
CONFERENCE COMMITTEE REPORTS 

Conf. Com. Rep. 1 on S. B. No. 90 

The purpose of this bill, as introduced, is 
to authorize the department of health to 
charge fees in addition to those presently 
set by statute when examinations for cer­
tain licensed occupations are purchased 
from a professional organization or exami­
nation service. 

The department of health has informed 
your Committee that the fees presently col­
lected of applicants for licenses in podia­
try, physical therapy, and several other oc­
cupat ions do not cover the examination 
costs when examinations are purchased 
from professional organizations or examin­
ation services. The director of health has 
therefore requested authority to charge an 
additional fee to defray examination costs 
when they are higher than the fees in the 
schedule. 

Your Committee agrees with the direc­
tor that this proposal to give the depart­
ment authority to levy an additional fee 
when necessary to defray costs would be 
preferable to amending the fee schedule 
from time to time. 

Your Committee has been informed that 
functionally it may be appropriate to trans­
fer the department of health's examination 
and licensing function for certain occupa­
tions to the ·department of regulatory 
agencies . The licensing of various ap­
parently-related occupations are currently 
administratively controlled by the depart­
ment of regulatory agencies. 

Having reviewed the feasilibity of the 
transfer of such functions from the depart­
ment of health, and the workload of the de­
partment of regulatory agencies, it is your 
Committee's recommendation that no 
transfer of functions take place at this 
time. 

Your Committee has amended the bill 
to conform to Senate draft I of the bill 
which provides for the general intent and 
purpose of the bill and which retains cer­
tain licensing and examination functions 
for various occupations within the depart­
ment of health. 

Your Committee on Conference is in 
accord with the intent and purpose of S. B. 
No. 90, S. D. 1, H. D. 1, as amended and 
attached hereto as S. B. No. 90, S. D. 1, 
H. D. 1, C. D. 1, and recommends its pass-

age on Final Reading. 

Representat ives Akizak i, Yuen and W. 
Chong. 

Managers on the part of the House. 

Senators Yamasaki, Ching and Hender-
son. 

Managers on the part of the Senate. 

Conf. Com. Rep. 2 (Majority) on S. B. 
No. 1283 

The purpose of this bill is to increase 
general fund revenues to correct the seri­
ous fiscal imbalance which currently exists 
in State government. 

To accomplish the purpose of the bill, 
your Committee on Conference has 
amended S. B. No. 1283, S. D. 1, H. D. 1, 
to provide for appropriate tax measures. 
In developing the bill, your Committee has 
considered all of the tax and revenue bills 
proposed by both Houses of the Legisla­
ture and has selectively incorporated those 
proposals which best serve the immediate 
purpose of closing the State's financial 
gap. 

Your Committee emphasizes that this 
bill is but an interim measure designed pri­
marily to correct the present fiscal condi­
tion of the State. While it is acknowledged 
that a comprehensive review of the entire 
tax system is in order and reforms should 
be developed from such review, a more 
permanent restructuring of the tax system 
must await more detailed examination. 
Your Committee recommends that such a 
detailed examination be given high legis­
lative priority. In the meantime, your Com­
mittee has sought to take steps in the di­
rection of correcting those tax situations 
which are manifestly inequitab1e, leaving 
to further study those reforms which 
should be adopted only after a careful 
assessment of all of their eff<;cts. 

The findings and declaration of neces­
sity which provide the basis and urgency 
for this bill are specified in section I of the 
bill. In summary, your Committee finds 
that: 

I. A serious fiscal imbalance has devel­
oped in State government which, if not 
corrected, will affect the fiscal integrity of 
the State and the welfare of its people. 

2. The fiscal imbalance has developed 
largely because of forces outside of the 
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control of the State, not the least of which 
have been national economic policies. 

3. There is little prospect for federal re­
lief. On the contrary, federal budgetary 
policies portend a greater financial burden 
on State government. 

4. The pressure on governmental expend­
itures will continue unabated. Even if there 
is no expansion of scope or increase in 
quality of public services, population 
changes and price increases alone will 
move State government expenditures to 
higher levels. 

5. Strict controls have been exercised by 
the executive in expending funds and by 
the legislature in setting budgetary levels, 
but these measures alone are insufficient 
to eliminate the expenditure-revenue gap. 

6. The unwelcome conclusion is that tax 
revenues must be increased to prevent the 
State from drifting from a condition of 
fiscal imbalance to a condition of fiscal 
chaos. 

7. The long-term approach to restoring 
the State to fiscal health should be not 
merely on raising revenues but on reform­
ing the tax structure. 

8. Considerations of equity among 
classes and among citizens in similar eco­
nomic circumstances, the closing of tax 
loopholes, the relationship of state and 
county taxes to federal taxes, relieving the 
burden from those least able to pay, and 
promoting economic efficiency and eco­
nomic growth are all factors which should 
guide approaches to tax reform. 

A. Tax Revision Recommendations 

Your Committee recommends the fol­
lowing tax revisions: 

1. Individual Income Tax. Your Com­
mittee finds that the present income tax 
imposes a heavy burden on taxpayers with 
low and middle incomes. Your Committee 
has, therefore, revised the tax rate sched­
ule to lessen this inequity and yield ap­
proximately $2.44 million for the 1973-75 
biennium in additional tax revenues. The 
tax rates for single taxpayers and heads of 
households with taxable income over 
$14,000 and married taxpayers filing joint­
ly with taxable income over $28,000 have 
been increased, while the rates applicable 

to taxable incomes below the above stated 
amounts remain unchanged. 

Your Committee recommends that the 
alternative tax rate on 100% of net long­
term capital gains be increased from 4% to 
6%. The additional revenue resulting from 
this is included in the above $2.44 million. 

Your Committee further recommends 
that several federal provisions contained in 
the Tax Reform Act of 1969 and other spe­
cific amendments made to the Internal 
Revenue Code be adopted to permit closer 
uniformity between federal and State tax 
laws. 

2. Corporate Income Tax. Your Com­
mittee recommends that the corporate in­
come tax rates be revised to yield $9.5 
million of additional revenues for the bi­
ennium. The two principal changes are (a) 
the tax rate on the first $25,000 of a cor­
poration's taxable income is increased 
from 5.85% to 7%, and (b) the tax rate on 
taxable income in excess of $25,000 1s m­
creased from 6.435% to 10%. 

Consistent with the capital gain revision 
made in the individual income tax sched­
ule, your Committee recommends that the 
capital gains tax on corporations be in­
creased from 3.08% to 6% of net long-term 
capital gains. The additional revenue re­
sulting from this recommendation 1s m­
cluded in the above $9.5 million. 

Your Committee also recommends that 
the federal provisions affecting corporate 
income tax contained in the Tax Reform 
Act of I 969 and other specific amendments 
to the Internal Revenue Code be adopted .. 

3. General Excise Tax Credit, General 
Excise Tax and Use Tax. Your Committee 
is aware of the overriding deficiency in 
depending on the general excise tax as a 
source of revenue. It is excessively regres­
sive in its effect on taxpayers and thus in­
consistent with the criterion of equity. 
However, no increase in tax revenues of 
the magnitude necessary to correct the fis­
cal imbalance of the State can be accom­
plished without some reliance on the gen­
eral excise tax. 

