requirement and give Senator Long
and the members of the Senate some real help on this particular point.

There is one other matter that has not been brought up here. namely that some
of the laws we pass are abused very badly by administrative action. I ran into a
situation last fall in some of our homes for the aged. In order for those homes to
qualify for all the federal benefits for some of the people who were there. and for
the homes themselves, we found there was a requirement which was strictly enforced
by HEW that in homes for the aged there had to be a welfare worker employed
or the home couldn't qualify. Now people 65 years of age and older who are retired,
in my judgment, don't need consultation with welfare workers, but there was this
specific requirement, and it was very hard, it cost money, and I don't think it did
a lot of good. In the House version, as you will find, Russell, there is a deletion of
that provision, and I think you will need some help from the Governors to keep
that provision in the House version. Otherwise, there will be the same old law
that requires every home for the aged to have an expensive welfare worker there
to counsel people 65 years of age and older, and I don't think that is a necessary
requirement for individuals in their older years.

SENATOR LONG: Could I add just one word to what Gerald said. I appre-
ciate what he said about the suitability of work requirement. I favored the idea for
years but let me just tell you one thing I am convinced of. In this free economy
you can't force anybody to work. You just analyze it for a moment and see. Of
course in the bill the House sent over to us it says that a mother with a child under
age 6 need not register to begin with, and that is about half of your case load right
there. But even with regard to people who are supposed to register. just think
about this for a moment. Let's say you are trying to make a person take a job and
he doesn't want to take it. There is a job as a waiter. All this fellow has to do is
drop a tray of dishes on a marble floor and if that doesn't get him out of the job
he will get out the second time he drops a tray of dishes on the floor. Or he may
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show up to take a job as a yard man, and nowadays you don't ask a person to push
one of these little lawnrnowers, you have a piece of eq uipment that might cost $1,600
to mow the thing. All he has to do is take that $1,600 piece of equipment and run
that into a concrete curb and he's been relieved of the responsibility of working as
a yard man any more. So you can't really make these people work if they don't
want to work. That is why it seems to me that it is a better approach to supplement
low-paid jobs and to pay them to work and then tell these people that they are
just not eligible. If you must pay them something, keep the payments low for those
people who need not be on welfare and who ought to be working instead. Then,
for those who ought to be on because the father is disabled or because the father is
in the penetentiary, the mother has a lot of children, perhaps we could be a lot
more liberal because we would have a lot more money to work with.

GOVERNOR HEARNES: We have time for one more question. Governor
Sargent of Massachusetts.

GOVERNOR FRANCIS W. SARGENT: Mr. Chairman, I am going to find
it a little difficult to make this into a question, but I think I perhaps can make it a
question to all of the members of the Conference. We look at this from perhaps
a different viewpoint as Governors than the members of Congress do. I think we
have received some very encouraging comments from Congressman Ford and
Senator Long, but also some discouraging comments.

From where I sit, everyone of the 50 Governors has a problem in this welfare
field. We are trying to defend a program, we have to defend a program that nobody
likes. The taxpayers are against it because they feel it is too much. The recipients
are against it because they feel it isn't enough and they weren't being treated with
dignity, and we are just in big trouble. It seems to me that we have to have this
reform and we have to have it soon. I personally feel that H.R. I is an important
step in the right direction, a start, and I think we should move on it. I would hope
that the Governors together would support this basic concept, but, frankly, support
it with the idea of getting the States out of the welfare business, because everyone
of us is trying to handle it in a different way.

Every single one of us has a problem, regardless of whether he is from a State
that is rather generous in relation to welfare, as my State is, or some of the other
States where they are less generous. We all have a problem. We are all fighting
with the problem of fraud. We have heard, and I can't disagree with Senator Long
when he refers to the man in the house and when he refers to residency requirements,
but it seems to me that we have to have a national plan. I think the States have to
get out of this business. I have distributed to all of the 50 Governors a way that we
feel H. R. I can be improved upon, and get the States, over a three-year period,
out of this business, with great emphasis, quite frankly, on the matter of work
incentives. I think this is what we have to do. We have to try to make it so that
people don't want to get on welfare and do want to go to work. But I think the
route should be an expanded work incentive program. I won't make a great speech,
but I just feel that we Governors are on the firing line, and it isn't just a matter
of passing the hat to Uncle Sam. I just think that we have a problem that affects
all of the people of this country, and I think it should be a federal program. I think
we should then get back to the States' business. This is my personal view.
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GOVERNOR HEARNES: Thank you, Governor. I will close with saying only
this: What we need, in some manner or another, is to have a welfare reform measure
that will not place so many more people on the rolls. I want to express my appreci-
ation to the Congressman from Michigan and to the Senator from Louisiana
for what they have given us in speech form and, I think even more important,
for how they have responded in answers to the questions by the different Governors.

I ask that everyone in the room, after the speech of the Vice President, remain
seated until the Vice President and Mrs. Agnew and their party have left the room.
Then I ask the Governors if they would please go straight to lunch in the T ropicoro
Room. My only other announcement now is to explain to many who do not under-
stand that the chairmanship of this Conference alternates between parties, which
means, of course, that next year the chairmanship will be chaired by a Republican.
It is provided by our rules that the Nominating Committee, then, will be made up
of three Democrats and two Republicans to select a Republican Chairman. I would
like to at this time name the Nominating Committee: Carter of Georgia is Chairman;
Wallace of Alabama; Smith of Texas; Whitcomb of Indiana; and Sargent of Massa-
chusetts. That ought to take care of the Mason-Dixon line.

Ladies and Gentlemen, may I present the Vice President of the United States.
THE VICE PRESIDENT: The Governors of the 50 States come together at a

moment that might well be a turning point in our Nation's recent history. I am not
only referring to the American economy. The significance of this moment goes be-
yond even those highly important bread-and-butter matters. We may well be
witnessing a reaffirmation of something basic to America - a renewal of our com-
petitive spirit. Prosperity is a job for everyone. Prosperity is built on confidence.
And in more than one sense, confidence is back in business.

Today, I want to talk to you about our national response to a call for sacrifice
and cooperation, a response that has amazed those who have been running America
down in recent years. And I want to talk to you about a danger that could erode
and imperil that healthy response, the danger of blind negativism in a time that
calls for intelligent, rational discussion.

The past month has been, to say the least, eventful. But just as important as
what has happened in this Nation and around the world is something else - what
has nOI happened.

There were important risks involved in the President's announcement last
month. Nobody could know beforehand what the reaction of the American people
would be to a sudden limitation of their economic freedom. Fears were expressed
of massive resentment by wage earners, of widespread refusal to cooperate in the
price freeze by businessmen, of the need for an elaborate enforcement apparatus
that might slow down the strong economic rebound already under way. i\or
could anybody predict with any certainty what the international reaction would
be to bold, unilateral moves by the United States to make American goods more
competitive and to protect the dollar. There were fears of great turmoil in the
money markets of the world, of retaliation, of refusal to revalue other currencies.
There were even fears of a trade war that would harm everyone.

It would have been foolhardy to minimize the great risks involved. But there
were great stakes involved as well: the future of the American worker, the stability
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of the American dollar, the protection of the American standard of living - indeed,
the ability of this Nation to maintain its position of leadership in the world.

If Americans stopped taking risks, we would stop making progress. It is only
because the American people have time and again been willing to take the necessary
risks that we have been able to rise to great occasions and to become a great Nation.

In the month since the President's announcement of a new economic policy,
let us see what has happened and, just as important, what has not happened at home
and abroad.

Here at home, the people of this Nation - workers, homemakers, businessmen,
Americans in all walks of life - have responded in a way that justifies our pride
in our country and our faith in the American spirit.

By its nature, a wage-price freeze cannot be entirely fair. It calls for sacrifice;
inescapably, it has caused inequities and in some cases even hardship. Yet the over-
whelming reaction of Americans everywhere has been a patriotic determination
to do their part toward making the freeze work voluntarily. Look at the evidence.

All across the Nation, whenever a question about what the freeze requires
has been answered by the Cost of Living Council, that answer has been accepted
and its directive obeyed voluntarily.

Corporations overwhelmingly throughout the Nation have complied with the
President's request not to increase dividend payments, because there is an under-
standing of the need to share the sacrifice.

As of last week, the President had received over 15,000 pieces of personal mail
regarding the New Economic Policy. Sixty-six percent of it was favorable, while
only 14 percent was negative. Included in the letters and telegrams was correspon-
dence from 21 Governors, and commitments of support from hundreds of mayors
and local officials. Communications have been received from veterans' organiza-
tions, organizations of retired persons, and civic organizations such as the Lions
Club and Knights of Columbus.

We have received mail and telegrams from many union members and from
union locals adding their cooperation to all the rest. Many of the Nation's leading
merchandisers, department stores and grocery chains have taken full-page news-
paper ads and aired television notices of their support for the President's program.
Cooperation has been pledged by many of your Attorneys General and consumer
affairs people to assist in our effort to make the wage-price freeze work.

Since the freeze went into effect, the Georgia railroads have rolled back their
intrastate rates. American Motors, through its dealer system, has rolled back its
retail prices to customers. And as of last week, 132 cases of workers returning
to work have been reported, involving a total of llO, 193 workers. That organized
labor is cooperating with the President is beyond question.

The Office of Emergency Preparedness, which has been charged with ad-
ministering the freeze, reports that complaints by tenants against landlords about
rents have been encouragingly few. They have been running at around 40 per day
for the entire country. When you consider how many millions of people live in
apartments or are otherwise renting property, the figure of 40 complaints a day is
astoundingly low.
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Of course, there has been criticism, and there has been jockeying for position
for the time when the freeze is over. But future historians; looking back at this·period,
will remember the "freeze of '71" as a time when the American people willingly
pitched in together to do all that they were called upon to do.

Let us look at the reaction to our new policy abroad.
At first, the world was stunned. Money markets were closed while the eco-

nomic and political leaders of many nations met to consider the consequences of
our action. But, as the President pointed out to the Congress last week, instead of
continued talk about the weakness of the American dollar, there was a new under-
standing of the strength of the American economy. Instead of a continuation of
unfair rates of exchange, there was a recognition of the need to face up to reality ~
and the process of removing the unfair disadvantages that have been harming
American trade is well under way. As this sensible reaction continues, we can look
forward to the removal of the temporary import tax imposed last month. Instead
of destructive talk of retaliation, there has been constructive reaction to the Presi-
dent's call for a long-overdue overhaul of the international monetary system, with
every trading partner cooperating to move toward a new stability.

All in all, at home and abroad, we have seen what does happen when we rely
on our faith and what does not happen when we turn away from our fears.

In these past few days and in the weeks ahead, the President has been and will
continue to meet with responsible American leaders representing different groups
and often divergent points of view. He is appealing to their sense of patriotism,
and to their common sense as well ~ for what is in the long run in the best interest
of this country is in the interest of worker and businessman, farmer and consumer.

I can report to the Governors that the President is strongly encouraged by the
reaction of these leaders in their meetings so far, and looks forward to working
closely with them in the future.

This comes as no surprise to me. Two weeks ago, when there was some doubt
expressed as to the likelihood of cooperation from some of these leaders, I said
that in the final analysis they would rise to the occasion as patriotic Americans.
And that is exactly what they are doing today.

What I have to say next is not directed against any individuals; it is directed
against a tendency that runs counter to the interests of all Americans. Everyone
in this room would agree that in the area of economic policies, it would be im-
possible to secure a unanimous opinion on any single approach. There are, how-
ever, several very prominent arguments which are being used against the President's
policy which I feel would be helpful to discuss.

The first: "American industry today is operating at only 73 percent of capacity!"
Nobody can argue with that, the figure is accurate. The logical question then IS,

"Why do we need more plant capacity, the kind that the President's job develop-
ment tax credit would create, when nearly 30 percent of our plant capacity lies
unused today?"

That appears to most listeners to make sense. If we are operating well below
capacity today, who needs more capacity?

However, the problem is that the unused capacity is unused for a good reason ~
for the most part, it is outmoded, old and inefficient. Much of this unused equip-
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ment, if put into operation, would lose money; it usually consists of plants that are
wartime reserve capacity, to be used only in severe emergencies justifying Uncle
Sam's footing the bill for expensive, uncompetitive operations. Yes, it's still on the
books as "capacity," but in practical terms the majority of it has nothing to do with
capacity to produce at a profit, and certainly nothing to do with our capacity to
maintain our share of world markets.

A sophisticated audience, such as this one, will quickly understand this fact.
But, let's face it, the explanation is a little dull. It will never make the 7 o'clock
television news, and the laborious answer will never catch up with the catchy
question: "Who needs more capacity when we're only operating at 73 percent
of capacity now?"

Obviously, what American industry and American labor needs now is more
modern, productive capacity. New plants and equipment that will enable our pro-
ducts to compete at home and abroad, and the kind of new plants and equipment
that will be built, given the added incentive of the job development credit.

Another argument denounces any plan that might be of benefit to business
as the "trickle-down theoryl," which goes something like this: "There are those
who believe that, if you will only legislate to make the well-to-do prosperous,
their prosperity will leak through on those below." Those words were intoned in
1896 by William Jennings Bryan, in his famous "Cross of Gold" speech. To be
fair to Mr. Bryan, he was not so far off base in his feelings about an undue reliance
on gold, as recent events have shown.

The facts are that the President has proposed a balanced tax package: it
reduces taxes paid by individuals by $3.3 billion and offers a tax credit of $2.7
billion to industry to invest in job-producing equipment and machinery. And
it relieves consumers from some $2 billion in excise taxes.

Let us look at tax reform in context. In his testimony to Congress last week,
Secretary Connally very succinctly pointed out:

"To be complete. the record must include the impact of the Tax Reform Act,
plus the Administration's change in depreciation regulations and the tax proposals
of the New Economic Policy. If the impact of these measures is spread over the
five years. 1969 through 1973, the result is startling:

"Federal income tax payments of individuals will have been reduced by almost
$34 billion. Tax payments on corporate profits will have declined by slightly more
than $1 billion.

'The record is clear. Enactment of the President's recommendations, given the
perspective of the three years of the Nixon Administration, will not be a bonanza
for business."

I do not see how, under any circumstances, the "trickle-down" appellation
applies.

Still another argument states: "You can't freeze wages and prices without
freezing profits." Let's face it, that sounds reasonable to most people.

Of course, the facts paint a different picture. While wages and prices have been
going up, profits have been going down. The average profit before taxes over the
past two decades has been about 20 percent; today, it is down at 13.4 percent.
You cannot substantiate a claim that high prices are the result of fat profits.
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Secondly, the profit motive is what makes the wheels go round in the free
enterprise system. Profit potential is what attracts capital and capital is what
creates jobs.

And third, every single one of us is in partnership with every profit-making
corporation. Government at all levels gets over half of all corporate profits in
taxes. Let me say the unsayable: rising corporate profits are good for the average
man and are needed more than ever by the poor.

If corporate profits were to rise next year to the level of the average of the
past 20 years, as part of a full employment economy, the federal government tax
receipts would increase by more than $8 billion.

Put it another way: if corporate profits now were as high relative to the average
Gross National Product as they were in the sixties, our federal tax receipts would be
$11 billion more. That's the kind of money that could go toward helping a great
many people who could use the help.

That's why we don't want to freeze profits; we want to increase profits that
generate jobs, profits that generate tax revenues, profits that help to raise the
average American's standard of living.

Put the shoe on the other foot for a moment. It would be the height of folly
to suggest an "excess savings tax" on the individual worker. Not only would it
penalize the thrifty, it would cause people to stop saving at all; why give your
savings to the Government? In the same way, an excess profits tax penalizes the
the efficient company and would trigger senseless corporate spending. That would
result in lower productivity at a time when only rising productivity can conquer
inflation.

With respect to the job development tax credit, let us not forget that in 1965,
when an investment tax credit was in effect, it was utilized by 350,000 corporations,
which means mainly small businesses; not only that but it was also used by 1,700,000
individual taxpayers, three quarters of whom had incomes of less than $20,000
per annum. Of these, 700,000 were farmers buying tractors and other equipment
to make their farms more productive. More productive farms mean a better life
for the small farmer and a better deal for the consumer.

Therefore, in this period of a freeze on wages, prices and rents, and indeed
in the stage that follows the freeze, let us work together in the public interest through
a rational discussion and a spirit of cooperation.

As you all know, I am a believer in honest partisanship, and I have always been
convinced that a free society gains strength through the spirited discussion of great
issues. Disagreement is healthy in a democracy; rational debate serves our great
national purposes.

The President's New Economic Policy was not handed down from Mount
Olympus; it should be subject to the most searching analysis, and where it can be
improved, it should and will be improved. We're open to ideas, because the only
way the fight against inflation can succeed is if every group and every individual
has a stake in its success.

Let us, then, agree to raise the exchange rate of our ideas. Let us set aside
the kind of petty bickering that interferes with healthy debate, and put away the
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partisan jockeying for position that clouds the issues and saps the cooperative
spirit so urgently needed today.

Let us discipline our discourse with a rising regard for the facts of the matter
and with an ever greater sense of the need to put the national interest ahead of special
interest or personal interest.

This is a time for seriousness, not a time for stereotyping. This is a time for
new approaches, not a time for old slogans.

We all want the new prosperity, without inflation and without war. No party
and no political leader has a monopoly on wisdom or an exclusive on the common
goals of all Americans.

In that spirit, we can discuss our differences in approach to those goals fully
and freely. In that cooperative spirit, we can revitalize America's competitive
spirit and prove ourselves worthy of the renewed faith and the surging confidence
of a people who are ready to rise to the challenges of peace.

As hopeful as the President is for the new economic policy, he in no way
feels that it is a substitute for the rest of his domestic program. In particular, it
does not alleviate the need for revenue-sharing and welfare reform. I stress these
two programs, in view of the announced delay in their implementation. The delays
in no way reflect any lesser degree of presidential support; rather, they recognize
the legislative and administrative realities that confront us.

We now plan to have revenue-sharing start January I, 1972, less than four
months from this date, rather than October 1, 1971, the date originally proposed.
The bill has yet to pass either the House or the Senate, and the Senate Finance
Committee has yet to hold hearings. We have our work cut out for us. How-
ever, with the continued united support of state and local governments, it can
be done.

Early this summer, HEW organized a task force which was instructed to find
ways in which to implement welfare reform by the effective dates contained in H.R. I
as it passed the House in March of this year. This group reported its findings prior
to the President's recent economic message, and it stated that additional time
would be needed in light of congressional delays and the unprecedented nature of
this administrative challenge. It is clear from this report that welfare reform legis-
lation must pass this year so that we will be able to begin the administrative work
that is required to put the President's historic workfare and welfare reform concepts
into effect by the new deadlines.

From the point of view of Governors facing exploding welfare costs and
from the point of view of aged and disabled adults and children in poor families,
it is absolutely imperative that the enactment and implementation of both revenue-
sharing and welfare reform be as rapid as possible. This is exactly what the President
wants. It is only possible with your continued help.

We do not have an easy task confronting us. The President has asked for your
support and understanding of the initiatives he has made. On the other hand,
it is equally important that he appreciate and understand your views and recom-
mendations in these matters. Accordingly, he has asked that I invite your Executive
Committee to meet with him this coming Thursday, September 16th, at the White
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House in order that you may fully participate in helping plan the phase of the system
of wage and price stabilization that will follow the present phase.

It is my intention, as the President's liaison with the Governors, to assure
that your views on this and other matters are continually brought to the attention
of the appropriate policy-making officials in this Administration. I look forward to
being with the Executive Committee in Washington this Thursday, and to working
with them and with each of you in the development of programs which will be
to the benefit of all Americans.

GOVERNOR HEARNES: This Conference is now in recess until I :30 this
afternoon.
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AFTERNOON SESSION
Monday, September 13

GOVER:\OR HEAR!\ES: The afternoon session will nov. come to order.
Ihe Governor from the State of Alabama has asked recognition tor the purpose of
making an announcement.

GOVERl\OR GEORGE C. WALLACE: Mr. Chairman and members of the
Conference: Under the table of organization 1 have given notice that I will present
a resolution in regard to involuntary bussing of school children and in regard to the
neighborhood concept of public schools, possibly in the direction of asking the
Governors to endorse a constitutional amendment in this field, and I wanted to
put the Conference on notice that such resolution will be in front of you during this
afternoon's session.

GOVERNOR HEAR:\ES: Thank you. Let the record show the notice given
by the Governor from Alabama. The Governor from Tennessee.

GOVERNOR WI:\FlELD DUN!\: I'd also like to announce at this time that
Governor Carter and I are collaborating to the degree that we might be able to
present such a resolution along the same basic lines, relative to the neighborhood
school concept, and this will be available for consideration of the Governors, hope-
fully by this afternoon or early in the morning.

GOVERNOR HEARNES: Let the record so show. This afternoon's session
deals with the topic "Corrections," and if you do not think that this can come home
to a Governor, I would like to read this report from New York. "One thousand
National Guardsmen, state troopers and sheriffs' deputies stormed Attica State
Prison in New York to put down a 5-day-old prison uprising. Nine of the 3H men
held hostage by the rebel convicts were found dead with their throats slit. The other
29 hostages were freed, but 4 of them were seriously injured. One unconfirmed
report said 20 prisoners died in the gunfire."

Our first speaker this afternoon, Dr. George J. Beto of Texas. has experience
which I think more than justifies his presence here to speak to us this afternoon.
I start with his correctional experience, a member of the Texas Board of Correc-
tions from 1953 to 1959; a member of the Illinois Parole Board, 1961-1962; Director
of Texas Department of Corrections since March 1962; Consultant to the Presi-
dent's Commission on Law Enforcement and Administration of Justice; a member
of the National Advisory Council on Correctional Manpower and Training; Past
President, American Correctional Association; and a member of the American Bar
Association Commission on Correctional Facilities and Services. It is my pleasure
now to present Dr. George J. Beto.

DR. GEORGE J. BETO: Thank you, Governor Hearnes. I know of no honor
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that has come to me during my professional career greater than the privilege of ad-
dressing the Governors of the 50 States within the United States. I am deeply
grateful. It has been my privilege to serve under four Governors, Allen Shivers.
Price Daniel, John Connally. and Preston Smith. I shall always be grateful to them
for the intelligent leadership which they gave corrections in Texas. As a result of
the leadership which they have afforded. our Legislature through the years has been
highly responsible and reasonably generous with corrections.

In my presentation this afternoon there will be a cornixture of fact and opinion.
I am confident that the members of this Conference can distinguish between fact
and opinion.

In recent months. corrections generally. and prisons particularly. have been
subjected to considerable criticism. The late Senator Dodd. for instance. devoted
the services of his committee to the castigation of adult and juvenile correctional
institutions. Last year the prestigious National Council on Crime and Delinquency
ran a Madison Avenue-contrived ad in national publications which pictured a
young boy holding a gun. The legend under the picture stated "Prisons do teach a
trade." In his famous landmark speech in Dallas before the American Bar Associa-
tion. Chief Justice Burger was highly critical of the whole spectrum of criminal
justice generally and of prisons particularly. He concluded his analysis of the
failure of prisons by saying. "There must be a better way." The Young Lawyers
Section of the American Bar Association recently concluded a survey of several
score of jails and prisons throughout the United States. Their final report indicated
a complete unhappiness with the state of American corrections.

Unfortunately. many of these criticisms are not without foundation. For in-
stance. idleness is the bane of American prisons; most prisons and jails are convict-
run. We witnessed a tragic and horrible example of a convict-run operation at
Attica this past week. Usually the convict running of institutions is more subtle.

The county jails of the United States are a cancer on the body of American
corrections; the political orientation of most state correctional systems prevents
any long-range planning; also. the leadership of American corrections through the
years has not been as daring and as imaginative as it should have been. The highly
articulate N orval Morris was correct when he stated before the Centennial Con-
gress of the American Correctional Association, "Corrections have attracted too
many second-class minds who have provided timorous and vacillating leadership."
Professor Morris is correct in his observations. Governmental service generally
serves as a haven. an asylum. for mediocrity. Corrections. as an arm of that service,
suffer from that same malady.

However, in evaluating our failures. we would make two observations. In the
first place. society must fully and permanently decide what it wants correctional
agencies and institutions to do. Do they exist for restraint. for revenge. for rehabili-
tation. for reintegration into society? Negley Teeters was perceptive when he wrote
in 1967, "The dilemma of modern corrections is that society is confused. Many want
rehabilitation, but they want it by clinging to the concept of punishment. These
persons still clamor for retribution and represent a strident voice from the out-
moded past." Not only society but also governmental leaders need to remember
the character of those who come to the doors of America's prisons. Normally they
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are not the intelligent, the cunning and the glamorous offenders portrayed on tele-
vision and pictured in the cinema. Rather, they are the poor, the stupid, the inept,
the flotsam and jetsam of society. Fifteen percent are illiterate; 90 percent are
school dropouts; 65 percent come from broken homes; 40 percent had no sustained
work experience prior to their incarceration; 20 percent are mentally retarded. In
spite of the fact that they have been exposed to the presumably beneficent influences
of the home, the church, and the school, they stumble from one mud puddle of life
to another.

Nevertheless, progress has been made and continues to be made. In 1870, under
the leadership of Governor Rutherford B. Hayes of Ohio, Governor Daniel Haines
of New Jersey, and Governor Conrad Baker of Indiana, the American Prison As-
sociation was organized in Cincinnati. Later its name was changed to the American
Correctional Association. The years following 1870, largely as a result of the leader-
ship furnished by members of the American Correctional Association, witnessed
progress in American corrections.

Probably the most significant phenomenon in American corrections today is
the involvement of the federal government in state and local correctional programs.
Various federal agencies, more particularly the Department of Health, Education,
and Welfare, the Department of Labor, and the Department of Justice, are spending
large sums of money for the improvement of corrections on the state and local
levels. The Omnibus Crime Control and Safe Streets Act has made available block
grants to the States for law enforcement. The Omnibus Crime Bill definition of law
enforcement includes every activity beginning with prevention, continuing through
arrest, detention, adjudication, probation, incarceration, and parole. Subsidies for
riot control were included in the legislation. Probably the most enlightened aspect
of the Safe Streets Act is the loan and scholarship money for correctional workers.
Probably its most unintelligent aspect is the provision which allows disproportion-
ately large amounts of money to be spent for hardware.

There is a complete lack of coordination among the agencies of the federal
government as far as corrections are concerned. For instance, today five large
federal agencies- HEW, HUD, the Department of Justice, the Department of
Labor, and the Office of Economic Opportunity - are all involved in subsidizing
programs in the area of the prevention of crime and the treatment of the offender.
Within HEW alone, there are no less than 15 agencies concerned with some aspect
of corrections. Unfortunately, the federal left hand is ignorant of the activities of
the federal right hand. It seems to me that the concern of all of us for efficient gov-
ernment, as well as our interest in intelligent subsidy of corrections, should force us
to exercise leadership in the development of some coordination among federal
agencies. We also have an obligation to give some counsel to the Congress in the
framing of federal legislation so that the emphasis would rest on the underwriting of
bold, imaginative, and yet realistic programs, rather than the furnishing of subsidy
for maintenance of the status quo. I am appalled when I reflect on the manner in
which Omnibus Crime Bill money is dissipated on projects of dubious merit. I also
tremble when I anticipate the judgment our children and our children's children
will pass on us for prostituting our opportunity to furnish leadership in the expendi-
ture of these massive grants.
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A second phenomenon which now characterizes American corrections is the de-
velopment of a program of accreditation for correctional institutions and practices.
I know of no endeavor in which the American Correctional Association has engaged
which is more significant than the development of a set of criteria for the measure-
ment of corrections. Application of these standards in over 100 pilot institutions in
the United States and in Canada, the built-in provision for continued revision of the
standards, the mode of selecting the examiners, the adequate funding of the project,
all result in the application of fairly objective standards by which the worth and ef-
fectiveness of correctional institutions and correctional practices may be evaluated.

We would hasten to point out, however, that correctional leaders frequently do
the profession a disservice by blaming Governors and legislators for failure to sub-
sidize adequately corrections. Money is not the sole solution to the problems of
American prisons; creative leadership can accomplish more than money. For in-
stance, it does not require money to operate clean institutions; money is not re-
quired in order that food may be attractively served; it does not require money to
curb rampant sex perversion in penal institutions; money is not needed to inaugur-
ate a campaign to hire a defensible proportion of employees from America's
minority groups.

Now a word about the future. The future in American corrections will bring
more research. I know of no institution, unless it be organized Christianity, which
has shown a greater reluctance to measure the effectiveness of its varied programs
than has corrections. We engage in many allegedly rehabilitative practices, but we
have little evidence to show that they are successful in achieving the objectives which
we have set for ourselves, namely, redirecting and restructuring the life of the of-
fender. Many of our programs may be good, they may be effective, but they are
based on an unvalidated assumption; we have no assurance, without the measure-
ment found in research, that these programs are effective and successful.

The future will bring an expanded use of pre-release programs. It is sheer folly
to keep a man in prison two or three or four or five years and at the termination of
his sentence or upon parole release him with a few dollars, a cheap suit, and the per-
functory ministrations of the dismissing officer. To an even greater degree, the fu-
ture will witness programs which devote themselves to easing the inmate's transition
from the most unnatural society known to man, prison society, to the free world.
The future will bring an increased use of supervised probation and parole. One day
society will become truly aware of the comparatively low cost of putting a man on
probation or on parole and will demand that such approaches be used rather than
senseless and expensive incarceration.

If we are honest with ourselves, we will admit that our massive prison buildings,
the expensive jail paraphernalia with which they are equipped, the time-honored,
elaborate, and almost ritualistic security measures which we practice, are actually
designed for a small percentage of our prisoners, 25 percent at the most. The best
interests of the majority of our inmates, as well as those of society, would be better
served by intelligently supervised probation and parole rather than by the artifici-
ally contrived rehabilitation programs found in the stultifying atmosphere of most
prisons. The day will come when state judges, as federal judges now do, will be
required to pass sentence only after having the benefit of a comprehensive pre-

37



sentence investigation which embraces every aspect of the convicted felon's experi-
ence.

Today, in too many instances, there come to our gates the psychotics, the
mentally retarded, the emotionally disturbed, sent there largely by our large and
impersonal cities, where citizens, juries, prosecutors, and judges labor under the
wholly false impression that they have rid themselves of a problem by sending
these people to the penitentiary. Competent pre-sentence investigation will indicate
whether confinement in an inherently punitive penal institution is required, and
make no mistake, it frequently is, or whether society and the individual would be
better benefited by some other disposition of the case.

I also believe that our prisons will become more productive. If inmates of pri-
sons are to become more productive, there must be an expansion of prison industry.
The tax-conscious constituent will demand it; enlightened organized labor and free-
world industry will allow it.

Moreover, in efficiency, in equipment, in adequacy of supervision, and in
quality of products, prison industry will compare favorably with its counterpart in
the free world.

Dr. William Glasser, in his significant work, indicated on the basis of research
that the most important rehabilitative agent in the correctional setting is not the
professional, the psychologist, the sociologist, the teacher, the chaplain, but rather,
the man exerting the greatest influence for good or for evil is the correctional
officer or the guard. In commenting and commenting critically on the report of the
Joint Commission on Correctional Manpower, Sanford Bates, a grand old man in
American corrections, the first director of federal prisons, made a profound obser-
vation. He stated, "The importance of character, resourcefulness, courage, and
reliability is hardly mentioned in the report." I believe that in the future the cri-
tically important rehabilitative role of the correctional officer will be recognized.
Instead of recruiting convict guards, we shall employ men and women of character.
resourcefulness, courage, and reliability, who by precept and example will affect
significantly the motivation and behavior of the imprisoned offender. To attain
this end, however, the restrictions imposed by civil service regulation, political
patronage, and union rules, all of which make a contribution to mediocrity and
inferiority in personnel, must yield.

Finally, higher education will become more involved in corrections. The crea-
tive involvement of the university in the day-to-day operation of the criminal justice
system as it has evidenced itself at Southern Illinois University, at Florida State
University, and at Sam Houston State University will become widespread in nature.
More important, both corrections and higher education will benefit from the in-
volvement.

In 1783, the Legislature was meeting in Connecticut. The sky, which had been
clear, became dark and finally black. Many of the legislators fell on their knees
and began to pray, believing that the end of the world was at hand. A member
moved for adjournmerit. The speaker of the house, a redoubtable soul, announced,
"The world is either coming to an end or it is not. If it is not, we have nothing to
fear; if it is, I choose to be found working. Therefore, let the candles be brought
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forth." In this turbulent period in American correctional history, let our slogan, our
watchword, be "I choose to be found working, let the candles be brought forth."

GOVERNOR HEARNES: Our next speaker I have had some experience with.
I would like to share some of his background with you. He served seven years in
the United States Marines, three during World War II, was seriously wounded and
hospitalized for 13 months. He entered federal service as a correctional officer in
1939. In 1956 he was selected by the National Civil Service League as one 01 the IU
outstanding employees in U.S. government service. He was a warden of man)
federal prisons, finally moving into Washington as Deputy Director of the Bureau
of Prisons.

One special assignment which I think you will find interesting, in 1962 he was
selected by the United States government to plan and effect the secret removal Irom
the Atlanta Penitentiary of Rudolph Abel. convicted Russian spy. He escorted him
to Germany, made the physical exchange of Abel for Francis Powers. the L-2 pilot.
between Berlin and Potsdam. He countersigned President Kennedy's conditional
commutation and released Abel to the Russian officials. In 1963 he planned and
directed the closing of the Alcatraz Prison. He interviewed and reassigned all
prisoners to other federal institutions and closed the prison on March 21. 1963.
On April I, 1965, he undertook the more important assignment of his lite when he
was appointed the Director of Corrections for the State of Missouri. I now present
to you Fred Wilkinson.

MR. FRED WILKINSON: Thank you. Mr. Chairman. I'm not sure about
the importance of that assignment. I have had some interesting experiences since
coming to Missouri, but hopefully we have a reasonably good system now and I
have been very happy during my assignment there. My comments would attempt
to cover what I call the Five C's that are involved in the correctional field: crime,
community. courts, corrections and citizens. I had the same topic once speaking to
a civic club and a doctor said he had a little speech he made that he called the Four
C's that he thought was more scientific. and I think it was. He calls it calories.
cigarettes, cholesterol, and coronary. That is probably more certain than the field
we are in. because we find it quite unscientific in dealing with these troubled people.

Looking at our current crime situation first. and equating it with modern-day
prison problems, there is little wonder that we are going through another of these
periodic crime waves. I am amazed it is not even worse. The dispossessed have
come to cities looking for streets of gold, looking for high-paying jobs in abundance.
and find neither of these things. Utopia hasn't arrived. and here they are in the
cities with no skills and unable to meet the demands of modern-day requirements
for employment. They have to go into marginal areas, and I suppose we should
expect to have even more disorder. crime and problems with them. I he ciues. too,
were not prepared to cope with these people, nor their parents, nor anyone in the en-
vironment. The whole social structure is at odds with them.

Also. we have been faced in the last 10 years with another segment of popula-
tion. a totally different type of people. If we start with about 70 percent of the peo-
ple who come to us because of inability to make it on the outside, the other 30 per-
cent would have to come from what I call the hippie. yippie group. These are the
people who are totally hostile. They are hostile to government. hostile to their
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keepers once they enter the institutions, they want disorder, and they don't want
cleanliness. These people are creating many problems for us. Obviously it includes
the militants and those who simply want to disarrange and disrupt everything that
we have looked forward to and built up in our society.

If we look at the corrections picture, at its make-up, we are dealing with the
unpredictable, uneducated, unskilled individuals who are unable or unwilling to
help themselves. We grope about with continuous research, analyses and programs
devised by experts, and the problem continues to worsen. We don't need more sta-
tistics, generalities or reports from study groups. I think we know the things that
are wrong, we know the situation we arc facing. Our so-called experts in sociology,
curbstone penologists and criminologists have produced many learned essays,
pedantic articles and double talk. But to find actual checks and controls in crime,
the same experts are still threshing around in a milieu of confusion and bewilder-
ment. Up to now, no Salk or Pasteur has found a magical solution. We haven't
found a Moses to lead us out of this wilderness of crime. Casting about for a defense
against criticism flowing from every direction, including the Chief Justice, I might
add, becomes a major preoccupation for those in law enforcement. There is unfor-
tunately a divisiveness brought about by harried police commissioners, penologists
and social workers who tend to blame "some other group" for the situation in which
we find ourselves. We have those who feel that individuals who transgress against
our laws are not at all to blame, but should be excused because of the pressure of
the social forces and the inevitable conflicts that develop in congested, unmanageable
urban areas and uncontrollable cities. An opposing group believes the solution lies
in locking these people up and throwing away the keys.

There is also another problem that enters into our operations, and this is the
courts. There is no doubt that our structured justice system including the courts
must share some of this blame. A system which allocates a disproportionate amount
of judicial time to the techniques of trials, appeals and post-conviction remedies,
and that rewards attorneys with prestige and financial success for achieving intermin-
able delays in the justice system should be held accountable. There is continuous
maneuvering to expand the courts and their staffs and to concentrate on the letter
of the law to delay the hard task of justice. Today, we in corrections spend much
of our time as defendants against harassing lawsuits under the guise of civil rights.
We spend about 30 percent of our time in federal courts these days. This has been
discovered as a convenient way to bypass the state courts and go directly into
federal courts. Naturally, court dockets are overcrowded when such cases are
accepted by the courts. There really seems to be no finality in disposition of
criminal cases.

I recall the story of the two attorneys in partnership who had an interesting
case coming up in a nearby city. At the last moment one of the attorneys couldn't
go, and so he told his partner: "Y ou go on over and try this case, and whatever you
do, keep in touch with me, let me know the minute it's decided." The second night
the partner sent back a wire stating, "Justice has won out." The partner at home
responded, "Appeal at once." At times I think that this story applies to some of the
federally supported lawyers who enter into our cases so much.

Taking a look at crime in general, our communities must be aware that change
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is a mood of our time. Among these changes are the massive increases in the number
of people; the crowded conditions in which they live; the greater mobility of of-
fenders, which is one of our real problems because of the mobility of people now in
criminal pursuits; and the resultant hostility toward government and toward those
charged with law enforcement and maintenance of good order. The beleaguered
citizens demand new laws to solve the problems of crime. Well, the legislators re-
spond and take action. They grind out new laws by the hundreds at every session
of the Legislature. It has been said that we have passed 35 million laws to enforce
the Ten Commandments, and sometimes I think they are just about right. But at
the same time many existing laws have been vitiated, either by edict of the court or
through nonuse. I doubt that we need very many new laws to cope with the crime
picture. We need more action of a different kind. It is just a little bit late to sit on
the lid and pray for someone to lead us out of the wilderness.

If we take a look at the inside of correctional institutions, where I have spent
most of my life, I can think of no greater paradox than the physical situation found
in a prison. Compressed into these small cities, we find a heterogeneous mass of
people who form a fallow field for doctoral dissertations on anthropology. In
eluded are those branded as informers, gangsters, escapists, sex predators, violence-
oriented drug users, pseudo-M uslerns, and those serving interminably long sen-
tences. Tell me, if you can, how you would gain receptivity for rehabilitation from
these long-term prisoners? I recall a prisoner who was serving 199 years in
Alcatraz. I went by and was chatting with him, and he was very much like all
prisoners, they check off every day on the calendar, and so knowing his sentence,
I said, "J irn, you've got 199 years to serve and you are scoring every day off on the
calendar." "Well," he said, "Warden, I may not be able to do it all but I am going
to do as much as I can for you one day at a time." Really, these long sentences
present a very serious problem. In many cases the persons simply are not receptive
to what is offered. And so we have to deal with them rather carefully, hoping that
by one means or another, by intluence of certain members of the staff, they can be
brought around to adjust, as we call it in the institution.

What is a matter of great concern to those of us who run these institutions is
that almost any time you are walking down a long corridor you will meet one that
you wish you could turn loose today. This is the day he should go home because he
is ready now, but if he is retained interminably, then you see him reach a peak in
whatever trade or activity he has participated. And then you see him sliding down
on the other side, when he has 5, 10, or 15 years remaining to serve. It is my per-
sonal view that 5 years should be a maximum sentence for all but about 10 percent
of the people who come into institutions. If we can't do something in 5 years, then
we either don't have an effective program, or he is hopeless to deal with in the
beginning.

In spite of the problems that we face, correctional operations have come a long
way since the stocks and pillories, the striped suits and balls and chains. The fact
that there is only 35 percent recidivism in most state prisons, I think speaks well for
progress that has been made against long odds. With the present day, more relaxed
atmosphere in our institutions. it is readily apparent that progress has been made
against the forces of disinterested citizens and critical media. Looking at some
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new horizons in corrections, and sometimes they look pretty distant to me, gains
have been made in the treatment of offenders that any objective analyst must admit.
I think we are our own best critics, if there is such a thing. As my colleague men-
tioned, we are going through a period of self-evaluation and self-accreditation in
most States today. For example, the exploitation of prisoners for political purposes
or individual gain is nearly nonexistent today. Only two or three States continue to
require that their institutions be self-supporting. Coercive restraints are at a mini-
mum with those confined being encouraged to develop self-initiative. Extraordinary
emphasis has been given to the physical, mental, academic and vocational improve-
ment of prisons. Nearly all States today have fully accredited elementary and high
school curricula that enable their inmates to attain at least a high school diploma,
and college courses are fairly commonplace in most progressive systems. Vocational
rehabilitation in correctional institutions is far superior to the commercially oriented
or federally funded projects on the outside. Availability of medical treatment is
superior to any community that I know of. For example, where could you make a
dental appointment on an hour's notice? Prisoners can. Thus, many things are far
superior to what can be found on the outside.

Briefly, let us look at current and future programs. Some States have induced
reluctant legislators to provide incentive programs such as work release in the com-
munity during the day, furlough periods to reward the better-adjusted inmates, and
to provide opportunities to seek employment on their own. Such programs, inci-
dentally, provide an excellent method to maintain family ties, and I think I'd be
amiss if I didn't advocate at this time an expansion of conjugal visiting. I happen to
favor the matter of furloughs to maintain the family ties, although there are many
operational problems in some of the countries that do have it. Many discourage-
ments have occurred during the pioneering of such programs, but forward progress
continues and will lead to the goal of all correctional administrators to establish
systems in their States that in the Utopian future provide for the elimination of
large institutions, substituting smaller units handling two to three hundred people.

There will be greater expansion of work release community treatment centers,
so-called halfway houses, and even greater use of community and citizen resources.
However, if I had to dispense with all these relatively successful programs except
one, I would say the greatest need is productive work for the hordes of young adults
who come to us, who are totally unmotivated, who do not have a sense of respon-
sibility, don't know the value of a dollar, and when they want something go out and
steal it, and an alarm clock frightens them to death. They simply just wouldn't know
what to do if you told them to set an alarm clock and come to work on Monday
morning. I'm not really too concerned that we teach them a specific trade voca-
tionally that they can carry out and gain employment from on the outside. What
I think is more important, is that we motivate them and habituate them to daily
work and to assuming these responsibilities. I think this is the greatest achievement
we can make before we return them to the community.

Our problem in corrections is dealing with people. In spite of the critics' com-
plaints that correctional institutions are schools of crime, one thing I always bear in
mind is that we start with 100 percent of failures. Every person who comes through
this so-called dead end of the prison has been tried by every resource, the schools, the
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community, society itself, probation and parole, and they all have failed. Finally
he arrives at the institution gate. To the charge that these reformatories and institu-
tions are schools of crime, I take exception. I take exception to Chief Justice
Burger's statements along that line and to many others, and I would like to see them
come in and demonstrate to me that we have armed robberies in the institutions. I
have never seen a supermarket robbed in a penal institution. I have never seen a car
stolen there. I simply have not seen a bank robbed inside. So I take exception to
those who brazenly state that crime is invented inside the institutions. Crime is
invented outside, my friends, and let's keep this in mind. The seeds of hostility and
criminality are planted somewhere along on the outside, not inside. Hopefully, the
future will see these things corrected more frequently on the outside, rather than
relying on the dead end of the prison. For too long our institutions have been
sitting ducks for critics. At least we are moving targets now. We must measure our
success by those who are prepared to accept the responsibility upon release. It is
our responsibility to give you a report of our stewardship. This I have attempted to
do.

Very briefly I'd like to set out several almost mandatory minimum require-
ments, I think, for state systems: (l) adequate compensation with incentive pay at
least equal to other law enforcement agencies, such as police and investigative
services; (2) enactment of interstate compacts on detainers to insure speedy dis-
position of detainers filed against inmates already in confinement; (3) replacement
of antiquated, monolithic prisons by smaller specialized institutions to accommodate
and train youthful offenders; (4) higher release pay for releasees; and (5) full-time
legal counsel on the staff of the Department of Corrections.

There are several things in types of buildings I would enumerate. (I) A diag-
nostic center for classification and assignment of all inmates when received. (2) A
maximum security facility for 15 percent of prisoners who are incorrigible to pro-
gressive programs. This means we can do more for the others when these people
are plucked out. Then we can put our funds, our staff skills and emphasis on the
other more deserving people. (3) Small institutions located near urban centers to
take advantage of university and community resources for inmates who can profit
by these specialized community resources. (4) Specialized treatment centers for
juveniles with emphasis on separating the older, aggressive juveniles from the
younger and weaker delinquents. (5) Special treatment facilities for narcotic
addicts and chronic alcoholics who are not otherwise serious offenders.

Thank you very much.
GOVERNOR HEARNES: Are there questions or comments from the Con-

ference? Governor Peterson of Delaware.
GOVERNOR RUSSELL PETERSON: First of all, as Chairman of our Con-

ference Crime Reduction and Public Safety Committee, I want to commend you
two gentlemen for a fine presentation. I have been looking at our policy statement
which we have prepared for the Governors' Conference, and I find that it is pretty
much in tune with the general philosophy which you have been presenting. I would
like to ask your advice on this question of how we should cope with the uprisings
that occur in our prison systems. We have just had this very serious problem in
New York which was mentioned at the start of our meeting. In our little State of
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Delaware we moved 440 men from an ancient bastille to a modern institution with
a number of buildings where we could classify the inmates quite effectively, and
10 days ago, on September 2, we had a riot in the maximum security unit where the
men took three of the correctional officers and threatened to kill them. The director
of corrections and the warden met with them and they refused to release the cor-
rectional officers. I went to the prison and met with the officers there, and they said
that the longer they waited to move in the more danger there was to the correctional
officers, and so they moved in in force immediately. The three correctional officers
were released, the inmates got a few bruises from the correctional officers as they put
down the riot, but I was wondering what generalizations you might be willing to
make about how to cope with a problem like this.

DR. BETO: Governor, these riots and disturbances usually have a background.
I think the philosophy with which the institutions are run plays a role. If the inmates
know that the administration is running the institutions, there is less likelihood of
having these disturbances. One of my great teachers was Joe Reagan of Illinois.
In my opinion, he was one of the great prison administrators of this Nation, and
Joe Reagan used to tell me there are two kinds of prisons. Either you run them or
the convicts run them. There is no in-between. I think if the administration is run-
ning them and exercises swift and sure discipline that's consistently fair, you can
control these institutions.

Then, too, I don't think that these disturbances should get out of hand. I was
in Austin Friday for a meeting and I happened to see this telecast from Attica on
television. It disturbed me no end to see someone parleying with inmates. I am
opposed to any kind of parley with inmates. I think swiftness in approaching these
problems minimizes them.

You have to have communication with inmates. They have to be able to get to
the top people, not the chaplain or these vocational rehabilitation counsellors,
people who are without authority. They've got to be able to get to the top people and
get an answer yes or no. I think some of my colleagues make a mistake laboring
under the impression you can run prisons or run departments from an office. I don't
think that's possible. You have to have a lot of contact with inmates.

MR. WILKINSON: If I may just add to that, I certainly agree very much with
George, except that I would go even a little further and say that there should be no
bargaining at the point of a gun, and you do not deal with committees, usually self-
appointed, in stressful situations in institutions. We have seen the results of that in
several places during recent years. There simply is no basis whatsoever for sitting
down and talking with the committee at that time. A man is sent to prison to do his
own time and not to represent others, and I simply won't deal with them under those
conditions.

GOVERNOR HEARNES: Governor Ogilvie from Illinois.

GOVERNOR RICHARD B. OGILVIE: Mr. Chairman, I'd like to address
this question to Dr. Beto. I was very interested in some of the comments that Dr.
Beto made about the problems of municipal jails and county jails. I'd be interested
in you or the other gentleman addressing yourself to what I think is one of the great
deficiencies in corrections, and that is that we overlook an opportunity with the
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individual who progresses from a city jailor a county jail in types of crimes to
where he becomes the problem on which we have been spending the major portion
of this discussion today, in a state penitentiary. I am talking about programs in
county jails, working with the prisoners there. I think there is a tendency to take
those things much too lightly, and then what we end up with is the extreme case
that we are confronted with when they get to the penitentiary.

DR. BETO: Governor Ogilvie, I would like to take this opportunity to mention
that former Governor Hughes of New Jersey called me shortly before I came down
here. My speech had already been written and sent so I couldn't change it, but he
asked me to point out to his former colleagues that the American Bar Association,
of which I happen to be a member, is going to attempt to secure your cooperation in
developing national standards for county jails, but that won't be the answer of and
by itself.

I think one of the great contributions of the Johnson Administration was the
President's Crime Commission Report. Unfortunately, it is gathering dust. But
one of the recommendations was the creation of regional jails, which the Omnibus
Crime Bill now is in a position to implement. I believe that the creation of these
regional jails will enable the individual sheriff to have the type of treatment pro-
grams to which you referred in small jails. In our State we have over 250. It is
impossible, in most of them, to have any kind of treatment program. It is just a
custody situation. But with these regional facilities, I think we can do two things.
We can do something for the man who is a misdemeanant or is being held in the
county jail for one reason or another. Then, too, it should obviate the necessity for
the building of any more large state prisons, because many of the people who are now
in your large state prisons could be kept in these regional facilities.

GOVERNOR HEARNES: Governor Gilligan.
GOVERNOR JOHN J. GILLIGAN: Mr. Chairman, I am sure the other

Governors enjoyed and profited from the comments of Dr. Beto and Mr. Wilkinson.
With all their comments about the curbstone penologists and psychologists who
offer aid and assistance, whether or not it is requested, I have taken the liberty of
putting before each of the members of the Conference today an interim report of a
CItizens Task Force that was put in the field in Ohio, which included not only
psychologists and penologists but also judges, sheriffs, police chiefs, even a guard
and a matron from our state institutions, as well as others interested in the field. I
am struck by the fact that the preliminary findings and recommendations of that
report, which you now have before you, correspond almost exactly with the recom-
mendations made by the two experienced experts in the field who spoke here today.
So I think that the combined wisdom of the psychologists, attorneys and others
brought to bear on this may develop the kind of community of understanding of the
problem which is really a necessary precedent to any forthright and successful
action which we as administrators of state machinery may hope to bring about in the
field of criminal reform and corrections.

GOVERNOR HEARNES: Thank you, Governor Gilligan. Governor Bumpers
from Arkansas.

GOVERNOR DALE BUMPERS: I would like to address this question to
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Dr. Beto. We have an awfully high recidivism rate in Arkansas, and we have just
tripled the number of parole officers this year. We did this perhaps under the mis-
taken delusion that this is what Texas has done in order to reduce its recidivism rate.
Do you attribute your very low recidivism rate in Texas to the programs of the
penitentiary, or more to the close supervision of the parolee once he is released?

