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LEGISLATIVE BILL 668. By Jerome Warner, 25th District; W. H.
Hasebroock, 18th District; Thomas C.
Kennedy, 21st District; Fred W. Car
stens, 30th District; Willard H. Waldo,
31st District; Rudolf C. Kokes, 41st Dis
trict; Wayne W. Ziebarth, 37th District;
J. W. Burbach, 19th District; Maurice A.
Kremer, 34th District and Terry Carpen
ter, 48th District.

A BILL FOR AN ACT relating to real property; to prohibit
farming by corporations; to require disposal of rural real estate now
owned by corporations, or real estate hereafter acquired by them;
to establish a procedure for noncomplying corporations to exempt
nonprofit and other corporations when specified conditions are met;
and to provide penalties.

LEGISLATIVE BILL 669. By Jerome Warner, 25th District.

A BILL FOR AN ACT to amend sections 72-1304 and 72-1305,
Revised Statutes Supplement, 1967, relating to publicly-owned farm
lands; to provide that leases of such land be for a fixed annual
cash rent; and to repeal the original sections.

LEGISLATIVE BILL 670. By Jerome Warner, 25th District.

A BILL FOR AN ACT to amend sections 18-2102.01 and 18
2103.01, Revised Statutes Supplement, 1967, relating to cities and
villages, all; to make provisions for creation of an urban renewal
authority uniform for all cities and villages as prescribed; to repeal
the original sections; and to declare an emergency.

Committee fo Escod Governor

The President appointed the members of the Budget Commit
tee to escort Governor Norbert T. Tiemann to the rostrum to deliver
his Budget Message to the members.

GOVERNOR'S BUDGET MESSAGE

Mr. President, Mr. Speaker, Senators of the Eightieth Session of the
Nebraska State Legislature:

The Constitution of the State of Nebraska requires that the
Governor present to this legislative body at the beginning of each
legislative session a complete itemized budget of the financial re
quirements of all departments, institutions and agencies of the state
for the ensuing biennium. In fulfillment of that responsibility, I
present to you today my executive budget.
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Much of what is in this budget has already been presented to
you in preliminary outline form by me at two separate occasions
during the course of the recently adjourned special session. Con
tinued analysis during the months of December and January follow
ing the close of the special session has led me to change only a few
of the conclusions which I had reached prior to the special session.
The totals in this budget are nearly identical to the totals I pre
sented to you then, although the arrangement of some priorities
has been changed.

I am not recommending at this time any amount for funding of
any Homestead Exemption Bill. The demands of already existing
state services are too great at the present time to permit a home
stead exemption recommendation. Furthermore, my discussions with
citizens of the state and with various of the senators has convinced
me that there are real differences of opinion on the question of
what kind of homestead exemption bill should be passed. For these
reasons I am deferring recommendation of such a law and its
concomitant funding.

At the same time, I am still convinced that the food tax credit
should be increased from $7 per person to $9 per person and I am
recommending this in my budget. This will result in $6 million less
revenue being received by the state during the next biennium from
the sales-income tax.

The budget contains recommendations designed to meet the
needs of the state. It is a thoroughly business-like budget. It
contains no "fat."

As I present this budget to you for your consideration, I whole
heartedly urge you not to accept it in the spirit of traditional
padded budgets. This is not a traditional padded budget. I have
never submitted one to you as a Governor and I do not plan to do
so now. If you assume that there is padding in this budget, you
may find that you delete absolutely essential programs in your de
sire to cut something from the budget.

Likewise, even though I made a concerted and serious effort, I
was unable to reduce my budget to the point that it can be financed
from a 2% sales tax and a 10% income tax. Such a reduction is
impossible without substantially retarding the development of Ne
braska. I will not take part in such a paralytic activity by sub
mitting a budget designed to stay within the prisons of inadequate
revenues.

Budget Recommendations

The recommendations I am making for a total agency operat
ing budget from general fund revenues for the forthcoming biennium
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is $264.8 million. This is an increase over the previous biennium
of approximately 21 %.

In addition, I am recommending the continued funding of state
aid to cities and counties and to school districts at the same level
as in the current biennium. In other words, I am recommending
$20 million during the biennium for state aid to cities and counties,
and $50 million during the biennium for state aid to school districts.

My budget recommends a sharp reduction in capital construc
tion expenditures. The current biennium appropriation for new cap
ital construction is $26 million. In addition, amounts from previous
biennia were reappropriated so that the total appropriation for all
capital construction was $42 million. I am recommending that dur
ing the forthcoming biennium, capital construction be limited to
$15.4 million. I am making what seems to be a drastic reduction in
capital construction expenditures because of the need for additional
comprehensive long-range capital construction facilities planning
throughout state government prior to heavy construction outlays.

