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PRESS ( 'ERENCE OF GOVERNOR RONALL JAGAN
HELD J2NUARY 19, 1971
Reported by: Governor's Press Qffice (RAS)
(this rough tran.cript of the Governor's press conference ius furnished
to the members of the Capitol Press Corps for their convenience only.
Because of the need to get it to the press as rapidly as possible
after the conference, no corrections are made and there is no guaranty
of absolute accuracy.)
-
GOVERNOR REAGAN:

Good morning. We have visitorsz. Bill Rivers has brought his
journaliszm class over from Stanford; this is the fourth year in
syccession now. Getting like the swallow from Capistrano. But,
welcome. Hope you enjoy vhat's going on, so all of you mind your
manners here.

Q Governor, your staff says that you have not taken any poszition on

legalizing off-track betting. Can you tell us if that means you're

+1lling to consider that as an alternative revenue source for the
state?
A Well let me answer that more generally. 7t is true that on that
particular phase of some of the things suggested, I have never sat
down and pondered on the ramifications of that whole thing, =o I have
to say that T'm willing to listen to what the proposal: are, in one
context~--in a context let's cay, for example, of general tax reform
which we will be discusszing in this zegsion. But all of the conversa-
ion that's gone on about legaliring gambling or having lotteries or
seeking some other form of revenue, I just think is out of line right
at the moment becaunse as I said in my State of the State Message, I
don't believe we should be looking for new sources of revenue as an
answer to the problems. I believe the problems can be solved within
the budget and without going outside for additional revenue. And so
treating it in that regard, I just think this is conversation that
probably is more fitting in a program of tax reform, or discussion of
tax reform, than it is in looking for sources of revenue.
Q In that context, you are willing to consider off-track betting as
' possible new....
A I said I'm willing to hear what proposals they have and then see
what the ramifications might be.
Q Governor, would you like to see a separate bill, then, on withhold-
ing taxes without forgiveness?

A I would rather see withholding included also in tax reform as it

o
was last year. 1In the matter of forgiveness, T haven't changed my

position on that. A lot depends on when withholding would go into
-1-
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effect, at what time Kf the year it would go int éeffect. But I still
believe that as the state could afford to give this money back in this
form of forgiveness, it should do so.

Q Do you support Bagley's bill for total forgiveness? Is he carry-
ing your bill?

A Well, he must be carrying his own bill. T haven't introduced any
bills as yet. You just caught me a little by surprise there. As I

say, I would like to see withholding kept within the context of tax

reform.

Q You're supporting the same principle, then, that you supported
last year. Last year it turned out to be 35 percent.

A Well, that was because that was the amount of money, just about,
dependent on the time at which it would have gone into operation. As
the year went on, and tax reform did not pass, we were actually faced
with a smaller amount of forgivéﬁéss that would have been available
as the date would have had to be set back for putting into effect
withholding.

Q Right, so if it were imposed in the new bill at the same time,
then you would favor the same percentage of forgiveness?

A Well, the same principle that I-followed last year, yes.

Q Governor, would you favor a separate withhold/gggl with the for-
giveness provision, or must it be a part of tax ré?brm?

A No, I'm not frozen into this. 1I've just said that I would like
to see it. I think that we should be going forward. As a matter of
fact we have had some discussions already and with some of the
Democratic leadership on tax reform. AaAnd before we start géing off
on individual tax measures, I would like to see them all incorporated
in that discussion.

Q Governor, will you cause to be introduced this year your own
proposals on tax reform as you did a year ago, and the year before

that.

A No, I'm perfectly willing to work with the Democratic leadership

- on this. I think we have to come up with a bipartisan tax reform

proposal, or there won't be one, and I don't think we can possibly
face the people again if we don't keep the promise that both parties
have made to provide real and meaningful tax reform.

Q Well, Governor, in view of the public utterances of somebody like
Assemblyman Brown on the role of government and how you raise money

and your own philosophy on the role of government, do you really think
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that there's any“\h te that you're going to g éalong with the

Democratic leadership in this matter of tax reform and raising

revenues?

A Well, I think as we proved last year that this particular issue
does cross party lines, and we found that Democrats in great numbers
supporting our tax reform proposal last year. &s a matter of fact,

76 percent of the Legislature voted for the tax reform program, which
meant a sézeable crossing of party lines. Ikthink that Assemblyman
Brown has given a very cleaf-cut exposition of the difference bhetween
the Democrg’fic and the Repubﬁcan philowggphy. His is that the govern-
ment should think of all the things it wants to do for the people and
then send them the bill. I believe that the government should take
the money provided by the people and their revenues and apportion that
money out on a priority basis among those programs that a goverhment
can perform. And this is just a fundamental philosophical difference.
Q In view of that philosophical difference, how do you see you're
going to get along with them, or work out any bill that is satisfactory
to both of you?

A Well, I don't think Assemblyman Brown has ever suggested that he
is speaking as the voice of the entire Democratic legislature.

Q Governor Reagan, by your answer a moment ago, are you saying

that you are definitely going to wait for the Democrats to come up
with their own tax reform package without presenting yours again?

A No, we've already been in discussions with them, and we're willing
to continue those discussions, hopefully on a piece of bipartisan
legislation.

Q Governor, in view of tha forthcoming U.£. Supreme Court action

on capital punishment....

A He's switching subjects here. 1Is this taxes here? Wait until

we finish taxes.

Q Governor, am I to understand you that you will not introduce

your own bill on tax reform?

A No, well .I think that this is a situation now where both sides
have expressed a desire for tax reform. And I see no reason why

we should not sit down and work out this mutually satisfactory program
instead of getting into a partisan hassle on the floor over whether it
would be one or the other.

Q So you won't have your own bill.

A No. ~3-



Q Governor, I'v. jot a related question. ¥ “Eerday you agsigned
Lieutenant Governor Reinecke to try to stimulate business in
California. Does this indicate that a lot of these résy productions
we heard here last year about the improvement in the economy did not
come to pass?

A No, I think the comeback out of the anti-inflation fight has
been slowed. I think everyone has agreed to that. And I think one of
the factors slowing it is, has on one side a very bright silver lining;
it is the winding down of the war, which has hit California perhaps
more than other states because of the aerospace industry. Therefore,
I think that California has always had a problem of full employment,
whether it's due to our geographic position, or the emphasis, or the
percentage of our indasiry that has been involved in government
business. Our unemployrent has always run above the national average.

And so I think a program o stimulate the economy, to improve the

business climate, to get jobs here for the people we have in
California, is necessary.

Q Governor, on this matter of no tax increase and balancing the
budget without a tax increase, are your feet in concrete on that issue?
A I'm a little sensitive to using that term since last year.

I made a statement to the Legislature, I will repeat it in the Budget
Message, that we do face a choice. We can balance the gggggg by refgzﬁs
and ecoﬁgaies in government, and particularly reforms in welfare and
Medi~Cal. If the, the other choice is to simply choose the easy path
of turning to the people, sending them a bill, which means raising
their taxes. I do not believe that is necessary. But the choice is
now up to all of us here in government. Obviously, this is a very
important choice for the Legislature. Obviously, they will have a

very important part to play in making that choice. But if they will
join with us in undertaking the reforms that we suggest, and we solicit
their suggestions also, in a complete audit of every state program as

to its priority, its value to the people, we can meet this particular

~. crisis to the benefit of the people, T think, a long range benefit,

without a tax increacse.

Q If you still consider late in this session that no new taxes

are needed, would you consider off-track betting as a possible revenue
source for cities and counties?
A Oh, that's a hypothetical one, John, and I'd rather not answer

it here. I'll take those things as they come.
—4=



‘»Q' Governor, get' g back to unemployment, i7\l968 you anndunced
Project Focus which was to be/;ilot project to find jobs for the
unemployed. It was tested under Carson Amos in Fresno for about a
yéar, and then closed its doors, and your office said you were going
to reevaluate the program. Whatever happened to Project Focus?

A Well, kit didn't live up to the hopes we had for it. And this
is one of the places where we believe that in part, not entirely, it
didn't live up because we were running counter to a tide within the
agencies and those who are entrusted)ggggling welfare programs. But
we did learn some things from it, and'some of the things we did learn

are reflected now in the new Department of Human Resources Development

that is going forward on a basis of translating or transferring people

from welfare to employment in the private sector. And this program,
as you know, got under way a year or so ago and it's going going to,
is playing a major role right now. It is playing a major role in our
efforts to meet the unemployment problems, the new kind of unemployment
problem that has been dropped on us in this economic slump. We've had
long experience with the problem of the unskilled, with the typical
welfare recipient who needs either basic education or the answer to

a job skill, or something, to get a jdb, We now have the emergency
problem of technically skilled, highly skilled people, who through no
fauit - of their own can't get a job. And HRD has been working very
hard with a number of prdgrams in that area, and with some success.

e] In what ways did it fail?

A Well, it didn't give us the clear-cut example that we thought
we would have of a pipeline in which welfare recipients were fed in

at one end and they came out the other end self-sustaining members of
the community with jobs in the private sector.

Q Governor, speaking of the budget again, you said, I believe in
your State of the State Message, said it can be balanced if the
Legislature will work with you on reform. Does that mean that as

submitted, it will not be balanced?

A Well, technically, I have to submit a budget that is balanced.

But, with that, that can be done by either proposing additional
revenues to make a budget balance, or proposing measures that must be
taken to the Legislature to bring it into balance. And the latter is
the course we'll follow.

Q How big a deficit do you anticipate as the budget is submitted?

A Tune in February 3. We'll have all the facts and particulars on
that in the Budget Message. 5



e How much of kyﬁ*publia work force you prcg;se for the employment

of able-~bodied welfare recipients going to cost and how will it be
financed?

A Well, this is a message that will be coming out shortly after
the Budget Message regarding our plans for welfare reform. Generally,
what I envisioned in that is that the present money in funding of
welfare would be the funding of such a work force. 1In othégzzgfre
going to translate people who are now performing no service whatsoever
in return for this money into people who will be performing a public
sexrvice and holding a job. |

Q Who would pay the cost of administering the program, supervising
the training of workers, transporting them from their homes to the job,
furnishing them with suppliés and equipment, child care for working
mothers, and so on?

A Well, all of these are details that have to be worked out in
this program, and there would be a number of variety of ways. First
of all, szome of the same mohey that is going for the administrative
machinery of welfare would be involved in the administering of such a
program. Secondly., some of the administration would be taken over,

for example, by governmental agencies which are presently entrusted
with performing the services in which these people would be employed.
.« ...agencies on cataloguing things to be done as yet gone into the
Task Force approach that I envisioned and that I mentioned there

rbout establishing a priority and laying out what would be the permanent
kinds of work.

Q Governor, do you see any contradiction in the fact that on one
hand you‘'re laying off employees in the State Office of Architecture
and on the other proposing adding more through your public works force
for welfare recipients?

A No, I think we're talking about two entirely different things.
And the layoff has nothing to do with the economy; it has to do with

workload. I just don't believe that the state can ask the taxpayers

. to continue in employment people for whom no job exists any longer,

a job that whether through technology or through change in policy, has
either been reduced or phased out. And in the Department of Architecture,
it is just plain tha£ there is no workload to justify the continuation.
As you know, our policy where economies are concerned has been one of
wherever possible of avoiding any layoff and going the route of

attrition, just not replacing employees who leave the service of
*6-



government, and ther = an annual turnover of : ‘etty solid

percentage.
Q Do you plan any additional layoffs?
A I don't know of any that are planned right now, and, but by the

same token I can't tell you that the same situation might not arise in
they would
some other department or area. But I believe that/ be minimal., and they

certainly won't be in any great numbers ¢
. Coxrm
Q Governor, if you get federal money in some/of revenue sharing,

what would you do with that money; where would it go?

A Well, I think that you're going to have to wait to see what

the federal government's revenue sharing, how it is going to come about,
what it's going td be aimed at. I would imagine there would be some
direetions to that money, whether it would be used in welfare, educa-
tion and so forth, on a kind of a block grant basis. And then we
would use it in those areas. And I would think that such a revenue
sharing, I am optimistic that =state and local government, freed of
come of the unnecessary overhead of running the money through
Washington and getting it back, with their admistwative supervision,
that would allow us some leeway, that we could do, perform the same
services and probably have a cuéhion which could enable us to relieve
some of the pressures, such as on the counties and local government so
that they would have more leeway with their problems.

