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CHAIRMAN HEARNES Ladles and gentlemen, The
Vice Presildent of the United States.

{Applause)

CHAIRMAN HEARNES: Mr, Vice President, wmy fellow
Governors, it 1ls my pleasure as Chalrman of the National
Governors' Conference to call the nmeeting to order and to
welcome all of the governors and oi'ficlsl parties, repre-
sentatives of the ncouws media, our special guests and those who
are here to observe the proceedings.

Our meetlng began this morning. Each of our sixteen
committees met before noon and then nad lunch and worklng
sesslions,

Now, that we have finished the commerclal, we have
jugt completed a very fine ZIxecutlve Sesslon with the
President of the United States. And, as we get thls session
underway, I am réminded that I should report to you a decision
made by the Executlve Committee thls morning.

Since this wmeeting was designed primarlly to imple-
ment existing polilcy of the Natilonal Governors' Conference,
since we are quite limited in ovr tilme for dellbverations, the
Executive Committee has directed that your Chalirman rot
entertain any motions for a suspension of our Articles of

Organization, for the purpose of consildering resolutions or



policy statements.
I trust that all of you will appreclate the nead
to observe this special request o the Executive Commnittec.
Since this is the {irst general session of 3nis
Winter Meeting, we have not had the opportunity to acknowledge
‘famlliar faces around this conference table,
I deem it an honor and privilege to ilntroduce each
of the hew governors and ask that fthey stand and be recogniged.
First, The Honorable Milton J. Shapp, Goverior
of Pénhsylvania.
(Applause)
The Honorable J. Carter, Ifrom the State of Georgia.
{Applause)
The Honorable Thomas J. Mesgitill, QGovernor of
Connecticut.
{(Applause)
The Honorable John C. YWest, Governor of South
Carolina.
(Applause)
The Honorable Winfield Dunn, Governor of Tennessee.
{Applause)
The Honorable John J. Gilligan, Governor of
Ohio.

(Applause)
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The Honorable David Hall, Governor of Oklahoma.

{Applause)

The Honorable Bruce King, Covernor of New Mexico.

(Applause)

Thank you, gentlemen, and a hearty welcome as
Members of the National Governovs'! Conference. We encourasze
you to participate fully in its actlvities.

Just a few words about the Natlanal Governors!
Conference.

Its members, obviously, are the governors of the
fifty States, and Gthe four additional wombers, the Governor
of Ameﬁican Samoa, Guam, United States Virgin Islands and
the Commonwealth of Puerto Rico.

The Conference 1is governed by a nine-member
Executive Commlittee and the chalrmanshlip alternates annually
between the two mailn political parties.

The Conference has a very effective full-time
staff'. Secretary-Treasurer Brevard Crihfleld is located in
lexington, Kentucky, where he functlions in the additional
capaclty as Executive Director for the Council of State
Governors,

The National QJovernors'! Conference, Washington

operations are conducted by Charles Byrley, who has a number



of special assistants who work Tull-Uine with Federal agencies
and on Capitol Hill,

~Each of you should know that we have a staff, an
expert in almost{ every area of governmental ccncérn; fer
example, ln areas of speciallzation, which include health,
educatlon, welfare, tax and fiscal policy, environmental
management, community development, housing, transportation.
manpower, labor and criminal justice.

It is our objective to fully acquaint you with our
staff services over tne next few weeks., You are already
recelving some invaluable publicationss such as the
Weekly Governors' Bulletin, and specilal communications of new
issues as they come up.

In brief, the resources of the Natlonal Governors'
Conference belong to you.

Your Executive Committee Joins me in urging each of
you to take full advantage of our staif capablllity and
services., We have made some significant progress over the
past few years. A4nd, with the continulng support of all
governors, I belleve that the National Governora' Conference
will continue to influence the policy directions of a
revitalized federation,

Now, before we turn to today's program, which, as
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REMARKS BY THE VICE PRESIDENT OF THE UNITED

STATHES

THE VICE PRESIDENT: Thank you very much, Governor
Hearnes. I can tell you that it is a great pleasure for me
to have this opportunity to talk wigh and participate in a
discusslon that involves so many oflmy former colleagues dur-
ing the period I was Governor of Maryland and also tou sce
sﬁch a vibrant, allve, interested and energetic group or
new governors as you have lntroduced here this morning.

let me flrst say that irrespectilve of rumors that
have been circulating thils morning, both in sessions wich the
Congress and in informal chats among the governors, I did not
come heré this alfternoon to boast of my athletlc prowess,
recently Gemonstrated on the golf course.

(Laughter)

As a matter of fact, though, I do want to defend
myself against some consldecrable abuse that has becn taking
place in‘énide remarks of some ol my former golf pariners
of th1§ Congress and governors; pecause I want to point out
that ABC has offered me 2 spot on the National Sports Show,
"Demolition Derby".

(Laughter)

A1l of you who watched the State of the Unilon

address this year know that the Presidenty called for



2 new American revolutlion. That doesn’'t bother me too much,
but I sure wish he'd stop introducing me as Vice President
Adams.

(Laughter)

But, seriously, my purpose today is not to talk about
revenue sharing or EZxecutive reorganization, but to introduce
two distinguished John's who ave fully capable of dolng Just
- that -~ John Connally, a former colleague f many of us
here had the pleasure of serving with, and; of course, John
Ehrlichman, who was head oi tne Domestic Council,

I just waunt to say one or two things prefatory to
the presentations by Secrevary Connally and Mr. Ehelichman,

We have talked for years in thils Conference, and
out of 1t, about some way to redistrlbute revenue resources,
some way to overcome the lmbalance that clearly exists
between the Federal Government, on the one hand, and State
and local governments on the other.

Both parties, to my recollection, endorsd this
concept of revenue sharing in the 1968 Convention.

Above all, the Advisory Commission on Inter-
Governmental Relatlons, the various State and local
conferences of governors, mayors, and.county,officials

have been working for years on scme way to obtain a reasonable
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distributlon of revenue resources.

The Advisory Commission has put out a very definitive
work, which I highly commend to all of the new governors here,
explaining in some detail what the varigus handicaps and
benefits are of the various plans that have been discussed
from time to time.

Needless to say that the plan that has been developed
by the Administration ls not a plan that the Administration
concelved., It 1s a plan that was conceilved in numerous work
seasions over the past decade in strictly a bl-partisan
way. A4ll the Administration did was to take the voluminous
and very academic and worthy works and to consolidate,
eliminate and generally collate them to fhe point we came up
with what we thought was the best possible program.

There 1s no doubt that there is a terrible crunch
on the State and local government today. There is no doubt
that the crunch continues to become more and more acute.

And there 1s no doubt that the peopnle of the United States
who have to pay a great share of the State and local taxes,
principally property sales and miscellaneous use and some
income taxes, would like to see some kind of revitalization
of the revenue resources, allocated process. Seventy-sgeven
percent of them said that was-true in a recent gallop poll,

Now, yes, there are alternatives that have been’
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proposed by opponents of the Administratlon's revenue sharing

plan.
I just want to polnt out one thing, and I don't want
to sound negative -~- there are other ways of doing this.

There are tax credits. There arce additions to existing
Pederal programs that will relicve the States cf some share
of thelr burden. But they don't go to the principal idea
of reform. And they really amount to more of the same. In
fact, they lack one key word =-- flexibility for the chilef
executive 6f the State or local government.

I hope that you will looit at these suggestions in
a totally impartial and bipartisan light, because they are
not the product of Republiéan thinking alone. They are
the products of governmental thinking.

Don't forget, when you conslder the alternatives,
that are not fully flushed oué, but are presented simply as
sometGimes a way to move us away from the actlve consideration
of the specifics that have been spelled out In the Pregident's
general revenue sharing program.

Don't forget, for example, some of the people who
offer these alternatives are the same people who not too many
years ago -- two or three years ago ~- were suggesting that
the tax-exempt status of State and local bonds be removed,

hardly the way to help State and local governments out of the
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crises that they face.

I don't say that this was done in any way to
harm State and local governments, but it makes one suspicilous
of the expertise from a governor’s or mayor's standpoint of
those who are suggesting some of these alternatives.

We think we have a good program. I have served at
all three levels of the goverament. I have looked at this
program very critically. I don't think it is perfect. I
think probably there will be some suggestlons that we can’t
even visualize at the moment that will ilmprove it. But I am
certain that this program is one that we can g2t behind that
will deliver a solution to the fiscal crisls of the State and
local governments promptiy. Flexibility is the key; action is
the by-word.

.With that as a preface, it gives me a tremendous
amount of personal pleasure to present at a Governors'
Conference a gentleman whom I have had the pleasure of
listening to at many Governors' Conferences; a man‘who has
served as the GQovernor of the great State of T@xas, and is
presently serving as Secretary of the Treasury of the Unlted
States, The Honorable John Connally,

(Applause).
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STATEMENT BY THE HONORABLE JOHN CONNALLY

SECRETARY OF THE TREASURY

SECRETARY COKNALLY: WMr, Vice President, I am
extremely grateful to you for your kind introductilon.

Chairman Hearnes, I must say that I am grateful for
the opportunity oi being with you today, and particularly for
the privilege it aflfovds to venew, now cver briefly, an
acqualntanceship and old {riendships with so wmany govertors who
gstlll siv around this table.

I think in all Tgivness I yould be much more
flattered 1f T coulén't remamber the thoughts that went through
my mind all too frecuentiv wnen I sat at these CGovernors'
Conferences and saw a fellow get up to gpeak, wondering
primarily not about what he was golng %o speak, but how long
he was going to speak. I know that's what 1s going through
your minds right now.

So, with that in mind, I will {ry to keep my remarks
as brief as possible and to yet try %o cover the subject
that 1s both complex, diflicult and extremely important.

That is reorganlzation. The reorganlzation proposal that the
President has made to Congress and to the country.

I think 1t 1s only falr to start back in the

spring of 1903 to put this reorganizaticn plan which he

proposed in proper nerspective.



At that time he asled six pecupnle to serve or the
President’'s Advisory Council on Ixecutive leorganization. To

[

chailr that group, Mo, Hoy Asn., Vresident of Litton Irdustries.

Serving on that groun, Mr. Frcd ﬁ;ppel Tormer Chiei
Executive of American Telephone & Telegraph;
Baker, the former Jeain oi the CGraduvate Schiool of Businens

at Harvard; lir. Richard ?aget of" Cresip, MeCormick and

Paget, one of the outstanding wanagement irms lo Amevica.
Also in the group was lr, VWalter Thayer, dlstinguished

New York lawyer, who later was publlsher of the New York
Herald Tribune and mysell.

We formed the FPresldent's Advisory Council. We
assured we were glven a broad chavter Lo look ay reorganiza-
tion of the Federal CGovernment, net with respect to the
substantive programs uhlch had been passed by the Congress
and adminlstered by the Government, but fo look at the
organizational siructure of the Federal Government to see
how best the services proposed &nd nassed by the Coungress
could be delivered to the citizens of this country. That was
the purpose of 1t. And in so dolng, we went back and studied
every single proposal of every commission so far as ve ikhow
that ever exlsted in this century that addressed itself to

this subject. And this includes, among others, a commission

headed by the dictingulceihced New Yorlk Covernor, {overnor

v
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looked at the means by which the Federal Government attempted
to administer programs ifor the benefit of the citizens of
this country.

MNow, what do you think of'? What do you think of
when you try to determine what you could best do to admlnister
your State government?

I know in my case, and I am sure Governor Smith has
found this to be true, as all of you nave, because I have
talked to too many of you over toc many years, you found you
were plagued with too many separate boards, agencles amd
commissions that you couldn’t confer with, that you couldn’t
meet with, much less controi or direct.

In my State there were about 160 different boards
and commissions that I was supposed to have some Jurlsdiction
over and to which I appointed members to perform those.

It is obvious, and it has been found by everyone
who has studied the structure of' the Fedecral Government
that any President cannot, even if hé would, deal with too
many peopie. You can't do 1¢.

Any Presldent is President as a result of the
political structure of thls country. Any President, naturally,
is concerned about the administration of his policies. He
is concerned about the delegation of his authority. He is

reluctant to delegate, just as you are reluctant to delegate
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difficultles, and you see it every day, because I know 1t
hasn't changed that much since 1968 when I left office.

Yet, I recall one of the great problems that any goveraor
has -~ 1t 1ls that he doesn't gulte know who to talk to;

he doesn't have enough staff to talk to all the people he
needs to talk to in the Federal Government to try to cvc:
'ftnd*Oﬁt where to go for help. |

f Now,if' you have problems, think about your county
Judges; think about your mayors who have less staff than you
have,

I'submit to you, gentlemen, 1t is not a question --
it 1is n&ﬁ a questlion of the substance of the programs that
have been passed that the Amerlcan people are upset about.

It 1s the manner of dellvery; 1t is the administrative
‘monstrosity that 1s now hung around the neck of this country.
That's where your problem lies.

So that the user believes then that the Government
is Inefficlent; that it is wasteful; that there is duplica-
tion -~ and you can't convince them otherwlse.

So glven these two extremes -~- the President who
does have a structure through which he can delegate authority
as he should with confidence of the pollcies beling carried
out, and, on the other hand, the user who is completely |
disillusioned, disturbed and distracted about the ability of

the Government to meet thelr needs.
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We then recommended Vo the President, and he

frankly made some very substantlve and major changes aftexr

our recommendatvions to hiw, but, in essence, what happensd

was the reduction of eight departments in the fold, and they
were desligned on & functional basis,

Now, we recegnlze, he vecognizes that you take on,
you disturb many special interesta. You disturb the status
quo. No question sbout that, DBut¢ in the real sense, this

o

is to the credit of the vrecommendation. nov something te be
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fearful of', because, frankly, I must submit to you that I
think 1t is time that we disturb the status quo with respect
to the administrative monstroslty we call this Government.
Because I think there is that much of a crisis 1ln the minds
of the people of this country.

They are not concerned about dolng things in the
field of poverty to help people. The American people want to
help people who are less f{ortunate than they. The& aycen't
.fearful of helping the mentally disturbed, the mentally:
retarded. They are not worried about providing the water
resources this country needs. They are not worried about
health care for people.

It is not the substance of these prograﬁs that
disturb them, i1t 1s the monstrous cost, the inefficiency,
the dupllication that has reached such tremendous proportions
that, frankly, the average citizen does not feel that he
has the capacity to cope with 1t. Anytime you get the
American citizenry in a frame of mind to where they are
rebelling against taxes, against school’taxes, and water
taxes, and water bonds, and things of this essentlal nature,
you can be sure that you have a disturbed and distraught
citizenry. And when you ever convince them tnat.ﬁhis Govern-
ment has reached the point where it can no longer cope

with the administrative problems of dellvering services to
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and agenciles; that you have educavion In g nuaiber of
different areas, and so eon down the line. Arnd wherever you
have this dispersicn o7 acvivity on a functional basis, you
obviously have the very roundation discord, discontent and
Indecislon, because 1t ia not until we get to ths White House
that we get a resolubtion o these problems.

One of the things thatv bothers the Amerilcan people
today 1s the lack decisiveness. And people have a right to
expect that they get a declgion {rom their Government and a
prompt decision, whatever it is, [avorable or unfavorable,

they are entitied to & docision,
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Now, how do you get it? You get it by putting
functlonal acvivitles under the same tent so that you can
have a trade-§ff at g lower level. So, if there is a dispute,
and there always will be disputea. I am not sure that thils
is going to be a cure-all -- that_it‘s going to be a uwtopia,
because 1t 1s not. We are all human. We're still going to
have disagreements; we're going to have empire bullding,
personal and department empire building, becausc this is
the way thlngs are structured. DBut the only answer is if you
can put these 1lnto departments where they have common purpose
and function, then there is a point at which you can get a
decision at a level even lower than the Secretary, much less
the President,

The President of the United States cannot make all
the decisions that are necessary in this Government in these
times in which we live.

Unless things have cnanged in three years, and I
bet you they haven't, your fear is not of what you do or what
you know, but your fear, politically speaking, is of the
things you don't know about and over which you really have
no contfol,A‘but for which you are going to be held
responsible,

Now, a President can't make these decisions, He is
not now; he is not next year; and he's not a decade from

now, because hls problems become greater all the time.
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consolidate these depariuents, e cre very afficient.
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The Invernal Bevenuo Service. waiceh do part ol

Treasury Depariment -~ and I subimdly that it 1s an eificd

tax-collecticn agency. T 15 the wost eiTicient Ln The
There iz no doubt about vnat.

But, 1 you stop and think for a moment of why

good, it is very simple, because 1T 1s based on the theory

and the practice of voluntary compliance., Voluntary

compliance. DNow, 1f you think for a moment how eificlent it

would be 4ir you didn't have voluntary compliance. You
couldn't hire enough agents or auditors,

Now you think how well it 1is accepted, and you
how well other depvartments of

You hear all this taik about welfare; you hear

think

this Government are accepted.

about
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departments of thig Govermment gnd »uc them inco four, it may
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well be that somewncre somaboGy con find a bettay slol to nutb
in one of the pleces o Lhe Jigoaw puzzle.

But, I submlt o you thot fulg »nian the lresideny
gubmitted to the Congress is o workavice pian; 1t is a wise
plan; it 1is a »nlan thot 1 wy Suvdgment 1s rvespousive to the
times in whicihh we live and the necds of
country.

1 would hopo that you would have your starffs look

at it; that you wuwculd siudy it; and I kinow that unless you
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constivuenvg, Lo your judges, fo your mayors, that you can

to a single place vhat handles the ~anartnent o

Regources and you can et an answer.,
And thatis whot iv's all about.
Thanlc you very much,

(Applause).

THE VICU 9 Thenil yvo
tary, The last time thz2t I neard the Soeretar
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such eloquence and vorve we wore all Jocired up

ship bound for the Virgin Tsmlandy, And ne was

and made gome great saleadle nolnts then as he
always does a ['ine job.

T would hesitate to say that our next

L2100 nlan

speaker 1ig
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the architect of {he revenue-sharing program because I have

already said that the planning for that program came out of

much much study by many people of both parties

over the

years. But if he can’'t be characterlzed as the architect of

the program, at least we can say in the White House that he 1s

the chief engineer, and algo nead of the construction gang
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as many people who labored so hard under him to put together
the program knows so well.