The total recommendation I am making in this budget for
combined expenditures from the general fund for agency operating
costs and capital construction costs is an increase of less than 17%
over the same combination during the current biennium. Addi
tional expenditure recommendations are in the areas of state aid to
local sub-divisions, an area which is distinct from state government
operations.

I see no way that this budget can realistically be reduced.

Aid Program.s

It is essential that the aid programs begun during this biennium
be continued at least at the same level during the next biennium.
These are the programs which not only will encourage the develop
ment of educational excellence in your youth, but are also the pro
grams which will bring local property tax relief to all of our
citizens.

Na state agency is operated with these funds. Local schools,
counties, cities and junior colleges use all of the money in these
programs. To say that this money is part of the cost of operating
state government is wholly inaccurate and I have tried to make
this point time and again during the past two years and I hope
you have too.

It is important that you join with me in making all citizens
aware of this. Unless they are aware of this and thereby focus
their attention on the management of local sub-divisions of govern-
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ment, the property tax relief promised by these programs cannot
be forthcoming.

State government doesn't spend this money-local governments
do. It is a lot of money-I am recommending $71 million in these
programs for local government to spend.

Where is the' Money Being Spent?

It may come as a surprise to many of you to discover how
few agencies in state government account for the total expenditure
of general fund revenue.

Although there are 51 agencies in state government that receive
money from the general fund, 6 agencies by themselves account for
over 80 % of the general fund agency operating expenditures. These
agencies are the University of Nebraska, The Department of Educa
tion, the state colleges, The Department of Institutions, The Depart
ment of Public Welfare and the State Patrol.

If you add simply five other agencies-The Department of
Health, The Board of Educational Lands & Funds, The Game Com
mission, The Tax Commissioner, and The Department of Adminis
trative Services-you have 11 state agencies receiving almost 90%
of general fund agency operating dollars.

Any discussion of budgetary size or budgetary composition must,
irresistibly, therefore, focus on these larger agencies. Let me dis
cuss them.

University of Nebraska. On countless occasions I have pledged
to the citizens of Nebraska my trust in developing educational
excellence in our state. I intend to keep my pledge. The com
position of my budget reflects this intent.

Once again, my largest single agency recommendation for gen
eral operating funds is the University of Nebraska. The total gen
eral fund recommendation for operating funds that I am making for
the University is $85.4 million, an increase of approximately $30.5
million over the current biennium.

Let me make a comment or two to explain this increase.

First, the University is presently spending money at the rate
of $31.2 million per year. To simply continue this for two years
requires $62.4 million. Adding in the cost of living and inflation
increases that I have recommended for all state agencies brings
the pure continuation budget to $70.7 million.

S.econd, workload increase accounts for the remaining $15 mil
lion. Part of this-$6 million-is attributable to increased enroll-
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ment. More students require more staff. Another large portion
$5.3 million-is budgeted for personnel and facilities needed for
staffing buildings just completed. The University hospital, the chem
istry building, Kimball Hall, the seed laboratory-these are all ex
amples of newly constructed buildings that must be staffed to be
productive. The remainder of the $15 million is in the shoring up
of the extension program, increased agricultural activities, and in
creased organized research.

What I have tried to do in my budget recommendations for
the University is to insure the continuation of educational progress
we have made during the present biennium. We have a great
university. It would be to our discredit to permit it to deteriorate
and I will not allow it to happen.

During this biennium, we have given greater financial assist
ance to the University than during any other biennium in the
state's history. I urge you to continue this spirit. The amounts
recommended in my budget for the University are not dreamy, eso
teric amounts. As I have just described them to you, they are
hard-line, but at the same time progressive. As the educational
system moves, so the state moves.

State Colleges. The problems faced by the state colleges are
much the same as those faced by the University. Increasing en
rollment, competition for faculty, economic limits on tuition in
creases, need for expanded physical plant, and an ever-expanding
horizon of areas in which they feel qualified and capable of provid
ing services to the public.

My response has been the same as my response to the Uni
versity. I have budgeted for a continuation of that progress dur
ing the forthcoming biennium. In the state colleges I have recom
mended an increase from $10.8 million to $14.5 million operating
funds.

Approximately $2.8 million of this increase reflects continuation
of present services and an additional $1 million is attributable to
enrollment increases. To upgrade the teaching load, I am recom
mending slightly less than $1 million designed to reduce the present
heavy teaching load at the colleges to a more manageable level
competitive with comparable institutions. Finally, I am recom
mending that the recently constructed fine arts building at Kearney
be staffed.