Q Governor, in view of the fact that the U.S. Supreme Court will

~hortly be acting on the capitalpmnishment gques*ion, I wonder if I

could ask you to restate your philosophy on that matter now?

A Well, I haven't changed my mind about the, about my belief that
capital punishment does serve : purpose ah& that it is a deterrent.

I know many peoéie argue this and figures ﬁhat try to be given back
and forth; actually there is no very really valid figure on this. But
I do believe in it, and I don't think the case has been made that we
can eliminate it without suffering some consequences in crime. But I
believe that in capital punishment, we need a speeding up of our
judicial process to where justice is swift and certain.

Q Governor Rockefeller in Arkansas, when he recently commﬁ?gé the
deéﬁg senteﬁZZS of‘ls prisoners, requested that other governors in

the United States do likewise. How did you react to that request?

A Well, I think if you will check closely, you wiil find that
Governor Rockefeller in Arkansas had a problem that was a reflection
on some inequalities in the judicial system there and in sentences

that had been passed out, that there were men on Death Row, under the
.



death penalty for cr”\gs that were not the4533£rﬁwenalty for other
‘malefactors in that state, and I think his situation was a little
different than we find in our state for example.
Q What about the cost of maintaining this 90'some odd men that we
California's '
now have on/Death Row, under this condition of freeze, the practical
aspect of it. How do you feel about that?
A Well, I can tell you I've never thought about or given any
thought to the idea that you rate cost as to whether a man lives or
dies. The decision is made by our judicial process, in jury trial.
Almost every man there, other than some of those who have just
recently arrived, has had recourse toevery appellate procedure, many
of them all the way through the Supreme Court, and in every imstance,
their cases have been, or their verdicts have been upheld, or they
wouldn't still be there, and it has never occurred to me to rate this
on a basis of cost.
Q On that subject, Governor, that's a good point. These men are
in limbo. They've been convicted by juries and yet the judiciary is
keeping them in limbo. They don‘*t know where they will be next week,
next month or next year. How do you feel about that?
A Well, this is one of the things that I think is wrong with this
long, drawn out legal process, and as you know I have spoken publicly
on this and delivered an address to the Bar Association, as a matter
of fact, a year ago on the responsibility the Bar has to do someF%ing
about this. If there is cruel and inhuman punishment, I don't@f§
rests so much with the imposition of the death sentence as it does
with just this living in limbo over periods that stretch out into

a decade or more.

Q If the federal government were to override your veto on_CRLA,

yet make changes that would straighten out some of the problems, would
that be acceptable to you?

A Well, I made that perfectly clear the othe;ji;lt if the federal
government could correct all its wrong and all that caused us to veto
the program, obviously we would no longer have a reason for a veto.
Frankly, I don't think that can be done and I still believe the federal
government should uphold our veto. The law prescribes that the
governor shall have the right of veto when, ontithe basis of evidence,
he being closer to the scene that the federal government, he determines

that the program is not beneficial to the people, is not fulfilling its

original purpose, and certainly our 9,000 pages of documentation and
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283-page report indi  2d that the CRLA isn‘t fufwxlling its congres-
sional intent in the legislation and is not of benefit to the people
here, and we have submitted also a proposal for a plan that we think
could meet the legal needs of the poor, which have not been met by this

pfogram .

Q Can you outliine that plan, Governor?
A Well, basically the plan is going to, or would consist of a

combination of voluhteer 1awyets, such as we already have operating

in the state, it would consist of funding, a foundation funding, to
begin with, eventually to be-taken over at the local level just as
other programs are funded through, for example, a United Fund program,
and it would be a kind of judicare system, with the completely indigent
being provided the legal service and with a sliding scale for those
who are a little more affluent up to a certain ceiling beyond which
they would not be eligible.

Q Governor, in that CRLA report, in those 283-pages, there were
some incidents cited that have already been corrected according to
CRLA attorneys, such as the attorney in Marysville who was cited for
various incidenceé: he had been dismissed several months. Do you feel
on those, are you aware of some of the problems in that report?

A I'm aware of some of these things. I'm aware also that there
were cases that were legitimately handled by CRLA. For four years
now, we have pointed out shortcomings in this program. And for four
vears, without us vetoing the program, the OEO in Washington has
promised to correct things that have been wrong. And each year comes
around, and the things haven't been corrected. And finally it reached
a scale, all I can tell you is that our report contains the requests
from county grand juries, from county boards of supervisors, from
county bar associations, from district attorneys, from judges, from
school boards, all asking the same thing, all asking me to veto the
program and all making the request on the basis that the program does
not meet the needs of the poor. And on this basis, I vetoed it. This
was not just a single thought of mine.

Q The question was really directed towards the idea that you
stated in your report, that is the report of your appointed director,
several incidences that had been corrected. Wouldn't it have been
fair to state in the report that those incidences cited had in fact
been corrected?

A Well now, maybe it does in the documentation or maybe there

are some things where corrections gere made afterward and we weren't



aware of them. I th’ t that in a voluminous repr t of that kind, an
inaccuracy here and there is possible, but I will bank on that report,
and I beliesve that it is sound, and as I say, it is well documented
with 9,000 pages of backup documentation.

Q . Governor, I understand you plan to go to Washington. Will you
make a pegsonal case for your CRLA veto?

A weii, I have to go to Washington. I'm a recently =zppointed
member ol the Advisory Commission on Intergovernmental Affairs, and,
succeeding the governor of New York, and while there, yes, I have told
our peodle that any of these‘matters that we've been dealing with at
long range and by long distance and mail, wherever it's possible that
we can do some good by having personal meetings, I wouldiiﬁietzhose

meetings. I would like to meet with Mr. Carlucci.

e Do you plan to meet with the President on this matter or other
matters?

A I hope to have a meeting with the President on general matters.
Q Will you be arguing more for corrections of the program or

against the program? Where do your sympathies lie? Would you like to
gave CRLA, in other words?

A Very frankly, no, I think that the proposal we have can do a

" better job and for less money.

Q Would that proposal, Governor, include, assure legal services

for the poor in the same areas as CRLA?

A Yes, this would be exactly the purpose. One of the great com-
plaints we have, the long list provided by judges, by district attorneys
and all, of individuals who were sent to CRLA kecause they had a

legitimate problem and CRLA was too busy to take their case.

Q ~What is the status of your plan?

A The status of our plan?

Q Yes.

A Well, it has reached a certain point of planning and structuring

beyond which you can't go until you know what the outcome is going to

be in Washington.

Q Will it require le;islation here or can you do it on your own?

A No, no, this ~an be done administratively aand with the coopera~
tion of the county bar associations and the California State Bar. Aand
we have had enthusiastic cooperation so far on working out and evolving

this plan.
-10-~



Q Governor, has here been any discussions stween your administra-
tion and Washington about a possible compromise of the CRLA veto?

A Well, now, no, what could a compromise be? TIf they correct
things that are wrong, I don'‘t call that a compromise; that's correct-
ing things that are wrong.

Q Governor, what was your reaction to the San Francisco oil slick

and what kind of assistance can you offer?
""""""" A Well, our people in the Resources Department are working closely
with the Coast Guard on this, and we are involved over there in that.
I think the reaction is the same as it has been for, or as it is for
all Californians, it is a tragic accident. There are some asides to
it. Fortunately, if it had to happen at all, it is crude oil and not
-processed 0il, and that hasa very important bearing on its effect on
sea life; because crude o©il doesn't have the toxicity that the processed
oil has. I can't help but notice that in this one tragic spill that
is concentrated there, and we hope can be corzalled, it sgtill isn't
as much oil and grease as was deliberately dumped through disposal
channels in San Francisco Bay last year. Of course, it was spread out
over the year last year. But it was a greater amount than this total
spill.
Q Governor, this is the second major accident that we had with
freighters colliding in the bay over the last four or five years. 1In
both occasions, it happened under heavy, heavy fog. Do you think that
perhaps there ought to be some restriction placed on the movement of
ships under certain, as there are at airports, the flights of airplanes
under certain....
A Oh, you're asking one “iat I'm not technically qualified to
answer. I know that there will be a&n investigatior z=nd a hearing on
this accident, and I think we'll all know more when we hear how this
could have happened in spite of all the modern radar that we have.
Because I know that those ships go in and out of there in the fog under
radar control, and so I'm waiting like the rest of you to find out what
~ did happen.
Q Governor, what was the source of the kind of information you
just described? How do you go about getting information on that oil
slick? What ways do you have to find out what happened?
A Well, I got a purple button on my desk, a row of them, and each
one of them is for a different cabinet officer, and all I have to do

~13~



is pick that phone ' push that button, and th '2's a fellow over
theré in Resoufces Department that tells me what I need to know,
including helping me with my homework for my son.

Q Governor,’despite some tax breaks that were given the movie
industry a couple of years ago, the movie people are now saying that

unemployment in Hollywood is now at a crisis level with 50 percent

unemployment in some of the unions there, according to Don Haggerty

of the AFL-CIO, Hollywood Film Council, who is asking for con-
gressional investigation. Can you tell us if you feel that that is
the case in Hollywood and if so, if there is anything the state can

do about it? |

A Not as much as the federal government can do. I appeared
recently at a big mass meeting of motion picture workers from every
branch of the industry at the Palladium in Los Angeles. I wish I

had my notes with me because T spoke there on this problem. Down
through the years the motion picture industry in Hollywood has never
asked the government for help of any kind. And many times this meant
the motion picture company representatives sat at the bargaining table
opposite governmental representatives of foreign countries. The United
States is virtuélly the?géZntry in the world where the pictures of all
the world are freekto play with no restriction, no guota and no special
taxes assessed against them aren't assessed against our own pictures.
In every other country in the world, they restrict the amount of
pictures we can show; they restrict the playing time given to those
pictures; they have extra added taxes against American pictures, and
in many countries they still restrict the flow of our currency, our
money out, the funds are frozeh even after they finally admit that
there is some profit. Now, down through the years, the motion picture
has been able to meet all of that and still capture most of the play-
ing time in the world, has still been the giant of the entertainment
industry. But now I think it is time for government to help because
these foreign’governments have gone beyond that. They now, in addition
to all these other restrictions, offer outright subsidy to American
producers, up to as much as 85 percent of cost sometimes---a producer
can go over and make his profit on the subsidy---and to make the
pictures in other countries. And then they are shipped back here to
this country. BAnd I think it is time, andyggg stop to think that the
motion picture industry in Americqﬁ has been No. 1 one of the biggest

factors in the balance of trade on our side, it has sold American
-]2m



'piétures, but styles have been set, American merchandise seen on the
screen in just our ordinary stories, has stimulated international
trade in that, and I think the picture business has a right to agk

for help. It is true that the unemplbyment in the picture business is

easily 50 percent and even more in some of the guilds and unions.

Q Will you ask the federal government, then, to impose restric-
tions on foreign f£ilms that are shown here?

A They have a program, the industry has a program and Senator
Kuchel is representing the industry in that in Washington, and T am
simply offering all the support that we can for the furthering of

that program. Now I can't tell you now. I wish I had my notes with
me; I know some of the specifics that are being recommended. But I,
just off hand with memory, couldn't give you the complete program that

they are asking for.

Q Do you have any specific programs of your own that you want to
propose.

A No.

Q Well, now are they requesting a direct subsidy from the federal
government ?

A I don't think so. I think what they're offering is a kind of

a protection, well if it is a subsidy, it is one to counter this offer
that takes them abread. I think it involves}?ﬁcentives and so forth
to keep them, to make it more attractive for them to produce here.

Q Governor, Assemblyman Priolo today is introducing a bill which
would reform California....

A What. 1Is this on the same subject? Well, then, wait a minute.
He's got one on the same subject. +fthen I'll éome back.

Q Governor, you mentioned that the motion picture industry has a

right to ask for help, and I just wonder what sort of help you have in

mind.

A Well, this program that Senator Xuchel is representing the indus-

try on in Washington is, has some specific proposals where the govern-
ment can be of help, and as I say, I'm not familiar enough to know,
with all the details on that, to tell you what they are. They are
easily available.

Q (Inaudible)

A I think they include that, yes.