DR. BETO: Programs of the penitentiary, Governor, rather than parole super-
vision, and I am not critical of parole supervision. I don't have anything to do with
it in our State but it is excellent. I am amazed at the quality and caliber of parole
supervisors. I think that our three-pronged program in our prisons contributes to
rehabilitation. First, discipline. Admittedly our discipline is strict and it is swift and
it is sure and it is severe. But these people come from permissive environments. The
homes exercise no discipline today, it is difficult for schools to exercise discipline.
but we do exercise discipline and habituate them to it.

Secondly, there is a heavy emphasis on work. Everybody who is able-bodied
works and works hard. I agree with Mr. Wilkinson that the type of work is not im-
portant as long as it is constructive work, and everybody works, and he is taught
good working habits.

Finally, there is a heavy emphasis on education. I pointed out that the bulk of
these people are school dropouts, and in this structured prison environment where
the alternative to not going to school is less desirable than going to school. you can
accomplish more in education than you can in the free world. We have run some
studies, and we have found that disproportionately few convicts come back who
have secured a high school diploma in prison. Another study indicated that rarely
does a man come back who has a minimum of 12 semester hours of college work
while he is in prison. And we have 1,400 prisoners in junior college this semester.
I am just as high on academic education, college level, as I am on vocation.

I share some of Mr. Wilkinson's misgivings. I know that today vocational edu-
cation in most States ranks with God, motherhood and the flag, and I'm for it. We
have some sophisticated programs that are run by one of the best junior colleges in
the State, but I think that there is as much rehabilitative value in some of these
academic courses as there is in vocational education. I am disturbed by the fact that
we will train a man as a certified welder or we will spend $1,000 to train him as a
heavy equipment operator at A & M University. And when we turn him loose we
ask him where he wants to work, and the employment commission gets him a job in
that community. He has this skill but he doesn't show up for the job, which indi-
cates to me we failed to touch his motivation, and I think that the discipline is a
contributing factor toward changing motivation.

GOVERNOR HEARNES: Governor Reagan from California.
GOVERNOR RONALD REAGAN: I don't have a question, but this is an

observation on something that wasn't touched on much here today. Like Governor
Gilligan, I have to say we in California are in much agreement with what has been
said here today, and we think we have an enviable record now. Our rehabilitation
includes education. Once they have completed the educational work in prison, it
bears the name of the institution, but they actually get a certificate that says they
have met the educational requirements of the school district, with no mention of the
institution. We have work furlough, we have the marital visit now for prisoners on
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the basis of good behavior and so forth. We have a probation system in which we are
subsidizing the county probation officers for both juveniles and adult prisoners or
convicted men on a 90 percent financing basis, and this is cheaper than keeping
them. The result is we have fewer prisoners in our state prisons than we have had at
any time since 1962. We have cut the recidivism rate in half.

We do have such things as the massacre recently at San Quentin. We know that
we have a higher percentage in the prisons now of the unregenerate violent type
criminal. They aren't surrounded by that other type of prisoner, he is on probation
or parole. In addition there is a new factor. It isn't just the violent criminal who is
causing trouble, such as at San Quentin. Some of the same leaders who stimulated
and advocated the violence on campuses of a few years ago have stated now that they
have moved on from the campus and the prison is their new target, and that they
are going to break down the system by attacking from within the prison. This is
actually a revolution, and their contention now is that prisoners arc all political
prisoners, not criminals. This has caused us in California to start a study, a whole
review of our entire security procedures to meet this new threat.

DR. BETO: And it is a threat, Governor. I am going to make a statement that
my oldest boy tells me never to make publicly, because people say you are paranoid.
But I am persuaded that there is a massive conspiracy in this country against
authority - in prisons, in the armed forces, and you referred to higher education
where it has pretty well been won. But they haven't won it yet in prisons although
they are trying to. The Ford Foundation has funded a program through the
NAACP legal fund, which is separate from the NAACP, to test prison regulations by
means of litigation, and I get the impression they are going into the best prisons,
where the best control is exercised, and harassing us. Mr. Wilkinson talked about
his experiences in federal court. Our Attorney General spends a large pan 01 his
staffs time in defending us on simple harassment suits that arc a part, in my opinion,
of this massive conspiracy, and it grieves me when I see people that are on the federal
payroll participating in this harassment, like VISTA lawyers.

GOVERNOR HEARNES: Governor Smith from Texas.
GOVERNOR PRESTON SMITH: I suppose this question would be directed

to Mr. Wilkinson. Of course, he and Dr. Beto have had many years' experience in
this field. But in your talk, Mr. Wilkinson, did you mention a minimum number or
a maximum number of inmates whereby a prison could best and most efficiently be
operated?

MR. WILKINSON: One has to be practical, and especially a Governor, and
so you pretty much have to utilize the facilities available to you, consistent with tax
funds that are available. I think if we were setting out to design a modern correc-
tional system today in this country we would have no institution that exceeds 600
people, Governor. Desirably they would be smaller. The Scandinavian countries
have facilities for about 100 to 200 and, of course, they have a high degree of success.
As a practical matter, if you had limited funds and you needed to do something now
to replace antiquated facilities, one could go about as high as 900, I would say, and
have a degree of success, sir.

GOVERNOR HEARNES: Are there any other questions? Governor McCall
from Oregon.
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GOVERNOR TOM McCALL: Do either of the speakers have any comment
regarding the Ombudsman system which we have initiated in our maximum security
institution in the Oregon State Penitentiary?

DR. BETO: As I told one of these harassing do-good lawyers one day, Gover-
nor, when she recommended to me that we have an Ombudsman in Texas, 1 told
her I'm the Ombudsman in the prison. If any prisoner has a complaint, he can
write an uncensored letter to me and I will investigate it. I am against it.

GOVERNOR McCALL: Fred, do you have a word on that one, any different
word')

MR. WILKINSON: Well, Tom, you are an old friend, but I am against them,
too. I think you certainly have made great strides in Oregon in certain areas,
particularly I think you have moved into the educational field very productively.
You still have an old penitentiary, which is difficult to operate and has some prob-
lems, but by and large your system certainly has improved since the days when I was
very close to it.

GOVERNOR 'HEARNES: Are there any other questions? The Governor from
Idaho.

GOVERNOR CECIL D. ANDRUS: Mr. Chairman, this is probably directed
at Dr. Beto. In Idaho we have a factory which was constructed in 1963, where we
have taught the inmates how to make license plates. When they are released the only
place that they can really find work is back in the Idaho State Penitentiary because
it is the only place where we make license plates. So we are in this situation of
training rehabilitation that everyone is in agreement on, but it is my opinion that you
haven't helped the man at all unless he can find employment when he comes out.
My question, doctor, can you tell us in this time of high unemployment, even with
our legitimate citizens, what is the most productive method of finding employment
for this man once he has allegedly been rehabilitated?

DR. BETO: We don't have any problem in securing employment in our State
for ex-convicts, Governor. I don't think that our unemployment rate is as high as it
is in some States, but I say publicly, and I have never been controverted, there is no
excuse for the convict leaving the penitentiary saying he can't get a job. The voca-
tional rehabilitation and the employment commission of our State keep large staffs
in our various prisons who do nothing but secure employment or develop programs
for these men when they get out.

I don't agree with you that the making of license plates is necessarily a make-do
type of work. If a man can operate one of those presses or do many of the skills that
are required to manufacture a license plate. he should be able to get a job in a shop.
Again I emphasize it is not the type of work or the skill. it is the work habit that the
man gets. I get a little disenchanted in our own State when some citizen talks about.
"Well, all they do at the penitentiary is make license plates." Actually, of our 15,400
inmates, on any given day there are only about 180 engaged in the manufacture of
license plates. We have about 3,000 engaged in what a do-gooder one day called
stoop labor. We engage in some agriculture, and he was critical of our operation.
He had been down from Washington and evaluated it. I pointed out to him that a
lot of citizens in Texas occupied in stoop labor helped finance that operation. It is
not the type of work. it is the fact that the man works.
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GOVERNOR JACK WILLIAMS: I have one question to direct to each of the
two experts, because this is a very crucial decision this country is going to go through
before long. In the opinion of either of the experts, is it wise to remove capital
punishment in all cases'?

MR. WILKINSON: Some States, notably North Dakota is one, and perhaps
some others, have retained capital punishment for killing a prison officer or a police-
man, in cases like that. I happen to value the life of a confectionary or liquor store
operator as much as I do a prison officer, and so I don't care much for that solution
to it. It happens to be my personal opinion that capital punishment has become
such a farce that it has lost its usefulness, and one can go on interminably to point
out that the New England States have practically never had it, Michigan doesn't
have it, and the incidence of crime certainly is no higher there than it would be in
Chicago. I have talked to many, many prisoners and had to inflict capital punish-
ment in several cases, but I have never heard one say that he gave any thought what-
soever to going to a State that had abolished capital punishment. I think the swift-
ness and certainty of Justice at the bar would be far more important, and I think if
we concentrated our efforts on that it would be more effective for us.

DR. BETO: Governor, I don't wholly agree with Fred. Philosophically I am
committed to a belief in the death penalty. I am disturbed by the inequities involved
in its administration. That doesn't void the philosophic concept that I have. I be-
lieve that if you didn't have it you'd have more killing of guards, and, equally impor-
tant, you'd have more killing of inmates within prisons. If they are going to abolish
it in this country, I think it should be maintained for crimes that are committed
against fellow inmates and against correctional officers. I think the number of kill-
ings within the institutions would increase.

GOVERNOR HEARNES: The Chair would like to inject into this discussion
and say I disagree with you, Dr. Beto, about the special provision when an inmate
or officer is killed. My life is just as precious to me as it is to one who is sworn to
uphold the law or an inmate who is in the penitentiary. On the other hand, I agree
with your first point and disagree with Mr. Wilkinson, my own director, I do believe
in capital punishment, but maybe not as a deterrent as an eye for an eye or a tooth
for a tooth. If they do away with it, then I want them to do away with it all and not
just a part of it. Are there any other questions or comments') Is there any other
business to come before the meeting?

GOVERNOR JOHN BELL WILLIAMS: I move we adjourn until tomorrow
morning.

GOVERNOR HEARNES: Governor Williams of Mississippi moves that this
Conference be adjourned until 9 o'clock tomorrow morning.

GOVERNOR DUNN: I second it.
GOVERNOR HEARNES: The Governor of Tennessee seconds the motion.

Without objection, this meeting is adjourned until 9 o'clock tomorrow morning.
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MORNING SESSION
Tuesday, September 14

GOVERNOR HEARNES: The Tuesday morning session of the Sixty-third
National Governors' Conference is now in order. Ladies and gentlemen, our good
friend and host will chair the first part of this Tuesday morning session. May I
present Governor Luis A. Ferre.

GOVERNOR FERRE: Thank you, Governor Hearnes. I shall take the
privilege of quoting myself today. Yesterday, I referred to the fact that the nations
and the people of the Western Hemisphere have drifted and are continuing to drift
apart, reacting to one another with the feeling that our relationships are distinctly
one-sided. Every time a nation of the Americas is hit by economic, political, or
social crises, we seem either ready to push a panic button, move further away from
an involvement, or commission another fact-finding report. Looking back over the
post-World War II period, the United States has moved from the Good Neighbor
Policy to the promises of the Alliance for Progress, and reached presently an
apparent state of disinterest in Latin American affairs.

It is my conviction that we must be ready at this very moment to establish a
new approach of reciprocity with our friends in the Americas, here represented by
the gentlemen you will meet, emphasizing mutual respect and understanding for the
differences between us and a sincere desire to pool together the intellectual and ma-
terial resources of our Hemisphere for maximum development and fair distribution.

The gulf separating the United States from Latin America is widening. It is an
urgent matter deserving solution, because it disorts and endangers relations between
the United States and its neighbors that should be and must be friendly. The image
of the United States in Latin America, about this there is no doubt, keeps deteriorat-
ing. This is the only conclusion that can be formed when, more than JO years after
the establishment of the noble experiment, which is the Alliance for Progress, and
after expenditure of nearly $9 billion implementing that program, our relations
with Latin America are worse than ever before.

It was stated by Washington officials at the time that a primary objective of the
Alliance was to promote the growth of democratic government, apparently based on
the belief that this was at least as important to the people as economic growth and
prosperity. Yet, as the Chairman of the Senate Inter-American Subcommittee,
Frank Church, has pointed out, when the Alliance was formed, 180,000,000 people
in Latin America were living under civilian government termed "constitutionally
legitimate." Today, and I quote, "One hundred forty million of these people are
living under some form of military dictatorship," according to him. This indicated
trend toward militarism in Latin America is said to underscore the failure of the
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political objective of the Alliance for Progress. The faith that the Kenr:edy Admin-
istration placed in the Alliance for Progress as an effective instrument for bringing
about fundamental change appears to be still another indication of American foreign
policy innocence.

What bothers me more than anything else is that, despite the unselfish foreign
aid contributions made by the United States, the impression is rampant that this
country is the enemy of change in Latin America. Nothing seems to be further from
the truth, even though we tend, from time to time, to go overboard in maintaining a
rigid course that frequently involves us too much and too extensively in the internal
affairs of these other Hemisphere countries.

To this must be added the fact that the United States Congress has often been
unable to resist the temptation to use the aid program, especially in its operations in
Latin America, both as a carrot and stick to reward or punish recipient govern-
ments, depending on how unilaterally we judge their behavior. There has been a
whole series of amendments to legislation restricting aid which, because of their
inflexibility, interfered with the execution of United States diplomacy in the
Americas. The Hickenlooper Amendment was a typical example of this obstinacy
of the Congress. Experience has shown that we gain more friends and better under-
standing if we permit the full impact of free exchange and moderation to take the
place of this much too direct pressure.

The Latin nations in many instances have extensively contributed to the current
uneasiness in our relationships. What is coming to dominate the thinking of Latin
Americans about their position in the world, over and above most everything else,
is their conviction of an unequal relationship with the rich and powerful country of
the Northern Hemisphere. During recent months it has been coffee and the 200-
mile limit that raised their troublesome heads just at a time when the Congress
appeared to be adopting a more conciliatory attitude toward sugar quotas for Latin
America. The international freight conferences have become one of the last redoubts
of colonialism. Venezuela has struck a massive, if curious, blow at the oil com-
panies, and Chile continues on the path of expropriation, supposedly without proper
compensation. In the meantime, such countries as Argentina and Uruguay are
experiencing economic instability accompanied ultimately by political confusion.

I am a strong believer in the concept that foreign investment must assume a
more prominent local participation. Only in this manner can a full adjustment and
assimilation take place, counteracting uncontrolled nationalism and removing the
obstacles that could impede the so much necessary closer integration and coordina-
tion of the Americas. We must take seriously the rising hostility towards the United
States which is spreading throughout Latin America. It does not make sense that
we shuuld be portrayed as holding a whole Hemisphere in a kind of economic
captivity, exploiting its raw materials to feed United States industry while sending
back our finished products at prices not so much affected by international com-
modity prices.

Finally, I am concerned that many young people in the Hemisphere seem to
envision the United States as a nation intoxicated by power, addicted to warfare,
controlled by a military-industrial complex, and determined to preserve the status
quo, that we are against rapid economic and social growth, and even we in Puerto
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Rico, as you saw last Sunday, have part of that. Not overlooked should be the lact
that the United States has become the convenient scapegoat lor lailure and trustra-
tion in Latin America for which we bear little or no responsibility. This country
remains committed to a relationship with Latin America that will be mutually
beneficial. We hope to hear from our visitors what has gone wrong so far, where
we can improve on current programs and policies, and where we may be going in
the future. The fact that the National Governors' Conlerence is devoting an
examination of Inter-American relationships appears to underscore the concern
that we have as a nation to move forward with a growing. viable. and prospering
Hemisphere for all of the inhabitants of the Americas.

We now will have the pleasure of having our distinguished visitors express
themselves on these various points that I have very briefly mentioned in my intro-
ductory remarks. I am very grateful to the Conference of Governors and to the
Chairman for having given this opportunity to the people of Latin America to come
to us, the Governors, and to express in this more intimate group of leaders of
America what their great concerns are and how they suggest we can improve our
relations with the Latin American people. In the first place, we are going to have
the pleasure of hearing from a man who most of you, of course, know very well.
He is Mr. Galo Plaza, who was President of Ecuador. Mr. Galo Plaza has moved
from high places to higher places for some time. Ecuador's distinguished chief
executive has also been an international servant. Now liis involvement is truly
Hemisphere-wide as Secretary General of the Organization of American States.
It is a pleasure for me now to give the floor to Ex-President Galo Plaza.

MR. GALO PLAZA: Thank you, Governor Ferre. for this opportunity to
participate in your discussions of contemporary Inter-American relations. Puerto
Rico is an ideal setting lor this dialogue because it has conserved its Hispanic tradi-
tion and Latin lifestyle, while maintaining a close association with the United States.
It is appropriate that in meeting outside the continental United States the Governors
are discussing an area of growing significance on the world scene. and one with
which United States relations must, of necessity. become increasingly important.
I might mention that more than half the Governors issued official proclamations on
Pan-American Day this year. thereby demonstrating their special concern with
Inter-American relations.

Latin America has demonstrated faster growth and greater economic progress
than any other area of the developing world. Its distinguishing features are growth
and change. at an unprecedented rate.

A generation ago, the population of Latin America was about equal to that of
the United States. Today Latin America has 285 million people. It will have more
than 600 million by the end of the century. The people are predominantly young.
and are better educated, have a higher life expectancy, and nurture more ambitious
aspirations than their parents. It is true that the region's per capita economic
growth rate is now better than 2.5 percent per year, but the great masses of Latin
America's people - perhaps 60 percent of the total population - account for less
than one fourth of all consumption in the area. What is worse, the gap between
the haves and have nots continues to widen, despite the emergence of the new middle
class and the growing national and regional awareness of the pressing need for a
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more equitable distribution of income. These are clearly the ingredients of a con-
tinent in ferment.

It should surprise no one ~ least of all foreign business interests that this
continent in ferment is experiencing an upsurge of economic nationalism. The
Latin American countries need and want foreign capital. but they want to determine
for themselves how it will best serve their development needs. This is simply a
reflection of the countries' increasing political and economic maturity and their
understandable desire to chart their own course without foreign intervention. It is
not an anti-American policy; simply a pro-Latin American policy.

What has been the effect in the United States of recent nationalizations of U.S.
firms in Latin America? Contrary to earlier fears. there has been no mass exodus
of U.S. capital from the region. Most businessmen realize that the nationalizations
are affecting only those investments in areas of vital interest to the countries. and tha t
foreign investments in other sectors are still being encouraged.

One negative response in the United States has been Congressional enactment
of retaliatory measures. such as the Hickenlooper Amendment. which calls for with-
holding U.S. economic assistance from countries that expropriate U.S. firms with-
out making what the United States considers prompt and adequate compensation.
The Hickenlooper Amendment has been criticized in the United States and abroad
as counterproductive and as an inflexible constraint on the conduct of foreign
affairs of the United States.

The Senate version of the Sugar Act now pending in Congress contains a pro-
vision similar to the Hickenlooper Amendment which would reduce sugar quotas
of countries nationalizing U.S. businesses.

Provisions of this type are particularly offensive to Latin America. In fact. it
was a similar provision in the Sugar Act of 194!l that led to the drafting of Article 19
of the Charter of the Organization of American States, which provides that ":\0

State may use or encourage the use of coercive measures of an economic or political
character in order to force the sovereign will of another State and obtain from it
advantages of any kind."

Counteracting to some extent these negative reactions to economic nationalism.
we see a positive tendency toward greater use of multilateral channels lor economic
cooperation. The Latin American countries themselves have come to adopt a much
more unified posture on development issues, through their consultations in the
Special Committee for Latin American Coordination. The United States is granting
an increasing share of its foreign economic assistance through multilateral financial
agencies such as the World Bank and the Inter-American Development Bank.

Within the Organization of American States, the Inter-American Committee
on the Alliance for Progress has been conducting multilateral reviews of the eco-
nomic progress and external financing needs of the Latin American countries for
eight years. Last year the Committee made its first review of the United States,
looking at that country's economic policies affecting Latin America.

New consultation machinery on trade matters within the framework of the
Organization of American States has led to broadening of the proposed U.S. tariff
preference system to include more products of special interest to Latin America.
The consultation machinery has been somewhat less effective in its treatment of
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non-tariff restricnons affecting Latin American exports to the United States,
especially sanitary, labelling, and administrative obstacles. OAS meetings to discuss
quotas on sugar and shoes have given Latin American spokesmen an opportunity
to state their case, but unfortunately have thus far had no perceptible impact on
United States policy.

The multilateral approach of the Organization of American States is by no
means confined to economic matters. Through regional development programs in
education, science and technology, and culture, the Organization is currently pro-
viding opportunities for advanced study and research at more than 200 multi-
national centers throughout Latin America. The programs are only three years old,
but they have already had an appreciable impact on the Latin American intellectual
community.

With similar multilateral financial support, the OAS has reorganized its exten-
sive technical cooperation programs so that they are directly responsive to the na-
tional development plans of the individual Latin American countries. These pro-
grams draw upon experts from throughout the Hemisphere to train professionals
and provide advisory services in accordance with the particular priorities of each
country.

International cooperation for development within the OAS is a relatively new
approach in the 81-year-old Organization, but multilateral cooperation to maintain
the peace and security of the Hemisphere and to resolve international disputes has
been a way of Inter-American life for some time. The principal legal instrument
upon which that solidarity rests is the Rio Treaty, which was invoked most recently
to settle the 1969conflict between El Salvador and Honduras. Meetings of Foreign
Ministers are also held under the terms of the OAS Charter to consider problems of
an urgent nature and of common interest to the American states. It was under this
provision that earlier this year the OAS considered the dispute between Ecuador
and the United States over territorial waters.

The collective trade embargo against Cuba and the suspension of the present
Cuban government's participation in the OAS were also multilateral decisions. Any
modification of those decisions will require similar multilateral action.

The new economic policy announced by the United States government last
month has, understandably, not been well received in Latin America. The surcharge
on imports seems to undercut both the general U.S. commitment toward freer trade
and the specific U.S. commitment to help Latin America expand and diversify its
exports. Simultaneously with the new trade barrier, the United States announced
that it would reduce the already dwindling level of foreign economic assistance by
10 percent.

We must remember that it is not Latin American exports that are causing prob-
lems for the United States. On the contrary, the United States has a trade surplus
with Latin America, which last year amounted to $790 million.

The Latin American countries are in a good position to understand the United
States' current economic problems because they have been trying to solve more
serious economic problems of their own for a long, long time. Nevertheless, it is to
be hoped that the impact of these actions on the region can be minimized or offset
by other forms of cooperation. United States officials are seeking to respond to
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Latin American doubts on this score at a high-level meeting of the OAS inter-
American Economic and Social Council in Panama this week.

Latin America hopes that the present problems will not cause the United States
to forget that its long-term interest lies in cooperating more fully in the development
of the nations to the south.

Latin America is the only area of the developing world that is linked to the
United States by a development-oriented treaty - the Charter of the Organization
of American States. That treaty commits all the Organization's members to a policy
of cooperation for development.

What kind of neighbors does the United States want and need in this shrinking
world? Doesn't it make sense to help narrow the international poverty gap so those
neighbors can become better customers and stronger partners? The multilateral
tools for cooperation are at hand. All we have to do is use them.

GOVERNOR FERRE: We will next be hearing from Dr. Antonio Carrillo
Flores, who, like the previous speaker, also traveled as his country's envoy to Wash-
ington and then became a cabinet officer. His presence was constantly felt in Inter-
American deliberation, and he continues to advance the cause of Hemisphere
solidarity through active involvement in the key issues facing the Americas. It is a
pleasure to introduce my good friend and fellow Honorary Harvard Alumnus,
Dr. Carrillo Flores.

DR. ANTONIO CARRILLO FLORES: Thank you, Governor Ferre. Honor-
able and distinguished Governors: I have been asked to talk for no more than 15
minutes about the political aspects of Inter-American relations. I am happy because,
as I am no longer an official of my government, I can express myself without the
possibility that any mistake that I may commit will reflect on my country or my
government. On the other hand, as a man who for more than 25 years was closely
connected with the handling of Mexican international relations and especially rela-
tions with the United States, I can bear witness to the fact that, after a long history
of conflicts and difficulties (because, undoubtedly, Mexico had problems with the
United States that no other Latin American country has ever had), in 1941 we
started an era of increasing understanding and friendship.

It is an interesting historical question to ask why we were able to settle mailers
as difficult as those having to do with the nationalization of oil, precisely on Novem-
ber 19, 1941, two weeks before the attack on Pearl Harbor. There are some scholars
and historians that even believe that the fact of the imminence of this terrible con-
flict between the United States and Japan had something to do with the attitude of
the U.S. government in making possible an agreement with its neighbor from the
south, because until a few days before, an understanding between Mexico and the
United States looked impossible. I don't know. But the fact is that, beginning in
1941, we have been able to settle through negotiations all the problems we have had
with the United States.

If this meeting had taken place just a month ago, I would have told you "I am a
happy citizen of a country that has no major problem with the United States" Since
August IS, I am not able to say that. As you know, and I don't think that I have to
go very deeply into the subject of the surtax on imports, a decision was taken that
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day that created a serious problem between the United States and Mexico, and with
all the Latin American countries,

The first reflection that I present to you, on the basis of this recent event, is that
sometimes the image of the United States toward Latin America suffers, not because
the United States intentionally wants to do certain things in a certain manner. but
because it simply forgets about us.

1 don't think that the distinguished men who gathered in Camp David on the
weekend of the 14th and 15th of August had in mind the idea to Jeopardize either
Mexico or Latin America. They were considering measures to protect the balance ot
payments of the United States and they simply forgot us. They were thinking 01
Japan and Europe.

Why put on a surtax affecting a country that was exporting to the United States
about two-thirds or perhaps hall of what the United States is exporting to her') We
have been carrying a great deficit in our trade with the United States. Seventy
percent of our commerce is with you. Why - our people ask - punish the imports
of Mexico only because Japan and Western Europe were too stubborn to deal
with') That is one of the points. It is psychological- it is also economic -- but it
is an emotional and psychological point in talking about the relations between the
United States and Latin America.

I belong to a generation that has practically finished its task. :\ ow a new genera-
tion has taken over in my country. The former generation, the generation that was
born at the beginning of the revolution, the generation that didn't sutler some 01 the
very trying and difficult days of 1914 or 1916 believes, because it has had the experi-
ence, that it is possible to deal with the United States and to reach honorable and
fair understandings on any problem, difficult as it may be.

I was very fortunate as Foreign Minister of Mexico to sign, three days bet ore I
left office on November 27 of last year, a treaty in which the United States accepted
the last territorial claim that we had against her on the Ojinaga tract. And I hope
that my friend, the Governor of Texas, won't object to it when this treaty comes
before the United States Senate. It is a perfectly fair treaty. It concluded this last
old controversy and established a system by which, in the future, neither country
will lose an inch of territory because of the movements of the river that you call
Rio Grande and we still call Rio Bravo.

Imention this because Mexico, as a country that has had more problems in the
past, had to develop a technique and a way to deal with the United States. We
learned that there was no other way but to learn to negotiate, to be stubborn
wherever we had to be stubborn, to maintain our principles whenever we thought
that we had to maintain our principles, but at the same time to be flexible whenever
it was absolutely necessary to be t1exible in negotiating with the most powerful
Nation in the world.

Now Latin America is living through a period of perhaps the greatest political,
economic, and social diversity in its 150 years of history. As a Mexican, as I said
before, I can bear witness that after the turmoils of the past we were able to reach a
situation that in many ways is an exemplary one. Based on that experience, I hope
that the United States will, if necessary, reshape its policies toward Latin America.
taking into consideration the fact of political diversity, which I think is an irreversible
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process. In other words, I think that it is absolutely indispensable not to link, not to
associate, friendship between the United States and Latin America with any peculiar
system or capital formation with any peculiar economic or social structure. Don't
be afraid.

I remember I was a youngster in 1925 and 1926 when a \ ery distinguished
Secretary of State of the United States, Mr. Kellogg, said, "Mexico is on tr ia l before
the world." Why') Just because our Congress had passed a law limiting the rights 01

the oil companies from being perpetual rights to being rights that lasted 50 years,
hall a century. And that was considered a very dangerous confiscation! I hat was
considered as putting Mexico on the verge of becoming a Bolshev ik country (be-
cause in those days the word Bolshevik was more used than the word Communist).

We nationalized the oil companies in 193~, but we reached, I repeat. an agree-
ment with the United States In 1941. But that does not mean that after that problem
we have only passed through happy days.

I will mention one sad episode that occurred when I was Secretary of the Trea-
sury of Mexico. One day in September of 1956, I discovered that some kind ot eco-
nomic blockade had been established on us. In the beginning nobody in Washington
could tell me what was happening. Many thought we were tacing the ordinary
bureaucratic delays, until a friend of mine told me, "Look, the reason why all the
loans to Mexico have been stopped is because Mexico has been resisting the signa-
ture on a bilateral air agreement with the United States, and very powerful airline
companies are interested in getting MeXICO to signing this agreement."

At first I couldn't believe it, but I had a friend, who has since passed away, who
was very important in American politics for more than 20 years and was a nominee
of a major party for the Presidency of the United States. He called me and told me,
"Tony, unfortunately it is true and I am amazed. Unless Mexico signs this air agree-
ment, you won't get any loan from any official source." The curious lact was that
this air agreement was a fair agreement to both sides. But the tact that this economic
blockade was established just to make us sign it made the President 01 MeXICO,
Adolfo Ruiz Cortines, furious. And with reason.

Fortunately, the episode had a happy ending. I talked with my Iriends in the
State Department and with the Secretary of the Treasury George Humphrey and
told them: "Mexico will never sign under duress whatever may be the conse-
quences." So the loans were granted and six months later the air agreement was
signed. And. as they say, everything is well that ends well.

But I think that putting this kind of economic pressure on our countries ISnot a
good way to deal with the sensibility of our nations. That is why I am against the
Hickenlooper Amendment. I say again, fortunately, we don't have any problems 01
this kind any more. In Mexico we have convinced our people that. as I used to sa)
when I was ambassador in Washington, it is important lor us to be on good terms
with the social and political groups that support the revolutionary tradition ol
Mexico and, at the same time, with the capital markets ot the world, because we
need sorneurnes to go to those capital markets seeking resources lor our develop-
ment. We finance our progress mainly with our own savings (90 percent), but we
still nave to find the other 10 percent abroad.

I just want to say in concluding that I believe it is time that some pronounce-
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ments, some political patterns, like the so-called Monroe Doctrine, be declared
definitely dead in the Hemisphere. I don't think that the world of today, of 1971, has
anything to do with the world of 1823. I think that the United States should simply
declare that there is no Monroe Doctrine any more, as there is not one regarding
Europe.

As you remember, because you know it better than myself, the Monroe Doc-
trine spoke of the relationship with the Hemisphere. The other was continuing the
advice of President Washington never to interfere in the struggles of Europe.

In 1914 Washington's Monroe-Doctrine-type advice died definitely regarding
Europe. Why is the Monroe Doctrine maintained and still alive in Latin America? I
have no time to develop this idea, I have very discretely been advised that I should
leave this rostrum. Thank you, Mr. Governors. I am very happy to be with you,
and I believe that, as Mexico and the United States have been able, by building
under difficulties of the past, to reach a fruitful and good friendship, the same thing
will be true between the United States and the whole continent. Thank you very
much.

GOVERNOR FERRE: It was a pleasure to hear the fine remarks by Dr. Flores,
and I am sure we are all very happy to have had him here. We now have the plea-
sure of having another distinguished gentleman who has been very prominent in
Latin American affairs. Dr. Alvaro Alsogaray is known all over the world as a man
of principle, who stands solidly behind his beliefs, even if it means to sacrifice long-
set goals and deep-seated desires. As ambassador to Washington, he set a bridge
between Argentina and the United States that advanced the cause of understanding
within the entire Hemisphere. It is a pleasure to bring to this discussion Argentina's
former Minister of Economic Affairs, Alvaro Alsogaray.

DR. ALVARO C. ALSOGARA Y: Mr. Chairman, Honorable Governors,
Honored Guests, Ladies and Gentlemen: Because of my very poor English, let me
read the comments I would like to make.

There are three points which, in my opinion, are of particular interest regarding
the relations between the United States and the Latin American countries. The first
and most important one is the one concerning the economic measures recently
adopted by President Nixon, which require making a decision in a matter of a few
weeks about fundamental matters relative to the international monetary system
and the exchange between the various countries. To that effect, it is of extraordinary
importance not to make any mistake about the diagnosis and it requires having the
courage to face the reality which that diagnosis represents. I am not going to
examine them from the Latin American point of view. It would be irrelevant with
respect to the importance of the problem for the whole world. I am going to make
only a few remarks with respect to the nature of the problem.

The recent difficulties which occurred have forced President Nixon to take
those measures and have launched the world to the verge of a real crisis. These are
the result of failures within the international monetary system, which has been in
effect since 1945, and to the neo-Keynesian policies applied by different govern-
ments that encourage or accept deficit financing as a means to promote development
and attend to certain social aspirations and political necessities. These elements
have caused inflation. This is the real problem. Most of the other problems are re-

58



lated to this. If the West does not face the inflation, they will not be able to prevent
the violent precipitation of that crisis, which already exists but which IS being dis-
guised skillfully.

The measures announced by President Nixon don't solve the problem, but they
are worthy in that they force the consideration of the same. During these years the
international community has postponed and evaded the necessity of taking care of
that problem and that delay has worsened it in such a manner that we are now on the
verge of collapse and faced with the undelayable demand to take very grave deci-
sions. I have noticed a tendency among businessmen, and even statesmen from
North America, to keep thinking like in past years, and they believe that with minor
changes the present problems will soon be solved. I regret not being able to share
that opinion. As soon as the freeze period is over, the United States and the Western
World will be facing very serious problems which are exactly the same as those
which have forced President Nixon to act.

For 25 years I have dealt, by necessity, with the problem of inflation and I know,
through my own experience, how tremendously difficult it is to solve it within the
political and social circumstances of our times. I also know that that problem is
never solved by attacking the consequences, which is what the present measures
are aimed to accomplish. I was required to dig into the causes, and this is what the
United States and the Western countries will have to do under the pressure of recent
events and within a dramatically short period of time.

The second point is that of the political relations between the United States and
Latin America. I believe that the United States can no longer exert its political
influence upon the countries of the Hemisphere in the same traditional manner in
which they used to. I can almost say that they cannot influence them in any manner.
There is a deeply rooted sentiment among the Latin American countries which
makes the people and their governments reject any external interference in their
national problems, particularly if this interference comes from the United States.
Therefore, in order to solve the common problems of these countries we cannot
look any longer for political influence on the part of the United States for any
determined solution. If, instead, it deals with a special problem, such as Communist
takeover within one of these countries, that problem cannot be considered any more
within the frame of bilateral relations, but it falls within the sphere of influence of
permanent confrontation between the world's powers.

This statement permits us to conclude that there exists in Latin America a new
political situation. The silent withdrawal of the United States from that area leaves
a political vacuum which can only be filled by the Latin Americans themselves. In
the final view, I believe this is positive, but it should lead the United States to revise
some of its attitudes with respect to the Southern Hemisphere countries. Mainly,
the problem of economic aid in relation to the political objective should be refrarned.
The United States has made considerable efforts during the past few years to co-
operate economically with the other Hemisphere countries, seeking among other
things - and I don't mean this as criticism - to obtain certain political results.
Their experience has been negative. The failure lies in that, in seeking this political
result, the United States has aided, on many occasions, Latin American govern-
ments, generally demagogue, that fostered inflationary policies that are socialist in
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nature. I use the expression "socialist in nature" to describe those economic
policies which means to follow the road to communism.

Finally, those governments turned against the United States and through their
aforementioned policies they caused grave damage to their own peoples. For exam-
ple, no other country received more aid than the Christian Democratic Party in
Chile when the United States decided to support the example of "Revolution in
Freedom" which that party advocated. They did not foresee that that so-called
"Revolution in Freedom" was nothing but socialistic demagoguery with inf1ation.
The result was that the country was carried to the brim of communism and con-
frontation with the United States. We Latin Americans must take care of our prob-
lems and we have in each one of our countries capable groups ready to face the
responsibilities. But we cannot do this efficiently if the United States continues to
encourage sociological policies in the belief that they are inevitable in the Hemi-
sphere.

Personally, I have never understood why they have proceeded in this manner,
much less have I understood why the United States has accepted on some occasions
a truly "blackmail" policy. The threat of certain Latin American governments of,
"We either get the aid we want or we shall get it from the Communist Bloc" should
never have been accepted, and really there is no reason to accept it in the future. If
the socialist and paralyzing demagogues want to carry out their plans, let them do it
with their own resources and not with those of the United States. Without these
they would fail, and then new and healthy forces would come into being that would
guide our countries toward true economic and social progress. In Argentina I belong
to one of those groups. We are engaged in a head-on struggle against those tenden-
cies which for years have defeated the best possibilities of the country. We are not
asking for help, but we do ask that you don't help our adversaries. The best rule for
this should be that economic cooperation from the United States to the Latin
American countries in the future should be based on an economic criterion and not
on political objectives or a social paternalistic attitude. It is senseless to waste
resources precisely to create enemies.

The third and last point on which I want to comment is closely related to the
one I just mentioned. It deals with Latin American nationalism. This nationalism,
as in the United States, represents deeply rooted ideals capable of producing great
accomplishments. And in that sense this is positive. But in the majority of the Latin
Amencan countries this sentiment of nationalism has been twisted and torn by the
Marxist preachings in its various forms, from the open revolutionary practices in
accordance with the recommendations of the Second Communist Congress of 1920,
to the more subtle, such as statism and bureaucratic socialism. Demagogues, tech-
nocrats, and "useful fools" have been the instruments used to captivate the national-
ist sentiments. Thus, nationalism became associated with the current socialistic and
anti-foreign sentiments. But this is not the only possibility of nationalism. On the
contrary, the true nationalist currents can and must be liberal in the economic sense,
that is to say, they should advocate the market economy and the free enterprise
system.

In Argentina we have started to call this new plan "liberal nationalism," using
the word "liberal" in the European sense and in relation to economic matters.
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Therefore, it is necessary, from the point of view of the United States, to be able to
distinguish in Latin America between socialistic nationalism, on the one part, and
the liberal nationalism, on the other. The first one is xenophobic and anti-American.
The second one looks toward international cooperation based on sound attitudes
and is ready to befriend other countries and particularly the United States. This
difference opens new roads for the United States in its relations with Latin America,
and I am sure that through them we shall find new and positive solutions. You must
not appear as anti-nationalists. On the contrary, you must appear to be encouraging
all the nationalistic efforts directed to liberalize the economies and its exchanges.
Instead of helping men and groups follow the road to serfdom, you can do very, very
much to support those following the road to freedom.

GOVERNOR FERRE: We have had the pleasure of hearing a very illuminat-
ing talk by Dr. Alsogaray. We now will have the response period, and we are very
fortunate, indeed, to have the recent President of Columbia to join in this program,
Mr. Carlos Lleras Restrepo. He has just returned from a two-month FA.O. assign-
ment in Rome. Mr. President, you have the first opportunity to respond to our
discussion so far.

MR. CARLOS LLERAS RESTREPO: Mr. Governor, distinguished members
of this meeting, Ladies and Gentlemen: I have just learned of the subject on which
It IS proposed that I talk this morning. namely, "Does Latin America I-eel ~ eg-
lected by Lack of United States Interest'?" The subject. of course, is rather big. and
my difficulty is compounded by a very poor command of the English language.
Nevertheless. I will try to express clearly and frankly my opinion on this particular
SUbject, and also to say for the information of this meeting some things about my
own experience in relations with the United States over a 12-year period.

Does Latin America feel neglected by the United States'? The answer to this
question depends, of course, very much on the position of the people. The group of
people in Latin America who are really interested in strong cooperation in the
Hemisphere feel that, in certain areas, there has been a great lack of interest, both
in the official sphere and in the public opinion of the United States.

Other sectors, other people, who are very much influenced by this feeling of so-
called anti-imperialism, perhaps don't think in the same manner. Perhaps they
think that there is no lack of interest but, on the contrary, an excess of interest. But,
if we leave aside this distinction between the different positions of the political groups
in Latin America, we have to examine more deeply this problem that will have a great
influence on the future.

One must remember that the countries of this continent created more than 70
years ago the first regional organization in the world, a regional organization that
has been considered a model of other international bodies. This organization
started as a political body, then underwent a good change, and has since experienced
an evolution. It has become a system, not only political, but a system that has eco-
nomic and social ends. That is very fine. The fact that we have created and main-
tained a regional organization for more than 70 years gives to the people of the Latin
American countries what I consider a right to believe that the United States must
devote more attention to the continent than to other areas of the world; and that
the relations between Latin America and the United States must be of a different
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nature from those that the United States, as a world power, must maintain with
other areas of the world.

In tact, it has happened. During the last 30 years - and I have had the chance
to take a part in this process and in this evolution - the Inter-American systems
have created a number of institutions in order to reach certain ideals that were con-
sidered as proper ways for the advancement of the continent. It has not been
reached without effort, without discussions. I often remember, tor instance, the
difficulty that existed in the creation of the Inter-American Bank, but the real tact
is that the Inter-American Bank H'as created, and is a clear demonstration that the
Inter-American system must be considered as a particular organization among all
the international bodies, a particular organization that has, in the first place, a
geographical base. It is the geographical influences that have determined the
creation of this Inter-American system, but also certain community opinion, certain
political ideas.

Latin America, like the United States, has in effect a democratic system, some-
times broken by the action of men, but the forms of the democratic system have
existed from the very beginning of our independent life. It was not only the geo-
graphical aspect but also the political aspect which has caused all of these countries
and the United States to consider that a regional organization was possible in order
to work cooperatively in the creation of a New World, with its particular character-
istics. Of course there are great differences between the United States and the Latin
American countries, differences in origin, differences in the degree of development.
differences in certain institutions, but there are more things in common between the
Latin American countries and the United States than between other areas of the
world and the United States, and it is that fact that we have to emphasize in a meet-
ing like this.

During the long life of the Inter-American system we have seen certain times
when the basis of the system was almost destroyed by lack of understanding. by cer-
tain actions, by intervention in the political life of our countries, or by the lack ot
interest. My friend, Dr. Carrillo Flores, has remembered here the interrelations
between the United States and Mexico. There are other countries in Latin America
that have certain bad memories also, like my own country in the past. 01 course
this has been forgotten and our relationship has assumed a clear character of friend-
ship tor decades already. But, as I told you, this development of the Inter-American
system, this transformation of the Inter-American system to a Judicial and political
body, a body that includes the cooperative effort of all countries of the continent
for reaching certain social and economic ends, has suffered many different alterna-
tives and changes.

There have indeed been certain times when the government of the LJ nited States
has understood clearly this social and economic aspect of the Inter-American system,
that we have to work together for developing our countries, from the economic
point of view, and to create in the continent a different kind of society, a society
more equal, more equitable. The Alliance for Progress has had this particular end.
The real explanation of the Alliance for Progress was to transform -- by the co-
operative effort of all our countries - our society, at the same time increasing the
production and the economic power of Latin America, and creating a more equitable
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society, In this way we have worked, but this spirit has not endured, unfortunately,
for different reasons.

It is these reasons that I want to discuss at this moment, because they originated
in the problems and in the position of the United States, and also in the position ot
the Latin American countries, For instance, if we have, as I have told you, an Inter-
American system, why does one group of the Latin American countries meet without
the presence of the lJ nited States, instead of examining together with the lJ nited
States the problems that can affect the economy of our count ries' This leaves public
opinion in the United States with the impression that we are creating a united front
against a certain policy of the United States, It is not and it has not been the idea of
the governments of the Latin American countries to create this kind of tront against
the United States, I personally believe that it will be most useful to discuss all the
problems as members of the same organization without polarizing on one side the
United States, on the other side the Latin American countries.

We have in common many things, many interests, We have, ot course, also
great differences, but we can discuss and analyze how we can coordinate our actions
in order that measures each country has to adopt at certain times will not adversely
affect the interests of the other countries,

At this time I should like to add a lew comments on subjects that have been dis-
cussed and considered by other members of this group today. The first IS that of the
private investments in Latin America; the second, that of the trade relations in the
continent. I have, unfortunately, only very few minutes to deal with this matter,
and I feel bound to complete in very few sentences my own ideas on these two im-
portant subjects.

I consider that the evolution represented by the Inter-American Bank IS a good
way and that we have to support the financial cooperation ot the lJ nited States
through the Inter-American Bank, Without excluding private investments, the
Inter-American Bank must play in the future a very positive role. With respect to
the trade problem, I have to say that I cannot understand, and I have not under-
stood in the past, how Inter-American trade can follow the same lines as the relation-
ship between the United States and other areas of the world. I am convinced that,
from many aspects, our economic position depends on the United States, the market
of the United States, and I am taking into account the fact that the value of our for-
eign trade is a main factor in the development of our countries, All the measures
taken in the field of trade have to be discussed on a friendly basis between the Latin
American countries and the United States,

I want to finish with these words: Congratulations to the Governor of Puerto
Rico fOI the opportunity he has given to us for expressing certain ideas in very
general terms. This can be the beginning of closer relations and understanding in
the Western Hemisphere,

GOVERNOR FERRE: Now we will have the pleasure of hearing a man who
is an old acquaintance of mine from Brazil, Mr. Roberto Campos, He is head ot
Brazil's Development Bank, ambassador to Washington and Minister of Economic
Coordination, Brazil's current economic muscle and stability are vivid examples of
Roberto Campos' creativity and conceptual theories that have challenged many,
I give you a truly international economist, Roberto Campos,
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MR. ROBERTO DE OLIVEIRA CAMPOS: Governor Ferre, distinguished
Governors, Ladies and Gentlemen: One of your most famous news columnists,
James Reston, said once, if I recall correctly, that there is nothing that the North
Americans will not do for Latin America except read about it. The fact that we
have here present so many Governors, and that you allotted a substantial portion of
your time to listen about Latin America, demonstrates that, if they are not quite
prepared to read about it, at least they are willing to listen about it. The topic that
has been proposed to me is a very ambitious one, economic and financial growth and

. the stability requirements. From my economic experience in Latin America, the
prerequisites for economic and financial stability and growth do not really lie in the
economic sphere; they are more in the political and social fields. The two prere-
quisites seem to be: First, the building of motivation for saving and for accepting
with patience the sacrifices of growth; second, a decent level of political stability.

Latin America is, in fact, now embarked on an ambitious and anguishing
search for motivations. Nationalism is being resorted to as one mode of motivation.
Another is Marxism. Still a third is Populist, and finally there is Democratic De-
velopmentalism, which hinges on democratic planning. The prerequisite of political
stability is a difficult one to determine, and even more difficult to achieve. Clearly
the economic development process, in and of itself, promotes instability by unleash-
ing social changes and transformations, but clearly, again, a minimum level of
political stability, sufficient to assure administrative continuity and to provide
enough horizon for investment planning, is indispensable. When the countries
reach economic maturity and modernity, they are likely to be politically stable, but
the process of modernization is likely to produce instability. These are the horns of
the dilemma.

Let us now review the difficulties of Latin America in accomplishing stability,
which is, in fact, the essence of the art of government. It is the management of con-
flict. There is no great difference between development and developing societies in
the nature of the conflicts they have to solve. First is the political problem, how to
reconcile political stability with personal freedom. Stability requires discipline;
freedom presupposes dissent. Second is the social problem, how to reconcile welfare
and accumulation. Accumulation requires savings; welfare demands consumption.
Investment is needed for development. Distribution is needed for social Justice.
Third is the institutional and organizational problem; how to balance state imple-
mentation by the executive, rule-making by the Legislature, and social arbitration
by the judiciary; and how to organize the mass participation of people in politics.

Those challenges are, indeed, old and can be very simply stated. The solutions
and responses are difficult, complex, and constantly changing. No country has yet
found either an adequate or stable formula for conflict management. All countries
have to be ranked according to the degree of imperfection in this respect. Many of
the developing countries in Africa and Asia are in the very primitive stage of
nation-building. Latin America, most of the Latin American countries, which have
been independent for over 150 years, have transcended this stage, but its problems
are no simpler. There are two difficulties that today's developing countries, and
particularly the Latin American countries, which are very closely integrated with
Western culture, have to face, and which were less intense before.
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The first difficulty comes from the fact that the level of aspirations has increased
through the psychological contamination of Western culture, and the level of toler-
ance and patience has declined. The second difficulty is that demands for popular
participation in political life rise taster than the capacity to organize political insti-
tutions to handle those demands. In most of today's developed societies, including
the United States, the growth of popular participation in politics was gradual, so
that there was time to create and experiment with political institutions. This was
before the age of mass communication and accelerated urbanization. These two
difficulties go a long way to explain the instability of Latin America, but they are, of
course, compounded by more familiar factors - cultural; heterogeneity, which is
most acute in the dual society of Indians versus Europeans, and lack of traditions in
Portugal and Spain.

It is not that those countries do not know or have never practiced democracy.
Several of them in fact, in the past, practiced formal democracy of an elitist type,
democracy for the elite. This was when those elite were more or less homogenous,
but most of the countries in Latin America were not quite successful in absorbing
and organizing mass participation in politics. So there is a constant theoretical
commitment to democracy, and great intermittences in its application. Instead of
classifying those countries south of the border according to the degree of democracy
or levels of development, as it is customary, I shall try to classify them according to
responses to challenges and choice of priorities.

There are clearly three categories of countries. There are, first, those that are
giving priority to fast development and accumulation: Brazil, Mexico, Venezuela,
and Colombia could perhaps be classified in that category. There are. secondly.
those that give priority to income redistribution: Chile, Argentina, and Uruguay
might fit this pattern. There are, finally, those that give priority to a structure of
reform and reorganization of the society: Peru and perhaps Bolivia could be
classified in that category.

It is curious that this selection of priorities cuts across organizational forms.
Within the countries that are concentrating on income redistribution. Argentina is
authoritarian. and now intends to restore full democratic procedures. Chile is
democratic, threatened by radicalization. Uruguay is a democracy challenged by
radicalism of the left and division of the center.

There are those three main approaches: developrnentalism, distribuuvism, and
structuralism. It does not mean that any of those categories concentrate on a single
role. It is simply the fact that development is. at best, an unbalanced process, and
that one of the goals must be emphasized at a time. One of the most anguishing
questions is the compatibility between democracy and development. This relation-
ship is now unique. It varies in the course of time and it varies according to the
nature of the problem. Reconciliation is easier when we have a situation of develop-
ment without inflation. The accommodation is easier because the basic problem is
to increase the size of the pie. If we have the situation of development with inflation,
the problem becomes more difficult. We have to redistribute the pie and, at the
same time, try to increase its size.

The most difficult situation, and where there is a practical incompatibility be-
tween political stability and democracy, is when inflation is associated with
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stagnation. Then you have to redistribute the pie and the pie is static, so that the
society becomes very brittle. Brazil faced this problem in 1964 at the occasion of
the revolution; Argentina in 1966; and now Uruguay is going through the same
anguish. Curiously enough, the United States, for the first time in its existence, is
perhaps experimenting with stopping inflation. It can now perhaps better under-
stand authoritarian relapses in Latin America, since, for instance, the new Presi-
dential package is an authoritarian one, interfering with the price mechanism and
curbing wage demands. The political system is suffering strains, despite the tact that
'inflation is still mild in the United States as compared to Latin America, and the
standards of living are quite high.