. Department of Education. It probably comes as no surprise to
you to find that the Department of Education is one of the six
largest spending agencies utilizing general fund revenues. This
agency has as varied a responsibility as any agency in state govern-
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ment. It includes special education programs, vocational education
aid, vocational rehabilitation, education of deaf students, education
of visually handicapped students, administration of the state aid to
education programs, and many others too numerous to list. The
possibility of exciting, new, productive programs is as great in this
agency as in any agency in state government.

It is in the budget of this agency that I have placed funds of
$1 million to create a vocational-technical school on the near north
side in Omaha. My feeling on this item is as strong as on any item
in my budget. We all know the pressing need for vocational
technical school graduates. Nowhere is that need greater than in
Omaha where industrial development is so rapid. Likewise, no
where are there citizens of our state who need the vocational train
ing as in the near north side of Omaha.

Department of Public Institutions. The Department of Public
Institutions is the agency of state government where you and I as
elected representatives of the citizens of Nebraska can best display
our compassion to our fellowman. I have recommended $56.2 mil
lion be spent in the Department of Public Institutions during the
upcoming biennium for operating expenses, an increase over the cur
rent biennium of $8.7 million. I cannot imagine a more satisfying
expenditure of funds.

We are planning to continue our development toward more
community-based care for our mental patients. This budget pro
vides for this development. In mental health, we have intensified
our therapy in our mental hospitals by separating the senile patients
from the mentally diseased patients. We have accepted the ment
ally diseased patients for treatment and have urged the senile pa
tients to locate in nursing homes. By continuing this approach and
by providing more staff in the upcoming biennium, we can reduce
our staff-to-patient ratio to a level at which the patient will have
a much greater opportunity to receive the treatment needed to han
dle his mental disease.

If my recommendations are approved, the mentally retarded in
Nebraska will have a much greater opportunity to lead productive,
happy lives than now. The present staff-to-patient ratio at the
Beatrice State Home is at approximately 35% of the hospital staffing
pattern advocated by the American Association on Mental De
ficiency. This is a shameful ratio. My recommendations would
increase the staff-to-patient ratio to 45% of the standards, still by
no means a satisfactory ratio but one which we certainly can afford
and must afford if we are going to make at least the minimal
effort.

I am urging the Legislature to consolidate mental retardation
programs in the Department of Institutions. Currently, some re-
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sponsibilities for treatment of the mentally retarded lie in the De
partment of Health. If this consolidation is accepted by the Legis
lature, an additional $2.5 million will be transferred from the De
partment of Health to the Department of Institutions. This money
is designed as the state share of state-community funds devoted to
day care centers in communities throughout the state. We propose
that the state provide 60% of the resources and the communities 40%
of the resources to build and operate these centers. Research in
mental retardation has proved that many of the mentally retarded
can live satisfying and productive lives provided they remain in
the communities with the friendships and associations that the com
munity provides.

My recommendations provide for the staffing of the newly com
pleted Soldiers' and Sailors' Home Hospital in Grand Island, a build
ing which will be completed during this session of the Legislature
and which will provide hospital care for Nebraska veterans and
their families.

Funds have been provided for the creation of a juvenile parole
system so that juvenile offenders in the state can be treated sep
arately and distinctly from adult offenders. The two offenders
present different kinds of problems for society and the solutions
should be tailored differently for each of the problems.

Currently we have 27 vacancies among guards at the State
Penitentiary and a large number of vacancies among personnel at
our security ward at the State Hospital in Lincoln. For the protec
tion of society, it is essential that these posts be filled and they
cannot be filled without upgrading the salaries to make those posi
tions competitive with comparable positions in the market place.
This budget provides for such salary upgrading.

Department of Public Welfare. It has become popular to
find bad connotations in the use of the term public welfare. We
should not forget, however, that the services provided by the De
partment of Public Welfare to the homeless, the blind, the old, the
dependent children, and the medically poor are of the highest im
portance and benefit, both to the recipients and to those who pro
vide those services.

This budget recommends an increase from $26.4 million in this
department's operating expenses to $34.9 million. The bulk of this
increase is attributable to the fact that medical costs are forcing
increases in the amount the state must provide for services to those
receiving Medicare and Medicaid. We cannot expect the medical
vendors to absorb for the rest of society the increased cost of their
services to the medically indigent.
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Do not be misled in this area. Almost no able-bodied persons
capable of working are receiving public welfare payments. Those
who are receiving public welfare payments are those persons who
are unable to work, not because of any interest in being unem~

ployed, but because of certain handicaps.