-] 3
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Q Assemblyman Pﬂwalo is introducing a bill ich would change our

California election laws, moving the primary from June to August and

also set up a Fair Practices Commission. Would you support this bill
and do you feel even further changes are needed in our election laws?
A Well, the only change I suggest right now is I haven't seen his
bill so I can't tell you flét out, as you know I don't say whether I
will or will not. The only change I'd make is that I think it could
be set back as far as September. I think that a lot of the cost of
campaigning.‘a lot of the troubles in the state would be eased if we
shortened the period of campaigning, if you went into the primary

in the couple of summer months, andj?gght from September right into
the campaign for the November election. But virtually today, you have
to fund a campaign that whether we pretend it starts on Labor Day or
not, you really are funding a campaign if you're involved in the

primary that goes the better part of a year.

Q Governor, what do you think of Senator Alquist's idea to make

former governors lifetime members of the State Senate with full voting
rights?

A I think we don't deserve that. i think that when the day to
depart comes along, you should be allowed to depart.

Q Governor, last August, Assembly Concurrent Resolution 199 asked

for an investigation of conditions at Soledad. Has that investigation
been made and what are the results?

A I'm going to let somebody else cue me on that as to whether it
has or not.

MEESE: Yes, the investigation was conducted by representatives
of the governor's office and representatives of the Human Relations
Agency and they found, in effect, after a detailed investigation and
talking to a number of the employees who had requested the Assemblyman
to conduct the investigation, that the prison was being properly
administered. Some changes have been made by the Department of
Corrections coincident with this period of time, and basically, that
the situation is under control.

Q On the welfare work force payment, would the workers be paid

minimum wage or would they be paid according to their grant?

A Well, now you're into details that I think have to be worked
as ,

out also/to a salary scale or whether it has to take into consideration
grant based on size of family-and so forth.
SQUIRE:  Thank you, governor.

# #F #
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GOVERNOR REAGAN: Well, there ought to be something to
talk abort now that we are all here.
Q Governor . Senator Moscone has said in a speech today that
the State of C-lifornia is broke and that this is due to administra-
tive errors and fiscal amatenrism by your:administration, and that
by September the State will have to issue regisgz;ed warrgg;s or
tax __ to patients in order to pay its bills. Will you comment
on that?
A Wel , in the budget message that we will subtmit as we have
saild already, and maybe he got part of hig information from me
because in the 3tate of the State I said that we would have a tax --
or I mean a cash flow problem, and we will suggest two possible
legislative alternatives and they -- and there is’another alternative
that eould be administrated rggafding that in a way to meet the
¢ash flow situation. And those will be proposed to the Legislature.
Q Are you saying then that the state is broke? Is he
correct in making that statemunt?
AV No, the cash flow problem has been a matter of publie
discussion and public record, and I guess I'm the first one to have
announced 1t way last year when we were talking about the -~ the
tax reform program. As a matter of fact, I doubt if there would
be a caush flow problem had the tax reform program passed. That was
one of the alms of that program, is to -- to solve that protlem.
Senator Moscone in his running around again yelling the sky 1s
falling, thought, about the state being broke and all -- he 1sn't
serving a useful purpose even though he 1s running for office a
1ittle early. Dut the situation is as we said it was, that yes, the
revenues are down besause of the eccnomic slump that is nationwide



and the cost of M ;rcal and welfare which werf:ve repeatedly tried
to get help in reforming are much higher than had been anticipated,
and these have given us a flscal problem, It is a problem that
we can meet, but it is nothing like the mess that we inherited a
few years 8go.
Q Do you mean that --
Q} Governor, another topic,

VOICES: No.
Q -- you will not te able to meet it through the -- ordinary
internal borrowing that we have done in the past?
A No, that's right, and I announced that more than a year

ago, 1 sald that by --

Q So the possibility -- there is a possibility of registered
warrants?
A T saild that we will sumit some alternatives to the Legis-

lature that can meet this problem.

Q And that may --

A And when I introduced the tax reform program last year

T said that by next year we would be in a borrowing position,
internal borrowing position due to cash flow that was greater than
the amount of revenues from which we had to borrow,

Q Governor, the current tudget ineludes almost 200 million
dollars to solve the cash egquity problem. Are you saying that

you have been forced to use that 200 million dollars and it 18 no
longer availakle as a reserve to take care of the cash flow problem?
A I stated in the State of State message that by the end of
thls year the tudget balance -- we would have a cagglflg;'prcblem.
We would utilize cash flow.

Q Is registered warrants, though, one of the alternatives
that y-u are going to propose?

A I'm not going to comment on what the alternatives are as
there is a budget message coming up with all of that,

A] Governor, apparently the revenue gap is possitly even
larger than four yeers ago. What'!'s different about the mess?

A Well, one of the things that's different aktout the mess 1s
that last -~ four years ago we had a fiscal pro%lem that was not the
result of an economic slump *ut it was the result of a government
that had grown over the years in which spending had been not curbed
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as we have curbed 1t and tried to curb it in other areas, And

that they had balanced each time and paid for this excess government
by gimmicks and devices in which they borrowed ahead on their own
revenues, such as collecting‘certain taxes in advance, and finally
resorting to the last gimmick which was accrual bookkeeping in an
effort to stave off the need for new taxes kefore the election, and
what 1t resulted in was accepbting a budget for twelve months spending
that was bhased on 15 months revenue. And we inherited the position
of having -~ having to follow that with coming back to twelve months
revenue for a government that had bheen built up to that sige and

1t 1is that size government we have been trying to wind down and get
back within the twelve months revenue, Now, that!'s a little different
than coming #nto an economic slump in which your sales tax and
income tax revenues are down and your outgo is up. Plus the fact
that in the three years since, due to the federal spending policies
and this certainly 1s a documented matter for anyone who wants %o
study the economles of 1t ~-- in the last three years of the Johnson
administration, in a time of full employment they resorted to $40
million dollar deficit financing over those three years and brought
the Inflation rate up to a sudden -- from the cne and a half -~ two
per cent that we have been going on along -- under the new economics
theory that that wlll preserve prosperity, when suddenly skyrocketed
up to three or four times the rate of inflatinn, Now, that's an
entirely different kind of problem, and we are not going to meet

1t with gimmicks.

Q Governor, isn't it likely to develop into the same

kind of a problem, though, 1f 1t continues as it is? Aren't

you going to get into the same kind of fiscal bind and perhaps

have to draw on advance revenues or something?

A No, what we are hoping for is, as I said in the State of

the State if the Legislature will accept our proposals for reducing

the size and the cost of government, particularly getting control
of welfare ang MeﬁI*Cal, and 1f you'll recall three years ago -- I
don't know whether you'll recall because certainly nobody has been
writing this, but in the whole history of Medi-Cal, from the first
three months we were in office we pointed to the fact that the

program within the first seven or eight months of its exlstence, or

www

its lmplementation, was running a hundred million dollars in the hole

and by the end of tha year woudd run two hundred million in the hole,
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and I was amused to see a legislator the other day quoted as saying
that when the legislature firally 1investigated they found that
there was no such deficit. 0f course thay didn't. Because weg
have instituted a program that eliminated the deficit even though
subsequently a court ordered us to stop the -- the changes in the
program or the procedures that we had invoked. And, yos, bty the
end of the year, by the time the legislature had gotten around to
it, we had reduced the cost of Megg:Cal that much. But also by that
time after the court order.had stopped us from doing the changes
that we were doing the investigation started in agailn and we polnted
out then that only a third of the people in this state that were
eligible for Medi-Cal were using it and that in this entire --

this period since more and more people are discovering their
eligibility, I don't know whather all of them have found out about
it yet or not, but it 1s now not one out of 15, 1t is one out of

O who are getting Medi-Cal.

Q Governor, did the change in accounting procedure in Los
Angeles last year contribute to the MediJg;l deffgzt that you --
that you‘ve mentioned last -~ last December?

A Yes,

Q What's your understanding of how that contrituted to 1t?
A Well, Los Angeles, which hag 1,400,000 of the Medi-Cal

recipients, like all the other counties, we tuild our case load on

the estimates that are given us of case load by the counties and

Los Angeles used a aystem of kind of spot check and estimate and

they transferred from that to an actual head count of the recipients.

And this changed their figure akout a little over 20,000, Now,

this was a -- roughly a one per cent -~ 8 little more, maybe, one

and a half per cent error in account of a million 400 thousand.

But we had previously received their estimate on the basis they

had already -- always done it. Then we received the head count

subsequent to that.

Q Governor, that change, according to the people in Los

Angelesg, and 1in your own department, was made in March, But the --

and then the administration came back to the legislature in June

agking for additional funds from Medi-Cal program and they sald at

that time, in June, they had not learned of the Loigngeles change.

I was wondering why there was thilis great delay ketween the significant
~la



change in Los Angeles and the time that the administratinn made its ~-
discovered the change.

A I don't know the timing on this or when the figures changed.
I do know that in -~ it wasn't in May that I asked the Legislature

to add $60 million dollars more in the budget amount for this because

even then we had éiscoveredﬁﬁadditional cost factors.

Q But 1t wasn't the Los Angeles change?

A I don't know whether 1t was or not,

Q Well, Governor, if it was the Los Angeles change, was part
of 1t, and you learned about it -- your people in the Fepartment of

Health Care Services learned about 1t in July, why in December,

when you were talking about these cubs, did you tlame 1t on excesses
in the MedffEal program and why did you talk about increasing case
loads when this was an element in the creation of the deffg&t?

A Because there has been an increase in the case load far

in excess of the 20,000 of Lcs Angeles. And even according to your
own story, only a part of the $142 million dollar deficit could be

laid to this change in accounting by Los Angeles.

Q Was the major part, though, Governor?
A What
Q It was the major part, according to the figures -- your

HCS people give us.

FAUL BECK: £0 million out of 140 isn't a major part,
Lob,
Q Well, 1t wasn't 50 million, it was the whole -- they call
medically needy group whic. totals about 70 some odd million, and
then there was another estimate that they made on -- insofar as the
creation of intermediate care facilities would ke concerned, they
thought more people would go into business than went into that
business, and that accounted for, in theory, 20 million more of the
deficit, so it was this information, the estimate of who would go
into business that figured in the deficit, too. I was Jjust curious
why you talked about excessed in the program and the deficits were
based‘on SCmething else.
A No, =-- and I do not subscribe to what you are just saying
because it is typilcal of the same kind of distortion that was con-
tained in the Los Angeles Times headline yesterday. And I don't

agree with that and I don't challenge your right to investigate
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any part of this ¢ “our good intentions or whs™ we have been trying
to do with the program. But I would also suggest that when you are
investigating I would find it much more pleasing to me if somecne
would mention along the line that these horrifying cuts that I hawue magde.
in Medi-Cal so far were mandated on me by the legislature and not
something I dreamed up in my own mind, but there seem= tc be a news
toycott on that,

Q Well, Governor, I don't -- I don't mean to talk about

that particular point but --

A I bet you don't.

Q Well, you said in -- you said in your aanocuncement that the
cuts were a result of MedfiCal exggsses, and the question I have is
you Jjust said yourself that the Los Angeles change and -- the
statistical change figured into—your Lepartment of Health Care
Services sald that your own estimate of who would go into the
nursing home business figured into 1it. }According to ~-- you add

it all up, it comes to n=arly a hundred d@illion dollars on those

two elements alone. Now, if that was the case, would you still

say that 1t was excesses in the program now, knowing all that now?

A Yes, and I also would say that why don't you go back where
you wefe yesterday and have another conversation with Dr., Brian

who has more of the details than I hage on this. I can only tell
you that the budgebt was submitted on the basls of the best informa-
tion to my knowledge that we had. That there are excesgges in the
program, that welfare has been -- and Medi-Cal have been out of
control as long as‘I've been Governor; and that we have been trying
our test to seek reforms that would tring them under control,. Now,
the program was a jerry-bulit structure when ifwas created, It
started going in debt the first day. We found when we took office
and it rnad only been in effect a few months, that they hadn't even
pald the bills that were submitted in the first week of the program.
We found it was going 200 million dollars in debt, We managed to
salvage that and then a court order reversed us. We have had
court orders that have added $461 million dollars to the welfare costs
since we have been in office. And I still say that 1f the legisla-
ture will jJoing with us in reforming these programs we can remove
the necessity for this kind of crisis in the future., But the
program is virtually unmanageable,

Q Governor, one of the reforms you suggested in your State

of the State message was to take the pensioners, the elderly, out of
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the welfare category, since you said they don't belong there.