Your Committee, therefore, sought a so­
lution which would fulfill two basic re­
quirements: (a) that any increase in gen­
eral excise tax be eventually scaled down, 
and (b) that, to the extent possible, some 
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element of progress1v1ty be injected into 
the tax system so as to equitably distrib­
ute the tax burden. The recommended tax 
revision fulfills these two requirements. 

Your Committee recommends that an 
"excise tax credit" system be adopted 
which will replace the present individual 
tax credits for medical service and drugs, 
education, and rental. In essence, this re­
commendation reduces the number of con­
sumer type tax credits to a single credit 
schedule which contributes to a· more sim­
plified tax credit system. The adoption of 
a single, simplified system will reduce the 
ineffectiveness of the present credit sys­
tem as reported by the department of tax­
ation. 

It should be noted that the recommend­
ed schedule which extends tax credit bene­
fits up to $15,000 of adjusted gross income 
will increase the number of people eligible 
for tax credit. This increase, coupled with 
the expected increase in the percent of eli­
gible individuals claiming tax credits, will, 
in all probability, cost the State $21.20 mil­
lion for the biennium, or an increase of 
$15.20 million from the present cost of 
$6.00 million. 

Your Committee notes that the tax cred­
it recommendation injects progressiveness 
and greater tax equity into_ the system. To 
a great extent, such a proposal alleviates 
some of the basic inequities of a general 
excise tax. In conjunction with the tax 
credit recommendation, your Committee 
recommends that the general excise tax 
rate be temporarily increased from 4% to 
5% from July I, I 973 through June 30, 
1975. Your Committee further recom­
mends that on or after July I, 1975, the ex­
cise tax be reduced to the 4-1 / 2% level. This 
action would increase revenue by about 
$85.20 million for the 1973-75 biennium. 

In keeping with the general uplifting of 
the excise tax, your Committee further rec­
ommends an increase in the use tax from -· --
4% to 5% from July I, 1973 through June 
30, 1975, subject to the same roll-back pro­
vision. The increase· in revenue is included 
in the $85.20 million estimated above. 

Your Committee also recommends the 
following selective revisions to the general 
excise tax: 

• Subject sales to leasing companies 
which lease capital goods as a service to 

others at the retail rates instead of the 
wholesale rates. ($1.0 million increase) 

• Increase tax rate on transient accom­
modations (hotel room rentals) from 4% to 
6%. ($10.28 million increase) 

• Increase tax rate on short-term (less 
than a month) rental or leasing of passen­
ger cars from 4% to 6%. ($.40 million in­
crease) 

• Increase tax rate on receipts or pro­
ceeds generated from business activities 
conducted primarily for tour or sight-seeing 
purposes by land, sea, or air carriers from 
4% to 6%. ($.40 million increase) 

• Increase tax rate on liquor sales made 
for on-the-premise consumption from 4% 
to 6%. ($2.5 million increase) 

• Increase tax rate on food which is pre­
pared and served from 4% to 6%. ($10.0 
million increase) 

Your Committee, recognizing the need 
to maintain a viable pineapple industry as 
an important part of the State of Hawaii's 
economic and social base and recognizing 
the need to reduce the current competi­
tive disadvantage of the pineapple indus­
try in domestic and foreign markets, 
further recommends that the sales of pine­
apple and pineapple products be exempted 
from the excise tax at the manufacturing, 
processing, and wholesaling levels and that 
all sales and the gross proceeds of all sales 
of tangible personal property having a life 
in excess of one year sold to a person en­
gaging in or continuing in the business of 
cultivating, harvesting, processing, canning, 
or. warehousing of pineapple or pineapple 
products for use in such business be ex­
empted from general excise and use taxes 
for a period of five years beginning July 
I, 1973. and ending June 30, 1978. These 
exemptions would reduce the State's rev­
enues by approximately $1.6 million for the 
1973-75 biennium. 

4. Public Service Companies, Banks and 
Other Financial Corporations, and Insur­
ance Companies. Public service companies 
are not affected by the general excise tax 
recommendations made in item 3 and banks 
and other financial corporations and insur­
ance companies are not affected by the 
corporate and general excise tax recom­
mendations made in items 2 and 3 above. 
To maintain parity with the excise and 
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business tax recommended for other com­
parable businesses, your Committee recom­
mends the following: 

• Increase tax on airlines, motor carriers, 
and contract carriers from 4% to 5%, ef­
fective January I, 1974 and roll-back to 
4-_l /2%, effective January I, 1976. In addi­
tion, increase tax on contract carriers 
transporting persons for tour or sight-see­
ing purposes from 4% to 6% ($2.57 mil­
lion for the 1973-75 biennium in additional 
revenues) 

• Increase the franchise tax rate from the 
present I I. 7% to 14%. ($1.58 million for 
the 1973-75 biennium in additional rev­
enues) 

• Increase insurance premium tax rates 
by 20% as follows: ($4.25 million for the 
1973-75 biennium in additional revenues) 

- Life insurance 
• Domestic from 1.755% to 2.1% 
• Foreign from 2.925% to 3.5% 

- Ocean marine from .8775% of I% to 
I.I% 

- Other insurance 
• Domestic from 2.6325% to 3.2% 
• Foreign from 3.8025% to 4.6% 

- Surplus lines from 4.68% to 5.6% 

5. Fuel Tax and Highway Fund_. The de­
partment of transportation's six-year pro­
gram plans indicate an operating deficit of 
$38.5 million in the State Highway Fund 
for the next six years. Accordingly, your 
Committee recommends increasing the 
State fuel tax from 5 cents· to 7-1 / 2 cents on 
liquid fuel and from 4 cents to 6-1 / 2 cents 
on diesel oil. The estimated additional reve­
nue resulting from this change amounts to 
$14.00 million for the biennium. This 
amount will accrue not to the general fund 
but to the State Highway Fund. 

Your Committee also recommends the 
broadening of the use of the highway fund 
for the purpose of the department of trans­
portation's integrated transportation sys­
tem and the interdepartmental transporta­
tion control commission. The broadening 
of the use of the highway fund will facili­
tate the department's planning efforts for 
an integrated mass transportation system. 

6. Inheritance, Liquor, and Tobacco 

Taxes. Your Committee recommends that 
the inheritance tax rate be increased by 
20% This will generate approximately 
$1.45 million in additional revenues for the 
biennium. 

Although Hawaii's liquor and tobacco 
taxes are comparatively high, your Com­
mittee is of the opinion that these are lux­
ury items. Accordingly, your Committee 
believes that its recommendation is in con­
sonance with one of its primary criteria 
that a tax increase not be tied to the basic 
necessities of life. Your Committee is of 
the opinion, therefore, that there is suffi­
cient reason to recommend (a) that the 
liquor tax on wholesale sales be increased 
from 20% to 25%, and (b) that the tobacco 
tax on wholesale sa)es be raised from 40% 
to 45% Additional revenues from the pro­
posed changes are estimated to be $6.02 
million and $1.83 million, respectively, for 
the biennium. 

B. Summary and Conclusion 

A summary of the tax revenue changes 
resulting from your Committee's recom­
mendations is shown in table I. For the 
1973-75 biennium, general fund tax rev­
enues will increase by $122.62 million. This 
is an amount which will allow the State to 
preserve its fiscal integrity and enable it to 
manage such deficit as may persist during 
the biennium. However, these changes in 
revenues alone cannot fully close the ex­
penditure-revenue imbalance. They need 
to be complemented by continued, strict 
executive controls over expenditures and 
legislative controls over budgetary levels. 
Your Committee expects such controls to 
continue. 