State Patrol. My recommendation for the budget for the State
Patrol, the final one of the larger state agencies, is an increase
from the current biennium's $8.5 million to $10.6 million. This is
simply a continuation of current programs in an effort to consoli
date the gains made in this biennium. No additional patrolmen are
provided for in this recommendation. It is our responsibility to
the citizens of the state to retain the fine organization that is our
State Patrol and to provide the service throughout our sprawling
network of highways that only the Patrol can provide.

All Agency Guideline,s

Let me emphasize that in all of these large agencies, as well
as in all of the other agencies in my budget, the emphasis has
been on programs designed to provide continuing services only.
By this I mean that I have emphasized meeting simply the needs
of state government, needs which have been recognized either
through previous action by this Legislature or by the creation of
new situations operating outside of government.

I have recommended annual salary increases of 5% to make
sure that real income to state employees is not eroded by cost of
living increases unmatched by comparable salary increases. A 3%
inflation factor has been budgeted on all non-personal services
items, items in which the price simply has increased because of in
flation. Positions not filled have been removed from agency staff~

ing patterns and continuation budgets on personal services have
been calculated from this reduced staffing pattern.

Using these guidelines, my budget for continuing services in
these six large agencies that have been provided during the present
biennium amounts to $208 million. The total of operating budgets
for these six agencies is only $214 million. In other words, over
97 % of the budget for these agencies is simply to continue services
that are now in existence. In my budget document this amounts to
the totals of the continuation and workload increase items.

These figures are typical of all agencies. This is why I label
my budget a continuation budget.

The few programs I have recommended which will provide new
or improved services are not frills. They include such programs as
an increase in appraisors in the Board of Educational Lands &
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Funds to expedite the sale of school lands as directed by the
Legislature, an increase in the budget of the Department of Ad
ministrative Services to expedite the development of a personnel
system, again as urged by the Legislature, development of a state
water plan as directed by legislative resolution, a minimum con
tributory insurance program for state employees, creation of an
insurance program for state vehicles as required by statute, oper
ating phase one of the telecommunications plan as directed by
state statute, etc. These are hard-line items; items which cannot
be placed in the category of frills.

Capital Construction

Many of our buildings have not been maintained over time as
they should have been. Similarly, many in the past never had the
careful inspection of trained experts to determine whether there
were fire and safety hazards that had been incorporated in their
initial construction or had developed over time. These chickens
have come home to roost. We now must make the repairs to the
buildings which should have been made over the past decade.

One of the guidelines I have taken in capital construction in
this budget, therefore, is to retain the good facilities that we now
have by putting them into a safe and useful condition. Of the
$15.4 million I have recommended for capital construction, $6.3
million of this is devoted to maintaining buildings in their present
working condition and renovating them so that they comply with
fire and safety laws of the state. To do less would be to endanger
those who are inhabiting those buildings, a price that I do not feel
this government wishes to assume.

Another guideline I have used is to recommend in my budget
the construction of those buildings which the Legislature has previ
ously recommended. In other words, the legislative study recom
mendation is for construction of the Lincoln State Hospital Medical
Building. I have this in my budget. Likewise, the Legislature
previously appropriated funds to build a gym at the Kearney Boys'
Training School. This gym burned down, and I have in my budget
funds to replace it. Likewise, the funds for the Agriculture-Health
Laboratory Building were appropriated in part during the current
biennium appropriation, but not sufficient funds were appropriated
to build the laboratory building. I have recommended in my budget
sufficient funds to build that facility.

As a point of interest, I should point out that just as in agency
operating budgets, the capital construction budget is composed
primarily of funds appropriated to four agencies-The University of
Nebraska, the state colleges, The Department of Institutions, and
The Game and Parks Commission. 93% of the general fund capital



SEVENTEENTH DAY-JANUARY 29, 1969 293

construction money in my budget is recommended for those four
agencies.

What has not been Covered in my Budget?

The total agency general fund request amounted to $548 million.
This is by far the largest general fund agency request ever sub
mitted to a Governor in the State of Nebraska. I find no fault with
the agency heads for submitting such requests. That is their sin
cere opinion of what is required to run their agencies the way they
should be run to provide the services that they feel the citizens of
Nebraska demand.

Nevertheless, I have cut $219 million from those requests.
These cuts have not been easy ones, since many of the programs
which are included in the requests of the agencies and which I
have not recommended in my budget are programs which I sup
port.

I have not funded these programs even though I support them,
because I sincerely feel that this two-year period should be a con
solidation and a settling period to permit the state to absorb the
programs instituted by the past Legislature.