A Right.

¢ And set up some kind of system akin to the Social Security
system where they get a check every month, They don't have to go
down and requalify every month to say they are still growing old,

I think was your terms.

A Yes.

Q Wouldn'!'t a standardized payment involve 1n some cases some
elderly people receiving less per month than they might now receive?
A I don't think so and I think that the whole 1dea would be
that you would have to work out -« and there may very easily he

categories, everyone today does not receive the same amounnt of

money.
Q That's right,
A Tut the thing I'm talking about is the automating and

the removing of a great many social services that are now applied
te them that bequire a great bureaueracy at the county level and
services that I don't belleve are necessary. The same kind of
services that are applied to welfare recipients who are able-
bodied and suppcsedly temporary recipients of welfare, That these
others are so obviously permanent recipients that this procedure
could bte automated. Similar to this process -~ the overhead for
Soecial Security 1is only about three per cent, the administrative
overhead., That is not true of any other welfare program,

Q Well, then, as your administratinn envisions this particular
reform there would not thea he any cuts -~ even some cases of the

OES payment that is currently recelved by some senior citizens?

A Now wait a minute, give me that again. There wouldn't be
what ?
Q Right now they have to go down, as I understand 1it,

Gevernor, they have to go down every month and requalify to see if
they are still eligible and they have to check their aspecial needs.

As I understand it, the proposal which your administration 1s thirking
about 1s to have these people come down only once a year to eliminate}
the monthly eligibility check. So they would get a standardized |
payment for twelve months, they wouldn't have to come down every
month. But if they do get a standardized payment for twelve months
that would in some cases te less than the monthly payments they now

recelive?
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A Well, all I know is that our every é€ffort 's zoing to be

not to penalize anyone. tut if possible to even do better by them

and to use some of thz wherewithall that might be free to better their
lot, Because I think most of those people are not receiving adequate
care now. And so I'm sure that provision would be 242 that no one
would be penalized and I'm sure that if anyone'!s circunstances changed
between visits, some catastrophe befell, that there would be provision
made that we could meet that change.

Q Governor, in Washington, either in your meeting with the
President or other ofTicials, did you get an indicatinn of coopera-
tion 1in your hopa of getting federal approval for some of the
expefimental refg;ms you talked akout in the welfafe system?

A Well, T hdd =z long talk with Secrztary Elliott Richardson
and found him most interested in the whole idea of experiments at
state levels, and he wants te meet with our people. He ~-- in fact

he requested it before -~ bhefore I could get around to asking him

if we could meet with him. He wants to hear the proposals that

we have, He has problems. He has’e—khe has the problem of where
some regulations and waiveré might ﬂequife\ét least congressional
approval or approval of some of the congressicnai committees and

he pointed out to me the problem that we have of where regulations

are implementing congressinnal intent, but he also expressed a
willingness to try for that.

Q Governor, could I clarify something on the original before
we got off on the overall budget things you were talking about.

Were you saying that even if the cuts that you ére recommending in
welfare, Medi-Cal and towards education, some people estimated 400
million -- 500 million dollars, if these were all done and your

reform 53X -- tax reform program was adopted, allbelt belatedly so,
not much help for this year, that thls fall you are going to -~ with
all that still have a cgéh figﬁ problem that will require outside
Lorrowing? .

A No, we can't go to outside horrowing. As 1t now -~

this is against the law in California. But we will present alter-
natives to the legislature that will require legislation and there

is one alternative open to us administratively and any one of these
three will meet this problem of cash flow In the fall, But hope-

fully tax feform -- something in the same neighborhood, in general

8s what we tried for lastvyear, would then remove this for the future.
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Q Registered waerZts would te availaﬁié administratively,

right? You wouldn't need any legislation for that?

A This has always been avallable,
Q New subject, Governor. o
A Say, wait a minute. Ray way back there wanted -- we changed

subjects three times since he -~

Q Let's keep on the subject, Governor, we can finish ihis
thing. k |

A Is there anyone --

Q | I got one more question; Governor, If it should turn out

if you look at this, that the -~ that the cuts that you've made in
thﬁéragram were caused by changes in reporting or large part of them
caused by changes in reporting or changes in estimates and things like
that, will you still feel that the cuts that you made were justified?
That i1s, that the cuts within the program itself, in reducing services
were Justified on the basis of those flgures?

A Well, the wrong word is used, "justified." The cuts are
mandated at any time that the defioit in Medi-Cal is going to exceed
by ten per cent the budgeted amount. And when that happened that

law passed in '67, which was implemented in '68, went into effect in
'68, mandated on the administration the.euts,-- precedures that we had
to follow. I have no choice in that maﬁber, and these were mandated --
and incidentally it was not a bill I supported. I signed it
reluctantly. We had asked the leglslature to help us then four
years ago reform the program and this was their idea of reform and

it was Just about as Mickey Mouse as the program they passed to begin
with.

Q Could you go to the legislature now and ask for more -~
there is a bill in it now to re -~ to fund the program and abolish

the cuts that you made.

A No, we will be submitting to the legislature in a

subsequent message following the budget -~ we will be submitting

a plan for a reform of Medi-Cal.

Q Dat it won't affect this year, though?

A No, in this year it is the cuts that ke have implemented
that are bringing the program back into balance between now and the
end of the fiscal year.

Q Then no matter what caused those cuts, what the situation
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Was, you feel that the -~ the reductions should remain in force?

A For the balance of this year? Well, since they are
necessary to restore a balance, again I have to say it isn't a case
of what I think, It:1s what the law mandates. And the law has
mandated these cuts on me. And most of the people vhn were testify-
ing before the -- the legislative committees and the leglslative
committees who have been hearing this testimony all know that this

is the law, that I have no choice in the matter, and I'm just myself
a little put out that no one has bothered to mention that in passing.
Because as I sald tothils legislature, I Jjust -- now I feel a little

self conscious getting the full credit for all of this,

Q Another one back here on the same subject.
A We will get to you,
Q You mentioned removing some soclal services. What were

you talking about, what kind of social services?

A To the --
Q soclal services.
A To the senlor citigens, disabled and so forth?
& oo i f%ﬁ""@w
A Well, you will find that I can't 1list them all here, but you

will find that there is much the same procedure of it being assigned
as part of a case load to case workers, and special grants and so
forth to meet special problems of these disabled and these elderly
people, and I believe that whille there are probably some individuals
that would require some special care, that the overwhelming majority
of them Jjust the same as the people who are simply drawlng Socilal
Security, could receive an adequate income in an automated process

and they are adults and they don't require this -- all of this admini-

gtrativs« overhead,

Q But would you be cutting services? Would there be seme
services -~

A No, we would be providing the income that would pay for
these,

Q I see.

Q Governor, in your October 30th statewide telecast from

Anaheim you announced through Republican teamwork you got President
Nixon's assurance that he would release frozen funds for Califordda

water programs, specifically $10 million dollars for Westlands Project.



The money hasn't hc¢ﬁ released and Casper Weinoérger says it is
unf'ortunate that false hopes were raised. He says your statements
must have resulted from.a misunderstanding. Can you tell us, first,
what happened and second, di?&bu discuss this on your recent visit

to Washington?

A No, and what I understand happened that day, we received --
I received a call on the road from the head of one of the labor unions
involved about this and about the continuation of the project, and

as I said before, immediately got on the phone and ky nightfall was
told that the money was being -- was released. I understand now
that the misunderstanding involving myself and Washington was that
the money was released for the balance of a certain period of the
project and that the misunderstanding was -- and I didn't even know
that there was any problem concerning the subsequent year or subse-
quent stage of the project ~-- snd 1t is that money which has not been
released, But the program which was due to close down the following
week wqs continued in its funding. I4thought that this solved the
situation. I didn't know that it came to another point fu-~ther

up the line and that that money has not yet been released or appropri-
ated for that subsequent period.

Q Do you have any new assurances from the Nixon administra-
tion about rélease of thls money then in the future?

A I don't know what the situation is on that,. I haven't
checked with Bill Gianellil, the people that would know about that.

It was a -- 1t was a ~-- 1 get mixéd up on the names here, Bureau

of Reclamation project, bui: there was no misstatement of fact.

We had -~ we had secured the release of money that stopped the
shutdown that was scheduled for the following week. This was taken
by someone, ~- I made the announcement, my nobt understanding perhaps
that there was a subsequent appropriation that was necessary to
continue on into the future, and so evidently assumed that that

meant that had been approved, too. I didn't even know there was
such a thing.

Q Governor Reagan, the State Lands Commission approved new

offshore drilling off of Santa Barbara. What 1s your reaction to

this?

A No, Ray, it 18 Seal Beach, and 1t is -- they have approved --
it is the first one we have approved. We certainly can't find any
possiblility or they can't, bf a haward there. It is a man made

island. There are already 78 wells on that island. It isn't a



derrick or a plat{ 'm and it isn't up in the - “ctured leaky bottom

that we have in the Santa Barbara channel, and there 1s going to be an
additional well drilied on that same artificial island that's built

offshore.
Q What has the State done to insure the safely of any of

this offshore drilling in the future? What assurance --

A Well, wigH the exception ofa thing of this kind, this is

the first one that we have allowed, There is a moratorium on drilling
that 1s still in effect on state tidelands pending the -- and while

we worked with them to find 1f there -- better means of handling
problems and accidents if they should happen in the future, and I
don't know whether the Lands Commission has made any change in that
position or not. As I say, this well was a totally different --

different case.

Q Governor, how do you view the reports of the last couple -
days that you are -- that Washington is ahout to override your veﬁgw
of CRLA?

A I still ~~ well, I still have to say I'm confident that

they wontt, The law is very specific and clear in my right to veto
that program. It 1s also very clear that the only way 1t can be
overridden is if the ~- 1s if Washington -- they have to establish
that contrary to my veto the program is in conformity with all of
the rules, laws and regulations concerning the program. And to do

this they'd have to -- they'd have to be rather dishonest because

it isn't.
Q You look for a compromise?
A I know that they would -- they have tried to find some way

in which to -~ they could approve it by making great and drastic
changes in the program as it now exists, and I'm quite sure 1f 1t
should come to pass that they would still overrlide the veto, I'm
quite sure it would not be simply to override the veto and continue
wilth business as is, I'm qulte sure trere would be drastic changes
in the program.
Q Has there been ény favorable reaction to your alternative
plan you submitted at the time of your veto?
A It was very well recelved in Washington. And well received
at the White House.
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Q chernor; how long c¢an Mr, Uhler be working on preparing
an alternate plan and isn't it peculiar that he would be assigned to
do that at the same time he's theoretically the lialson between your
administration and the CRLA here in California?

A Oh, not at all, because for the last four years we have
been trying to get Washington, each time we have told them how
reluctantly we approved the econtinuation of the program, because of
the same kind of faults that we were finding, and each time Washington
made promises to us that there would be changes. And the promises
weren't kept, they didn't make the changes. This is why we took the
final action this time. But I have always insisted from the very
first that in any criticism of thes program or in any change of the
program that we must -~ you don't defeat something with nothing.

That I was committed to the bellief that the poor were entitled to
this legal service, and I have urged our people to find an alternate
program so that we could at least suggest to Washingion that we
weren't just against it and asking to cancel,‘that we had a proposal
for something that would do the job better.

Q Well, isn't it -- 4idn't it lead you bubjsct to criticisms
if at the one time you have Mr., Uhler preparing an alternate plan,

at the same time he's doing that purpobtedly making objective inquiry
of the efficacy of CRLA in California®

A No>, because from the very first whea they started checking
up on the hundreds of complaints that we were getting in the program
they lasw my ﬁolicy, which was that if we were -- if i was going

to on the basis of the repoci”s they{s bring‘back -- if 1t devéloped
that this led to a véto that I wahted, as T wanhed forvfour years,

8 conérete propqsal.of a’prggram,that would meet the’problgmAOf the -~
of thé néedy; fhe ruﬁal pddr,‘ _Now we have aﬁprqved without.any\'
hesitatidn any numbef,of ne;ghbofhooqllegal assistance programs

in California ﬁnder OEOWWhoTare réprasenting the poor in the urban
areas, and vef&‘sucéeséfﬁiiy and many‘of those have conducted claas
sults againsf this administration and some of those successfully.