Your Committee on Conference is in ac­
cord with the intent and purpose of S. B. 
No. 1283, S. D. 1, H. D. 1, as amended in 
the form attached hereto as S. B. No. 1283, 
S. D. 1, H. D. 1, C. D. 1, and recommends 
its passage on final reading. 

Representatives Suwa, Akizaki, A. Chong, 
Kishinami, Kondo, Kunimura, Morioka, 
Nakama and Yuen. 

Managers on the part of the House. 

Senators Y oshinaga, Yamasaki, Toyofuku, 
Anderson and Henderson. 

Managers on the part of the Senate. 

Senators Y oshinaga and Anderson did not 
concur. 
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Conf. Com. Rep. 3 on S. B. No. 1295 

The purpose of this bill is to appro­
priate funds for government programs for 
the I 973-75 fiscal biennium. 

Background to the Budget 

In approaching the task of formulating 
the budget for the 1973-75 fiscal biennium, 
your Committee analyzed three major 
forces which affect how much and for what 
purposes public funds are to be used. The 
first is the present fiscal condition of the 
State. The deficit position of the State's 
general fund is not merely a casual deficit 
which can be eased over time. It is a seri­
ous fiscal imbalance which, if not corrected, 
could affect the State's fiscal integrity, in­
cluding the State's credit standing in the 
national financial market. The condition 
virtually dictate.s a combination of actions 
to reduce governmental expenditures while 
raising revenues to a level which will enable 
the deficit to be managed. 

The second factor is the rising level of 
government expenditures. The popular 
misconception is that government spend­
ing has increased because government has 
overindulged in the expansion of govern­
mental services. While Hawaii has made 
real social and economic gains in the past 
decade, and has made them not without 
cost consequences, the primary forces 
which have driven governmental spending 
to higher levels are forces which are largely 
outside the control of the State: popula­
tion changes and the price level of goods 
and services purchased by government. At 
least two-thirds of the increases in govern­
ment expenditures are attributable to these 
two factors. The policy implication of this 
condition is that of all of the factors which 
converge in the process of setting govern­
ment spending levels, improvements in 
scope and quality .of programs constitute 
the only factor subject to policy choices. 
This means, in turn, that the legislature has 
effective. control over only one-third of the 
factors which determine government 
spending levels. 

The third factor which affected the for­
mulation of the budget is the uncertainty 
of federal revenues. Rather than a bal­
anced fiscal federalism, what appears to 
be around the corner is the implementation 
of federal budgetary policies which will 
cause massive shifts of financial burdens 
to State government. The curtailment of 

federal support for a variety of programs 
will be increasingly felt, and in a state 
where government services are predom­
inantly the responsibility of state govern­
ment, the legislature is placed in the pre­
dicament of having to determine which 
federal programs are now deserving of com­
plete State support. It is evident that the 
State must resist the temptation of going 
after federal dollars when the known con­
sequence is that the State must eventually 
carry the whole burden. 

Given these three factors-a serious fis­
cal deficit position, the wage-price-popu­
lation push to governmental spending, and 
the prospect of the State carrying the 
major financial burden of federal programs 
-the outcome is reasonably predictable. 
Hard and selective program decisions had 
to be made. Where programs do not seem 
to be accomplishing their objectives, they 
have been cut back; where there are un­
certainties as to their effectiveness, they 
have been held to current levels in spite 
of pressures for expansion; and, in very 
limited circumstances, some new programs 
are authorized to proceed because of their 
vast benefit potential. 

For selected major program areas, a 
summary of some of the more significant 
policy decisions, legislative concerns, and 
legislative intent follows. 

Lower Education 

During times of prosperity, the legis­
lature had ·been able to accommodate a 
wide range of educational needs. Times 
have changed. Upon the recommendation 
of the department of education and the 
department of budget and finance, and 
after careful examination, your Committee 
reduced the Executive Budget in some 
areas. However, certain items have been 
added to the lower education budget be­
cause of their overriding importance. 
These include: program continuity for 
those children currently in the Hawaii 
English Program, continuation of the com­
prehensive alienation program, and pro­
vision for the expansion of certain aspects 
of the special education program. A dis­
cussion of your Committee's concerns re­
lative to lower education follows. 

Hawaii English Program. Your Commit­
tee has been faced with another major 
decision regarding the Hawaii English Pro­
gram during the current session. The child-
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ren who had been in the first statewide 
installation at the K-1 level in 1970- 71 
will be entering the fourth and fifth grades 
in the next biennium. A study of extensive 
testimony received by your Committee in­
dicates that interruption of program con­
tinuity for the 14,783 students involved 
would be disruptive and not in their best 
interests. The benefits of the extensive 
prior investment made in the program 
would be lost. Therefore your Committee 
has provided funds for continuing HEP in 
the fourth grade for fiscal year 1973-74 
and in the fifth grade for fiscal year 
1974- 75. It is the intent of your Commit­
tee that any excess funds shall not be 
expended for horizontal expansion of HEP 
but shall revert to the general fund . In 
addition to the purchase of the various 
packages needed by the students, the funds 
are intended for in-service training and the 
salaries of installation teachers which the 
department has stated are necessary for 
the smooth installation of HEP in the two 
new grade levels. It is the expectation of 
your Committee that the installation teach­
ers will not be utilized as highly paid 
clerical staff to unpack, repack, label, and 
deliver HEP materials, as was the experi­
ence in the past. These installation teach­
ers are expected to devote most of their 
time to professional tasks. Your Commit­
tee requests that the department utilize 
non-professional staff to assist the instal­
lation teachers and suggests that perhaps 
the department's part-time student help 
could be assigned to these duties. 

With respect to the HEP program in 
grades K-3, your Committee has been dis­
turbed to learn that the present program 
coverage is actually far less than that 
which previously has been claimed by the 
department. Your Committee requests that 
the department of education effectively 
implement its proposal made two years ago 
of increasing the number of students in­
volved in the program through shared uti­
lization of HEP packages. A report is ex­
pected in the I 974 session as to the specific 
action taken by the department to increase 
the program size of HEP under current 
funding levels. 

Comprehensive Alienation Program. 
Problems with alienated students continue 
to exist in our schools. Your Committee is 
disturbed at the high rates of malicious 
destruction of school property which ap­
pear to be tied to the frustration of al­
ienated students toward their experiences 

in school. The department is requested to 
address itself to the problems of mali'cious 
destruction and forced entry into facilities, 
together with the interrelated problems of 
student safety and student alienation, 
through the coon;iination of: (I) available 
county resources such as work study pro­
grams and law and justice awareness ac­
tivities; (2) adequate planning for new 
facilities to ensure student safety and 
school security while maintaining esthetic 
and utility standards; and (3) expanding 
the instructional programs to meet the 
classroom needs of severely alienated stu­
dents. 

In particular, your Committee intends 
that the increase in funding for the Com­
prehensive Alienation Program be utilized 
for (I) any of the following types of posi­
tions: outreach counselor, campus counse­
lor, campus or outreach aide, special mo­
tivation teacher, or crisis teacher; and / or 
(2) supplementing the work study and 
cultural-motivational components by pro­
viding for student enrollee costs and part­
time advisorship costs. In addition, your 
Committee requests that the DOE report 
to the legislature 20 days prior to the 1974 
session on (I) the method of allocation and 
the placement of the positions under this 
program, and (2) measures of effectiveness 
and levels of effectiveness achieved 
through the program established with 
these funds. 