I have not funded these programs for another reason also:
There are programs which will be considered by this Legislature
during the course of this legislative session which will cost money
to implement. I am referring to such programs as utilizing some
portion of general funds for highway construction, implementing
many of the Little Hoover Commission recommendations, expanding
aid to higher education, co-ordinating all higher education in the
state, expanding vocational-technical educational opportunities, fully
implementing the opportunities presented by the Juvenile Delin
quency and Prevention Control Act and the Omnibus Crime Bill,
etc. I will actively support many of the bills designed to implement
these subjects, and I will urge you to support them also. They
are not items which I can at this time place in my budget since
they are not presently cast in such a form that I can include them
in any particular agency's budget.

Similarly, there are some expenses which have already been
incurred such as the cost of running the Legislature during this
session.

Finally, there are before you some requests for deficiency ap
propriations, appropriations to cover expenditures greater than the
amount appropriated by the Legislature during the current bien
nium. These deficiency appropriation requests are deserving of
your careful consideration. Many of them could not have been
avoided regardless of what management practices were followed.
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As I mentioned earlier, I have been unable to reduce this budget
to fit within the terms of the current tax rate. This is what I said
to you earlier during the special session of the Legislature and
this is what I now repeat to you. My budget can be funded by a
10% income tax and a 2% % sales tax. It cannot be funded by a
10% income tax and a 2% sales tax.

By formula, the income tax rate is determined by whatever
action the Legislature takes on the sales tax and other taxes. Al
though the State Board of Equalization and Assessment announces
the rate, the rate itself is determined by what is done by this
Legislature with respect to the sales tax rate and the budget. There
is nothing magical or mystical about it, and the State Board of
Equalization and Assessment has no flexibility in determining what
the income tax rate will ceo

During the special session of the Legislature I presented to you
my convictions about retaining the sales tax rate at 2% % and
financ:ng the budget which I alTI now recommending to you and
which I presented previously to you in the special session. You
dEtermined at that time that you did not want to so retain the
sales tax rate without first analyzing for yourselves the revenue
and expend:ture picture.

The determination of the size of the budget is now one for you
to make. The respective taxes to rroduce the revenues neccesary to
meet that budget is also now one for you to make.

It is my responsibility as Governor of the state, to urge upon
you this budget which has bsen carefully prepared and carefully
pruned. A budget less than the one which I am recommending
would be destructive to the progress that we have made in the
state.

One word on the amount of revenue we can expect to get from
our sales and income taxes. You are aware that the sales tax is
producing more than we had estimated. This can be deceptive.
When the estimates were made, we had no ex~erience at all with
either the sales or income tax. It was essential that we estimate
conservatively at that time.

Now, we have experience. We can estimate with much greater
certainty what our taxes will produce. I urge you, therefore, not
to conclude that we will be receiving more revenues than we are
now Estimating. That kind of fiscal approach could be devastating.
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BudgEt Proc'edure

Let me close by making a few comments on budgeting pro
cedures.

First, I have discovered that it is essential for clear and cogent
budget presentation by the executive to the Legislature that the
executive be provided with sufficient staff to make a continual
in-d"pth analysis of the operations of all significant money agen
cies in state government. I have pointed out to you the 6 to 11
agencies which account for 80 % to 90 % of the general fund money
appropriated. It is my feeling that most of those agencies should
have a separate budget analyst from the budget office of the Depart
ment of Administrative Services assigned full-time responsibility
for reviewing and analyzing budgetary implicaticns of the opera
tions of that agency.

8econdly, it is essential that the budgetjng process be a con
tinual process, not one which b?gins six months or one year prior
to the convening of the Legislature.

Thirdly, I believe that there should be a review annually of the
fiscal condition of state government by the Legislature. Whether
this is done with standing committees which have been given the
authority to speak for the entire Legislature, whether it be done
by an interim sr;ecial budget session, or whether it be done by the
process of recessing the Legislature rather than adjourning it sine
die at the conclusion of the regular session seems immaterial at this
point. What seems essential is that a periodic review be made of the
fiscal affairs of state government at least annually. Th:s cannot be
done in the Legislature's absence. To that end, I urge that the
BudgEt Bill establish annual appropriations.

And finally, there should be continual dialogue between my
budget office and your fiscal office so that any disagreement you
and I may have will be over policy and not over the validity of facts.

Mr. Burbach introduced Mrs. Norbert T. Tiemann.

The Committee escorted the Governor from the Chamber.

MOTION-Discuss Governor's Budget

Mr. Carpenter moved that this Body meet at 9:00 a.m. Monday,
February 3, 1969, for at least one hour, for the purpose of attempt
ing by a general discussion, the procedure and sense of direction to
take in the area of the conditions of the Governor's Budget.

The motion prevailed with 39 ayes, 0 nays and 10 not voting.