Not too long ago we changed our method of procedure
~in domestic affairs by éreating the Domestic Council, a
Councll that has equal stature wlth the National Security
Councll which has operated so effectively for so many years.

Selected by President Nixon to head the Domestic
Councll Executive Staff, igs John O. Ehrlichman, a very
competent man whom I am very proud to present to you at this
time. |

(Applause)

STATEMENT BY MR, JOHN D, FHRLICHMAN

ASSISTANT TO THE PRESIDENT FOR DOMESTIC

AFFAIRS

MR, EHRLICHMAN: Thank you, Mr. Vice President,

Mr. Secretary and distingulshed Governoré, ladies and
gentlemen:

Since the President's State of the Unlon Address, the
President has hosted all the Members of the United States
Senate and House of Representatives for breakfast over a
series of mornings. And at those meetings a presentatlion has
been made on the subject of revenue-sharing, which the

Presldent has asked us to repeat for you here today.



1.1 £ F S o S TN AP D S T o e, Ay
wo fell thov ot woUulild o helinliu

v o TN A o Ty RPN e 1
what presentation had noan SHLOVOL Gl Lo

. R PV e ey
O MO Lo En

ey -8 e < y o T e IR DU S I N I U,
gavions, Iv vould aloo Loin oo Gnoaviish o bLing o counnodn

" . § § S oy e ey O L 5 e e RIS P U S, e e, e R T
ground of fact upin yitiel Fou gy wisgh S0 GESY §eint Quossioy

which we will be glad to welc

oy ovnte ovesentation Le

completed., S0, with that Lo wind, this is kind of a mazle
lantern show and L am cXvald the woos doenn't lend ivsell
too wall fto this and LU L3 [olus vo tax the eapacity,
of some ol the CGovoerncys o soo Thals Adreens ud here, Lue

'
t~

oy gnoene SLlices into your hands

we will get® prinved coplon
so that you will hove shoe coxt mavesicl belore your westivg

is over here 1n ohig ovoent thet veouw uen!t molke tuhesae ovt $00

well.

will be ready to oo.
The purpose ¢i' Thig presentatlon was to acquaint
the Members ol Congress wlin ithe underlyling thinking with

.

respect to revenue-sharlng, uvnich, o0l course, 1is simply to
make Government work batter {or the people who awe the
ultimate recipilents of Government services; to move the money

and power closer t

o

tne people; te reileve the flscal crises

of State and local goverments -- fnd I might say there

o

that in making thils oresentation to the Congress, we felt
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obliged to expand the matter of evidence relatlng to the
fiscal crisis of State and local government. Believe it or
not, it 1s a factual issue in some quarters in this Clty.

- And so, when you move to the Hill tomorrow to contact
your Congresslional delegations, you may be interested in
determining the depth of conviction which they entertain on
this subjJect of whether or not the cities in your State, your
regspective States, really do have fiscal problems.

The objective here is to 11l the local capacity for
better program perforaance and to respond quickly 1ln six
defined areas of Natlonal concern. And you will see that thease
8lx areas -- educatlon, rural development, urban development,
manpower tralning, transportation and law enforcement -- are
the six classificatlons of the President's speclal revenue-
sharing proposal.

We had two criterion in developing the range of
options which were available to the Presldent -~ two major
criterion:

One 1s that any undertaking had to be equitable;
that because it was a Natlional program 1t had to reach all
quarters of State and local government in an equitable
fashion.

And, second, that it did not require third-party
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clty would do less well under Federsl revenue-sharing than it
is presently doing undcr thu Cateporiczl Grant Program.

i3

The proposal nas veenh geructured, and the Bills
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are being drawn in such a manner that we can say with
deflnitiveness and with assurance that no city, no county,
no state will recelve less under Federal revenue-sharing than
i¢ presently recelves under the existing Cétegorical Grant
Program, of which they are the beneficiaries.

This $300 milliion reserve 1ls simply to take cara
of situations ~-- unusual situations -- where some localliy
has an unuéually high level of categorical.grant receipts,
or the avé}ége level for years. |

Now, we show the Congressmen the growth in Federal
aid to staté and local governments since 1962 on this slide
on the right. And you willl see a very dramatic curve of in-
crease, But the thing to remember, as the Federal aid in-
creases, so do the matching aid requlrements increase, so
that more and more local taxes are soaked up in the blotter of
Increasing Federal participation.

One of the features that must be understood about
th? special revenue-sharing proposal, that is in the nature

of hidden treasure, is that speclal revenue-sharing money

does not bring with it gatcning requirements., The money comes

free of maéching regulrenerts.
Federal revenue-sharing involves about a third of
the present Federal Categorical Programs which affect states,

counties and cities. And virtually all of those programs
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have carried with them some local matching requirements. So
that as to about thirty percent d existlng Federal Categovical
Programs, the proposal is that the locality be free fron
matching requirements.

The sllide on the lel't is rather obscure, but uhat
1t says is this: That in {'lscal year 1971, Federal aid to
State and local governments was at tne level of approximately
$30 million, and increased $8 million between fiscal '71 and
the fiscal '72 budget, whlch has now been sent to the
Congress, an increase of -~ oh, pardon me -~ billion --
from 30 billion to 38 blllion, an increase of seven billion
nine or 26.4 percent.

This increase compared with the average annual in-
crease over the previous ten years, '59 to '69, of about
11.7 percent.

What happened here was slmply that there was a
planned increase, a planned increase of $360 million for these
local government grants, and hypothesized for the flscal year
T2 budget in the budget planning.

The President added $412 million additlonal through
speclal revenue-sharing, so that we are looking at a net
increase of 1in excess of $4 billion final question of general

and specilal revenue-sharing.
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This $4 billion oi increase or the $16 billion of
total distribution are demonstrated in an upcoming charst.

A booklet that you have bveiore you on the table, a brown
publication of the Department of the Treasury is a computer
print-out of the distribution of general revenue-sharing.

The $5 billion among your state, your counties and the cities
of'your state eligible Tor general revenue-sharing, you will
be able to refer to that document at your convenience and

see what is proposed for distribution in general revenue-
sharing to each of the communlties of your State eligible

for distribution,

This $5 billion amount is a beginning base. It is
the result of a formula applled to the personal income tax
base. &nd the formula for dilstribution of general revenue-
sharing -- pardon me -- the computation of general revenue-
sharing is 1.3 percent of that base; that i3, the personal
Income tax base of the country.

This income tax base has been growing at the rate
of about 9 percent a year. A4nd so in the last sllde that we
will show you today, you will see that over a period of the
next elght years it Is anticipated that the general revenue-
sharing fund will grow from the proposed $5 billion this

year to $10 billion eight years from now.
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Who shares? All Tif'ty States and every city over
2500, every county and othner munlcipal subdivision.

The basis for sharing. 4 per capita formila for
dlstribution, first of a2ll, to the States, wlth a tax effort
adJustment. So that if you have two States of comparable
population, one of which is maklng a better than average tax
effort, and the other 1s making less than the averags, national
average tax effort, the State making the greater tax effort
will receive a greater share of the $5 billion of general
revenue-sharing funds.

Once that 1/51 st of $5 billicn, once the State
share arrives in the State, the Governor will distribute it
among the political subdivisions of the State according to a
pass-through formula which has been worked out with this
Organization, the League of Cities, the Organization of
Coﬁntiea: In a usually agreed pass-through formula,

There 1s a bonus, however, of 10 percent 1f the
State and 1ts local munlcipalities can agree upon a locally
designed pass-through formula. Here again, this is a pro-
vision worked out in concert by the State, the counties and
the cltles and simply ratif'ied by the Federal Government in
thls proposal.

What are the restrictions as to general revenue-
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sharing? Essentially no restrictions on how the funds may be

re gspent

[ad.]

spent as long as they or a proper publlc purpose.

The Federal CGoverament does wetain the right to re-
quire a report from the spending agency as to how 1t proposés
to spend the money and hnew it did in fact spend the money,
and, of course,. 1t retailng the rizht of audlt and lnspecticon.
Beyond fhat and the bagic Civil Rignts guarantees, no styvings
on the local decisions,

How does special revenue-sharing work?

Again, we are tallziing about $11.4 billion, consisting
of $10.4 billion of money derived from about a third of the
exlsting categorical programs plus $1 billlon in new money.

We then ask, "Well, all right, in general revenue-
sharing the first year level is five and i¢ increases to
$10 billion; what about special revenue-sharing?"

This, it is important to understand, is a matter
for.annual authorization and approprlation by the Congress.

If Congress feels that one of the six classifications of
speclal revenue-sharing is not recelving enough attention, 1t
can focus more money at the problem under that classiflicatilon.

The formula for distribution in specilal revenue-
sharing 1s different in each of the slx classifications. Just
as general revenue-sharing is designed to put the money where

the people are, special revenue-sharing is designed to put the
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rural development experis, and woe are velbing to meople on
the Hill -- anyone wuhc vould like &0 Hive us inpus on the
factors that they feel should bz welghted iir as luportant in
the distribution of these furds.

What are the restrictions?

Each of the vieces of legislation velating to specilal
revenue-sharing will contain o gstatutory definitlon of scope.
They, obviously, will bo gonerael in nagure. nd as long as the

expenditures are nade wothin thot statutowy delinitlion ol sconaz,
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they willl be deemed to be a proper expenditure,

It 1s up to the localities to decide how the urban
development fund should be apent.

Now you hear a mayor say, My goodneas, they’re
going to do away with our ¥odel Cities Program," It's import-
ant to understand that the wmoney that has been going to the
city for that Model City Program will continue to go to that
¢ity. The city will not receive less than it is receiving nos.
The President willl not abolish their Model City Program., The
Congress wlll not abolish it. The only people who can decide
not to have that Model City Program continue are the Mayor and the
City Councll of that city.

If they deem that to be the best way, the highest
priorlty for the expenditure of those funds, then, obviously,
they will keep that program going and they'll keep the
personnel in place and the program will go on.

On the other hand, if they have gone for model
clties because there was FPederal money there, and if they
didn't get it somebody else was going to, and they put up
their matching money, and they infracted that Model City's
money, but they did so really wishing they could use 1t for
some ot her municipal purpose,; fthen that local community will

have the option, for the flrst time, of diverting that money
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to a higher priority use, as the clected representatives of
the clties coé;erned.

That is where the future of these various cavegorical
.programs wlll be decided under this proposal, at the level
where priorities properly should be decided.

Now, we are only talking about a third of the cate-
gorical grant programs that the Federal Government now has
éhét relate fo States, counties and citles,

Obviliously, there are many categorical grant programs
that can't be decided on a local decision basis that are
pressed wilith such a broad national interest, or reglonal
inteﬁest, or inter-state interest, like the Inter-State Highway
Program, that they must remain a Federal Categoirical Grant
Program, and there is no proposal for dismantling those pro-
grams at all. But in the yellow booklet that you have there
on revenue-sharing -- I think it's yellow -- it's either yellow
or blue -- is a list of the Categorical Grant Programs tnat
are proposed for uniting into speclal revenue-sharing, and
at your convenience you can take a look at those and see what
we're talking about as the 30 percent that we propose to be
folded in.

As the President sald earlier, thils is a proposal

that has been under study for two years. Many, many alternatives
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of that 20 nercent, vhwrce-lrareng vould so o local govoeraments
in only two States.

Now,yiet’s look atv Federald tax credits, OF course
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without some action of a second or thivd party.

We run into the diificulty that 13 States precoently
have no tax system that we can link to, and, therefore, would
require some aff'irmatlve action on the part of those 13
States,}either an amencdment of their constitutions or action of
thelr State leglslatures.

In some cases, we ran into [lat-out State constitu-

- tlonal prohibitions.

Again, we run into the fact that some States would
realize heavily the vresult{ of Federal tax credits, while others
would be severely penalized. Thirty-six necedy States would
be penalized and the wealthier States would be helped the most.
Again, the pattern on the map, five States would do less well
in general revenuve-sharing u§ to 10 percent,. Twenty-seven
States would do less well to betuween 11 and 50 percent; and
four States would be penalized over 51 percent.

I think it is generally recognized that the Federal

tax system responds more rapidly to need, to growth, or to
deterioration of urban centers than many State tax systems.
And so it is felt that we ought to have a link between the
Federal tax system and the local problems 1f it is possible
to do on an equitable baslils,

We looked at the Federal tax reduction alternative.

And thls is a very direct and simple proposal that if, by
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golly, we can afford to send $16 billiion down to the States
and localities, then we just cut Federal taxes $16 billion and
let the States tax those people.

Again, we miss a link between the taxpayer's pocket
and the locus of the problem., Some affirmative action would
be necessary on the part of the States ;n order to pick up that
money that was left in the taxpayers'’ pocket. And, more
critically, the taxpayers who do have more money now left in
thelr pockets under this plan are unequally discributed around
the country. So that we find againadisparity in districution.
Five States would be less well off under general revenue~
sharing up to 10 percent. Those ars the ones in yellow. In
orange, 28 States, between 11 and 50 percent. And three
States 1in excess of 51 percent, or a total of 36 States who
would be worse off under Federal tax reduction, assuming they
could get into gear and roach that money, than they would be
under general revenue-sharilng,

As the Presldent sald earlier, this is not only a
proposal to move money from the Federal treasury to the problems
of the localitles, but it is also essentlally a reform
recognlzing, as Secfetary Connally said, that many of the
Federal dellvery systems aimply are not worklng well, And

they can work better, the problems can be solved better wilth
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Are there any questions?

(Applause)

CHATIRMAN HEARNES: Before we go lnto any discussion,
1f there 1s any, I think -- I am probably more sensitive to
mispronounciation of a name than most people, I have just
mispronounced -~ it has been called to'my attentlon -~ tne
Governor of South Dakota, and I beg his pardon,

Now, lag there any discussion? We would like to
confine 1t -- we will confine 1¢ to the presentation made by
thé very distingulsned gentleman that appeared before you.

The Governor of' Colorado.,.

GOVER&OR REAGAN: Mr. Chalrwan, I have one question,

CHAIRMAN HEARNES: The Governor of Colorado first,
and we will comé back to you,.

GOVERNOR LOVE: Do I understand --

CHAIRMAN HEARNES: Who is your question posed to?

GOVERNOR LOVE: John Ehrlichman,

Do I understand that on the so-called special
revenue-sharing there are no formulas devised as yet. I am
thinking about the $3 billion in education. Is there a
formula devised or proposed for that distribution?

MR, EHRLICHMAN: Governor Love, that 1s under study

and review right now. We have a working group very, very
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actlvely working on a hypothesis, which they are now caecking
with people on. The direction that that study ils taking
indicates that that will be the most highly structured of the
six classifications, in order to be sure that money coming
down to the localitlies as special revenue-sharing, a certain
amount will go, for instance, to vccational education. A
certaln amount will go to Title I type problems, so it will
be more particularized 1n the restrictions on its application
than the other flve classlfications; but it is still an

oﬁen question so far as Qé are concerned. '

The first measure which we will send to the Hill is
law enforcement. And it is simply a codificatlon of the
existing LEAA distribution formula technique. And so that
wlill be the easlest one for us to get around and get sub-
stantial agrecement on.

"I made a mistake about which my conscience back
here corrected me on., I sald that your book reflected cities
and towns down to 2500, He says that the size of the city or
tqwn doesn’'t make any dlfference, but that is an arbitrary
census classlfication, but citles and towns smaller than that
are still eligible for general revenue-sharing., Is that
right, Ed?

CHAIRMAN HEARNES: The Chair would recognlze the
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wlthin your constituencies and selling the private sectors in
- such a fashion as they will get behind the program in
correspondence and personal communication with the Members of
the Congress in whose nands finally the success or {ailure of
any revenue-sharing must rest.

CHAIRMAN HEARNES: A4s I pointed out to you belorae,
when we met a¢ the Iake of the Ozérks at'tne last qovernqrs
meetling, pursuant to your directive, I appoilnted a sub-
commlttee of Governors,'chaired by Governor Scott oi Norién
Carolina, Governor Mandel of Maryland and Governor Holton of
Virginia._

At this time I willl call on Governor Scott to speak
on behalf of the sub-committee,

STATEMENT BY THE HONORABLE ROBERT W, SCOTT

GOVERNOR OF NORTH CAROLINA

GOVERNOR SCOTT: Thank you, Mr. Chairman, Mr. Vice
President, Secretary Connally, Mr. EZhrlichman and my fellow
Governors.

As the Chairman indicated, lmmediately following
the Missouri Conference, the committee was appointed to look
into the matter, And he asked Governor Holton, Governor
Mandel and me to represent the Governors' Executive Commlttee

to carry out a special mandate of the National Governors'
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1t about. And fto express it in another way: The QGoverncrs
are wholeheartedly in favor of vedistributing $5 bllllon, o
more, to the States and localities witn no strings attached.

By necessity, we must reserve judgment on the
$11 billion special revenue-sharing proposal.

Our failure vo endorsc this aspect of revenuc-shiving
should by no means be regarded at this point as a negative
attitude., Charlle Byiriey and his staeli of the National
Governors'® Conference have been ilnstvucted %o work closely
with the Administration and gaining a cowplete understardlng
of this broad-based proposal, Consequently, we asked --
at the Congresslonal level, we asked the National Administra-
tion to work with Mr. Byrley so that tnis Conference,
through its committee, can also have a full understanding
and then be in a position to provide a positive response to
‘the speclal revenue-sharing proposal.

The Natlonal CGovernors’'® Confcrence has been on
record in favor of this concept of vevenuve-sharing since the
mid-sixties.

A vast amount of work has transpired slnce that
time and has resulted in a clear-cut decision, first adopted
in 1969 and realffirmed again at our mcetlng last year at
the Lake of the Ozarks.

Our position was developed inr cooperation with
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Fifth, revenue should be restricted -- should be
unrestricted as to use.

Sixth, revenue should be allocated to States on a
formula basis,

Seventh, the State should share wilth local govern-
ments in accordance with a prescribed formula and process.

And, eighth, and perhaps most important of all,
the groups there at that meeting were unanimous in an agree-
ment to work together.

Now, all of the organizations worked effectively in
Atlanta and since then other meetings have been held and with
similar success.

In fact, Admlnistration spokesmen have made it clear
that the President would like to support a plan which would
(word inaudible) all the State and local organizations in-
volved.

This challenge was accepted and negotiatlons
cohtinued and finally resulted in the form of the Administration's
proposal which has bi-partisan support.