Special Education. The special educa­
tion program is responsible for providing 
education and related services for students 
who are physically, mentally, and emo­
tionally disabled. Your Committee has 
learned that the present special education 
program in the DOE is not providing these 
services to two broad groups of students: 
(I) those who have been identified as need­
ing special education but for whom there 
is no room in present DOE classes, and (2) 
those potential special education students 
who have yet to be screened and evaluated. 
In 1971, the legislature provided for addi­
tional teachers for the first group of stu­
dents, but those funds were restricted by 
the executive as part of the freeze on State 
expenditures. Your Committee believes 
that the legislature must attempt again to 
provide for a greater number of excep­
tional children in view of our commitment 
to equal educational opportunity for all 
students. Therefore funds have been pro­
vided and DOE's budget for each year of 
the biennium shall be allocated for the 
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follo_wing expenditures: 

• Special education teachers and aides 
for students on the waiting list; 

• Special education teachers for trainable 
mentally retarded students to be trans­
ferred from private, subsidized classes to 
DOE classes; 

• Diagnostic teams. 

With regard to the diagnostic teams, 
your Committee has been assured that the 
new teams will focus on reevaluating those 
exceptional children currently in special 
education classes to determine whether 
they might be transferable into regular 
classes. The spaces they vacate could then 
be filled by children identified for special 
education classes who might not otherwise 
be able to enter DOE classes at all. The 
new diagnostic teams will also focus on the 
early identification of exceptional child­
ren, particularly those of preschool and 
kindergarten age, in compliance with 
numerous directives made in the past for a 
more accurate identification of the target 
group for special education. Your Commit­
tee agrees that these are the areas which 
require immediate attention and it expects 
reports from the DOE during the 1974 ses­
sion on its expenditure of these special 
education funds. The department is re­
quested to heed legislative concerns re­
garding the .hazards of any delay in the 
implementation of special education pro­
grams. 

With respect to the Hawaii School for 
Deaf and Blind, your Committee has rec­
ognized that there is an urgent need for a 
hearing and speech therapist. Funds have 
been provided for the position. 

School Lunch Program. The department 
of education is reminded of the need to 
make the program of free and reduced 
price lunches reach all of those students 
who cannot pay the full price of the Type 
A lunch. The department is also requested 
to monitor the free lunch program to as­
sure the anonymity of students receiving 
free or reduced price lunches. With re­
spect to adult Type A lunches, your Com­
mittee finds that the current price of $.50 
per lunch does not cover the full cost of 
such lunches and therefore the budget 
incorporates a price adjustment to $.75 per 
lunch. 

3 on 2 Program. Since 1968, 3 on 2 
approach to individualized instruction, 
the placement of three professionals with 
two regular sized classes, has expanded to 
585 teams on the K-3 level. During this 
period, however, some disturbing informa­
tion has surfaced about this organizational 
arrangement. The most bothersome, to 
your Committee, has been the DOE's 1972 
evaluation findings which showed that 
children in 3 on 2 classes do no better in 
reading skills than children in self-con­
tained classes. Moreover, the department 
has not adequately spelled out how indi­
vidualized instruction was to be imple­
mented, and teachers were left to interpret 
the concept on their own. Hence, your 
Committee has found in come cases that 
the 3 on 2 arrangement was used merely 
to reduce the class size ratio by dividing 
the students among the three teachers and 
maintaining the integrity of each group. 
Also, shifts and decreases in the K-3 popu­
lation have resulted in some 3 on 2 classes 
operating below the department's mini­
mum number of 52. Therefore, your Com­
mittee recommends the reduction of the 
number of 3 on 2 teams by 65 positions in 
fiscal year 1974-75 to a new total of 520 
teams. There is adequate lead time to make 
the reduction systemically. The department 
is expected to make these reductions, to the 
extent feasible, in those instances where the 
enrollment of the combined classes is al­
ready below the minimum number of 52 and 
to leave untouched those classes which are 
close to the maximum enrollment of 60. 
Your Committee is confident that those 
teachers who have experienced the favor­
able aspects of 3 on 2 will continue to 
apply their skil.ls and. their professional 
cooperation with each other in utilizing the 
large, flexible classrooms in which they 
may find themselves. 

The legislature has also been concerned 
over another problem of long standing. 
Soon after the 3 on 2 program · was insti­
tuted, the legislature requested that al­
ternative approaches to implementing in­
dividualized instruction ·be studied by the 
department. One such alternative has been 
the modified 3 on 2, whereby the third 
person on the team is an educational as­
sistant instead of a professional teacher. 
The department's one test of this alterna­
tive, using only 10 of the 65 educational 
assistants funded in 1969 for this purpose, 
was invalidated by the small sample. The 
department is now planning for an expand­
ed rerun of the experiment but has testified 
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that it will be able to utilize only 42 of the 
65 educational assistants under the de­
sired, rigorous test conditions. The depart­
ment has recommended that 20 of the 65 
educational assistant positions originally 
appropriated for the modified 3 on 2 ex­
periment be deleted, and your Committee 
has accepted the department's recommen­
dation. However, there can be no further 
delays and diversion of resources. A valid, 
modified 3 on 2 experiment must be con­
ducted in the coming school year, and an 
evaluation report of the experiment should 
be transmitted to the legislature during the 
1974 session. The report should be compre­
hensive and include comparisons with the 
regular 3 on 2 and single classes. 

Financial Management. Your Commit­
tee would like to repeat the concern ex­
pressed by previous legislatures that the 
DOE's accounting practices and internal 
control system remain inadequate. The 
legislature has yet to be assured that the 
department's multimillion dollar budget is 
being managed by legal and fiscally pru­
dent policies, procedures, and practices. 
Your Committee urges the department to 
establish an accounting system that will 
stand any test applied to it. The depart­
ment is also requested to examine the 
rationale and procedure by which allocat­
ed funds are divided among the districts 
and thence among the schools. In review­
ing the department's budget request, it was 
disturbing to note that the various pro­
gram area budgets do not, in fact, reflect 
input from the school level. 

Financial management should also sup­
port the pursuit of economy. The depart­
ment of education, in spite of its position 
as the department with the largest portion 
of the State budget, has yet to capitalize on 
the cost savings opportunities inherent in 
bulk purchasing of equipment. "Missing 
the boat" in this area means not only that 
the amounts expended for the equipment 
are greater than they ought to be but that 
repair and maintenance costs are increased 
as well. The latter situation occurs when 
vendors hesitate to accept contracts for 
repair of equipment, knowing that the 
number of brands represented by the 
schools' equipment exceeds their inven­
tory. Hence repairs must be secured on an 
individual basis, and the costs escalate. 
The department is urged to examine the 
possibility of bulk purchasing in this area, 
as it has already done in the area of certain 
school supplies and food items. 

These areas of concern have been fur­
ther documented by the legislative audi­
tor's recent report on the financial audit 
of the department of education. The de­
partment should improve its financial 
management, procedures, and practices 
through timely implementation of the audi­
tor's recommendations . 

Health Aides. Funds have been provided 
to continue the pilot program of health 
aides in schools for the next biennium. The 
legislature is unable to make a program 
decision at this time, since no definitive 
program evaluation has been made by the 
department of health. Such an evaluation 
is badly needed. Therefore, your Commit­
tee is requesting the legislative auditor to 
conduct an evaluation of the pilot program 
and to provide an evaluation report to the 
1975 session of the legislature so that a 
program decision can be made at that time. 
The department of health and the depart­
ment of education are requested to render 
assistance to the auditor in collecting such 
data or establishing such control groups as 
may be necessary for the conduct of the 
evaluation. 