So it isntt tfue;that this 1s our reason. TheAplain simple fact

1s that CRLA in California is not representing the poor as the law
required it to do. And we’thihk'there 1s a better way to do 1t.

Q Surely you and ybur staff must have been consulted by those
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péople in Washingu.un about What form you woul. iike to see the

drastic changes fake in a new CRLA program. If that's the

direction in which they were going to go,

A - Well, we finally gave our proposal of a progran. Now

our original proposal was that this program that we proposed could

be funded by foundatinms and privately funded and wouldn't call for
tax dollars. We are perfectly willing to give that to OEO and let
them fund it as an OEO project. We made that clear to them. Matter
of funding was not important. If they feel that OEC wants to continu
in that business, they are welcome to the proposals that we made.

Q You said that if they overrode the veto it would only be
with major changes in program, You have an indication that you have
some speclific idea of what changes would be involved if there were

an override?

A No, I -~ our people have been dealing with them and have
been talking with them at some length in the last few weeks on this
proposal and all I know is I haven't had %%%%ort on the detalls,

that many proposals have been made by gﬁ&ﬁ(as to éhanges that they
were willing to make.

Q You don't know spetifically what the administration --

Nixon administration would insiszst on?

A No. No.

Q Governor, was this offered in the splrit of a compromise
of -~ an override?

A Well, from theilr standpoint it is offered on the =wasis

that I think we have to agree that they'd like to find some way to
not sustain my veto. So they are exploring every avenue. Frankly,
I grow stronger by the day in my belief that the veto should be
npheld.
Q One more question, Governor, the head of the CRLA iIn
California sald today that your administration 1s asking other
governors and congresgsmen to actively support this -- the sustaining
of your veto by the -- your veto by the Nixon adminilstration. Is
that true, are you asking other peopleto help you out?
A I don't know ~-

MR. MEESE: Well, the congressmen in the areas served --
purportedly served by CRLA themselves have been in touch with us
because they wanted to importune the White House to sustain the veto,

Other governors have similar problems and they have asked us for
14



information, but as far as any massive move to these people, the answer

is no.

A I informed the Republican governors that the possibility --

because we hadn't made the decision yet, that the possibility existed

that I would veto this program and I said if so I would inform them

of our reasons for the veto and the procedures that we had taken.

And I can only tell you that the interest in this and the interest

in getting that information was -- was great add was unanimous because

I don't know of a governor -- I haven't met a governor -- maybe

there are some that -~ but I haven't met one yet that does not have

much the same criticisms of this program in their states that we have

here.

Q Governor, why i1s the White House, do you think, reluctant
g PV -3

to sustain your,veto if 1t was, as you say, recelved with some

approval initially?

A Well, let me point something out and it fits the governor

as well as thepresident. Everyone insists on saying that this 1s

the White House versus the Governor's office, Remember that a

man who is President of the United States, I think%, would only very

reluctantly inject himself into a situation involved these various

departments any more than I would, It is ~- you expect In good

administration that you have appointed people and you have departments

handlirg these and you hope that they wlll arrive at the right

decision, And if the -~ 1f 1t comes to a case then of overrule

one of your departments, that there is an administrative factor

enters in. I would thimk . lopg time about overruling one of our ouwn

departments on some decision that was in their -- in their domain and

that they were running, I would have to feel that they were being

very wrong before I would just step in and reverse them and I think

this 1s theposition of the President. If possible he would like very

much to feel that this will be handled through legitimate channels,

through the department, and through the appointed director.

Q Are you saying then that the federal QOE0O 1s desperate in

looking for a way not to sustain your veto?

A That'!'s ~- that's what I said, yes. And we were -- wWe are

prepared for that to be their attitude.

Q Is there a philosophical difference between you and the

Director of Federal OEO, or how do you see it?

-.]_5...



>

A Well, I don't know, I don't think 1t is a philosophical
at all. I think 1t is Just that Yashington -- various departments
and agencies in Washington sort of have a bullt~in reluctance to
beiieve that state or ldcal governments can be right. You have

seen this in the réactions even -- bi-pértisan, both ﬁerties, in the
reactions to the idea of revenue sharing, that, heavewc, never should
it be admitted that a local or a state government could use federal
funds as efficiently as the federal government can dispense them,

and you know, they think out here in the provinces that we -~ we
aren't quite up to standard.

Q Governor, back to your comment & moment ago about President
Nixon perhaps being reluctant to inject himself into this. Did

you take your case directly to the Presidemt -~ psirsonally to the
President when you were back there?

A And without asking for any answer or reply from him I
simply Bxplained to him what the case was, why our -- why we had
taken the steps that we had taken and called to his attentinon that
we did have a plan;

Did he give you any answer?

Q
A What?
Q: You gaid you didn't ask for any answer.
A Didn't ask for any answer, no.
Q But he didn't give you one elther?
A No.
(Laughter) |
Q Governof;,regardless of where some of these decisions are

being made in Washington, your administration dnd Washington has
had some serious disagreements on programs such as some of the OEO,
‘welfarc conformity, family asslstance plan and now national health

insurance., How would you characterize your relationship with the

Nixon administration in general?

A Well, I hate to disappoint some of the political pundits
but the relationship has always been cordiai, It's always been very
close, it still is, And the vislit we had for about an hour and a

half there in the -- in the White House was on that same cordial
basis. And as I have said before, the President knows that I intend
to lead a delegation at the Republican ponvention pledged to his

renomination for election.

Q Governor --
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Q Governor n change --
Q Can I follow that., Did you tell the President pemsonally
that -~ that you intended to lead the delegation? You do not lntend

to run against him or for anything else? In '72.

A I told him.

Q You did offer this to the President?

A Yes,

Q Did you or your staff have any discussions in Washington

on the possibility of expanding the role or the authority of the

Coast Guard of the navigable waters and the right to shut them down?

A This subject never came up, no,
Q Governor, regarding your vislt to Washington. Do you feel
now .that since you've'besn back there that communications between

Sacramento and Washington are far superior to what they were before?

Do you feel now that you have a direct link -- more so of a direct link
to the President or to Secretary Richardson and 1f so, where was

the ¢hink in the communlcatlons link tefore?  Specifically on the
AFDC difficulty?

A Wall, I think that tha® -~ that one gﬁﬁ at a deparimental
level and certainiy at a level below Elllott Ricr-zrdson who came in
new to that position. As I explalined to you in our press conference
upstairs at the time when kbhey were golng to announce the cutoff of
funds, Elliott Richardson did not know, had vsen misinformed, he aid
not know that there had not been a final court disposition of this
case, 30 the one thing that has been proved is I finally have met
him and, as I say, we hagd several hours together and I think got to
know each other well enough to know that we don't have any basic
philosophical disagreements at all and that he wants many of the same
things that we want in trying to get control of thése programs, has
the same belief we do that they are -- not only in need of reform,
they are a disaster. And I think this will help. Now, as far as
the White House 1s concerned, let me just say this, one other thing.
There wasn't an improvement needed. From the very first the Vice
President has been designated as the liaison between state and federal
government, and on those problems, particularly which must go to the
cabinet level or to the President himself, and there has never been
any problem of communication between us, The Vice Prefident has
been accessible. He has gotten back on every instance we have had
to refer something to him. As a matter of fact he was the channel
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we went through on ﬁhe eve of that aborted presé conference, when
they were going to cut off funds and the -~ this was whem he put -
Elliott Richardson in cantact with me immediately. He understood
the situation, and that'!s all 1t took, and the press conference was
cancelled, and they didn't cut off the funds. There hzs been -~
there hasvbeen a disagreement, one disagreement betweua the -- thils
administration and the White House, which has had to do with a family
assistance plan, and tle Presldent has been aware from the very first
and we have talked about it, that we did not -- we were in favor of
his original concept. We did not feel that the legislation that
subsequently was passed by the House of Representatives actually
carried out the original purpose and intent.

Q Governor, 1is there any --

Q Governor, how scon do you expect to call a gpeclal election

to fill the State senate seat?

A There 1s a time 1imit in which I have to do this, I
haven't pressed on this. Therets been a few other things happening,
as you can imagine, We will get at this as quickly as we can. But
when I fourd out that we couldn't under the law -~ we couldn't pass
it in time %to get it on the ballot of the local election in Los
Angeles, 1t lega'ly could not be done, then the pressure was off a
little bit becausc there was no way in which we could save thﬁ%onay of
of a special election Yy coupling 1t with them.
SQUIRE: Thank you, Governor,

s [0l e L ]
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GOVERNOR REAGAN: Good morning.

Q Good morning.
A I guess we've got nothing to talk about.
Q Governor, what assurances can you give that the counties

will not have to increase their costs by picking up the difference

if your Medffgal and welf:;e reduc?igns are bassed as well as your
proposed budget for public schools? |

A Every assurance in the world, Because I've been dlsturbed
about the manner in which this has been fuzzed up and certainly.

the leadershlp of the leglslature, I regrét to say,hss apparently
misinterpreted our intention in providing a budget and having to

tell them that we would come along in the next couplé of weeks with
detailed explanations of how we would meet some of the cuts. But
it!'s always been our determination that we wlll never pass a tax onto
leocal government because this in our estimation doesn't answer the
problem to simply change the pocket out of which you take the money
from the same individual. And so we have pledged that our proposals
for reform of welfare and Medi-Cal willl be such that they will not
only save the state money, they will saee the countles money and they
will save the federal government monles bhecause they are going to
reduce the welfare burden. And I think the latest finding of our
own audit team that right now there 15 sufficlent error at the county
level in determining eligibility that we estimate overspending of
about $51 million dollars. Now, part of that $51 million dollars is
county funds, I will call to your attention that a short time ago
we changed the regulations when we found we could to save an estimated
75 million dollars of county administrative expense, in the staffing
standards for welfare, and so far we know of 23 counties that hage
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taken advantage of that and have changed their staffing standards.

Now I Just regret that the legislative leadershlip evidently =--

when we first met, when I met with Senator Mills and Assemblyman
Moretti, they both -= I explained to them, they expressed thelr fears
that we would have to have an increased tax. I told them to please
hold their fire until they saw our propdésals because I honestly and
sincerely belleve that we can with thelr cooperation meet this
problem with no increase in taxes., And I think they have Jumped

at this budget perhaps under the mistaken belief that I'm not sincere
in this and that I'm trying to put the tax monkey on their backs.

I am not. I tell them again, if they will cooperate and meet with
us I believe I can convince them that no tax increase is needed.

Q Governor, how about -~- how about the case of local schggis
where according to Allen Post your budget 1s more than a hundred
million dollars short of Just keeping up with inflation.

A No, once again we hame -- we have increased the state fund-
ing for schools 42 per cent to match a 12 per cent increase in enroll-
ment over the last four years, Now It've saild tefore that the
legislature and myself in passing on these additlional funds to the
schools each year, not one of us has been avle Lo prove or say to

the public that we know for a fact this money is needed. 85 cents

of every dollar the state has glven to public education goes into
salary increases and we have had a task force working, as I have
explained over and over again to you, we have had this commission on
educational reform and again this is like the welfare and Medi-Cal
proposais. We believe that we found enough evidence that we can
help the school boards to better spend the money they are now getting.
And then in the event that this still reveals that sdditional money

is needed, at least this time we would be able to put our finger

gown and prove once and for all to the public that there was an actual
need for this money, 1t was not the resmlt of mig-spending of the
funds. Added to this is the other thing that I think can be

helped by tax reform, the need for a statewlde equalization formula,
But the money that we have put in actually meets the legislative
requirements, the formula for funding by the state, plus which we have’
added in the $88 million dollar one-tire kind of windfall or
emergency gif@fthat we gave public education last year, and we told
them then it would only be a one-year thing, but we have added it in
and extended '+ another year, so they are getting that money over and
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above. Now, if the local school koards or districts chose to
ignore the help that can be given and that there are savings to be
made and sinply take the easgy way of wanting to turn to the property
taxpayer, we don't have much control over that. But I belileve if
they will listen and if they will cooperate we can prove that we can
meet their financial needs and that there has been a misuse of the
funds they are getting.

Q Governor, Allen Post said yesterday that your EEQ%EE takes
into account inflngOn in calculating revenues but ignores inflation
in calculating state spending and of course in state employees'
gsalaries, Can you comment on thls apparent difference?