- The Blll may be described as another example, I
think, of the art of political compromise, I am certain that
each of us will fInd certain flaws, and wlll undoubtedly

express our fears through the Congressional process.
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see 1t to save the Federal system.' The Federal system can
survive, Those compromises that were made by the Founding
Fathers between the big and the little, between those vho
would have a stronger central governuwent and those who-would
have a weaker, are still valild compromises.

The Federal systew is ia frouble today because of
the disproportionate grouth of the central government.

Now, I am aware of the background of the growth of
that centralized government, and I am aware that that back-
ground undoubtedly 1lncludes some neglect of respongibilities
at the State level, and my section contributed, I know, to
that negleot. But I believe in this Federal system, and you
do, and the reason we do, as Governors, ls because we know
that the problems we are talking about, most of them, can
better be solved locally, at the State level or by localities.
We simply need the additional funds that general revenue-
sharing would give us,

One word about speclal revenue-sharing. Of course,
we must take a look at what is yet to be proposed in the way
of specific legislation.

I would 1like o direct mysell specifically to the
argument that has been raised because it would be more

responsive, those who ralse these funds by taxes should have
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GOVERNOR SHAPP: Mr, Chairman.

CHAIRMAN HEARNES: Is there any further discusslon?

GOVERNOR SHAPP: Mr. Chairman.

CHAIRMAN HEARNES: The Governor of Pennsylvania,

GOVERNOR SHAPP: I would like to address myself to
this over-all probleir of relieving our States and cities of
some of thelr very pressing flnancial problems.

Revenue-sharing 1s like an apple ple and none of us
here are probably against it.

Flve weeks ago I assumed office of Governor of
Pennsylvania, and in that five weeks' time, I have come to
the concluslon that the revenue-sharing plan 1s not necessarily
the best plan that helps some-of our hard-hit States.

I spoke out very strongly in favor of revenue;
sharing and also takeover of welfare when I was down at the
Governor elect conference in North Carolina. 4&nd now that
I am Governor, my emphasis 1s shiftling more to takeover of
the welfare problems rather than the revenue-sharing plan such
as announced here.

Perhaps my reason for this, next Monday the
Commonwealth of Pennsylvanla runs out of funds and I have to
start winding down the affailrs of many of the services in

the Commonwealth unless we get a tax program through, and that
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1s tied up in legislature right at the moment, and I am sure
all of you know what that means.

The present plan, I don't think, is sufficient
- to solve elther the immediate or the long-range problems that
my State faces, or many of the States face.

The Vice Presldent spoke & moment ago and stressed
the flexibility that is bullt into the plan. I think the
maln flexibllity to be bullt 1pt§ a plan to help the cities
and States 1s for the Federal Governmept to takerQer what is
perhaps becoming the most uncontrollable and one of the largest
l1tems 1ln our budget; namely, the welfafe, go that then we
would have more flexibillty in our budget because with welfare
taken over by the Federal Government, we would have more funds
to devote to the other programs essential in our States.

I propose that we have federalization of the
welfare program. I think the present call on public
assistance 1s becming more and more uncontrollable because
‘the Federal Government 1s setting most of the standards and
the courts are testing those standards and every day more and
more people are finding themseives eligible to come to the
welfare offices and they meet the criterion, and, therefore,
they get money from the States,

Now, the programs, as I say, are mainly Federally
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to obtaln in advance from the Federal Treasury or the
Federal Regerve under a program of speclal Federal draw money,
monies that are due them under Federal grant formulas 1in any
glven fiscal year.

| Thls, in effect, would provide addltional shock
absorbers for the State and local governments to permit
beﬁter flscal planning and prevent chaos when the cities and
States run out of money,

Most citles and States have no such shock absorbers
at present because, unlike the Federal Government, even 1in
the case of dire emergency (portion inaudible) deficit
planning. This, of course, is the heart of my problem right
now in Pennsylvania.

Without such special drawing rights {portion
1naudible) internatlonal monetary agreements be quite similar
to Fedefal Reserve agreements {(portion inaudible) many states
and clties in the near future may be forced to severely
slash vital services to the citizens, and result 1n chaos
that would rock the structure of our society.

For example, with such a plan now in effectin
Pennsylvanla, we could obtain in advance those funds clearly
allocated by the Federal Government for our Commonwealth in

order to continue operating beyond the end of our flscal year
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I intended to present these resolutions té the
Bxecutlve Commlittee, but I shall not, but 1 shall do more
stuéy on the problem and prescnt them as resolutlons to the
September Conference, In the meantime, you wlill find the
yellow booklet goes into greater detall on the probram I have
Just spoken about here., Thank you very muci.

{Applause)

CHAIRMAN HEARNES: 'Thank you, Governor of Pennsylvanlec.

The Chalr recognizes the Governor from New York.

GOVERNOR ROCKEFELLER: Mr. Chairman, Mr., Secretary,
Mr. Vice President and dlstinguished colleagues:

Seelng that Governor Shapp spoke on the subject of
welfare and since this falls within the Committee on Human
Resources, I thought perhaps it would be useful to say a word
because our Commlttee met this morning and we have some
recommendations to make in this field. But I would like to
comment briefly on the comments made by Governor Shapp because
he suggested all-out support of welfare as an alternative to
revenue-sharing.

I don't blame the Governor for his concern in view
of the situatlon which he found on becoming Governor of
Pennsylvania. The fiscal situatlon 1s a very serlous one

and I admire tremendously hils courage and his presentation
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We can get correctlions and assist them in getting
improvements in the system and I think that our committee has
some very important recommendations. But I think we would be
whistling in the dark i we thought we were goling to sclve
our problems 1In the State today by abandoning revenue-sharing,
which 1s one of the most exciting and signiflcant concepts
presented by any President I think 1n the history of this
country and in order to save the Federal systam as we Know it
1n our desperate scramble to get money -- and I am deeply
sympathetic with the problems of the Governor of Pennsylvanla -~
I think the President today in his speech to the Governors
allayed a fear and concern which existed 1in many quarters'as
to whether he really wanted revenue-sharing or he wanted the
issue,

He faced that very frankly -- he wants.revenue-
sharing and not the issue,

Mr. Secretary, I think that we must speak here in
frankness and, therefore, I would like to ask whether you
are ready to trade off revenue-sharing for reorganization,
as reporfted in the press? I have to say that because there
s real uncertainty among politlcal leaders in the Congress
and outside of the Congress as to whether the Admlnistration,

both' the President and his representatlves actually want the



68

revenue-sharing. This would be true also of Assistant
Secretaries.

I think I know where we stand -~ forgive me for
ralsing 1t, but I think 1t is important that fthis be clarified
So that we all know where the Administration leader and members
stand on this 1ssue so that we can, as indlvidual'GOVeerré‘
take ourlstands and the effect will go to all delegati;ns )

In Congress in the support of what has been characterlzed
as a major sten in preserving and revitalizing the Federal
system of Government.

Thank you.

{Applause)

' SECRETARY CONNALLY: QGovernor Rockefeller, may 1
respond tO»you by simply saying that 1 have heard of no one
who 1s willing to trade off revenue-sharing for reorganization,
nor do I know of anyone who at this polnt 1n time 1ls even
suggesting such a thing. I did not read the report to which
you allude, but I know there is no thought for such trade off
nor is there fény thought of even compromise of either revenue-
gsharing or reorganization.

" {Applause)

- CHAIRMAN HEARNES: Qovernor Evans?

.GOVERNOR EVANS; Mr. Chairman, I, like Governor
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Rockefeller, sympéthize with Governor Shapp. We have had
constantly or in my term as Governor severe financial problems
in our State, nothing like Pennsylvania faces now, and I

go along with all of my colleagues in sympathizing with him,
but I think we are in grave danger asc Governors of losing

the opportunity for revenue-sharving 1i° we divide anongst
ourselves, The present tenor of Congress, 1t scems to me,

at least in my own delepgation, is to be pretty skeptical of
revenve-sharing.

Some four years ago when I met with my Congressional
delegation there was virtually unanimous enthusiasm for
revenue-sharing. I think they viewed 1t as an idea that they
would never have to vote on. But as it comes closer and closer
there 1s increasing skepticism in Congress and we are golng
to have to exert every effort and have to be as united as
possible 1f revenue-sharing ls ever golng to come about. And
I simply think we are golng to lose the battle if we dilvert
‘any effort toward the possibility of Federal take-over of
welfare or anything else,

It seems to me that right now 18 the time we have
got an opportunity for revenue-sharing if we work on each
individual delegation in Congress, if we do our Job and if we

do somethling that I have done in my State and Governor Nelson
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Rockefeller has done in New York, something I think we all
should do, and that 1is to make nersonal contact with every
county executive, every mayor in our clties and get them on
the backs of their Congressional representvatives,

We simply have got to be unifled and now is no tilme
to lose that unity.

CHAIRMAN HEARNES: Is the Governor from Washington
hinting at the fact that even Congressman Mills may be a
Suffer?

{Laughter)

GOVERNOR EVANS: I wouldn't hint any such thing,

CHAIRMAN HEARNES: Any further discussion?

GOVERNOR SHAPP: Mr. Chairman.

CHAIRMAN HEARNES: Governcor Shapp, before we go on,
the Secretary asked me to announce that the White House 1s
expecting the arrival of the Governors beginning at about
7345,

Governor of Pennsylvania.

GOVERNOR SHAPP: Mr, Chairman, I just want to make
this comment: I am not going to oppose getting Federai revenue-~
sharing through, And I will certainly help 1f.this 1s the
only plan that 1s going to go through because any dollar we

get from Washington to Harrisburg is golng to help my problems,
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What 1 have presented here is a program which I
think in the long run 1s a much more reallstic program to help
all the States because I don’t know what your welfare programs
are in your States -~ but Pennsylvania was one of the States
that galned under every one of the other programs outlined
except the Federal revenue-sharing plan. And we need the funds
but 1t does not help our immediate problems nor our long-
range problem,

I think we should give thought to this rising welfare
cost., It might be of interest to know that the percentages of
people on welfare in cur rural areas of Pennsylvanla are
greater than the percentages in our hard-pressed cilties.

THE VICE PRESJDENT: I would just like to say one or
two words about the matters Governor Shapp ralses. And I,
too, have the greatest sympathy for any Governor who finds
himsglf in such a fiscal plight as the Governor of Pennsylvania
does,

I think 1t is important to remember that pouring
money into the existing welfare system 1s not exactly a good
investment, Since the President proposed his welfare reform
we have had added to the welfare rolls two mllllon new
reciplents of welfare at an additional annual cost of one and

a half billion dollars. I think it is slightly more than a
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And 1f even there 1s a reservation in your mind about
how strongly you are supporting our revenue-sharing program,
you have grpded to some extent the unified m@ssive
effort that this is going to take to get 1t through the
Congress,
| CHAIRMAN HEARNES: Any further discussion?

The Qovernor i'rom Colorado.

X can't see, I'm sorry, the Governor from Nevada,
dovernof 0'Callaghan.

GOVERNOR O'CALLAGHAN: Full Federalizatlon of the
welfare program would really get us in trouble I feel, and
serious trouble I1f the Federal admlinistrators continue to
create a web of policies and regulatlons that make the program
unworkable and envirely unresponsive to the American tax-
payer.

This suggested‘program, and put 1t into -- well,
taking over the welfare program, and the revenue-sharing
program really pulls up the real issue -- too much incompetent
administration. at the National level is the real lssue, and
the contlnuance of these Titles wlll.not be halted or properly
funded by any alternative offered at thils point.

Genera; revenue-gsharing would only be exéellent

if combined with a well thought-out State-controlled welfare
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program,

Secretary Connally, 1if your organization can obtain
this, then wé are on our way. But I don't think the family
assistance plan the Vice Presildent referred to appears to be™
the answer. Though I can thoroughly understand what the
Governor from Pennsylvania 1s}3ay1ng, 1 am afraid we might get
In deeper if we continue going along the route we have 1n
funding the lnadequate programs provided through the Federal
Governnent,

CHAIRMAN HEARNES: Any further discussion?

I want to close this meeting with one l1little word,
Secretary Connally -- I am sure the englneer, as the Vice
President saild, of reorganization, Mr., Ehrlichwan, as englneer
of revenue-sharing, I have somewhere in my mind and heart
a fearAthat you are golng to end up with a tough Job.

With no further discussion to come before the
meeting, the Governor from Arizona moves that we stand
#dJourned and the Governor from Washington seconds the motion.
All in favor say "aye'".

(Chorus of aye's.)

(Thereupon, at 5:50 o'clock p.m. the meetlng was

ad journed. )
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PROCEEDINGS

CHAIRMAN HEARNES., This session will come to order.

Will everyone take their seats, please, so that we
can begin the sesslion., Everyone in the rear please take your
seats. We are going to begin with our reports -- I would like
to have courtesy shown to those making the reports and we
cannot begin until you take your seats.

This lends to'confusion if you don't sit down; please
be seated.

Thank you very much,

As 1 said at the beginning, this has been a very
frulitful stay in Washington. We nave enjoyed it. It nas been
enlightening but to hear more of this, it is the practice at
the Midwinter Meeting to call upon various commitiee chairmen
to make a progress report. This is done, of course, in order
that all Governors have the benefit of what each parcigular
committee has learned from their visits with respective Com-
mittees in Congress.

We lunched today with House and Senate leadership.

It was enjoyable, Of course, I wlsh to thank the Speaker of
the House for his hospltallty.

The first chairman which I would like to g¢all upon is

the chairman of the Commitftee on law Ernforcement, Justice, and




Public Safety. Along with his committee report, of course, we
wlll present a very distinguished guest to this body.

I would 1like now to call upon Governor Russell W.
Peterson, Chalilrman of the Committee on Law Enforcement, Justice,
and Publle Safety.

(Applause)

REPORT BY THE HONORABLE RUSSELL W, PETERSON,
GOVERNOR OF DELAWARE, CHAIRMAN OF THE COMMITTEE
ON 1AW ENFORCEMENT, JUSTICE, AND PUBLIC SAFETY

GOVERNOR PETERSON: Thank you, Chairman Hearnes;
Attorney General Mitchell, and fellow Governors. The members
of my Committee are ﬁice~0hairman, Governor Burns of Hawaii;
Governor Anderson of Montana; Governor Camacho of Guam;
Governor King of New Mexico; Governor Licht of Rhode iIsland;
Governor Walter Peterson of New Hampshire, and Governor Williams
of Arizona.

We are primarily concerned, of course, with the major
problem 1in America, the rising c¢rime rate and what should be
done not only to stem the tide in that very criticeal area, but
to do what is required to markedly reduce ¢rime in our country.
And I think you will agree with me that there 1s one index of
the quality of life in America to the crime index, It measures

our failures ~-- our failures in the home, in the school, in the




church, in the neighborhoods and Government, and so on.

And, since the ¢rime Index in America has been rising,
that Indlcates to us that our quality of life has been deteri-
orating and it is fundamental that we take this more seriously,
that we get more resources to combat the problem and that we do
a better Jjob of managling those resources to reach our objec-
tives. And we believe that establishing some goal for reducing
the crime rate would be a very worthwhile objective for America,
and during thecoming months through communication with each of
you, we wish to discuss, get your thoughts on whether or not in
September we shouldn’'t adopt a national goal of cutting the
crime rate by a given amoust by a given date,

We decided to reéommend to our Executive Committee
that we change the name of our committee in order to emphasize
our objective a little more effectively -~ to change the name
from Committee on Law Enforcement, Justice, and Public Safety,
to the Committee on Crime Reduction and Public Safety. We are
recommendlng that to the Executive Committee for consideration
so that we keep in front of us the great‘importance of belng
congcerned about the prevention of crime as well as the re-
habllitation of offenders.

I think you wlll agree that law, the Courts, police

and correctional agencies constiltute only a part of the



activitles required to c¢ope with this problem, and we need %o
be more concerned about what 1s being done in the educationail
arena and in manpower tralilning and in family structure, and
s0 on, to do something about this very serious problem in our
country.

We also believe that the Governors are in the best
poslition of anyone 1In America to manage and provide the leader-
shilp necessary to get at this problem, to provide a climate 1in
thelr respective States so that the publi¢ and prilvate segctors
ail pull together on thils community-wide projeet. |

And so it 1s appropriate at a Governors Conference to
seriously consider what we should be doing to spark and improve
our effectlveness In this area, We think it is particularly
important that we flt every young person, every young man and
every young woman lnto a career opportunity whilch they find
satisfylng and rewarding.

We recommend that the Federal Government consider
consolidating the 75 programs that are now operated by 16
Federal agencles into one block grant. These are all programs
which are directed toward use and are very pertinent to this
problem of reducing crime; mainly preventing crime. And so we
recommend consideration of the block grant for use whlch would

encompass those 75 programs. We will treat the delinquent and




nondellnquent as members of the same family.

Yesterday we had the opportunity to have lunch with
Attorney General John Mitchell and members of the Law Enforcement
Assistance Administration to talk about the Nixon Administration's
plans in this area. We are pleased to learn that the Attorney
General and his staff are commlitted to these same broagd objec~
tives about which I have Just spoken, and in thelr current plans
which will be announced shortly -- which the President will be
announcing shortly -- we understand there will be a minimiza-
tion of the guidelines over the various funds made available
to the Law Enforcement Assistance Administration today.

I am perfectly pleased ﬁo learn of the nomlnation of
Jarrls Leonard as the Administrator of LEAA,

We recomménd to the Executive Committee of our
Conference that they officially apply to the law Enforcement
Asslstance Administratlon for the grant of $352,000 for use by
our Natlonal Gerrnors Conference to hire a staff that wﬁuld
provide each of our States wlth the asslstance ln knowing what
15 going on around the country to bring'expertise, training %o
bear 1n our several States.

| Our Commlttee recommends to tﬁe Executive Committee
that they conslider making an application. Thils was not a

precedent. As you probably well know, our Conference of State




Governors has previously mentioned programs relating to this,

We were asked by the Executive Committee of ocur
Conference to consider and carry out the establishment of a
subcommittee on the Natlonal Guard. We have responded to that
and I have appolnted such a subcommittee which wlill be chaired
by Governor Forrest Anderson from Montana. And the other two
members of 1t will be Governor Jack Willlams of Arizona and
Governor Walter Peterson of New Hampshire. They, in turn, will
asslign their Adjutant General to a task force wiich willl also
include Colonel James Derrin of the National Guard Assoclatilon
of the United States. And we will provide thereby a mechanism
for communicating with the Adjutant General of ocur 50 States so
they can bring the proposals and suggesticns to our Commlttee
and then 1f we approve of them on to our Executive Committee.