If we look at the confused scene in Latin America, we might be tempted to be-
lieve that the Latin American countries are in some ways following Murphy's law:
everything takes longer than expected, nothing is as easy as it looks and a lot can go
wrong, and will go wrong. But let's not be discouraged. I hope in this talk to con-
tribute somewhat to a better understanding by the United States of Latin America,
of the Latin American travail in this century. Exposed to the cross-currents of na-
tionalism, Marxism, developmentalists, in a case of love-hate relationship, some
countries relish too much, transferring the guilt to the United States; as a big and
powerful neighbor, the West bears the burden of guilt. Lest Americans be dis-
couraged by the loneliness of wealth and power, let me console you by saying that
by growing rapidly in the last few years, Brazil, despite being still a poor country and
much less powerful than the United States, is gradually assuming the position of an
ambivalent Big Brother in relation to smaller countries at its boundaries. Despite
our social and cultural affinities with them, Brazil maintains a future share with the
United States, the disadvantages and perhaps some advantages of the Big Brothers,
to be loved and hated, admired and incriminated, wanted and rejected.

A new maturity is clearly needed in the relations between the United States and
Latin America. On the part of the United States, a better understanding of the
cross-currents of nationalism. On the part of Latin America, abandonment of the
comfortable habit of explaining its evils by simply transferring the guilt to the
United States. The West perhaps should abandon some of its cliches that lead to

policy ambiguities. One policy ambiguity is the idea that you should at the same
time pursue social reform and democratic purity. It happens that more often than
not quick reforms can only be made through authoritarian methods. A second
ambiguity is the exhortation that Latin American countries should get resources for
financing development more through trade than through aid. This is a perfectly
valid and acceptable tenet, but it is contradicted by such measures as, for instance,
the recent 10 percent surtax on imported products.

Given the fact, firstly, that the United States does not have a balance of pay-
ments problem with Latin America; second, that the United States has officially
sponsored the granting of general trade preferences to manufacturers of developing
countries; and, third, that the United States proclaims a special relationship with
Latin America, it would stand to reason that Latin America should be exempt from
the surtax. Another valid criticism that can be leveled relates to the recent debate
and discussion on the 200-mile sea limit. There is sometimes a propensity in the
United States to accept general political attrition. One example of that has been
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broached already, the Hickenlooper Amendment, which in practice has not been
applied.

Second, perhaps, is the controversy over sea limits. This controversy seems to
have delayed the approval of the coffee agreement, which is a totally unrelated issue.
I happen to believe that Latin Americans have exaggerated their claims to a larger
sea limit, and at times have failed to differentiate between protection of resources,
which is legitimate, and claims of full sovereignty which could interfere with ship-
ping and their freedom. But, if our claims were somewhat exaggerated, the United
States' reaction was also exaggerated. The action was impulsive and the reactions
inappropriate, particularly in view of the following facts.

First, it was the United States that started the custom of unilateral claims over
the seas by proclaiming in September of 1945, under President Truman, the exclu-
sive right of the country of exploitation of the Continental Shelf; secondly, that
some countries, particularly those in the Pacific, not having Continental Shelves of
any extension, do need a special statute to guarantee the exploitation of sea re-
sources. Those problems, I am sure, can be reconciled and at this moment we need
more rational negotiation than emotional concentration.

Let me finish now by saying that in the cross-currents of diverse motivations,
the Latin Americans are traversing a difficult travail. There are some who feel the
lure of Marxism, while most adhere to democratic types of development. Marxists
promise a blend of cynicism towards the past and Utopianist ideas about the future.
Democracy doesn't promise miracles, but it usually outperforms Marxist welfare
dreams. What we need from the United States is a combination of understanding
about the present and realism about the future. Thank you, sir.

GOVERNOR FERRE: Thank you very much, Mr. Campos.
Now wc have about 10 minutes for the last one of our friends, Dr. Claudio

Veliz, who comes, of course, from Chile. You know Chile now is right in the very
middle of a lot of news, so we will be very happy to hear from Dr. Veliz who is, by
the way, Founder and Director of the Institute of International Studies of Santiago
de Chile.

DR. CLAU DIO VELIZ: Thank you very much, Governor. I feel extremely
grateful to have been invited to address such an important Conference, and I would
like to stress from the very beginning that I am here only representing myself, cer-
tainly not the Chilean government nor even the Institute of International Studies
which I direct. I hope to make it clear that the reason is because, for the past five
months, it has been in the hands of a small group of extremists who seized it, sup-
poscdly to transform it into a front-line trench in the struggle against imperialism.
So, as you can see, we also have our troubles in the University of Chile.

With this very clearly in mind, I must say that I feel very free, indeed, to deal
specifically with the Chilean problem within the general subject that you have
kindly suggested for me, which is nationalism.

Chile, Mr. Chairman, shares with Latin America a centralist tradition of gov-
ernment. It is a tradition which does not include the concept of an equilibrium be-
tween central power and peripheral power. Let me make myself clear. Yesterday,
for instance, we had two explanations, one from Senator Russell Long and one
from Governor Reagan of California, both related to the use of funds, whether by
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the federal government or by the state government. This type of problem is almost
inconceivable generally in the Latin American setting, but especially in Chile. We
do not have this dispersal of power between a center and a periphery.

This phenomenon of a centralist political tradition goes back deep into the
fifteenth, sixteenth, seventeenth centuries, and it is distinctly different from the type
of historical and political traditions which formed the North Atlantic nations. The
reasons for this are complex but, do believe me, they weigh very heavily today in the
contemporary political developments of our region, and especially in the case ot

. Chile.
Let me give you another example to make this point even clearer. Ihe Vice

President of the United States yesterday was explaining the peculiar econorrnc
situation of this country. He told us that five out of six jobs in the United States
are within the private sector. Well, in Chile, three years ago, during the last year of
the Christian Democratic administration, out of the total investment in the country,
73 percent was public investment, and in 1969 Chile was not a socialist country.

So the point I would like to make is that an extension of the public sector in the
Latin American case generally, with exceptions, and in the case of Chile in particular,
is not a departure, but rather has the mark of a continuity. This extension of the pub-
lic sector could be socialist, it could be statist, as some of my colleagues have sug-
gested, but in itself is not enough to brand a country or <w administration this way
or that way.

Moreover, if we look at the history of Latin American countries during this
century, we will see that in every instance when a nation had the opportunity to
rebuild its institutional structure in a revolutionary manner, like in Mexico or Cuba,
one could perhaps add Bolivia with qualifications and Peru; some people would say
Chile, but certainly in the case of Cuba and Mexico once the revolutionary schemes
were implemented - and this is neither good nor bad, by the way, Mr. Chairman, I
am just trying to state a fact - once the revolutionary schemes proceeded to build
anew, without exception the results were single-party systems, highly centralized.

In the case of Mexico, the Partido Revolucionario Institucional is a very
amiable, very pluralistic, a very democratic party, indeed, and nobody could com-
plain or nobody could describe the Mexican situation as one of dictatorship. I
think that would be very unfair. Yet it bears the mark of a single-party system
which almost has to invent its own loyal opposition.

The case of Cuba hardly bears any comment in this respect, yet I would put it
to you that Cuba has a single-party system not so much because it is Communistic
but because it is Latin American.

To return now to Chile, this extension of the public sector in Chile is not as
haphazard or as improvised as it would appear perhaps to some people at first sight.
Before the present regime took over late last year, in fact, during the past decade or
so, the peaks of the Chilean economy, the most efficient entities in the Chilean eco-
nomic structure, were state-autonomous corporations which handled the key sec-
tors of the economy - energy, petroleum, transportation, copper mining, state
banking. For instance, the extension of the public sector into banking has caused
quite a bit of comment of late. Three years ago just one bank, the state bank, not the
central bank but the state bank, controlled over 50 percent of all banking movements.

68



This trend, this very powerful momentum of an historical nature which, I think, is
important in Latin America; the centralist political, bureaucratic, administrative
efficient centralist trend, is something with which we have to live and which in the
present contemporary situation goes with the universal trend.

You may have noticed, Mr. Chairman, that a similar trend toward centralism
is noticeable elsewhere. In this country, for instance, and in Australia, Sweden. and
France. But the countries of the North Atlantic region share a political tradition
which includes an equilibrium between a center and a periphery; it includes a politi-
cal experience of dispersion of power. The contemporary centralist trend, which is
dynarnizcd by administrative and technological developments. goes counter to that
tradition. It clashes with that tradition. You need a lot of adjustment. You actually
have friction between all of the Governors around this table and the federal govern-
ment. It is an amiable friction, indeed, but there it is.

In our case the centralist trend goes with our political tradition. It helps it, it
makes it more dynamic. and, one would hope, more efficient.

So the first point I would like to make this morning, Mr. Chairman, IS that an
extension of the public sector generally in Latin America, specifically in the case of
Chile. does not represent a departure, it is not a novelty. rather it is a continuity, it
has roots which go back into Ferdinand of Aragon and Queen Isabella of Spain and
Charles III, rather than to Marx or Lenin. It is not a new thing; it is a continuity.

The second point I would like to propose has to do with the nature of our
nationalism and nationalism generally. J think that all of us who have grown into
political or academic or institutional awareness during the years of the postwar
have been specifically conditioned to think of internationalism as being related, in
fact, to the marginal results of a cold war situation. Whatever the merits or demerits
of a confrontation between the Soviet Union and the United States, the fact is that
during the I950s at least, there were two great powers facing each other, and the na-
ture of the threat which they faced and which they transmitted to their respective
spheres of influence was such that many nations were willing or resigned to postpone
national aspirations for the sake of a common policy.

Again, Mr. Chairman, J am not going into whether this is good or bad; J think
it is a matter of fact that most of the international or supranational arrangements
associated with the cold war situation - NATO, SEATO, CENTO, the Warsaw
Pact, and the OAS - were conditioned by that very special situation, so the feeling
that we were leaving nationalism behind and, once and for all, we were moving on to
another period, a higher, more complex, more desirable period than the stable,
international anarchy which so many analysts had predicted. was fairly general.
Many people believed in this and thought it a good thing.

If you wish, the tide of the cold war was rising, and as it went up, it covered the
peaks of the national interest of many nations.

Now, Mr. Chairman, the tide of the cold war is receding. It is going down and
has been going down for some years. There are even histories of the cold war; it
is an historical subject. The fact is that, as this high tide recedes. the peaks of na-
tional interest are surfacing because they were not eliminated; they were merely post-
poned. So nationalism is not a Latin American and certainly not a Chilean inven-
tion. It affects everybody all over the world.
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There is more nationalism today in the world, in Africa, in Asia, in Europe, in
the United States, Mr. Chairman, than there has been in this century. The large
empires of the beginning of the century have dissolved into hundreds of nations. So
nationalism is a general trend, a general climate in which, of course, we participate.

According at least to Dr. Arnold T oynbee, the balance of power usually moves
from center to periphery. It flows from a central power to its periphery. Every
central power generates its own challengers in the periphery. So I am certain that
you will not be surprised if you find, in the United States, that your staunch allies of
yesterday are less staunch today, perhaps not rivals, but there is no general support
for the position of the United States as there was during the heyday of the cold war.
So I think that this proliferation of centralism into international affairs affects us all,
but it especially affects smaller, medium-sized nations which find much more room
for maneuvering today than they did before.

The Machiavellian axiom that you cannot go into international politics unless
you have economic power or military power has been considerably attenuated.
Rumania challenges mildly, with decorum, the Soviet Union, but Rumania has no
economic power to back up that challenge, and certainly the Rumanian army is no
match for the Red army. Peru, in a way, has challenged the United States, but not
on the strength of its military power or economic power.

There are other considerations you know very well, Mr. Chairman, which are
responsible for this restoration of fluidity, and the resurgence of nationalism in
which Chile participates.

Lastly, Mr. Chairman, I would like to refer to a word which has been used very
often, indeed, in this Hemisphere and which has almost lost its meaning. I would
like in the case of my country to say that it does have a meaning and it is an impor-
tant word to bear in mind, and that is democracy. Chile has a strong, resilient,
flexible, democratic institutional structure, which is not the result of an improvisa-
tion, which is not the result of expediency, but has grown after many, many years,
many decades, of very patient - and I am weighing my words - sophisticated.
intelligent practice.

Now, it would be invidious to start comparing countries, but let me make a com-
parison which, because of its extreme nature, perhaps will bear some significance.
Professor Hugh Thomas, in his massive History of Contemporary Cuba, suggests
that the revolution in Cuba had little to overthrow. The institutional structure in
Cuba was little else but a facade. There was no solidity there. I would put it to you.
Mr. Chairman, that this is not at all the case in Chile. Our institutional structure is
extremely strong, and it is very resilient, very flexible, and it will not be over-
thrown just like that.

Democratic practice in Chile is not a superficial phenomenon. It is very deeply
ingrained in the nature and the idiosyncracy of the people, and it is reflected in the
institutions.

Vice President Agnew said yesterday that this country, the United States, had in
the past faced grave risks and had risen, thereby, to great heights; that it was
through overcoming these risks that you have become a great nation.

May I use exactly the same concept and apply it to Chile. We do not have a
bucolic, pastoral, idyllic political history. I have read newspaper accounts in which
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we are described as a sort of never, never land where there is never political friction,
no civil war, no nothing. This is not true. We have had our share. We had civil
wars in 1829, 1851, 1859, and, the worst of all, 1891, which was a civil war which
touches me almost directly because my wife's great-uncle, President Balmaceda, lost
his life there. So our democratic institutions were not built overnight, and they have
not been improvised. They have been built over a long period of time, and I put it to
you that they are quite ready to withstand the challenge of change, because change
is coming to Chile now.

Let me make this point, Mr. Chairman. I have read some very interesting
articles in the United States press recently in which, for instance, take one example,
the nationalization of the American copper interests in Chile is described as a con-
fiscation or as an arbitrary act. This is not correct. The nationalization of the 49
remaining percentage interest in the copper mines in Chile was carried through with
the unanimous support of all parties represented in Congress, which most certainly
includes the old conservative and liberal parties now united in the i\ational Party.
The question of change in Chile is not a partisan question. Weare all agreed ~ and
I am an independent citizen, by the way ~ we are all agreed that change must come.

The differences are how you do it within the law. Legality is a most important
thing in Chile, and the present government has not gone over the letter of the law
once. They have perhaps stretched some definitions, this would be a moot point,
but they have not, and I have the feeling or the hope, as you wish, that they are not
going to go over the bounds of what is legally acceptable.

The last consideration, Mr. Chairman ~ my time is running out -- that I
would like to leave with you is that with this background of an extension of the
public sector which is within the centralist historical tradition, with this background
of resurgent nationalism and, in the case of Chile, with this patient, functional at-
tachment to democratic institutions, I think that we are, among other things, moving
away from what I would describe, for want of a better way of doing it, as a vertical
relationship with the United States. Whatever the wishes of this very great nation,
until very recently, it was often the case that every time the President of the United
States, or for that matter perhaps even a Governor of the United States. cleared its
throat. Mr. Chairman, in Latin America everybody started to wonder you know.
what have we done"? Every nme we did something important, the first reaction was,
what does the Washington PUS( say? What does the New York Times say? What
will be the reaction of the United States?

This went together with an almost feverish anti-Americanism which, let me
remind you, was born in the right and not in the left. It become a left-wing phe-
nomenon very recently, during the cold war, possibly. Now this has changed very
much. We are moving away from verticality. We are opening towards the PaL::·:_. we
are opening towards Africa, we want to redefine our relationships with Europe and
certainly with the socialist world.

Believe me, Mr. Chairman, at least in my life I have never seen anti-American-
ism in Chile at such a very low level of importance. It is a non-issue. It is a non-issue,
now, not so much because our nationalism has this or that character, but because
everybody feels committed to a process of change which can only be carried forward
from within.
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The mendicant attitude of having an extended hand, saying, "Help me be what
1 would like to be," is over. 1 am not forgetting our application before Eximbank to
buy a few Boeing planes, which was rejected a few weeks ago. This is part of normal
intercourse between nations and, of course, Eximbank is justified in rejecting it il
they wish, but to complain about this is not to be confused with the mendicant
philosophy which left a stamp of decades of non-development in Latin America.

This is not an apologia for what is happening In Chile, it is just a very frank
attempt to put before you three factors - centralism, nationalism, democracy-
with a rider, this move away from verticality, which, I hope, will help you, Mr.
Chairman, to understand our present situation in Chile. Thank you very much.

GOVERNOR FERRE: Mr. Chairman and fellow Governors, I think we have
heard a very Challenging report that shows that South America is not what many
think, a very uniform area; that there are many differences in Latin America, and
that we have to learn a great deal. One important thing that has been shown to us
is that they can all speak very good English and it may be a good thing if in our
country we started to learn more Spanish.

In the second place, I think it is important that South America and Latin
America in general have begun to have a great deal of hope, and hope is what is
important today in the world. When you have hope there is a chance to really pro-
gress. That hope to have better relations with North America on an equal tooting,
on the basis of equal to equal, has certainly been shown by the different propositions
that have been brought here before us. The last thing that I wish to mention, and
please forgive me for having taken a little longer but we started a little late, is that
we might start making visits to South America like we do to Japan and to other
places, and that might be a good way to learn more about South America. M r.
Chairman, I will give the Conference back to you, after thanking, of course, these
visitors for their very fine talks and presentations today.

GOVERNOR HEARNES: I would like to, Governor Ferre, also on behalf
of the Governors, add my appreciation to the distinguished panel which you have
presented to the National Governors' Conference. 1 don't presume to speak for all
of the Governors on the matters which have been presented by our distinguished
panel. I would say that I wish that we had had some more time so that the Governors
could have responded with the feelings that they may have on some of the issues
which were raised, but again to the panel, I want to say thank you very much for
coming and we enjoyed it. Now 1 would like to go on to the ...

GOVERNOR MANDEL: Mr. Chairman, there have been two resolutions
placed on every Governor's desk. Tomorrow when we take up the policy statements,
we intend to ask that the rules be suspended to allow the introduction of these resolu-
tions as statements of policy.

GOVERNOR HEARNES: Let the record so show.
GOVERNOR JACK WILLIAMS: What are the subjects of these so that we

are sure we have them on our desk?
GOVERNOR MANDEL: One resolution is on agricultural policy, and the

other is a resolution on national economic policy.
GOVERNOR HEARNES: Are there any other announcements? We are going

to go right into a subject which I think is of great interest to all of the Governors,
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and that is no-fault insurance. In order to save time, I will refrain from any elaborate
introductions of the two speakers because I hope that we will have some time avail-
able lor questions by the Governors. I'd like to present first Dr. Herbert Denenberg,
the Commissioner of Insurance of the State of Pennsylvania.

DR. HERBERT DENENBERG: Distinguished Governors, Ladies and Gentle-
men: I, of course, realize that no-fault insurance is a controversial subject, but I will
nevertheless be blunt and tell it as it is or, at least as I see it. I think the facts should
be put on the table.

No-fault is a politician's dream, because it can make virtually everyone in our
society better off, while economically injuring only a small group of trial lawyers, a
small group of insurance companies not prepared for competitive change, and a
small group of ambulance chasers. These groups, even if temporarily unemployed,
are not likely to aggravate your welfare problems, and if these groups become
whipping boys, any cynic can assure you that they are the deserving ones. No-fault
is a politician's dream because it is a so-called complex issue that can be explained to
the public in 30 seconds. The public understands the choice is between lawsuit and
aggravation of the present system, and no-fault with prompt and fair payment of
benefits to all victims of auto accidents, regardless of how the accident happened or
who was at fault.

Senator Long yesterday said that it is the height of idiocy to hire a lawyer to sue
yourself. It is also the height of idiocy to continue a system that requires lawyers and
litigation and legal fees at every turn when there is a good alternative that does not
require lawsuits, litigation and legal fees. What would happen if life insurance and
health insurance and homeowner's insurance were modeled after our present auto-
mobile insurance system? No-fault changes auto insurance from a lawsuit system to
one that does not require lawsuits, one in which claims are generally paid without
litigation, as is now the case with life insurance and health insurance.

No-fault is also a politician's dream because for once there is a clear-cut solution
to a major problem. After facing a whole series of problems that cannot be solved,
at last one problem comes down the pike that can be easily solved to almost every-
one's satisfaction. No-fault is also a politician's dream because it can provide larger,
more liberal benefits, more promptly, more adequately, and more equitably and, at
the same time, lower auto insurance premiums. It can give the public more and
better benefits at lower prices. It raises benefits and also improves their quality by
paying them promptly, automatically, and without regard to how the accident hap-
pened, or who was at fault. It gives the accident victim the certainty of knowing he
will be paid, instead of the uncertainty of our present systerr., It gives the public
what it wants, compensation and fair treatment. instead of what it gets now, aggra-
vation and a lawsuit.

Today the accident victim gets a lottery ticket. He doesn't know if he'll collect,
how much he'll collect, or when he'll collect. No-fault cuts premiums by eliminating
the incredible waste, inefficiency, and expense and complexity that characterize our
present automobile liability insurance system. For every dollar fed into our system
today, only 42 cents in benefits is paid to the injured victim. This means 51\cents of
every dollar gets burned up in expenses and never reaches the victim. First, 40 cents
gets burned up by insurance overhead, including 14 cents in loss adjustment expenses.
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Much of this expense can be eliminated by no-fault. Then another 18 cents gets
burned up by claimants' lawyers and by litigation expense. This expense can also be
drastically cut by no-fault. This leaves only 42 cents, about half of which goes for
pain and suffering loss, leaving only about 21 cents of every dollar for actual out-of-
pocket expenses, such as lost wages and cost of medical care.

No-fault brings about conversion from a complex system, requiring a fight
with someone else's insurance company to a more friendly and efficient system,
similar to our present life and health insurance operations, in which you deal with
your own insurance company. Blue Cross, so often criticized, which has been under
the gun in Pennsylvania to do more to control hospital costs, can deliver 95 cents
in benefits for every dollar of premium collected. Group life and health insurance
can deliver 80 cents or more in benefits for every dollar collected. Workmen's
compensation can deliver 67 cents in benefits. Thus, these systems are up to eight
times as efficient as our automobile bodily injury liability insurance system. Con-
sider the fate of the money actually recovered as the U.S. Department of T ranspor-
tation showed in its study of 220,000 lawsuits. These cases produced $700 million
in fees and expense payments for lawyers, and a like amount for accident victims.
Lawyers, in other words, took exactly half the pot.

Viewed from any angle, it is easy to see how no-fault performs its seeming
miracle. There is so much waste and fat in the system that if it can be eliminated.
even in part, benefits can be increased and premiums cut at the same time. It is no
wonder trial attorneys view no-fault as a hoax. It seems too good to be true. It is
not that no-fault is too good to be true but that the present system is too bad to be
true. The present system is not only fantastically expensive and inefficient, but its
benefits, when and if delivered, are too little and too late. Most of the seriously
injured victims, 55 percent to be exact, recover nothing at all from auto liability
insurance. Those lucky enough to recover get inadequate awards. The totally and
permanently disabled, who are lucky enough to collect from auto liability insur-
ance, suffer losses of about $78,000 but collect, on the average, only $12,556. Thus
they get nothing for pain and suffering and almost a negligible fraction of their
medical expenses and wage loss, and then they have to wait on the average of 16
months for final payment, and even longer in those cases involving the most serious
injury cases.

The least seriously injured do the best. Their claims are paid most promptly
and most adequately. Successful claimants who have less than $500 in economic
loss are likely to recover five times their economic loss from all sources. In addition,
the system discriminates against the least educated and those least able to protect
their legal rights by giving them the smallest recovery in proportion to their losses.

For this virtually worthless protection, we all have to pay sometimes astronomi-
cal premiums, sometimes more than we pay for the car we drive, if we are lucky
enough to be able to get, and keep, our insurance. It would be hard to design a
worse system. It's easy to design a better system. Plans are, in fact, widely available.

We have a solution, and a proven solution, to the automobile insurance fiasco.
No-fault is not a theory, it is a fact, and a highly successful fact at that. No-fault is
working fine right here in Puerto Rico and has been performing to everyone's
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satisfaction since January 1, 1970. The Wall Street Journal, after an on-the-spot
investigation, concluded: "No-fault insurance is working fine in Puerto Rico. After
nearly 17 months of experience, this crowded island finds the controversial coverage
really does deliver as promised: better values for the insurance dollar, better care
for accident victims, faster payment of claims and sharply reduced legal and admin-
istrative costs. But lawyers are grumbling about lost business and some insurance
men are fearing for their jobs." CBS network news only this month concluded a
study of the Puerto Rico plan and reporter Barry Lando reached basically the same
conclusion as the Wall Street Journal. Juan Apantay, Dean of the Business School
of the University of Puerto Rico, and I wrote the Puerto Rico no-fault plan and we
heard all the arguments against no-fault from 1964 to 1970 right here in Puerto Rico
when this law was discussed and debated. Where have all these arguments gone?
They have been refuted and disproven, everyone.

The Massachusetts bill, which is a great pioneering effort, is working fine.
Governor Sargent recently said, "No-fault is succeeding." After six months of sta-
tistics were received he said, 'The figures are better than we dared hope." Claims
and losses are down over 50 percent, and further premium reductions are being
planned for next year. Both the Massachusetts and Florida no-fault laws built in
15 percent premium reductions. This guarantee was conservative in the case of
Massachusetts and may prove to be so in Florida as well. State government has
little choice on no-fault. Here is a ripe and ready issue that is well understood by
Congress. If the States don't act and create a reasonably uniform and adequate
network of no-fault laws, the federal government will act. We have waited over a
half a century for adequate state workmen's compensation laws. We are not likely
to see much watchful waiting on such an explosive issue as auto insurance reform.
And federal no-fault may mean the end of state insurance regulation and loss of
state premium revenue. The States now collect over a billion dollars in premium
taxes each year. Many favor no-fault at the state level because effective decisions of
government should be made as close to the people as possible. Are the state legisla-
tors close to the people or close to the trial lawyers and other special interest groups?
This is the decision which state government must make.

The politics of no-fault makes no-fault inevitable. Politics deals with the art of
the possible. No-fault is a branch of the inevitable. No army of trial lawyers or
lawyer-legislators can withstand the strength of an idea whose time has come. And
no-fault is a classic example of such an idea. The only issue is whether it will be
based on state law or whether it will be mandated by federal law. The only issue is
who will get credit for enacting no-fault. The only issue is who among you will
lead the way with the best no-fault plans. The States must not only enact no-fault
laws promptly, but also enact reasonably adequate and uniform no-fault laws.
Without no-fault, the drain of the present auto insurance system is likely to be
viewed as a dangerous threat to interstate commerce. Even with a checkered,
complex and conflicting pattern of no-fault laws, the way will still be open to federal
preemption and federal takeover. Without some degree of uniformity, a state pattern
of no-fault will prove to be unworkable.

Congress will not be fooled by no-fault bills that do not deliver what the public
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needs and requires. Some States have enacted so-called no-fault plans. Some have
laws which practically bring no change at all to the present system. Others have
watered-down versions of no-fault, but none have gone far enough to realize the full
potential of the no-fault solution. All who have acted have been the pioneers.
They have made important contributions to solving the auto problem. We have
all learned a lot from what they have done, and we have tried to build better plans
on their pioneering work. The no-fault bill must do more than merely provide no-
fault benefits on an optional basis. Minnesota in 1969 and South Dakota in 1971
passed laws requiring that medical expense coverage, disability coverage and acci-
dental death benefits be offered to everyone who purchases an auto liability policy.
These laws merely tack on modest no-fault benefits to the present system. They
apply a thin coat of paint and leave all the problems intact. They were step one but
so early on the evolutionary scale to be almost worthless. Step two was taken by
Delaware and Oregon. These two States require each motorist to carry about
$10,000 in no-fault benefits for medical expenses, loss of earnings and the like.
Delaware also includes no-fault coverage for property damage and requires liability
insurance to be carried as well. What these States have is no-fault with legal fees, as
advocated by trial attorneys. They add benefits without reforming the now dis-
credited fault system. These two States apply a thick coat of paint to the present
system but leave the essential problems intact. We need a new building, not a coat
of paint on a house that is about to collapse.

If no-fault is to get to the heart of our problems, it must treat the twin cancers
of the present system. One cancer is the need to prove fault. The other cancer is
the right to claim damages for pain and suffering as a result of any injury, trivial or
catastrophic. This is the item that provides the profit motive in personal injury
litigation and nurtures the ambulance-chasing racket, a $10 million business in
Philadelphia alone and a $400 million business nationally. These two questions,
who was at fault and the valuation of pain and suffering, have been cited as the lead-
ing causes for disagreement in auto accident cases that go to court, according to a
leading study by a University of Michigan research team. No-fault automobile
insurance is efficient because it largely eliminates the need to determine who was at
fault and the need to evaluate pain and suffering. These are the two items which
create the complex issues lawyers love to fight over and to be paid to determine.
These are the items which make it easy and essential to exaggerate and inflate claims,
and which sometimes encourage phony and fraudulent claims. Pain and suffering
recoveries today merely encourage phony claims and inflate small claims. Pain and
suffering recoveries provide attorneys' fees, but almost nothing to take care of the
accident victim who really needs help. By eliminating the main basis for disagree-
ment we can move to a true no-lawsuit, no-fault plan to compensation rather than
to legal battle.

As the New York Insurance Department concluded, "In general, the highly
abstract standard of liability called 'fault' and the indeterminate measure of damages
called ... 'pain and suffering' offer rich rewards to the claimant who will lie, the
attorney who will chisel and the insurance company who will stall or intimidate."
These are the items which generate the expenses and delays that, in the words of
Daniel Patrick Moynihan, have turned auto accident litigation into the "Twentieth
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Century equivalent of Dickens' Court of Chancery, eating up the pittance of widows
and orphans, a vale from which few return with their respect for justice undimin-
ished."

So we need substantial no-fault benefits and some limitation on the right to sue
for pain and suffering. This brings us to step three, Massachusetts and Florida.
Massachusetts did not provide substantial no-fault benefits, it grants only $2,000 in
such benefits. But it did limit the right to sue for pain and suffering to cases in which
medical expenses exceed $500 and in which there is a defined category of injury such
as a fracture or permanent disfigurement. Florida followed suit but granted more
substantial no-fault benefits than Massachusetts, $5,000 rather than $2,000. It also
increased the amount of medical expenses necessary before a claimant can sue for
pain and suffering from $500 to $1,000. Florida also added property damage, a
change that Massachusetts is now considering. Both of these solutions will work
despite their deficiencies. Neither grant adequate benefits and both encourage
padding bills and unnecessary medical expenses by their monetary threshold which
permits recovery for pain and suffering if medical expenses exceed $500 and $1,000,
respectively. Like these two States, Illinois provides inadequate no-fault benefits.
Total benefits may not exceed $14,180. Illinois also uses a formula to determine
pain and suffering recovery, a multiple of medical expenses. It makes pain and
suffering recovery a more objective measure, but encourages unnecessary medical
expenses even more directly than the Massachusetts-Florida threshold approach.

There is another step which should be considered. This is step four, which fully
attacks the twin cancers of fault and of pain and suffering. This is the approach that
Governor Shapp has proposed in Pennsylvania, that Governor Rockefeller has
proposed in New York, that Senators Hart and Magnuson and Representative Moss
and others have proposed in Congress, that Senator Stevenson has proposed for
the District of Columbia, and that has been proposed in some of the other 25 States
now considering no-fault bills. I think this is also the approach the National Con-
ference of Commissioners on Uniform State Laws will follow. First, adequate bene-
fits are granted. In Pennsylvania, we propose unlimited medical expense benefits
and cover every victim from $1 to $1 million or more. We grant wage loss and loss
of earning power benefits up to $36,000. We grant benefits for other economic loss,
such as expenses incurred in obtaining services for those that the injured person
would have performed for the benefit of himself or his family. Second, pain and
suffering recoveries, under the Pennsylvania bill, are limited to cases involving
death, loss of an eye or bodily member, permanent and total disability or permanent
and partial disability of 70 percent or more, or disfigurement that is permanent and
severe. Similar provisions on pain and suffering are found in the New York and
Minnesota bills, and in the bills now before Congress.

Both the Shapp bill in Pennsylvania and the federal bills cover property
damage. In Pennsylvania, the motorist can elect to insure or self-insure. Under the
federal bill, he has a third option, to insure under a cheaper form of liability insur-
ance that pays only when he can prove someone else was at fault. We guarantee
a 10 percent premium reduction on auto insurance in Pennsylvania. This is a con-
servative estimate. Florida and Massachusetts guaranteed a 15 percent reduction
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by law. The Massachusetts reduction was a conservative one, too. Why not be
conservative initially and look good when the results come in? The premium
savings on no-fault may run from 10 to 40 percent, but they will be insignificant
compared to the human savings made by eliminating the hardship, uncertainty and
abuses of the present system. One thing seems clear at this juncture, and that is that
anticipated savings will vary depending on how far you are willing to go to reform
the present system; or to put it another way, the savings will depend on how much
you compromise to appease the special interest groups, most notably the trial
lawyers.

We have looked at all of the no-fault bills around, like city planners. We have
special constitutional problems, but we feel that our basic approach represents the
best of all possible worlds in Pennsylvania. Perhaps you can look at our bill and
improve it. I would be happy to let you have a go at it. So, you see, there is plenty
of room to maneuver in the no-fault area. New names and faces may quickly appear.
Some, no doubt, will fade, but even those who make initial mistakes may correct
them before others steal the show. The time has come for no-fault. the time has
come for no-fault laws that don't compromise with trial lawyers at the expense of
the auto accident victim. Some trial lawyers will be bitterly opposed to any good no-
fault law. but perhaps their opposition can be explained by a quotation from
H. L. Mencken who said, "Injustice is relatively easy to bear; what stings is justice."
The time has come for justice to the accident victim and the motoring public. The
time has come for reasonably uniform no-fault laws. The time has come for state
government to demonstrate that good, honest competition between the States in
legislating will produce results that will lead the federal government rather than
drag behind it, and at the same time show that state government, which is close to
the people, can also protect their interests.

GOVERNOR HEARNES: Thank you, Dr. Denenberg. When we conclude
with the program and after the next speaker, the f100r will be open for questions ot
either one of them. I guess it has been said many times, there are two sides to every
question. I have some feelings that the next speaker may present a different- version
of no-fault insurance, the past president of the Missouri Bar Association, the past
president of the American Trial Lawyers Association, a greatly admired and greatly
respected member of the bar in the State of Missouri, Mr. Orville W. Richardson.

MR. ORVILLE W. RICHARDSON: Governor Hearnes, Your Excellencies,
Governor Ferre: I understood that the topic for discussion was no-fault insurance,
the pros and the cons, and not the politics of no-fault insurance, the American public
against the American trial lawyers. On my assumption of the topic assigned, I came
here prepared to discuss the serious political and philosophical aspects of these no-
fault plans. with all their extensive and complex social and economic consequences.
By political, I mean politics in the highest Aristotelian sense In what is the best form
of government for the people, and not what would evoke the loudest roar at a Roman
circus. By philosophical, I mean what human values are worth preserving and
nurturing, and not what should be sacrificed in order that wrongdoers can be paid
for economic losses which they refuse voluntarily to insure and protect.

Yesterday afternoon for the first time I obtained and read a copy of Dr. Denen-
berg's paper "The Politics of No-fault Automobile Insurance." He is on record
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against no-fault insurance as long as a year ago. I note, however, that he has not
changed his opinion since yesterday. He has not talked to the topic assigned to us,
but since I propose to do so we will be talking past one another, and not communi-
cating or sharpening the issue for discussion at this Conference. I do not propose,
however entertaining it might be, to enter into a cock fight with the gentleman to
test who has the longest spurs and the sharpest beak. Besides. he has more feathers
to lose than 1 have. In forensic debate, it is a transparent maneuver to pick some
unpopular minority and make it appear that it is on trial and not the basic issue. I
do not intend to fall for that maneuver by defending the trial bar and then be told
that I ought to be discredited, because I am one of the defendants on trial. I am
reminded that half of the Governors at this Conference are lawyers. Our prosecutor
may wish to disqualify them on the ground that they too are defendants under his
indictment. The essence of what I have to say to this. In answer to his politician's
dream, is that I am one of those who still believes that the dream of politicians at
the level of governorship of these 50 States is a great American dream of freedom,
the brotherhood of man and equal justice for all.

If no-fault plans are contrived and thrust upon the people on impossible
promises of premium reductions, for the sake of gaining votes, and that is the fitful
slumber that Dr. Denenberg's hypothesis would induce, then I say that the politi-
cian's dream will become a politician's nightmare, a bad trip. Our time is limited.
You will all be given copies of my paper, and summaries of it. I will try to condense
it and stay within my time since, as our preacher has said, there are no souls saved
after 20 minutes anyway. There are threats at the federal level. There are sticks,
and big ones, being shaken at the States. It is doubtful that these no-fault bills
introduced in Congress were intended for any other purpose than to frighten the
States and insurance companies into action they really do not want to take. One of
the papers published by the Department of Transportation as a part of its study was
written by Professor John Day, formerly special counsel and later a consultant to
the DOT study. On the last page of his paper he bluntly states in one sentence,
"By threatening to assume the regulatory function the federal authority may accom-
plish more than by actually assuming it." In a sense, in responding to a threat, the
Slates have already abandoned the idea of state regulation and have, in fact. made a
federal matter of it, so that the burning issue presented today in every State is
whether it will be coerced by threat of federal action into the enactment of legisla-
tion which some congressmen want enacted, but which may be detrimental to the
public interest.

Addressing myself directly to the subject at hand, I suggest that no-fault insur-
ance is entirely different from no-fault insurance plans. :\0 one opposes voluntary
no-fault insurance. It is available today in the form of accident and health insur-
ance, life insurance, Blue Cross, Blue Shield, in the form of medical pay reimburse-
ment clauses in all automobile insurance policies. Voluntary no-fault insurance is an
entirely different thing than the no-fault insurance plan. 1\ ow, these plans are
innumerable because of the large number of variable factors involved. Each plan
must be considered as an integrated whole, but all of them have two basic ingredi-
ents to which I am opposed.

The first ingredient is that they are compulsory, as opposed to voluntary action.
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Secondly, no-fault plans bar innocent victims from recovering all or a substantial
part of their damages for permanent injury, disfigurement, pain and suffering. I
suggest to you that it is not necessary to make no-fault coverages compulsory. There
are other ways within the existing system to take care of those who need this insur-
ance but who either fail or refuse to carry it, and, besides, if a social problem exists,
then it should be handled through social insurance such as state or federal health
insurance and temporary disability laws.

Compulsory no-fault insurance is defended on the ground that it is needed by a
. small class of people who either are not willing voluntarily to protect themselves
with no-fault insurance, or who are unable to obtain it. This is indeed an extremely
small class of people. Included in this class are the drunken driver, the hot rodders
and traffic violators unable to recover under the fault system, and so thoughtless of
themselves and others as to fail to carry insurance to meet their needs. The vast
majority of people injured in automobile accidents recover under the fault system
either some or all of their economic losses. Those not entitled to damages have
access to private and public insurance of all kinds. Eighty percent of the population
today is covered by one or more forms of private or public no-fault insurance, pay-
ing all or a substantial part of their medical expenses and lost wages or support
resulting from bodily injury or death, and the number of these persons insured and
the types and amounts of coverage are growing by leaps and bounds. In the not too
distant future, I hope, there will be some form of state or national or combined
health insurance, and States other than the six who now have temporary disability
laws will extend that field.

There are indeed, however, a few people who still are not entitled to recover
under the existing fault system. Some of these cases are made up of the 20 percent of
automobiles that are not covered by liability insurance. Only three States have com-
pulsory liability insurance. The insurance companies have blocked every movement
to attempt to put compulsory liability insurance in the other States. Compulsory
liability insurance with a minimum of $25,000 would take care of a large number of
these people who are not paid, the innocent ones who are not paid under the present
system. No-fault catastrophe insurance purchased on a voluntary basis covering
excess losses can be purchased at a cost per family of less than five cents a day. In
short, compulsory first-party insurance is not needed.

Canada and every country in Europe have comprehensive social insurance
plans which supplement no-fault systems. This is the only country, and we have
taken them all in, Canada and Europe, this is the only country in which it has been
proposed that in extended no-fault insurance the innocent victim be deprived of
other rights that he is entitled to receive. Then I say that it would be grossly unjust
and unfair, in any event, to deprive innocent victims of a part of their very real
damages, their noneconomic losses, solely to hold down insurance costs for the sake
of making the payment of no-fault benefits to wrongdoers accountable to the
motoring public, Dr. Denenberg has said that the people want no-fault insurance.
Every public attitude survey, and I include those made by the Department of Trans-
portation, everyone of them has produced a result that most people are satisfied
with the present system and wish to retain pain and suffering as items of damage.
In 1968, the State Farm Insurance Company submitted a questionnaire to more than
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II million policyholders to test their preference as between the fault system, which
compensates for noneconomic losses, pain and suffering, permanent disability, dis-
figurement, and no-fault plans which do not. Over three million responses were
tabulated. Ninety-four percent favored retention of the fault system, and this
finding has been substantiated by other polls and surveys.

Let there be no mistake about the real reason that no-fault planners propose to
eliminate or cut down damages for noneconomic losses. They do so solely be-
cause they feel it is necessary to withdraw benefits from innocent injured people in
order that no-fault benefits can be paid to the guilty as well as to the innocent
traffic victim who has not voluntarily protected himself with private insurance.
They say it cuts premiums. Let's take the Puerto Rican plan. They had $2l5 million
in premiums in the first year and a half, I am given to understand, and $l5 million
paid out, $1.4 million of which went for administrative expenses. Why" Because
they paid nothing. The best plan, the plan of all plans that Dr. Denenberg proposed
to an actuarial society about a year ago, is to pay nothing and thereby reduce the
premiums to zero. Certainly you ought to be able to reduce the premium if you
withdraw benefits, and that is an integral part of all no-fault plans. Shakespeare
said that he scoffs at scholars who never felt a wound. There is no question of the
reality and substantiality of these damages suffered from permanent injury, per-
manent disfigurement, pain and suffering. They represent the dignitary interests of
individuals. Those interests may be all that a poor man has, and though enjoyed
by rich and poor alike, if they go uncompensated for the poor man, you have de-
prived him of everything that he has.

I do not stand for the status quo. There isn't any such thing as a status quo,
anyway. We are always in a process of fluctuation and change. So what do I
stand for') I'd like to give you my own proposals very, very quickly. Prevention of
accidents, taking the drunken driver off the road. He kills half of the 50,000 people
killed every year. Prevention, and not compensation, should be the primary point of
interest. Twenty percent of those who are injured on the highway and who die, die
for lack of emergency medical care. Better automobiles can be made. The no-fault
planners do not tell you that two-thirds of the premium, the automobile premium,
goes to pay for losses other than bodily injury; two-thirds goes for damages in the
comprehensive and the theft; and only one-third of the premium goes for the bodily
injuries which their plans effect. Nine out of every ten claims made to insurance
companies are for property damages and not for bodily injury. The thing that we
need is a less fragile car. We need better bumpers. We need to work on this problem
of reducing the enormous property damage loss that occurs.

Physical and occupational rehabilitation can save damages and lives. These
ought to be preeminent. We ought not go give it away and merely make a handout
for those who are in need because they have not taken care of themselves. The form
of the fault system badly needs reform in many respects. J was on the committee of
the American Bar Association that studied the project and issued a long report.
Compulsory liability insurance, with minimal limit of $25,000, is essential. What
should be done about the incorporation of no-fault insurance into a liability insur-
ance policy? Should it be mandatorily offered, as in Minnesota and South Dakota?
Should it be compulsorily included if it is included? Is it necessary, and J say it is not,
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if you include it compulsorily to then withdraw and limit the general damages that
victims suffer? Here's what has happened in Canada and in European countries.
There are social insurance benefits that are extended to everyone, and these provide
a second layer on the fault system without any alteration whatsoever of the fault
system. It is the solution that has been offered, not on a public basis, but a solution
that has been offered, in part, by Minnesota and South Dakota, and by Oregon
which has now mandated or compulsorily included the no-fault benefit.

So this is the critical issue. Are you going to make insurance companies offer
it to everyone. are you going to compel the inclusion of it? If you compel the inclu-
sion of it, is it necessary, and I say it is not, to go forward and alter the rest of the
system')

I'd like to conclude my address by saying this. No-fault insurance planners
ignore the primary problems of accident prevention, ernergency care and rehabilita-
tion. Their plans remove the deterrent effect of the fault system which would make
people aware of their carelessness. Under the fault system, a feeling and a sense of
individual responsibility remains even if the insurance company foots the bill. For
each driver knows if he is careless his rate may go up and that produces some care
on his part. Maryland's Governor has suggested that if this thing goes too far, that
what every State should consider is a proposal that government enter into the busi-
ness, and if we are to socialize losses in this area, then we should socialize profits.

No-fault insurance plans are nothing but compulsory auto accident insurance,
with all liability for faulty conduct excused, and all responsibility for pain and suffer-
ing wiped out or severely limited. It is good for no one except bad drivers. It re-
moves the deterrent effect of the fault system, it de personalizes the citizen, it strips
him of his dignitary interest and compels him to pay through auto premiums the
bills of wrongdoers who have not voluntarily insured themselves. Worst of ail,
these plans are being proposed at a time when crime rates and juvenile delinquency
rates have risen to such peaks that citizens are afraid to walk the streets at night
even in the outer city. Juveniles cause more than their share of automobile acci-
dents and crime. Part of the reason is the permissive attitude of society. The failure
to teach and live a life of accountability of each individual for his own conduct.

This is no time to tell the youth of this Nation, or anyone else, that the law is no
longer concerned with characterizing conduct as faulty, or holding careless or
criminal wrongdoers responsible for all of the harm they cause. I believe the fault
system rests on the bedrock sense of justice, inherent in the notion that if one is
innocent of wrongdoing, he should not be held accountable for damages to another.
We may have reached a turning point in the notion that it is society and not the in-
dividual which is guilty of lawless conduct. We need a return to, rather than a
further departure from, the notion that individuals should be held accountable for
their own transgressions, but should be freely acquitted of responsibility if they are
innocent of fault.

Lastly, I believe that the individual is the basic, ultimate, important unit in
society; that among his inalienable rights are physical and mental integrity and
freedom from harm, and that the intangible values of life, including freedom from
pain and suffering, and the right to enjoy an uncrippled life, are as valuable as life
itself. The tort system individualizes damages, promises full and lair compensation
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for all damages. I have no objection to social systems which aid all persons in case
of need. I do protest cutting down on the damages payable to innocent victims in
order that wrongdoers can be paid for damages which they might have voluntarily
insured. Thank you for the privilege of addressing this gathering.

GOVERNOR HEARNES: We will now ask for questions and comments from
the various Governors. Governor Sargent asked for recognition, then Governor
Ogilvie, and then the Governor from Utah, Governor Rampton.

GOVERNOR SARGENT: Mr. Chairman, I understood there was going to be
a third formal speaker.

GOVERNOR HEARNES: Mr. Frank Fournier is here as special consultant
or advisor, and he is also eligible for questions but will not make a speech.

GOVERNOR SARGENT: Thank you very much, Mr. Chairman. I would like
to just comment for the record on the basis of our experience in our State. What I
am saying, Mr. Richardson, is not political, I am just speaking on the basis of the
record of what we have compiled in our State as a result of the passage of a limited
no-fault system. Last January Massachusetts became the first State in the Nation
to put a no-fault auto insurance plan into effect. After eight months we know the
plan cuts waste, delay and inequity, and the cost of premiums. Just putting the sys-
tem into effect saved drivers $76 million in premium charges otherwise certain for
1971, but that was only the beginning. Claim costs are down more than 50 percent
for the first half of 1971, and the number of claims has dropped a startling 53 per-
cent, indicating incidentally, that no-fault is reducing fraudulent claims previously
made. Even if average claim costs rise, as more serious and more costly injuries
enter the averages, we will clearly be able to make cuts in premium costs next year
and, in fact, justify rebates of excess profits that companies would earn from pre-
miums paid by our drivers this year.

I filed legislation to guarantee either rebates this year or credits on next year's
auto insurance bills. Costs are cut under no-fault by removal from the system of
two so-called benefits the public neither needed or wanted, duplicate payments for
single losses, and so-called pain and suffering payments for minor, sometimes very
trivial injuries. Sacrificing these items in return for lower costs and quicker and
certain payment, minus a snarl of legal red tape, is what no-fault is really alI about.
I think personally that the delay has been the big problem in our State. If a person
had an accident, he would wait one year or two years or even three years before
there would be a settlement. Today there is no delay at all.

Yes, it did take four years to win passage of no-fault in Massachusetts because
the roadblocks were financial and also emotional ties to the old system, and because
of a climate of fear created by insurance companies' threats to leave the State if I
signed the bill into law. There were ads in the papers saying they would leave, there
were all kinds of statements made, but they didn't leave and, as a matter of fact, they
are making more money as a result of the changes than before. But I did sign the
bill. The companies are still there, and every Massachusetts policy is a no-fault
policy costing less. We have proved that no-fault is the way of the future and now
we are working to extend it to property damage coverage in our State. Our host
Territory has proved the success of no-fault right here in Puerto Rico, and now
Florida, Delaware and Illinois are on the same road.
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I applaud personally this state-by-state design and operation of plans based on
the no-fault concept. We are ready to share our experience with any other State,
and we'll be watching with interest the performance of no-fault in these States em-
bracing it, because despite our pride in the no-fault record in Massachusetts, all the
States have more to do to produce even greater auto insurance reform and to guar-
antee to our people that loss from an auto accident will be compensated quickly,
fairly, and at the least possible cost. I just hope that the record in Massachusetts
may be of some use to the other States as they are considering this. I don't say that
our performance is perfect. I don't say that our law is perfect, but I say that we have
made a start, an important start. We have made savings and we are cutting time in
terms of court actions.

GOVERNOR HEARNES: Thank you, Governor Sargent. Governor Ogilvie.
GOVERNOR OGILVIE: Mr. Chairman, members of the Conference: Virtu-

ally everything which we have heard here this morning supports the need for reform
in the system of auto reparations. Now the key question is what should be done
and who should do it. I believe that reform should be at a state level, that the reform
should be workable, should be meaningful, and it has to be responsive to the prob-
lems. The regulation of insurance has historically been a state responsibility.
Moreover, several States have, as stated here this morning, moved vigorously to
meet the challenge of no-fault. In order to obtain that reform we have to develop a
realistic and a practical approach which is evolutionary. I emphasize evolutionary.
It can be implemented successfully. It should be a program which seeks to correct
deficiencies in the system rather than one which eliminates the system and replaces
it with another. It should be one which can be improved promptly as additional
changes and needs become obvious, as experience is accumulated, as it has been in
Massachusetts, and its successes and failures are monitored to determine the appro-
priate provisions.

I think something that we Governors understand better than anybody else in
this room is that any plan must offer a reasonable possibility of obtaining passage
through as wide an acceptance as possible. Oregon, Delaware, Florida, Massachu-
setts, and others are to be complimented for their efforts and not ridiculed by those
who have yet to enact action programs. Progress demands a first step, as well as a
second and third, and even a fifth, sixth and seventh. The States have taken steps
and they undoubtedly will take more. We in Illinois have embarked on what we
believe is a tremendously important program. This Illinois plan was developed
after nine months by the Illinois Department of Insurance, was introduced in our
Legislature last April, and passed in June by both houses of our Illinois General
Assembly. It received the greatest range of bipartisan support, and more impor-
tantly, it received the almost unanimous support of all the communications media, of
consumers, of the industry and, yes, members of the Bar.