Libraries. Your Committee is concerned 
that funds in the budget for library books 
have sometimes been diverted to other 
uses. This is critical in the initial staffing 
of a new school library. Your Committee, 
therefore, requests the department to de­
termine the minimum number of books 
needed in a school library and to provide 
each school library with that minimum 
number. 

Junior Police Officers. While the safety 
record of junior police officers has been 
excellent, a tribute to the officers them­
selves and to their advisers, your Com­
mittee recognizes that there are some haz­
ards to JPO duty. For the services that they 
render, junior police officers should be pro­
vided with adequate protection. Therefore, 
funds have been included to provide junior 
police officers with appropriate insurance 
coverage. 

Kailua High School Modular Schedul­
ing. Your Committee has provided Kailua 
High School with a reduced level of fund­
ing for its modular scheduling pilot proj­
ect in accordance with departmental repre­
sen ta ti ons that the new funding level 
would be adequate to continue the essen­
tial features of the project. Your Commit­
tee expects that an improved evaluation of 
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this pilot will be undertaken during the 
1973-75 biennium and a report submitted 
to the I 97 5 session so that the legislature 
can more reliably assess the merits of mod­
ular scheduling prior to any further de­
cisions on its application to the entire 
school system. 

Higher Education 

Your Committee believes that the Uni­
versity of Hawaii system has been ade­
quately funded to continue its growth and 
development throughout the state system 
of campuses. The pursuit of excellence 
sought in past years will be continued, in 
spite of present State fiscal constraints. 
Your Committee concurs with university 
policy in committing state funds to pro­
mote these guiding principles: 

I. Open access to public higher educa­
tion for all seeking admission to the uni­
versity system. This is to be advanced by 
the implementation of West Oahu College. 

2. Ample opportunities and varied op­
tions for all undergraduates, including 
those seeking vocational education. An 
adequate level of funding of the programs 
of the community colleges is designed to 
provide such opportunities and options. 

3. Selective excellence in instructional 
and research programs which are natural 
and indigenous to the State of Hawaii. A 
program decision has been made to pro­
ceed with the Center for Korean Studies. 

4. Expansion of professional educational 
opportunities for State residents and pro­
motion of community welfare through 
funding a four-year medical school and 
opening a law school. 

The budgetary decisions made are also 
intended to promote the more efficient 
and economical use of university re­
sources, especially on the Manoa campus, 
through judicious paring of the operating 
budget. Instructional faculty throughout 
the system will have more substantial con­
tact with students, especially at the under­
graduate level. Your Committee continues 
to believe that undergraduates are an im­
portant aspect of the university system. 
The allocations provide for slight increases 
for most campuses, while decreases are 
effected on the Manoa campus. The faculty 
on that campus, while devoting more time 
to instruction, will still have sufficient time 

for those research and public service func­
tions which are essential if the university 
is to continue its current pursuit of ex­
cellence. 

Besides trimming program budgets in 
line with the overall necessity to control 
State spending levels, some programs are 
being deleted entirely. This is what should 
be done when programs cease to be of 
high priority in terms of university or 
State needs. Your Committee hopes that 
the recommendations on phasing out cer­
tain programs will be exemplary actions 
for our legislative colleagues, the execu­
tive branch, and the University of Hawaii. 
The programs recommended for complete 
phase-out by FY 1974-75 are the land 
study bureau, the education research and 
development center, and the overseas ca­
reer program. This would result in savings 
of $96,575 in FY 1973-74 and $322,341 in 
FY 1974-75 for the university budget. 
These will be phased out by June 30, 1974, 
in order to provide time to reassign staff 
and functions as appropriate during the 
next fiscal year. These actions should en­
courage the university and other State 
agencies to examine existing programs 
closely and reorder priorities in the future. 
This may preclude eliminating programs 
through legislative action. Your Commit­
tee cautions that this does not mean that 
programs, including special programs, 
should arbitrarily discontinued. Their con­
tinuance or curtailment should be made 
only after critical examination. 

While the appropriations reflect selec­
tive program decisions for the University 
of Hawaii system, your Committee be­
lieves that the programs and operations 
of the university must be further examined 
from the broader perspective of assuring 
that State funds expended in higher edu­
cation programs are, · in fact, yielding the 
highest educational value. Your Commit­
tee has provided herein specific policy re­
commendations to serve as guidelines for 
the further development of the University 
of Hawaii system. The emphasis of these 
recommendations is that the university 
should make every effort to conserve pub­
lic resources in the pursuit of higher edu­
cation program objectives. 

Adjustment in Graduate Student/ 
Undergraduate Ratio. Greater emphasis 
should be placed on the programs at the 
community college level and the under­
graduate levels of the University of Hawaii, 
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Manoa, and Hilo campus. In this regard, 
it is recommended that the board of re­
gents seriously consider controlling the 
graduate program to a I to 6 ratio in favor 
of the undergraduate. This ratio should be 
applicable to the enrollment on the Manoa 
campus only. Your Committee notes that 
the current practice is to maintain a I to 6 
ratio considering the total student popu­
lation of the university system. The ad­
justment in the graduate student / under­
graduate ratio at Manoa should be made 
in conjunction with a systematic evalua­
tion of each graduate and professional pro­
gram at the university, taking into account 
the costs, benefits, and size of each pro­
gram and th_e relationship of each program 
to employment needs and opportunities in 
the State. Your Committee requests the 
board of regents to establish a schedule 
for such evaluations, programmed so that 
some evaluations will be completed by the 
1974 legislative session. 

Faculty Teaching Load. The legislative 
auditor has reported that the State of 
Hawaii cannot afford to permit its uni­
versity system to operate without those 
kinds of policies which assure that public 
dollars, translated into faculty resources, 
are utilized efficiently. At the present time, 
there are no clear and explicit policies 
governing faculty work load and the uti­
lization of faculty resources. Your Commit­
tee agrees with the auditor's recommen­
dation that such policies must be 
developed at once. While this is a matter 
which could be legislated, the legislature 
is providing the board of regents with the 
opportunity to formulate policies in this 
area and to assure that its policies are 
effectively executed. Your Committee sug­
gests that a reasonable minimum teaching 
load would be nine credit hours. The ap­
propriations made for instruction do, in 
fact, reflect increased teaching loads. In in­
creasing the instructional credit hours per 
faculty member, the university shall use 
the present prevailing credit hours allocat­
ed to courses. For example, if English com­
position is currently a three-credit course, 
it shall remain a three-credit course in 
terms of calculating the teaching load of 
faculty members teaching the course. The 
board should assure that controls are exer­
cised to assure that teaching load policies 
are not circumvented by arbitrary infla­
tion of credit hours for courses . 

Appointments and Compensation. Your 
Committee concurs that the university can 

no longer afford "super stars" on the fac­
ulty and at the same time maintain a fluid 
open-door policy. It cannot justify the hir­
ing of expensive faculty members on the 
one hand while having to curtail, defend, 
and even discontinue worthwhile programs 
on the other. Accordingly, your Committee 
strongly recommends that the board of re­
gents set definite directions to the admin­
istration in committing appointments and 
compensation. In a survey taken, your 
Committee found that throughout the uni­
versity system there were 310 individuals 
earning $25,000 and over. 