Governor Ray of Iowa recommended to our Committee
that we change the extradition procedures throughout the
country and he has prepared a proposed plece of legislation to
establish this new system and we will be sending 1t to each of
you Governors for your c¢onslderation and later dlscussion.

I want to thank all of the members of my Committee and
the task force for the work they have done 1n preparing this
report and we look forward te discussing 1t in more detall with

you at our September meeting.




And now it is my prilvilege and honor to Introduce to
you the Attorney General of the United States, the Honorable
John Mitchell for any remarks that he would llke to make and,
in so doing, I want to thank him on behalf of all of us
Covernors for his cooperation in this very lmportant field,

(Applause)

STATEMENT OF THE HONORABLE JOHN MITCHELL,

ATTORNEY GENERAL OF THE UNITED STATES

MR. MITCHELL: Governor Peterson, Your Excellencies,
actually I was Jjust brought here as a professional withess in
case the Gévernment needed any backup.

I will affirm the fact thaf we had a good and frank
meeting yesterday with this Committee, Needless to say, we did
not agree w;th everything he and his Commlttee had to say, and
they certalnly didn't agree with eVefything we have been doing.

We do have in the law Enforcement Assistance Adminis-
tration a new program that was barely on its third budget. It
is, of course, with its growing painé creating numerous problems,
I think it is coming of age and will be very very effective in
the flelds for which it was created, and that is the restructur-
ing of the criminal justlice system in this country.

I believe that you gentlemen are well cdgnizant cf the

fact that our criminal Justice system was more designed, as 1t
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currently exists in many places, for the 18th and 19%th Centuries
and not the 20th Century In which we exist.

We have to approach the criminal Jjustice system which
ls composed, as Governor Peterson sald, of not only our law
enforcement establishments, but also our Courts and our Cor-
rectional institutions as a total unlt to approach the probliems
that we have to face.

With respect to the Preslident's message, it willl be
one of the six special fevenue messages which he willl send to
Congress. The subject matter is law enforcement.

It will provide more money than was intended under
the existing budgetary provisions and it will provide the
monies to the States under a congept where the States will have
a greater latitude in thelr expenditures than they had under
existing legislation.

We think it 1s important that the Governors and their
State planning agencies be the ones to ascertain what in the
e¢riminal Jjustlice system In thelr States needs to be addressed
and what are the prloritles. We feel that this new vehicle
will provide the wherewlthal to"éarry ou§ thls program,

One additional comment that I made to the Governors
who met with us yesterday, our requests for appropriations in

the field of Iaw Enforcement Assistance Administration,
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particularly with respect to the block grants, have been re-
lated to what we felt proper expenditures could be made by the
States and be made usefully. We wanted to make sure that this
program which is belng launched was well operated and that the
funds were well spent. We have, however, testified before the
Congress and have stated publicly, to the extent that we find
that thls area of criminal justice can use more money through
the block grants to States, we would be glad to go back to the
Congress for supplemental approprlations.

One last thought, and that is that in the administra-
tlon of this program at your State level, you recognlze that
the block grant congept of the LEAA was the forerunner of
much of the concept of revenue-sharing. And this is why I would
hope that all of you gentlemen and your staffs would devote the
greatest'possible attention to the administration and execution
of the programs that are reciplents of these blocck grants to
the end that we will have a living example of how revenue-sharing
can work and‘deny many of the allegations fhat have been made by
the opposition to the concept of providing Federal monies in
block grants to the States for their use,

I think 1t is the best gulnea pig that we have at the
Federal level and, hopefully, 1t c¢an be made a shining example

for revenue-sharing to come.




I think, Mr. Chairman, that those conclude my
remarks.

If there are any questions that you gentlemen have,
I will be glad to answer them while I am here.

CHAIRMAN HEARNES: Are there any questilons for the
Attorney General?

Governor Oglivie.

GOVERNOR OGILVIE: ©No, I don't have a guestion. I
would Just like to emphasize the point you Jjust made that this
block grant approagh is the greatest thing that has happened to
law enforcement in thisrcountry in a long long time, We are
using it very effec¢tively in Illinois. We can see cur crime
statistlcs starting down and 1t is something that deserves the
attentlon of the Governors becauseé, as you polint out, here 1s
a way you can prove 1f we can get this kind of thrust from the
navional Government and Congress, and make 1t work, we can
extend it. I Just want to say that it is an accompllishment.

CHATRMAN HEARNES: Thank you, Dick, with your
assurance, thls was not staged.

(iaughter)

I willl express my appreciation to you and your
speclal guest., We do appreclate your appearance here and we

hope you will visit us agaln., I will say on behalf of those
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who have been here more than three years, it was a long and
bloody battle to get where we are in LEAA and whleh your
predecessor and 1 assure you that the Governors will do the
very bést they can to make the system work.

(applause)

I would now like to ask the man that I served with for
many years, the Chairman on the Committee on Human Resources who
wes kind enough, along wlth Governor Rampton of Uteh to allow
me to visit with them as they made their visit to Congressmen
Mills and Byrnes and then on to Senator Long.

Governor Rockefeller's head is somewhat bloody but
it is stlll erect. 1 would like to ask him to make a report
at this time,

REPORT BY THE HONORABLE NELSON ROCKEFELLER,
GOVERNOR OF NEW YORK, CHAIRMAN, COMMITTEE ON
HUMAN RESOURCES

GOVERNOR RCCKEFELLER: Thank you, Mr. Chairman,
fellow Governors, ladles and gentlemen.

We lost our stalwart on our Committee because he
became your National Chairman, but the Commlttee now is composed
of Governor Docking as Vice Chairman, Governor Evans, Governor
Ferré&, Governor Guy, Governor Love, Governor MeKeithen, Governor

Reagan, Governor Scott and Governor West.
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Our staffs met and reviewed the proposed material for
the Governors Commlttee meeting. We then met as a group
yesterday, a very good meetlng, a very lively meeting, full
discussion. There were lmportant additions made to the con-
ceptual thinking of the Committee,

Governor Reagan made some very interesting and
significant observatlons about experiences ln a study going on
in hls State which contributed very importantly to the thinking
of the Committee and it was reflected in our dlscusslons with
the two Committees on the H1ill.

We are very grateful Indeed to the generosity of
Wilbur Mills and John Byrnes for thelr time. And we then had
a very good meeting with the Senate Committee.

I think it is fair to say that 1n these discussions
that there seems to be a growing awareness of the magnitude of
the fiscal problem faced by State and local governments Iin
this country, and that 1t is one that is not going to be met
by business as usual., And that while Congress cannot a¢t and
even the Governments could not act that the buck stops.
Unfortunately, we -- Harry Truman says it stops 1in Washington
-~ and that is what we are working on, but the problems stop
at the lccal government and there is nothing that they can do

so that the crisis 1s going to ¢ome in the cities and the urban
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areas of the industrial States. 1In the State governments which
during the past ten years have been increasingly helping,the
local governments are getting to a polnt where they are unable
to do what 1s nceded.

Now our area of dlscussion in the Committee of Huwnan
Resources is not revenue-sharing although this did come into
the discusslion because it is one way, one quick way, of meeting
the c¢risis that our Committee in its report to you states as
follows:

"Although revenue-sharing i1s not within the specific
responsiblility of the Committee on Human Resources, the Com-
mittee wishes to express its support for and urge prompt
enactment of the President's general revenue-sharing program.”

Such a program would be a major first step toward
helping the States and local governments meet their {iscal
crises,

We then go on and treat with the major subJect of
concern to the Commlttee; namely, Federal assumption of costs
of welfare on a phase basis, which was adopted in 1969,
Enactment of universal health lnsurance program, which was
also adopted that year. Substantial additional Federal aid to
the aging, which was adopted that year, and consclidation of

the Federal Manpower Program wlth increased Federal assistance
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to promote Job opportunities.

I will take these up in that order.

I might say that in a little blue folder which you
may find on your desks the magnitude of the fiscal problem
which ls the backdrop against whlch we discussed these questions
1s outlined in brief.

Now, on welfare, as I mentioned, Governor Heagan
brought in importantly the fact that we as Governments and
local communlties 4o not have the power to carry out the intent
of Congress in making available assistance to those in need and
at the same time avold making available asslstange to those who
are not in need in terms of the lntent of the legislation, but
who through loopholes are able to get asslstance in one form or
another which ls amounting to hundreds of millicns of dollars.
And so we 1noorporatea in our discussion and our recommendations
the recommendation that the Congress and the Executive Branch
remove those restrictions which limit our capaclty te cope with
the problem locally. And he may want to speak on that subject
to the group here.

The Committee on Human Resources supports the basic
concept, reading now from the report which you have before you,
"The basic congcept of the President's proposed family assistance

program as a step towards the accetmplishment of the goal, and,
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particularly, the Committee urges enactment of provisions that
would provlide incentlve to welfare reclplents to work. At the
same time the Committee urges that Federal leglslation and
regulations be revised to allow a rational system that will
1imlt the possibilitles for abuse through a reascnable ang
reallstlic ceiling on amounts of ingcome a public¢ assistance
recliplent may receive, and more effective review and control
cver ellgibility to help assure that adequate funds arc avail-
able for the truly needy,.

"In order, however, tc provide immediate fiscal
rellef for all States and logalities and the Commonwealth of
Puerto Rig¢o and the territories, the Committee urges that the
following actions be taken as interlm steps toward 100% Federal
financing of welfare" -- and I read the first three major
recommendations:

Increase of Federal aid, one. This is"{a) the
enactment of legislation providing for an increase in the
Federal share of the cost of exlstlng welfare programs, in-
cluding medicaid and administration; retroactive to January i,
1971, in order to provide lmmediate financial relief to States
and localities from the escalating and overwhelming burden of
welfare."

(v) Adult categories:




"Effective July 1, 1971, transfer the present public
asslstance programs for adults -- that 1s old age assistance ~-
ald to the permanently and totally disabled and aild to the blind,
to the Soclal Security system., Funds from Federal general
revenue would be provided to the Social Securlty system %o
finance the increased ¢ost. State and local costs for these
programs are estimated to be $1,700,000,000 in 1971-'72,7
"(c) State and logal expenditures:"the enattment of
an absolute ceiling on State and local expendltures for welfare
by providing that no State or logcality would have to spend in
1971-'72 more than 85% of thelr expenditures for welfare in
calendar 1970, This would result in a decrease in State and
logal expendiéures for AFDC in 1971-72 of an estimated
$1 billion $100 million dollars,"

I would then go on to health., I might say that our
estimate generally 1s that $10 pillion this year is needed to
meet the Federal share of the growth in State and local expendl-
tures, and these items, as you will note, add up as we go along
and we are trying to be helpful to the Congress in finding ways
in whig¢ch they can ae¢t within thelr own framework of a program
that will be meaningful eventually.

Under health, the Committee on Human Resources

supports the principles set forth by the Presldent in hils recent




Health Message.

And now I quote, "No American family should be
deprlved from obtalning a reasonable and baslc standard for
medical care by inability to pay, and applauds the President for
his recognition of the need for national health insurance,

"The Committee, however, has not yet had time to
analyze the details of the President's proposal and 1loo0ks
forward to the submission of the actual legislatlon and the
opportunity for public discussion of it and other related
proposals.

"The specific recommendations of the Committee are
as follows:

"{a) Nursing home care. Delete the provision in
HR 1 that the Federal matching pertentage for care under
HMedicaid in the skilled nursing home be reduced by one-third
after the first 90 days of care in a year.

"{b) Care in mental hospitals., Remove from the
provisions in HR 1, which would reduce by one-third the Federal
matching share for care of patients in mental hospltals after
90 days of care and provide no Federal matching after one year
of such care during an individual's lifetime.

"{c) Immediate care: Delete the provision from

HR 1 that an intermediate care facility would not include an
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Institution of mental disease or defects.

"{d) Puerto Rico and the Territories: The Committee
recommends to consolidate and provide for the elimlination of
set-asides currently applied to the Commonwealth of Puerto
Rico and the Territories."”

Under education, the poligcy position of the National
Gevernors Conferénce calls for the assumption by the Federal
Government of a far greater responsibility for financing of
education. However, for the third conse:iutive year, the
Federal share in the cost of elementary public education has

dropped. The Federal share for this year, 1t ls estimated at

6.9%, the lowest level since 1964-65, The total gost of primary

and secondary educatlion to State and logal governments 1is

$41 billion. This accounts for 40% of all the money we apend
at the State and local levels and the Federal share is only
6.9% desplte the fact there were over 100 categorical grants
and we have to f1ll out 21 State-wide plans.

Our specific recommendatioﬁ on Federal funds:

"The Committee on Human Resources urges that actlon
be taken to ingcrease substantiall& Federal ald to State aﬁd
local governments for educatlon. Specifically, the Committee
urges the Federal government, as an interim sﬁep;'pardon me,

"tnitial step, finance in 1971-72 at the very least 10% of the
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total cost of elementary and secondary school education, based
on 1970 expenditures,

"This would result in an increase of Federal aid of
about $1 billion $200 million.

Consolidation of Federal programs:

The Committee applauds the Presldent's announcement
that he intends to propose leglslation to consolidate Federal
education programs.

The National Governors Conference has long supported
consolidatlon of Federally funded programs for educatlon and
urges that such action be taken promptly.

The Committee stresses, however, that Federal funds
from consolidated programs must be significantly greater in
order to reflect the normal load that would have taken place
had the exlsting programs remained 1n effect.”

Then, skipping to Manpower, as the last of our
recommendations:

"The policies of the National Governors Conference
called for the enactment of Federal legislation which would
consolidate Federal manpoweyr programs.

"Recommendation: The consolidation of programs."

The President has announced that he intends to submit

to Congress legislation to consnlidate exlistling manpower programs.



The Committee urges the prompt enactment of such
iegislation.

The Committee also urges that the leglslation pro-
vides that Governors be glven both the responsibllity and the
authority to deVelop and lmplement a ¢oordinated State manpower
program,

Governors should assure that States have a compre-
henslve manpower agency which has the gap@clity to administer and
unify the system of manpower services,

(b) Job Opportunities:

The Committee urges that Federal actipn be taken
to provide job opportunities and tralning as a traneitcion to
permanent employment for those who are unemployed or under-
employed because of adverse economic conditions.

Sugh a program would be Federally financed and allow
for contractling with private sectors for job opportunitles.

The Committee, therefore, urgently requests the
Federal Government to act promptly on these proposals aiso,

Gentlemen, that ls the extent of the recommendations.
I think that one of the things. that clearly comes out of this
meeting, and 1 want to congratulate ouf National Governors
Chalrman, 1s the Amportance of the gcontact between the Governors

and the Congress, No longer can the three levels of Government
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operate independently of each other because no one of us can
meet the nation's problems alone, and 1 think 1t 1s essential
that there be developed, such as was developed this morning
in the Senate Committee, the suggestion from the Senate Finance
Committee that the Governors create a Committee of three tegh-
nical people to work with them in the development of legislation.
I talked to John Byrnes and he saild they would llke
the same. This would be {rue of Welfare, If we can start
doing this, so tbat they don't pass programs and then when we
g0 to execute those programs they find out that they weren't
really what they thought they were golng to be and then when
we ask for the money they say we never expected it was going to
be that kind of request.
1 think we can save a great deal by much closer
cooperatioit and I think, Mr. Chairman, your leadership here

today and yesterday has contributed immensley o hoth the

atmosphere and the substance of this relatlonship.

Thank you very much,

\(applause)

CHAIRMAN HEARNES: There may bé some dilscusslon or
questions to pose to Governor Rockefeller, but I think before
we do that or open 1t up for discussions and questions, anbtther

Committee also visited at the same time, and I would like to




24

call on Governor Rampton of Utah for comments and then we will
open up the discussion.

REPORT OF THE HONORABLE CALVIN L, RAMPTON,

GOVERNOR OF UTAH, CHAIRMAN, COMMITTEE ON

EXECUTIVE MANAGEMENT AND FISCAL AFFAIRS

GOVERNOR EAMPTON: Gentlemen, as was the case with
Covernor Rockefeller's Committee the fact that the subject of
revenue-sharing was being handled eisewhere did not preclude our
talking about 1t. It is much like the subject of sex at a
bear's bull sespion, Whatever, we started talkling about, we
ended up talking about revenue-sharing., It appears to be a
matter very much on the minds of most of us at the present time,

In our Committee, we are mot entirely certain as to
the divislon of responsibility in regerd to revenue-sharing
between our Committee on Executive Management and fiscal affalrs
and the 8Special Subcommittee.

At the time the Specilal Subcommittee was appointed, I
assumed we had in mind only general revenue-sharing and we need
further directfion from the Exeautive Commlittee as to whether
or not special revenue-sharing in the six categorlies that have
been indicated should be handled by the Special Subcommittee
or by the Committee on Executive Management and Flsgal affairs.

We feel that this should be determined very quickly
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because 1t is our understanding from presentation made here
vesterday that the President's proposal in these six categories
wlll start moving to the Hill within the next few days and it
is quite important that we be in a position to react to the
proposed formulas in each of the sections that are being set
up. S0 I strongly recommend that that matter be determined be-
fore we get away from here, if we could, Mr. Chalrman.

Other matters that our gommittee declded should be
reviewed ard reports made on during the interim between now and
the fall session are the question of Federal government, not so
much that we should tell the Congress how 1t should structure
the upper Federal government as we have a deslre to be able to
react to the new departments as they are ¢reated. DBecause
what the structure of the Federal Government ls affeets very
iargely how we deal wath them on a State level. And s0 1if 1s
highiy lmportant, we feel, that we should follow closely the
matter of reorganization and where we feel the input from the
Goverrors Conference to the Congress in thls field might be
helpful, that it should be provided.

We feel that we should watch the guestlons of multi-
State reglonal commissions. We understand that it has tenta-
tively been decided by the White House to recommend the

folding of the Title V commisslions as well as Appalachilia into
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one of the six special revenue~sharing categories, We feel that
we should walt to see what 1s actually done and then thevatti-
tude of the Governors Conference should be made known to the
Congress in regard to this matter.