The plan we have developed, the so-called Illinois plan, provides an equitable
program for reform with respect to the deficiencies and the criticisms made of the
present auto reparations program. Our plan requires our Illinois auto insurers to
promptly pay every 30 days, without regard to fault, up to $2,000 in medical benefits
covering the span of one year, up to 85 percent of wage losses to a maximum of
$150 a week for a period of one year, $4,000 for reimbursement of essential services
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to all victims, including pedestrians. Our studies of claims in Illinois demonstrate,
and I would ask you to pay particular attention to this, 99 percent of the injured
victims of automobile accidents have under $2,000 in medical expenses. 99.8 per-
cent of injured victims have less than $7,800 in wage losses. Thus the Illinois plan
would provide broad and comprehensive no-fault first-party coverages for an ex-
tremely large majority of injured Illinois victims. The plan does not end there; it
provides that all insurers must also offer an additional aggregate of $50,000 of
coverage as no-fault excess insurance. This excess coverage would extend medical
benefits to $50,000, and the wage loss benefits and service loss benefits for an addi-
tional five years. It also would add a dependent survivor's benefit for a period of
five years.

Our approach in this area is unique. The excess loss coverage can be purchased
instead of the currently mandatory uninsured motorist coverage. The contrast is
dramatic. The uninsured motorist coverage, which all Illinois motorists must now
purchase, pays up to $10,000. However, this is paid only in the event that he is
injured by an uninsured motorist, and then only in the event the uninsured motorist
would otherwise be liable. The excess coverage which we are substituting for this
would pay up to $100,000 per accident for every injury incurred, whether it was
caused by an uninsured motorist or not, and whether there was liability on the part
of the uninsured motorist or not.

In spite of these accomplishments within the plan, the plan does not deprive
any person of his present right to sue. Apparently now, due to the prompt payment
of economic losses, both the need and the reason to sue are dramatically reduced, if
not eliminated in the vast majority of cases. Further, the incentive to sue, to exag-
gerate and to fraudulently concoct claims on the part of claimants and attorneys is
lost through a statutory limitation on the amount of pain and suffering award
which can be obtained in those cases where there is no serious injury or perman-
ency. Mr. Chairman, this plan meets and demonstrates deficiencies in the old
system, while eliminating waste and promptly returning the savings to the policy-
holders. It deals with a remedy for the deficiencies in the system rather than
abandoning or seriously and irreversibly altering that system. Part of our plan lies
in its ability to offer remedies without depriving an individual of his long-standing
rights. If we remove the need to sue, we do not have to eliminate or drastically alter
the right to sue. Starting with this flexibility, we do not become irreversibly com-
mitted to the abandonment of the basically sound and just system, the system of
justice through the right to a trial, a basic American right.

I might say here, too, that I am not going to be buffaloed or scared by these
threats that the federal government is going to take over. They aren't going to do it
if we don't want them to. Even more significant and dramatic is the fact that all of
the remedies, together with the preservation of rights, can be effectively and
economically accomplished. Our plan, which research studies demonstrate, will
stabilize and I think perhaps even decrease our insurance rates as Massachusetts has
already proven. We did not use the threshold approach of saying you could not sue
in nonpermanent disability cases, but we achieve the same effect and I think perhaps
a better one. Under our recovery limitations a person with a thousand dollars of
medical may only recover a modest maximum in general damages, while a threshold
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would permit him the same unlimited jackpot recovery that he can obtain today.
In lliinois the recovery for general damages in minor cases can never exceed an
amount equal to 50 percent of the first $500 in medical and 100 percent of the bal-
ance, regardless of the amount of the medical bills.

My friends, I would encourage you to review this approach. You have been
provided with a folder which gives a very detailed explanation and analysis of the
law that will take effect in our State January I. It has been made available and I ask
you to take a close look at it. It works. It is going to result, in my opinion, in sub-
stantial savings, and it does not require that we eliminate the tort rights of our
citizens. 1 tell you we are fooling with something pretty basic when we do that.

GOVERNOR HEARNES: Thank you, Governor Ogilvie. Now the Governor
from Utah.

GOVERNOR CALVIN L. RAMPTON: I would like to say first that I am very
interested in no-fault insurance and intend to appoint a committee very shortly to

make a report back to me and the Legislature on it, but I don't like to do this under
threat of federal intervention such as Dr. Denenberg has posed. What I would like
to ask of both speakers is this. Do they really feel that the requisite constitutional
power would exist for Congress to come into a State and mandate what type of in-
surance should be offered, or is this just a threat that's been thrown out on the
theory that Congress can do anything they like to do?

DR. DEN EN BERG: First of all, I should make it clear that I'm not threatening
anything. I do feel that Congress is threatening to pass no-fault legislation and that's
what I was trying to say in my speech. I don't think there is much argument that
Congress has power to legislate anything it wants in regard to insurance and in
regard to interstate commerce, and I think there is more than enough power for
Congress to act if it wants, and there may well be federal law no matter what the
States happen to do. I think there are many people in Congress who not only
think no-fault is sound, but they feel there will never be a decent national system
unless Congress acts.

GOVERNOR RAMPTON: I would be inclined to agree with you that the
Congress does have the power to regulate companies doing business in interstate
commerce although, I believe, the Eighty-first Congress turned that back to the
Stales. But do you really believe they can go beyond that, in addition to regulating
them, and say within an individual State you must offer this and you may not offer
anything else? I'd like to hear Mr. Richardson on that. I think maybe his opinion
might be more authontative than Dr. Denenberg's.

MR. RICHARDSON: I'm sorry, Governor, it's not. There are a number of
people who do believe that Congress can legislate in this field and pass such bills as
have been proposed. There are a number of others who believe that it cannot do so.
The question is mixed; it will be determined, of course, by the United States
Supreme Court. The question may finally revolve upon the point of how far the
federal legislation goes to deprive people of the right of jury trial, and the right of
the equal protection of the laws and due process of law. So I have no particular
notion about that.

I do say and call your attention to the fact, however, that the federal govern-
ment has on many occasions passed legislation regulating federal highways, and has
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attached conditions to the grant of federal funds which have an indirect coercive
effect. They say if you don't want our money, you go ahead and do what you want.
This is the form of economic compulsion that may finally induce States to take
action which the federal government would not take or may not constitutionally
take.

GOVERNOR HEARNES: The Governor from Pennsylvania has asked lor
recognition, then the Governor from Puerto Rico, then the Governor trom Virginia,
and then we'll go on from there, mindful that lunch is awaiting, and I would also
like to ask that the Governors who desire to make statements keep them brief so
that those who desire to ask questions will be given that opportunity. The Governor
from Pennsylvania.

GOVERNOR MILTON J. SHAPP: j am interested in Pennsylvania in no-
fault insurance because of two factors. First, we are very much concerned about the
problems of auto insurance, the accidents and the cost, and we feel that the program
we have under way in Pennsylvania is going to be a major benefit to the people. iI1

not only lowering premium costs but also to ensure more prompt payment when
they are injured. There is another reason that hasn't been stressed and I would
like to ask Governor Sargent of Massachusetts what his experience has been in the
court situation. At the present time, over one-sixth of the court cases we have in
Pennsylvania deal with automobile accidents, and 72 percent of all civil cases in
Philadelphia involve automobile accidents. Our courts are jammed. It takes tour.
five or six years to get many of these cases through, and we feel that by going to a
system of no-fault insurance possibly we can greatly relieve the backlog that we have
111 our court system, and I was wondering, Frank, what your experience has been in
Massachusetts in this regard.

GOVERNOR SARGENT: Well, of course, once the backlog of cases that
built up over the past few years has gone by, the load in the courts will be reduced
even more than it has been, but already we find that in two months' time this year
we have had settlements that would have taken the previous carrier nine months to
settle. I think the case load in the courts has been very markedly reduced, but will
be even more so once that backlog has been disposed of.

GOVERNOR HEARNES: The Governor from Puerto Rico.
GOVERNOR FERRE: Mr. Chairman, Puerto Rico's no-tault automobile

compensation system has worked for the benefit of the victim, of the insured and of
the insurance companies. It promotes basic protection for prompt and efficient
benefits. It is compulsory and government administered. It emphasizes socially
adequate benefits rather than individual equity. It does not require underwriting
policy issuance, billing or collection of premiums. Premiums are collected at the
urue the license plate is renewed, $35 each.

At the same time that it guarantees basic benefits for disability, dismember-
ment, death, funeral and unlimited medical expenses, it leaves the tort-feasor liable
to judicial action, if economic loss exceeds the $1,000 to $2,000 threshold. with
privately provided liability insurance complementing the basic plan. Our experi-
ence has been used by several States and other countries. We teel it is our responsi-
bibty to share our expertise as well as our two years' experience, tor which at this
time we repeat our offer of assistance to each and everyone of you.
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GOVERNOR HEARNES: The Governor from Virginia.
GOVERNOR LINWOOD HOLTON: I'd like to ask Mr. Richardson whether

his organization has any tangible suggestion that might result in reduced premiums.
The experience from these no-fault States is that premiums are reduced. I'm not
worried about pressure from what might happen in Congress, but I am worried
about the pressure at home where the rates under the present system keep going up.
The insurance companies threaten to stop doing business in Virginia unless we
increase the rates even more, and the people want the rates reduced. It is no answer
to say cut the accidents and maintain better safety on the highways. That is, ot
course, a very noble suggestion. We have made progress in that area, but we have
not reduced the rates. They are still going up. All of us are going to have to turn to
something like the no-fault unless you folks who are working on it all the time can
come up with something that will reduce or hold the rates. Do you have anything?

MR. RICHARDSON: I personally believe that the mandatory offering ot
basic no-fault benefits in a modest amount, such as has been proposed and is now in
effect in Minnesota and South Dakota, will accomplish the purpose, or that com-
pulsory basic coverage will accomplish the result, plus a number of other things.
There is no magic solution. The Massachusetts plan, with all respect to the great
Governor of Massachusetts, is not a solution, a final and complete solution. It is a
very complex and complicated thing. I do not stand here representing any particular
organization, incidentally. I was asked to come here as an individual and I have
spoken my own mind, but this I do promise you, that you present a challenge in that
question, you have a challenge to the bar of at least two or three organizations to
which I belong, and you are entitled to a straightforward reply that will be given to
you in writing within the next 10 days. I promise you that, and to every other
Governor at this Conference.

GOVERNOR HOLTON: Thank you.
GOVERNOR HEARNES: The Governor from Nebraska.
GOVERNOR J. JAMES EXON: Mr. Chairman, I'd like to direct this question

to Dr. Denenberg. During his speech he indicated that he lelt those individuals who
were injured were not receiving nearly enough compensation, and yet we have
heard testimony here today that where this has been enacted we have guaranteed in
some cases a reduction of rates. That seems, on the face of it, inconsistent to me.
unless you are saying that we are making all of the savings from the lee that would
normally go to the attorneys. Is that inconsistent, Dr. Denenberg, on the tace of it
and, if not, would you please explain to me why it is not?

DR. DENENBERG: I think the savings from no-fault are very persuasive. It
is more than the fees of the attorneys who are taking about one-half ot the recoveries
in lawsuits. The system becomes much simpler. You don't have to go through the
whole routine of delay, of negotiation, of argument over pain and suftering and
argument over fault. That's why Blue Cross in Philadelphia can return 97 cents on
the dollar and auto liability insurance can only return 42 cents, so you are really
doing two things with a good no-fault law. First of all, you are cutting out a lot of the
unnecessary expenses. You are simplifying the system which, incidentally, makes it
conducive to group coverage. We can sell group health insurance much cheaper
than individual insurance. It has been estimated that we can save 10 to 25 percent
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as a result of having a contract that can be marketed on a group basis. This is why
the savings can run as much as JO to 40 percent. So there is not only enough money
to be saved to lower premiums, but there is enough money to be saved to pay every-
one benefits because it is not going to be burned up in expensive processes. I can
assure you that you can save money with a no-fault program. Virtually every actu-
arial study of the no-fault plans in various States has indicated that there are great
potential savings.

It was indicated by Mr. Richardson that the Puerto Rico no-tault law is build-
ing up this big surplus. I can tell you the reason why it is building up the surplus.
When we debated no-fault down here, the trial attorneys and the insurance com-
panies told the legislators that this is a miracle, it can't deliver more benefits at lower
prices, it is going to break the island. They claimed it would cost over $40 million
to finance these benefits. Actually it has cost much less than one-halt to do it, so
now Puerto Rico has so much money that they are going to greatly raise their
benefits, provide better benefits and these are still going to come in at a lower cost.

GOVERNOR HEARNES: The Governor from Rhode Island and then the
Governor from Maryland.

GOVERNOR FRANK LICHT: I'd like to ask Mr. Richardson if he concedes
the fact, under a no-fault system, that the premiums will and can be reduced, aside
from the philosophical and political discussion that was a part ot his address, and
I want to commend him for that. We are confronted as Governors ot the respective
States with the very serious problem of rising costs of premiums, and if we take all
those objectives away and just go to the heart of the question ot dollars, do you
concede that for the same things under no-fault it would cost less to the insurer'!

MR. RICHARDSON: No, I do not. The cost or the premium that is con-
cerned in any no-fault insurance plan depends upon the benefits that are delivered.
For example, the American Insurance Association proposed a plan tor unlimited
payment of benefits of numerous kinds and cut out all recovery ot pain and suffer-
ing, it was a pure accident and health plan. They issued statements that this would
save about 19 percent of the average premium paid on automobile insurance. The
two other large trade associations, that includes Allstate, State Farm and the rest of
them, made a study of the AlA plan and pointed out serious actuarial error and
came up with figures that it would cost 29 percent more. In other words, as I said,
whether or not a premium can be reduced depends upon how much you give in the
form of no-fault, whether it is extensive and out of reach or whether they are
limited, and it also depends on how much you take away from the innocent victim
by way of the pain and suffering. So it all depends upon what kind of a system you
have and also how it is integrated into the other systems of private insurance, the
collateral source rules that you use, the subrogations that you use. It is a very
complicated situation. I trust I have been able to answer your question.

GOVERNOR LICHT: No, I don't think you have answered my question. I'd
like to pursue it. If you take away the costs of litigation, if you take away the delay
involved, and if you take away the cost of administration, doesn't It stand to reason
that for the same benefits the premium would be less'! In other words, I am not
suggesting an" all-inclusive plan. I am saying if we take, for example, the Massa-
chusetts plan, does it stand to reason that for the same things that Massachusetts
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can give under no-fault, the cost would be less than it would be, for example, if you
didn't have no-fault?

MR. RICHARDSON: I think the great Governor of Massachusetts would
like to see more evidence concerning the final outcome of the question. I think it
has already been pretty well demonstrated that because of the benefits withdrawn
and other things that have gone on in Massachusetts, there would be some reduc-
tion in premium. In fact, so much so that I should think the people of Massachusetts
might well indeed want a restoration of the pain and suffering and other benefits
that are taken away from them, which would not significantly increase the pre-
mium. I might add just one other little thought, and- that is that an independent
Associated Press survey recently published has indicated that the people of Massa-
chusetts, at least some of them, are bitterly disillusioned with the no-fault plan
and are very, very dissatisfied with it. I don't believe that that is a comprehensive
poll. but that is the poll that was pubiished in the newspaper recently.

GOVERNOR HEARNES: The Governor of Maryland.
GOVERNOR MANDEL: I'd like to ask both of the gentlemen a question.

The problem that we seem to have in our State, and that the public is more con-
cerned with, is the arbitrary cancellation of insurance and the failure to retain your
insurance and get it renewed once you have it. How does no-fault affect that situa-
tion and help us in that area? It seems to me that the reduction of premiums is great,
the fast payment of claims is great, but that doesn't help the individual who can't get
his insurance and the one who can't keep it once he gets it. Does this plan in any
way help that situation?

DR. DENENBERG: As a matter of fact, we built in a specific revision in the
Pennsylvania no-fault law giving the insurance department adequate authority to
regulate and prevent arbitrary cancellations. I think no-fault will make an impor-
tant contribution to this because, first of all, you are going to reduce the cost of in-
surance and that always improves the market for insurance. When premiums
become too high, many people can't afford them ...

GOVERNOR MANDEL: Can I interrupt you. While you are reducing the
cost I say that's great, but isn't that going to make the companies more susceptible to
be selective about who they are going to insure?

DR. DENENBERG: I think by reducing the cost you broaden the market.
You also eliminate a lot of the irrational discrimination in the present system. For
example, the insurance companies today don't want to write military personnel be-
cause they have to worry will this guy be available as a witness four years from now.
They tend to discriminate against the aged and the young driver. There are a lot of
irrational discriminations in the present system that will tend to disappear under a
no-fault system, and all of these, I am confident, will produce a better market for
insurance.

GOVERNOR MANDEL: Is there any indication of that in the plans that are
presently working? Has there been any tendency of the companies to be selective in
who they insure Of to be more readily available to renew insurance?

DR. DENENBERG: Of course the plan in Puerto Rico provides insurance to
everyone without regard to insurability. so that certainly has improved the situation.
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As far as I know, the companies are much happier than they were before but I am
sure Governor Sargent would be the man to answer that question.

GOVERNOR SARGENT: They were awfully mad for a while, but I think
that the companies are quite pleased with the plan now. They are concerned about
the prospect of a possible rebate and I'm not sure that that's constitutional. We
aren't certain that we can do that but we are making provisions in case we could do
it. We do expect and anticipate very much reduced rates next year.

GOVERNOR HEARNES: Are there any other questions? Governor King.
GOVERNOR BRUCE KING: Dr. Denenberg, I have a question, I think you

touched on it briefly in your last remark. We are making a study in New Mexico,
but this would help a great deal in the underage drivers, would it not? The no-fault
insurance would help a great deal to lower the exorbitant rates, right?

DR. DENENBERG: I think it pretty clearly will. No-fault insurance would
give the senior citizen a break, the young driver a break because it is buying insur-
ance for yourself. You aren't trying to speculate on what some third party that you
are going to run into is going to need. You buy it for yourself. This simplifies the
whole process, economizes the whole process, and I think it makes sense overall in
terms of what we are trying to do to provide an insurance market for everyone.

Trial lawyers object and say what you are really doing is providing health and
life insurance, and I think one of the reasons is that health and life insurance do not
require litigation, they do not require argument, they do not require controversy.
They are very economical, they can deliver benefits promptly and economically and
I think that's really what the heart of no-fault is. As a result of that, it is going to
make insurance available to all kinds of people who have difficulty getting it now,
the young, the old. There is also discrimination against divorcees, people with
nicknames and every irrational type of discrimination under the liability system,
such as trying to anticipate the lawsuit that's going to follow and the attempt to
figure out what is some jury going to think of this guy. With no-fault you eliminate
all of those questions and by doing this you are going to provide a better market to
everyone.

GOVERNOR KING: In other words, we should eliminate the unsafe drivers
by other methods, the licensing method rather than the insurance method, right?

DR. DENENBERG: I think it is clear that this whole notion of fault being
built into the present system doesn't mean anything. We are all sharing the cost of
the good and bad driver by insurance. Furthermore, studies indicate there is no
basis for the notion you drive more or less carefully because of the fault system.
Because a man has a million dollars in health and life insuran::e he doesn't go out
and drive recklessly on the street. This was said in Puerto Rico; it was said in no-
fault everybody would run around killing themselves. The death rate was 540 per
year by auto accidents before the no-fault law went into effect. After it went into
effect the death rate dropped about 20 percent, the rate of accidents decreased, so
I think Puerto Rico proves that we can still have safe drivers and safe procedures
under no-fault systems. As a matter of fact, there is a lot of evidence to indicate that
no-fault will actually bring about safer highways and fewer accidents.

Under the present system when you are in an accident the first thing that hap-
pens is your insurance company and your lawyer both tell you to shut up, so you are

91



unable to get the facts, you are unable to develop why accidents are happening.
Secondly, it is very difficult to rate for safety under the present system. We could
bring about much safer automobiles if we could rate the automobile in terms of
safety, but under the liability system you can't rate the automobile because you
have to sit there and think about what kind of a car is your insurer driving and what
kind of a car is he going to run into, and you don't know, so it is all speculation.
Under a no-fault system you can rate on the basis of safety and damageability, and
that can have a dramatic impact for driving unsafe cars over the road. Furthermore,
as you say, you still have recourse through the criminal and traffic laws to get unsafe
drivers off the road and I suppose that's the best way to do it.

GOVERNOR HEARNES: Mr. Richardson.
MR. RICHARDSON: I utterly disagree with that.
GOVERNOR KING: Would you care to state your opinion?
MR. RICHARDSON: Yes, sir. I'm not the one who is the originator of the

thought. The insurance companies that have examined these plans and know about
ratings have said so. Let's take one example. Suppose you have a two-seater auto-
mobile driven by a young hotrodder. It doesn't cost too much, the exposure is
small, because there are only two seats in it. How are you going to rate that car on
first-party benefits because you are rating that person as a potential liability? Take
a man with six children, with an old car and his children drive that car. What is
the premium that's going to be put on that automobile? I say this is going to be a
terrific tax on the family man with a car who has a lot of children, and it will relieve
the young people of more of the responsibility that should be shoved upon them
under this and any other system.

GOVERNOR HEARNES: Are there any other questions? Governor Ray.
GOVERNOR RAY: Dr. Denenberg, it seems to me that when you have a

broken leg you don't really go out and amputate it, you repair it, you reduce the
fracture, and you heal the person. It seems to me like here we are talking about a
rather clear no-fault system, one that you are advocating, and you mentioned the
figure of $36,000 income that could be allowed. You spoke in terms of not immedi-
ately, but you thought that was rather significant, and yet a person who earns
$6,000 a year would only be compensated for his income for six years, which is not
very much if he is expected to support a family the rest of his life. I am just inter-
ested since you really did not comment much about the Illinois plan, if you would
favor a plan of this nature that would allow the person to continue to be compen-
sated, or at least have his cause of action, so that he could be compensated for his
injuries and for permanent disability, disfigurement and this type of thing.

DR. DENENBERG: First of all, in Pennsylvania we have not proposed a pure
no-fault plan. You can still sue for pain and suffering in the event of death, per-
manent and total disability, permanent and partial disability in excess of 70 percent,
dismemberment and some of the other catastrophic causes. However, I believe that
the fact of the matter is that allowing people to sue under the present system is not
giving them benefits. I think that's just a delusion. The Department of Transporta-
tion studies show that the people who really need the pain and suffering benefits,
the people who really need this full recovery aren't getting it. The figures I quoted
in my speech I think are illustrative. The permanently and totally disabled are
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suffering economic loss of $78,000, and on the average they are getting $12,000
recovery, which is 16percent of their economic loss. This means that the people who
really need help aren't getting pain and suffering under the present system. They
aren't even getting adequate wage loss and adequate medical expense bills. I think
it is illustrative of the dramatic reform that you can achieve by no-fault by the fact
that you are better off probably getting knocked off in Puerto Rico today under
their $35 a year no-fault plan than you would be getting knocked off in Philadelphia.
The Puerto Rico plan was designed for a low-income economy, and yet because of
the efficiency of no-fault even here they can provide unlimited medical benefits,
whether your loss is $1 or $1 million on medical benefits you collect. The other
benefits are more modest, but I think that really indicates that by bringing about
these economies you are actually providing better benefits to more people than you
are under the present svstem. What you are really doing is you are cutting out the
waste, the extra expenses of insurance companies, the legal fees which in Philadelphia
are 40, 50 percent and sometimes higher. When you do that you are going to have a
lot of money left over, and that means you are going to have a lot more benefits to
pay to every automobile accident victim, and you also are going to be able to lower
premiums. I think that's what every no-fault law enacted so far demonstrates.

GOVERNOR HEARNES: I would like to, if I may at this time, ask unanimous
consent. I think it would be of interest to the Governors to present Judge Eugene A.
Burdick, who is the newly elected president of the Commissioners on Uniform State
Laws. These commissioners are now drafting a uniform state no-fault insurance
law for presentation to the National Governors' Conference and the Council of
State Governments by December I. The Judge has expressed his willingness to
make a very, very short presentation on what they have accomplished as of this date
and what they hope to accomplish.

JUDGE EUGENE A. BURDICK: Governor Hearnes, Your Excellencies,
Ladies and Gentlemen: The National Conference of Commissioners on Uniform
State Laws, through impetus provided by the Council of State Governments, has
a contract with the Department of Transportation to draft a Uniform Motor Vehicle
Accident Reparations Act, and our timetable on the drafting of this act is to have
our first draft completed by December I. This draft, I may say, has already re-
ceived the attention of the Conference at Vail, Colorado, last month. After Decem-
ber I it will go into the final stages and will eventually be presented to the Confer-
ence of Commissioners on Uniform State Laws next August. We are very busy in
the drafting process at this time. There will be public hearings on the act, on the
first draft, in Minneapolis on the 25th of September, at which anyone is welcome
to appear. The chairman of our special committee is Dean Lindsey Cowen of the
Law School of the University of Georgia. who is here. Dean Lindsey Cowen, will
you please stand. We will be available to any Governor or his staff who wishes to
inquire into the scope of our work and to follow the development of this act as it
progresses. With your permission, I would like to leave or mail to you a statement
on the work of the Conference in this area and perhaps in other areas. Thank you.

GOVERNOR HEARNES: Are there any other questions? The Governor
from Illinois.

GOVERNOR OGILVIE: Just a quick question. I want to ask Frank Sargent
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if he is making any plans to reduce the number of judges in those urban areas where
you are seeing this reduction of case load?

GOVERNOR SARGENT: No.
GOVERNOR HEARNES: The Governor of Puerto Rico.
GOVERNOR FERRE: Mr. Chairman, I hereby would like to give notice that

Governor Gilligan and I intend to ask for suspension of the articles tomorrow in
order to offer a resolution which has been distributed to you on the subject of
science and government.

GOVERNOR HEARNES: On behalf of the National Governors' Conference,
I want to extend our thanks and appreciation to the penalists on the no-fault insur-
ance discussion. I think it was very enlightening, regardless of where you stand on
the question. Is there any other business to come before the meeting?

GOVERNOR BUMPERS: I move we adjourn.
GOVERNOR EDGAR D. WHITCOMB: I second it.
GOVERNOR HEARNES: Without objection the meeting stands adjourned.
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State Dinner

The Annual State Dinner was held on Tuesday evening, with Governor Warren
E. Hearnes presiding as Chairman of the National Governors' Conference. The
Governors and their ladies were introduced upon their entry into the Isla Verde
Ballroom. At the close of dinner, the following business proceedings ensued.

GOVERNOR HEARNES: At our opening business session yesterday morn-
ing, when I delivered the Chairman's Annual Report, my remarks included criticism
of the working relationship between the States and the federal government. Such
comments are not unusual in our meetings because this continues to be a topic of
deep concern among the Governors, and it undoubtedly will become more critical
as our society continues to grow, both in numbers and complexity.

Tonight, we are privileged to hear from a man who is uniquely versed in this
area of special concern. He served as a State Representative during the late 1940s,
and as a Governor during the decade of the 1950s, when state officials had to con-
tend with the problems created by a federal government that was expanding rapidly
to cope with postwar issues and an exploding national economy. He has been a
United States Senator for the past dozen years, as federal officials have had to
contend with the fact that a reversal of power is needed, returning government to
the people, because the demand for increased public services is falling heavily upon
the States.

In times of stress, both at the state and federal levels, he has been involved with
the necessity of forging a more workable and reasonable partnership. The combina-
tion of his experience and personal interest has brought him to the chairmanship
of the Committee on Intergovernmental Relations in the United States Senate. He
comes to us as a man who knows our problems firsthand, and as one who now is in
a position to help the Governors achieve a better partnership in our federal system.
Icould not present our guest, however, without some reference to the strong personal
characteristics which have distinguished his career in public office. The portrayal
I seek was expressed by another Senator from Maine, more than a century ago,
who stood by his desk and addressed these words to the President of the Senate:

"When, Mr. President, a man becomes a member of this body he cannot even
dream of the ordeal to which he cannot fail to be exposed;

of how much courage he must possess to resist the temptations which daily
beset him;

of that sensitive shrinking from undeserved censure which he must learn to
control;

of the ever-recurring contest between a natural desire for public approbation
and a sense of public duty;

of the load of injustice he must be content to bear, even from those who should
be his friends;

the imputations of his motives;
the sneers and sarcasms of ignorance and malice;
all the manifold injuries which partisan or private malignity, disappointed of its

objects, may shower upon his unprotected head.

95



"All this, Mr. President, if he would retain his integrity, he must learn to bear
unmoved, and walk steadily onward in the path of duty, sustained only by the reflec-
tion that time may do him justice, or if not, that after all his individual hopes and
aspirations, and even his name among men, should be of little account to him when
weighed in the balance against the welfare of a people of whose destiny he is a con-
stituted guardian and defender."*

Those words, which I believe would have deep meaning for all of us serving in
public office, place me particularly in mind of a man who not only is tall in stature,

. but in the integrity and sincere personal convictions which have marked his career
in government. Ladies and gentlemen, it is my great pleasure to present the junior
Senator from the State of Maine, the Honorable Edmund S. Muskie.

SENATOR EDMUND S. MUSKIE: I know this speech should begin with a
joke and a note of thanks to each of you. I know this speech should point to prob-
lems and propose solutions. And a few hours ago, that is how I intended to talk
with you tonight, in conventional words and ways, hopefully with the force and the
phrases to move you.

I was coming to this Conference for many different reasons.
I wanted to speak as an American, to congratulate most of the Governors in

the South for their courage in defending the rule of law through a difficult and
troubled month.

I wanted to speak as a senator, to pledge my support for revenue sharing and
welfare reform and my opposition to any delay in putting more of our money where
most of our problems are.

And I wanted to speak as a former Governor, to tell you that I know what your
problems are - because I was there.

But this is the wrong night, even if that is the right speech. And perhaps there
is no right speech at this moment, because at this moment there is only one thing to
say, and I am not sure how much we can say about it.

Yesterday, 28 inmates and nine hostages died at a prison in New York State.
It was the banner headline in the morning newspaper. But what has happened is
more than spectacular news-and it is even more than a deeply human tragedy.

We need not, indeed we cannot pass final judgment on the events at Attica.
But in our sorrow we can ponder how and why we have reached the point where men
would rather die than live another day in America.

The Attica tragedy is more stark proof that something is terribly wrong in
America. How many of us are really ready to face that truth? Not many. It is too
easy and tempting to hide behind an almost ritual reaction to each new atrocity.

We mourn today's victims. But because we did so little about yesterday's, it
will all happen again tomorrow. We denounce with fervor the barbarism of a court-
house shoot-out. But how many of us still remember, a year later, the name of the
judge who was gunned down in San Marin?

It is almost like watching the Vietnam War unfold on the television news. After
a while, the numbers of the body count begin to sound like the numbers of the

=Senator William Pitt Fessenden of Maine, 1866
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weather report. And now the mounting casualty lists from domestic battlefields
seem only to reinforce a spreading numbness.

This is not the way to keep a country - to keep it free - to make it as good
and as great as it can be. And we must choose now between the narcotic comfort of
business as usual or a harder, longer path toward an America worthy of our heri-
tage.

We are literally saturated with the assorted tragedies of this time, but we can-
not give up on our best chance to care, and to change the way we live. We cannot
join the half of our fellow citizens who already believe that this Nation is headed for
a final breakdown.

This system has not failed - but some of us have failed the system. And both
political parties and most recent Administrations can claim some share of the blame.

Too often, we have invented labels instead of finding answers. Nearly four
years after the passage of the bill we called the Safe Streets Act, even a guard inside
a prison is not safe. And too often, we fail to see the answer behind a label. Nearly
every argument has been heard for revenue sharing but the right one - that what
is ultimately at stake is people, their neighborhoods, their schools, their homes, and
their hopes. We talk a new prosperity. But still we rely on half measures, public
relations, and statistics like the GNP.

The only decent course now is a single, clarifying decision - at long last, a
genuine commitment of our vast resources to the human needs of people, from the
stockbroker on Wall Street to the middle American in Ohio, to the inmates of
San Quentin and Attica. And I am talking about results, not the promise in a name.

I am talking about action to reform prisons, not more years of papering over
the plain fact that our jails are monstrous, inhuman dungeons, schools for crime
and centers of sexual abuse. I am talking about action to relieve poverty, not more
years of a war on poverty whose only real casualties are those most in need. I am
talking about action to lower property taxes, not more righteous rhetoric while
people are literally taxed out of the homes they worked and saved to buy. And I am
talking about so much more - too much surely for any of us to believe what some
of us say, that this plan or that reform can accomplish swiftly all the tasks which
must be done.

But at least we can begin. At least we can restore the hope of so many who are
so close to giving up. At least, we can help them believe again in a vibrant, moving,
compassionate society, a society without another reason every day for new bitter-
ness and new despair, a society that lets people reach out and touch the promise of
things to come.

The ultimate outcome does not depend on budgets or appropriations. They
merely reflect the results of a different, deeper contest, a contest we must wage and
win inside ourselves. Amid all the competition for place and power in America, we
must answer a single, fundamental question: Can we remember the simple decency of
caring about our common humanity?

When we are told that there is no constituency for prison reform, we must be-
come that constituency, because we care about endangered guards and their
frightened families, because we care about conditions which prompt an Attica inmate
to say: "If we cannot live as human beings, we will at least try to die like men."
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When we are told that no one will speak for the poor, we must raise our voices,
because we care about a three-year-old child who fortunately cannot yet under-
stand the poverty which robs him of his morning milk.

And when we are told that a race or a group has no influence, we must share
ours, because we believe that the only race that counts is the human race, because
we believe in the right of people to direct their own destiny.

So, in 1971, more important than who leads us is what leads us - whether we
can respond to Dietrich Bonhoffer's challenge to live for others. We face a host of
'other challenges, technical challenges - how to reshape urban government, how to
redesign welfare eligibility and benefits, how to restructure a faltering medical care
system. But beyond all the programmatic specifics and the cost analysis, behind
the congressional legislation and the presidential commissions, what will finally
make the difference is our feeling for each other.

Nothing has troubled me more in recent months than the events at Attica and
San Quentin. And nothing has troubled me as much since the murder by a sniper
of a young black girl named Joetha Collier on her high school graduation night.
These tragedies struck at a distance of thousands of miles, but they also strike at
the heart of our country's meaning. Human lives, the lives of people with hopes and
dreams, have been lost forever, not for a decent cause, but for a mistake.

And ultimately it is our mistake. We make it whenever we accept the living
death of a deprived existence, whenever we accept institutions that ignore the suffer-
ing of people, whenever we permit men and women to be less than they could be-
cause they have less than they should, whenever we settle for a country rich in
GNP, but poor in the quality of everyday human life.

Each of you is the elected leader of a sovereign State. In the coming weeks and
months we will all face the stern test of leadership. For the terrible ordeal of New
York could become the ordeal of Michigan, or Maine, or Georgia - tomorrow, or
next week, or next month. How we respond will in large measure determine the
national response.

Two roads will open up to tempt people of different inclinations. One is to take
repressive action, to shut ourselves off from the people who are the failures, the
mistakes, the problems of our society. In other words, build the walls higher. The
other is to do what is necessary to insure that this tragedy doesn't happen again.
We have a responsibility to insure the safety of our people and the peace of our
society. At the same time we have a responsibility to correct the conditions which
create the threats to that peace and safety.

Those conditions exist throughout America. When you and the mayors say to
us in Washington that you need a fairer share of our national resources, it is not
just because you face budgetary problems. It is also because there are conditions
relating to the welfare and well-being of your people with which you cannot deal
effectively.

Revenue sharing and welfare reform are essential, even necessary. But they are
not ends in themselves. Rather, they reflect our commitment to make the effort, to
take the first steps, inadequate as they may be, to achieve in our society the kind of
mobility which will permit every American to seek opportunity wherever it may be,
or wherever he may see it. The kind of mobility which will permit his children to

98



receive a good education, wherever that may be. The kind of mobility which will
enable every American to get a decent job, and to own a decent home, in a decent
and safe neighborhood, wherever that may be. The kind of mobility to focus our
resources in our States and cities on the high priority needs of our people.

In 1955 and 1960, we were talking about a revolution of rising expectations in
the underdeveloped world. Are we now ready to accept a time of declining expecta-
tions in our own country?

It is our obligation, yours and mine, to build something better than that. And
I believe we can do it, if we look into our history and grasp again the tools of our
heritage and take up the work which must be done.

Thirteen men sit in this room tonight as direct heirs of our proudest tradition.
Each of them is the latest successor of an unbroken line of Governors stretching
back before the time when there was a union of States. Those 13 men, from as far
away as Vermont and Georgia, are a reminder of 13 little colonies that made them-
selves into a country charged with greatness and the potential for greatness. And, as
we approach the 200th anniversary of that beginning, perhaps the best way for us to
move forward is to pause for a moment and look back.

If the first Americans could declare for liberty in 1776, can it be so hard for us
to declare for equality in 1971?

If a weak alliance of 3 million people on the edge of this vast continent could
design a constitution to outlast every other government alive at America's birth, can
it be so hard for us to strengthen our federal system, to put more of our money
where most of our people's problems are?

For a long time, we have concentrated on the mechanics of celebrating this
Nation's 200th year. Now we must work to insure that what we are celebrating in
1976 is an America worthy of the first Americans.

Only we can make it so. And we must begin in 1971. Let us do that much-
and then together we can do so much more.
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MORNING SESSION
Wednesday, September 15

GOVERNOR HEARNES: The meeting will please come to order. It is my
pleasure to present now my very good friend, the distinguished Governor from the
State of Washington, Governor Evans.

GOVERNOR DANIEL J. EVANS: Governor Hearnes and members of the
Conference: I am very proud to have the opportunity to speak to you this morning.
I have been asked by the Boy Scouts of America to present a short report. I know
each of you receives a report once a year from your Scout Councils and the Presi-
dent receives a report from this Congressionally-chartered organization each year.
You have in front of you a folder which describes the present status and some of the
important activities being carried out in your State by your Bqy Scout organization.

In a recent Time magazine article, I saw a New York City Boy Scout dressed
in a beret, raising a clenched fist salute, and shouting that he was a member of the
Black Stoners. Because this was not the Boy Scouting I remembered, I read the
story closer and found how much the Boy Scouts of America is changing. When I
earned my Eagle award some years ago, I know how much it signified. But, as a
State Governor, Scouting today means something different to me. It is an organ-
ized, contemporary, and universal program I can use, and I believe you can use, to
tackle problems like drug abuse, pollution, juvenile delinquency, and even unem-
ployment. It is a huge private organization that is willing and ready to help every
State. Today one in every four boys between the ages of 8 and 16 is engaged in
Scouting programs. That is four and a half million boys and young men of this
Nation engaged in the largest youth organization in the country. By 1976, the Boy
Scouts of America will realize its goal of deeply involving in Scouting a representa-
tive one third of all American boys.

One of the programs I have worked hardest on in our State is to engage the
services of volunteers. We have long been involved, those of us in government, in
the governmental sector. We have been aware, of course, and most of us have been
involved at one time or another, in the private sector of our economy. The third
element, that of volunteerism, it seems to me, represents the greatest unused poten-
tial that you and I can truly use. I have felt that volunteer help represents a uniquely
American tradition. It is immensely successful in Washington State, and the Boy
Scouts particularly can be key volunteer help to you. I.has been proven in housing
authorities in the inner cities of our major urban centers that active Scouting pro-
grams dramatically lower vandalism and juvenile crime and, by using local leader-
ship, it teaches boys and adults a sense of community spirit, pride and direction.
It is a model of self-help that all of us can use.
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Drug abuse today represents probably one of the toughest continuing and most
rapidly growing problems in each of our States. Four pilot projects have given the
Boy Scouts of America ample proof that it can make a contribution towards its
solution and, consequently, its National Executive Board has approved Operation
Reach as a nationwide fight against the use of drugs. The program will shortly
begin and Scout units in many cities now have drug education programs in coopera-
tion with their state and municipal agencies. Environmental pollution plagues all
of us. It again represents one of today's contemporary problems, but we have a lot
of support from the six million boys and adult members of the Boy Scouts of
America. This year they have launched the conservation Good Turn Program
called Project SOAR, meaning Save Our American Resources. It is a massive,
unit-by-unit concern and action for air, water, and land pollution.

In our State, search and rescue units of teen-aged Explorer Scouts are a
necessary and important adjunct to our Civil Defense and National Guard units
when it comes time for aircraft search and rescue or mountain search and rescue.
These are only some of the problems and opportunities that Scouting is offering
to help us resolve. Scouting is a potent force in more than 25,000 American cities
and towns. It is a highly effective and powerful resource that all of us, as state
officials, can use, and I urge each one of you, my fellow Governors, to accept their
offer to help in your State and to join the Boy Scouts in their belief that America's
manpower does begin with boypower. Thank you, Mr. Chairman.

GOVERNOR HEARNES: It is now my pleasure to present to some of you an
old friend and, for others, a man of whom you have heard, having served as a very
distinguished and capable Governor of the Commonwealth of Kentucky. He is
Co-Chairman of the Coalition for Rural America. I would like to present at this
time the former Governor of Kentucky, Edward T., or, as we know him, "Ned",
Breathitt.

MR. BREATH lIT: Thank you very much, Mr. Chairman. I want to express
my appreciation to you and to my own Governor, Governor Nunn, for his generosity
in making it possible for me and my wife, Frances, to be with you on this occasion.
As a former Governor, I want to express my special appreciation for this opportunity
to take a few minutes in your tightly scheduled Conference. I am here to report
briefly to you on the recent formation of the Coalition for Rural America and on its
importance, especially to you as Governors.

It is a pleasure to point out that several of the incorporators of the Coalition
are also former Governors, and I speak for them, along with the businessmen, edu-
cators, and other leaders who have joined with us in establishing the Coalition.
Particularly, I bring you the great interest of former Governor Norbert Tiemann of
Nebraska who is serving as President of the Coalition and who has played a major
role in its creation. As Governor, I faced problems which were similar, if not the
same, as those you face. True, they have grown in intensity and complexity. But, in
my time, they had already become intense and complex. One of the things I learned
in passing through my experience as Governor was that the problems and my in-
tentions to resolve them did not change much. It was clear to me that the problems
I faced at the beginning of my term could not be solved at its end, nor within the
single term of any Governor who would follow me. But each Governor can establish
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basic improvements to the action programs established before him and, thus, make
major progress in time on problems which seem unsolvable at any given time.

My strong interest in the deep and growing problems of the people who live in
rural areas continued before, during, and since my term as Governor. In my State
I believe we have made real progress, built on solid foundations, in dealing with
these problems because of the work of Governors before me, work that occurred in
my term, and the work carried on today in Kentucky by your colleague, Governor
Nunn. However, at a time when all of the Nation's problems become more critical
and demand solutions more urgently, many of us have felt that someone should
concentrate the Nation's interest and work on those special problems which plague
our rural areas. The special irony of the rural problems is the fact that, as the prob-
lems worsen, the resources are diminished and the strength of the institutions which
must meet these problems are weakened. Recognizing the need to build strength in
our Nation to meet the very problems of organizing and mobilizing the strength of
the rural areas, we have established the Coalition for Rural America to work along-
side the Urban Coalition and other groups who would seek a balanced growth
policy and effective action programs to achieve it for all the people of our country.

May I just read the purpose of the Coalition:
"The Purpose of the Coalition for Rural America is to advance the broad

interests of rural America, defined as that part of the United States lying outside the
major metropolitan areas and embracing non-metropolitan cities, towns, villages,
and the open countryside.

"The Coalition for Rural America is committed to the objective of 'Balanced
National Growth' in the United States. It recognizes that achievement of a higher
standard of living and an improvement in the quality of life for all Americans,
whether they live in our large cities or our countryside, can only be achieved through
the pursuit of such a policy.

"The Coalition shall pursue its objectives by serving as a spokesman for rural
America in the Nation's councils. It is public advocate and public educator, and it
seeks to mobilize in a common effort all the many national, regional, state, and
local organizations and individuals that share its goal."

Although rural America may have a smaller part of our Nation's people, those
people have the larger share of the Nation's poverty, substandard housing and
public facilities, and the most severe lags in health and education services. I won't
take your time to detail the nature of these problems, which you know as well as I.
Let me simply report to you about our initial priority objective, and then comment
very briefly on the especial role of Governors in dealing with programs in non-
metropolitan America. At our organizing meeting, our chartering directors moved
immediately to action. While we will be developing a more comprehensive program
over time, and while we are concerning ourselves with extending the organization
and its support, we set action at our first meeting to advocate sound legislation and
effective programs on the following three objectives:

(I) Tax credits to be used as incentives for location, expansion, and improve-
ment of industry and for training and employment of workers in rural areas.

(2) Establishment of a national program to extend credit and related technical

102



assistance to support the development of both public facilities and private enter-
prise activities in rural areas.

(3) Establishment of more effective institutions for solving problems and
creating opportunities in rural area development. Specifically, this would support
the concept of the multi-county area development organizations which are becom-
ing so effective in many States and in major regional programs such as the Appala-
chian Regional Development Program.

We believe that action on these three objectives can be taken in the immediate
future and that they will provide bedrock for other actions to follow. Legislation
which would implement these objectives is either pending before the Congress or is
being developed now by Congressional committees. We will see that you, and other
leaders, are well advised on this legislation and the role it can play in the step-by-
step process of building a workable national development policy. But, as an ex-
Governor, talking with the Nation's Governors, let me stress the key role of state
government and its Chief Executive on behalf of rural America. Literally, rural
America depends upon you.

Certainly, no program can go forward except with the best efforts of mayors
and county officials and other local leaders. But, in rural areas, far more so than
in the cities, even the local officials must look to state government for assistance,
for expertise in technical activity, for legal authority, and, in many programs, for
the actual administration of services. Our Nation's future, and that of our rural
areas, does not depend just upon national legislation, although such legislation is
needed with the initiative in States and localities for which the leadership of the
Governors can be the key. Even the initiative for the practical design of federal
legislation, and of related state legislation, must come from or be much affected by
the knowledge of Governors who can make it work. Much further progress needs
to be made in the growing success of state program management offices established
by Governors and working with multi-county development groups to link state and
local effort and with the new multi-state regional commissions to link local, state,
and federal programs.

This kind of management effort, designed and led by the States' Chief Execu-
tives, will be the key to progress regardless of what kinds of program services we
envision. And while revenue-sharing is an important and necessary step to bring
resources to state government, it is upon the wise but aggressive management of
programs to spend those resources, to target them on our selected priority problems
and opportunities, that success will depend. We invite you to be interested in the
Coalition for Rural America, to let us know what programs you think important,
to let us know how we can help you and the people of your State. I thank you for
your invitation and time. I look forward to working with you.

GOVERNOR HEARNES: Are there any questions that any member of the
Conference would like to pose to Governor Breathitt? I would like to present at
this time the very lovely wife of the former Governor from Kentucky - I think she
is in the chamber - Mrs. Breathitt.

The next order of business will be the reports of standing committees and the
adoption of policy statements proposed by the Committees. All of these reports and
policy statements will be in front of all the Governors. Therefore, the respective
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Chairmen should summarize very briefly the work of the Committees, and move the
adoption of the policy statement of that particular Committee. I would like to ask
the first Committee to report. This will be the report from the Committee on
Executive Management and Fiscal Affairs. I would like to ask Governor Rampton
of Utah, who is the Chairman of that Committee, to explain initially, for the benefit
of all, briefly the work of a standing committee as it is done from one meeting to
another. The Chair now recognizes the distinguished Governor from Utah, Calvin
Rampton.
. GOVERNOR RAMPTON: Mr. Chairman, Gentlemen: It was our under-

standing on the Fiscal Affairs Committee that the policy statements heretofore
adopted at prior Governors' Conferences would continue in force and effect unless
changed by the Committee at this Conference or at succeeding Conferences. So
our report will concern itself with five additional policy positions and some minor
changes in existing policy positions. I might say that the changes we recommend in
existing policy positions are merely for the purpose of bringing them up to date
generally.

I would like to commend the staff of the Committee on Fiscal Affairs and
Executive Management for the splendid work they have done during the past year.
Although the Governor members of the Committee have met only during this
session and on two prior occasions, each member Governor has had a staff member
closely associated in the preparation of the report. They have met during the interim
and have done substantial work on this report. The Committee has under way a
number of projects which will be passed on to the members who will be appointed
to work in the next interim. We have placed particular emphasis on the implemen-
tation of budget circulars A-95 and A-98, we currently have a study under way by
the staff of the National Governors' Conference in regard to these two circulars
with which we are all so vitally concerned.

We have also had a study on the question of sub-districting within States and
the confirmation of the federal programs to those state subdistricts. We do have a
position paper on that, or a position statement, and you will be furnished later with
additional information. We recommend two additional studies for next year.
First would be a management study of the Executive Office of the Governor. This
has been discussed for some time. We believe it should be carried forward because
we believe it would be helpful to the individual Governors, and particularly to
the new Governors, in the administration of their offices. We also propose a
study and an examination of the federal salary policy and its impact on state
pay scales.

Turning now very briefly to the five areas to which we have addressed our-
selves this year, the first one concerns the issuance of state and local bonds, and
particularly of local bonds, because I think each of you is having the same problem
in your State that we are having in the State of Utah. The market for municipal
bonds fluctuates very, very rapidly, and so some of our municipalities have had
difficulty floating their bond issues and all of them have had difficulty getting a
suitable interest rate. The principal buyers of municipal bonds, of course, are those
individuals in high-income tax brackets who can make maximum use of the tax-free
status of these bonds and, secondly, the commercial banks, who also are attracted
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by the tax-free status. However, the participation of commercial banks in the
purchasing of municipal issues varies greatly according to the tightness of money.
Sometimes they will be in the market very determinedly; other times they are not
interested in municipal issues.

We make several recommendations, some of which would require the coopera-
tion of the federal government, some of which we can take care of ourselves as state
governments. As you are aware, there have been a number of proposals in the
Congress for making municipal issues taxable but, at the same time, providing some
sort of a subsidy to the issuer in order to compensate for the fact that he must now
pay a higher rate because the interest becomes taxable. We have not specifically
endorsed any of these programs, but we have taken the position that, if such pro-
grams are adopted, they should be voluntary on the part of the States. The States
should have the option of going under the subsidy program or continuing to issue
tax-free bonds. In those areas where the federal government is chipping away
piecemeal at the tax exemption, principally in the Hill-Burton financing and certain
HUD financing where we have to issue municipal bonds to get state matching money,
again we feel that the taxable feature should be optional.

We are proposing, further, that in regard to investment trusts, the trusts be
permitted to pass through its earnings for municipal issues to the holders of trust
certificates on a tax-free basis. At the present time, the interest from trust earnings
is taxable, even though it may come from non-taxable sources. We recommend
that the States themselves, where your state constitution will permit, explore the
possibility of grouping municipal issues, having the State purchase them, and the
State, in turn, issue its own bond for this purpose, thus giving the better rate that the
State can get through its better credit rating to the municipalities.

Our second proposal has to do with federal-aid information systems. Briefly,
we believe that the Office of Management and Budget should undertake the work
heretofore undertaken by OEO in preparing reports to the States on federal grants.
The OEO has done a good job here but, obviously, their capability is not the same
as the capability of the Bureau of the Budget. We deal, on the third item, with
what we call federal grant-in-aid omnibus. We have avoided calling this "special"
revenue-sharing because it has certain connotations. We have avoided using the
term "block grants" because that, too, has certain political connotations. We
do endorse, however, the theory of block grants or special revenue-sharing without
endorsing the details of the President's proposal for the six areas of special.revenue-
sharing.

In the field of state sub-district development, we ask (hat the various depart-
ments of the federal government recognize the state sub-districts and recognize
its governing bodies in implementing federal government programs which re-
quire that they be administered within a State on a sub-district basis.