A Well, sometimes I think Mr, Post's staff is more energetic
than 1t 1s efficlent. There is no questirn but that we have,

as I frankly stated, reduced and deferred some spending in some
areas of state government which is very frankly belt-tightening and
which 13 the same kind of economies that our people are going to
practice in the present®of this inflation, We can't Jjust automaticallﬁ
turn the burder. over onto them, This part is true, Dut I noticed
also that Mr., Post, after he made his initial charges about the hudget,
he then did recognize that he was making those charges 1in advance

of seeing our proposals and without any knowledge as to whether the
proposals would meet these prohlems and I think the propesals will.
Q Governor, back to schools Jjust for a moment, the type of
help that you are willing to offer districts, 1s that Just general
help or do you have specific people who can ~~ 1f asked by the
Cistritét administration, come into a sdfisl district and show them
how to tighten up thelr problems?

A Yes, an auditing team and I think I was -- I know that
Wilson Riles in hls position 1s concerned ak%out this bu&E%ting figﬁ?e
also tut I know his very strong feelings about the need for acccunt-
ability on the part of schools. And I think we -~ when we work
together on some of these proposals -- I say we, I think can help in
some of the problems but at least then we can come to a point in
which if more money is honestly needed for the first time the state

will ke able to say, how much, and prove to the public that thre
i1s this need,

Q Governor, Mr. Orr suggested that your welfare message, would
ke coming very, very shortly. Can you give us an idea of when that
might be?
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A No. I'm going to be more cautious than bhat. We saild
within the next few weeks &% the time we presented the budget and

it will be that. I think you gap umderstand -- we got a new team
over there. ThRy're mombers -- many of them members of the same task
force that's been wofking on thils. It 1s a complicated busihess and
we are going to come forth with it just as fast as we can. Qur
situation was, and we were very frank about this, the law calls

for us to submit a balanced budget. We submitted a balanced budget
but admittedly without the explanation of how some of the reductions
would be met. We promised that, the answer to that, and we will
have 1t -- ‘

e Governor, how would you balance your budget in the event
that the legislature refused to approve your welfare reforms or the
federal government refused to approve them or the courts refused to
allow them to go into effect?

A Well, Jjust at this point I can't tell you how much of

this will be dependent on federal government. Mainly I think these
are things that we can do statutorily and administratively. The
legislation 1s passed, of course. This lessens the danger from

the courts, Qur problem has been the court's interpretation of
existing regulations and statutes. If the leglslature refuses to
join in reforming welfare and Medi-Cal, then admittedly they have
made a cholce and they have made a decision. I hope they won't
because the cholce they will have made 1s one that will leave them
with the prospect of tax increases on an annual or every other year
basls for as far as we can see into the future.

Q Governor, how do you justify using $126 million dollars

in the recerve funds, including 72 million from the teachers'
reti?@ment to balance this budget in view of your prgvious criticism
of this method of balancing the budget?

A Because as we have stated, this is a crisis in part of
which 1s a temporary sluﬁg in revenues that we can expect to go hack
up in the future as we come out of thils -- out of this economic slump,
and the contingency fund of the teachers is -- 13 actually -- ft is
pald for by the state and the state has responsibility for this fund
and 1f there is a contingency the state has to pay for it anyway.

3o we actually see no harm whatsoever and no setback in this program

of the borrowing of those funds.
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Q Governor, do you think it 18 a misuse of new school state
ald to use that for teachers' salary Increases?

You mentioned earlier that 85 per cent of the increases in scﬁg61
aid go for teachers' salaries. Do you think that's a misuse of funds?
A Well, not -~ teachers' salary incfeases are neezded but at
the same time I think we should point out that the -~ they can't have
it both ways. They can't attack the state on the basis of its
contribution to educatlon and say that 1t is shorting the quallty of
education or increasing class size or doing any of these other things.
And then continue to use the money almost entirely as a fund for
increasing salaries.

Q Governor, aren't -- while you are‘delaying your message
aren't you allowlng this group that's going to run around the state
telllng what's wrong on your budgét Jump on you before you get a
chance to explain your position? '

A Well, this again I regret, Squire, the announcement that
they are going to run around and hold hearings. It seemed to me

1t would have been far more seemly if they had waited until they

saw the proposals and then wanted to include those in thelr hearings.
I think the pezople are entlitled to know clearly what 1t is that we
propose and then I think in a system such as ours you would be able
to read whether the public agrees that the economﬂg'ban be made or
whether they are willing to tax themselves at a higher level, And

I think the announcement to suddenly go out on the basis of this
budget is again -~ I fegret to say, violating what I thought was a
bl-partigan approach that we were all agreed-certainly the leadership
of the other side was agreed with me, we would have in meeting these
problems, I still want that bil-partisan approach,

Q Governor, what was your --

Q The welfg}e proé?am that you now say may not go to them

I guess until Marech, you say a few weeks, would you expect this to

be adopted by June 30th when the budget has to be adopted or should
he adopted?

A I don't sce no reason why 1t shouldn't be, The budget has
to be adopted then.

Q How many years hnave you been trying to get through a major
welfare reform?

A Well, almost every year since Tive Yeen here except not
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this scale becaus }ery frankly, as I have ad tted to you in this
room, in our efforts over thase at least three years to get a handle
on these programs we oursslves were dealipg in almost bandaids,

We ourselves did not finally come down to the recognition that the
total overhaul was needed. le started things that we thought would
help and now we come with total overhaul. The other thing 1s that
never in ths fcur years tefore have we come to such a cerossroad in
which the alternative 1is to ask the people for more money.

Q Lo you have any reactlon to Senator Alquist's statement
that the legislature forthwith pass your budget and sehd it back to
you as 1t stands?

A Well, that is a liutle petulant on his part. And since
we have frankly stated that the -- that the means for halancing the
budget would require some leglelation, if hg means passing the budget!
and automatically guaranteeing me now that they will pass the‘legis-
lation, that goes with 1t, I'qd be very happy %o accept his offer.

Q Governor, have you specifically previewed the upcdming
messages to the legislature to President Nixon's office at all?

A Had I previewéd it?

Q Yes, 1in other words, you haven't yet presented to the --
your 1deas to the legislature how you are going to make the cutbacks
but have you gone to ~~- when you wcre in Washington did you preview
#cme of your gpecific 1céeas? I know you c¢iascussed wef?ére

refé?g and asked for the right to expsriment.

A Oh, no, no, there was no opportunity and I wouldn't have
taken up his time bzcause I wouldn’t have had all the specifics

that -~

Q A lot of thils depends on the Presldeniis cooperation,
isn't that right?

A I don't know whether the President -- I had an opportunity
to talk to Elliott Richardson , told him some of our views. He

was most interested and told me that when we are ready and when we
are prepared, he asked me i1f I would send our people in to talk with
him because he wanted to hear exactly what it was we had in mind,
and said he is looking himself for every suggestion he can get as to

how to get hold of it because he too recognizes that the program is a

dlsaster.

Q Change of subject.
Q No, I've got another question on this. Governor, when you
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say that it 18 not the State's intention to pass on the property tax
increases to local taxpayers, is this dependent on the Super$zsors
also cu€zing welfﬁ?é and Med{-Cal ba?k approximately the same level
as the State does?

A Well, yes.

,,,,, : Q Do the Supervisors have to take action on their own to do
this?
A Well, they have to -~ I think they have to conform. In

other words, 1f wé are -=- let's say Jjust in one fackt, 1f we are talk-
ing about a celling on incomes above which no individual who is
earning an income can receive welfare, 1f we are talking about
reducing grants to those who have high earnings now and are also
recelving welfare, and remember at the same time and somshow this
seems to have been overlooked in some of the more emotional outbursts
of the lasgt couple of days, we also have said it i1s a part of our
welfare reform that we recognize the necessity for ilncreasing some
grants to those people who have no other source of revenue, Now,
if the counties sinmply disazree with us and say that they belleve
= that someone Who 1s earning above a certain figure should continue
to get a welfare grant, then I havz to say yes, they are on their owun.
But we are talking about a welfare ~- of a structure in which they
would continue to meet their obligation and responsibility as we
will sndethe federal government will and all of us will be -- it
will be a reduced cost.
Q Governor Reagan, you've mentioned legislative crifiéism
and yet r. Post yesterday said your budget is full of wishfiful
thinking and might go down as the property tax increase act of 1971.
How do you answer these charges?
A Well, I answer them again with what I said about his sterf,
I'm sorry that Mr. Post saw filt to come up and criticlze this docu-
ment wilthin the first 28 hours and admit himself that he had no idea
of what 1t was we were golng to propose or what the conirols were and
that he was criticizing on the basis of the way it was presented.
Well, in the way it was presented, yes, we simply sald the budget
will be at "x" amount of dollars for welfare. But he's ignoring the
fact that @e have sald we will come in and detall the manner in which
we will arrive at that lower figure, with the legislative help. And
I have to say Mr. Post made some other statements in his testimony
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that ignored facts.

Q What were those?

A Well; I made some notes on some of them frankly.
(Laughter) 4

A Héé eriticism of education and so forth, and sald that we

were taking advantage of the growth in local assessed evaluation

in property taxes for public school ald, but hé didntt recognilze

that the state -~ the slippage as 1t 1is called; 1s the law of the state
and that the student furds -- or the state -- the budget funds that
exist in the state law regarding the schools and at the end of the
year you are told how much 13 slippage. We simply estimated or
figured the slippage in advance as to what it would te. He said

that we were deleting a special math program, A svecilal math

program expires oh June 30, 1971, and there was nothing to fund for
the coming year, He called a special -- he called on speclal
Geficlencles with regard to the -- to capital funding of construction
and apparently was counting in there the capital fuading of the Medical
schools that were suppcsed to bLe funde by a bond issue which falled.
The people voted against. We believe that our figurcs and our
estimates are far more up to date “han those that he used. As witness
one of his staff members the other day on Medi-Cal, 1t was dust a
short time ago that Mr. Post was accusing u: of hiding the $140
r.1111ion dollars Medi»Cal de;icit. S0 he sent Mr. Cooley up the

other day before the commitize to testify that the deficlt was only
going to be half that much, =.d then Mr, Cocley without a single
+uestion as to whare he got his basis fob his facts, left the room.
Without -~ we don't know where he got his so~cal’zd facts becausé we
have ours based on the actual figures for as late as these fall months.
And we know that the budget deficit is $140 million dollars.

Q Governor, does 1t shake your confidence in the budget
proposél that a man of Mr. Post's expertise and experience has such
strohg eriticisms of 1t?

A No, because if you check back,ras I sald over the last

couple of years, and I think this 18 probably much more due to some /
ofhis eager staff members, you will find that many of his dire warnings
have not only been conflicting with his own dire warnings, but they
have proven inaccurate and in almost every instance our estimates

have been accurate and we have based these on not only good estimates
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but on the facts aswwe have them and he can't have 1t both ways.
He can't tell us that we are hiding $140 million dollar deficit and
then furn around to try to take a bow for telling us that the deficit
is only half that Blg. He can’t tell us we are going to have a
$750 million dollar deficit and then turn around and find more money.
I remember Jjust several months ago when we‘were being 3¢cused of
""""" having a $537 million dollar surplus, and it was only a few weeks
later that we were being charged by the same source with having a
$300 million dollar deflcit. So the sky hasn't fallen,
Q Governor, ever since Post has been leglslative analyst,
which has teen 20 yeass, governors have been criticizimg him but
always because he manted to cutb, trim and squeeze. Now you seem to
be criticizing him because he wants to spend. Why do you suppose
there has been this change in rolés?
A Well, maybe the difference is he's got a staff now. Yes,
I've quoted him many tinmes on things where he went into the budget
and found a budgeted need and he explained where he could find that
this was not absolutely essential to the stae and I've agreed with
those things. But I -- I do think this ~- we are getting. into a
philosophical area here which I ddn't find him particularly getting
into in years past.
Q Governor, I'm confused about Mr, Pogiwénd4his staff, Are
you saying that the recommendations that Mr. Post's staff makes are
unrepresentative of -~ that he doesn't stay behind them or that they
don't represent his feelings? What's the difference between staff?
A I donit know. No, evidently -~ perhaps he's putting
woo muul. of a rellance on staff informacion. Now we all have to
do that when you've got a staff and I just happen to say that most of
the time my staff has heen right.
Q Governor, dbn't you and Mr. Post nave =rzcess to s seus
budget information, the same figures and statistics?
A Should have, I don't think we ever attempted to hide
anything from him.
Q Governor, if the leglislature should refuse to approve your

o

welfare proposals and make that change and go for 1ncre5ged taiZs,
what would your course then be?