There are four spec¢lal flscal issues which we feel need
review and watching over the next few months. These are the
guestions of interest exemptions on State and Munlelpal Bonds,
both conventional bonds and on the industrial revenue bonds.
The taxation of Interstate kusiness, The question of a Federal
value added tax and the proposed overview of the State and
local property taxes, It 1s the general feeling of our
Committee that this 18 not and should not be the concern of the
Federal Government and we felt that our Committee in this
Governors Conference 'should be in a posltion to reagt rather
rapldly if, in fact, thls proposal begins to take on momentum
in the Congress,

We visited this morning wlth the Ways and Means
Committee along with Governor Rockefeller's Comm;ttee. I think
it 1s fair to say that the Chalrman of the Ways and Means.
Commlttee and the Senlor Member of the Minorlty showed a
concern and an understanding of the plight of the cities
and of the State, but, at the same time, I think a frank

appralsal would have to indicate that general revenue sharing
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at the present tlime at least faces a very rough road in
that Committee,

In regard to the speciszl revenue-~sharing, although they,
like we, are waiting to see the fine print, generally the
attlitude of the two gentlemen towards special revenue-snaring
appeared to be favorable even if it required additional monies
to those obtained from the phased out programs.

The members of the Committee on Ixecutlve Management
and Fiscal Affairs, in addition to myself, are, Governor
Hathaway of Wgoming, Governor Anderson of Mlnnesota, Governor
Askew of Florida, Governor Bumpers of Arkansas, Governor Davis
of Vermont, Governor Dunn of Tennessee, Governor Lucey of
Wisconslin, and Goverior Ray of iowa.

Thank you.

{applause)

CHATRMAN HEARNES: If the Chair recalls correctly,
the Subcommittee on leneral Revenue Sharing was appointed
pursuant to actlon required by the Exeputive Commlttee of the
National Governor's Conference as a whole. I personaliy belleve
that that subcommittee has its hands full with that one par-
ticular subjegt.

I note a quorum present of that Executive Committee.

Unless I hear obJjections from that Executlve Mommittee, as
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Chairman, I would point this subject matter of special revenue
sharing to your Committee,

Hearing no obJjections -~ no objection --

GOVERNOR RAMPTON: With that understanding then,
Mr. Chairman, as the proposals g¢ome from the White House and
the proposed formulae become known, our Committee will take the
responsibllity of corresponding with, not only er own Committee
Members, but with all governors to get thelr reagtion to the
proposed formula and let you know so that you can make the
att.itude of the Govgrnors Conference known to Congress,

| CHAIRMAN HEARNES: Thank you.

GOVERNOR HOLTON: Mr. Chailrman,

CHAIRMAN HEARNES: Governor Holton. Is this discusslon?

Governpr Mclton of Virginia,

GOVERNOR HOLTON: Mr. Chairman, I would like also,
while we are on this inquiry, and this Ilnquiry comes from me
as a member of that Speclal Subcommittee on Revenue Sharing, and
I say thls: it was my understandlng last summer that we had
near unanimity among the Governors . in favor of the general
ldea of general revenuersharing.

I see,myself,né lessening of the support among the
Governors for that idea; the one proposed by Senator Muskle

and one proposal by the Administration. They are basicaliy the




same general approaches. And we on this Subcommittee have
operated throughout the time we were appolnted on the assumption
that this near unaminity still exicted., Now, we have got a
number of new folks and I think we ought to be candld about it.
My Jjudgment is that we are still very nearly unaninous on this,
but I read in the press some 1lttle diffevent suggestion, but
it seems to me as we sit here and debate this thing for a couple
of days that the alternative to take over Federal welfare as a
substltute cr as an alternative for general revenue-sharing
becomes not only less feasible tu® less practical because 1t
doesn't help enough of us. The alternative 1s becoming less
attractive. Now if anybody disagrees with that I would like
them to tell me so because I am on a Subgommlittee supporting it
ané I want to know where we stand.

CHATRMAN HEARNES: I think the Governor from Virglnia
1s pointing out the fact all of us recognize since the Natlonal
Governors Conference at the Lake of the Ozarks some 19 additional
governors are ncw part of the Conference. The Subcommittee was
following the mandate of the Conference as 1t exlsted.

I would Jjust Inquire whether any of the Confercrce’s
governor's present who are older Qovernors or the new Governorsif
they would like to make their own ldeas, or glve thelr own

ldeas about revenue-sharing. ;
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GOVERNOR McKEITHEN: Mr, Chalrman, I am a member of
Governor Rockefeller's Committee and I apologize first to you
and the other members of the Conference for my absence yesterday,
but we have Mardl Gras in New Orleans once a year, and there are
a2 million constituents there --

{lavghter)

The Governoyr of Virginia invited comments from various
Governers.

I have talked to a number of the leaders of Congress
about this proposal, and Members of Congress who are not leaders,
1 have spoken with them. I honestly must say that my conver-
satlions with them lead me to belleve that our chances of getting
Federal revenue-sharing, as the President sald in hils address
to Congress,'without strings attached and without certain con-
ditlons attached to it, are very slim indeed. I am very fearful
that if we push forward with revenue-sharing, what we are going
to have 1s additional Federal grants, telling us exactly how that
money l1ls to be spent, how many employees we a?e to hire and
the way it 1is going. That 1is my candid oplinion from my‘discus;
sions with various Hembers of the Congress. I think that the
likelilhood of our getting the Federal Government -- and I think
we should say this wlthout hesltation -- our own Federal Govern-

ment to participate more fully in the various programs they now
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have in effect and eventually, and I would hope not to take
over the financing of the various programs of which they have
virtually assumed control already -~ and I speak, specifically,
of course, immediately of welfare. And, as I say, I am sorry
I was not at the Committee Meeting yesterday when I understand
Governor Reagan gave many examples of the situvation in Calilornie,
But I think our likelihood of getting this 1is much better than
Just a pure revenue-sharing plan. I don't think there 1s any
likelihood at all of our getting a revenue-sharing plan without
strings attached to it. That is what I get from my <onversa-
tions with Members of Congress.

The Governor of Virginia asked for comments and I
think it 1s fair that I should give %Zhem., I think our chances
of getting additional money from the Federal Government are
virtually nil.

I can't c¢cnncelilve, for example, of my own delegation,
through the seniority system, and I think through their own
efforts, and they have demonstrated abllity to lead. but I just
can't concelve of that delegation voting additional taxes or,
as you saild today, Mr. Chalrman, Increaslng the Federal debt
limit to glve us additlonal money to do with as we please.

If they are golng to give us that money and have to
raise additional taxes to do it, or ralse the debt limlt to do

it, I think we can certainly reason that they are golng to tell
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us how to spend it. That 1s my candld observation and I would
not have said that had the Governor of Virginia not invited
comments.

I think the llkelihood, as I say, of thelr taking over
welfare ~- and 1t‘should be taken over -- for example, a family
in Mississlippl, as far as I am congcerned gets less from Welfare
than a family 1in Ioulslana gets. That 1s true tocday. I the
people in Mississippl, for example, ever are given the goud
word or get the message that they can move to Loulsiana im-
mediately and increase thelr welfare payment two or three times
over, we can all make some investments in the Greynound Bus
Lines stock. Some of you States are even more liberal than
Loulsiana.

(1aughter)

CHAIRMAN HEARNES: I thtzk the Governor from Louisiana
in the State for Welfare.

GOVERNOR McKEITHEN: Thnat 1s one of the pressing
reasons why the Féderal Government should take that program
over,

We have attempted to get children off the welfare
rolls, and we have attempted to lmprove our welfare programs
but the Judleclary has traditionally and consistently stricken

1t down. Therequirement that you must be in Loulslana a year
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before you could get welfare -~ the Judiclary struck it down.
The man in the home, a person 1in the home able to work should

be made to take care of their little children, the Federal
Judiclary struck it down. And we are virtually helpless about
our own program. The only thing we are ¢alled upon to do 1is
pay. We have a lot of indigent people in our State in desperate
need., As the roils get larger, we are forced to cut down the
payments to these in actual need,

I think we have a strong argument, as you may or may
not agree, t©o have the Federal Government take over the welfare
progyram,

I think the chance that this Congress is golng to give
us a 1ot of money without telling us precisely how 1t should be
spent, I think l1s almost nil.

CHAIRMAN HEARNES: Thank you very much.

GOVERNOR McKEITHEN: I made thls statement because it
was invited by the Governor of Virginla.

CHAIRMAN HEARNES: I know he appreclates discussing
this matter.

(laughter)

GOVERNOR McKEITHEN: He asked for candldness,

CHAIRMAN HEARNES: At least the indication here, as

faer as the Chalr is concerned, I think Governor Holton and
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Governor Scott and Governor lMandel feel that they have €0 paap
not only from the Governors who they have served with before,
but the new Governors, and they have invited this disgussion
and I think 1t is very healthy.

The Governor from New Yorik has gsought recognition to
respond briefly and the Governor from California and the
Governor from North Carollina.

GOVERNOR ROCKEFELLER: HMr. Chairman and gentlemen,
just In response 1 haye two observations. We have a delegation,
a large delegation here from New York. The Republicans have
all supported the till and all but two of the Democratic members
have been opposed to it; bnowever, all of our delegation, or
virtually all of it, is in agreement that 1if revenue-sharing
came out on the floor of the House now it would pass. I think
this is a very significant thing. Sc when a distinguished
Member of our Committee feels that it won't pass, in my oplnion
it ls an appralsal of the leadership.

Secondly, I would like to sort of predict maybe that
the following would happen, that 1f action 1is not taken to re-
lieve thls c¢risls that we will go through into the summer and
the clties are the ones that are going to be under tremendous

binds. The finger in the cities is golng to be on the Congress-

men. There 1s no other place that any ody csn g6 for meney.
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The States haven't got 1%, the cities can't ralse it and I think
towards summer the Congressmen from our blg c¢ltles are golio ©o
have a very, very strong change of heart and they are going to
be down here with a éifferent attltude, And I think maybe we
are goilng to see a change because 1t is the only way that money
can be gotten to all of the Stateg and all of the communities
on an equitable basls. You can't do 1t through welfare., We
would love To have welfare taken over, It would be $2 billion
for New York, and again, there 1s no place else for them to go
for it. So I think they are going to come out with revenue-
sharing before this Session 1s over,

CHAIRMAN HEARNES: Before recognizing the Governor from
Callfornia, it Just seems to me that in September we wlll find
out who has the best cerystal ball, the Governor from Louislana
or the Governor from New York., We should know by that time,

The Chair recognizes the Governor from California.

GOVERNOR REAGAN: Mr, Chairman, with all due respett to
our colleague here from Loulsiana, at a meeting this morning
with Senate Committee, through Chairman Long, on Human Rescurces
and Welfare, naturally, as Governor Rockefeller said, we did
touch on Federal sharing. And the consensus, I think, of what
we came out with after the lengthy meeting with this Committee

was the bellef that we have an immediate problem of the crisis
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facing the States and communities. We have an immediate problem
with regard teo correcting some of the things that are wrong wlth
welfare, that is, in connection with this same [inancial c¢crisis,
And then a longer range plan with regard to establishing, such
as through Federal sharling, the money problem, and at the same
tilme a long-range reform totally of welfare, 1 cannot agree it
is different to talk about the Federal QGovernment increasing and
taking over the financing of weifare, but if we are suggesting
the Federal Government administering welfare in our States, then
I have to say that we are asking for disaster because we are
throwing the ball to the same people who have fumbled it already.
They created this monster. It doesn't work. It is a disaster,
and we are stuck with it.

In California, we have had a task force working with
welfare for the better part of the year and we are now prepared
to go before our Leglslature next week with a program on total
welfare reform, which depends, in part, not all of it, but in
part, on getting some experimental walvers from HEW here in
Washlington,

| We discussed those thils morning with the Committee,.
We have been told by the representatlves of HEW that part of
their problem was if they granted us those walvers they would be

up agalnst trouble with the Committee. We have the assurance
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now after meeting wilith them that the Committee 1s going to send
a letter to HEW telllng them that they encourage the granting
of walvers for the States to make these experiments. They
then, based on some of the reports we gave on faillures in
developing, suggested that they themselves were willing prior
to long-range welfare to meet some of the problems. There is
no one in the United States today who can determine how many
people are on welfare. They can only determine how many checks
are belng malled. There 1s no way to know, and I suspec¢t it¥
is a greater number than anyone here realizes. There are
people who are ¢éollecting four and five welfare chegks under
four and five different names and there is no method of iden-
tification. 1Indeed, the regulations prevent us from even
c¢hallenging the affidavit or forcing into proof his eligibllity
under thls program,

They are wllling to try to get passed a law that will
provide for such ldentification and that will provide a
serious penalty for anyone who is committing this fraud on
welfare,

We have asked also Iln our reform program, we have sug-
gested the thirty and a third formula of the Federal vaernment
to provide incentives and incentive of welfare reciplents to

take jobs. That has now been so violated, and it was passed



wlth the best of intentions, that it is an absolute necessity
that we have a ¢elling put on earnings, a 1limit above which

no one goes and also be permltted a supplemental welfare grant,
And some gurtailing in the welfare grant that those ceople who
have earnings, and all of us were agreed this morning that

at the basis of this is compassion begause we believe that the
person toially destitute and depending on welfare 1ls getting
enough for a decent living,

We in California are basling it on the ldea if we make
the reform we can reduce our budget by $700 millicn and a part
of that $700 million is Federal money, part of it is county
money and a part is State; but, at the same time, in doing it
we will Increasé the benefits to the totally destitute, Now
we were told by the Committee at the end of thls discusslon --
and 1 have been disappolnted, let me interject this statement
-- over the years wlth meetlng with the Governors 1 have had a
great faith in thls Federal system of ours but I have also had
a susplcion that none of us around this table realize our own
mustle, We are the leaders of the 50 States -- 50 svverelgn
States that make up thils federation and we pass resolutions and
let them dle here in Washington because all we do 1s write
something on a piece of paper. But 1f the 50 leaders of 50

States, we go home and carry the message tc our people and then
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tell our Congressicnal Delegation that we are speaking the
sentiment of our people, and if there is one sentiment preval-
ent In this land today our people, regardless of party lines,
want, I think, thls addltlonal help from the Federal Government
in revenue=sharing and they want an end to what they think is a
disaster, and a disgrace on the present welfare system, And 1
Just don't believe that our Congress can hold out if we come

as the leaders, and it was confirmed this morning when this
Senate Committee told us that if we could produce 40 of the HO
Governors &asking for these reforms now and these changes in
welfare they belleved it would strengthen thelr hand at the
place they c¢ould deliver this to us. They want to hear 40,

at least, of the 50 Governors telling them that this is what
we want them to do,

Now, Governor Rockefeller told you that they asked
for three technicians, 1f we ¢ould provide them full-time,
because they said they don't have any lnput at all from out in
the filring line where we are dealing with welfare as to how 1t
works and what the shortcomlngs are and what the loopholgg are
that permit these abuses,

I ¢an tell you now that Callfornlia has volunteered
one and we are already at work on a program and we are goling

to provide a full-time expert to this Committee on the welfare
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problems to reveal to them that what looks like a good law here
in Washington, when you get out there the welfare workers scan

for the locpholes and it becomes a means whereby in California

we have people whose combined welfare grants and earnings total
as much as $16,000 a year, and we don't think this is what the

pecople Intended when they passed it,

I believe that the Governors around this table betore
they leave Washington make not just a dissenting voice raised
but an affirmative volce raised that we want this Federal sharing
and we want these laws and this reform of welfare, I think we
can drop a iittle bomb that wlll wake us up and we will realize
how mu¢ch muscle we have,

{applause)

CHAIRMAN HEARNES: Thank you, Governor of California.

Before we go to the Governor of North Carolina, the
Chair notes wlth pleasure the presence of two former Governors,
the former Governor from South Dakota now Assistant to the
Vice President in charge of intergovernmental relations, Nils
A. Boe.

Will Governor Boe please stand and be recognized,

{applause)

I also note wlth pleasure thg presence of an old

friend and former Governor from Michigan, now Secretary of
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Housling and Urban Development, George Romney.

Governor Romney.

(applause)

I will recognize the Governor from North Carolina.

I want to call your attention that if we could, after the
Governor from North Carolina has finished, if we could take the
other three reports and have the Committee Chairmen make their
reports, then we cou;d go back to further business and pick up
any discusslion we want to on any of the six topics.

I regegnize the Governor of North Carolina,

GOVERNOR SCOTT: Thank you, Mr. Chairman, I will be
very brief. I would like to point out to the new members of
the Conference, and remind all of them that really the position
of the Conference is supporting both of these missions, general
revenue sharing and the gradual phasing out the State and local
costs of welfare programs, and so there is nothing Inconsistent,
and the thing that disturbs me about what I get going around
and reading this 1s that it begins to be an either/or proposi-
tlon. Elther we are going to have the Federal assumption of
the cost of welfare or we are going to have revenue sharing,
when, lndeed, I look upon these two as different things which
can be used to assist the State and local governments. I don't

see really that there ls any reason for anyone not belng abie
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to be supportive of both.

BAs I recall at the Lake of the Ozarks Meeting, the
Conference, although not unanimous strictly, because I do be-
lieve there were one or two votes that were either cast as
negative or simply abstained, they were pretiy much unanimous.

I recall yesterday the remarks of our c¢olleague from Pennsylvania
who had to leave to return to the State and his problem, of
course, ls immediate relief, begcause as I understocd his con-
versatlon, unless he was able to swing one or two votes in his
Senate this week, he was going to be out of buslness almost

next week. He had to have relief right away and the assumption
by the Federal Goverament of welfare costs would be an immediate
way of relief -« the quickest way, I shouIGISay.