Finally, we endorse the President's proposal for federal executive reorganiza-
tion along functional lines without endorsing the particulars of any particular
proposed department, because we understand other Committees that will report
here today will have specific recommendations in this field. Mr. Chairman, I move
the adoption of the amendments to and additions to the policy position statements
in the field of Executive Management and Fiscal Affairs.
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GOVERNOR HEARNES: You have heard the motion of the Governor from
the State of Utah. Is there a second to that motion?

GOVERNOR HOLTON: I second it.
GOVERNOR HEARNES: Is there any discussion? The motion has carried.
GOVERNOR LOUIE B. NUNN: Mr. Chairman, in view of the fact that we

are discussing fiscal affairs and, of course, revenue-sharing was mentioned, I have
just received information that this morning Chairman Mills of the Ways and Means
Committee has said that he will not take up revenue-sharing, that he will move
directly to health. Now, at every National, Southern, Midwestern, and Republican
Governors' Conference that I have attended for four years, we have discussed
revenue-sharing. I think all Governors have gone on record for revenue-sharing,
and I would like to move, sir, if I am in order, that you immediately, as Chairman
of this Conference ...

GOVERNOR HEARNES: Governor Nunn, if I may ask you to withdraw that
motion until Governor Scott gets back, you will be recognized at that time. He is
making a subcommittee report on the topic, the subject matter which you are now
discussing. He has stepped out of the room at the present time.

GOVERNOR NUNN: If you will allow me to conclude, I am only suggesting
that we immediately send a wire to Congressman Mills inviting him to come here
this morning before this Governors' Conference - he could be here in two hours,
two hours and a half - and give us an explanation as to why he will not respond
to the requests of perhaps 70 Governors, because over a four-year period we have
had enough turnover that at least 70 Governors representing the 50 States and the
Territories have made this request.

GOVERNOR HEARNES: The Governor from Utah.
GOVERNOR RAMPTON: I wanted to explain to Governor Nunn that the

reason we didn't touch general revenue-sharing here was that there is a special
subcommittee on that, and we point out the fact that we skip over it doesn't weaken
the policy position on it.

GOVERNOR NUNN: The only point is the time situation of trying to get him
here this morning. I know you have asked him on numerous occasions; as a matter
of fact, I think you sent a direct challenge at the last meeting that I attended with
you at the Midwestern Governors' Conference, and you weren't able to succeed
then, so let's try again.

GOVERNOR HEARNES: The Governor from Maryland.
GOVERNOR MANDEL: I think if you wait until Governor Scott reports, we

have had numerous meetings of the Subcommittee on Revenue-Sharing, and I
think the report will throw some light on this situation.

GOVERNOR HEARNES: If the Governor of Kentucky will withdraw his
motion, I think that would be the appropriate time to handle it.

GOVERNOR NUNN: I will withdraw my motion.
GOVERNOR HEARNES: The Governor from Arizona.
GOVERNOR JACK WILLIAMS: Could we pull down the noise level in the

back of the room? It is very hard to hear back here. Probably you are closer there
and you can hear, but we just about are not in the discussion back here.

GOVERNOR HEARNES: I think everyone realizes there may be some
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important discussions taking place in this chamber this morning. The Governor
from Arizona has pointed out the fact that there is some difficulty in hearing at the
rear of the chamber and that, of course, is caused by conversations taking place on
the sidelines. When you add all of them together, it makes a mild roar in the rear of
the chamber. We have had a very pleasant Conference. No one wants to take any
extraordinary actions that would mar that, so I will ask you as nicely as I can this
first time to respect those who would like to hear the discussion. The Chair now
recognizes the Governor from Kansas, Robert Docking.

GOVERNOR ROBERT DOCKING: Mr. Chairman, the Committee on
Human Resources has reviewed the policy statements adopted by the National
Governors' Conference in 1970. The Committee reaffirms these basic policies, and
urges prompt action by Congress to implement them. Because the Social Security
Act Amendments of 1971, which has passed the House of Representatives and is
now before the Senate will, if enacted, have a major impact on the existing welfare
programs and on state and local governments, the Committee on Human Resources
wishes to comment specifically on this proposed federal legislation. The Committee
believes that H. R. I represents significant progress towards bringing about an im-
proved welfare system. Specifically, the Committee on Human Resources supports
the following basic concepts incorporated in H. R. I:

First, increased recognition of the responsibility of the federal government for
welfare and of the fiscal crisis of state and local governments caused in large part
by increased expenditures for welfare;

Second, the establishment of federally financed minimum national benefit
levels and uniform national eligibility standards for the fully federally financed
program;

Third, steps to correct the inequities in the present system which result in its
being financially advantageous not to work and which, therefore, discourage those
who are working;

Fourth, requirements for registering for and accepting private employment,
job training, or participation in a program of public service employment;

Fifth, federal administration and increased federal financing of programs of
cash assistance for the aged, blind, and disabled;

Sixth, extension of Medicare benefits to recipients of disability benefits under
the Social Security program; and

Seventh, increase in Social Security benefits.
However, it is also urged that H. R. I be amended to:
First, recognize the necessity for benefit levels to be adjusted for cost-of-living

increases and, therefore, provide for full federal financing of these increases;
Second, extend the basic program to childless single persons and childless

couples which are now included in general assistance programs;
Third, recognize the greater fiscal burden of those States which are providing a

benefit level higher than the national minimum and provide for federal financial
participation in the cost of financing supplementary payments;

Fourth, give States and localities the option to establish public service work
programs under which recipients of public assistarv, not otherwise employed in
private jobs, enrolled in training programs, or participating in a public service
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employment program, would be required as a condition of eligibility to perform
public service work such as conservation, sanitation, day care, hospital care, and so
forth. Such work would be performed at a rate not less than the applicable minimum
wage;

Fifth, change the provisions related to the accounting period for determining
eligibility so that it is based on actual needs, and therefore avoid shifting costs
resulting from immediate needs of recipients to state and local general assistance
programs;

Sixth, remove the limitations on federal participation under Medicaid for long-
term care in mental hospitals and the administrative discretion to reduce federal
participation in the cost of skilled nursing home care;

Seventh, remove provisions limiting the amount of federal reimbursement for
costs of providing social services. Federal funds should be provided for compre-
hensive social services, including such services for former and potential welfare
recipients;

Eighth, States should be provided the option of administering the cash as-
sistance program without financial penalties.

The Committee on Human Resources wishes to make clear that its support of
basic concepts of H. R. I does not alter the basic position previously adopted by the
National Governors' Conference calling for federal assumption of all costs of wel-
fare on a phase basis. The Committee believes this is critical and will continue to
work toward the achievement of this goal. In brief, the Committee suggests the
following new policy positions in other human resource programs:

Continued federal assistance to States for social services with the level of such
services to be determined by the States and with a major state role in administering
social services authorized under the Social Security Act;

Endorses the concept of prepaid group-practice health maintenance organiza-
tions;

Urges early enactment of early childhood development program legislation,
with a strong state role in its administration;

Supports removal of set-asides on the amount of federal expenditures for edu-
cation in the Commonwealth of Puerto Rico and the Territories;

Supports the concept of a federally financed program of public service jobs
leading to regular private or public employment, but the Committee was concerned
that the present Emergency Employment Act lacks an effective state role and,
therefore, results in program fragmentation, as well as inefficiency;

Urges federal legislative and administrative actions to provide States the oppor-
tunity to interrelate the various manpower and related human resources programs.

The Committee also proposes policy statements concerned with the national
crisis of drug abuse and addiction, and calls for federal funds for drug abuse treat-
ment programs and cooperative efforts among the States and the federal government
to develop programs to rehabilitate addicted members of the Armed Forces and
allow for contracts with the States to provide for such services. Directly related to
the granting to l8-year-olds of the right to vote and in furtherance of the goal of
extending to them their full rights and responsibilities, a policy statement is proposed
urging that each State consider lowering to age 18 the legal age of majority.
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Mr. Chairman, I move the adoption of the proposed Human Resources policy
statements.

GOVERNOR LOVE: I second that motion.
GOVERNOR HEARNES: The motion has been seconded by Governor Love

of Colorado. Is there any discussion? Governor Sargent.
GOVERNOR SARGENT: Mr. Chairman, with your permission, I would like,

not to offer an amendment, but to make a very brief statement, a joint statement
from ten Governors, some of whom will be voting for the report - I personally
am voting for the report - some may not be voting for it.

GOVERNOR HEARNES: Does this relate to the subject matter?
GOVERNOR SARGENT: Yes, it does, directly.
GOVERNOR HEARNES: The Governor from Massachusetts is recognized.
GOVERNOR SARGENT: It is our view that neither an affirmative nor a

negative vote on the report of the Committee on Human Resources can fully reflect
our position with respect to welfare reform. The National Governors' Conference
has long been on record in favor of a complete federal takeover of welfare and we
support that concept. We recommend, however, that such a takeover be accom-
plished by passage of a national welfare reform program containing the following
elements:

(I) An adequate payment level. A family of four would receive a payment of
$3,000 in the program's first year, $3,300 the second year, and $3,600 the third
year;

(2) Major fiscal relief. The lack of fiscal relief for every State as in H. R. I is
our greatest deficiency. We are spending $5 billion of state money for welfare right
now. We will spend $4.5 billion in fiscal '73 under H. R. I, and that is only half a
billion dollars of relief. The federal payment level we propose will cut the state
support now needed and the States will realize an additional $4 billion of fiscal
relief the first year and by the third year would be completely out of the welfare busi-
ness;

(3) A strong work incentive. For every dollar of earnings or other income,
the worker would be permitted to retain 50 cents. This is so designed to guarantee
that a family is always substantially better off if the family head works than if he
does not;

(4) Strict work requirements. To be eligible for these grants, the family heads
would have to meet a strict work requirement;

(5) Complete federal takeover. The proposal would mclude childless couples
now under general relief;

(6) Medicaid safeguards. Finally, the program would propose safeguards to
assure that the States did not face an additional financial burden under Medicaid as
a result of any increase in the number of people receiving federal income payments.

It is our intent to make these views known to the Senate Finance Committee
when it convenes its hearings to deliberate on these matters. This statement is
signed by Governor Curtis of Maine; Governor Davis of Vermont; Governor Licht
of Rhode Island; Governor Lucey of Wisconsin; Governor Gilligan of Ohio;
Governor Mandel of Maryland; Governor McCall of Oregon; Governor Peterson
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of New Hampshire; Governor Shapp of Pennsylvania; and Governor Sargent of
Massachusetts. Thank you, Mr. Chairman.

GOVERNOR HEARNES: The Governor from Michigan.
GOVERNOR WILLIAM G. MILLIKEN: Mr. Chairman, included in the

motion by Governor Docking for adoption of this report is the question of the age
of majority. Since this is a new subject before this Conference, I would like very
briefly to comment on it. A number of States, of course, have various portions of a
comprehensive program for the age limit of majority, but only three States-
Vermont, Tennessee, and Michigan - have adopted legislation which would grant
to 18-, 19-, and 20-year-old citizens all of these rights and responsibilities of adult-
hood. In addition, Alaska has an age of majority of 19; Nebraska's is 20; and I
understand that Governor Ogilvie of Illinois and Governor Meskill of Connecticut
have special commissions which are now studying this issue.

The adoption of this resolution would, I think, do much to restore the young
people's faith and confidence in the institutions of government, and would be a very
clear demonstration of the fact that the system can and does work for them. I be-
lieve that if we want to encourage the very active participation of young people in
our society, if we want young people to feel that they can make a difference, if we
want them to work within the system, and if we want to help bring an end to the
divisions which exist in our society between the older and the younger generations,
then I think the adoption of this resolution will help to do that. I urge that it, along
with the other proposals included in the motion by Governor Docking, be adopted.

GOVERNOR HEARNES: Governor Williams is recognized.
GOVERNOR JACK WILLIAMS: I should like Governor Docking to respond

to a query I have. My concern relates to food stamps and food distribution. I think
we are beginning to kid ourselves that the food stamp program has the merit that
it might assume to have on its face, and I think the purchase of surplus foods is
becoming unrealistic. Did you discuss at all simply increasing welfare payments
and doing away with food stamps and with commodity distribution?

GOVERNOR DOCKING: Governor Williams, this was very briefly men-
tioned. It was not gone into, but I assume that this is going to be a subject that we
will consider in depth at the winter meeting in Washington, D.C.

GOVERNOR JACK WILLIAMS: I should like the minutes of our meeting
to indicate that I would hope that your Committee would discuss it in depth. We
are spending a lot of money on tailgating with commodity distribution, and we are
having a lot of problems with food stamps. We are trying it out, just to get it dis-
tributed in a State as big as ours, we might as well include it in their check.

GOVERNOR DOCKING: We will have the staff note that and it will be dis-
cussed in depth in Washington with the necessary research prior to that time.

GOVERNOR HEARNES: Is there any further discussion? Are you ready for
the question? The motion has carried. The next report will be the report of the
Committee on Crime Reduction and Public Safety, Governor Peterson of New
Hampshire on behalf of Governor Peterson of Delaware, who had to leave.

GOVERNOR WALTER PETERSON: Mr. Chairman, fellow Governors: The
Committee on Crime Reduction and Public Safety has recommended several new
statements of policy for adoption by this Conference and, in addition, has approved
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virtually all of the previously adopted policy statements. I will attempt to sum-
marize them for you as briefly as possible. The Committee urges the Conference to
reaffirm its confidence in the Law Enforcement Assistance Administration's block
grant program to the States, and it commends the agency for its reorganization,
which gives greater authority and responsibility to the regional offices.

We also have revised the policy statements to reflect support for the principle
of special revenue-sharing for law enforcement, including removal of federal ap-
proval for comprehensive state plans and elimination of the state matching require-
ments. We recommend adoption of the correctional philosophy of treating of-
fenders as individuals, that is, treating the criminal and not the crime. The Com-
mittee advocates increased funding to the Law Enforcement Assistance Adminis-
tration to be used for the treatment of juvenile offenders, as for programs of
juvenile delinquency prevention. The Committee would like to see all such pro-
grams now scattered among 70 federal agencies consolidated into one agency; like
LEAA, the agency should operate through block grant programs.

At the same time, we call for improved coordination of federal drug programs,
and we support a cabinet committee's recommendation for intensified diplomatic
efforts to reduce world production and distribution of narcotics. We strongly urge
that reduction of violent crime be given priority attention at every level of govern-
ment. Our report suggests that this Conference call upon the Congress and the
federal government to join with Governors and local government leaders to commit
the resources necessary to reduce violent crime by 50 percent of the peak year by
1981. This may be a difficult goal, but the Committee considers such an effort to be
of critical importance. As a part of this policy, we recommend that national crime
reporting procedures be revised to show, to the extent possible, the number of per-
sons committing crimes, rather than just the number of crimes committed. We
recommend that the Conference endorse a study of state extradition statutes pro-
posed by the National Association of Extradition Officials and the National Con-
ference of Commissioners on Uniform State Laws for the purpose of developing
model legislation which the States may adopt.

Finally, a special subcommittee of our Committee, chaired by Governor Forrest
Anderson of Montana, has proposed a series of measures for maintaining the
strength and effectiveness of the National Guard as the Nation's reliance upon the
draft is lessened in the years ahead. This subcommittee proposes that the federal
government provide reenlistment bonuses, survivor annuities, proficiency pay, and
early retirement options as inducements to service in the Guard, and that the States
supplement these programs with additional educational opportunities, tax relief
and other forms of recognition for service.

At this time, Mr. Chairman, I would move adoption of this report by this
Conference.

GOVERNOR HEARNES: The Governor from New Hampshire moves the
adoption of the report. Is there a second to that motion?

GOVERNOR KING: I second it.
GOVERNOR HEARNES: Governor King of New Mexico has seconded the

motion. Is there any discussion? Are you ready for the question? The motion has
carried. The next report is from the Committee on Natural Resources and
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Environmental Management. The Chair recognizes the Governor of Maine,
Governor Curtis.

GOVERNOR KENNETH M. CURTIS: Thank you very much, Mr. Chairman.
The work of this year's task force on Natural Resources and Environmental Man-
agement is summarized in the report before you. This morning I am only going to
attempt to briefly share a few of the special thoughts of the Committee with you.
Before going further, I would like to note that Governors have testified at nine
Congressional hearings this past year, representing the Conference on matters of
environmental importance to all the States. On such issues as air and water pollu-
tion control, land use planning, coastal zone management, and state and regional
energy needs, we have reiterated the general point that we face a need for clear
apportionment of federal, state, and local responsibilities in environmental funding
and decision-making.

The federal government must take primary responsibility for pollution from
interstate commerce such as planes, boats and automobiles, but I should note that
several States have been so dissatisfied with the federal performance in this area
that, despite recognizing the need for uniform regulations of interstate commerce,
they have felt compelled to enact stricter laws of their own. The area of land use
control has been and should remain primarily a state and local responsibility,
except where national parks and landmarks or interstate and international bodies
of waters or borders are affected. Behind each of these issues lies the question of
financing, and here we must recognize that federal erosion of the state tax base
dictates that the federal government bear a revenue burden heavier than the
administrative or enforcement responsibilities that we are willing to relinquish.
Most States have shown their willingness to meet their share and more of the costs
of a clean environment. The federal share of the burden may be met through grants-
in-aid or through extensive revenue-sharing. However, if it is met, it must be far
more reliable in the future than it has been in the past. Despite the high priority
which we all attach to pending economic reforms, the $1.5 billion federal debt to
the States, which we have prefunded, must be met this year and the treatment plant
construction program must be accelerated.

We have also testified that the federal enforcement effort must be strengthened
and standardized. It is true the reactivation of the Refuse Act of 1899 has provided
a valuable tool, but it has also caused some conflicts and delays. At the state level
our Committee has repeatedly been impressed with the role of balanced planning in
averting environmental crisis. Conservationists must face the fact that some activi-
ties which our society finds essential still carry some risks of pollution. Industry
must recognize that some places are better suited than others to accepting that risk.
With sound planning we should be capable of telling industries in clearer terms
what we expect of them and, in some cases, what locations are forbidden to them.
Governmental uncertainty on these issues can provide the shield for companies, on
the one hand, and for people with selfish motives for opposing particular projects,
on the other. So within each State today significant groups prophesy various dooms
if particular projects are completed, and equally significant groups claim certain
starvation, stagnation, and decay if they are not. Caught in the middle are sub-
stantial groups of citizens whose jobs and whose quality of life hang in the balance.
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These people have no special training adequate to the dilemmas which so pro-
foundly affect them. The quality of the leadership which they receive will determine
the difference between progress and paralysis in many parts of this Nation.

We feel the job of a Governor in these circumstances cannot be personally to
say yes or no to project after project. It is rather to see that we develop in state
capitols and in Washington rules and institutions capable of making these decisions
as quickly and as justly as possible. Done well, this alternative will assure public
confidence and participation in all important decisions, and it will harmonize our
economy and our environment. In summary, our Committee on Natural Resources
and Environmental Management strongly feels that environmental reorganization
can go beyond cosmetics, to include sound planning, adequate funding, and firm
enforcement. This is one of the three or four highest governmental challenges facing
this Nation and the States in the 1970s. Turning quickly to the policy statements,
our Committee urges that you reaffirm the policy positions of 1970, which cover such
continuing areas of concern as land use policy, coastal zone planning, population,
and others.

I would also call your attention to the minor deletions involved in Policy State-
ments F.-5 and F.-8. F.-5 deletes the recommendation that the Coastal States
Organization be formed. That organization is now in existence and doing valuable
work. F.-8 removes the water pollution sector from the Outdoor Recreation Policy
Statement. Water pollution control is now the subject of a separate Policy State-
ment in F.-II. Policy Statement F.-10 endorses legislation now pending in Congress
providing approval for the establishment of interstate environmental compacts as
long as those compacts do not weaken existing federal standards. F.-II reiterates
our determination that the federal government live up to its water pollution control
commitment, repay States which have pre-funded, and continue this program in the
future.

Lastly, we have two resolutions dealing with state and federal resources man-
agement practice and for more efficient procedures in processing required impact
studies. Mr. Chairman, I would move the acceptance of the Committee report and
policy statements.

GOVERNOR HEARNES: You have heard the motion of the Governor from
Maine. Is there a second to that motion?

GOVERNOR NUNN: I second the motion.
GOVERNOR HEARNES: Is there any discussion? Are you ready for the

question? The Governor from Arizona.
GOVERNOR JACK WILLIAMS: I have one comment. In the matter of

agreements between the States, I would hope that the compact and agreement
mentioned in F.-10 would be more of a dialogue than it would be permitting a
number of States to gang up on another State and force it to do something which
economically might be to its disadvantage. Now, from a purist's point of view the
idea is extremely good, but there are dangers inherent in this concept, and I don't
know whether that was discussed or not.

GOVERNOR CURTIS: I would like to call upon Governor Bumpers, if he
WOUld,to comment on that. He has been doing the primary work on this resolu-
tion.
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GOVERNOR BUMPERS: Governor Williams, this compact certainly is not
designed to create any of the problems you suggest. On the contrary, it is designed
to allow the Governors of States to enter into agreements where two or more of them
see a mutual problem in the environment, without the necessary and usually the
very slow process of going to Congress for approval after a compact is entered into.
The primary purpose of this, for example, is in the case of my own situation. If
Governor Hall of Oklahoma and I should decide that we have a common problem
on the Arkansas River, we could enter into a compact, and this legislation gives us
prior approval to do this, as Governor Curtis pointed out, as long as it does not
conflict with or violate the federal guidelines and the federal standards.

Certainly to suggest, as was once suggested, that the Governors would deliber-
ately attempt to avoid federal standards, is nothing short of an insult. Governors
normally have a much better grasp of what their regional problems are than they
do in Washington. I am very strongly in favor of this legislation and I certainly
hope that you will acquaint yourself with it, and I think you will, too. I urge all of
the Governors to urge their delegations to assist in its passage.

GOVERNOR HEARNES: The Governor from Georgia.
GOVERNOR JIMMY CARTER: Mr. Chairman, I might comment that

Georgia has already joined this compact, pending the approval of it in Congress, and
I think it is an excellent idea. There is one other point that I would like to make and
that is that in F.-13 we are pointing out the extreme urgency of having single bodies
of major state departments concerned with environment speak with a single voice
for the State, and the same thing at the federal government level, because now, even
when a project that relates to the improvement of interstate highways or the con-
struction of a state park is completely non-controversial and of great urgency for
completion, it takes several months to get a final definitive answer from the federal
government approving the particular project. The use of these policy statements in
testimony before Congressional committees is extremely important.

There will be, as a matter of interest to the Governors, an International Confer-
ence on Environment in Stockholm, Sweden, next July. The United Nations' Secre-
tary General has appointed groups of committees from the different nations. Our
own country has a IS-man committee made up of such people as the President of
General Motors and Alcoa, the TVA and Con Ed and the young man who started
the Earth Day Program. I happen to be the only Governor on the Committee, and
I can assure the Governors that the policy statements contained within their own
writings here are being considered very thoroughly for presentation to the Interna-
tional Conference in Stockholm next year.

GOVERNOR HEARNES: Is there any further discussion? The Governor
from Wyoming.

GOVERNOR STANLEY K. HATHAWAY: I have a question for Governor
Curtis. The statement on water pollution does not mention the amendments pending
in Congress which would threaten to take away the decision-making input of the
States on water pollution. My question is whether or not your Committee dis-
cussed these amendments and whether or not you decided you should not comment
on them.

GOVERNOR CURTIS: I don't think the Committee, in the deliberations that
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I have attended, did anything with that specific question. I think we dwelled more
upon trying to continue the way we have been going, trying to get paid back for
what we have done, trying to speed up our activity. That was the basic thrust of our
concern in the water pollution program.

GOVERNOR HEARNES: Is there any further discussion? The question has
been called for on the motion of the Governor from Maine. The motion has
carried and the policy statement is adopted. The Chair now recognizes the Chairman
of the Committee on Rural and Urban Development, Governor Smith of Texas.

GOVERNOR SMITH: Mr. Chairman, fellow Governors: In the beginning,
let me express my gratitude for the honor and privilege of working with the dis-
tinguished group of Governors who served on this Committee, and also our grati-
tude to a wonderful staff. On behalf of the members of the Committee on Rural and
Urban Development, we are pleased to present to the Conference recommended
policy revisions in three major areas: the first, federal assistance for urban com-
munity development; second, the housing subsidy delivery system; and third, federal
assistance for rural community development.

Last year this Committee recommended, and the Conference adopted, a series
of policy statements calling for the adoption of a National Community Develop-
ment Policy, including the participation by Governors in meetings of the President's
Domestic Council. We will continue to press the Administration and the Congress
for the adoption of a National Community Development Policy as outlined in the
existing policy of this Conference. With regard to federal assistance for urban
community development, the Committee is recommending policy which outlines
the criteria for an acceptable system of community development block grants to
States and localities. The Administration and the Chairmen of the House and
Senate Banking Committees have proposed legislation in this area and we are hope-
ful that a system of community development block grants will be approved during
this session of Congress.

We also recommend the adoption of a policy to make use of existing housing
through rehabilitation. Detailed studies and policy discussions are currently taking
place within the Administration concerning the feasibility of recommending legisla-
tion to the Congress which would expand federal housing rehabilitation programs.
In the field of housing subsidy programs, the Committee is recommending an
amendment to existing policy on housing. We call on the Administration and the
Congress to support positive efforts at the national, state, and local levels to remove
all racial discrimination practices which may impede the construction, sale, or rental
of housing. The Committee also recommends that the necessary legislative and
administrative mechanisms be established to attack problems of the availability of
subsidized housing on a housing market or metropolitan area basis.

One of the most pressing problems facing this country in the years ahead is the
current maldistribution of our Nation's population. This problem has not gone
unnoticed by our Nation's leaders, but there has never been a clear commitment
toward its alleviation. The Committee strongly believes that incentives must be
established for business and industry to locate in rural areas and that private capital
must be committed to assisting small cities and towns to develop in accordance with
locally determined goals and objectives. Until these things are accomplished, this
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Nation may never be able to correct the present maldistribution of our population.
Accordingly, the Committee is recommending the establishment of a system of tax
incentives which would encourage business and industry to locate in nonmetropoli-
tan areas. These tax incentives could be in the form of corporate income tax deduc-
tions.

The establishment of an appropriate vehicle, such as a National Food and Fiber
Board, to stabilize agricultural prices, to raise earnings of producers and to maintain
reserves necessary for price stability is recommended by the Committee. The
members of the board would be nonpartisan, appointed by the President, and would
represent all phases of modern agriculture. The concept of a National Food and
Fiber Board builds upon the successful experience of the Federal Reserve Board
which regulates the Nation's supply of money and credit.

At this time it is our pleasure to announce two actions taken by the Rural and
Urban Development Committee during its meeting last Sunday. First, the Com-
mittee requests that the Executive Committee of the National Governors' Confer-
ence authorize its staff to negotiate a grant with an appropriate federal agency for
the establishment of a team of qualified experts, under the direction of the National
Governors' Conference, which will, upon request, assist Governors in implementing
community development programs and strategies. Second, the Committee accepted
the invitation of Secretary George Romney to meet with him and other members of
the Domestic Council to discuss the content of the President's report on urban
growth policy which will be submitted to the Congress next February. In order to
expedite these discussions, it is the wish of the Committee that the new Chairman of
the Governors' Conference expedite the appointment of members of the Rural and
Urban Development Committee. The Committee members and Secretary Romney
agree that it is imperative for Governors to have a significant voice in the policies
which will be enunciated in the President's Urban Growth Policy Report. Now,
fellow Governors, that concludes the report, but the distinguished Governor from
Illinois, Governor Ogilvie, would, I believe, like at this time to submit an amend-
ment, if it is in order, Mr. Chairman.

GOVERNOR OGILVIE: Mr. Chairman, I have learned that Congress recently
has passed, and the President has signed, legislation which extends the Economic
Development Act of 1965. The changes in the legislation require that the EDA use
25 to 30 percent of its public works money, which is about $170,000,000 in fiscal
'72, in "special impact" areas. These areas have not yet been defined. However, the
criteria which the EDA officials are now working on will most likely favor urban
pockets of poverty and high unemployment. This was the intention of the Congress.
It means that the rural areas which had been expected to receive all but 5 to 10 per-
cent of the EDA's public works funds are now only going to have about 70 to 75
percent as much as they would have expected under the old legislation; while addi-
tional authorization has been provided, no new funding has been appropriated.
Recognizing the economic development significance of public works funding in the
rural areas, I believe the Governors should urge the federal government to ensure
that rural areas will not be effectively penalized by this legislation.

In this regard, I would like to offer the following addition to our existing

116



Policy A.-5. I might say the staff has checked with the members of the Committee
on Rural and Urban Development, those who are present, and they are in agreement
with this proposal of mine. I quote: "The National Governors' Conference urges
the federal government to take whatever steps are necessary to ensure that sufficient
public works funds are available under the Economic Development Act of 1965,
so that rural areas will not receive less in coming years than they did in the past as
a result of the 'special impact' provision of the recently passed amendment to that
Act."

Before I move the adoption of this amendment, I would also like to say that
Illinois has - as have other Midwest States, Iowa and Michigan as examples-
created a special cabinet committee to address our efforts in behalf of our very
important rural areas, particularly in these agricultural States in the Midwest, and
I was delighted to learn of the creation of the Coalition for Rural America. I am
going to find out more about it, and I am going to urge my fellow Governors also to
inform themselves and to cooperate in any way that is possible, because it is vital
that we strengthen the rural areas. Mr. Chairman, I move the adoption of this
amendment as I have read it.

GOVERNOR HEARNES: Governor Moore from West Virginia and Governor
Exon from Nebraska second the motion. Is there any further discussion on the
motion of the Governor from Illinois? Are you ready for the question? The motion
has carried and the amendment is adopted. Now to the policy statement, as
amended, is there any discussion? The Governor from Pennsylvania.

GOVERNOR SHAPP: Mr. Chairman, I would like to make several comments
on this proposal. First, I will preface my remarks by making this statement to many
of the Governors who may not be aware that agriculture is the second largest in-
dustry in Pennsylvania. The dairy industry in Pennsylvania is second only to steel.
So Pennsylvania many times is considered just an industrial State, but we have a
very large agricultural industry in our State and what happens in the agricultural
community is of great importance to the economy of Pennsylvania. Half of the
poverty in Pennsylvania is in the rural areas, and so I am very much concerned about
strengthening the agricultural economy. I am very much concerned also, on Page 10,
Item V, about the adoption of a National Economic Policy, and the new proposal
that Congress should adopt a system of tax incentives to encourage business and
industry to locate in nonmetropolitan areas.

I wish to strongly oppose that proposition. If you start this, then you have to
have tax incentives in some of our other cities for other concerns, and, before you
know it, we have a whole series of tax incentives that will start whipsawing the States
and communities throughout this Nation. I think this is not a good policy. More
importantly, one of the major problems facing our urban centers today is the flight of
industry to the nonmetropolitan areas and the fact that our urban transportation
systems, generally, are designed to bring people from the nonmetropolitan areas
into the cities. I know in Pennsylvania all of the urban mass transit systems that
are now in operation are designed just for that purpose, to bring the people from
the suburbs into the city. As a result, as industry is moving out of our cities, the
people in the urban areas find it very difficult to get out to the places where the new
jobs are, and this is creating additional problems inside our cities. I think it would
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be a poor policy and a wrong policy to have tax incentives now that would encour-
age industry to locate in nonmetropolitan areas because it would just augment this
already bad situation.

Then I would like to ask a question of the Chairman of the Committee. On
Page IO-A, the statement, "Congress and the Administration should adopt the
concept of stability and parity of resource earnings as the long-term policy goals
for modern agriculture and then establish an appropriate vehicle such as a National
Food and Fiber Board," and so on. I would like to know the difference between
the operation of such a proposed National Food and Fiber Board and the old board
that was in existence during the Hoover Administration.

GOVERNOR SMITH: Governor Shapp, I will let Governor Exon of
Nebraska comment on that, because he has been very, very interested in this recom-
mendation. Governor Exon, would you comment?

GOVERNOR EXON: Thank you, Mr. Chairman. To my friend Governor
Shapp, I take sharp issue with both of the statements that you have just made.
First, you asked why we need tax incentive for rural America. I suggest that there
are those of us in this room who have helped for years and will help in the future to
meet the problems, financial and otherwise, of our great urban society. One of the
things that we hear often, and I have heard Governors from several States say, we
can't afford to take any more people, we don't want any more people in our States,
especially in our urban areas. I think that giving some tax incentives to industry to
locate in rural America is necessary, because, if we are going to keep people in rural
America, in rural Pennsylvania, then I think it is important that we give some incen-
tives to industry to locate factories there to keep the people there, rather than having
them continue to move into Philadelphia.

The second part of your question regarding the difference between the Food
and Fiber Board that the Committee has unanimously proposed and the board that
was in existence way back in Herbert Hoover's days, I suggest that it is significantly
different in many ways. Here is an action board with authority to do something
about agriculture. I would submit that the board back in Herbert Hoover's days
was a board without any real power. If we are going to do anything about the prob-
lems of agriculture, other than just talking about it, I think we should recognize that
we have to take a bold, firm move in this area. Even if there is some similarity, as
has been suggested, between the proposed National Food and Fiber Board and that
old board of yesteryear, I say that is no reason to turn down innovative suggestions
today. I, for one, am weary of going to conference after conference and hearing
people say, we shouldn't do this because it won't work, without offering anything
in the way of a reasonable alternative. Thank you very much, Mr. Chairman.

GOVERNOR HEARNES: The Governor from New Jersey.
GOVERNOR CAHILL: I would like to support the position that Governor

Shapp has taken for one other reason, which I would respectfully call to the atten-
tion of the Conference. We in New Jersey have had this experience of businesses
moving out of the inner city and going into the suburbs or into rural areas. The
problem is, however, that the people can't move out with them, because the com-
munities do not provide housing, and the result is that the suburban community or
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the rural community gets the rate, but the city still has the problem of providing all
of the educational needs of the family.

I think there must be some tie-in between a tax incentive going to a business or
an industry that moves into a rural area and a requirement which would also provide
adequate housing for the workers that are employed there. Otherwise, you will be
continuing the trend of placing tremendous burdens upon the major cities of this
country. You will be depriving them of the needed ratables and, at the same time
requiring that they still provide necessary services. This has happened in my State.
I think the Governor from Pennsylvania has made a very valid point. New Jersey
certainly has rural areas and certainly has all of the problems, I am sure, that the
other States have in this respect, but we have had many experiences such as I have
cited. I think this is a matter that really should receive serious consideration.

GOVERNOR HEARNES: Is there any further discussion? Governor Williams.
GOVERNOR JACK WILLIAMS: This is one of the most important subjects

I think we can discuss, and I am interested in the input of the various Governors.
Actually, our major towns, our big cities, are growing because people are voting
with their feet. It is easier to get your welfare check; it is easier to live in the city than
it is out on the farm. About one hundred years ago we had the Homestead Act
which took many of the unfortunates and those who wanted to try their skills and
began to develop the Midwest and the West. I think somewhere we have to find
the answer to this, because your big cities are getting loaded with people who are
easily aroused. We are going to pack these big cities with unfortunates and we are
not going to be really able to control them. So we are building immense potential
tinderboxes in every city for riots and everything else, and I think one of the things
we as Governors are going to have to look at is to try to encourage people to move
back into the rural areas.

Over 50 percent of the counties lost population in the last census. That means
that we have a lot of open space that we ought to begin to use. We ought to begin to
use it intelligently and wisely, not just with a tax incentive to industry, but perhaps
housing incentives as well. This is the major problem, and I am interested to see the
display of the information here and the different opinions.

GOVERNOR HEARNES: Is there any further discussion? The Governor
from Pennsylvania desired time to prepare an amendment. Is the amendment
prepared?

GOVERNOR SHAPP: Yes. Mr. Chairman, I would like to move that the
report of the Committee on Rural and Urban Development be amended by
deleting Lines lO and l I on Page lO under Article V, the lines that read, "Congress
should adopt a system of tax incentives to encourage business and industry to
locate in non-metropolitan areas." I do not disagree, I might add, with the Governor
of Nebraska on the great need to help develop the rural areas of this Nation, but I
do not believe that this would accomplish this purpose but could, in effect, have
another bad effect on the urban areas of the Nation.

GOVERNOR HEARNES: Is there a second to the motion of the Governor
from Pennsylvania?

GOVERNOR CAHILL: I will second that.
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GOVERNOR HEARNES: The Governor from New Jersey seconds the motion
of the Governor of Pennsylvania to amend the report. The Governor from Illinois.

GOVERNOR OGILVIE: Mr. Chairman, I would like to remind the members
of this Conference that we have adopted a policy position which is not a part of this
particular Committee's work, entitled "National Voluntary Population Distribu-
tion Policy," which you will find in your books on Page 40, identified as F.-4, which,
I think, is going to have to also be considered in light of the amendment that is
being offered here.

GOVERNOR HEARNES: Is there any further discussion? The question is
on the amendment of the Governor from Pennsylvania. The Governor from Texas
desires to be heard.

GOVERNOR SMITH: Mr. Chairman and fellow Governors: It is my belief
that Governor Williams made avery, very important point just a moment ago when
he pointed out the effects of overpopulation in our large metropolitan areas, bring-
ing about the riots and the demonstrations and the hell-raising. If we are going to
make any strides toward correcting so many problems that now exist in our large
metropolitan areas, it seems to me that this is the way to do it. I understand why
it is so difficult to get federal funding in the rural areas, because there are not many
votes in the rural areas, but I can also understand that this would solve many, many
problems. In lieu of this, I respectfully move to table the proposed amendment.

GOVERNOR HEARNES: A motion has been made to table the amendment.
I want to inquire of Mr. Crihfield, because, if we used the Jefferson City rules, that
takes a policy statement with it; it is also the same rule in Cannon's Precedents. I
realize we have our own rules, but I have a red light in front of me.

GOVERNOR LOVE: Mr. Chairman, might I suggest to the Governor of
Texas, the simplest way to handle this without a parliamentary problem would just
be to vote on the amendment.

GOVERNOR SMITH: I move to withdraw the motion and we will just vote
on the amendment if it is all right.

GOVERNOR HEARNES: Are we ready now for the question? The motion
of the Governor from Pennsylvania is defeated. Now we are back on the main ques-
tion, which is the policy statement submitted by the Governor from Texas, as
amended. Are you ready for the question? The motion has carried. The policy
statement is adopted. I now recognize the Governor from the State of Washington,
Governor Evans.

GOVERNOR DANIEL EVANS: Governor Hearnes, members of the Confer-
ence: The Committee on Transportation, Commerce, and Technology has con-
tinued the activity of last year, expanded on some of its policy statements, and will
make a recommendation for the concentration of effort during the upcoming year.
I would like to pick three or four of the major policy areas, express them to you,
and then move the adoption of the report. First, I would like to thank the members
of the Committee for their participation, particularly the staff members of the
Governor members of the Committee, and to Mike Dye of the National Governors'
Conference staff for his efforts.

Policy Statement D.-I is perhaps the key statement of this report, in that it
deals with the state role in balanced transportation planning and development.
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I won't go into all elements of this policy statement because much of it is an expan-
sion of last year's statement. Item No. I commends the Department of Transporta-
tion of the United States for relying on the States for the development of the National
Transportation Needs Study. I cannot overemphasize the importance of this needs
study which is now being conducted. I understand that most States have now re-
sponded with their needs studies to the federal government. The Committee urges
the federal government to continue this cooperation by consulting fully with the
States in the subsequent development, then, of a National Transportation Policy,
which unquestionably is going to be forthcoming from the federal Administration.
We recommend full use of the data contained in the needs study as a basis for setting
continuing priorities under any proposed national transportation policy.

In Item No.3, this is a continuation and an expansion, to some degree, of our
recommendation last year that all States develop administrative and legal structures
equal to the challenge of a balanced and integrated transportation system. It is es-
sentially a recommendation that each State consider the importance of a state de-
partment of transportation, paralleling in its major emphasis the work done at the
national level. Item No.4 is new. It endorses, in principle, the new program now
before Congress, the principle of transportation revenue-sharing; specifically, how-
ever, we believe the following provisions are vital. Now, some of these provisions
are not in the transportation revenue-sharing proposal submitted by the national
Administration to the Congress. I want to be very careful to read and explain the
specific provisions we call for, because I think it will relieve some of the apprehen-
sions voiced by Governors as to the transportation revenue-sharing proposal.

First, each State is guaranteed that its share of funds from each trust fund will
not be reduced, either by a diminished allocation to any State - and that could
come, of course, by the establishment of a Secretary's discretionary fund - or by
an automatic pass-through to local government which is greater than the existing
amount now passed through by the States and, of course, that is a trend which I
see in many federal acts now being considered, a direct federal-city or federal-
county relationship by-passing the States to a greater degree than they are already
being by-passed. I think this is an important element we must stand for in transpor-
tation revenue-sharing.

Second, that the federal government not be permitted to withhold trust funds
or to divert them from transportation purposes. The withholding, of course, has
been before this Conference for at least the past four years, and for at least that
number of years the federal administrations, both the previous one and this one,
have withheld trust funds. The diversion from transportation purposes is, I think,
a clear danger, suggested by many in Congress. We must recognize the continuing
and growing total transportation needs, not seek diversion from transportation
purposes.

Third, that each trust fund which is part of transportation revenue-sharing
continue to be identified. Fourth, that the interstate highway fund be made part of
the transportation revenue-sharing upon completion of the interstate system. Again,
this is a call for continuation of transportation moneys to be utilized in transporta-
tion affairs, rather than the clear danger I foresee of at least some suggested diversion
to other purposes. Item 5 of this section, the State Role in Balanced Transportation,
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is a repeat, essentially, of last year's proposal, and an expansion of some additional
language.

What this really responds to is the desire, once moneys are distributed by the
federal government to the individual States, that each Governor be allowed to act
as a Chief Executive to deal with his own priorities in his own State, and that some
flexibility in transportation funding, some ability to shift, if need be, from one mode
to another, be given to each State. Let me be very clear in saying that this does not
contemplate, in any respect, the shifting from one mode to another at the federal
level but at the state level once moneys get to the States.

Several other items ought to be mentioned: in Policy Statement D.-2 on
Transportation and the Environment, we have called in the last sentence for opposi-
tion to any federal penalties where Congress has failed to ,appropriate funds which
have been authorized to aid States in carrying out these programs. This is the pres-
ent situation in several instances, where there is at least the threat of federal penalty,
where at the same time Congress has not appropriated the moneys necessary to
carry out the programs for which the penalties are attached. In Statement D.-3
under highways, the significant addition is a request for an unbiased study to
determine the sufficiency of the proposed 42,5OO-mileInterstate System in fulfilling
the intent of the system as described in the 1956 Act. We are reaching completion of
construction of our present Interstate System. This calls for a time of study to deter-
mine whether, indeed, the present 42,500 miles is sufficient, whether it ought to be
added to in terms of the principles and goals of our Interstate System.

Item D.-7, dealing with railroads, was the subject of some concern by Com-
mittee members, and there is some change, frankly, in the italicized policy state-
ment. It expresses a concern over reduced rail passenger service. It urges a reas-
sessment of basic passenger needs and adequate federal funding to meet these needs,
and calls for an additional role, a significant role, for the States in the determination
of necessary services and facilities for a balanced rail transportation system, and
urges the Congress to review possible expansions of Amtrak at the earliest possible
date.

Item D.-lIon insurance: I would like to call to your attention again the
Committee's response to no-fault insurance, and some concerns or some questions
expressed by members of the Committee. The key element of this policy statement
is the second paragraph dealing with the no-fault system of automobile insurance.
It says, "Some have argued a uniform national system must be imposed from the
federal level. However, we believe if 'no fault' is to be adopted, that individual state
action and interstate cooperation could produce a 'no fault' system which is uniform
enough to meet the needs of interstate vehicle accidents and flexible enough to suit
the conditions in each State."

The final Policy Statement, D.-12, is in the field of technology. This is a more
general statement of the need for greater interstate and greater federal-state co-
operation in the development of modern, technological means of dealing with infor-
mation systems and with those elements that are drastically or basically needed for
gubernatorial decision-making. It is the view of our Committee that the concentra-
tion of effort during the upcoming year very likely ought to be in this field, and
that we could contribute greatly to the ability of each State and each Governor to
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manage his responsibilities if we can provide specific direction and advice in the
field of modem technology as it is applied to executive decision-making. Mr.
Chairman, those are the highlights of our Committee report, and I do now move the
adoption of the Policy Statements of the Committee on Transportation, Com-
merce, and Technology.

GOVERNOR HEARNES: The motion has been made by the Governor from
Washington for the adoption of the policy statement.

GOVERNOR JOHN BELL WILLIAMS: I second it.
GOVERNOR HEARNES: Is there further discussion? The Governor from

Nevada.
GOVERNOR MIKE O'CALLAGHAN: Mr. Chairman, because of the com-

plexities involved in D.-I, Paragraph 4, "State Role in Balanced Transportation
Planning and Development," we had a five-page report submitted to us, and I was
able to read it, from the distinguished Governor from Texas. I believe the com-
plexities involved here, and the lack of adequate information, makes it necessary
that I at this time submit a substitute motion to refer not the whole report but just
Paragraph 4 of D.-l back to the Committee for further study.

GOVERNOR ANDRUS: Mr. Chairman, I second the motion.
GOVERNOR THOMAS J. MESKILL: Mr. Chairman, I think that, in view

of the explanation by Governor Evans, the substitute should not be accepted and
that we should accept the Committee report.

This was discussed by the Committee at great length, including the concerns of
Governor O'Callaghan, and a change in the language was made.

GOVERNOR HEARNES: Governor Meskill, may I interrupt you. There
was a second to the Governor of Nevada's motion by the Governor from Idaho.
The Chair rules that such motion is out of order in referring a portion of a policy
statement back to the Committee for further study. The Chair feels that the proper
procedure there would be to offer a motion to delete that part of the policy state-
ment which is objectionable to the Governor, or to correct it in any way that he sees
fit. The Chair would be happy to give the Governor time to prepare such an
amendment if he so desires.

GOVERNOR O'CALLAGHAN: At this time, Mr. Chairman, I move that
Paragraph 4 of D.-l be deleted from the report.

GOVERNOR HEARNES: The Governor from Connecticut.
GOVERNOR MESKILL: My message will be the same. I would urge that the

motion be defeated and that the report be accepted as printed. We did make an
amendment, as I say, to remove any doubt that, by accepting this report, we are not
endorsing the program of the Administration. We are endorsing it in principle
only. With the explanation that Governor Evans has given, I would urge the
members of the Conference to support the action of the Committee.

GOVERNOR HEARNES: The Chair wants to be sure the Governor of Idaho
would second the new motion by the Governor of Nevada.

GOVERNOR ANDRUS: Mr. Chairman, I do second the motion that was
made by the Governor from Nevada. I would like to comment upon that motion.
Knowing we are trying to close and get out of here, I think, as has been pointed out
by the Governor of Nevada, this is important. If you will look at Subsection 4 of D.-I,
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the first sentence, "We endorse the program of transportation revenue-sharing pro-
posed by the national administration," I hope that the members of this Conference
would not think that the Governor of Nevada and myself are looking at this from a
partisan standpoint. I would ask you to look at what has been proposed, Mr.
Chairman, and members of this Committee. We talk about the 10 percent of the
highway trust fund corning off the top of discretionary funds. We then look at the
35 percent of the highway trust funds that can and will be passed through to the
cities without going upon your state networks.

I would point out that my friend, the good Governor from Washington,
Governor Evans, mentioned the subject of "hold harmless." I would ask you to
also understand that the "hold harmless" as proposed in this piece of legislation
does not provide for any growth whatsoever within it. I would also point out that
the pass-through, that portion of the 35 percent of the Highway Trust Fund moneys
that could be passed through to the cities, would count against the State's share.

I do agree with the Governor from Washington in the report where he suggests
that we should have flexibility at the gubernatorial level to establish our own priori-
ties once it gets to the State. But some of us, where we are looking at primary con-
struction funds, are admittedly not faced with the problems of States such as New
Jersey or the Philadelphia-Pittsburgh portion of Pennsylvania. We would prefer to
have this money utilized as highway construction money, as this dedicated fund
was originally established, instead of permitting those moneys to be used for mass
urban transportation. This legislation does not distinguish between facilities and
capital outlay for equipment and, therefore, many of us have a high degree of con-
cern over the lack of methods that have been proposed. I would be prepared to yield
to any questions.

GOVERNOR HEARNES: Is there any further discussion on the motion? The
Governor from the State of Washington would like to be recognized.

GOVERNOR DANIEL EVANS: Mr. Chairman and members of the Con-
ference: I share precisely the concerns expressed by Governor Andrus of Idaho and
Governor O'Callaghan of Nevada, but I certainly urge that we do not strike from
the report this particular paragraph, because transportation revenue-sharing is a
real issue. It is now in front of the Congress, and I think it is important for us to
express our concerns and the principles under which we would like to see revenue-
sharing in the transportation field. If we are silent on the issue, I think, then, we are
much less likely to be influential in the debate on transportation revenue-sharing,
which is now in front of Congress. Let me speak again to the specifics we have in
this paragraph, because I think they do get exactly at the concerns which I share
also.

First, we endorse, in principle - and we added those words - the program of
transportation revenue-sharing, because we do have these other concerns that we
go on to express in the body of Paragraph 4. Specifically, each State is guaranteed
that its share of funds from each trust fund will not be reduced, and I think that
speaks directly to the concern Governor Andrus expressed of the discretionary
funds of the Secretary, which does have the effect of reducing each State's share of
trust fund moneys. There would be no reduction "either by a diminished allocation
to any State", and that speaks specifically to the discretionary fund, "or by an
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automatic pass-through to local government which is greater than the existing
amount now passed through."

I think it is pretty obvious that we are unlikely to take back moneys now going
directly to cities and to counties, or that are now automatically passed through, but
this paragraph specifically opposes increasing any such share and, therefore, I
think it is important for this Conference to go on record expressing that, because it
again deals directly with the concerns that have been earlier expressed. In addition,
it talks about the withholding of trust funds, and the diversion from transportation
purposes. I think these also are very important elements to speak to, and I am
afraid if we wait for another year or for even another six months, the issue may very
well be decided in Congress and we will be unable to have our voices heard as mem-
bers of this Conference.

GOVERNOR O'CALLAGHAN: Mr. Chairman, Governor Evans' explana-
tion is excellent. However, we are dealing with a trust fund, the trust fund created
by the users. How we can fail to diminish the amount of money coming down for
highway use by first taking 10 percent off the top for the Secretary to use at his
discretion is questionable.

GOVERNOR HEARNES: May I interrupt you just one moment, please?
GOVERNOR O'CALLAGHAN: You certainly may.
GOVERNOR HEARNES: Let's see if there is any further discussion before

I recognize the Governor from Nevada to close on this amendment. Is there any
further discussion on his amendment? The Governor is recognized to close.

GOVERNOR O'CALLAGHAN: My statement has already been made. I
cannot see how we can say that the fund will not be diminished, when the first
JO percent is taken off the top by the Secretary of Transportation for his use.
Furthermore, I again wish to state that this trust fund, this federal-state program,
has been the most successful we have had in the history of our Nation, and for us
to take the users' fund and start to play with it, so to speak, in this special type of
revenue-sharing, I think, is dangerous. Thank you.

GOVERNOR HEARNES: The motion has been made on the amendment of
the Governor from Nevada. All those in favor of adoption of that amendment will
say "aye". Those opposed say "no". The Chair is in doubt. Those who favor the
adoption of the amendment will stand. Those who oppose will now stand. The
amendment is defeated. We are now back on the policy statement. Is there any
further discussion on the policy statement? The Governor from Tennessee.