Closed Courses and Sections. A peren­
nial complaint, and apparently one which 
the university has yet to alleviate, is the 
problem of students being unable to regis­
ter for courses, particularly lower division 
courses, to fulfill core requirements and 
courses required in the major. The legis­
lative auditor found that, semester after 
semester, there are a number of students 
who find that they are unable to register 
for courses of their choosing because 
courses and sections are closed early dur­
ing the period of registration. This is not 
a result of registration procedures, al­
though these too can be improved, but a 
more direct result of misplaced priorities 
in the application of faculty resources. 
While many sections and courses are 
closed during registration, the university 
continues to offer courses which attract 
class sizes of less than ten students, a 
practice contrary to the university's own 
policies. Clearly, a reordering of priorities 
is required, and policies and procedures 
must be developed to assure that: (1) stu­
dent demand for specific courses is rea­
sonably estimated; (2) courses and suffi­
cient sections are provided to meet those 
demands; and (3) faculty resources are 
reallocated or teaching loads increased, 
during the period of registration if neces­
sary, to keep courses open to students. 

Overload Practices. Overload refers to 
services rendered within the university sys­
tem by faculty members which are consid­
ered to be above and beyond their regular 
work load assignments and for which addi­
tional compensation is paid. The legislative 
auditor's report has documented the wide 
range of overload practices, some of which 
contravene university policies. As one 
standard rule, your Committee believes 
that the period from 7:30 a.m. to 10:00 p.m. 
should be considered the normal day for 
the scheduling of classes, and that overload 
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compensation should be given only when 
the teaching load is exceeded and not 
merely on the basis of when or where the 
class is scheduled. 

Sabbatical leaves. The board of regents 
is requested to reevaluate university poli­
cies and practices related to sabbatical 
leaves and leaves of absence for the fac­
ulty on the Manoa and Hilo campuses. 
The present mandatory sabbatical leave 
policy is not consistent with the policy 
governing the community colleges where 
sabbatical leaves are a privilege. The 
board should seriously consider a system­
wide policy of granting sabbaticals as a 
privilege, with leaves to be based on the 
anticipated benefit to the individual, the 
university, the community, and the stu­
dents. 

Medical School. As previously noted, 
sufficient funds have been provided for 
the third and fourth years of the program. 
Your Committee cautions · that there are 
still unresolved problems concerning the 
operation, cost, and funding of the pro­
gram. The authorization to implement the 
program has been made with the expec­
tation that the following conditions will 
be fulfilled : (I) that the level of federal 
funding shall not be less than projected, 
i.e., $325,000 for the capitation grant and 
$2. 7 million for the conversion grant, and 
these funds are received no later than July 
I, 1973; (2) that the incremental clinical 
costs and costs for intern and residency 
programs with the community hospitals 
shall cost no more than the amounts bud­
geted for these items; and (3) that all 
operating contracts between the universi­
ty and the community hospitals shall ac­
knowledge the budgetary limitations and 
shall be executed by July I, 1973. 

Community Colleges. Your Committee 
expects that the sums to be expended by 
the community colleges for vocational and 
occupational programs shall be in accor­
dance with the State master plan for voca­
tional education (1968) and the annual 
State plan for the administration of . 
vocational education. In addition, the com­
munity colleges shall coordinate and articu­
late their vocational, occupational, guid­
ance, and counseling programs with the 
secondary level programs of the depart­
ment of education and with the four-year 
State university institutions. 

Economies. The university should make 

a concerted effort to effect savings through 
improved utilization of resources . These 
include faculty resources as well as day-to­
day expenditures for supplies and equip­
ment. As part of the effort to effect sav­
ings, the university should tighten its 
practices in the use of motor vehicles. Your 
Committee has been informed that a num­
ber of persons at the university have cars 
assigned to them. There seems to be no 
rational basis for the practice, and the uni­
versity is requested to review this matter. 

Social Problems 

Few problems affect the vital interests 
of specific individuals as do l_Ee programs 
of public welfare and assistance. These are 
programs which have a daily impact on the 
needy and the impoverished in our society, 
and it has long been legislative policy that 
those who are truly in need are entitled 
to the assistance of the State. The budget 
which has been developed continues this 
long-standing legislative policy. 

Your Committee emphasizes that the 
appropriations for the programs of public 
assistance have been adjusted and are de­
signed to provide a level of assistance 
which will be adequate to meet the needs 
of the poor and · the needy. Moreover your 
Committee emphasizes that there are suf­
ficient safeguards and special provisions 
in the bill to assure that, in the event of 
unexpected circumstances such as higher 
caseloads than currently anticipated, the 
needs of public assistance will continue 
to be met. 

A specific problem which affects those 
on public assistance has also been correct­
ed. Under federal regulations, the State's 
present tax credit system does not reach 
welfare recipients, the group intended as 
the major beneficiary of such credits, be­
cause of federal government's perverse 
requirement that welfare payments be re­
duced by the amount of credits received . 
In order for public assistance recipients to 
receive the assistance in an amount equiva­
lent to the tax credits to which they would 
be ordinai;ily entitled, your Committee has 
specifically provided that the monthly pay­
ments to welfare recipients be increased 
by three-fourths of one percent. Your Com­
mittee believes this is a direct way of 
correcting the inequity which has existed. 

Welfare Advisory Councils. Special pro­
vision has also been made to fund the 
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Kalihi-Palama and the Waianae-Nanakuli 
Welfare Recipient Advisory Councils. 
These councils would have been left with­
out financial support with the impending 
termination of program support by Model 
Cities. Your Committee believes that these 
welfare advisory councils serve a worthy 
purpose in articulating and advising on the 
needs of public assistance and that they 
deserve State support. 

Income Disregard Formula. The original 
intent of the income disregard policy for 
general assistance recipients was to en­
courage employment and promote self­
support. However, there is evidence that 
the policy has a perverse effect. A depart­
ment of social services and housing study 
showed that a general assistance recipient 
must earn in excess of $8,500 in order to be 
ineligible for assistance. Undoubtedly, a 
policy which has this type of effect enables 
some to remain on public assistance, 
whereas by any reasonable standard, they 
should not continue to be eligible. Your 
Committee finds that the income disregard 
policy has some merit but needs to be ad­
justed. Therefore, it is providing for a pol­
icy of disregarding the first $15 of income 
and one-sixth of the balance. This is a 
reasonable adjustment to the prevailing 
policy of disregarding the first $30 and 
one-third of the balance. 

Podiatric Services. Podiatric services are 
not currently recognized as medical ser­
vices under Hawaii's medical assistance 
program. Inasmuch as the federal govern­
ment has expressed willingness to assist 
in the funding of podiatric services, your 
Committee recommends that the depart­
ment do all things necessary to include 
such services in the State's medical assist­
ance program. 

Intermediate Care Facilities. In its bud­
get proposals, the department estimated 
that over $30 million are needed for skilled 
nursing home care. In 1970, the audit of 
the medical assistance program highlighted 
the problem of overutilization of skilled 
nursing homes and the need for developing 
intermediate care facilities as a means to 
reduce the escalating costs of medical as­
sistance. The problem of overutilization of 
skilled nursing care still persists. The de­
partment acknowledges that there is 50 
percent overutilization of skilled nursing 
care today. This is a problem of such 
magnitude and of such vast cost implica­
tions that the State can no longer afford 

to delay m providing intermediate care 
facilities. 