And while the revenue proposals are belng worked cut --
and I see nocthing inconsistent -- he said himself he wasn't
opposed to 1t -- and I think 1t has been implled there is a
divislon among the Governors on this. I think that all of us
may have some questlons about the many detaills, but the polnt 1s
getting the proposal established and getting something going.
The overriding factor 1s the need of our clties and States for
financlal rellef., I think those two proposals are foremost in
our minds, and I am supporting both of them. |

CHAIRMAN HEARNES: Thank you.
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Before we take the next report, I would like to aslk
those people in the rear of the room to please take your seats,
Governor Evans, 1f 1t were possible, I would like to
have your report along with Governor Curtis and Governor Smith
and then we will get back to a discussion of all the topics.
I would like to call on Governor Curtis at this time,
Chairman of the Committee on Natural Resources and Environ-
mental Management,
REPORT BY THE HONORABLE KENNETH M. CURTIS,
GOVERNOR OF MAINE, CHAIRMAN, COMMITTEE ON NATURAL
RESOURCES AND ENVIRONMENTAL'NANAGEMENT
GOVERNOR CURTIS: Mr. Chairman and fellow Governors:
Today I think there is an almest endless number of
environmental needs and environmental interests that we need to
occupy ourselves with, Our Committee doubts very much that we
could do Jjustice to all of these areas between now and September.
Sb, through our own Commlttee meeting yesterday morning and
through subsequent meetings with the Secretary of Interior
Rogers Morton and William Ruckelhouse of the Environmental
Protection Associatlon, and Senators Gaylord Nelson, John
McClellan and Ed Muskle, we have developed our program for
action.

I will take a very few moments to outline these areas



44

and then to briefly discuss the points of general Interest which
emerged through our discussions wlth the Senators and with
Government officlals.

With regard to the task force program for the rest
of thils year, I am very grateful to the many Governors who
replled to our request for suggestions as to the areas in which
we might concentrate thils summer,

On the basls of the most frequent suggestion in cur
letters, and with the thoughts of the cther members of the
task force, we have decided to concentrate Iln three basic areas:

First, to ¢oncentrate on developing and implementing
policies designed to harmonize our industrlal growth; particu-
larly, our energy needs with environmental protectlon.

Second, to assure the highest possible level of
Federal funding to promote our future long-range cleanup
efforts and repayment of the Federal Prefunding Committee to
the sStates.

And, three, pollcles to foster plans and implement
necessary land use guldance centers with partlcular emphasis
on the rapldly overc¢rowdling situatlion 1ln our coastal areas,

I wés personally encouraged, as 1 know other members

.

of the Committee were, to dlscover that both the Senators and

Government officlials with whom we met shared these areas of




45

concern. And, in particular, 1t was the unanimous feelling %hat
the water pollution control must be encouraged if Federal
credibility in thils area is to be maintzined, The Administra-
tion will more than double its last year's efforts to $2 billion
annually over the next three years.

Senator Muskie has a bill which would provide $2%
billion a year over the next fiQe—year pericd.

Mr. Ruckelhouse foresees a considerable possibility
that the Congress will go beyond the §2 billion merk in this
particular area.

In our meeting with Senator lMuskle, he Informed us
that hearings will be starting very soon on these matters and
these would be concurrent hearings and the purpose would be
to try and combine the very best in both his blll and the
Administration's bill,

Now, it was on the encouragement we got from the
Administratioﬁ and the Congress -~ and I would like to say our
Committee felt that the Governors should not relax feeling that
they are going to be repaid, have the money refunded or get
this $2 biilion figure. I think we would like to urge you to
continue to press into Congress this whole effort.

Senator Nelson and Senator McClellan requested a

meeting wlth us to present several matters which I would llke
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to bring very briefly to your attention.

Sepnator Nelson wlll be sponsoring a Congressional
Resolution based on the National Governors Conference resolve
last year that we proclaim the third weck in April to be
Earth Week 1n all our States., Senator Nelson particularly
felt that Eérth Week willl have an impact, particularly in ocur
schools that will lead to wldespread environmental education
next fall.

'Senator MgClellan has yesterday introduced some
enabling legislation to give to the States advance approval
from the Congress to form Inter-State antipollution agreements.

The National Governors Conference will he forwarding
thls material very shortly to you along with model legislation
for your révieww

Our task force plans to remaln active In these and
other areas in order to implement the Natlional Governors
Conference position, And, in particular, we plan to testify
on relevant blll before Congress and continue to communicate
with the Administratlion officials,

We would also like to state that we will continue to
welcome the guldance and advlce on environmental matters from
any Governor,

This 1s a rapidly developing area in which many
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important 1ssues could be developed between now and Septembex.
We are perfectly willling and abie to work with you before that
time,

Lastly, I would like to compliment the Chairman for
the very effectlive meetings that he arranged with the Congres-~
sional leaders, whereby we had an opportunlty to make these
points to the Congressional leaders. I think what is sald to
be the most urgent l1s that of full-tlme water pollution
projects that there 1s conslderable interest in the Congres-
sional leadership on both slides., I don't know what your plans
are in the pericd of time remalining, but Mr. Ruckelhouse 1s
here, fdministrator of the Environmental Protection Agency.

He has been most helpful to us and he will be avallable for
questions at whatever time you want to ¢all on him, Mr. Chairman.

{applause)

CHAIRMAN HEARNES: Thank you, Governor Curtis.

Let me say we have had this problem at every
Governors Conference. It 1s very difficult for those making
a report to make it and for those trying to listen to hear it
unless we have the cooperation from the rear of the room,

I would like to ask you once more if you please, in
the rear of the room ~-- and everyone in the rear of the room,

please take yiu. ~-"ts. We are very happy to have you here,
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The Chair will now réeognize the distingulished
gentleman from Texas who is the Chalrman of the Committee on
Rural and Urban Development, Governor Preston Smith.

REPORT BY THE HONORABLE PRESTON SMITH,

GOVERNOR OF TEXAS, CHAIRMAN, COMMITTEE ON

RURAL AND URBAN DEVELOPMENT

GOVERNOR SMITH: Mr. Chalrman, my colleagues and
distinguished guests: certainly 1t 1s an honor for me to
present the report of the Commlttee on Rural and Urban Develop~
ment.

Those distingulshed Governors who serve on this
Committee are Governor Tom McCall of Oregon, Vice Chairman;
Governor Cahill of New Jersey; Goyernor Exon of Nebraska;
Governor Gilligan of Ohio; Governor Hall of Oklahoma; Go&ernor
Knelp of South Dakota; Governor Moore of West Virglnila and
Governor Ogilvie of Illinois.

Also I do note that we have Secretary Hardin and
Secretary ﬁomney with us who will be called upon to make a few
remarks.

I was quite intrigued, Governor Reagan, by the state-
ment you made so far as the muscle that the Governors might have.

Now, we have that muscle thils year because I think

most of us will not forget that thls is the year of Congressional
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redistricting and it might Jjust be possible that they will talk
with us about some of the problems confronting them.

Now, a full report of this Committee is before each
of our Governors. My report will be highllghting, more or
less, the Committee report.

The policy posltions of the Natlional Governcrs
Conference adopted 1n August, 1970, recommended that the
Congress and Adminlistration should develop a comprehensive
national community development pollicy with the effectuating
funds, agencies and programs,

The policy position pointed out that the formulation
and implementation of such a natlional community development
policy, in coordination with State development policies, is
essential to achleve the objective of balanced growth,

The baslic responsibility of the Committee on Rural
and Urban Development will be one, to continue to press for
the adoption and implementation of a national community develop-
ment poligy, as outlined in this rep&rt of August, 1970,

The Commlittee applauds the action of the 9lst Congress
in the passage of the Housling and Urban Development Act of
1970, in whieh the President is requésted to submit to the
Congress a report on urban growth, The report in February,

1972, willl contain an evaluation of the progress and effective-
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ness of thelr efforts designed to meet urban problems and to
carry out a national urban growth policy.

The Commlittee on Rural and Urban Development believes
that the repoft on urban growth can be the basic document on
which a national policy is articulated.

At this 1971 Midwinter Meetling of the National
Governors.Conference, the Committee on Rural and Urban Develop-
ment hasg agreed to focus 1ts attent;on on the major issues of
interest to the Committee which will be of significance during
the 92nd Congress.

It is the unanimous opinion of the Commlttee that
the States cannot be expected to significantly expand their
current efforts to assist rural and urban development without
aghieving immediate flscal velief from the Federal Government.
The National Governors Conference has long favored a consoll-
datiomr and simplification of Federal grant-in-aid programs,
Although the Committee wlshes to withhold comment on specific
issues, those relating to the creation of block grants for
rural and urban communltiles for development purposes untll the
proposed legislation 1s made public, the Committee enﬁorses the
concept of block grants for rural and urban community -develop-
ment. The many billions of dollars worth of unfund;d applica-

tions for community development assistance through the Department
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of Agriculture, Housing and Urban Development, make 1t impera~
tive that Federal funding for communlty programs not be re-
duced in the process of consclidating programs,

The Committee notes that at least 15 Stateé are
actlvely consldering the establishment of housing agenéies,
agencies to assist in the production of housing for low and
moderate lncome persons.

Twelve States already have legislation under which
State housing finance agencles are currently operating. In
additlon, housing activity in at least 10 States includeé the
establishment of State regulatory boards to facllitate the
introduction of industrialized housing.

As was stated in the policy decision of the National
Governors Conference, the Committee wlll continue to polint out
the absolute necesslty for the Administration and for the
Congress to provide for full cooperation wlth emerging State
housing instruments whenever housing leglslatlon ls considered.

The policy declsion of the Natlonal Governors
Conference states that the Federal agencies should support the
efforts of Governors and the appropriate State agencles desig-
nated by the Governors to beget, coordinate and plan community
development programs. The TO-~1l compretenslve planning assls-

tance program, that is the Department of Housing and Urban

-
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Development, has reached the polnt where 1lts scope and its
purpose have outstripped 1ts appropriations. Either a major
fund lncrease or a major reduction in scope during the next
fiscal year 1s needed to restore the balance. The President's
budget recommends an addlitlional $50 million over the cﬁrrent
level on apbropriations. The 70-1 program is o logical vehicle
for formulating State and local strategies in support of
national community development policy. However, its funding
level and administratlve procedures are lnadequate for thils
task. Rural development 13 a strategy of growth in development
on non-metropolitan America, a very great lmport for metropoli-
tan America. The central component of this strategy is to re-
direct the growth of our nation, in order to improve the con-
dlticns of the urban population.

I might polnt out at the same time it would increase
the rate of growéh of non-metropolitan America. "Rural America
encompasses about one-third of our population. It encompasses
most of the geography, the farmland, the forests, the resourges,
the minerals and fossil fuels, rivers, lakes and streams, fish
and willdlife, yet we might note that those who reside there are
not fully participating in our national economy; We lagck a
national policy to'encourag a balance of growth and full use

of our resources.
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Now, a variety of types of asslstance is essential
and will be needed 1in Implementing a national pollcy on balance
of growth and the following, I thlnk, for example, which would
require resolutlon, there are several of them, lnthe first place,
comparative opportunity, employment and lncome for rural
Amerlca. Second, lncentlve to business and industry to pro-
duce a basic employment opportunity which would support new
growth.

Thilrd, assistance to lmprove and meet educatlonal
and health servlg¢es, housing and other community, water, sewer,
and solid waste disposal facllities, as well, I might point out,
as recreatlonal and cultural activities, Now there are many
of those that are in your report. .

This afternoon we extended an invitatlion to Secretary
Hardln, Department of Agriculture, to be present and to make a
few remarks and SeQretary Romney.

Mr. Chairman, if i¢ ié in order, I would ask
Secretary Hardin, because his schedule, I think, is a little

¢loser than Secretary Romney =--

CHAIRMAN HEARNES: Sec¢retary Hardin.



REMARKS BY THE HONORABLE CLIFFORD HARDIN,
SECRETARY OF THE DEPARTMENT OF AGRICULTURE

SECRETARY HARDIN: Governcr Snlth, and Members of
the Covernors Conference:

First of all, my apologies, Governor Smith, [lor not
being able to attend youf meeting yesterday but, as come of
you may know, I, at the request of the Preslident, did go down
to vislt the dlsaster avea of Mississippi, and I take advan-
tage of this ocgasion to compliment your colleague, Governor
John Bell Williams for the very efficient and effective organi-
zationvthat he put together to take care of that major dis-
aster in hls State.

I am very pleased to make just a few remarks about
the rural development part of the program. Governor Romney
will cover the-urban part of 1t. But the report, as Governor
Smith correctly polnted out, we do have a major problem in
rural Amerl¢a, and this is income. I think it 1s the number
one problgm. We have a situation, for example, in which farm
familles are recelving lncome, approximately three-fourths of
those of non-farm familles throughout the country. Or you can
measure it 1ln terms of return on labor or returns on capital
and you come out about the same way.

I hasten to add that there has been an improvement
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in the past decade, but not enough. Ten years ago these incomes
were 55% of the non-farm levels., Last year they were up to
about 75 to 76%, still a blg gap.

The new farm program that 1s golng into effect, we
think will help some. The industrlalization of some of the
rural communities would also help to add of{ the farm income
of many of these familles. This 1s one of the areas that we
want to keep stressing and this is part of the total effort in
rural development,

Many people have asked from time to time whether
there is going to be a rural development package. Let me
describe it this way: I don't think there ever will be some-
thing you can call a package submitted to Congress or anyone
else. Rather, it 138 a process, and the process is going on.
For example, in the Department of Agriculture, over this two-
year period; the total resources availlable t0 rural Amerlca,
the Department of Agriculture Increased by over $1 billlion.

The blg thrust is in the area of rural housing, the area
Governor Smith mentloned as one in which there are tremendous
slacks. And, in fact, the condition of rural housing relatlively
1s worse than it is ;n urban housing. It 18 Just scattered out
where you don't see 1t quite as readily, We did invest over

$1 billion in rural housing in ¢alendar 1970. In fiscal 1971,



56

it will amount to $1% billion, in addition to efforts thac are
being made to mske grants and loans to rural communities for
such things as sewer systems and water systems.

Rather than go on with the detalls of the program,

which many of you know well, let me say that all of the Federal

14

agencles have been and are belng urged to wovk as clesely a
possible with the offices of CGovernors and with the stafls that
you have, particularly those in egconomic development areas and
it will be our place t0 carry out whatever rural development
we 40 in conformance wlth the development dlstricts that most
of you have designated for your States,

I want to call your special attention to the State
USDA Committees whileh are made up of the heads of the various
Federal agencles, from the Department of Agriculture in your
States, who have been 1lnstructed to work closeiy with you
Governors.

I call your attention also to the very special
resource that you have avallable and many of you are using
at the county level. I am thinking here of the special soil
conservation service, the Farm and Home Administration, the
ASCS office,the REA and the county agents. All of these
people are knowledgeable and available to help in ever so many

ways to work wilth your orograms in rural development and we
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hope that you wilill make use of them.

The evidence that the President is tremendously
interested in this program is the fact that he has made one
of the packages of special revenue sharing rural development

I do not propose to go into the detalls of this
unless you have questions but certalnly every effort is belng
made to work more closely with State plans and to push more of
the declision making to the State level,

Thank you, Governor Smith, Mr. Chairman.

{applause)

CHAIRMAN HEARNES: Thnank you, Mr. Secretary.

The Chair recognizes the fact he was somewhat pre-
mature in lIntroducing the next speaker, Secretary of HUD,
Mr. George Romney.

REMARKS BY THE HONORABLE GEORGE ROMNEY,
SECRETARY OF HOUSING AND URBAN DEVELOPMENT

SECRETARY ROMNEY: ThankAycu very much, Governor
Hearnes. |

I am glad to have thls opportunity and I want to
congratulate Governor Smith and his Committee on the report
they prepared, We had an excellient dlscussion with them
yesterday and, 1in the main, concur with thelr report.

I would 1like to make one or two comments as a result




of informatlon we have that they may not have had.

Number one, the revenue-sharing program will not
result in any reduction in current programs. As a matter of
fact, the money flowing to the State and local governments
through the various categorical assistance programs, including
those recommended by the Preslident for next year; will increase
the amount of money going from the Federal Government from
$30 billion this year to $38 bllilon next year. That is an
$8 billlon increase that is proposed in the 1972 budget.

Number two, having had some part in your earlier
discusslion with respect to revenue sharing, and welfare and
other things as a matter of fact, Warren Hearnes and I intro-
duced the first resolution at the National Governors (Conference
on revenue-sharing in 1965 in Minneapolls. And, having been
Chaiyman of your Committee for about three years on that
subject, I would Jjust llke to make these comments that may
have some point:

One. There isn't any question in my mind that there
ls a neéd for a welfare reform and greater Federal support of
welfare incentives, but you have the opportunity to get that
and the Administration ls seeklng that. Now, if you focus
your effort entlrely in that area,you are golng to pass up

the opportunity to get a commitment in revenue-sharing and



59

correct thls imbalance in the way In which the revenues are
flowlng in thls country and being used.

Consequently, 1t seems to me, it is tremendously
important in terms of meeting your problems, the city'’s
problems and enabling us to do a more effectlve job to get
the revenue-sharing concept established, both the general
revenue-sharing concept and the speclal revenue-sharing concept.

I knew before I came down here that these grant-in-
aid programs were complicated, but I didn't know Just how
complicated they are., One of the first things I asked our
fellows to do In my department was to develop a flow-chart
on some of these grant programs that we administer,

They developed a flow-chart on urban renewal., When
we took office, it took 36 months to get approval of an urban
renewal application, Thirty-six months,

I have an exhliblt out in the hall of a typlecal city,
and the paper work stacks up to two and one-half feet. Now,
we have worked our hearts out to reduge that process to a
maximum extent and now we have got 1t down to 15 months, but
it still takes 15 months to process an urban renewal application,
And I think it is knocked down to about three inches high and
welghs about six pounds compared to 53 pounds. But it still

takes 15 months. And when you take into conslderation the
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hundreds of these programs, and the numbers that States “nd
communitles have to fill out in order vo get funds, and to get
funds for carefully specifled areas without the flexibility
for use.of those funds, it Just does not make sense, It is

a tremendous waste of effort.

Now, much has been made here of planning by the
Committee. You are famillar with the 701 program begause we
are providing each State with some money under the 701 program
for planning. Thls program does need additional funding and
the President's budget recommended doubling this money to
$100 million. And this money will be used importantly to
enable the States to do a more effective job in this respect
and also to enable area and local governments to do a more
effective job in this respect and to increase your capacity to
use these flexible funds that will become available through
speclal revenue-sharing, as well as the general revende-sharing
approach,

Now, in our case, we worked out the general formula
with respect to the urban community development portlon of the
revenue-sharing program. I could go into the detalls of it if
you want, but let me say this: 90% of the money -- 90% of the
$2 billion will flow through automatically and will flow through

on a basls where there 1s freedom of use as long as the use 1is
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within the framework of urban community development. ©So this
permits the local officlals to establish thelr prloritles and
determine use, without having to be bound down by these tight
categorical restrictions.