GOVERNOR DUNN: Mr. Chairman, I would like to ask Governor Evans if
there was any consideration during his Committee's deliberations regarding the
current efforts by Secretary of Transportation Volpe to withhold highway funds
from States not in compliance with the Highway Beautification Act.

GOVERNOR DANIEL EVANS: Governor Dunn, the Statement D.-2, the
last sentence, although not specifically pointing up the Highway Beautification
Program, is aimed exactly at that point, where we say, "We oppose any federal
penalties where Congress has failed to appropriate funds which have been authorized
to aid States in carrying out these programs." I have expressed myself to the Secre-
tary and to Congressional leaders on this very point, that I think it is wrong for
them to attempt to assess penalties when they have not provided the funds necessary
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to carry out the programs, and this most specifically deals with the Highway Beauti-
fication Program.

GOVERNOR HEARNES: Is there any further discussion? Are we ready for
the question? The motion has carried. The policy statement is adopted. The Chair
now recognizes the Governor from North Carolina to report for the Subcommittee
on Revenue-Sharing.

GOVERNOR SCOTI: Mr. Chairman, last year the National Governors'
Conference adopted a policy statement position on revenue-sharing. Part of the
policy position directed the Executive Committee, and I would like to quote that
language, to "employ every means available toward the immediate and favorable
enactment of revenue-sharing." Based on that, the Chairman appointed three
members of the Executive Committee as a special Subcommittee on Revenue-
Sharing to assume this responsibility. Governors Mandel, Holton, and myself
have personally testified on behalf of revenue-sharing before House and Senate
Committees. We have met with the Presidents and Executive Directors of the
National League of Cities, the Conference of Mayors, and the National Association
of Counties. Beyond that, our principal staff aides, together with Charles Byrley,
Director of our Washington office, have had numerous and continuous discussions
with staff officials in the White House, Treasury Department, and appropriate
Congressional committees.

Your subcommittee wishes to make it very clear that extensive efforts are still
under way to bring about some form of revenue-sharing in this Congress and in this
session. Until this morning's report by Governor Nunn, we were very encouraged
and believed that a bill would be reported by the House Ways and Means Com-
mittee. Senator Long, Chairman of the Senate Finance Committee, promised the
Executive Committee of this Conference that he would move quickly on a revenue-
sharing bill once the House had acted.

We appreciated the President's remarks before a joint session of Congress on
September 9 reaffirming his desire for revenue-sharing. We agree with the Presi-
dent's remarks, and I would like to quote those remarks: "To be a healthy Nation,
a strong Nation, we need to restore the health of our government institutions. That
is why I again urge the Congress to act in this session on the far-reaching proposals
of revenue-sharing which I have proposed, to help revitalize our state and local
governments and to ease the crushing rise of property taxes in this country."

As you know, it is not necessary for us at this Conference to take any formal
action on revenue-sharing since we already have a very definitive policy position.
It is important, however, that each of us continue our efforts to secure passage of
revenue-sharing in this session of the Congress. In particular the subcommittee
urges each Governor to continue discussions with your Congressional delegation to
take positive action on revenue-sharing in order that we might obtain action in this
session of the Congress. Thank you, Mr. Chairman.

GOVERNOR HEARNES: Thank you, Governor Scott. The Governor from
Kentucky, do you desire recognition?

GOVERNOR NUNN: I would just like to repeat what I said earlier, in that
this has been a request that has not only been sent to Congress by the National
Governors' Conference, but at the recent Midwestern Governors' Conference in
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which I recall that our Chairman spoke. I recognize that it is much easier, I would
think it would be, for a member of Congress to meet and greet the group that is
going up tomorrow, the members of the National Governors' Conference's Execu-
tive Committee, to talk with them. I think that they should definitely go there, but
I think it would be a different situation if we brought him here or if he would agree
to come here or find out why he would not come here, and I think that transporta-
tion can be arranged. This is my last National Governors' Conference - I have
less than 83 days in office - and I would like to have him come here and face the
Governors and face the Nation and tell us why he won't move forward on this. We
are being completely ignored. I know of no other area where the Governors' requests
have been so completely ignored as they have been by the Chairman of the Ways
and Means Committee, and I believe that I am, in effect, quoting what I heard our
Chairman say. I would like to join with you at this time in urging him to come
here and urging him to come today. I can wait one more day. I can stay down
here, and I trust the other Governors could.

GOVERNOR SCOTT: Mr. Chairman, I would just like to comment on the
Governor's statement. The members of the subcommittee have experienced, how
shall I say it, a considerable softening of attitude, I think, on the part of Chairman
Mills, in that at least there has been a willingness on his part to meet with the
representatives of this Conference, and a working arrangement has been worked out
with members of the staff. I think within the past 30 days we have seen this come
about, to the end that I feel far more confident now than I did. I think, furthermore,
that the mayors and local governmental officials' representatives realize that they
aren't going to get any kind of bill unless they have the support of the Governors
and that we have to be in it together. Because of this, the Governors are able to have
more impact and a greater influence than they have had before. I just would com-
ment that the attitude has changed.

GOVERNOR HEARNES: Communications, as the Governor from Kentucky
has ably pointed out, were under way for many, many weeks prior to this Confer-
ence, and they were of no avaiL I well recognize the thoughts Governor Nunn must
have, knowing, as he said, that he is soon to leave as Governor. I just doubt the
success of another telegram. If I may suggest, considering the remarks made by
the Governor of North Carolina, it would be more appropriate for the new Chair-
man, who will be in Washington tomorrow with as many members of the Executive
Committee as can go with him, to call upon the Congressman, the Chairman of the
House Ways and Means Committee, once more. I think he can understand the
concern, not only that expressed by the Governor from Kentucky, but that shared
by other members of this Conference, and I think he can express that ably. I believe
possibly that this would serve our purpose much better than anything else we could
do at this particular time.

GOVERNOR NUNN: It appears to me, Mr. Chairman, that, while we are here
in session this morning, for him to announce that he is not going to take it up is
almost an affront to the National Governors' Conference. He knows we are here
and that he was invited to come here, and it seems to me that, in view of what we
have requested, it is slapping us right in the face. I don't know, maybe I have taken
the wrong view on it, but I would like to see it come to pass during my time in office.
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GOVERNOR MANDEL: I would like to try to clarify this a little bit. I per-
sonally spoke to Chairman Mills, and we had had an appointment for our subcom-
mittee to meet with him to discuss this whole problem. When the President an-
nounced his decision on the economic situation, I again called the Chairman, and he
said that he was going to take up the President's recommendations first, and then
would reschedule that meeting. He had hoped that he could take up the President's
policies first in the early part of October, and immediately thereafter would re-
schedule the meeting, so that we could try to meet with him and give him the input
that we wanted to. Now, we had met with him several times prior to that. I don't
think there is any attempt on the part of the Chairman to put this off completely.
He was responding to a request that other legislation be taken up prior to revenue-
sharing.

GOVERNOR HEARNES: The Chair wants to say again that many times
meaning has been lost when repeated, and I think it would be much better if the new
Chairman could get the information firsthand and communicate with each member
of the Governors' Conference. We will then know exactly what his intentions are.
The next order of business will be consideration of resolutions or policy statements
offered by individual Governors under suspension of the rules. These are now in
order if the Governor has given appropriate advance notice, either Monday or
Tuesday, and has distributed the text.

GOVERNOR MANDEL: I would like to move that the rules be suspended to
allow the introduction of a resolution. It has been distributed, Mr. Chairman, the
resolution on National Economic Policy, and I would like to request that the resolu-
tion be read.

GOVERNOR LOVE: Mr. Chairman, may I suggest, in the interest of time, the
resolution suggested is before us, I am sure it has been read by all of us and it has
been widely publicized. I see no further purpose to be served by reading it again.

GOVERNOR HEARNES: Is that made in the form of a motion, the Governor
from Colorado?

GOVERNOR LOVE: I will so move.
GOVERNOR HEARNES: The motion has been made that the resolution not

be read.
GOVERNOR HOLTON: I second the motion.
GOVERNOR HEARNES: Are you ready for the question? The motion has

carried.
GOVERNOR HOLTON: I understood that the Governor of Maryland made

a motion to suspend the rules.
GOVERNOR HEARNES: The motion of the Governor from Colorado dealt

only with the reading of the resolution.
GOVERNOR HOLTON: Right, sir. I want to address myself to the motion

of the Governor of Maryland to suspend the rules. I would like to call the Chair's
attention to the fact that Rule I, Subsection 2, provides that, "In order to consider
any policy statement or resolution that has not been prepared and presented in ac-
cordance with Article VII, the Conference may suspend the Articles of Organization
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by a three-fourths majority vote." I ask for a division on the majority vote, on the
three-fourths majority vote.

GOVERNOR HEARNES: Division of the question has been asked and called
for. The Governor from Georgia.

GOVERNOR CARTER: I have a parliamentary inquiry, sir. Is this not the
same vote required for the passage of any policy statement by the Governors?

GOVERNOR HEARNES: Three-fourths. The Governor from Virginia
doesn't quarrel with that, but his division of question places before this body only
one question at this time, not the adoption of the resolution, but shall the rules be
suspended? That will require a three-fourths vote. If it carries, then, of course, the
amendment is before the body. If it does not carry, it is not before the body.

GOVERNOR MANDEL: Mr. Chairman, let me point out to the Conference
one pertinent fact. The rules require a 30-day period prior to the convention for
the introduction of policy statements. There was no possibility that this 30-day
policy could be observed in this instance, because the policy issue came up less than
30 days prior to this convention, so that there was no dereliction of duty. It was the
fact that it was impossible under the circumstances to prepare a resolution in
advance.

GOVERNOR HOLTON: Mr. Chairman, I repeat my request for a division.
GOVERNOR HEARNES: Division has been called for. All those in favor of

suspension of the rules will say "aye". Those opposed say "no". The noes have it.
The rules will not be suspended. The amendment fails for adoption of the motion.
The Governor from Maryland, I think you have another one.

GOVERNOR MANDEL: I move that the rules be suspended, Mr. Chairman,
to allow the introduction of a resolution on agricultural policy.

GOVERNOR HEARNES: You have heard the motion of the Governor from
Maryland.

GOVERNOR CARTER: I second the motion.
GOVERNOR HEARNES: It has been seconded by the Governor of Georgia.

Is there any further discussion? All those in favor of the motion of the Governor of
Maryland say "aye". Those opposed say "no". The Chair is in doubt.

GOVERNOR MANDEL: I would like to have a standing vote.
GOVERNOR HEARNES: All those in favor of the motion of the Governor

from Maryland will please stand. Please be seated. All those opposed will rise.
The motion of the Governor of Maryland is defeated. The Governor from Tennessee
is recognized.

GOVERNOR DUNN: Thank you, Mr. Chairman. On Monday I advised the
Chair of the intention I had to submit today a policy statement in conjunction with
Governor Jimmy Carter of Georgia. At this time I would like to defer, if I may, to
the Governor of Georgia.

GOVERNOR HEARNES: The Governor of Tennessee yields to the Governor
from Georgia.

GOVERNOR CARTER: Mr. Chairman, on Monday and Tuesday there was
evolved by the Governors of Tennessee and Georgia a statement on the subject of
an end to racial discrimination and a call for uniform application of a federal law,
and the application of federal court rulings nationwide on the subject of bussing of
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students. We consider this of paramount importance. The Governor of Alabama
had previously served notice that he has, I understand, withdrawn his request.

GOVERNOR HEARNES: Let me correct that before you go any further. The
Governor from Alabama has not withdrawn his motion, as I understand it.

GOVERNOR WALLACE: I have just deferred it.
GOVERNOR CARTER: We consider this an issue of bipartisan importance,

and the fact that a Republican Governor and myself have drafted it together, after
consultation with many Governors, is significant. We also would like to point out,
Mr. Chairman, that this Conference had never gone on record at any time in the
past calling for either the end to racial discrimination, nor for the uniform applica-
cation of federal laws in this very sensitive field, nor for an end to forced, massive
bussing of students.

We believe that this resolution which is before you is one which is very moder-
ate in tone, which would not be embarrassing to any Governor here, and which
would tend to bring our Nation's people back together. It would let us understand
where we stand so that we can proceed with the education of our children. The
President himself has said on many occasions, in the North and in the South, that
he feels substantially the way this resolution is expressed, and we move the accept-
ance of it, after calling for a suspension of the rules, as an expression of this Con-
ference. I might point out, Mr. Chairman, that the only way we can vote on this
resolution is to ask for a suspension of the rules. It requires the same vote, a three-
fourths vote to suspend the rules, as it does to adopt policies either previously
presented by committees or individuals.

At this time I move that the rules be suspended so that this policy statement
can be considered by the Conference. It has been on the desks of the Governors the
required length of time.

GOVERNOR HEARNES: You have heard the motion of the Governor from
Georgia. Is there a second to that motion?

GOVERNOR DUNN: I second it.
GOVERNOR HEARNES: Is there any discussion? The Governor from

Michigan.
GOVERNOR MILLIKEN: I call for division of the question. We are voting,

as 1 understand it, on the question of the suspension of the rules.
GOVERNOR HEARNES: We weren't voting unless you ask for division of

the question. We are voting on the suspension of the rules and the adoption of the
amendment.

GOVERNOR MILLIKEN: I ask for a division.
GOVERNOR LOVE: Mr. Chairman, just a point of inquiry. It is my under-

standing that the motion to suspend the rules is not debatable certainly on the
merits of the resolution in each instance. Is this true?

GOVERNOR HEARNES: If the Governor from Colorado raises that point
of order, I will be happy to rule on it. It has not been raised. Do you raise the
point of order?

GOVERNOR LOVE: I simply, for purposes not only of this motion but fur-
ther motions, do raise that point of order and would like a ruling.

GOVERNOR HEARNES: The Governor from Colorado has raised a point
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of order, that the motion for the suspension of the rules, for adoption of an amend-
ment, or even of the division of the question, is not debatable. The Chair has given
this a great deal of thought, knowing that such would arise. It is very clear from
Mason's rules that the motion for the suspension of the rules is not debatable. How-
ever, in order that I may be of some aid and comfort to those who follow me, I
would like to read from the Rules of Procedure of the National Governors' Con-
ference in Paragraph 2, the last sentence: "Under such suspension, the proposed
policy statement or resolution may be debated, amended and adopted". It is clear
that this takes precedence over Mason's. It is very clear that this is unclear.

In other words, if the motion for the suspension is not debatable, I think it
should be placed in clear form so no one will misunderstand it. There is a judgment
that could be made that this applies after the rules have been suspended. There is
also a judgment to the effect that, if that were true, it would be redundant, because
anyone would know that, after the rules were suspended, the amendment would be
handled as any other amendment, regardless of the suspension of the rules, and
when it was placed before this body. In my opinion, I consider this the same as a
constitutional point of order raised in any legislative body. Careful study of the
leading authorities on such, and in most legislative bodies, the Chair does not rule on
a constitutional point of order, but the body itself will rule on the constitutional
point of order. So I now am asking a standing vote on the point of order raised by
the Governor of Colorado, that the motion to suspend is not debatable. Those who
are in favor that that point of order should be sustained, rendering it, then, non-
debatable, will vote "aye"; those who are opposed will vote "no."

GOVERNOR MANDEL: Mr. Chairman, may I ask a parliamentary inquiry?
Are we going to do this on every motion, decide whether or not it is debatable or
not debatable, or are we making one firm policy?

GOVERNOR HEARNES: This is one firm policy for the rest of the morning.
I think it needs to be settled; I think this is the quickest way to settle it. I also think
it will help those in the future decide what to do. The Governor from Georgia.

GOVERNOR CARTER: This is a parliamentary inquiry, sir. Is it the under-
standing that a vote of "aye" on this motion would preclude either the introduction
of any policy statements by any Governor in this Conference, and also would pre-
clude the explanation of a policy statement before the Governors could determine
whether or not the matter should be considered? It seems to me a very important
point here, that, regardless of the substance or of how a Governor feels on this
motion, we ought not to close the door for a Governor simply to explain his policy
before the other Governors decide whether or not to debate it or to consider it.
Am I to understand that would foreclose that possibility?

GOVERNOR HEARNES: In my opinion, what this would do - of course,
the subsequent Executive Committees can change this or submit it to you and the
rest of the Governors for change - it would not preclude the introduction of any-
thing, it would only preclude a debate on the introduction of a proposed policy
statement which had not been submitted in accordance with the rules of this Con-
ference.

Are you ready for the question? If you vote "aye," you vote to sustain the point
of order, rendering a suspension of the rules non-debatable. Those who are in favor
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of sustaining the point of order will rise. It requires a simple majority. Please be
seated. Twenty-five votes were cast in the affirmative. The Chair deems it unneces-
sary to take the no votes unless someone requests it. The point of order has been
sustained.

We are now ready for the question. It is non-debatable. A motion has been
made by the Governor of Georgia that the rules be suspended and the resolution
be adopted. It has been seconded by the Governor from Tennessee. All those in
favor, say "aye." Those opposed say "no." The Chair is in doubt. Those who
favor the suspension of the rules and the adoption of this amendment will please
stand. Please be seated. Those who oppose, please stand. The motion of the
Governor from Georgia is defeated.

GOVERNOR CARTER: What was the count?
GOVERNOR HEARNES: Fourteen to twenty-two. The Governor from

Alabama.
GOVERNOR WALLACE: Mr. Chairman, I move now that the rules be

suspended in order that we might bring up this other resolution. We can't debate it,
but it applies to the same subject.

GOVERNOR HEARNES: A motion has been made that the rules be sus-
pended and the resolution of the Governor of Alabama be adopted. Is there a
second to that motion?

GOVERNOR JOHN BELL WILLIAMS: I will second it.
GOVERNOR HEARNES: Are you ready for the question? The motion is

defeated. The Governor from Puerto Rico.
GOVERNOR FERRE': Mr. Chairman, may I ask suspension of the rules to

consider a position of increased state government participation with application of
science and technology to domestic needs and to permit greater cooperation be-
tween the federal government and the state governments on this matter.

GOVERNOR HEARNES: The Governor from Puerto Rico moves the rules
be suspended and the resolution be adopted. Is there a second to that motion?

GOVERNOR MANDEL: I will second it.
GOVERNOR HEARNES: The Governor from Maryland seconds the motion.

Are you ready for the question? The motion of the Governor from Puerto Rico is
defeated. The Governor from Maryland.

GOVERNOR MANDEL: Mr. Chairman, I would like to ask for unanimous
consent of the Conference to allow the introduction of a resolution. This resolution,
gentlemen, is one merely of appreciation and thanks to our Host Governor and the
people of Puerto Rico, and I hope that this is not debatable.

GOVERNOR HEARNES: Is there a second?
GOVERNOR MOORE: I second it.
GOVERNOR HEARNES: The motion is unanimously carried. Is there any

other business? The Governor from New Hampshire.
GOVERNOR WALTER PETERSON: In the same spirit expressed by the

Governor of Maryland, I would like to move that we express our thanks to the
National Guard, the Puerto Rican police, in general, and the Criminal Investigation
Corps, in particular. I am sure we have all found them to be not only professional
perfectionists but also ambassadors of good will for Puerto Rico. These were
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difficult days here in the Commonwealth, and I think they handled themselves
well, and would hope that the other Governors would support this expression of
appreciation to the law enforcement people here on the Island.

GOVERNOR HEARNES: I think that is probably included in the resolution,
and the expression by the Governor of New Hampshire just placed added emphasis
on what all of us feel. However, these will be added. The Governor from Puerto
Rico would like to have a few seconds to respond before we ask for the report of
the Nominating Committee,

GOVERNOR FERRE: Mr. Chairman and fellow Governors: On behalf of
the people of Puerto Rico and of all the members of the National Guard, the police,
and so on who have been mentioned in this resolution of appreciation, I want to
thank you once more for your kindness, and to say again that we have been very
happy to have you as our guests on our Island. We look forward to your coming
back and giving us the pleasure of your company very many times in the future.
Mr. Chairman, the Youths for Puerto Rico Statehood have given me a resolution
which they have passed and which they want me to present to you, and I do so on
their behalf.

GOVERNOR HEARNES: Thank you. We will now have a report from the
Nominating Committee. The Chair recognizes the distinguished Governor from
Georgia, the Chairman of the Nominating Committee.

GOVERNOR CARTER: Mr. Chairman and members of the Conference:
The rules require that a Nominating Committee be appointed at this annual Con-
ference each year and make the report as the final order of business. I might say
that the members of the Committee are myself and Governor Sargent of Massa-
chusetts, Governor Smith of Texas, Governor Wallace of Alabama, and Governor
Whitcomb of Indiana. The Nominating Committee offers as its nominee for the
office of Secretary-Treasurer the name of Brevard Crihfield.

GOVERNOR HEARNES: You have heard the motion of the Governor from
Georgia. Is there a second?

GOVERNOR LICHT: I second it.
GOVERNOR HEARNES: Are you ready for the question? The motion is

adopted.
GOVERNOR CARTER: Mr. Chairman, I might say that I, along with many

other Governors who have testified before Congressional committees, have found
that Mr. Crihfield, Mr. Byrley and their staff have been very helpful to us in the
preparation of testimony. I, along with all of you, reserve the right to modify as we
see fit this testimony, but their background knowledge of data and policies of previ-
ous years has been very helpful.

The Nominating Committee has as its next recommendation the nomination
of the members of the Executive Committee. The rules require that, in the years
when the Republican Party has the privilege of having the position of Chairman,
the other members of the Executive Committee consist of five Democrats and three
Republicans. We have received recommendations as a Committee from the
caucuses of the two parties. The Democratic nominees presented herewith by the
Nominating Committee are: Governor Licht of Rhode Island, Governor West of
South Carolina, Governor Anderson of Minnesota, Governor Andrus of Idaho,
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Governor Exon of Nebraska. The Republican nominees to serve on the Executive
Committee: Governor Meskill of Connecticut, Governor Ogilvie of Illinois, and
Governor Dunn of Tennessee. I move that these nominees be accepted, sir.

GOVERNOR HEARNES: You have heard the motion of the Governor from
Georgia. Is there a second to the motion?

GOVERNOR WALTER PETERSON: I second it.
GOVERNOR RAMPTON: Mr. Chairman.
GOVERNOR HEARNES: The Governor from Utah.
GOVERNOR RAMPTON: I would like to be heard on these nominations.
GOVERNOR HEARNES: The Governor is recognized.
GOVERNOR RAMPTON: We have a rule just mentioned by Governor

Carter that assures political diversity of the Executive Committee. We have never
had a rule that assures geographical diversity. However, in all the Conferences
which I have attended, and this is the seventh, we have always taken into considera-
tion geographical representation. The Executive Committee, as now nominated,
were it a legislative body, would certainly be subject to attack for maldistribution.

Let me point out, the Pacific rim States, with 15 percent of the national popula-
tion, have not a single representative. The 15 western States, comprising 30 percent
of the States, have only one. Of the four Republican members of the Committee,
including the Chairman, not one comes from west of the Mississippi River, even
though virtually half of the States are from west of the Mississippi River. I believe
it is probably too late to do anything about it at this late hour, but I would serve
notice at this time that I will propose a rule at the next Governors' Conference
requiring geographical distribution of members of the Executive Committee.

GOVERNOR CARTER: To Governor Rampton, I might comment that the
rules require, to the extent practicable, the members of the Executive Committee
shall be widely representative of the various areas and regions of the United States.
The Democratic caucus, I think, took this into consideration, and you notice that
the representatives come from Rhode Island, South Carolina, Minnesota, Idaho,
and Nebraska. The Republican nominees come from Connecticut, Illinois, and
Tennessee, but I believe that, as the gentleman pointed out, he is not making a
motion to counteract the recommendations of the Nominating Committee, but to
express a personal concern about the lack of representation adequately from west
of the Mississippi. Is this correct?

GOVERNOR RAMPTON: That is right.
GOVERNOR CARTER: I believe the rules already require that to the extent

practicable this be done, if you care to look at the Articles of Organization.
GOVERNOR RAMPTON: I would suggest, Governor Carter, that, although

I am sure it wasn't done with design, the rule has not been followed, because it could
be practicably better distributed had the Committee set out with that in mind.

GOVERNOR CARTER: I understand. I would like to point out also that
the nominees for the two parties originated within the party caucuses. I think,
Mr. Chairman, that the nominations are ready to be considered by the Governors.

GOVERNOR HEARNES: You have heard the motion of the Governor from
Georgia. Was there a second to that motion? The Governor of New Hampshire has
seconded the motion. The motion has carried.
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GOVERNOR CARTER: Mr. Chairman, the third and last responsibility of
the Nominating Committee is to present to this body the name of the Chairman for
the coming year, and I would like to nominate the Governor from West Virginia,
Governor Moore.

GOVERNOR HEARNES: You have heard the motion of the Governor from
Georgia. Is there a second?

GOVERNOR CURTIS: I second it.
GOVERNOR HEARNES: The election of Governor Moore of West Virginia

is unanimous. I would like to have him come forth for the changing of the guard.
Arch, let me say that in the last meeting when I took this office I said it was the
second greatest honor ever accorded me, and I have not changed my mind. I know
that you will find the same to be true, and I want to hand you the gavel and wish you
the best of luck.

GOVERNOR MOORE: Governor Hearnes, my fellow Governors: I accept
the responsibility of chairmanship with the great appreciation of the people of my
State. We have acknowledged here this morning the manner in which our Host
Governor and a host of his fellow Puerto Ricans have made us feel at home here in
this beautiful island country. I would like to take just a moment, if I might, to
reiterate a point that was in that resolution but that was not drawn to your attention.
In its fifth paragraph it goes on record as saying that the National Governors'
Conference thanks Governor Warren E. Hearnes for his leadership and for the
tremendous job that he has done in service to the Governors and to the Conference
this past year.

Warren, I want you to know that I accept from you the same high standards
that I believe you have set in your chairmanship. I accept it as a challenge to handle
and to lead and to direct the Conference in all of its deliberations in the same
dignified, mature, and I think it has to be said, in a most fair and equitable manner.
I could not help but be pleased, Warren, with your adroitness today, because I
believe you may have saved the new Chairman and !~e Executive Committee a
number of headaches in some of the ensuing meetings that may take place. We
shall immediately begin to establish a dialogue, or re-establish a dialogue, with the
Chairman of the House Ways and Means Committee, bringing as forcibly to bear
as we possibly can the genuine concern of the Governors as to the status of revenue-
sharing, and the fact that it might obtain the same high priority of time that it had
previously on his agenda.

In addition, it is our hope, in presenting a program to the House of Representa-
tives or the Senate of the United States, that we can present effectively the policies
and positions that have been adopted by this Conference assembled, in such a way
that we might further our cause and the cause of our respective States. 1 ~..neve
that we can improve upon the dialogue, the effectiveness, perhaps the manner in
which our message has been translated to the membership of the National Congress.

I am concerned, as you are, particularly as an individual having previously
served in the Congress, that there seems to be a division of opinion among its mem-
bers in terms of priority on matters which certainly should be of great and significant
concern to each one of them. I am concerned that they relate to, and understand,
our specific responsibilities as the chief executive officers of our respective States.
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That shall be our cause, and I hope that we handle the responsibility in such a way
that it brings to this Conference the measure of respect that it justly deserves.

May I call to the attention of my fellow Governors that this morning represents
the last opportunity for us to share in the friendship of two of our members who
will be leaving office before we reassemble, and I would like to have you stand and
join me in expressing our best wishes to the Honorable Louie B. Nunn, the Governor
of Kentucky, and the Governor of Mississippi, the Honorable John Bell Williams,
for their loyalty and their fine contributions as members of the National Governors'
Conference. I suspect that they are somewhat relieved, in a way, to be rid of all of us.
Would you join in expressing appreciation?

GOVERNOR NUNN: Mr. Chairman, I am sure that John Bell shares the same
sadness that I do. It will be a relief to leave the burdens of the office of Governor,
but it is sad to leave colleagues such as we are gathered with here today and those
with whom we have been privileged to serve over the past four years.

In concluding our service with you, I would urge you to continue, as I think
the majority of the Governors have in the past, sincerely working to protect the
sovereignty of our respective States, and to govern the people in such a way that
they recognize that the government which is closest to them is the one which can
best serve the people.

I would like to commend all of you and urge you in your dedication to the
objectives of building stronger state governments, never to yield to any temptations,
be it for political reasons, personal reasons, or any reasons whatsoever, that would
in any way cause the great United States of America to be lessened in the sight of the
people around the world.

GOVERNOR MOORE: The Governor from Mississippi.
GOVERNOR JOHN BELL WILLIAMS: Mr. Chairman, I am afraid that

Louie took my speech away from me, but permit me to say, in addition to what
Louie has already said, that this has been one of the greatest experiences of my life.
I have met and have come to know as friends the Governors of the several States
of this Union. While we are divided by geography and perhaps, in a sense, by
political philosophy, we all have one thing in common. That is a determination to
strengthen our republican form of government which has made this Nation great,
which has preserved freedom for the people of the United States of America since
the Constitution was written in 1789. It is, of course, sad to think of leaving this
group, but, after some 28 years in public life and being forbidden by the Constitu-
tion of the State of Mississippi to seek a second term in office, I will retire to private
life with a continued determination to assist in any way that I can in the preservation
of the ideals and the principles that made this country the greatest and strongest
and freest on the face of the earth. Thank you.

GOVERNOR MOORE: Might I ask your further indulgence for just a
moment. So often at the conclusion of a Conference such as this we are caused by
our demanding schedules to leave some things undone. I would hope that you
would share with me in expressing appreciation to Mrs. Hearnes. I do not know if
she is here this morning, but we might express it to her husband, and he, in turn,
might deliver our message. Our best appreciation to Betty Hearnes for the very
gracious and dignified way that she carried her responsibilities as wife of the
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Chairman. She has been helpful in every respect and, in this particular instance, to
so many new wives who came aboard. She made their task of adjustment, I believe,
somewhat easier and certainly, as it related to her responsibility in arranging the
ladies' schedule, she did an outstanding job. Warren, if Betty is here, I wish she
would stand; if she is not, will you accept our appreciation, please.

GOVERNOR FERRE: For those Governors who want to go to see the City
of Ponce and the museum this afternoon, we have a plane leaving at 2:30 from the
National Guard Terminal; so any of those colleagues who want to go with their
wives and families to Ponce, they may let me know at the end of the session and I
will be very glad to arrange for their trip to Ponce.

GOVERNOR MOORE: I might announce to the newly elected members of
the Executive Committee that Air Force One will be at the National Guard ramp at
12:30 tomorrow to take you and your immediate family, a single staff aide, and
perhaps your security officer, so that we might fulfill the acceptance of the Presi-
dent's invitation to meet with him in Washington tomorrow at 4:30. I would like
Mr. Crihfield to respond with any announcement that he might have.

SECRETARY-TREASURER CRIHFIELD: Mr. Chairman, there is a
luncheon and going-away party for all Conference participants and guests on the
lawn ·near the beach. It is now in progress and will last until 3 or 4 p.m. Will all
members of the new Executive Committee please go immediately to the El Flamenco
Lounge off the lobby near the elevators of this hotel.

GOVERNOR MOORE: We are adjourned.
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Appendix I

THE GOVERNORS, SEPTEMBER, 1971

Governor Length of Present Number Max. Consecu-
State (D) Democrat Regular Term of tive Terms

or other (R) Republican Term in Began Previous Allowed by
Jurisdiction (PNP) New Progressive Party Years January Terms Constitution

Alabama George C. Wallace (D) 4 1971 I(a) 2
Alaska William A. Egan (D) 4 I970(b) 2(c) 2
American Samoa John M. Haydon (R) (d) I969(e) -
Arizona Jack Williams (R) 4 1971 2
Arkansas Dale Bumpers (D) 2 1971
California Ronald Reagan (R) 4 1971 I
Colorado John A. Love (R) 4 1971 2
Connecticut Thomas J. Meskill (R) 4 1971
Delaware Russell W. Peterson (R) 4 1969 2(1)
Florida Reubin O'D. Askew (D) 4 1971 2
Georgia Jimmy Carter (D) 4 1971 (g)
Guam Carlos G. Camacho (R) 4 1971 (h) 2
Hawaii John A. Burns (D) 4 I970(i) 2
Idaho Cecil D. Andrus (D) 4 1971
Illinois Richard B. Ogilvie (R) 4 1969
Indiana Edgar D. Whitcomb (R) 4 1969 (g)
Iowa Robert D. Ray (R) 2 1971 1
Kansas Robert Docking (D) 2 1971 2
Kentucky Louie B. Nunn (R) 4 I967(j) (g)
Louisiana John J. McKeithen (D) 4 1968(k) I 2
Maine Kenneth M. Curtis (D) 4 1971 I 2
Maryland Marvin Mandel (D) 4 1971 (I) 2
Massachusetts Francis W. Sargent (R) 4 1971 (m)
Michigan William G. Milliken (R) 4 1971 (n)
Minnesota Wendell R. Anderson (D) 4 1971
Mississippi John Bell Williams (D) 4 1968 (g)
Missouri Warren E. Hearnes (D) 4 1969 2(1)
Montana Forrest H. Anderson (D) 4 1969
Nebraska J. James Exon (D) 4 1971 2
Nevada Mike O'Callaghan (D) 4 1971 2
New Hampshire Walter Peterson (R) 2 1971
New Jersey William T. Cahill (R) 4 1970 2
New Mexico Bruce King (D) 4 1971 (g)
New York Nelson A. Rockefeller (R) 4 1971 3
North Carolina Robert W. Scott (D) 4 1969 (g)
North Dakota William L. Guy (D) 4 1969 3
Ohio John J. Gilligan (D) 4 1971 2
Oklahoma David Hall (D) 4 1971 2
Oregon Torn McCall (R) 4 1971 2
Pennsylvania Milton J. Shapp (D) 4 1971 2
Puerto Rico Luis A. Ferre (PNP) 4 1969
Rhode Island Frank Licht (D) 2 1971
South Carolina John C. West (D) 4 1971 (g)
South Dakota Richard F. K.neip (D) 2 1971 2(0)
Tennessee Winfield Dunn (R) 4 1971 (g)
Texas Preston Smith (D) 2 1971
Utah Calvin L. Rampton (D) 4 1969
Vermont Deane C. Davis (R) 2 1971
Virginia Linwood Holton (R) 4 1970 (g)
Virgin Islands Melvin H. Evans (R) 4 1971 (p) 2
Washington Daniel J. Evans (R) 4 1969 I
West Virginia Arch A. Moore, Jr. (R) 4 1969 2
Wisconsin Patrick J. Lucey (D) 4 1971
Wyoming Stanley K. Hathaway (R) 4 1971
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FOOTNOTES

(a) Previous term 1963-67.

(b) Alaska Constitution specifies first Monday in December as Inauguration Day.

(c) Previous terms 1959-62, 1962-66.

(d) Indefinite term.

(e) August, 1969.

(f) Absolute two-term limitation.

(g) Governor cannot serve immediate successive term.

(h) Governor Camacho appointed July, 1969; became first elected Governor in
November, 1970.

(i) Hawaii Constitution specifies first Monday in December as Inauguration Day.

(j) December, 1967.

(k) May, 1968.

(I) Governor Mandel, formerly House Speaker, was elected to office by the General
Assembly in January, 1969, to fill unexpired four-year term of Governor Spiro
T. Agnew (resigned) which began January, 1967. Elected to full four-year term
in November, 1970.

(m) Governor Sargent, formerly Lieutenant Governor, succeeded to office in Janu-
ary, 1969, to fill unexpired four-year term of Governor John A. Volpe (resigned)
which began January, 1967. Elected to full four-year term in November, 1970.

(n) Governor Milliken, formerly Lieutenant Governor, succeeded to office in
January, 1969, to fill unexpired four-year term of Governor George Romney
(resigned) which began January, 1967. Elected to full four-year term in Novem-
ber, 1970.

(0) Nomination for third "successive" term prohibited by state law.

(p) Governor Evans appointed July, 1969; became first elected Governor in Novem-
ber, 1970.
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Appendix II

ARTICLES OF ORGANIZATION

ARTICLE I

NAME AND MEMBERSHIP

The name of this organization shall be the "National Governors' Conference,"
hereinafter referred to as the "Conference."

Membership in the Conference shall be restricted to the Governors of the
several States of the United States, the Virgin Islands, Guam, American Samoa, and
the Commonwealth of Puerto Rico.

ARTICLE II

FUNCTIONS

The functions of the Conference shall be to provide a medium for the exchange
of views and experiences on subjects of general importance to the people of the
several States; to foster interstate cooperation; to promote greater uniformity of
state laws; to attain greater efficiency in state administration; and to facilitate and
improve state-local and state-federal relationships.

ARTICLE III

MEETINGS

The Conference shall meet annually at a time and place selected by the Execu-
tive Committee. The agenda as announced and printed in the offical program for
the Annual Meeting shall be the official agenda. The Proceedings of the Annual
Meetings shall be fully reported and published.

Special meetings of the Conference may be held at the call of the Executive
Committee.

Twenty-five members present at the Annual Meeting or a special meeting shall
constitute a quorum
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ARTICLE IV

EXECUTIVE COMMITTEE

The Executive Committee of the Conference shall consist of the Chairman of
the Conference and eight other members elected at the final business session of the
Annual Meeting.

Not more than five members of the Executive Committee shall be representa-
tive of a single political party. To the extent practicable, the members of the Execu-
tive Committee shall be widely representative of the various areas and regions of the
United States.

Members of the Executive Committee shall hold office until the adjournment
of the succeeding Annual Meeting and until their successors are chosen. Vacancies
in the Executive Committee may be filled by the Chairman subject to ratification
by the remaining members of the Committee by mail ballot or by vote at the next
subsequent meeting of the Committee.

The Executive Committee shall meet not less than three times each year. It
shall have authority to act for the Conference in the interim between Annual
Meetings.

The Executive Committee is empowered to authorize the creation of standing,
special project or study committees of the Conference, and to assign and reassign
to such committees the studies authorized by the Conference.

The Executive Committee is empowered to enter into agreements with The
Council of State Governments for the administration and implementation of
services to the Conference and its members in regard to state-federal relations and
the coordination of research in that area. Any such agreement shall be subject to
continuing oversight and supervision by the Executive Committee.

ARTICLE V

CHAIRMAN

The Chairman of the Conference shall be elected by the Conference at the final
business session of the Annual Meeting.

The chairmanship shall alternate annually between the two major political
parties, and a majority of the members of the Executive Committee shall always be
of a political party other than that of the Chairman.

He shall hold office until the adjournment of the succeeding Annual Meeting
and until his successor is chosen. A vacancy in the chairmanship shall be filled by
vote of the remaining members of the Executive Committee at the next subsequent
meeting of the Committee.

The Chairman shall preside and vote at meetings of the Executive Committee
and of the Conference.
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He shall appoint a Nominating Committee to serve at the Annual Meeting,
and he shall appoint the members of standing, special project or study committees
created by the Conference or by the Executive Committee. The Nominating Com-
mittee shall consist of five members, three of whom shall be of a political party
other than that of the person who shall be elected as next Chairman of the Confer-
ence. The Nominating Committee shall present a single slate of nominees for the
offices of Chairman, members of the Executive Committee, and Secretary-Treasurer.
Additional nominations may be made from the floor, and election shall be by
secret ballot in all cases where the number of nominees exceeds the number of
officers to be elected. Elections shall be conducted in executive session.

The Chairman shall arrange the program of the Annual Meeting with the advice
and counsel of the Executive Committee.

ARTICLE VI

SECRETARY~REASURER

A Secretary-Treasurer shall be elected by the Conference at the final business
session of the Annual Meeting. He shall attend and keep a correct record of all
meetings of the Conference; safely keep all documents and other property of the
Conference which shall come into his hands; and he shall perform all other duties
usually appertaining to his office or which may be required by the Executive Com-
mittee.

He shall make all necessary arrangements for the Annual Meeting and special
meetings with the advice and counsel of the Executive Committee and shall edit the
stenographic record of the proceedings of all meetings.

Subject to the authority of the Executive Committee, he shall have custody of
the funds of the Conference. He shall deposit funds of the Conference in its name;
he shall annually report all receipts, disbursements, and balance on hand; and
shall furnish a bond with sufficient sureties conditioned for the faithful performance
of his duties.

ARTICLE VII

POLICY STATEMENTS

Statements reflecting policy positions of the Conference shall be in the form of
summary statements prepared by Conference committees as an adjunct to their
committee reports. Such statements shall be submitted to the Executive Com-
mittee and to all Governors not less than one month prior to an annual or special
meeting of the Conference. The Executive Committee is authorized to submit such
statements, with or without amendments, to the Conference for consideration.
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Policy statements shall be deemed adopted upon obtaining a three-fourths favorable
vote of the Conference. Floor amendments shall require the same majority vote.
Any Governor desiring to submit a policy statement for consideration shall do so by
transmitting the substance thereof to an appropriate committee chairman not less
than two months prior to an annual or special meeting of the Conference.

ARTICLE VIII

DUES

Each member shall contribute such amounts as may be necessary to finance the
programs and operations of the Conference, in accordance with contributions
schedules approved by the Conference. Budgets shall be prepared and adopted by
the Executive Committee. Annual financial reports shall be submitted to all mem-
bers of the Conference and an independent audit shall be conducted not less than
once a year by a reputable firm of certified public accountants.

ARTICLE IX

AMENDMENTS

The Conference at any meeting may amend these Articles of Organization by a
majority vote of all Governors present and voting. Notice of specific amendments
together with an explanatory statement shall be mailed to all members of the Con-
ference at least thirty days prior to submitting an amendment to vote at a meeting.
In the absence of such notice, a three-fourths majority vote shall be required for the
adoption of any proposed amendment.

ARTICLE X

SUSPENSION

Any Article of procedure for conducting the business of the Conference may be
suspended by a three-fourths vote.
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Appendix III

RULES OF PROCEDURE·

Preamble
I. These Rules of Procedure shall be in specific conformity with the Articles

of Organization of the National Governors' Conference and, to the extent practic-
able, shall be consonant with precedents and traditions of the Conference.

2. On any issue not covered by these Rules of Procedure or by the Articles of
Organization, Mason's Manual of Legislative Procedure shall be the standard
authority, when applicable.

Rule I - Policy Statements And Resolutions
I. By action of the Conference at its 1969 Winter Meeting, the Articles of Or-

ganization were amended to abolish resolutions and to establish a regular procedure
for preparation of policy statements by Conference committees as an adjunct to
their committee reports. Such policy statements shall come before the Conference
in the manner set forth by Article VII of the Articles of Organization. Policy state-
ments adopted by the Conference shall remain in force and effect until rescinded
or superseded by the Conference.

2. In order to consider any policy statement or resolution that has not been
prepared and presented in accordance with Article VII, the Conference may suspend
the Articles of Organization by a three-fourths majority vote. Under such suspen-
sion, the proposed policy statement or resolution may be debated, amended and
adopted upon a similar majority vote of the Conference.

3. Any member intending to offer a motion for suspension of the Articles of
Organization to consider a policy statement or resolution shall give notice of such
intention and shall distribute to all members present a copy of such proposal at least
one session before such motion is put to a vote.

Rule II - Committee Reports
I. A committee chairman or other committee member may offer a motion

with respect to a committee report in either of the following forms: (a) that the
report be approved; (b) that the report be received and filed. A substitute motion
may be offered from the floor to refer the report back to committee for further study.
A committee report may include minority or dissenting views. A motion to table is
not in order.

2. If there be separate majority and minority reports from a committee, the
following motions shall be in order: (a) a motion to approve the majority report
(by a majority member of the committee); (b) a motion to approve the minority
report in lieu of the majority report (by a minority member of the committee);

'"Adoptedat Sixty-third Annual Meeting, San Juan Puerto Rico, September 13, 1971.
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(c) a motion to receive and file both reports (by any member from the floor); and
(d) a motion to refer both reports back to committee for further study (by any
member from the floor). Voting on any of these motions shall be in reverse order
of the above. A motion to table is not in order.

3. Action on the motions described above shall be by a simple majority vote.
4. No individual amendments to a committee report, a separate majority

report; or a separate minority report may be offered from the floor.
5. This Rule II shall not apply to the report of the Nominating Committee,

which shall be acted upon as set forth in Article V of the Articles of Organization.
6. This Rule II shall not apply to policy statements developed as an adjunct to

Conference committee reports, and such policy statements shall be governed by
Article VII of the Articles of Organization.

Rule III - Ordinary Business
I. Any proposition necessary to carry on the business of the Conference may

be approved by a simple majority vote.

Rule IV - Motions To Amend
I. Motions to amend most propositions are in order. An amendment may be

amended, but an amendment to an amendment may not be amended because this
would lead to undue confusion. Amendments shall be adopted by the same propor-
tionate vote as is required on the main motion being amended.

2. Every amendment proposed must be germane to the subject of the proposi-
tion to be amended. To be germane, the amendment is required only to relate to the
same subject, and it may entirely change the effect of the proposition. An amend-
ment to an amendment must be germane to the subject of the amendment as well
as to the main proposition.

3. Any amendment must be in writing if the Chairman so requests.

Rule V- Motions To Table
I. The purpose of a motion to table is to eliminate further consideration of

any pending matter. Such motion is in order on either the entire question or on a
pending amendment, and the member offering the motion should identify the
breadth of his motion. A motion to table is not debatable. Adoption requires a
simple majority vote. Motion may be renewed after progress in debate.

Rule VI - Previous Question
I. The purpose of a motion for the previous question is to close debate and

vote immediately on either the pending amendment alone, or on all amendments
and the main question seriatim. Member offering the motion should identify the
breadth of his motion. A motion for the previous question is not debatable.
Adoption requires a two-thirds vote. Motion may be renewed after progress in
debate.

147



Rule VII - Postpone Indefinitely
I. The purpose of a motion to postpone indefinitely is to reject a main proposi-

tion without the risk of a direct vote on final passage. It may not be applied to an
amendment and may not be renewed. The motion is debatable. Adoption requires
a simple majority vote.

Rule VII\- Roll Call Votes And Other Matters
I. A roll call vote may be requested by any member on any pending question.

The roll shall be called upon a show of hands by ten members.
2. Whenever the roll is called, all members present shall be entitled to vote.

No proxies shall be permitted.
3. The proportion of votes required for adoption of any motion, as set forth

in these Rules of Procedure, refers to the number of members voting Yea or Nay
on the motion, a quorum being present. Members are entitled to indicate that they
are present but not voting, or to explain their vote.

Rule IX - Adoption, Amendment And Suspension Of Rules
I. These Rules of Procedure may be adopted or amended at the first business

session of any annual or special meeting of the Conference by a simple majority vote.
Thereafter, for the duration of any such annual or special meeting, amendment or
suspension of the Rules shall require a three-fourths vote.
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Appendix IV

TREASURER~ REPORT

Summary of Cash Receipts and Disbursements for the Period
July I, 1970-June 30, 1971

Receipts
Dues Received from States .
Interest .
Contributions to Reimburse Cost .

Total Receipts .
Disbursements

Salaries and Fringe Benefits .. . . . . . . . . . . . . . . . . $172,045.82
Supplies................................... 6,216.58
Equipment. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 12,593.08
Postage, Express, Delivery................... 8,211.51
Telephone & Telegraph . . . . . . . . . 10,182.II
Rent...................................... 11,621.14
Travel & Conference 22,421.65
Printing 29,292.79
Books & Periodicals. . . . . . . . . . . . . . . . . . . . . . . . . 2,250.49
Miscellaneous 1,203.80
Winter Meeting. . . . . . . . . . . . . . . . . . . . . . . . . . . . . 8,987.35
Contingency Fund for Expenses of Chairman. . . 1,846.55

Total Disbursements .
Excess of Disbursements Over Receipts .

****

Statement of Changes in Current Assets
For the Year Ended June 30, 1971

Current Assets July I, 1970 , .
Less: Excess of Disbursements Over Receipts (above) .
Current Assets June 30, 1971 .

Composition of Current Assets June 30, 1971:
Cash in Bank .
U.S. Treasury Bills .
Petty Cash .
Expense Advance .