A What could my course be? I'm responsible for a balanced
budget and they would have made a decision. Now, again, I gyynot

submit this tudget in this way to in some way make a tax increase fall
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on their backs. I am dedicated to the proposition that we don't

need a tax increase, We can, if they have got the puts, meet this
problem, and I want them to meet it, but so far they have made all
their blasts sines The gggégy was presented without the continuatlon
of the kind of communicajion we have had for these last few weeks up
until now without sitting down with me and finding out -- I think
some place along the line they have Jjust assumed that llke their
belief I share thelr bzlief about a tax increase and I'm trying %o
get out from under 1t myself., I am not.

Q Do you think it i1s time for you to go back upstalrs and talk
to Mr. Mcretti about 1t?

g I think this time I'll just call.

A] Governor, did you sometime late -~ or try to apply yourself- -
&ny increased pressure on the CRLA matter over Friday and Saturday?
Friday it appeared that at least there was reason to think that your
veto was golng to be overridden. Saturdaéé different courese was
taken. Did you apply any pressure you hadn't applied before?

A Well, there was an area of nzgotlation and let ms explain

1t very simply. No gquesgtion about 1t. The -- I “hink that some

of you were misled by gome QEZ0 office lesaks that were supposed to ~-
the leaks were deliberately supnosed to bhe building pressure on the
other side, The whole -- actually, vhat the regotlation was about
was once the lssue was declded as to upholdiig the veto we recognized
without their telling us that there had to be a transition perilod,
There are cases now in court, you couldntt Jjust suddenly pull the

rig and say it is all over ag of tomorrow morning. And the
negotiations very frankly had to do with differonce of opinion as to
how long the transitlion period had to te, We otviously felt that

it could be consummated in a shorter period of time. They held out
for a longer period of time, which would have in our opinion
virtually have been a preservation of the status quo. Angd we finally
came to an agreement on the 6-month period with the conditions that
most people have overlooked, very stringent conditions that were put
on this new sixfﬁontﬁ?gréﬁz. And yes, on Saturday, right up til1

the finish there was much phoning back and forth with regard to

the -- the period of time, the conditions and so forth.

Q Do the restrictions you refer to fovernor, apply to criminal

cases and class actlon type things, is that what you are talking

about 1n the restrictions?
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A There's never been any outlawing of class action, but the
things that they were -- they were vliolating the law, criminal
action, take a case of that kind, charging harrassment and s¢o forth,
involving themselves 1n labor dilsputes, They were all part --
I understand there 1s three typewritten pages of conditions that were
imposed on them,
Q Governor, many of the things that CRLA did gained support
from the courts in forcing the state to enforce 1ts own laws and
preventing the state from violating state laws. Do you suppose
that the AdJjudiCare or whatever program follows CRLA will be as
aggressive as they were 1n forcing the state to okey 1ts own laws
in face of what happened to CRLA?
A Of course you assume a premlse that I won't agree with,
that sometimes thls was forclng the state to ohey its own laws. You
are not golng to expect me at this late date to start agreelng that
all judlclal decisions are right and I agree with them.
Q Any one, for instance, the sanitatlion subject which you
have now embraced in the campalgn of farmers provide sanitggy saglta—
tion faciligiés.
A But we always have -- we always have ambraced this and we
have explained many times that there 1s a limit to the amount of
policing personnel which we have. Those are state laws that no one
ever intended to neglect and I'1ll gtate right now that I believe our
agriculture department under this adminlistration has done more to try
and enforce *hose and get agrlculture cooperation than any
adminigtratioca before us. But we fraakly had oo admit thai whare
violatvions occurred they were violationsg of the law, It didn't mean
that it was something that we endorsed. I would only point to the
cooperative efforts that we have made wilth the private sector and
with OEO op migrant housing, to improve migrant Znousing in .he Jarm
people -~

SQUIRE: Any more questlions?

GOVERNOR REAGAN: Well -~

SQUIRE: Thank you, Governor,

~==000~=-
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GOVERNOR REAGAN: We have some visitors this morning,
Herb Jacoks, University of California, Befkeley, with some journallsm
atudents here, Welcome, glad to have you here again.
Q :
there 18 a real posslibility the earthqﬁéke damgée 1s going to boost

jget without tax lnereases now that

the budget conslderably?

A Well, I thlnk s80. So far we haven't seen anything that
would make that much difference,. We are working -- we can't tell
you wha*fbhe loses are, what the funding will be, We are working
right now with the federal government in view of their new leglsla-
tion -- it 1s our information that there's been a great increase in
the various funds that are avallable from federal sources. I would
also poinﬁﬁut how much of this damage was done to public bulldings,
not in the private sector. We will know more atout what the 10355
are and what the reimbursement in federal programs will be very
shortly. S& aéé I can tell you is we wlll proceed on that basis,
But I don't see that this 1s going to materially affect the state
revenues,

Q Do you have any information that the $ederal--the Small
Business Administration which provides -- which administers the
disaster appropriations for small businesses, 1s broke and is 1t
going to be able to help out?

A No, we have no such indicatlon at all. As a matter of
fact, federal representatives at our joint briefing last week sug-
gested that Congress is very much of g mind to -- to do whatever has
to be done.

Q Governor, do you feel that the government at either the
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state or the federal level has a responsibility to insure that
private citizens don't get financlally wiped out by disasters of this

kind?
A Well, now, I don't think -- I don't know whther I quite
understand you.
- o
Q These proposals for statewide insurance programs financed

by a fund -- of public monies suggesting that the state government

has some responsibility to help people, private people, either by loans
or by grants or some -- some means of that sort when disasters of

this kind strike them, Do you think that this government does have
such a responsibllity?

A Weil you are asking a -~ I think kind of a hypothetical
questicn, I'd want to see what some of the proposals were, what

the capacity would be of government. I think morally all of us

have shown in any kind of disaster that's ever taken poace, not only
in this country but the restiof:the world, a determinatlon to help

to the best of our ability and people are already doing that. Churche
this Sunday in Los Angeles, and I'm sure perhaps all over the state,
there were great calls for voluntary contributlons. The Red Cross

is bentering on an effort of that kind right now. I know that

in other parts of the country, calls and pleas have been made through

the media for contributions for earthquake relief in California.

Q That's & short term kind of relief. What we are talking
here 1s a situation where somebody's house 18 destroyed or‘business
is destroyed completely add he faces a prospect of spending his 1life
paying back a loan to =-

A Well, you've got the federal government right now ¥ith

the Small Busliness Administration loan, not only for businesses but
for homes, and the farm loan -- home loan mortgage does the same
thing. I don't know that government ever could just simply assume
the burden of 1nsuring agalnst disaster to everyone of every kind.

I wouldn't know where exactly you could stop that.

Q May we change the subject, Governor?

Q I have -- Senate Finance this morning passed a blll
increasing the gasdflne té§ by one penny to help pay for this. will
you support this measure and what other state financial aid do you
foresee belng pumped into Los Angeles?

A Well, as L say, we are dealing now -- I think that the

greatest source of revenue from that 1s goling to come from the federal



government on these, Obviously -- and they have a program for
restoration of public buildings. On the one cent gig ta;‘inc;;ase,
we don't have the information yet that that is needed and we are --
we are working very hard to gét the figures and to know whethor it
will be needed or not. But certalnly if this i1s nesded, as wo have
done 1t before, then as I sald before, I would have no objectlon %o
this at all, But -~

Q How soon do you ==

A I sti1ll do think that we need to find out the actual
extent of the damage, what the resources are, before we éu&omatieally
turn to the people which seems to be the overpowering urge of somg
in government, to immediately think the answer to everything is to

throw some more money at it and railse tazxes. It seems to be an

irresistible impulse on the part of some.

Q You will sign the bill 1f the money, 1s needed?
A If 1t 1s needed, yes.
Q Governor, on that earthguake and your budget, the other

slde of -~ you mentioned that you don't see any problems with the
funds for fhe damages as 1t seems to be today. But what akout the
other slde of._the equation, the revenue side? The State Controller
says, for example, that private propef%§ damaEg esti;;tes can -- can
be deducizble this year from this year!s income tax, Will this
affect your surplus?

A Well, as I say, this 1s -- while 1t 1s a great loss to the
people actually involved, the private property loss, I don't belileve
when you filgure a program as bhlg as our tax program 1s in this

state, that that's going to make an appreciable dent.

Q Governor, the Controller sald that the deductions would
probably eat up all, i1f not more than, the surplus in the Beneral
Fund,

A That's possible. Maybe he's been figuring 1t closer more
than I have. I've been walting to find out what the -- what the
actual figures and the actual loss are.

Q Governor, this morning we understand you made the National
Guardsman avallable to 10 schools in San Fernando Vallay for carrying
water. Will you give us your background on this, why this is neces-

sary.
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A There 1s an area there that the mains are out and a lot
of this was tied in with the draining of the -~ the Van Norman Reser-
voir and National Guard ftrucks as well as I think other agencles,
were bringing water in there by ftruck and I assume this 1s what you
mean.
Q Any estimate on how long this will continue? When will
water be restored?
A I think we will have to find out from the Department of
Water and Power in Los Angeles.

MR. MEESE: Probably the rest of the week anyway.
A The rest of the week.
Q Governor, to change the subject, there seems to be a growing

move 1n Congress to substitute federalized welfare for the revenue

sharing, How do you vliew this?

A Well, 1f they mean federallized welfare and the federal
government running 1t, I don't think thelr present experience with
welfare exactly qualifies them as the best to do it, I have always
felt that welfare is something that should e managed and adminlstered
at the local level of government, the county level as 1t 1s done now.
I think the great fault with welfare beingz administered by the
counties 1s the 1 position on the countles of toth state and federal
regulations that don't glve them or allowkthem any elastlcity, any
flexibility 1in handling the programs. I know that the professional
welfare workers union has always favored a federallzing of the pro-
gram. They would prefer to be federal employees and not subject

to local control, and this doesn't exactly cause me to ~-- to look
with Jjoy upon such a thing. I don't think that the fedsral govern-
ment is capable of running or administering a program determined

at federal level for all bhe people of the United Staes out here at
the very fringes of the country and able to do 1t as well as local

government can do 1it,

Q Will you accept federal funding as a substitute for revenue
sharing?
A Yes, because the federal government has usurped so much of

the taxing authority of local government. The ideal would ke 1f the
federal government would simply transfer some of these reponsibilities
to the states and local government and at the same time turn back

to us sources of taxation they have pre-empted. I don't think



that's the (millenium ?)., I don't think. that-will ever happen so

the next best step, I think, 1s the revenue sharing as the President

outlined it to give the money and also give back.the responsibility
to local government.
Q Governor, this morning on the subject of welfare, the

Controller says untll you get your welfare message before the legls-

lature it i%éoing to be difficult to proceed with really doing anything
on the budget.

A Well, that's true but I think there will be enough time
left. We are working night andé%y on this, the welfare and Medi-
Cal reform proposals. Ne want to come forward, 1t 1s golng to be
very complicated legislation. It isn't golng to be just an omnibus
package, there are going to have to be a number of kills, We are
working with the county officials on this. We also have to be
working with the federal government in the proposals we make and

I think that we will have the proposals and the message before the
legislature with plenty of time for them to do whatever they need to

do.

Q Have you set a date, Governor?

A Not exactly, no

Q Target date?

Q Will the start of this legislature be this week?

A Wﬁill the message to the lggislature come this week? No,

I can tell you that 1t won't this week.

Q Well, Gover'nor', how much time do you feel the legislature

should have to handle the package? Mr, Fluornoy salid this morning

if you did it right now they'd only have 90 days including Saturdays

and Sundays.

A No, I think they will have more than 90 days and I think

four months is enough for them to do something.

Q Well, he added 30 days --

A I think there will be plenty of time for them to do all

of this. As I say, we are doing our best to come in with this

progran. There are a number of alternatives that have to be decided

on, something like tax reform in that regard, you come down with a

variety of choises and you seek out the best alternatives.