I don't think there 1is any question but this is going
to enable them to make more effectlve use of thils money.

Now, let me just touch on one or two points on housing.
in the balance of this century, if we can get rid of the con-
stralnts, as I am convinced we are golng to do as a result of
the progress we have made 1In the last two years, housing lis
golng to be the key economlc stimulator of our economy. It is
the major undeveloped market in America and I want to say to
you as Governors, if you aren't putting your State in a
position to take advantage of the housing opportunity then you
ought to get at it promptly.

Now, 1n the past two years, as a result of your
foresight and some effort on our part in connection with
operatlon breakthrough and some of our other programs, additional
States have adopted housing finance programs, so there are now
15 States with housing flnance programs, of one type or
another.

But 1n the perlod since these programs have been

establlshed and, except for New York, most of them have been
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establlshed in the last two years, 95 housing unlts have been
assisted by our Department through your housing agencies of
one type or another. This year, 30,000, $23 million in
subsldles set aside to be made avallable to these housing
finance agencies that you set up in your State, 1f you are one
of those with such a program.

Now, there are 11 States that have such a program
under consideration., I just urge all of you to take & good
hard look at 1t and we have further information 1f yocu are
interested.

Number two, 9 States have had the good judgment %o
recognlze the fact the bulk of housing in the future 1is going
to be bullt in factories, not on site. And 9 States have set
aslde local bullding codes as far as factory-bullt housing 1s
concerned by providing elther State factory inspection which
then permits that unit to be erected any place without regard
to the local building code or they have mandated State building
codes on the basis of established standards.

Now, there are 18 States that have such legislation
pending at the present time -- that 1is 32.

But the hard facts are 1f you want to take advantage
of this economic opportunity in the field of housing, you

should get your State ln a positlon so that at least the housing
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producers, the iIndustrlal housing producers 1ln your State can
produce for the market within your State, because they must
have a volume market in order to justify the tooling and the
Investment that 1s necessary. And, furthermore, I am hopeful
that Interstate compacts will have developed so that we won't
have to move in the direction of a national bullding code to
overcome the constraint on the ffee flow of Interstate commerce
Iin terms of materials and technology and other things that do
more to slow down thls increase 1n the cost of housing than
any other single thing.

Now, two more qulck comments:

Number one. The Preslident is putting an effort into
thls program that he has proposed with respect to revenue-
sharlng and Executive reorganizatlion such as I have not seen
him devote to any domestilc program. Obviously, he has been
heavily involved in the international fleld, but he 1s giving
time almost every day. He met with you yesterday. We had a
meeting this morning of the rational Black leaders on revenue-
sharing in which he particlpated. He furned up there and
talked to them for about half an hour on this program, He 1s
going out to Des Moines -- I hope this has been announced --

{1aughter)

he is going out there sometime, And 1 am sure that is going
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to be a vocal point out there, meetings with other groups and
so on; he means business, not because he is seeking issues,
because he 1s not. He 1s seeking actlon on this because of
the crisis that exlsts and thls leads me to my final point.
While I was still a Governor and while I was ¢hairman
of that committee, we took a look at all of these alternatives
and I just want to say to you that there 1s not a ghost of a
chance of getting any welfare approach that will provide
equity between the States and, fﬁrthermore, it won't establish
a basis for a continuing increase in the source of funds that
you badly need and can only get through general revenue-sharilng.
I say that because you ¢ould take the c¢utbac¢k of
Federal expenditures, and elbow room for taxes, and I don't
know how long it will take to get that., It would take an
awful long time to get the Congress of the Unlted States to
cut Federal expendltures. I happen to believe in that philos-
ophically. If I thought it had a ghost of a chance in dealing
with the crisis we face, that 1s what I would favor as number
one, but 1t doesn't have a ghost of a chance.
Now, the second thing that I would favor philosophic-
ally is tax credits. But, again, there isn't a ghost of a
chance of getting that in a reasonable time, and even if you

dld States have constitutional and other problems they have to
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deal with, and the cltles have problems and they can't get
Immedlate relief from that approach.

And the only other alternatives you have are to

increase the money flowlng through these complicated, expen-
slve, wasteful categorlical assistance programs which have
proven futile. Now, I happen to have to administer 73 of them
and the statutes and regulations are so thlck and so compli-
cated that 1f I spent all of my time for the next two years,
I could only read half of them. Nobody understands them fully.
You can't do 1t. They are too c¢omplicated., People can't take
advantage of them, We need a simpler approach and that I1s why
I am for revenue-sharing, both special and general,

Thank you very much,

{applause)

CHAIRMAN HEARNES: Thank you, Mr. Secretary,

I am speaking for all the Governors 1ln saying we
are always happy to have you before this Conference.

And now, to present the last Conference Committee
Report, the distinguished Governor from Washington, the

Chairman of the Committee on Transportation.
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REPORT BY THE HONORABLE DANIEL J, EVANS,
GOVERNOR OF WASHINGTON, CEAIRMAN, COMMITTEE ON
TRANSPORTATION, COMMERCE, AND TECHNOLOGY

GOVERNOR EVANS: Mr., Chairman, I find myself in an
unenviable position for several reasons. One, we have super-
saturated this Conference wlth revenue-sharing and I find it
difficult to get the attentlon of this ¢rowd on transportation,
so I wlll try to relate 1t to revenue-sharing.

Second, 1 am last on the schedule and I know everyone
Is anxious to retire, and, third, I have a colleague who I
hope to have on the program with me, and he is the Secretary
of Transportation, but apparently he has got transportation
difficulties in getting from his office here., I hope he
arrives before I am through.

Our Committee met with the Secretary and with his
top administrators, and this morning with the Senate Commerce
Committee under Senator Magnuson's chalrmanship.

At both meetlings the main subject of conversation,
and I think the most important single area of responélbilit{
as it affects the States 1s the fleld of transportation, in
the development of a natlonal transportation policy. This 1s
a current and important issue as far as every State is con-

\

cerned because you have in your hands right now a highway need§
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study on which you are to report by April 1st. The other modes
of transportation needs study will ask for your reporting by
September 1lst. The Se¢cretary must submit the primary highway
or transportation polic¢cy to Congress in May. So this develop-
ment of a comprehensive 1nter-modalVtransportation policy for
the nation is something that 1s current; it is Important and it
will &ffect every State in its ability to carry out its trans-
portation responsibliitles for many years to come.

Tied closely with that ard subject perhaps to the
most questioning at the meeting this morning is the question
of flexibility between the various funds set aslde for trans-
portation. This, as you remember, those of you who were here
last year, was the subjJect of considerable comment at the
Governors Conference. There is a very high degree of interest
on the part of the Se¢retary and the Department of Transportation
and, frankly, I was surprised by the interest shown by the
Members of the Senate Commerce Committee on this concept of a
limited flexibility of the Governors to transfer funds between
the varioug modes of transportation to suilt and fit their own
priorities as they relate to meeting the national transportation
pollcy.

A third element and one I know we have worked on for

several years -- I wish the Secretary were here to hear this and
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I will ask him to comment on it when he arrives -- is the
determlnation that we should not be subjegted as we have been
in past years to the cut-back or the freezing or withholding,
particularly now when we are trying to stimulate the economy
of this nation, This cut from authorization or even appropri-
ation by the Adminlstration, and these have ccCcurred 1in both
Democratic and Republican Administrations, leaves the State in
an Impossible position in trying to manage a continujing trans-
portation program, particuliarly a continuing highway program.
Let me turn for a brief moment to one of the other

major elements of our Committee's activities, technology, and
I will try to relate for you why I think transportation is so
Interrelated with revenue-sharing.,

| In terms of technology and sclence, we are worklng
with the Governors Committee on Sc¢ience and Technology, and
one of the items we are goling to attempt to accomplish durlng
the remalnder of thls year 1s to work with each of you as
Governors to seek out your ldeas on the use of technology,
the use of new technology in exegcutive decision making, 1 know
that many States of this nation have found methods, new methods,
new technology, new dlscoverles and are using them wisely and
well in their'ekecutive decision making processes,

We are géing to attempt to bring those together, to
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put them in a form they can be transmitted to all States for
your use and benefit in the years to come.

And now, finally, the relationshlp of transportation
and particularly transportation trust funds to revenue-sharing.
I don't knéw about all States; but I do know that my ocwn State,
in my own State, we have a very rapidly increasing pressure to
eliminate or to drastically change the present Constitutional
prohiﬁition that we have against the use of motor vehicle funds
for other purposes. They are Constitutionally protected and
¢an be used only for highway purposes., There are rising demands
for eliminating that Constitutional protection. There are con-
cerns being expressed ln Congress today about the whole ¢oncept
of trust funds for highways or for transporﬁation with the
other pressing needs that face the natlon and that face the
States.,

One of our reasons for urging the flexibility of
transportation funding was to help insure that transportation
collected monies would still be utilized for transportation
purposes. But I c¢an assuré you that the demands for changing
or diverting these revenues to general purposes will continue
to Increase unless we have through revenue-sharing an easing of
the pressures on the State and local c¢ommunity, It has come

down to the point where it 1ls goling to be very difficult for
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any of us to suggest that 1t 1s more important tc continue a
good and safe system of highways at the expense of people in
our State who are hungry, who are sick, or who lack shelter.
Those most basic of services are what we are atvempting to
provide, and find impossible t@rprovide under our present
revenues, one of the most dramatlec needs for revenue-sharing
and 1lts relationship to transportatlieon, and 1 velieve very
strongly that without revenue-sharing we are scon going to see
pressures we wlll not be able to wilthstand on the use of trans-
portation collected monles for non-transportation purposes and

we willl see, as a result, a deterioration of our transportation

system.

Mr. Chalrman, I have finished. The Setretary is
here.

I am delighted to present him to you, and I don't
know Jjust when he came Iln -- and I don't know exactly what
you have heard -- but I hope you can for a few moments discuss

particularly national transportation policy and any words you
would like to share with us on the c¢oncept of full authorizatlon
of monles in the Trust Fund so that States c¢an continue %o p.an,
It would be eagerly awalted by everyone.

Former c¢olleague, Secretary of Transportation,
John Volpe.

(applause)
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REMARKS BY THE HONORABLE JOHN VOLPE,
SECRETARY OF TRANSPORTATION

SECRETAEY VOLPE: Thank you very much, Dan,

Something funny happened to me on the way over here,
the Secretary of Transportatlion got stuck in a traffie Jam.

I didn't hear very much of what you had to say, Dan,
so I can't come back at you with anything. I didn't hear what
you had to say, except the last two minutes' worth.

First of all, 1t is gocd to be back with my colleagues,
former colleagues. Since vacatling the Governorshlp, as we call
it in Massachusetts, in January, 1969, I have attended, I guess,
more Governors Conferences than 1 attended as Governor ~-- flve
of them, 1in fact, over & two year period. But I am just de-
lighted to be here after what I think, at least for me, and 1
trust for Dan, and the Members of the Committee yesterday,

& very productive session on this review of the fundamental
policy and program that we have undertaken during the past two
years and the path in the road that lles ahead ol us.

Il can assure you that our Committee is a no-nonsense,
solid group, and we had a real shirtsleeve sesslon. I had
present with me, not only my own segretary, Deputy Secretary,
Asslstant Secretary, but also the Administrators of our various

agencles so they also could be questioned.
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I don't know exactly what Dan touched, but 1 am just
golng to forget these cards and just say, frankly, as we see
our mandate, it is really to move pepple and goods rather than
Just wvehicles which I am afrald sometimes 1ln the past thought
In terms of moving vehlcles rather than people and, of course,
goods., That 1s important to people and to our commerce,

Let me say that we have tried to develop also, and
done everything we can to bring about more balance in the
transportation systems in this country. And I say systems and
not networks because we have had basically a series of networks
rather than a system and if we aré going to really move people,
and move goods efficiently, anq safely, then we have to think
in terms of balanced transportation and we have to think in
terms of Inter-mode transportation so that these modes can serve
one with the other and do so on the most efficient basis.

To that end, we moved in 1969 and in 1970 the fruits
of our efforts really pald off together with the premendous
amount of help that we recelved from many of the gentlemen in
this room today in connectlon with leglslation which was passed
on a non-partisan basls by Congress last year, That legislation,
as most of you know without my goliyg into any detall, primarily
1pvolved the urban mass transportation or public transportatlon

bill, the Airport -- Alrways Blll, the Rall Passenger Service
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Blll, and I know I have seen a few Governors already about why
they don't have some of that railroad money through their States,
or more than one part of the State, Let me assure you that had
we not taken the action we did, I am firmly convinced that
wlthin five to seven years we would have had no railroad
passenger service in this country with the possible exception
of the northeast c¢orridor alone, |

We believe that if we can start off with a basic
system, which I think we now have in my final blueprints, a
better State system than we started with, we will be able to
build on that. I think that with good equipment, with courteous
service, that we will be able to attract a great many people
back to railroad passenger service who for one reason or the
other have refused to use 1t or have decided they Jjust did not
want to use railroad passenger service that has been depleted
in many cases to a polnt where 1£ no longer exlsts in many
parts of our country.

I would hope that each of you would ¢ry to help us
in thls endeavor to make this a for profit corporation. These
are the words of the language of the bill. I didn't put them
in, Congress put them in. It is a for profit corporation. It
1s a Comsat type corporation which will endeavor ©o provide

service without subsidy.
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The initial investment on the part of the Government
is perhaps not as large as some people would have liked, but we
do make an investment, the rallroads will be making an invest-
ment. We are hopeful that as a result of imagination, innova-
tion and so forth, that wlll be utilized here, we are hopeful
that with a single Qorporation directing the efforts of rail-
road passengeér service instead of 21 corporations, that were in
many cases not'too well related to each other, that we will be
able to brihg about a restoration of the kind of service that
I think many Americans would like to use and which we hope we
will be able to provide for them.

In that connection, I might add also that we have a
Raill Safety Bill, with your help, that reserves in most cases
the ability of thé States public utility department to carry
on thelr responsibilitles but, at the same time, gives us the
responsibility in the overall that ﬁakes it possible for us to
really make certain we do get some genuine rall safety,.

We have had a great many other bills which time wlll
not permit us to go into, but let me Just say that I think
specifically the Urban Mass Transportation Bill, the Public
Transportation Bill, whigh I refer to 1ls one that the President

took a real personal interest in and he 1ls still taking a

personal interest in because he looks upon it as a public service,
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Just as you and I look upon public education or public safety
as a publlic service. And the flexibility which I think will
be provided through special revenue-sharing will enable us,

I think, to allow those States that have greater needs in one
area, one mode to bée able o use funds from other modes so
that that mode can be satlisfled and vice versa if they have
needs in whatever mode, they c¢an transfer from one mcde to
that mode.

It starts to glve us the filexibillty that I talked
about and I trust that in the months and years ahead we will
go even further with this type of flexibility.

One final word, if I may, Mr. Chairman, and Dan,
and former colleagues, 1 know that some of you may have heard
of a plane called "Supersonic Transport." I suppose this is
what you will have to pay for getting me over here, this 1is a
short commercial, but I would just llke to make one polnt, if
I may,

I know that Dan Evans, and he didn't put me up to
this, by the way; I don't imagine he even knew I was going to
mention 1t, and he will probably get mad because 1 do -- but
I hope that all of you recognize and know that this affects
44 States -- not one, or two or three, or a half a dozen by

way of the various components and subcontractors that are
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involved in this plane, I hope you will also realize that we
are not asking for the construction of a fleet of two or three
hundred Supersonic Transports -- SST's -~ we are cnly asking
for the ¢onstruction and testling of two and instead of calilling
them prototypes, we call them experimental test planes because
that 1s exactly what they are. We are Just as anxious about
the environment as anybody in this natlion, we have worked at
1t. This program has been dissected and blsected more than any
program I think this country has ever undertaken, lIncluding the
ABM, and that got a good going over, as you all remember and

I can assure you if there 1s that one change, and 1 think it

1s only a chanece in a thousand rather than one in a hundred,

as I thought might be the ¢ase six months ago, that when the
plane 1s tested and it is found not to be environmentally
accepted, or it is found to be economically not viable, I

"Mr. President,

would be the first one to say to the President,
I think you ought to scrap it."

We are now three-fourths of the way down a road that
has been started by one President and carried on by three more
Presldents; approved by four Presidents and the Congresses that
have been 1in session during that period. And I hope that each

of you will take a good strong look at this before you pass

Judgment on whether or not you want to allow a Supersonic
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Transport ¢o land in your State or not, I would hope you would
walt for the evidence to indicate that it should not land in
your Statve, or evidence that it should and could land in your
State. As of today, I can submit to you that we now have the
evidence that indicates to us that the Supersonic Transport
can be bullt with no More nolse and at the same levels of 108
decimals that we have demanded for the subsonic. I couldn't
say that only a month ago. I can say it today.

I hope that the Governors of the respective States,
particularly on the border, the East Coast and the West Coast,
where these planes probably will be landing mostly, at least
in the initlial stages, would consider that it would be best to
walt until the evidence comes 1ln before we make a decision
whether or not to allow these planes to land in our State,

One last thought, this plane won't be ready to come
down the runway, the first initial plane, for at least seven
years, maybe eight years. And in that amount of time we can
take out the remaining bugs on this plane, after a nation that
has landed a man on the Moon from scratch In nine years, then
this 1s not the Unlted States of America that I think I know.

I hope each of you will give great consideration to
the tremendous amount of unemployment that will be caused If

thls plane or the prototypes were stopped, not only because of
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the S5T per se, but because of the whole family of planes
which are vital to the aviatlon industry in this natlon, which
employs almost a million people.

So, that is my commercial. I am delighted o be
with my former colleagues and the new Governors and trust, as
I told Dan yesterday, we will be working closely with the
Committee, We will make avallable a draft statement of cur
national transportation policy so they can go through it before
we make 1¢ a final document and keep in touch with them, and
they do keep iIn touch with us, I can assure you, so that we
can exchange views as we move along toward the balanced
transportation system that we all want, to move the people of
this nation and the goods, so0 vital to the commerce of the
natlon.

Thank you.

{applause)

CHAIRMAN HEARNES: Thank you, Secretary Volpe,

Do you have a question?