One problem is said to be the lack of 
new federal guidelines to develop and 
operate intermediate care facilities, which 
has had the effect of discouraging prospec­
tive developers. Another more · immediate 
problem, and one which can be controlled 
by the State, is the delay in converting, 
where possible, State-owned long-term 
care facilities to provide for intermediate 
care. The department of social services 
and housing has requested the department 
of health to provide for such intermediate 
care facilities, but no action has yet been 
effected. Your Committee believes that 
this should be a matter of priority. 

If intermediate care facilities were avail­
able and if 50 percent of skilled nursing 
home patients were transferred to lesser 
care facilities, there could be savings of 
$4.05 million to the State over the next 
biennium. Cost saving opportunities of this 
magnitude cannot be lightly dismissed . 
Your Committee urges that the depart­
ment of social services and housing move 
swiftly to deal with such federal problems 

. as might exist and proceed at once to 
develop and implement an intermediate 
care plan. Concurrently, the department 
of health is directed to support the imple­
mentation of intermediate care in State 
hospitals. 

Minimum Standard of Living. Although 
there has been a three percent yearly ad­
justment to the "monthly standard of al­
lowance" since 1965, the allowances to 
needy families to assure a minimum stan­
dard of living are based on recommenda­
tions of a study made in 1949. A reasonable 
expectation is that the department should 
update its standards for monetary pay­
ments rather than rely upon standards 
established nearly 25 years ago. 

In 1970, the legislature recognized that 
it was necessary to arrive at a valid base 
as to what constitutes a minimum standard 
of living. It requested the department to 
conduct a study and to make necessary 
changes to assistance standards. To this 
date, no study has been conducted al­
though the department acknowledges that 
one is badly needed. Immediate steps 
should be taken to formulate a minimum 
standard of living base so that both the 
department and the legislature can assess 
to what extent public assistance payments 
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are meeting the program objective of pro­
viding all recipients with a minimum 
standard of living. Your Committee .ex­
pects a report in the 1974 legislative ses­
sion. 

Budget Formulation. In formulating the 
budget, the department projected the case­
load by applying a percentage based on 
previous years' experience on the assump­
tion that the same trend will continue. 
The department does not test or analyze 
the projections against the actual number 
of eligibles or evaluate the difference of 
the past years' projections with actual ex­
perience. Your Committee expects correc­
tive action to be taken in more accurately 
defining the eligible population and the 
priorities of the target population to be 
served. 

1972 Social Security Amendments. On 
January 1, 1974, there will be a financial 
assistance program for the aged , blind 
and disabled, fully administered . by the 
federal government. It will provide cash 
payments of $130 for individuals and $195 
for eligible couples. The State may supple­
ment federal payments in any amount, 
but the law provides no federal financial 
participation for State financial supple­
ments. 

However, a savings clause is included in 
the law whereby the federal government 
will assume all of the State's costs of 
supplemental payments which exceed the 
amount the State paid in calendar year 
1972. This savings clause will apply only 
if the State elects to supplement federal 
payments. The savings clause will also 
cover that portion of the State's contribu­
tion of food stamps, which will not be 
available after January I, 1974 to this 
group of recipients. The amendments also 
affect the medical assistance program of 
the State, as these individuals will continue 
to be eligible for Medicaid. 

Despite the obvious financial implica­
tions and cost saving opportunities, the de­
partment has yet to develop a detailed 
State plan to implement the 1972 law. The 
department stated that, since federal regu­
lations have not been received, the depart­
ment is unable to make an accurate cost 
analysis and recommendation to the legis­
lature. The delay in the issuance of federal 
regulations should · not have the force of 
stifling State planning. There is already 
sufficient basis in the law to develop an 

implementation plan. 

More aggressive action on the part of 
the department is needed, for the conse­
quences of not acting swiftly are serious. 
Unless the department is ready to imple­
ment the new amendments by January I, 
197 4, there will be economic loss of federal 
subsidies to recipients. Time is of the es­
sence, and to avoid a financial disaster 
confronting the aged, blind, and disabled, 
the department must develop a plan of ac­
tion. • Your Committee requests · that the 
department treat this matter with the 
greatest urgency. 

Toward Welfare Reform. Even if the wel­
fare problem is partially resolved through 
the implementation of an equitable flat 
grant system, the lack of low-income rental 
housing will continue to be acute, and the 
demand for adequate housing for eligible 
welfare recipients will escalate housing 
costs. This cries out for a definitive action 
program to purchase existing housing for 
affected welfare recipients along with the 
development of appropriate housing fi­
nancing and production subsidy schemes 
to be developed by the State. With the 
current freeze on federal housing and com­
munity development monies, the State has 
to take the lead in developing appropriate 
methods for solving this dilemma. 

Tackling the problems of social services 
and housing facing this legislature requires 
effective administrative structure and sys­
tem of management. Clearly, the present 
structure and system of the department 
are either lacking in personnel resources or 
restricted in program authority to under­
take corrective actions. What is needed is 
an investigation of appropriate forms of 
administration and management at the de­
partment to · deliver programs on a more 
effective basis. The experience of this cur­
rent session demonstrates that the depart­
ment cannot supply adequate information 
to this body with which it can assess public 
welfare program priorities and areas of 
change both currently , and in the future. 
This matter should be further examined by 
the legM,lature with a view towards the 
enactment of genuine reforms in public 
assistance and the development of manage­
ment systems which can implement the 
reforms efficiently. 

Summary. In essence, there is an urgent 
need to examine the financial assistance 
program for the purpose of initiating we!-
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fare reform, not only to correct the program 
and administrative deficiencies in the cur­
rent system but to formulate a new compre­
hensive welfare program which combines 
the State's commitment to those in need, 
a prudent plan to provide the needy with a 
minimum level of assistance, and efficient 
delivery to conserve public resources. 

The financial assistance program must 
take on a new perspective rather than the 
current short-term, non-end-oriented 
means currently being employed by the 
department. A search for a new system is 
necessary, and your Committee expects the 
department to begin to formulate and an­
alyze major program alternatives. 

Health 

Tuberculosis. The department of health 
must deal with the problem of tuberculosis 
with renewed urgency. Tuberculosis re­
mains a major public health problem in 
Hawaii. The new active case rate of 44.5 
per I 00,000 population in 1971 was the 
highest in the nation. Hawaii's alarming 
active case rate is said to be attributable to 
a steady influx of immigrants from areas 
of the world where the tuberculosis prob­
lem is even greater than Hawaii's. Your 
Committee recommends that the depart­
ment of health intensify its effort of early 
screening and identification of tuberculosis 
cases, especially among immigrants. It 
should coordinate its efforts with the U.S. 
Public Health Service and the Immigra­
tion and Nationalization Service so that 
more effective screening can be accom­
plished. The department should also take 
steps to assure that the school tuberculosis 
testing program effectively covers those 
students from out-of-state entering Hawaii 
schools for the first time. 

Hospital Rates. The department of 
health is currently implementing hospital 
rate increases which have been allowed 
by the Internal Revenue Service. The de­
partment of health itself has proposed that 
hospital fees and charges be raised to a 
level which will recover 90 percent of the 
full costs of hospital care, although the 
rates currently being implemented come 
nowhere near that level. 