Q Well, Governor, this‘isn't exactly a new problem and the

finance problem isn't a new problem. What's taken so long to develop
~Ba. =



this program?
A Well, it is the desire to have a reform and not another
band-aid application. As you know, we have had for some months a
task force working. Well, we also had three various task forces
working on tax reform before we came in with a program. Now we
have new personnel over in the welfare department and we intend to
come forward with, as I say, a complete reform.
Q Governor, that task force repg?t came in in time to go in
the budget, according to the testimony given before a subcommittee
last week. That makes i1t two months old at least.
A No, no, the takk force report that came 1n presented Just
as the tax reform idea. If came in with alternatives, decisions
that had to be made, decisions that had to be made not just simply
imposed on others, but that we wantdd to talk in concert with
county officials also because we are administering the progranm,
sharing in its cost, so all of thils is going forward and as I say it
is a night and &gy process. As a matter of fact we are working now
like the legislature works in the last tlree weeks.
Q Are you consulting wlth the legislative leadership as this
is developed?
A We will he in consultation with the leglslative leadership.
I can't tell you exactly whether there have been meetings as yet with
them or not.
Q Governor, thils variety of choice and alternatives you speak
of, are you trying to decide among them or are you golng to send a
bunch of alternatives to thz legislature and let them decide?
A No, we wilill send legislation,
Q And do you have a target date, a deadline for getting
your bills in or for starting to get them 1n, or even your message?
A No, I keep getting caught, it won't be this week.
****** Q I heard that.
MR. MEESE: Shortly.
A Very shortly. That'!s 1t, that's a good word.
Q Governor, do you think the Controller was unfair this
morning when he sald he was very unhappy that you had not yet sub-
mitted the welfare package?
A Well, I don't know about his unhappiness. I'm sorry

if we have spoiled hls week-end. I'm unhappy, too. I wish we could



have had 1t with the budget message. We would have liked to have
been able to present it then. Would have liked to have been able

to present it before with the State of the State.

Q What -~ Governor, what do you think of Mr, Burton's plan

to fix up what you call the Mickey Nouse thing in the present law

as far as Medi-Cal? The thing that triggered this ten per cent cut,
Under his till 1t 1s 1%t :'just goes on a cash basls and you run out of
money, you run out of money, and thenprovide what's needed.

A Yes, I think -- I have to suspect that perhaps what Mr.
Burﬁgn has in mind 1s that if he could force us to not make the cuts
in Medi-Cal that we have mandated on us by the leglslature, they

passed 1in 1967, that then we would o down to about May at which point
we would run out of money and no one would be getting Medi-Cal, and
then of course they would be faced with the alternative of doing
without or increasing taxes, And since I believe that reform can

e liminate the possibility of increasing taxes, I think that the cu%gg
that we have made are taking hold and they are cutting the deficit and
I hope everyone now is confident in thelr own minds after all of

the various speculations that we were right and we had an independent
audit and the actual Medi-Cal deficit that we face was 1837 million
dollars, We have been using the round figure of 140, and I think

137 by actual outside audit is pretty close.

Q No one seems to know, though, whether these cuts are
actually saving you much money. Is there still the threat of the
next shoe might drop cutting off the medically needy?

A No, I think that they are making it so far. Every evidence
seems to be that we will be able to Jjust about come out from under,

a , Governor, you sald your welfare proposals included several

ol
dlternatives. How then were you atle to arrive at a fixad figure

in your buﬁget?

A Well, when you arrive at figures you -- I can tell you that
we take the most conservative -- in other words, we don't go overboard
and estimate a great figure optimistically hoping that this will be
done on the basls of case historles, case load and so forth, we try to
come out with a figure and then we take the most conservative making
an allowance -- a very gemerous allowance so that we won't be caught
short finding that the savings haven't teen that much.

Q Well, then, does that mean it is possible that the program

you might submit will actually save more money than your hudget?
7 ~



A That'!s a possibility we hope for.

Q And that conscrvative figure then 1s akout 600 million
collars for state, county and federal funds?

A Uh~huh,

Q Governaor, if the turton bifi passes will you sign 1t or
can you see any ciscumstances under which you would?

A Well, now, you get me to that old question that I always
try not to answer for any of you as to whether I will sign or veto
a bill. I can only tell you that I think Mr, Durton's intent was
to bring us to the end of the funds before the end of the year and

faced with no cholece hut tax inecrease.

Q Can you see any circumstances under which you would sign
it?
A Oh, 1f -- by the time it came down there our savings

from thoge cuts had already cleared the budget, then there would
no -- as a matter of fact, under the present law once out of the
hole we couldn't mandate those cuts anyway.
Q Another topie, Just one other.

You've sald you were unalterably opﬁgged to tgi incréases to
cover thisﬁégéﬁf%g?ﬁj Is that still your position?
A Yes, because I don't think 1t 1s nezded.
Q Ravenue and Taxation Committee hf the Asscembly yesterday
passed a constitutional amendment out which would Reduei:r . a majority
of 50 per cent for bank and corporaticens taxes. Has your position

on this chrnged in any way? .
A Well, I still prefer the one that I sald last year. I've

never been able to understand why the Constitution provided that
banks and corporations were protected by requiring a two-thirds vote
to 1lncrease their taxes and the remt of the people could be taxed

on a 50~per cent vcte plus one. And my approach last year in tax
reform was to make all tax increases require a two-thlrds vote.

I'd still prefer that, and again I think this is a case of the
philosophical difference hetween some of those and -- upstalrs and
myself, that they want to make 1t easier to raise taxes and I want to
make 1t harder,

Q Governor, Assemblyman McCarthy said he would not object

to having toth questions put on the ballot so that the people could
decide whether to have all taxes at 50 per cent or all taxes at two-

thirds vote,
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A Bless him.
Q Would you agree with that?
A I'd let the people make that cholce, yes,
Q When you sald you didn't understand how that two-thirds
got in there, it didn't mean you didn't understand the politics of
how, you dandargtand how 1t got into the Constitution?
A Well, 1t 1s another one of those things that I think explailns
why we have a constitutional reform commlssion.
Q Governor, what special qualifications did Senator Burﬁg
have tosmake you appoint him to the Liqudr Centrol Boi?a?

(Laughter)
A Well, I think here is a man with a distingulished record
as & leader in the Senate, the Preslident Pro Tem of the Senate with
a long record hera, You think men of this kind, not only Senator
Burns, but others, I think there are occasions when a man who wants to
stay in government, not in the elective process, it is quite a
tradition of*tilizing their vast experience, and I think he's had
vast experience that qualified him for this field.

(Laughter)
Qe There are quite a few other former legislators around

waiting for appointments, There are some others, for éxample
Assemblyman Mulford, I heard the other day ha's not going to get an
appolntment, he's around a long time.

A I can't tell you who is or isn't, but I can tell you i~
California we don't have very much of a spoil system. Yeu donty

have too many appointments taﬁaka, but we do have under consideration

along with him others, a number of former legislators,

Q You conslder the ADC Appeals Doard part of the spoils
system?
A Well, now, I use the term "spolls system"” meaning the

ability to appoint without the fixed civil service requirement of

government, and thlis happens to be one of the commissions that the
T Governor can appoint to. Now, I know the spolls system has a conno-

tatlion 1n many people's minds of somehow bhelng evil, but every govern-

’ment that I know of has certain exempt positions the Chief Executive

¢can appoint . In California 1t 1s must more limited than 1t is in

a great many other states, ever since the Hiram Johnson reform era.

I'm not complaining ahout 1t. That's good,
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Q Governor, did the revalatinms made last week about President

Nixon's cousin, alout the help he got from CRLA change your view at

&ll about that insti tution?

A About CRLA?
Q Yes.
A No, I think the very fact that CRLA got a hold of those

unfortunate pecple and persuaded them tormake themselves available

to the press on this issue is just reinforcement for my opinion of
CRLA. It dcesn't serve the poor, 1t uses them,

Q They sald that they had been served, though, by CRLA,

and they gave --

A Oh, I'm sure there are people who have been served and I
think I've made it plain frem the very first that you can't say there
haven't bheen cases legitimately handled in there but the over-all
balance of the program warranted the veto and I think the evidence

of that is that the veto was upheld.

Q Governor, what is your comment on the environmental

quality study councilts report that smog is a clear and present
danger in California and how do you square that with your statement
fto us within the last year that we have turned the corner on reducing
smog in the Los Angeles Basin?

A Well, I think that's kee explalned before. When I made
that statement I made 1t on the basis that thsre actually had been

a reduction back to about the 1960 or '62 level in hydrocarbons and
carbon monoxide, Subhsequently-+thin was a report on those two --

I had a briefing on oxides of nitrogen which have increased and which we
now know and did not know sometire ago were also a factor in smog.

I do think that we are gaining -- we have to run to keep even

because of the increase in the number of cars in a state that has the
growth rate that we have, but as to the general question about the
environmental commission report, I haven't had a change to get at
that. And it was -~ I think I was rather low on the list for
dissemination of the report, but now it has reached my office so

I'll be getting into it.

Q | The clear and present danger, though, doesn't that sort of
language worry you and doesn't 1t call for some drastic action?

A Well, first of gll, it can't add anything additional to my
worry hLecause 1f there's anybody in this state that hasn't recognized

it as a clear and present danger, they must have keen living out in
. s



the valley some place, 1in the mountains, I don't think any of us
have ever pretended that it 1s nota clear and present danger from
this, Ag long as you have people whose health is affected, they
have been ~-- as long as you know that an unusual weather perlod such
as we had last summer can multliply the effect of smog and make 1t

— in the same area with no additional smog sources -- can make it several
times as bad as 1t was in the previous season, you have to guard
against this, We know that the killer smogs in the east and
Pemnsylvanla some years ago dldn't occur because there was a gudden
upsurge in the politutants in the area, it occurred because of
a weather factor and this always hangs over us, just as earthquakes harg

) over us.

Q So you feel your administration is doing enough?
A We are dolng all that I think can be done at the present time
but we are -- when I say that, thit includes a constant research

for more that we can do.

Q Governor, do you precihude limits on growth or pppulation
in industry and residential developments in an area from solutions
to smog?

A Well, again you are getting me into details, I haven't
seen their report as yet. I would think that that would be such

a drastic change in our whole national policy, the freedom of people
to move and to.live where they want to live, that you would want

to be -~ if you ever embarked on that youfd want to be very sure
that it was an absolute necessity from the standpoint of protection
of the citizens' health and life,

Q Governor, have you declided yet on the election date for that

Senate district down south?

A I°iad a talk with Mr. Roberti about this and I am just as
anxious as he is to get this election announced and get it held.

I think I have some bases to touch, particularly the people there 1n
the community also, and I explalned to him I just haven't been able
to do thlis with some of the things that have happened. I hadn't
counted pn the most recent happrening to alter my schedule and change
some of the meetings. As a matter of fact, I had some meetings
gscheduled on this subject that had to be cancelled because of the

earthquake.

Q Have the Los Angeles Supervisors, who pay for the bill,
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asked for the election?

A No.
Q Sometime ago, Governor, you sald we thought we turned the
corner on smog in the Los Angeles Basin., Did I understand you this

morning, you have to run to keep up now, you no longer feel that way?
A No, I think the fact that we are actually decreasing the amou
of smog that s emitted from both stationary and moving sources is in
effect a turn:ng of the corner. The fact that we know that each
year the autoriobiles that are put on the road, and that are sold in
California will be emitting less smog than their predecessors 1s
a turning of corner. You refer to that when you say turning a corner,
back to a day when once consgcious of smog and Dr. Hagensmhmidt having
finally discovered the mamor source, the automobile, that you keew
that the automobiles were -~ 1if anything, increasing in the amount
cf pollutants instead of decreasing. But for several years now we
have begun with plans that are taking hold much faster anrd the
present day automobile is emitting only a fraction of what the earlier
ones did. One of our great problems, you talk about how far can
you go in solving something, one of the great problems in California
ig that we have a higher percentage of old cars on our highways than
in most other states. Qur sal@ibrious climate out here makes them
last longer and I have wondered at times if we -- 1f we aren't going
to tome to a point where we are going to have to take a look at the
possibility of funding and junking cars older than a certain age.
SQUIRE: Any more questions? Thank you, Governor.
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