Current Assets June 30, 1971 .
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$257,000.00
16,637.02
1,800.62

$275,437.64

286,872.87
$ 11,435.23

$220,509.10
11,435.23

$209,073.87

$(11,123.48)
217,436.06

500.00
2,261.29

$209,073.87



Appendix V

ANNUAL MEETINGS OF THE
NATIONAL GOVERNORS' CONFERENCE

1st Washington. D.C. \1as IJ 15 190b
2nd Washington. D.C. januarv IX zo 1910
3rd Frankfort and Louisville. Keruuckv 'l)\ 29 Dec I 1910
4th Spring Lake. New Jersey . September 12 Ih 1911
5th Richmond. Virginia Decem her .1 7 1912
6th Colorado Springs. Colorado August 26 29 1913
7th Madison. Wisconsin '",emher 101.1 1914
8th Boston. Massachusetts August 24 27 1915
9th Washington. D.C. December 14 Ih 1916'0 Meeting 1917

10th Annapolis. Maryland Decem her 16 Ig 191k
11th Salt Lake City. Utah August I~ 21 1919
12th Harrisburg, Pennsylvania Decem her I .1 1920
13th Charleston. South Carolina Decem her 5 7 1921
14th White Sulphur Springs. West Virginia December 14 16 1922
15th West Baden. Indiana October 17 19 192.1
16th Jacksonville. Florida 'member 17 IS 1924
17th Poland Springs. Maine June 29.1uls I 1925
18th Cheyenne. Wyoming .lulv 2h 29 1926
19th Mackinac Island. Michigan .Iul\ 2527 1927
20th New Orleans. Louisiana :\"ovcrn her 20- 22 1928
21 st New London. Connecticut .l ulv 16 18 1929
22nd Salt Lake City. Utah June 30 .luis 1930
23rd French Lick. "Indiana June 12 1931
24th Richmond. Virginia Apr il 25-27 1932
25th Sacramento and San Francisco, California .luis 24 26 193}
26th Mackinac Island. Michigan Jul\ 26 27 1934
27th Biloxi. Mississippi June 13 15 1935
28th SI. Louis. Missouri 'member l o- 18 1936
29th Atlantic City. New Jersey September 14- 16 1937
30th Oklahoma Citv. Oklahoma September 26 28 1938
31 st Albanv and Ne\\' York. New York June 26 29 1939
32nd Duluth. Minnesota June 2 5 1940
33rd Boston and Cambridge. Massachusetts June 29 July 1941
34th Asheville. North Carolina June 21 24 1942
35th Columbus. Ohio June 20 23 1943
36th Hershey. Pennsylvania Mas 2831 1944
37th Mackinac Island. Michigan Jul' 1-4 1945
38th Oklahoma City. Oklahoma Mav 26-29 1946
39th Salt Lake Cit,:. Utah Jul\ 1316 1947
40th Portsmouth. kew Hampshire June 13 Ih 1948
41st Colorado Springs. Colorado .Iune 19 22 1949
42nd White Sulphur Springs, West Virginia June 18 21 1950
43rd Gatlinburg. Tennessee Sept. 30--0cl. 3 1951
44th Houston. Texas June 29- J ulv 2 1952
45th Seattle. Washington August 2-6 1953
46th Lake George. "'ew York Julv 11-14 1954
47th Chicago. Illinois August 9 12 1955
48th Atlantic City. New Jersey June 24 27 1956
49th Williamsburg. Virginia June 2326 1957
50th Bal Harbour. Florida MaS' 18-21 1958
51st San Juan. Puerto Rico August 25 1959
52nd Glacier National Park. Montana .Iune 2629 1960
53rd Honolulu. Hawaii June 2528 1961
54th Hershev. Pennsvlvania Julv 1-4 1962
55th Miami Beach, Florida july 2124 1963
56th Cleveland. Ohio June 6-10 1964
57th Minneapolis, Minnesota Julv 25-29 1965
58th Los Angeles. California .lui, 4 7 1966
59th S.S. Independence and Virgin Islands October 16-24 1967
60th Cincinnati, Ohio july 21-24 1968
61st Colorado Springs. Colorado Aug. 31-Sept. 1969
62nd Lake of the Ozarks. Missouri August 9-12 1970
63rd San Juan. Puerto RICO September 12 15 1971
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Appendix VI

CHAIRMEN OF THE
NATIONAL GOVERNORS' CONFERENCE,

1908-1971*

Governor Augustus E. Willson, Kentucky
Governor Francis E. McGovern. Wisconsin
Governor David I. Walsh, Massachusetts
Governor William Spry, Utah
Governor Arthur Capper, Kansas
Governor Emerson C. Harrington, Maryland
Governor Henry J. Allen, Kansas
Governor William C. Sproul, Pennsylvania
Governor Channing H. Cox, Massachusetts
Governor E. Lee Trinkle, Virginia
Governor Ralph O. Brewster, Maine
Governor Adam McMullen, Nebraska
Governor George H. Dern, Utah
Governor Norman S. Case, Rhode Island
Governor John G. Pollard, Virginia
Governor James Rolph, Jr., California
Governor Paul V. McNutt. Indiana
Governor George C. Peery, Virginia
Governor Robert L. Cochran, Nebraska
Governor Lloyd C. Stark, Missouri
Governor William H. Vanderbilt, Rhode Island
Governor Harold E. Stassen, Minnesota
Governor Herbert R. O'Conor, Maryland
Governor Leverett Saltonstall, Massachusetts
Governor Herbert B. Maw. Utah
Governor Edward Martin, Pennsylvania
Governor Millard F. Caldwell, Florida
Governor Horace A. Hildreth, Maine
Governor Lester C. Hunt, Wyoming
Governor William P. Lane, Jr., Maryland
Governor Frank Carlson, Kansas
Governor Frank J. Lausche, Ohio
Governor Val Peterson, Nebraska
Governor Allan Shivers, Texas
Governor Dan Thornton, Colorado
Governor Robert F. Kennon, Louisiana
Governor Arthur B. Langlie, Washington

'At the initial meeting in 1908, President Theodore Roosevelt presided.
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1910
1911-14
1914-15
1915-16
1916-17
1918
1919
1919-22
1922-24
192425
192527
1927 28
1928-30
1930-32
1932-33
1933-34
1934-36
1936-37
1937-39
1939-40
1940-41
1941-42
1942-43
1943-44
1944-45
1945-46
1946-47
1947-48
1948
1949
1949-50
1950-51
1951-52
1952-53
1953-54
1954-55
1955-56



Governor Thomas B. Stanley, Virginia
Governor William G. Stratton, Illinois
Governor LeRoy Collins, Florida
Governor J. Caleb Boggs, Delaware
Governor Stephen L. R. McNichols, Colorado
Governor Wesley Powell, New Hampshire
Governor Albert D. Rosellini, Washington
Governor John Anderson, Jr., Kansas
Governor Grant Sawyer, Nevada
Governor John H. Reed, Maine
Governor William L. Guy, North Dakota
Governor John A. Volpe, Massachusetts
Governor Buford Ellington, Tennessee
Governor John A. Love, Colorado
Governor Warren E. Hearnes, Missouri
Governor Arch A. Moore, Jr., West Virginia

1956-57
1957-58
1958-59
1959-60
1960-61
1961-62
1962-63
1963-64
1964-65
1965-66
1966-67
1967-68
1968-69
1969-70
1970-71
1971-72
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Appendix VII

APPROVED POLICY STATEMENTS BASED ON
RECOMMENDATIONS OF THE COMMITTEE ON CRIME

REDUCTION AND PUBLIC SAFETY

ADMINISTRATION AND IMPLEMENTATION
OF THE OMNIBUS CRIME CONTROL AND SAFE STREETS ACT

a) Administration and Implementation of the Omnibus Crime Control and
Safe Streets Act

The National Governors' Conference commends the Law Enforcement Assis-
tance Administration for its extensive and helpful cooperation with the States in
implementing the Omnibus Crime Control and Safe Streets Act of 1968. Its actions
in fostering the development of qualified staff at the state level, providing wide
latitude to the States in developing plans for improving the entire criminal justice
system, promoting a spirit of cooperation between the various criminal justice
disciplines, and generally supporting the state partnership required in a bloc grant
program sets an outstanding example that could well be emulated by other federal
departments. Its efforts to insure the success of this first program embodying a true
bloc grant approach to an intergovernmental problem are noteworthy. The
National Governors' Conference further commends the LEAA for its reorganization
plan designed to facilitate project review and decentralization by expanding the
authority and responsibility of the regional offices.

Therefore, the National Governors' Conference expressly reaffirms its con-
fidence in the LEAA program and urges the Congress to form a partnership with
the Governors in working to strengthen the LEAA to assure effective intergovern-
mental action to deal with one of the Nation's most serious domestic problems.

b) Fiscal Policies
The National Governors' Conference strongly urges the Congress of the United

States to provide increased funding for the Omnibus Crime Control Act to insure
the effective accomplishment of intergovernmental crime control.

Insofar as it would contribute toward freeing state and local governments from
onerous federal administrative and fiscal restrictions, we endorse those principles
of special revenue sharing for law enforcement which would eliminate grantee match-
ing requirements and dispense with the requirement of prior federal approval of
state comprehensive plans as a condition precedent to allocation of funds.

STATE-CITY COOPERATION

The National Governors' Conference restates and reemphasizes its commit-
ment to vigorous and effective action to control the burgeoning crime problems in
the urban areas of our States. Recognizing that the plague of crime knows no
jurisdictional boundaries, the Governors of the States pledge their active support
to the comprehensive planning and intergovernmental action called for in the
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Omnibus Crime Control Act of 1968. The Governors are firmly committed to the
need for a working partnership with elected and other policy-making officials in the
counties and municipalities of our States to accelerate efforts in developing com-
prehensive metropolitan crime control programs and facilities. We support and
encourage voluntary state assistance to local governments for criminal justice
programs.

CRIMINAL CODE REVISION

The National Governors' Conference finds that one of the most critical needs
In the improvement of many States' criminal justice systems is in the revision,
modernization and simplification of the criminal code, including a model sentencing
code with emphasis on dealing with the offender as an individual rather than treat-
ing the crime. The Governors of the States pledge their commitment to request the
State Legislatures, in cooperation with the appropriate state and local criminal
justice officials and members of the bar, to review and, where necessary, revise the
state criminal code immediately, and at least once each decade thereafter.

The National Governors' Conference requests that the American Bar Associa-
tion, together with other national organizations of the criminal justice bar and
bench, provide professional leadership by assisting the States in this code revision
effort. We urge careful consideration by all States of the American Bar Association
Standards for the administration of criminal justice.

The Governors urge the United States Department of Justice to establish a
clearinghouse for state criminal code revision efforts. This office should serve only
as a source of advice and information-sharing among the States.

CRIMINAL JUSTICE SYSTEMS IMPROVEMENTS

The National Governors' Conference expresses its strong commitment to the
integration and cooperation of all state and local crime control efforts into a stream-
lined efficient system of criminal justice administration:
A. To this end, the Governors of the States support, encourage and will pursue the

following steps to aid law enforcement officials:
I. Personnel

a. Development of minimum statewide professional standards for police
recruitment, training and performance, and improvement in law enforce-
ment officers' salaries.

b. Development of incentive or merit systems to insure recognition and
advancement of those who excel.

c. Recruitment and training of staff and auxiliary service personnel to relieve
the law enforcement officers from clerical and support duties.

d. Development of comprehensive law enforcement officer training programs
to include operations, public administration, law, technology, available
social services and human relations.

e. Encouragement of educational advancement to work-study programs,
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in-service training, and scholarships for full- and part-time professional
study.

2. Resources
a. Development of a statewide, integrated information and communications

system to facilitate intergovernmental cooperation in crime control.
b. Development of statewide or regional crime laboratories.

3. Relationship to the community
a. Programs of public support and education to improve understanding and

cooperation between the citizen and the law enforcement officer, includ-
ing education programs at the junior and senior high school levels, to de-
velop understanding of the criminal justice system.

b. Increased recruitment for police service careers from among persons of all
races and economic situations.

B. To this end, the Governors of the States support, encourage and will pursue the
following steps to improve the judicial process:
I. Personnel

a. Request legislation establishing statewide professional and educational
standards for all judges and court administrative officials, elected or
appointed, to state or local courts.

b. Establish statewide minimum salaries for all judges and court administra-
tive officials.

c. Establish procedures for the administration of judicial conduct, discipline
and retirement.

d. Institute statewide assigned counselor defender systems, financed by the
jurisdiction which has the responsibility for prosecution.

2. Organization
Create unified systems with specialized branches where appropriate.

3. Procedures
a. Improve jury selection systems by modernizing criteria for exclusion from

duty, instituting better record-keeping, and increasing compensation for
public service.

b. Modernize archaic court procedures in areas such as providing expanded
pre-trial discovery, extending prosecution's right to appeal from pre-trial
rulings suppressing evidence, and providing simple state post-conviction
procedure.

c. Institute statewide procedures for promoting fair sentencing procedures
consistent with policy of dealing with offenders as individuals.

d. Institute procedures to require counsel for a parole violator.
C. To this end, the Governors of the States encourage, support and will pursue the

following steps to aid and improve the corrections system:
I. Personnel

a. Commit additional resources to probation and parole sources to reduce
the existing imbalance between institutional maintenance and field
services.

b. Improve recruitment, training and retention of correctional personnel by
increases in salary, scholarships for professional training and intensive in-
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service training programs.
c. Institute probation and parole services which make use of volunteers and

some professional aides, including ex-offenders.
d. Develop improved standards and procedures for parole decision-making.

2. Institutions
a. Establish and enforce statewide standards for jails and detention institu-

tions.
b. Provide separate detention facilities for juveniles and for women.
c. House and process persons awaiting trial separately from convicted

offenders.
d. Provide separate treatment for individuals requiring specialized rehabili-

tation, such as narcotics addicts or alcoholics, on a regional or statewide
basis.

3. Programs
a. Development of more intensive community treatment programs as alter-

natives to institutionalization.
b. Upgrade basic education and vocational training for inmates, and institute

programs for job development, placement, and follow-up.
c. Design all rehabilitation programs so that they improve the re-entry of

offenders into the community.
d. The consolidation of the administration of state correction programs.
e. Adoption of the Interstate Correctional Compact providing for regional

and interstate cooperation for the development of correctional institutions
and programs.

D. Total system needs:
I. Development of mandatory statistical data collection and analysis for all

components of the criminal justice system including police administration,
court caseload, correctional data, and expenditures by state and local govern-
ments for criminal justice institutions.

2. Development of a philosophy and treatment program whereby the offender is
treated as an individual according to his needs and motivations.

THE PREVENTION AND CONTROL OF JUVENILE DELINQUENCY

The National Governors' Conference believes that any attempt to comprehen-
sively prevent and control juvenile delinquency calls for bold, broad, basic and
new approaches including redeployment of personnel and resources.

Commitment to the task of preventing juvenile delinquency requires:
a. Commitment to long-term research and development adequate to cope with

the complexity of the delinquency problem.
b. A conscious broadening of the framework within which the problems are

analyzed and remedies sought. There must be a willingness to examine and
challenge all traditional operations.

c. The significant involvement of youth in any community's effort to under-
stand and prevent juvenile delinquency.
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d. Coordination of private and public services to youth including character
building efforts and those geared to correction and rehabilitation.

e. Focusing attention and efforts on youth at an earlier age than we have
previously.

f. A careful reevaluation of the unique role of the family in American societies.
g. Realism about the cost of long-range preventive efforts.
h. Establishment of vocational schools without severe standards and criteria to

give every boy and every girl an equal education in the area of high rate
unemployment.

In recognition of the key role which state governments play in the intergovern-
mental effort to prevent and control juvenile delinquency, the Governors of the
States urge that each State undertake to provide leadership and funding for the
coordination of planning and services of all state agencies which contribute to the
prevention, control, and treatment of juvenile delinquency. Such coordination
should encompass the States' effort under the Omnibus Crime Control and Safe
Streets Act. Each State should emphasize and strengthen its commitment to pro-
grams designed to prevent delinquency, giving particular emphasis to home and
school-centered programs aimed at youth who are in danger of becoming delinquent.

Because of the seriousness of the problem of juvenile delinquency and the need
for major governmental action, the National Governors' Conference expresses its
concern with the Juvenile Delinquency Prevention and Control Act of 1968. We
find that it is poorly drafted as enacted, that it is inadequately funded, and that its
administration is not properly coordinated with that of the Omnibus Crime Control
Act. We urge that the Law Enforcement Assistance Administration be given
increased funding to deal with juvenile delinquency treatment. As used in this
context, juvenile delinquency treatment refers to the time after a child enters the
juvenile justice system.

The more than seventy federal programs concerned with prevention of juvenile
delinquency should be consolidated under a single agency administering a bloc grant
for youth. As used here "prevention" refers to those systems and subsystems which
are designed to keep the child out of the juvenile justice system.

ORGANIZED CRIME

The National Governors' Conference pledges full support and cooperation in
the intergovernmental war on organized crime. To this end, the Governors of the
States recommend the following actions by federal, state and local authorities:

a. Enactment of general witness immunity statutes at federal and state levels.
b. Formation of organized crime intelligence units in the offices of appropriate

state agencies designated by the Governor and in local law enforcement
agencies.

c. The continuation of federal technical assistance and training programs
designed to assist in the development of competent staff for state and local
jurisdictions, and the funding of federal assistance for development of state
intelligence systems.
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d. The creation and financing of state level programs to investigate the prob-
lems of organized crime, including the infiltration by crime syndicates into
legitimate businesses and state and local governments, by focusing public
attention upon the problem by means of crime commissions and grand
jury investigations.

e. Enactment of the Model Criminally Operated Business Act as drafted by
the Suggested State Legislation Committee of the Council of State Govern-
ments to prevent infiltration and takeover of legitimate business by the
forces of organized crime.

f. The drafting and publication by the same Committee of a Model State
statute to implement appropriate procedures for wiretapping and electronic
surveillance and investigation by authorized law enforcement agencies, and
to implement the provisions of Title III of the Omnibus Crime Control and
Safe Streets Act of 1968.

DRUG ABUSE

The National Governors' Conference is concerned with the extensive prolifera-
tion of the narcotics and drug abuse problem. Because of its multi-faceted nature
and complexity, it is both proper and necessary that the problem be addressed by
this Committee as well as the Committee on Human Resources. To combat the
pervasive problem of narcotics and drug abuse, the Governors of the States recom-
mend the following urgent efforts:

I. The Special Action Office for Drug Abuse Prevention recently created by
Executive Order should be strengthened and sanctioned by Congress
through enactment of legislation giving that office statutory authority to
coordinate federal drug abuse programs; to develop goals, objectives and
priorities for those programs and to cooperate with the States in a concerted
attack on the narcotic and dangerous substance problem.

2. Enactment by the States of the Uniform Controlled Dangerous Substances
Act, as well as other drug control legislation which:
a. Grants courts and correctional authorities sufficient flexibility with user

to permit individualized sentencing and treatment, and the imposition of
appropriately severe sentences for pushers and sellers.

b. Requires prompt disposition of the offender's case.
c. Effectively unifies all state drug control programs and coordinates all

private and public efforts to control drug abuse.
3. Development of state programs for the rehabilitation and treatment of

offenders requiring close supervision and control while correcting problems
of drug abuse by providing alternative methods for disposition of drug
users by the establishment of adequate facilities for both voluntary and
involuntary admissions and for out-patient treatment programs.

4. In line with the objectives set forth by the Cabinet Committee on Inter-
national Narcotics Control, the federal government should intensify its
diplomatic efforts to halt the illegal importation of narcotic substances and
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promote international programs to reduce the production of such sub-
stances.

5. The enactment of interstate compacts to further cooperation among the
States in the control of drug and narcotics abuses.

6. Public drunkenness should not in itself be a criminal offense. Disorderly
and other criminal conduct accompanied by drunkenness should remain
punishable as separate crimes.

THE CRISIS OF UNREST

The National Governors' Conference recognizes and supports the historic and
constitutional right of all citizens to dissent from public policies, and to seek to
change such policies through public assembly, and through the peaceful expression
and exchange of views.

Violence and disorder are not justified in a democratic society. We condemn
lawlessness on all sides, be it by those who dissent from public policies, those who
support them or those who are called upon to keep or restore the peace. We affirm
that the first responsibility of the peace-keepers is to protect the safety and lives of
all those involved; however, we recognize also the correlative right of the peace-
keepers in the discharge of his responsibility to use such force as may be necessary
for their own self-protection.

We believe that change in a democratic society must be achieved through the
calm and reasonable exchange of views. And to that end we urge greater dialogue
and understanding among all segments of our society so that we might prevent the
polarization of views, and the escalation of differences to the point of violence.

On the campus, we believe that the faculty and administration have the primary
responsibility for the prevention of disorder and the preservation of the tranquility
of the learning community. But we also affirm the right and responsibility of the
State to act to restore peace both on the campus and in the larger community when
other means have been tried and have failed.

We also pledge our efforts toward the constant renewal and revitalization of the
institutions of our society ... not only in education but in government and business
as well ... to prevent them from becoming impersonal toward the citizen, neglectful
of the society, and brittle or unresponsive to each generation of Americans.

FIREARMS CONTROL

The National Governors' Conference, recognizing the varying requirements for
firearms legislation in each State recommends and will pursue legislative enactment
of:

I. Federal and state laws controlling the transportation and possession of
military-type firearms and ordnance, other than small arms.

2. State laws prohibiting certain categories of persons, such as habitual
alcoholics, drug addicts, mental incompetents, persons with a history of
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substantial mental disturbances, and persons convicted of felonies, from
buying, owning, or possessing firearms.

NATIONAL CRIME REDUCTION GOALS

Using 1971 as the national base year, the National Governors' Conference
calls upon the Congress and the federal government to join with Governors and
local government leaders to give crime reduction priority attention and to commit
the resources necessary to stop the growth of violent crime and reduce it by 50
percent of the peak year by 1981. In this context, violent crime refers to murder,
non-negligent manslaughter, rape, robbery and aggravated assault.

In furtherance of these goals, the National Governors' Conference recommends
that the national crime reporting procedures be revised to report the number of
persons committing crimes.

RENAMING LEAA

In recognition of the Law Enforcement Assistance Administration's broadened
scope and mission, the National Governors' Conference recommends that it be
renamed the National Crime Reduction Administration, thus relating it to the
quantifiable national goal of reducing crime.

EXTRADITION REFORM

The National Governors' Conference expresses its concern with the ever in-
creasing number of extradition requests which pass through Governors' offices and
the bewildering variety of forms and procedures utilized by the various States in the
extradition process. The resulting delay serves neither justice nor efficiency.

We, therefore, request that the National Association of Extradition Officials
study the problem and the various solutions that have been offered and propose
model legislation if deemed desirable for adoption by the States.

THE NATIONAL GUARD

The National Governors' Conference recognizes the unique role of the National
Guard as the primary reserve force for both the Army and the Air Force in our
Nation's defense and as our emergency law enforcement and disaster backup for
state civil authorities. We reaffirm our belief in the National Guard militia system
which has supported and sustained the United States throughout its history as the
most fitting, economical and effective method of providing military support to
both State and Nation.

We are, therefore, concerned over the ability of the National Guard to main-
tain authorized strength as reliance upon the draft is lessened. Greater emphasis and
support must be given to incentives to enlist and retain members in adequate num-
bers with a proper balance of experience and leadership.
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The National Governors' Conference further endorses the recommendations set
out in the accompanying report by the Subcommittee on the National Guard.
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Appendix VIII

APPROVED POLICY STATEMENTS BASED ON
RECOMMENDATIONS OF THE COMMITTEE ON EXECUTIVE

MANAGEMENT AND FISCAL AFFAIRS

REVENUE SHARING

The National Governors' Conference went on record in 1965 in support of the
principle that the Federal Government share a portion of its revenue with the States,
unfettered as to functions for which it is to be used. The Conference reiterates its
stand on this matter, and further recommends, consistent with the criteria approved
by the Conference in 1968, that a revenue sharing plan be formulated on the follow-
ing basis:

(I) Congressional appropriations for revenue sharing should be made on the
basis of the federal individual income tax base.

(2) Congressional appropriations for revenue sharing should be made to a trust
fund established in the Treasury of the United States.

(3) The sums appropriated should be allocated among the States, based pri-
marily on population adjusted by relative state and local tax effort. The relationship
between the taxing ability and the percentage of federally-held and administered
land acreage in each State should also be considered.

(4) Congress in its appropriations to the States should specify a pass-through
formula to local governments. Eighty percent of the monies which are for distribu-
tion to local governments should be passed through automatically according to
formula to eligible local governments; twenty percent should be passed through to
eligible local governments on application of these units to the States, and should be
available for programs at the local level which encourage cooperative or joint
efforts of local governmental units to solve a common problem.

(5) The federal pass-through formula should provide for sharing revenue only
with general purpose units of government.

(6) The allocation by formula should be made to relatively populous cities and
counties based on population and the ratio between the total receipts from all taxes
imposed by eligible cities or counties and the total receipts from all taxes imposed by
the State and its political subdivisions. The portion of any State's allocation which
would be available for local governments within the State would depend upon the
portion of total tax revenue raised by the State and that raised by the eligible local
units in the State. An alternative state allocation plan of distribution should be
accepted if (a) each city and county receive an amount equal to or greater than that
allocated by formula, or (b) city and county councils or governing bodies represent-
ing fifty percent of those entities entitled to receive at least fifty percent of payments
by formula concur in the State's alternative plan.

(7) No functions should be excluded from expenditures made from shared
funds.

The Executive Committee is directed to employ every means available toward
the immediate and favorable enactment of revenue sharing.
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STATE AND LOCAL BONDS

The municipal bond market is a vital source of funds for financing the capital
expenditure requirements of state and local governments. In order to meet the
strong and growing demand for new and expanded capital facilities faced by these
governments, it is imperative that this market provide a dependable source of funds
at reasonable rates of interest. To this end we recognize the desirability of broaden-
ing the market for state and local bonds.

Specifically, at the federal level we urge Congress to enact legislation: (I) to
permit mutual funds holding municipal bonds to pass the exemption through to
their stockholders; and (2) to require a portion of the reserves of the Unemployment
Trust Fund to be invested in municipal securities.

At the state level we encourage where feasible and relevant the examination of
state initiatives such as: (I) the state bond bank; (2) constitutional and/ or statutory
changes in debt and interest rate limitations; (3) collateral deposit requirements in
municipal bonds for insurance companies; (4) direct issuance of low denomination
bonds; and (5) public finance assistance departments.

During the last several years, we have witnessed a growing number of bills
introduced in the Congress which would shift state and local borrowing from the
tax-exempt to the taxable market. In most cases, federal agencies would act as
intermediaries between state and local governments and the public in marketing
municipal bonds. Regarding further Congressional action in this area, we recom-
mend the following criteria:

I. Use of any federal credit assistance programs by state and local governments
should be entirely voluntary.

2. Such assistance should be free of federal interference and intervention in
matters of state and local concern.

3. Such assistance should be simple, dependable, and free of delay.
4. Such assistance should not be viewed as an alternative to federal grant

assistance where the latter is appropriate and necessary.
The Committee reasserts that such proposals should not in any way impair the

access of state and local governments to the tax-exempt market or infringe upon
these governments' independence in debt financing.

INTERSTATE TAXATIOl\ OF BUSINESS

For a number of years the National Governors' Conference has expressed
opposition to federal legislation which would restrict the taxing jurisdiction of the
State and provide preferential tax immunity to favored multistate businesses, and
has expressed full support for legislation which would give Congressional approval
to the enactment of the Multistate Tax Compact by the States.

This Conference now goes one step further in supporting an expanded and; or
specific version of a Congressional consent bill for the Multistate Tax Compact to
allay expressions of concern in the Congress that the original consent bill set out
only a broad statement of purpose, and to counter claims that the States were seek-
ing a sort of blank check in the area of multistate taxation.
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The Conference therefore urges Congress to enact legislation, drafted by the
Advisory Commission on Intergovernmental Relations in collaboration with the
Council of State Governments, which incorporates the Multistate Tax Compact and
expresses Congressional consent to enactment by the States of a compact substan-
tially the same thereto, plus the following additional provisions:

(I) The three-factor formula (Uniform Division of Income for Tax Purposes
Act), developed by the National Conference of Commissioners on Uniform
State Laws, is made mandatory for net income taxes upon States which have
not enacted the Compact by July I, 1971;

(2) States are given jurisdiction to require collection of sales tax by sellers
making interstate deliveries into a State if the seller makes regular household
deliveries there; and

(3) Income taxes may be imposed on Congressional salaries only by the district
and State represented by the Congressman.

TAXATION OF INDUSTRIAL DEVELOPMENT BONDS

The Conference recognizes that so-called industrial development bonds have
been used for non-governmental purposes. Unfortunately, federal legislation
adopted in 1968 to remove the tax-exempt status of industrial development bonds
erroneously included in its definition some traditional governmental functions and
thus made them taxable under this legislation. The Conference reiterates its 1968
resolution urging legislation properly to redefine industrial development bonds.

NEW APPROACHES TO FEDERAL-STATE PARTNERSHIP

Since social and economic problems transcend state boundaries, States have
long worked together in efforts to solve them. Most major problems today, how-
ever, also require federal cooperation and assistance.

Federal-state partnership in regional problems has taken the form of the inter-
state compact and the regional commission. The Appalachian Regional Commission
has successfully brought thirteen States and the federal government together to plan
and administer programs in health, education and transportation, assisted by sub-
stantial federal block grants.

Although legislative authorization for the Appalachian Regional Commission
and regional commissions authorized under Title V of the Public Works and Eco-
nomic Development Act has been extended, there is need for a thorough review of
the regional concept. As problems of underdeveloped areas and interstate-
metropolitan areas become more complex, it is certain there will be an increased
demand for an extension of multistate administration of programs dealing with
these and other problems. The National Governors' Conference recognizes the vital
need of effective mechanisms for solving such problems. Any new national legisla-
tion should include the following basic points:

- Allow the establishment of regional commissions as agreed upon by the
federal government and the States involved;
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- Provide for Governors to share decision-making authority equally with
federal representatives;

- Make federal participation directly responsible to the President, and state
participation to the Governor;

- Provide adequate funds for initial planning and policy development, and
adequate authorization for the future appropriations after the priorities of
each commission have been determined; and

- Should not be used as a substitute for revenue sharing.

FEDERAL ROLE IN STATE PLANNING

Planning has always been a vital element in the decision-making process, and
in recent years much effort has been made at the federal and state levels to improve
the methods by which it is done. The Federal Government has shown its concern
and interest by many programs of assistance to state and local governments for
planning. However, many problems have arisen: a multiplicity of planning grants
with different federal requirements; uncertain funding; and no integration of plans,
especially at the federal level.

The National Governors' Conference urges that:
The Congress and the Administration should take immediate action to correct

the confusing, contradictory, duplicative and overlapping mass of federal require-
ments and definitions concerning both long-range and annual operational plans.
Federal agencies should recognize the Governor as the chief state policymaker and
planner responsible for the coordination of all statewide and multi-jurisdictional
sub-state planning. The elected heads of local government should be recognized in
the same capacity for all state and federal programs operating within their jurisdic-
tions.

An appropriate share of the funds of each functional federal grant program
should be made available to the Governor for the purpose of relating functional
plans to each other, to statewide goals and policies and to local development
policies. This effort should begin with HEW which has thirty-nine programs, each
requiring a statewide long-range or annual operating plan.

Major federal planning assistance programs should provide for forward funding
on a two or three-year basis; minimum annual funding for each State; interprogram
service agreements; evaluation machinery; technical assistance, training and tuition
fees as eligible project costs; and minimum standardization and coordination of
federal planning definitions and requirements.

INTERGOVERNMENTAL COOPERA nON ACT

The National Governors' Conference commends the Congress for passage of
the Intergovernmental Cooperation Act of 1968, which among other things, provides
for keeping Governors and Legislatures informed of federal grant-in-aid rules and
regulations, provides a means to obtain flexibility in administration of the "single
state agency" requirement, provides flexibility in state banking of federal funds,
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authorizes federal agencies to render technical assistance and traimng services to
state and local governments on a reimbursable basis, and provides for federal
coordination with local authorities regarding land use.

The Conference is gratified at the action of the U.S. Bureau of the Budget in
providing directives for implementation of this Act through Circulars A-95, A-96
and A-97. Governors should especially note Circular A-95, which encourages the
establishment of clearinghouses and review procedures through which federally
aided local and regional planning and development projects can be coordinated with
State activities, and projects of different state agencies can be coordinated with one
another. This Circular may potentially be used to enhance the ability of the Governor
to coordinate the management of state programs.

The Conference urges Congress now to extend the principles of intergovern-
mental cooperation by enacting legislation which would establish procedures to
allow the simplification of accounting, auditing and reporting of federal assistance
funds; authorize the President, subject to Congressional veto, to consolidate federal
assistance programs within agencies; allow joint funding simplification for the pack-
aging of grants for the same or related programs; and provide for periodic Con-
gressional and executive review of grant programs to determine their effectiveness.

TRAINING

The growing complexity of state government programs, and of the many inter-
governmental programs in which States are involved, is placing an enormous burden
upon state officials and employees responsible for the over-all management and
unity of state operations. Training is a necessary part of equipping these officials
and employees to carry out their responsibilities.

The National Governors' Conference commends the Council of State Govern-
ments for strengthening its training activities: the Conference notes the successful
seminar held in 1968 and 1970 for newly elected Governors and their aides, the con-
tinuing work of the Council in providing policy-oriented training for Governors'
personnel, the newly established training program for legislators and legislative staff,
and the recent collaboration with organizations of local officials to provide training
on matters of intergovernmental concern. The Conference urges further intensifica-
tion of these efforts.

The Intergovernmental Personnel Act of 1970 will help to strengthen state and
local training programs. This legislation provides a major opportunity to establish
statewide personnel training and development programs in cooperation with local
officials. However, the opportunity directly depends upon prompt and affirmative
submission of state plans for training to the U.S. Civil Service Commission.

CLEARINGHOUSE FOR STATE CONSULTING HELP

All Governors have on occasion needed the temporary assistance of persons
from outside their state governments to bring a different perspective to policy issues
as well as to bring to bear technical knowledge and experience in various fields of
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state government. Although private consulting firms and universities have been used
to help provide this assistance, a major reservoir of talent, largely untapped, is the
State Governments of the Nation. The use of this talent would be of benefit both
to the State receiving help and, through broadening the experience of the personnel
involved, to the State supplying the expertise.

The National Governors' Conference requests that its Secretariat establish a
clearinghouse to enable States to draw upon the experience and talents in the State
Governments by helping States define their problems with precision and clarity, and
identifying employees in state governments who are qualified to provide effective
assistance.

FEDERAL AID INFORMATION SYSTEMS

There is a critical need for a better exchange of information between levels of
government as a result of the continuing growth of federal assistance programs.
Great progress has been made by the States in creating information systems for their
decision makers. Additional progress has been made by the federal government
under the Intergovernmental Cooperation Act of 1968and subsequent implementa-
tion guidelines.

However, it is increasingly clear that further progress could be greatly enhanced
by developments at the federal level which are unifying and coordinating in effect.
It seems evident that clear commitment from the Office of Management and Budget,
with strong support from the States, could result in substantial progress in the
following areas:

I. Early involvement of the States in federal spending decisions directly affect-
ing state budgeting, through continuing information flow to policy levels.

2. Action toward uniform data requirements and formats among federal
agencies.

3. Technical assistance to State and local governments in developing uniform
information systems and more effective management techniques. Vigorous
assistance from the federal level would implement the States' desire for
information systems which are compatible both among the States and
between States and the federal government.

4. Sustained funding for model projects whose purpose is to develop tech-
niques and systems for effective management in many areas of government.

5. A continued emphasis on the elimination of federal agency policies requiring
single purpose or designated use of federally supported data processing
facilities. At present, state central management staff may be denied the use
of state functional agency equipment because of regulations promulgated by
counterpart federal agencies.

FEDERAL GRANT-IN-AID OMNIBUS

The National Governors' Conference acknowledges the importance of federal
grants-in-aid in the financing of state and local programs. These aids now amount
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to nearly one-fifth the total federal domestic budget and one-fifth of total state
expenditures. Aid programs have proliferated in the past several years and now
number over 1000 separately funded activities.

The number of programs and the large amounts of dollars involved make im-
perative the proper administration of these programs so that the national objectives
toward which they are aimed can be achieved. Many of the policy statements of this
Conference deal with this issue with respect to individual programs. The federal
government - the President, Congress, and the administering agencies - should
work closely with state officials in developing appropriation and administrative
procedures to provide maximum flexibility in carrying out program objectives and
maximum certainty of federal action. Specifically the Conference endorses the
following concepts:

I. Utilization of the block grant approach for new aid programs in support of
broad national purposes.

2. Fundamental reorganization of a large number of existing programs into
several broad areas on a permanent basis. Grouped programs would be
those that share a consistent pattern of purpose. The following provisions
represent concepts embodied in this type of proposal:
- Automatic allocation of grant funds by careful and meaningful formulas

rather than narrow project specifications.
- Flexible and dependable formulas for passing certain funds directly to

local governments.
- Deletion of matching and maintenance of effort requirements as a pre-

requisite to receiving aid.
- Clear definition of the State as critical to program coordination, planning

and evaluation, with gubernatorial review replacing cumbersome federal
approval processes.

- Reasonable transitionary stipulations such as hold harmless clauses,
which would guarantee state and local jurisdictions at least as much
revenue from each new program as from the total of the old programs
being consolidated.

3. Joint funding simplification, to allow federal agencies to cooperate with
state requests to combine several grants in the administration of one state
program.

4. Appropriations consonant with authorizations, to provide a greater degree of
certainty in the amount of funding to be expected.

5. Advance funding for at least two years, especially for construction projects,
so that the necessary contracts can be let with assurance of fulfillment.

6. Annual appropriations prior to start of fiscal year, to provide the States
sufficient lead time for planning the program and hiring the staff.

7. Resolution by the President and Congress of their divergent policies on
appropriations and expenditures by procedural or structural means.

8. Full consideration of the special needs of Puerto Rico, the Virgin Islands,
American Samoa and Guam be given by Congress in the distribution of
fiscal aid funds.
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The National Governors' Conference asserts that any changes in the grant-in-
aid system must be directed toward the simplification ot the machine. The mechan-
isms of federal assistance must not be allowed to impede the intent of that assistance.
The National Governors' Conference supports the President's special federal
assistance review program for the streamlining of the administrative mechanisms
used to process and distribute federal funds. Further, the National Governors'
Conference asserts that economic, social and ecological challenges can be grasped
and grappled with at state and local levels, and that operational changes in aid
programs must allow and encourage problem-solving ability at these levels.

REGULATION OF INSURANCE

It is long established national policy to leave to the States the basic task of
regulating the insurance industry. The States have demonstrated an ability to do a
creditable job of regulation, and in the aggregate the insurance industry is well
regulated.

The National Governors' Conference opposes federal legislation which would
create a federal bureaucracy for the regulation of insurance, and Congress should be
ever-mindful of the States' role in this important area. If corrective national legisla-
tion is necessary, the National Governors' Conference stands ready to work with
Congress to achieve positive results.

SUB-STATE DISTRICT DEVELOPMENT

Sub-state districting is an issue of growing concern to state and local elected
officials. The essence of the concept is the creation of a statewide system of multi-
jurisdictional planning units, composed of elected officials or appointed representa-
tives, and provided with a professional staff. The concept is basically an organiza-
tional one. It proposes a structure which cuts across the array of substantive pro-
grams, enabling elected officials to effectively coordinate the use of federal, state
and local resources in solving statewide problems.

Although the sub-state district is essentially an aggregate of local governments,
the critical catalyst must be applied by state government, since the ability to desig-
nate district boundaries, enact enabling legislation, and provide needed financial and
technical support lies at the state level.

At the federal level, two Office of Management and Budget Circulars have been
specifically addressed to this problem (Circulars A-95 and A-98). However, further
progress at all levels is virtually prohibited by the uncoordinated and competing
array of federal aid programs operating at the sub-state level and having their own
rules, regulations, and guidelines for organizational structure, policy board repre-
sentation, program coverage, and staffing arrangement. The following actions
should be undertaken to assure progress:

1. The Office of Management and Budget should give more serious attention
and staffing to the implementation by federal agencies of Office of Manage-
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ment and Budget Circular A-80 and A-95 concerning sub-state district
organizations.

2. Each State should give serious consideration to the enactment of state legis-
lation that would better enable local, general purpose governments to
cooperate in the solution of areawide problems.

3. State agencies should use these sub-state districts for the administration of
state programs to the greatest extent possible.

4. Federally supported sub-state district organizations should be made respon-
sible to those organizations authorized by the State and established and
operated by local officials.

FEDERAL EXECUTIVE REORGANIZATION

The National Governors' Conference, in taking notice of current proposals to
reorganize the Executive Branch of the federal government, supports the general
concept of restructuring the mechanism of government in ways which better meet
the needs of the people and facilitate inter-action between the levels of government
- federal, state, and local.

The Conference has long argued for clearing away the proliferation and con-
fusion of federal grant-in-aid programs and is on record supporting actions to
simplify their administration. Reorganization of the Federal Executive Branch can
contribute to that objective if properly carried out.

The National Governors' Conference is concerned that certain specific concepts
be followed in the consideration and enactment of any federal reorganization:

I. Existing departments, agencies, and commissions should be grouped into
single new departments, structured according to broad but similar purposes.

2. To facilitate accountability and proper coordination of the diverse but related
programs within such departments, the departmental secretaries must have
full authority for all of the department's functions including power to dele-
gate and transfer responsibility both among programs and to the field.

3. To facilitate better interaction between state and local officials with federal
agencies, decentralization of both authority and accountability to regional
offices must be accomplished.

The Conference strongly supports the basic purposes of the reorganization
proposals of 1971 consistent with the above principles and urges the Congress to
enact legislation which supports and implements these concepts.
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Appendix IX

APPROVED POLICY STATEMENTS BASED ON
RECOMMENDATIONS OF THE COMMITTEE ON

HUMAN RESOURCES

PREAMBLE

The Committee on Human Resources has reviewed the policy statements
adopted by the National Governors' Conference in 1970. The Committee reaffirms
these basic policies and urges prompt action to implement them. Because the Social
Security Amendments of 1971 (HR 1), which has passed the House of Representa-
tives and is now before the Senate, will, if enacted, have a major impact on the exist-
ing welfare programs and on state and local governments, the Committee on Human
Resources wishes to comment specifically on this proposed federal legislation.

The Committee believes that HR I represents significant progress towards
bringing about an improved welfare system. Specifically, the Committee on Human
Resources supports the following basic concepts incorporated in HR I:

I. Increased recognition of the responsibility of the Federal Government for
welfare and of the fiscal crisis of state and local governments caused in large
part by increased expenditures for welfare.

2. The establishment of federally financed minimum national benefit levels
and uniform national eligibility standards for the fully federally financed
program.

3. Steps to correct the inequities in the present system which result in it being
financially advantageous not to work and which therefore discourage those
who are working.

4. Requirements for registering for and accepting private employment, job
training, or participation in a program of public service employment.

5. Federal administration and increased federal financing of programs of cash
assistance for the aged, blind, and disabled.

6. Extension of Medicare benefits to recipients of disability benefits under the
Social Security Program.

7. Increase in Social Security benefits.
However, it is urged that HR I be amended to:
1. Recognize the necessity for benefit levels to be adjusted for cost-of-living

increases and therefore provide for full federal financing of these increases.
2. Extend the basic program to childless single persons and childless couples

which are now included in general assistance programs.
3. Recognize the greater fiscal burden of those States which are providing a

benefit level higher than the national minimum and provide for federal
financial participation in the cost of financing supplementary payments.

4. Give States and localities the option to establish public service work pro-
grams under which recipients of public assistance not otherwise employed
in private jobs, enrolled in training programs, or participating in a public
service employment program, would be required as a condition of eligibility
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to perform public service work to improve the quality of community ser-
vices in areas such as conservation, sanitation, day care, hospital care, etc.
Such work would be performed at a rate not less than the applicable mini-
mum wage.

S. Change the provisions related to the accounting period for determining
eligibility so that it is based on actual needs. and therefore avoid shifting
costs resulting from immediate needs of recipients to state and local gen-
eral assistance programs.

6. Remove the limitations on federal participation under Medicaid for long-
term care in mental hospitals and the administrative discretion to reduce
federal participation in the cost of skilled nursing home care.

7. Remove provisions limiting the amount of federal reimbursement for costs
of providing social services. Federal funds should be provided for compre-
hensive social services including such services for former and potential
welfare recipients.

8. States should be provided the option of administering the cash assistance
program without financial penalties.

The Committee on Human Resources wishes to make clear that its support of
basic concepts of HR I does not alter the basic position previously adopted by the
National Governors' Conference calling for federal assumption of all costs of wel-
fare on a phased basis. The Committee believes this is critical and will continue to
work toward the achievement of this goal.

The Committee also wishes to make clear that it does not view the attainment
of this goal as a substitute for general revenue sharing. The magnitude of the fiscal
crisis of state and local government is so great that 100 percent federal financing of
the welfare programs would not provide sufficient fiscal relief for state and local
government to be able to meet urgent needs.

Although revenue sharing is not within the specific responsibility of the Com-
mittee for Human Resources, the Committee, as it did at the 1971 Winter Meeting of
the National Governors' Conference, wishes to express its support for a general
revenue sharing program. It is essential that such a program provide funds to the
States as well as to local governments. The fact that the proposed federal welfare
legislation would provide some fiscal relief to some States is no reason for excluding
States from a revenue sharing program. In the first place, many States, particularly
those which now bear a large proportion of the cost of the welfare program, will
receive little or no relief. But of greater importance is the fact that exclusion of the
States could have a disastrous effect on the future of our federal system. It could
have a very real effect of reversing one of the healthiest recent trends in state and
local relations, the increasing willingness of state government to help solve urban
problems.

Asa result of its review of the 1970 Policy Statements, the Committee on Human
Resources submits for adoption by the 1971 Annual Meeting of the National
Governors' Conference the following indicated revisions and additions which are
required in the light of current developments.
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WELFARE REFORM

I. Substitution, on a phased basis, of a federally financed system of welfare
payments for the current federal-state program for the aged, blind, disabled, and
dependent children, and including also the general assistance programs now financed
by the States themselves. A rational system should:

a. Take into account the full impact of the total range of direct and indirect
aid to the poor.

b. Include national eligibility policies which take into account all sources of
income and provide for a. workable work incentive.

c. Establish reasonable national standards of assistance with reasonable regional
or geographic differentials.

d. Provide for expanded job training and adequate public service employment
programs with adequate federal funds.

e. Provide for adequate day care programs for children of parents who are
working or in training programs with provisions for a central state role and
a comprehensive state plan, and which would not bypass States in the ad-
ministration of such programs.

f. Allow for state administration without financial penalties if the State chooses
to administer the program.

2. Increase in the present levels for all payments under the Old Age Survivors
Disability Insurance Program, with a minimum payment of $100 per month per
person.

3. Transfer the present Old Age Assistance, Aid to the Permanently and Totally
Disabled, and Aid to the Blind programs to the Social Security Administration, with
payments being made from federal general revenues to cover the increased cost.

4. Review by the Secretary of Health, Education, and Welfare of Federal regu-
lations as to their adverse effect with respect to the following:

a. The use of the declaration system for determining welfare eligibility. Any
such system, if mandated by the Federal Government, should provide the
States with appropriate options and flexibility as to form and content.

b. The continuation of welfare payments during the pendency of appeal to
persons whose grants are reduced or who are determined ineligible.

5. We support improved federal and state efforts to combat hunger and mal-
nutrition, including the improved administration and coordination of present food
programs involving:

a. Development and federal assistance in implementing state plans to combat
hunger and malnutrition, especially as related to the most vulnerable groups
such as infants, pre-school children, and pregnant and nursing mothers.

b. The development of effective state and local delivery systems and organiza-
tions for food programs.

c. Adequate funding by the Federal Government to provide free or reduced
price lunches and breakfasts to schools, summer recreational programs, and
day care centers.

6. The Federal Government should continue to assist States in funding and
developing social services authorized under the Social Security Act for present and
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potential welfare recipients, children and adults in need of protective services,
families and individuals with social and behavioral problems, and the handicapped
and the disabled. Such social services programs should involve:

a. The continuation of the primary responsibility for planning and administra-
tion of such programs by States without bypassing state governments, and
reserving to the States decision-making authority as to the level of social
services to be provided.

b. Federal funding for administration of cash assistance, social services, and
related staff training under the Social Security Act not being arbitrarily
limited to some percentage of a previous year's federal expenditures in a
State.

HEALTH

I. Adoption by the Federal Government of a national universal health insur-
ance program as the primary method of keeping rising health costs from preventing
all people from receiving the medical care they need. Such a program should utilize
the existing private enterprise medical system. Publicly paid programs such as
Medicaid should be used only as a secondary program for those who have used up
their insurance benefits. Medicaid should be 100 percent federally financed.

2. Expansion of federal and state programs of grants and loan payments to
encourage the development and rehabilitation of health facilities particularly in low-
income areas where maternal and child health care is inadequate.

3. Review of the formula for the allocation of federal funds for the construction
and modernization of health facilities to assure that the funds are being devoted to
meeting the Nation's most urgent needs.

4. Assurance that the allocation within a State of federal funds for the con-
struction and modernization of the various types of health facilities be based on
priorities developed by the State and be in accordance with plans developed through
state comprehensive health planning.

5. Placement of responsibility for comprehensive health planning in the Office
of the Assistant Secretary of Health and Scientific Affairs of the U.S. Department
of Health, Education, and Welfare. Such a designation by the Secretary of HEW
would be complementary to the major responsibility and reliance placed on such
efforts by Governors and enhance the possibilities of achieving a federal-state
"partnership" for the improvement of health services.

6. We oppose proposed cuts in federal funds for care in mental hospitals and
skilled nursing homes under the Medicaid program. At the minimum, steps should
be taken to insure that these cuts are not merely passed back to state and local gov-
ernments in the form of increased expenditures.

7. Removal of ceilings on the amount of federal expenditures for Medicaid in
the Commonwealth of Puerto Rico and the Territories.

8. To enable citizens t-o have a choice as to the type of health care systems they
may utilize and to provide the opportunity for government to develop various means
to control health costs, the States should make possible the provision of health care
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through prepaid group practice Health Maintenance Organizations (HMO), and the
federal and state governments should consider steps which would encourage the de-
velopment of such Health Maintenance Organizations and other alternative health
care systems in addition to the traditional fee-for-service, private practice system.

9. Prompt federal action to provide federal funding of programs for alcoholism
prevention, treatment, and rehabilitation. Such funds should be available for:

a. Formula grants for States on the basis of population and need.
b. Project grants for demonstration, service, and evaluation projects, educa-

tion training programs, and a wide range of services in the community.
c. Coordination of project grant applications from within any State through the

single agency designated by the State as the alcoholism authority.
d. Federal grants for persons seeking training in alcoholism treatment and

rehabilitation and for programs in professional schools.
e. Incentives for increased utilization of existing health resources (hospitals,

health nurses, etc.) in alcoholism treatment programs and for providing ser-
vices within traditional helping systems - public health, public welfare,
vocational rehabilitation, and social agencies.

EDUCATION

1. Assumption by the Federal Government of far greater responsibility for the
financing of education. Such increased federal financial participation should take
the form of general grants to the States for educational purposes. Both the legisla-
tion and federal regulations for such a program should leave maximum flexibility to
States and localities to develop programs to meet their most urgent needs. The
basic purpose of such a program would be to help meet the rapidly rising basic cost
of education, not to stimulate new supplementary programs. Such programs should
not mandate the creation of any new state or local administrative mechanisms.

2. Adequate advance funding of existing federal programs commensurate with
critical educational needs.

3. Consolidation of existing federal grant-in-aid programs for education into
broad functional categories, thereby increasing the ability of States and localities to
design programs within broad federal policy guidelines to meet critical needs in
individual States and localities.

4. Maximum administrative simplification of planning, application, allocation,
accounting and reporting procedures for all consolidated grant-in-aid programs to
assure that the intended purpose of consolidation of grants is not subverted through
detailed administrative requirements.

5. We support the President's action in establishing an intergovernmental
commission on school finance broadly representative of local, state, and federal
officials and educational personnel to furnish guidance to the Congress, executive
branch of the Federal Government, and the States for most effective educational
programs, and actions should be taken to provide for continual review of the goals,
quality, and cost of our educational system.

6. Provision in federal programs for joint federal-state-local development of
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standardized statistical data and other information necessary for sound analysis of
educational needs and programs. Such standardized and comparable data is essen-
tial for educational planning at all levels of government. We urge the Administration
to provide adequate funding for the National Center for Educational Statistics, and
for state efforts to redesign and clarify state and local inputs into the National
Center.

7. Immediate funding of student loan program by guaranteeing interest at the
prime rate on student loans.

8. The Federal Government should not cut back the funding of the National
Defense Education Loan.

9. We support enactment of a comprehensive program of federal support for
community colleges, vocational-technical schools, and comprehensive community
colleges or their equivalents. Such legislation should assure:

~ That any such legislation take into account the diversity of state higher and
post-secondary education structures.

~ That community colleges be an integral part of the total higher and post-
secondary education programs of the States.

~ That programs be administered through state agencies designated as respon-
sible for post-secondary and higher educational planning.

-- That such legislation not call for the creation of new and additional compet-
ing state higher educational agencies.

10. We support enactment of a federal program for early childhood develop-
ment which would provide adequate federal financing and with provisions for a
central state role and comprehensive state plan, and which would not bypass States
in the administration of such programs and would permit maximum flexibility for
States to determine standards and requirements.

II. Removal of "set-asides" on the amount of federal expenditures for educa-
tion in the Commonwealth of Puerto Rico and the Territories.

MANPOWER TRAINING AND DEVELOPMENT

I. Enactment of federal legislation which would consolidate federal manpower
programs, provide for flexible funding of these programs, and enable the States to
coordinate all manpower training and development activities within a State.

2. Review by Governors of the state administrative structure for manpower
programs to assure that each State has (a) an effective mechanism to develop a
comprehensive statewide manpower plan and (b) an agency which has the capability
to administer a unified system of manpower services.

3. Establishment of a national computerized job bank which would provide
information regarding available jobs and job applicants.

4. Provision for systematic review and assessment of the effectiveness of man-
power programs.

5. Establishment of State Manpower Training Staffing Centers with federal
financial support to assure an adequate supply of trained personnel to plan and
administer manpower programs.
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6. Increased efforts by States to work with private business to increase job
opportunities for the disadvantaged. Specifically, Governors should work with the
National Alliance of Businessmen in the development of a statewide "JOBS"
program.

7. The National Governors' Conference has called for the enactment of com-
prehensive federal manpower legislation which would coordinate federal manpower
programs. The Conference also endorses a strong state role in manpower programs
so that they can be effectively coordinated. If, however, the State is to be given a
major responsibility in the area of manpower, it must also be given adequate author-
ity to meet this responsibility. Federal legislation must assure that States are
allowed sufficient flexibility to develop, in close cooperation with local officials,
the most effective administrative structures possible.