GOVERNOR RAMPTON: I have one.

CHAJIRMAN HEARNES: Addressed to Secretary Volpe?

GOVERNOR RAMPTON: Yes. Can John Indlcate Jjust
generally what we can expect in thé coming year with respect

to the release of Interstate --
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SECRETARY VOLPE: The release of Interstate funds
for fiscal '72 will be in the same amount as fiscal 1971. There
will be no problem.

GOVERENOR RAMPTON: Will there be any pull-back during
that period?

SECRETARY VOLPE: There is no lndication there will
be any holdup of funds during fiscal '72,

GOVERNOR RAMPTON: We already have, each of us,

I suppose, at least some funds that have beentwithheld; at
least, we have, Will there be any release of these funds that
have been applicable to the preceding years?

SECRETARY VOLPE: I don't envision a release of funds
that have been withheld previously -~ not just 1ln this
Administration, but other Administrations. And I am in the
positlon of being the one who fought so hard against those
cutbacks, if you remember, as Chairman of one of your committees,
and as Chairman of the Conference, I have succeeded 1n avolding
the up and down scale which did prevail. We fought, and fought
very hard for stabilization of the levels of spending. We
have succeeded 1n doing that. I doubt, at least at this stage,
from anythiﬁg 1 have been éble to see, that there will be a
restoration of funds that were withheld before.

Those States, however,‘who voluntarlily provlided a
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wilthholding of the obligation of funds, as we hoped and
requested last year, wlll not{ suffer for that effort,

CHAIRMAN HEARNES: Thank you, Mr. Secretary.

I just might add that if you will enter into a
consent decree in the case of State of Missouri versus Volpe,
et al, we will take care of all youf problemss_

Before we go Into a general discusslon, I think it
is proper to have announcements. They have a way of being
lost as we adjourn,

I would like to call on Crihfield or Byrley, or any-
one who has announcements at this time.

MR, CRIHFIELD: I have Jjust two, Mr. Chairman.

Number one, regarding the State Department sesslon
tomorrow morning we should go to the 23rd Street entrance and
be there by 9:20 so that we can start on time.

Another announcement fof the Governors press
secretary, would all of the other press secretarles go to the
pressroom at Georgetown West at the conclusion of the Plenary

Session;a number of Correspondents would like to meet with you.

GOVERNOR RAMPTON: Is it anticipated that the brlefing

at the State Department will run right up to luncheon there?

MR, CRIHFIELD: That is correct, there wlll be a

little ébcial hour before lunch,




CHAIRMAN HEARNES: Before I re¢ognize the Governor
of Nebraska, I think it 1s in order -- there seems to be some
misunderstanding among some of the Governors as to the state-
ments made by our dist;nguished ¢olleague from Loulsliana, and
he desires recognitionnto ¢larify those statements. I recognlze

Governor McKeithen.

GCVERNOR McKEITHEN: Mr, Chairman and Membérs of the
Conference, I want to interpret my thinking as to revenue-
sharing. I Just suggested that we might take a realistic view
of 1t. Unfortunately, as Governor of Louisiana, I do not have
the control perhaps over my Congressional Delegation that some
of you have, I am concerned about making money again in a
short time.

(laughter)

{short portion inaudible)

-- taking the State of Louisiana out of this
financlal ¢risis, unless he gets some ¢redit with his con-
stituency back home.

I Just can't see the Congress doling 1t that way. I
think in all probabllity we are going to get help. I think we
should be prepared to fall back on something that we could
easily expect,

I mentloned Welfare because we are such a liberal
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welfare State., Some of you are not, I gather. We could get
some help from Interstate (word inaudible), as far as that 1s
congcerned ~- asking about construﬁtion monies, 1t is going to
cost us about $6 million a year to maintain that Interstate
System, We don't get any help at all. That is another area
where we can get help, and we should.

I join Governor Reagan completely in his efforts to
get some sense into the welfare program in California, asg
Governor. I certainly hope you will have more success than
we have had in our efforts. You see, for many years, we have
been a welfare State. We can't hardiy afford it anymore.

We attempted to make sense out of welfare but every time we
did, not so much the Federal Government, but the Federal
Judiciary has stricken us down, Our feeling is that if you
are going to tell us how to spend it, put 1t up. So I wish
you well, We are for you and Af you are successful we will be
with you. |

I want to make ¢lear at the Conference that I shall
urge my delegation, or our delegation, or the delegation --

I shall urge them to support just pure grants in revenue to
the State without any type of strings or qualifications what~
soever, 1L will urge them do that, but I repeat again that we

should be prepared to fall back on somethling that we are most
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likely to obtain,

CHAIRMAN HEARNES: The Governor of Nebraska.

GOVERNOR EXON: Governor Heazrnes, I apologilze t0o you
and especlally the Members of the Committee on Rural and Urban
Development, of which I am a member. 1 ¢ould not be here
yesterday because of some disaster situation we had in my State.

I am going to take one minute before we return to
the SST and revenue~sharing, and ail these problems that we
have been pattering about for so long. I {feel, and 1 am sure
most of my colleagues around thils table feel that we have not
devoted enough time in our dlscussion to agriculture., 1 jJust
want ¢o take one minute, and singe I am a member of the Committee.
and I cleared this with the Chairman, I would like to agdd this
phrase as Number 10, If 1t 1s in order, I would lilke to move
that this Number 10 be added to the Committee on Rural and
Urban Development, on page 5:

"A study of new approaches to the agriculture ang
food concerns of America, recognizlng that well-intentioned
present and past policies have been, at best, temporary pass-
word ventures, usually lgnoring the fundamental long-range
problems of agriculture.,"

I move the adoption --

CHAIRMAN HEARNES: Governor of Nebrashka, what Commlttee
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does this pertain to?

éOVERNOR EXON: Rural and Urban Development,

CHAIRMAN HEARNES: Governor Smith of Texas --

GOVERNOR EXON: 1 sald I was not here yesterday.

CHATRMAN HEARNES: I am sorry, I missed that. I
would suggest that rather thain opening this pandora's box of
adding to or subtracting anything from Committee Reports, I
thlnk we could really get in trouble, and I see and recognize
the merits of your particoular motion, but I belleve it can be
taken care of if you would do this in cooperation with the
Chalr and in conference with Governor Smith from Texas, who
wlll poll his Committee and 1f that is in keeping with thelr
feeling, then I would assume that the Governor from Texas
would add that to his report.

GOVERNOR EXON: I accept that.

CHAIRMAN HFEARNES: Thank you very much.

Is there any further discussion?

Is there any further discussion on any of these
Committee Reports?

Governor Guy.

Governor Guy of North bakota.

GOVERNOR QUY: We have heard several comments today

about the failure of welfare. Now this fallurs which reflects
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increasing numbers of people on welfare rolls is taking place
at a time when the national gross product is increasing.

It seems to me that we may be simply applying the
cast without setting the bone to think that simply by elimlnating
the abuse ln welfare that we have solved a problem of distri-
bution of national gross product.

I listened to Secretary Hardin today talk about the
new homes that they are going to provide through Government
programs f{or rural America and, yet the agricultural policles
of America are such that it 1s squeezing resources out of
agriculture, of which resources are people and there won't be
a need for new homes ln agrlculture, And so just to recite a
little example, an example we used today, twenty years ago
that loaf of bread that you bought for 13 cents and paid 3
cents worth of farmer's raw product, today you pay 25 cehts
for the same loaf of bread and there 1s still 3 cents of the
farmer's gross produot in that loaf., So I say that until
America looks at distributlion of opportunity and, pence,
voluntary distribution of people, that we wlll continue to
ship marginal farmers out of North Dakota and send them to
Callifornla to go onto the welfare rolls.

As a matter of fact, somebody said: "How do you

have such an efficlent parol system in North Dakota that costs
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you so little?" And, facetiously, I said: 'We have the least
cost, nmost efficient pa;ale system of apny Svate., We glive theu
an out of State parole to California.”

(laughter)

Now, that l1ls faceticusgs, to be sure, but Oour un-
employed are golng {o other States simply because This nation
does not have a policy for distribution of opportunity and,
until we do, you are going to get people moving Into New York,
New Jersey, California and Arlzona lookling for opportunity
because it has been taken away from where they orlginated,

CHATRMAN HEARNES: Thank you, Governor Guy.

The Chailr recognizes the Governor from Illinols.

Before he takes the microphone, I will ask those 1in
the rear of the room to carry on thelr conversations outsldc
of the room, please, 1f you would.

At the next meeting, we will nhave some chalrs for
you in the back of the roocm so that you won't have to stand
up. These chalrs seem out of place over here., Rear of the
room, please. Take your seats, please,

The Governcor from Illinols.

GOVERNOR OGILVIE: Mr. Chairman, first of all, I am

very happy that my friend from Loulslana amplified hls re-

marks,
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I have been reading the press accounts of this
Conference yesterday and today and I am deeply concerned about
the impression that we apparently are making to the press, the
radio and televigion reporters, about the commitment of this
Conference to policy positions which have been adopted before
I became Governor of Illinois and which have not been changed
in any respect in the past two years.

What I think is happening is that as we are approached
by the newsmen in the halls of this hotel and elsewhere, and
the question about whether we stand for this or that and that
and this or that, we are creating a confuslon -- confusion
contributing to just what 1s our position In ¢onnection with
revenue-sharing, or with welfare reform.

It seems to me that we are elther for it and we are
willing to work for it or we are for it and like has been the
case in the past, we are golng to wait untll 1t falls off the
tree 1in our lap, or we are agalinst 1t.

I recognize that we have a number of freshmen
Governors with us who, I am sure, are beginning to appreclate
the enormous responsibility that they have in condugcting the
affairs of thelr States.

We have some very senlor (Governors. here who outrank

me by many terms and many years, who have llved with these




problems, who have fought these battles with the Congress,
national Administrations and we come down to the point where

we are today. Today we have a President who has moved a long

P

way toward reallzing someuhling that has been the obJective or
objectives of this Conference and I am sorry that it is notl
possible for us to go arcund this table thls afternoon and
Indicate Jjust what the dickens we do stand for. Betause, 1
willl tell you this, the impression that we are all o&er the
lot, all over Washington, all over most of these lssues, there
is no partisan l1label in the problems of the States and local
governments of thils country. There éertainly should not be
any partisan labellon the matter of revenue-sharing or welfare
reform.

Thank you.

(applause)

CHAIERMAN HEARNES: The Chair recognizes the Governor
from Washlngton.

GOVEENOR EVANS: Mr, Chairman, I thoroughly agree
with the Governor of Illinois and hls remarks, I have béen
disturbed also by this apparent division that 1is being broad-
gast from this Conference, a division I don't belleve exlists.
And may I just ask whether I am out of order, or whether we

would be out of order if the Members around this table were to
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be asked if there 1s anyone who is against revenue-sharing and
anyone who is not willing to work for it, revenue-sharing,
Perhaps that violates the fule, but if it bends it only a
1ittle, I think it would be useful to indicate that we are
indeed behind revenue-sharing and we are indeed willing to
work for it, It doesn't mean that we can't and shouldn't work
for welfare reform and a number of other things as well,

CHAIRMAN HEARNES: The Chair 1s somewhat reluctant
to bend the rule because it causes problems, but I will state
it as I think you deslre 1t. The Governor of Washington is
inquiring broadly of each and every one of his colleagues
present at this table iIf any of his colleagues cppose revenue-
sharing, as outlined Iin our Subcommittee Report, Chaired by
Governor Scott of North Carolina, Governor Holéon of Virginia,
and Governor Mandel from Maryland.

Is that a failr question?

GOVERNOR EVANS: VYes, and add to it, willingness to
work for 1t. I agree with the Governor from lLoulslana., I
think we have got a darned tough fight.

CHAIRMAN HEARNES: Governor from Montana.

"GOVERNOR ANDERSON: Mr. Chairman, the way I look at

this, the effort that'ha;ﬁ;een made here, as I view it, 1s an

effort for us as the Governors of the 50 States to, in effect,
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endorse the Administratlion's proposal of revenue-sharing.
I don't think there is anyone in this room who 1s not for
revenue~sharing., I think this has been reflected by ail cof
the Natlonal Governors Conferengces since the year 1965. It is
reflected in the policy positions of the National Governors
Conference in the 1970-7T1 Report, and I am sure that none of
us are againsﬁ revenue-sharing, but I think what is being
attempted here 1s endorsement, carte blanche endorsement of
the Administration's proposal. 1 think this 1s wherse the
problem -~ from which the problem has resulted.

Now, I have every reason to belieje that the people
I have sent from our State to the Congress are familiar with
the fact that this Governors Conference and other Governors
Conferences, in the past have endorsed revenue-sharing and I
think that I ém, for one, perfectly at ease when I say to you
and to the group here that I have qonfiéence in the Congress
and I don't think we ought to just adopt a measure because 1t
is the flrst one that has come from an Administration. In other
words, I bellieve this will be thrashed out in Congress and I
believe that the recommendations of the past Governors Con-
ferences will be consldered, and I believe we will have revenue-
sharing, and I believe we will have it immedlately,

CHAIRMAN HEARNES: Governor Licht.
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GOVERNOR LICHT: I would like to add to what has
been said already, apparently we aré in complete agreement
on two propositions because we have already taken a position.
One, we are in favor of revenue-sharing, we have said 1t, and
I have voted for it now twice in two Governors Conferences and
we are also in favor of the Government phasing out or taking
over welfare. And I don't see any difficulty. One thing I
do find, however, and to carry along what the Governor of
Illinois has suggested, I am hot sure that we have made the
impact that we should make upon thejCongress of the United
States and upon the people and tﬁe bress, as to the urgency
of help lmmediately for so many of our States. In my own case,
for example, if I say that the Govefnor of Connecticut has
a serlous problem and I look for some solace from the fact
the Governor of New York had serious problems and that the
Governor of Massachusetts has a serious problem, and the
Governor of Pennsylvania has a seribus problem, and the
Governor of New Hampshire has a serious problem, it is very
difficult when I am talking to people in my State for them
to understand that this is a national problem and which, in fact,
we have had declining revenue in a period of national recession,
and rising expenditures; we have had the worst time and we are

called upon to go to the well again and if Congress has the



92

idea that the Governdrs of the respectlve States are not

prepared to go with tax programs, they are makling a mistake.

It is not that we are not golng to the people with the;e

tax programs, it is that we can't go as hard and as much as

long as we do. And, as the Governor of New York has sald, the
Federal Government has preempted the field of revenue, and so
what I would 1like to convey to the Cbngress of the United States,
and to lmpress upon the people of thls country, is that we need
this kind of rellef now. |

(appléuse)

It willl not do for the Congress to make this thing
a partisan matter or for the Adminlstration to make this a
partisan matter.

I think the time has come now when there ought to be
action and I think in the field of revenue-sharing we have
taken our position and the fleld of phaslng out welfare, making
it a national issue, because we have said that national employ-
ment is a natlonal responsibillty and I contend that national
poverty is a national responsibility and that is wpy the
Federal Government ought to phase out and take ove} welfare.

I have a problem with the 1naction and i think we ought to have
actlion as soon as possible.

{applause)
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CHAIRMAN HEARNES: Is there anyone who would like to
speak in opposlitiocn to the positicn taken by the National
Governors Conference at the lake of the Ozarks last year?

Does anycne wlsh to speak 1n opposltion to that
position on revenue-sharing -~ general ré;:nuewsharing? It
was reiterated by the Subcommittee headed by Governor Scott of
North Carolina.

Hearing no one gspeak in opposition, the Chair concludes
that the position of the Natlonal Governors Conference has not
changed.

Is there any further discussion?

The Governor of California,

GOVERNOR REAGAN: I feel very mugh the same way as
our coclleague from JIllinois, Governor Ogllvie. Whatever we have
done with regard to our rules here we have not given the impres-
sion that I think we should give.

Governor Mékéithen, perhaps the adversary you have in
your delegation, I am sorry, I wish I could count on the Congress
of the United States to see the light, but I think we would have
a helluva lot better chance of getting these things done 1if
they felt the heat.

GOVERNOR ROCKEFELLER: Right.

GOVERNOR REAGAN: And I don't think we have done
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enough to generate the heat. 1 don't know what else to do.
We were asked this morning by a Senatorial Committee could we
indicate that at least 40 of the 50 Governors wanted some
changes in welfare to give us some flexlbility to deal with
the problem. About the rules -- I have framed a letter here,
but whether this ls the moment time-wlilse now, I suppose
tomorrow morning is the last chance, 1 was going to clrgulate
and ask 1f enough Governors would sign this letter indlcating
and also suggesting that the report from our Commlttee be
attached to 1t and sent to both the Chairman of the House
Ways and Means Commiétee and to the Honorable Russell Long,
Chairman of the Senate Finance Committee.

But, I will assure you gentlemen if you belleve that
revenue~-sharing alone and no reforv in welfare, no'corregting
of the i1lls that beset this program, is golng to solve the
problem, that we can simply transfer the paying for it to
somecne else, then a year from now you will be sitting around
a table with the same financlial crunch, and the Federal
Government wlll have the crunch. The State of Californla
pays $36 blllion iIn taxes and $26 billion of those go to the

Federal Government. And to Just transfer the cost to them,

the people in the State of California will be paying $40 billion,

and $30 billion of those will go to the Federal Government and
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we won't be getting any more for the purposes of the State
of California,

As I say, if there is no other way to indicate our
feeling about this and the need for reform of welfare sharing,
then I just hope that maybe some fellows would sign this
letter,and 1 will‘just put my name on 1t if somebody will lend
me a pen.

CHAIRMAN HEARNES: The Governor of Californig is
now signing hls letter,

{laughter)

GOVERNOR MANDEL: The State of Maryland will supply
the pen.

CHAIRMAN HEARNES: The Qovernor of Maryland has
offered a pen,

GOVERNOR REAGAN: I got one from one of those
immigrants from North Dakota.

CHAIRMAN HEARNES: Any further discussion to come
before the Meetlng?

The Governor from Illinois moves that we adjourn and
the Governor from California seconds the motion.

All in favor of the motion, say aye.

(Chorus of ayes.)

CHAIRMAN HEARNES: Opposed say no.
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end tape

(No response.)
CHAIRMAN HEARNES: This meeting stands adjourned,
(Whereupen, at 6:00 o'elock, p.m., the Mectlng was

ad journed.)
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