8. We support the concept of a federally financed program of public service
jobs leading to regular private or public employment. To help achieve the ends
sought and to ease the integration of the new program into structures contemplated
under prospective manpower reform legislation, we urge that:

a. The program, to the degree possible, should (I) entail regular manpower
planning processes, statewide plan requirements, and the use of appropriate
existing state administrative structures and (2) provide States with impor-
tant coordinating and operating authority - including the option of a
single statewide delegation of program authority.

b. A long-range commitment be made, through prospective manpower reform
or other federal action, to absorb enrollees from lapsed projects.

9. The Conference also urges the evolution, at the federal level, of:
a. Unified consideration of the whole range of federal manpower and related

services authority and programs.
b. Greater integration or coordination of related activities within and among

federal departments.
c. Greater legislative authority and administrative willingness to allow States

options to interrelate any of a broad range of federal manpower and related
human resources programs to more effectively meet the needs of those to be
served.

NARCOTICS AND DANGEROUS SUBSTANCES

The National Governors' Conference recognizes the growing epidemic of drug
abuse and addiction and the need for consideration of this problem by this Com-
mittee as well as the Committee on Crime Reduction and Public Safety. It further
recognizes that this problem is a national crisis and not limited to any geographic,
social, or economic group. Therefore, the following steps are recommended:

I. Federal and State Government should cooperate in the development of a
coordinated attack on the narcotics and dangerous substances problem. Such an
effort should include law enforcement, prevention, and treatment.

2. Prompt diplomatic action should be taken by the Federal Government to
reduce the illegal importation of narcotics and other drugs.
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3. States, in cooperation with local governments, should undertake a major
public preventive education campaign involving a broad range of community re-
sources including local schools to assure that the true nature of drugs and addiction
is well known.

4. Prompt federal action should be taken to provide federal funds for programs
and services which would:

a. Assist States to develop and expand planning and administration of drug
abuse programs.

b. Assist States and communities to provide programs and services to drug
abusers through:
(I) Planning for comprehensive treatment systems;
(2) Promoting realistic public attitudes toward drug abusers; and
(3) Developing referral, treatment, and after care services appropriate to

the needs and resources of each community.
c. Make available a full range of treatment resources to all addicts who can

benefit from it. Substantial federal financial resources should be devoted to
the funding of a broad range of flexible state and local programs.

5. The States should join with the Federal Government in an effort to determine
the basic underlying causes of the growing drug abuse problem. Such a study should
examine the underlying social issues which may lead to addiction as well as the
causal processes which promote initiation, continuance, termination, and relapse in
drug usage.

6. We urge cooperative efforts among the States in developing regional pro-
grams to increase the effectiveness of efforts to combat addiction. Special potential
is seen for coordination of administration, communication, laboratory facilities. and
treatment programs.

7. We urge the Federal Government to meet its responsibility to develop pro-
grams to rehabilitate all those members of the Armed Forces who are addicted. The
discharge of an addict after a brief detoxification period and without more adequate
military support of civilian programs would impose a severe and unjust burden on
the States and localities. The Federal Government could contract with the States to
provide the rehabilitative services.

THE AGE OF MAJORITY

The National Governors' Conference commends Congress for the enactment
of the Voting Rights Act Amendments of 1970 granting 18-year-olds the right to
vote in federal elections.

The National Governors' Conference also commends Congress and the thirty-
eight States which ratified the 26th Amendment of the United States Constitution
for their roles in securing this Amendment to the Constitution which grants 18-year-
olds the right to vote in state elections.

In furtherance of this goal of extending to our young citizens, 18 years of age or
older, their full rights and responsibilities and the opportunity to participate fully in
our society, we urge that each State consider lowering the legal age of majority for
purposes in addition to voting to 18 years of age.
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Appendix X

APPROVED POLICY STATEMENTS BASED ON
RECOMMENDATIONS OF THE COMMITTEE ON NATURAL

RESOURCES AND ENVIRONMENTAL MANAGEMENT

!'I:ATIO:\,AL GOALS ARE :\,EEDED

There is a need for the President and Congress to set national goals in the fields
of ecology, environment. conservation, and population, It would simplify the direc-
tion of state and local efforts if they could mesh their goals with national goals.
These goals should stand out as signal flags on the halyards of our ship of state so
that all could see them and understand them.

STRO:\'G STATES II\" THE FEDERAL SYSTEM ARE :\,EEDED

There must be a constant recognition of the need to place as much responsibility
as possible in planning and action at the state and local levels, including such action
that might necessitate interstate compacts. The unique abilities of state and local
government to recognize priorities at the grass roots level should be respected and
understood by the Federal Government. State Governments should be permitted to

set higher minimum standards than the Federal Government in the fields of environ-
mental management and conservation.

The States need as much flexibility as possible in adjusting state and local pro-
grams to those needs unique to the area, economy, etc Therefore, the bloc grant
approach to federal planning and action funds disbursement is preferred over cate-
gorical grants.

MORE RELEVANT EDUCATIONAL EFFORTS I:\,
ENVIRONMENT, CONSERVATION, AND POPULATION ARE NEEDED

We must recognize the urgent need for the teaching of environment, conserva-
tion, and population as a major basic educational requirement in primary, second-
ary, and higher education. Curricula of traditional offerings at all levels of educa-
tion need to be examined for their relevance to the rapidly changing conditions of
environment, natural resources, and population.

The competition for students' attention to a wide range of study matter should
not be allowed to prevent a full understanding of the natural forces at play on this
planet. Too often in the past, students have not been adequately taught the subjects
of environment, conservation, and population and have not learned the interrela-
tionship of these subjects. Yet failure to understand this relationship could possibly
spell mankind's doom if informed action based on knowledge is not taken by the
public.

States should require a constant updating of educational curricula in order to
strengthen the offerings in environment, conservation, and population.
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A NATIONAL VOLUNTARY POPULATION DISTRIBUTION POLICY IS NEEDED

The United States needs to develop a national policy on voluntary population
distribution. It is now projected that the population of the United States will rise
from 200 million people at present to more than 300 million people by the year 2000.

Our Nation has practiced population distribution incentives in the past through
such devices as the Homestead Act. A new and fresh approach to population
distribution at the present time is needed.

The social and economic problems of overpopulated areas include ghettos;
poverty; mass transit demands; overloaded educational, health, and recreational
services; pollution of the air and water; increased crime; and a growing level of
individual frustration and nervous tensions.

On the other hand, underpopulated areas are suffering high economic and social
costs as well. These costs are brought on by an inadequate tax base and too few
people to support necessary institutions on a community basis such as schools,
churches, hospitals, recreational areas, etc.

Environmental management and conservation become excessively costly be-
cause of the severe population imbalance between the overpopulated States and
those which are underpopulated.

The Federal Government, through its inadvertent and uncoordinated planning
and programs, is one of the major factors in creating population imbalance.

There are remedies that should be attempted to alleviate population imbalance.
Subsidized low interest rates could be offered on loans for industrial expansion in
underpopulated areas. Manpower training programs to assure an employee supply
to industries which would expand outside of congested areas could be implemented.
A revamping of the Interstate Commerce Commission freight rates, which now make
economic expansion virtually impossible in some underpopulated areas, could be
adjusted to permit industrial expansion in underdeveloped areas.

Federal tax incentives might be given to industries that locate away from over-
populated areas. Special federal grant programs to strengthen the desirability of
living in underpopulated areas might be made. Grants for educational, health and
recreational services necessary in order to attract people to live in areas now con-
sidered underpopulated would lessen the cost and burden of trying to provide these
same services to the same people if these people are attracted to densely populated
areas.

NATIONAL AND STATE COASTAL ZONE
POLICY PLANNING AND MANAGEMENT ARE NEEDED

The coastal zone presents one of the most perplexing environmental manage-
ment challenges. The thirty-one States which border on the oceans and the Great
Lakes contain seventy-five percent of our Nation's population. The pressures of
population and economic development threaten to overwhelm the balanced and
best use of the invaluable and irreplaceable coastal resources in natural, economic
and aesthetic terms.

To resolve these pressures, two actions are required. First, an administrative
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and legal framework must be developed to promote balance among coastal activities
based on scientific, economic, and social considerations. This would entail mediat-
ing the differences between conflicting uses and overlapping political jurisdictions.

Second, efforts must be made to gain additional knowledge of the nature of the
coastal zoning and the multiple effects that different uses would have upon our
environment.

States must assume primary responsibility for assuring that the public interest
is served in the multiple use of the land and water of the coastal zone. Local govern-
ment cannot be expected to cope with the broad spectrum of interrelated coastal
problems, nor can local political subdivisions be expected to make their judgments
consistent with those of many interlocking political jurisdictions.

Coastal States, because of unique conditions existing along their shorelines,
have advantages in coping with coastal zone planning and management that the
Federal Government does not have. The Federal Government, however should
establish incentives and assistance to help the coastal States prepare plans and action.

The ultimate success of a coastal management program will depend on the
effective cooperation of federal, state, regional, and local agencies. At the federal
level, this would require the development of goals and an administrative framework
which would avoid the existing duplication, conflict, and piecemeal approach that is
too often typical of federal planning assistance programs. Any federal legislation
which attempts to establish a coastal program must allow States the necessary
flexibility for creating management instruments most suited to their specific condi-
tions.

Basic to a coastal management program are the funds necessary to plan and
take action. The requirements for coastal zone management are so urgently needed
in the Nation's interest that federal monies must be made available to the States at
a level which will not only provide incentive, but will allow an adequate program to
be developed based on federal, state and local participation.

Any attempt to diminish the federal financial participation or to shift the burden
to the States will result in irreparable delay and inadequacy in bringing under control
the serious coastal environment and natural resource conservation problems.

A CHANGE IN NATIONAL ATTITUDES TOWARD
NON REPLACEABLE NATURAL RESOURCES IS NEEDED

There is a growing need to establish a new attitude in America among con-
sumers which differentiates between quality of living and standards of living, as well
as quantitative consumption and quality of living.

For example, we should examine the wisdom of our present system of reduced
electric power rates as a reward for heavy consumption when that consumption might
be beyond the electric consumption needed for a specific business or residence.

A flat rate for an adequate amount of electric energy based on the size of family
or industrial need could be established. Sharply rising rates for electric consumption
above the adequate standard set would provide a penalty for that waste which does
not contribute to our economy or to the quality of living.
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The consumption of nonreplaceable coal in the thermo-generation of electricity
which is wasted does not add to the quality of life and is an example of squandering
natural resources without significant benefits to mankind.

Waste of fresh water cannot be tolerated indefinitely. Less than I percent of the
water on the face of the earth is potable. In the face of rising populations and per
capita water use, we are faced with the need to conserve our precious water resources
by eliminating unnecessary waste. Wasted water adds nothing to our quality of
living.

The same principle which applies to the wasteful use of electric energy and
potable water can be applied to the use of petroleum products in our automobile
engines. States should consider a policy of encouraging smaller but adequate en-
gines through sharply graduated license fees which discourage larger than necessary
engines that do not contribute to the quality of living. There are far too many
vehicles in use today which wastefully consume the nonreplaceable crude oil re-
sources and add unnecessary pollutants to the air.

The national attitude which equates some forms of waste with a high quality of
life needs to be changed. Waste does not add to the quality of life, but in fact denies
a high quality of life to future generations.

STATE LAND USE PLANNING IS NEEDED

There is an interest and need for a more efficient and comprehensive system of
national and statewide land use planning and decision-making. The proliferating
transportation systems, large-scale industrial and economic growth, conflicts in
emerging patterns of land use, the fragmentation of governmental entities exercising
land use planning powers, and the increased size, scale and impact of private actions
have created a situation in which land use management decisions of national,
regional and statewide concern are being made on the basis of expediency, tradition,
short-term economic considerations, and other factors which are often unrelated to
the real concerns of a sound land use policy.

Across the Nation, a failure to conduct sound land use planning has required
public and private enterprise to delay, litigate, and cancel proposed public utility
and industrial and commercial developments because of unresolved land use ques-
tions, thereby causing an unnecessary waste of human and economic resources and
a threat to public services, often resulting in decisions to locate utilities and industrial
and commercial activities in the area of least public and political resistance, but
without regard to relevant environmental and economic considerations.

The land use decisions of the Federal Government often have a tremendous
impact upon the environment and the pattern of development in local communities.
The substance and nature of a national land use policy ought to be formulated upon
an expression of the needs and interests of state, regional, and local government,
as well as those of the Federal Government. Federal land use decisions require
greater participation by state and local government to insure that they are in accord
with the highest and best standards of land use management and the desires and
aspirations of state and local government.
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The promotion of the general welfare, and to provide for the full and wise appli-
cation of the resources of the Federal Government in strengthening the environ-
mental, economic and social well-being of the people of the United States, we believe,
is a continuing responsibility of the Federal Government, but should be consistent
with and recognize the responsibility of state and local government for land use
planning and management.

There should be undertaken the development of a national policy, to be known
as the National Land Use Policy, which shall incorporate environmental, economic,
social and other appropriate factors. Such policy shall serve as a guide in making
specific decisions at the national level which affect the pattern of environmental and
industrial growth and development on the federal lands, and shall provide a frame-
work for development of interstate, state and local land use policy.

The National Land Use Policy should:
I. Foster the continued economic growth of all States and regions of the United

States;
2. Favor patterns of land use planning, management and development which

are in accord with sound environmental principles and which offer a range of alter-
native locations for specific activities and encourage the wise and balanced use of
the Nation's land and water resources;

3. Favorably influence patterns of population distribution in a manner such
that a wide range of scenic, environmental and cultural amenities are available to the
American people;

4. Contribute to carrying out the federal responsibility for revitalizing existing
rural communities and encourage, where appropriate, new communities which offer
diverse opportunities and diversity of living styles;

5. Assist State Government to assume responsibility for major land use planning
and management decisions which are of regional, interstate, and national concern;

6. Facilitate increased coordination in the administration of federal programs
so as to encourage desirable patterns of environmental, recreational, and industrial
land use planning; and

7. Systematize methods for the exchange of land use, environmental and eco-
nomic information in order to assist all levels of government in the development
and implementation of the National Land Use Policy.

Intelligent land use planning and management provides the single most impor-
tant institutional device for preserving and enhancing the environment and for
maintaining conditions capable of supporting a quality life while providing the
material means necessary to improve the national standard of living.

FULL FUNDING AND IMPLEMENTATION OF
STATE COMPREHENSIVE OUTDOOR RECREATION PLANS IS NEEDED

Remaining undespoiled natural areas of wetlands, forests, plains, deserts, and
mountains are being exploited and despoiled at an alarming rate. The expenditure
of outdoor recreational funds should not be diverted from the urgent need to acquire
and protect these natural areas.
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Crash funding programs that seek to carve urban parks in the midst of urban
glut are dramatic examples of inadequate planning. The overcoming of inadequate
planning in the past through crash programs should not be allowed, through the
monopoly of limited funds, to perpetuate inadequate planning, insufficient preserva-
tion, and too little and too late acquisition for future generations.

Full funding and implementation of state comprehensive outdoor recreation
plans is the best means of solving both short-run and long-run recreational problems
of megalopolis.

A REVITALIZATION OF FORESTRY BY ALL OWNERSHIPS IS NEEDED

There is an urgent need to revitalize forestry efforts nationally on all owner-
ships. The timber supply situation has pointed up the need for strong direction by
the Administration.

The future demands for lumber and forest products will provide increased
competition between the many uses of a shrinking forest land base. There are pre-
sently substantial acreages of state, private and federal lands potentially capable of
producing forest products, but are in need of reforesting.

Proven timber management practices could be instituted by the Forest Service
and the Bureau of Land Management and other public and private forest manage-
ment agencies to promote increased or high yield timber growth on existing timber-
producing lands, provided funds were made available for this purpose.

The Federal and State Governments need to establish a policy to encourage
reforesting of denuded publicly owned commercial forest lands.

Existing programs need to be strengthened to offer greater inducements for
private landowners to reforest their lands. A great number of public values would
thus accrue, beyond those to the landowner individually. Such benefits as establish-
ing and improving watersheds and water quality, arresting soil erosion, improving
flood control and stream sedimentation, wildlife habitat and recreational opportuni-
ties would result. The increased fiber would contribute to the housing needs of a
growing Nation.

INTERSTATE ENVIRONMENT COMPACT

The National Governors' Conference urges federal enactment of the Interstate
Environment Compact. This bill, introduced by Sen. John L. McClellan of Arkan-
sas in the Senate (S. 907) and by Rep. Harold R. Collier of Illinois in the House
(H.R. 4819), asks the consent of Congress to an interstate compact which would
facilitate the subsequent establishment of "supplementary agreements" between the
States for the purpose of taking joint action to abate pollution problems which
affect more than one State. It would strengthen the ability of States to deal effec-
tively with environmental pollution problems which ultimately affect the health and
welfare of all the peoples of this Nation.
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FEDERAL SUPPORT FOR STATE WATER POLLUTIO~ CO~TROL PROGRAMS

States are deeply committed to ending the pollution of our Nation's waters. To
accomplish this purpose they are expanding their water pollution abatement pro-
grams and vastly increasing fiscal expenditures. In fact, States have already ad-
vanced over one and one-half billion dollars of the federal share for assisting muni-
cipalities to construct waste treatment facilities.

Only through full cooperation between federal, state and local governments with
adequate funding and support for primary state planning, enforcement and standard-
setting programs, will we succeed in cleaning our Nation's environment.

The National Governors' Conference, therefore, calls upon the Congress and the
Administration to increase authorizations under the Federal Water Pollution
Control Act and to appropriate the full amount so authorized. This should include
provisions to reimburse States which have prefinanced the federal share of municipal
plants.

STATE RESPONSIBILITY FOR RESOURCE MANAGEME,\T

The States are in a unique position of responsibility for coordinating the de-
velopment of our resources. Theirs is a prime responsibility for both planning and
the commitment necessary for the judicious utilization of all resources.

Our society can no longer afford to allow the various agencies and organizations
within the States to develop their programs without a strong commitment to the
general welfare of all.

We the Governors call upon the States to undertake the development and im-
plementation of comprehensive planning. State Governments must exert the leader-
ship required to insure the protection of our environment as we search for a balance
between environmental quality and needed economic development.

MORE EFFICIENT PROCEDURES FOR PROCESSING
ENVIRONMENTAL IMPACT STATEMENTS ARE NEEDED

We the Governors of the States recognize and endorse the concept of environ-
mental impact studies on projects using federal monies, as a necessary and effective
means to insure the preservation of environmental quality.

By law the Federal Government requires the States tc have a clearinghouse to
handle Environmental Impact Statements. We call upon the Federal Government
to adopt a clearinghouse to process the statements which interested departments
are required to examine.

Furthermore, there should be an office at the regional level which has the re-
sponsibility to handle routine impact studies as well as act as a clearinghouse to
expedite the processing of statements. If the responsibility cannot be delegated to the
regional bodies, then the Council on Environmental Quality must develop the ability
to handle Impact Studies in an expeditious manner to prevent unnecessary delay.
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Appendix XI

APPROVED POLICY STATEMENTS BASED ON
RECOMMENDATIONS OF THE COMMITTEE ON RURAL AND

URBAN DEVELOPMENT

ADOPTION OF A COMPREHENSIVE NATIONAL
COMMUNITY DEVELOPMENT POLICY

Congress and the Administration should develop a comprehensive National
Community Development Policy with the effectuating funds, agencies and programs.
The Policy should provide the means whereby federal, state and local elected officials
should participate directly in the formulation of national policies and goals and the
establishment of major strategies and programs for implementation of such policies
and goals. The formulation and implementation of such national community de-
velopment policies in coordination and consonance with state development policies
is essential to achieve the objectives of balanced growth.

A National Community Development Policy should embrace the major areas
and issues of concern for the quality of life within the United States. The most basic
components for consideration in the formulation of this policy are policies relating
to population growth and distribution and to economic development. Other com-
ponents are policies relating to allocation of natural resources, agriculture, trans-
portation, housing, human resource development, and financing and administra-
tion - all established in a manner that will support policies concerning these two
basic components.

ADOPTION OF A NATIONAL POPULATION
GROWTH AND DISTRIBUTION POLICY

There should be an adoption of a National Population Growth and Distribu-
tion Policy, developed in concert with state and local planning policies, to lessen the
congestion, and reduce pressure, on the already overburdened resources of our
cities, to offer opportunities for the free movement of all of our citizens to realize
their maximum personal potential, to match manpower and job training programs
with the needs for community development and to lessen the problems of transpor-
tation, environmental decay and social service delivery that are not being adequately
dealt with for today's population. Such a policy shall be consonant with a rural-
urban balance of needs and regional potentials.

ADOPTION OF A NEW COMMUNITIES DEVELOPMENT POLICY

To effectuate a population growth and distribution policy, there should be the
adoption of a comprehensive New Communities Development Program which would
include expanded communities, new-towns-in-towns and new towns as major com-
ponents of a national policy designed to relieve growth stresses upon existing metro-

186



politan areas and to promote growth In appropriate areas which have growth
potential.

ADOPTION OF A NATIONAL ECONOMIC DEVELOPMENT POLICY

A National Economic Development Policy should be adopted to coordinate
economic assistance measures with a national population growth and distribution
policy, thereby providing the employment concentrations and economic base that
will make such a policy workable, offering more efficient operating environments
for industry and concentrated employment centers accessible to workers in either
rural or urban areas. Such policy should provide additional incentives to private
business and look to new ways that public and private interests can be combined to
meet public needs. Congress should adopt a system of tax incentives to encourage
business and industry to locate in non-metropolitan areas.

ADOPTION OF A NATIONAL AGRICULTURAL DEVELOPMENT POLICY

There should be a National Agricultural Development Policy as an integral part
of a National Community Development Policy to assure the Nation it can feed itself
and meet its responsibilities to other people in the world. Such a policy should reflect
the importance of and a system for the preservation and maintenance of agricultural
land for future supplies and as a necessary habitat for wildlife water resources and
hunting and fishing, all of which are a necessary part of providing quality environ-
ment in consonance with a population growth and distribution policy. Further, this
policy should focus attention on improving agricultural production capabilities,
transportation, foreign market development, processing agricultural products near
the source of production and efforts aimed at developing rural America.

In addition, Congress must act on a viable farm program to assure rural
America "parity of opportunity" with the rest of the Nation.

Congress and the Administration should adopt the concept of stability and
parity of resource earnings as the long-term policy goals for modern agriculture and
then establish an appropriate vehicle such as a National Food and Fiber Board to
develop the detailed production management programs necessary to insure an ade-
quate supply of food and fiber for the future.

A new farm bill by Congress should be shaped to give rural producers an equal
opportunity to share in the Nation's prosperity and growth as all other areas. A
federal farm program should be continued by the Federal Government until the
market can maintain an adequate price for producers.

A strong farm program is recognized as a deterrent to further out-migration from
rural areas to crowded metropolitan centers, a necessary element for a growing
economy, and vital to providing reasonable food prices for consumers while assuring
a fair return for all agricultural producers.

The National Governors' Conference urges the federal government to take what-
ever steps are necessary to insure that sufficient public works funds are available
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under the Economic Development Act of 1965 so that rural areas will not receive
less in the coming years than they did in the past as a result of the "special impact"
provision of the recently passed amendments to that Act.

JOINT FEDERAL-STATE EVALUATION OF RURAL
DEVELOPMENT PROGRAMS

The new Office of Intergovernmental Relations, in cooperation with the appro-
priate federal offices and the National Governors' Conference and local government
groups, should evaluate the possibilities and mechanisms for better coordination and
delivery of federal and State programs in rural areas. The joint evaluation should
examine and make recommendations for action on the following issues:

a. Avenues of cooperation between existing HEW, Agriculture, Commerce and
HUD programs and state community development programs.

b. Restructuring of federal field operations to support and complement emerg-
ing State and local efforts for comprehensive rural development. As federal depart-
ments decentralize, they should utilize to the fullest extent possible the personnel,
administrative and technical services of state and local government rather than
building up federal field staff to handle delegated authorities for decision-making
accompanying the federal field office reorganization.

c. Recognition of state designated multi-county planning and development dis-
tricts, primarily composed of local officials, as the primary delivery system for most
state and federal programs in rural areas.

d. Recognition and support of several States as pilot projects for the purpose
of coordinating federal and state programs into a package of rural development
services.

ADOPTION OF A NATIO"iAL LAND DEVELOPMENT POLICY

There should be an adoption of a National Land Development Policy providing
guidance as to what lands are appropriate for urban development, agricultural pro-
duction, conservation and open space and recreation. Such national policies must
be related to the allocation and conservation of water, air, minerals and other na-
tural resources and be an integral part of a National Community Development
Policy.

ADOPTION OF A NATIONAL HOUSING POLICY

There should be an adoption of a National Housing Policy to coordinate
housing investment and construction programs with a National Community De-
velopment Policy to carry out social objectives of making a place for all social and
economic groups, to take advantage of the environmental and efficiency advantages
of such a policy, to provide needed governmental aids for supporting housing con-
struction and marketing, with special support programs to assist those who cannot
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secure decent housing through normal channels, to make maximum use of new
technologies, and to stimulate additional investment by private industry and home
property owners, thus adding to the overall housing supply, and to insure the
availability of sufficient long-term mortgage financing. Such a policy should sup-
port positive efforts at the national, state and local levels to remove all racial dis-
crimination practices which may impede the construction, sale or rental of housing.
The problem of the availability of subsidized housing for low- and moderate-income
families must be attacked on a housing market area basis.

EXPANDING THE HOUSING MARKET

All levels of government, in cooperation with private industry, should take
action to expand the market for housing production. Special attention should be
given to new methods of production, technological innovation, and marketing insti-
tutions in the private sectors and to simplified and flexible state housing codes,
increased subsidies for low-income housing, land aggregation and tenant relation
programs in the public sector. States should assist in the aggregation of public and
private land for housing purposes.

CONSOLIDATION AND COORDINATION OF FEDERAL
HOUSING PROGRAMS

The Administration and Congress should undertake the immediate streamlining
and coordination of federal housing programs: (I) provide for full cooperation with
emerging State housing instruments; (2) phase out, merge, and consolidate the
numerous federal low- and moderate-income housing programs and provide incen-
tives and illustrations for program packaging and mixing; (3) substitute State
certification of federal program requirements with only a post audit by HUD; and
(4) provide federal operating subsidies, as are now provided to federal housing
projects, to State public housing projects.

SUFFICIENT FUNDING OF THE HOUSING AND
URBAN DEVELOPMENT ACT

Congress should provide sufficient funding for the Housing and Urban Develop-
ment Act, especially for Section 236 Interest Reduction, Section 235 Home Owner-
ship, Rent Supplement, Public Housing Programs. and Urban Renewal.

COMMUNITY DEVELOPMENT GRANTS

The Congress and the Administration should adopt a program of Community
Development Grants for all communities in need of assistance whether located inside
or outside metropolitan areas. These grants should be:

I. Allocated to iarge metropolitan cities and counties by means of a statutory
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formula, and funded according to statewide comprehensive plans;
2. Allocated to smaller cities and counties by state administrative discretion

based on local need;
3. Free of local matching requirements;
4. Allocated to cities and counties so as to assure that no jurisdiction receives

less bloc grant funds than it has been receiving for the same purpose in previous
years; and

5. Statutorily free of requirements for the submission of detailed plans except
for a post-audit review;

6. Entrusted to elected officials of general purpose governmental units.
Cities and counties should be able to use Community Development Grant funds

to carry out any of the activities now authorized under:
I. Title I of the Housing Act of 1949 - urban renewal, rehabilitation loans

and grants, demolition, code enforcement and interim assistance;
2. Title I of the Demonstration Cities and Metropolitan Act of 1966 - model

cities supplemental grants;
3. Title VII of the Housing Act of 1965 - water and sewer, neighborhood

facilities, and advance acquisition of land; and
4. Title VII of the Housing Act of 1961 -- open space, urban beautification

and historic preservation.
The funding level for Community Development Grants should be guaranteed to

the cities for at least a three-year period in advance of appropriations. Cities located
outside metropolitan areas should be reserved a percentage of the total appropriated
for Community Development Grants in the same proportion as they currently
receive for the programs to be consolidated.

States should be eligible to receive Community Development Grants if:
I. A state agency directly responsible to the Governor exists which is legally

empowered by the state legislature to undertake the activities authorized under the
programs to be consolidated; or

2. The Governor develops an acceptable plan for providing community develop-
ment assistance to cities and counties outside metropolitan areas which would other-
wise be eligible to receive Community Development Grants from the Federal
Government.

REHABILITATIO)\; OPPORTU)\;ITIES

Congress and the Administration should establish as part of a comprehensive
Community Development Grant program a program to make better use of the exist-
ing housing stock. Such a program should:

I. Include a home counseling service for prospective homeowners and home
improvers;

2. Authorize below-market rehabilitation loans for families living in designated
"improvement districts;"

3. Authorize a Presidential Commission to study the impact present federal,
state, and local taxes have on housing maintenance;
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4. Encourage States to develop their own housing redevelopment programs; and
5. Provide grants to States and cities for rehabilitation purposes.

HOUSING MANAGEMENT

The federal and state governments are currently building public housing units
at the rate of approximately 500,000 units per year. The training of professional
housing managers for these units has not kept pace with the rate of construction.
Additional emphasis should be placed on encouraging the development of housing
management training programs. States should make available the facilities and
expertise of state universities, departments of community affairs and housing finance
agencies to assist in this effort.

UNIFORM FEDERAL RELOCATION AND
LAND ACQUISITION POLICIES

The Uniform Relocation Policy and Real Property Acquisition Act of 1970
(P.L. 91-646) should be amended so as to delete all cut-off dates for the federal
funding of the first $25,000 of relocation expenses.

POLICY FORMULATION MECHANISMS

In order that formulation of a meaningful National Community Development
Policy may be undertaken, the procedures of the Domestic Council should provide
formal means for bringing the President, the Governors and local elected chief
executives together on a regular basis to secure an exchange of views and information
on National Domestic Policy and priorities. Further, the Council should give due
consideration to the inclusion of the Governors and chief local elected officials in the
regular meetings of the Council.

Representation of State and local interests among the staff must be assured.
The President will transmit to Congress his annual report and such supple-

mentary reports as he deems necessary to advise as to progress in formulating a
National Community Development Policy and suggested implementing actions.

In addition, ajoint congressional committee on National Community Develop-
ment Policy should be instituted. It shall make a continuing study of the annual
report on National Community Development and its supplements, and study ways
of coordinating programs in order to further the National Policy. The legislation
shall require the committee to file a report annually containing the committee's
findings and recommendations. The committee may make such other reports from
the time as it deems advisable. To maximize citizen participation, the committee is
encouraged to hold extensive hearings.
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Appendix XII

APPROVED POLICY STATEMENTS BASED ON
RECOMMENDA nONS OF THE COMMITTEE ON

TRANSPORTATION, COMMERCE, AND TECHNOLOGY

THE STATE ROLE IN BALANCED TRANSPORTATION PLANNING
AND DEVELOPMENT

The Governors of the States pledge their continued action to deal with the
expanding and changing transportation needs in the decade of the Seventies.

I. We commend the U.S. Department of Transportation for relying on the
States in the development of the National Transportation Needs Study.
We urge the Federal Government to continue this cooperation by consult-
ing fully with the States in development of a National Transportation Policy.
We recommend full use of data contained in the Needs Study as a basis for
setting continuing priorities in the National Transportation Policy.

2. We express appreciation to the Department of Transportation for its gen-
erally excellent communication with States. We urge that any consolidation
of federal departments which would place the DOT in a larger agency
should preserve the working integrity of existing federal transportation
activities. We endorse the view that the transportation system is a primary
factor in the development of our social, economic, and environmental con-
ditions. For this reason, we support the concept that federal transportation
programs be fully coordinated with these other concerns. However, we
believe the existing functional agencies within the DOT should remain in
one department.

3. We call upon all States to develop administrative and legal structures equal
to the challenge of balanced, integrated transportation systems required by
the citizens of our States. Many States responding to the need for a central
agency have created departments of transportation to coordinate all modal
programs.

4. We endorse in principle the program of transportation revenue sharing
proposed by the national administration. Specifically, we believe the fol-
lowing provisions are vital: that each State is guaranteed its share of funds
from each trust fund will not be reduced, either by a diminished allocation
to any State or by an automatic pass-through to local government which is
greater than the existing amount now passed through by the State; that the
federal government not be permitted to withhold trust funds or divert them
from transportation purposes; that each trust fund which is part of trans-
portation revenue sharing continue to be identified; that the interstate high-
way fund be made a part of transportation revenue sharing upon comple-
tion of the interstate system.

5. The Governor, as elected chief executive, is best able to determine the trans-
portation needs and priorities of his State. Under revenue sharing or any
other program which permits flexibility in expending federal transportation
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revenue, the Governor is the key decision-maker. He should have the ability
to transfer funds among various programs to meet his own State's priority
transportation needs. Therefore, in addition to transportation revenue shar-
ing, we call for the creation of a single unified Transportation Trust Fund
incorporating existing transportation revenues earmarked for use within a
specific mode of transportation or by beginning a phased program of per-
centage transfers from the highway and aviation trust funds and other funds
made available for transportation into the proposed unified National Trans-
portation Trust Fund. Also, with the Governor being best able to determine
the transportation needs and priorities of his State, the distribution of the
National Transportation Trust Fund should be allocated through the
Governor.

TRANSPORTATION AND THE ENVIRONMENT

The Governors pledge full cooperation in providing environmental impact
statements on transportation construction. We also endorse the A-95 program which
permits Governors to comment on the effect of any proposed public construction so
duplication and waste, as well as environmental damage, may be minimized.

The Governors pledge a continued fight against the pollution of our environ-
ment by the wastes and by-products of our growing transportation system.

The Governors believe the following problems should be the subject of a sus-
tained anti-pollution effort by the States and the Federal Government:

1. Air pollution caused by gasoline powered automobiles, diesel trucks, loco-
motives and ships, and aircraft fueled with kerosene and gasoline;

2. Water pollution caused by the spillage from vessels of untreated sewage,
oil from machinery and bilges, and crude petroleum spills from tankers;

3. Land pollution caused by sewage discharge from railroad trains, by aban-
doned automobiles, by litter, and the scarring of landscape from removal of
coal and other fuel sources;

4. Noise pollution and nuisance caused by aircraft, autos, trucks, railroad
trains, and ships, and by heavy construction associated with transportation.
Particular emphasis should be given to abating jet aircraft noise.

Perhaps in no other aspect of transportation is there a greater need for States
to be free from restrictive federal preemption. The Governors call upon the Federal
Government to provide effective minimum standards to protect the basic health and
safety of every citizen, while leaving State Governments free to deal with the prob-
lems that have reached extraordinary severity, or to respond to citizen demands for
a higher level of environmental quality than that which would be supported nation-
wide.

The Governors also recognize that federal, state and local governments have
often been leading causes of pollution in forms such as sewage discharges, strip
mines for aggregates, and inadequate exhaust controls on government vehicles. We
pledge to reverse this situation so State Government may set an example in the area
of pollution control.
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The Governors pledge a sustained effort to develop a combination of laws and
programs which will punish pollutors of the environment, while providing incentives
where necessary to those whose efforts can combat environmental decline. The
Governors call upon the federal government to join with the States in a vast research
effort to measure pollution and to apply innovative technology in discovering new
sources of energy and new techniques of reducing and disposing of wastes prod ueed
by our transportation system.

The Governors pledge increased emphasis in the design of highways and other
transportation systems so that these facilities complement rather than conflict with
the total environment in both its natural and man-made aspects. Further, programs
for the preservation and development of historic and scenic vistas along transporta-
tion corridors should be encouraged by the reward of additional federal financial
assistance for increased state and local action, rather than by the present threat
contained in the Highway Beautification Act, of a ten percent penalty in highway
funds. We oppose any federal penalties where Congress has failed to appropriate
funds which have been authorized to aid States in carrying out these programs.

HIGHWAYS

The National Governors' Conference supports continued development of a na-
tional, state and local network of highways, streets and roads which are well planned,
coordinated, and safe. Highways will continue to be the principal mode in America's
transportation system.

The Governors urge the following action as part of the partnership between
state and federal governments in highway construction:

I. Funds from the Highway Trust Fund should not be suspended or withheld;
and we hereby endorse actions of the Executive Committee in seeking
court action to challenge the authority of the Executive Branch of the
federal government to withhold distribution of Highway Trust Funds.

2. Apportionments from the Highway Trust Fund should be made as soon as
possible after the I st of july for the following fiscal year to enable the
States to adequately implement their highway construction program.

3. The revolving fund within the Highway Trust Fund, set aside for the
advance purchase of right-of-way, should be made available as soon as
possible, and continued as a measure of economy and planning.

4. Federal fuel taxes should not be increased to the detriment of the States'
ability to use the fuel tax as a source of revenue for the construction and
maintenance of the highway system.

5. Primary authority for coordination, planning and flexible distribution of
trust funds within the States should continue to be at the state government
level.

6. An unbiased study should be made to determine the sufficiency of the
planned 42,500 mile Interstate System in fulfilling the intent of the system
as described in the 1956 act and developed since that time.

7. After completion of the present Interstate System, the Highway Trust Fund
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should be continued as part of the flexible fund described above. The
basic purpose of the Highway Trust Fund in the post-Interstate period
should be to strengthen the primary and secondary system, as well as
urban systems. Completion of the Interstate System links the nation
together as never before, thereby encouraging additional travel which has
placed a heavy burden on those portions of the urban primary and second-
arv streets and road systems that are outdated and inadequate.

8. We endorse the concept of developing a system of scenic highways to allow
access to national and state parks and improved recreation areas.

9. We recommend that further study be given for methods by which States
can implement the provisions of the Relocation Assistance Program con-
tained in the Federal Highway Act of 1968. Intergovernmental coopera-
tion is needed to overcome the many legal and administrative problems
created by this program.

10. Transportation systems have a major role in implementing economic de-
velopment and growth policies. Economic growth center highways can
help reverse the depopulation of rural America and the overburdening of
megalopolis, and we commend the Federal Government for its new pro-
gram to construct such highways. However, the appropriation is totally
inadequate and will be spent with little impact if limited funds are divided
among all States. Instead, we urge these funds be spent on a small number
of carefully selected demonstration projects.

HIGHWAY AND MOTOR VEHICLE SAFETY

The National Governors' Conference views with alarm the tragic number of
preventable highway and traffic crashes and casualties. We urge the following
action to strengthen the intergovernmental effort to make our streets and highways
safe.

I. Congress, with the passage of the Highway Safety Act of 1966 and its amend-
ments, has called for a comprehensive and coordinated attack upon the
problem of highway safety. While Congress has mandated comprehensive
action, sufficient funds have not been provided to meet the requirements of
the Act. Action should be taken to bring the authorization and appropria-
tions up to a level to meet the mandates of the Act, unless highway safety
activities can be funded from transportation revenue sharing or another
flexible source.

2. We commend the National Highway Traffic Safety Administration for its
efforts in moving toward a programmed approach for highway safety funds
by adopting flexibility in administering the Highway Safety Program. We
recommend that Congress amend the Highway Safety Act to allow for a
true bloc grant approach.

3. The present ten percent penalty clause in the Highway Safety Act should be
replaced by a more positive incentive program to reward States with pro-
gressive highway safety programs.
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4. In view of the preemption provision of the National Motor Vehicle and
Traffic Safety Act of 1966 and in view of recent conflicts that have occurred
in the setting of minimum vehicle equipment safety standards between
the States and the National Highway Traffic Safety Administration, we
strongly suggest more positive attempts by the NHTSA to involve the States
in the setting of these standards. Such action would fulfill the original
intent of the Congress that national as opposed to federal standards for
vehicle safety equipment be established and conflicts between NHTSA and
the States be avoided. This can be accomplished through the Vehicle Equip-
ment Safety Commission, consisting of 44 States and charged with the re-
sponsibility of establishing vehicie equipment safety standards, and through
regional conferences between officials of the NHTSA and the States.

5. We commend the President for seeking the advice and consent of the
Governors when selecting representation from individual States for his Na-
tional Highway Safety Advisory Committee and recommend this procedure
be continued.

6. There should be greater coordination of research conducted by the National
Highway Safety Administration, the States and private industry. The
National Highway Safety Administration should act as a clearinghouse
and information source for such an exchange of information and should
provide this information to the States. The Administration should consult
the States when determining minimum standards for vehicle equipment, and
should design standards which are sufficiently flexible to permit States to
impose additional requirements where conditions warrant.

7. We recognize that over fifty percent of the highway fatalities are alcohol
related and commend the National Traffic Safety Administration for its
efforts in developing new alcohol countermeasures and recommend the
early implementation of these countermeasures, including use of the implied
consent law.

8. Congress and the National Highway Traffic Safety Administration should
evaluate the effectiveness of the current highway safety standards and deter-
mine if these standards should be modified, eliminated, or if new standards
should be promulgated.

AERONAUTICS

The Governors express concern over the increasing load placed on our airport!
airways system. We commend Congress for enacting a major new program of finan-
cial assistance for airport development and we support the requirement contained in
that program that each State develop an airport system plan. The concept of a
state-wide plan does not preclude local and regional plans, but considers these as
integrated parts of the state plan. The National Airport Systems plan must reflect
essential elements of component state plans.

The Airport/ Airways Development Act of 1970, by imposing new or increased
taxes and user charges, particularly taxes on fuel, has preempted the collection of
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appropriate taxes and fees to support the State share of cost for airport development
and improvement. Because of this, we urge Congress to increase federal aid to state
and local sponsors for airport development, either through revenue sharing or bloc
grants.

All States should join the 27 States which have adopted the "Uniform State
Channeling of Federal Airport Funds Act", drafted by the FAA in cooperation with
the Council of State Governments. We urge all States to broaden their financial and
technical assistance in airport development thus strengthening their aeronautics
function. We ask Congress to recognize the state role in the development of our
aviation system and reflect this within the Airport/ Airways Act.

The Governors are concerned by the inadequate pace of federal regulation to
reduce aircraft noise. In some localized areas this noise level is so high that the
States may be forced to act in protection of the health and welfare of their citizens.
Unless decisive federal action is taken to reduce noise, state action may include a
limitation on airport activity to the point where a tolerable noise level is achieved.
Additionally, all States are urged to make every effort to encourage local communi-
ties to zone the land around airports to achieve land use compatible with noise.
Further, the FAA should expand the aircraft noise certification program to include
all aircraft. The FAA also should work directly with airport authorities on noise
abatement.

The Governors endorse a policy of joint use of military airport facilities by civil
aviation where feasible. This policy must be implemented at the highest federal level.
We also call upon the federal government to join States in recognizing airports as a
vital asset which must be protected from incompatible encroachment in urban areas.
In some cases, the "land bank" concept must be used to preserve future sites. And
privately-owned, public-use airports should be eligible on the same basis as publicly-
owned facilities for federal assistance grants.

Many smaller communities are dependent on one carrier for commercial airline
service. When that carrier is affected by a strike or other limitation, these communi-
ties can be left without vital service. Therefore, we urge the Civil Aeronautics Board
to obtain greater assurance of continued service by the single carrier before granting
route authority.

There is need to set priorities and expend each of our aviation dollars in such a
way that is most responsive to the total social demand. When establishing these
priorities, every consideration must be given to equipping our nation's busiest air-
ports, including the 530+ having air carrier service with the proper safety facilities,
control towers, crash and rescue equipment, ILS glide scope, etc., to best insure the
safety of the nation's air traveler.

URBAN PUBLIC TRANSPORTATION

States are employing broad and varied tools to aid public transportation sys-
tems. Every State has exercised its authority to form areawide public transit dis-
tricts, and to grant them taxing authority and bonding powers. Several States are
now providing direct capital grants for the construction of mass transit facilities.
States are involved in providing operating subsidies, and States have used their
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powers of taxation and tax exemption to stimulate the development of transit
service.

State action is a must because of the nature of mass transit problems. The
State has the responsibility to give each urban region the assistance it requires, but
also a responsibility to coordinate among the individual units in that region. The
State can usually help resolve conflicts between city and suburban political subdivi-
sions.

The development of adequate, modern systems of urban mass transit is essential
to the continued life of the urban areas within our States. To accomplish this pur-
pose, the National Governors' Conference urges the following action:

1. Adequate funding of the Urban Mass Transportation Act of 1970 to meet
the needs of both the large urban areas requiring subway or rail transit
systems, and the growing urban areas requiring bus transportation facilities.

2. We endorse the provisions made for urban public transportation as part of
revenue sharing. However, it is recognized that the proposed transportation
revenue sharing plan is not a substitute for a more adequately funded federal
program for urban public transportation.

3. The federal assistance program should provide for channeling of transporta-
tion assistance funds through an appropriate state agency. The applicant
for assistance under the Act should first receive State approval certifying his
proposed project as part of or consistent with a statewide or regional com-
prehensive transportation plan.

4. The Governor or his designee should have authority to set priorities for the
funding of public transportation projects within the State, and these priori-
ties should be honored by the Federal Department of Transportation.

5. The Congress should act to exempt public and private transit systems from
the federal gasoline tax, thereby providing these systems with a form of badly
needed financial relief that has already been provided at the state level in
several cases.

RAILROADS

The National Governors' Conference is concerned about the decline of the rail-
roads as a major element in the American transportation system. The railroads are
essential to the movement of persons and the vital flow of goods.

1. We are concerned with reduced rail passenger service. We urge a reassess-
ment of basic passenger needs and adequate federal funding to meet these
needs. In addition, there should be a more significant role for the States in
the determination of necessary services and facilities for a balanced rail
transportation system. We strongly urge the federal Congress to review
possible expansions of the Amtrak route system at an early date, before
1973 as provided in present law, and we further urge Congress to provide
adequate procedures and administrative mechanisms for independent
review of Amtrak decisions as they affect the various States.

2. To support federal legislation creating a federal-state partnership in regulat-
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ing the safety of our railroad system. We urge legislation providing for state
regulation of all stationary railroad facilities including roadbeds, grade
crossings, and station installation, and for federal financial assistance in
this intergovernmental effort.

3. The Congress should conduct a complete investigation of present federal
laws, regulations and policies now governing the railroad industry to deter-
mine what unnecessary regulatory and labor burdens and impediments are
placed upon the industry, inhibiting its adequate maintenance and develop-
ment. This study should include an examination of the role and policies of
the Interstate Commerce Commission and the Department of Transporta-
tion, and it should study methods for maintaining inter-city service.

4. State and local governments should completely review their laws and regula-
tions affecting taxation of railroad property and imposition of unneeded
manpower requirements. A careful study should be made of the cost burden
paid by railroads for construction and maintenance of grade separations and
crossings to determine an equitable method of sharing the costs between
the beneficiaries.

WATERWAYS

The National Governors' Conference supports the establishment of national,
uniform standards for safety in the manufacture and maintenance of boats. We
support continued State licensing and regulation of boat operators and operations.

We recognize the growing need for ferry boat and water surface transportation
systems where these are the least expensive and most practical way of extending
transportation connections. We call upon the Federal Department of Transportation
to create a Marine Highway System which will aid those parts of the nation in need
of water transportation development.

COMMUNICATIONS

The National Governors' Conference recommends to the Congress and to the
Federal Communications Commission the full re-examination of the present alloca-
tion of the frequency spectrum.

Special attention should be given to the increasing need to allocate radio fre-
quencies for emergency and public services. A special frequency, common through-
out the nation, should be established for emergency medical services to facilitate
communications between ambulances and hospitals.

COMMERCE

The National Governors' Conference endorses development of a commercial
freight rate structure which is non-discriminatory and does not promote inefficiency
and we urge Congress to undertake a study to this end. Regulation is vital where
only one operator serves an area, or where only one mode is available. However,
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where greater competition exists, close study should be made of the "zone of rea-
sonableness" method as contrasted with detailed rate setting.

INSURANCE
States have historically had the basic responsibility for regulating the insurance

industry. In response to an increasingly felt need, some forty-seven States have
enacted auto insurance insolvency fund guarantee laws, providing consumer protec-
tion with no loss of state regulatory powers. State response to this problem has again
demonstrated insurance regulation need not pass to the federal level.

A subject of growing interest is the establishment of a "no fault" system of
automobile insurance. Again, some have argued a uniform national system must be
imposed from the federal level. However, we believe if "no fault" is to be adopted,
that individual state action and interstate cooperation could produce a "no fault"
system which is uniform enough to meet the needs of interstate vehicle accidents
and flexible enough to suit the conditions in each State.

States have many automobile accident insurance systems available for study.
We urge each State to make an early examination of options available and to
achieve maximum interstate coordination in any actions they may take. We note the
extensive research and drafting done by the National Conference of Uniform State
Law Commissioners and by the Council of State Governments and urge each State
to consider this model legislation.

TECHNOLOGY
As the leading technological Nation, the United States generates tremendous new

discoveries in many fields including medicine, communication, transportation, and
data processing. Federal investment in programs such as space exploration and the
supersonic transport involve large sums. Because of this public investment, tech-
nical discoveries should become available for maximum public benefit.

The federal government is the major supporter of programs which generate new
technologies. There should be a program at the federal level to identify and docu-
ment the opportunities and problems created by these developments. A vital part
of this information system is channels of direct communication between those creat-
ing new technology and those seeking to adapt and apply it to public purposes.

To fully complement a federal technology information system, States must act
either independently or through regional organizations. Using technically com-
petent people, they must identify and describe problems of importance which could
be favorably affected by application of technology.

Data processing has received the greatest attention to date of any new tech-
nology applied to government. A good program requires trained personnel employ-
ing specialized equipment within a fully analyzed system. Governments are hampered
by the concentration of technicians in industry, by attempts to use non-specialized
equipment for specific tasks, and by a tendency to make poor systems move faster
instead of establishing superior systems.
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There is a need for cooperation among federal, state and local governments to
produce the large market required by certain types of technology. Orders from many
jurisdictions will reduce unit costs in each, and will make possible the manufacture
of highly specialized equipment.

Appendix XIII

RESOLUTION OF APPRECIATION

The National Governors' Conference expresses its deep gratitude to Governor
Luis A. Ferre, Mr. Rafael Carrion, Jr., and members of the Puerto Rico Host Com-
mittee, and Mr. Louis deThomas for their efforts in making this 63rd Annual Meet-
ing, from September 12 to September 15, 1971, in San Juan, Puerto Rico, an unfor-
gettable experience.

We are especially indebted to the Vice President of the United States for taking
time from his busy schedule to meet with the Executive Committee, to brief the
Governors in informal session. and to address the entire assemblage.

To the special guests from Puerto Rico, from the United States, and from Latin
America, the Conference offers its sincere thanks for their outstanding contributions.
To all those who participated in the program sessions, the Conference expresses
special gratitude. And to all others who helped plan and who carried out the official
and social activities. the Conference extends its thanks for the cooperation as well as
the special "simpatico" attitude exhibited by the people of Puerto Rico in making
this Annual Meeting so productive. We also recognize the special pressures placed
on law enforcement officials in Puerto Rico and on the National Guard during recent
days, and thank them for the highly professional manner in which they carried out
their duties.

The National Governors' Conference also thanks Governor Warren E. Hearnes
for his great leadership and for the tremendous job he performed as Chairman this
past year.

We express appreciation to the staff of the National Governors' Conference for
their fine service during the past year and for the efficient and orderly manner in
which this Conference has been handled.

Puerto Rican hospitality for the Governors, their families and their staffs
demonstrated, for the whole world to see, that Puerto Ricans are an integral part of
the United States and intimately involved in the mainstream of the United States.

Special appreciation also goes to the news media for the extensive coverage of
our deliberations. Their professional attitude to inform the public of the United
States, Puerto Rico, and the Western Hemisphere confirms once again their serious
interest in the discussions of this Conference.
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