Your Committee expects the department 
to continue to monitor hospital rates, par­
ticularly in the context of how the rates 
affect federal reimbursement. It should be 
noted that the federal government (Medi-

care) is paying the hospitals at rates as high 
as or higher than those for all other pa­
tients. These are not the customary terms 
for the federal government's purchases of 
goods and services. Rather, the federal 
government usually expects to pay less 
than or no more than the established fee. 
Given the current budgetary outlook, it is 
very possible that the Medicare program 
would revise its rules and procedures to 
eliminate retroactive upward cost adjust­
ments. Federal reimbursement at less than 
full cost is already in the offing for the 
State Medicare program. If the State is 
not to leave itself vulnerable to adjust­
ments in federal reimbursement, some 
planning in the direction of full cost pricing 
must take place beyond the next fiscal 
biennium. 

With respect to adult day care centers 
for the mentally retarded, your Committee 
had made provision for general fund sup­
port for such centers on Hawaii, Maui and 
Kauai in the appropriate program (HTH 
501). 

Other Programs 

Agriculture 810 (Food and Drugs, Test 
and Certification). In order to comply with 
federal meat inspection requirements, your 
Committee has added nine positions to the 
program, including the three existing PEP 
positions and four existing part-time posi­
tions. The additional positions are included 
with the understanding that the State will 
continue to inspect all meat and poultry in 
lieu of federal inspection. 

Judiciary 201 (District Courts, Pre-Trial 
Processing). Two additional positions have 
been provided for the island of Oahu to 
help collect and process the large number 
of delinquent traffic citations. It is the in­
tent of your Committee that these new posi­
tions are not used to clear the backlog but 
to prevent any additional backlog from ac­
cumulating. The backlog is to be cleared by 
temporary help, and funds have been pro­
vided for such temporary help. 

Judiciary 221 (District Court). In order 
to maintain the current level of services, 
it was necessary to add an additional posi­
tion to Maui, Hawaii, and Kauai courts to 
provide bailiff services previously provided 
by the respective county police depart­
ments. 

Neighbor Island Economic Develop-
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ment. Your Committee recognizes the need 
for neighbor island economic development, 
particularly in areas where local econ­
omies are in decline and State support and 
intervention are necessary. Appropriate 
fonds have been provided to assist eco­
nomic planning and development on Molo­
kai and Kauai. By providing funds at this 
time, it is legislative intent to develop 
local economies rather than be faced with 
the more difficult task of rescuing econ­
omies in sharp decline. 

Shark Control Program. It has been re­
ported that sharks continue to constitute a 
menace in Hawaiian waters. Your Commit­
tee requests that the administration assure 
the implementation of an effective shark 
control program, including the providing of 
bounties if such is determined to be an 
effective means of curbing the problem. 

Marine Affairs Program. Your Commit­
tee is aware that Act 137, S.L.H. 1970, 
which established the marine affairs pro­
gram and marine affairs coordinator pro­
vided for a wide range of program activi­
ties. In determining the priorities of 
activities to be conducted, your Committee 
wishes to emphasize that the intent of Act 
137 is to give primary emphasis to activi­
ties which directly affect the development 
of the local marine environment. 

Hawaii · Visitors Bureau. Your Commit­
tee has provided for a continuing level of 
State support of $ 1.6 million annually for 
the programs of the Hawaii Visitors Bu­
reau. This is in recognition of the necessity 
for the government and private sectors to 
not take anything for granted with respect 
to the · important, but often volatile, travel 
market. At the same time, however, with 
the present health of the travel industry, 
your Committee believes that there can be 
increased support from the private sector. 
Therefore, the level of State support is 
based on the expectation that private con­
tributions in support of the Hawaii Visitors 
Bureau will be increased to an annual 
amount of $750,000 over the next biennium. 

Collective Bargaining Agreements 

Your Committee has provided for the 
implementation of the various collective 
bargaining agreements received by the leg­
islature. Included in the bill is a 5.5 percent 
wage increase effective September I, 1972 
for the appropriate bargaining units of the 
department of education. 

Implementation of Act 185, S.L.H. 1970, 
The Executive Budget Act 

The first statewide budget and program 
and financial plan µnder Act 185, S. L. J-1 . 
1970, The Executive Budget Act, were re­
ceived a!)d reviewed by the 1973 session 
of the legislature. The submissions repre­
sent a significant technical achievement in 
planning-programming-budgeting which 
has vastly advanced budget reform in the 
State: They also represent a point of de­
parture from which further improvements 
can be made. 

The governor has submitted to the legis­
lature his administration's evaluation of the 
successes and limitations in implementing 
the new budget act and has reiterated his 
long-standing and continuing support of the 
principles of planning-programming-bud­
geting encompassed in Act 185, irrespec­
tive of the problems encountered to date. 
The evaluation provides insights, from the 
administration's perspective, of the kinds 
of administrative changes which can be 
made to improve the efforts in planning­
programming-budgeting and the quality of 
submissions to the legislature, It is appro­
priate for the legislature, as the principal 
user of the budget submissions, to provide, 
in turn, its evaluation from a legislative 
perspective so that Act 185 will continue 
to be implemented in a way which meets 
the needs of the legislature as well as the 
administration. Therefore, for the further 
implementation of Act 185, your Commit­
tee provides the following legislative ex­
pressions of policy, intent, and concerns: 

Program Structure. The State program 
structure should be further refined. In par­
ticular, there are too many lowest-level 
programs, and this has contributed to the 
general bulk of the submissions as well as 
to the problem of awkward and question­
able cost allocations and prorations, includ­
ing pi-orations of individual positions. The 
administration should strive to achieve a 
four-level program structure as has been 
requested in previous legislative reports. 

MeaS\Jres of Effectiveness. · Effectiveness 
measures which are readily usable should 
be developed. One weakness of the 1973 
submissions is the very high percentage of 
effectiveness measures for which data are 
not available. As a result, a large number 
of measures are unusable for the purpose 
of evaluating programs. An especially pro­
nounced deficiency is the long listings of 
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effectiveness measures for. higher education 
programs, most of which have no planned 
levels of effectiveness. Emphasis should be 
given on culling out these measures and 
retaining only the more important ones. 
Until the necessary research can be per­
formed and the requisite data obtained for 
the more ideal effectiveness measures, the 
State should, in the meantime, develop 
interim statements of operational objec­
tives and measures of effectiveness for 
which data can be readily provided so that 
resources can be linked with results. The 
program plans can still contain the ultimate 
statements and measures, but the interim 
information is absolutely essential to help 
make better-informed program and bud­
getary choices and to evaluate the per­
formance of programs. 

Consolidation of Information. Displays 
which add to the size of the document 
should be eliminated or consolidated with 
other displays. This should be done par­
ticularly with the capital investment dis­
plays, where capital expenditures and capi­
tal appropriations have been separated into 
separate displays thus doubling the volume 
of material. Previous legislative guidance 
on this matter is that capital expenditures 
should be displayed and, where prior appro­
priations have been made, such portions of 
the expenditures as are covered by prior 
appropriations should be identified in some 
appropriate manner, or conversely, those 
expenditures which require new appropri­
ations should be identified in some appro­
priate manner. 

Tax and Revenue Changes. Complete 
financial summaries should be an integral 
part of the budget and the program and 
financial plan. As required by Act 185, the 
budget and the program and financial plan 
should contain the changes proposed to 
existing tax and non-tax rates; sources or 
structure, and the estimated increases or 
reductions in revenues, the estimated cu­
mulative in_creases or reductions, and the 
estimated fund balance · or deficit in each 
of the applicable years as a result of such 
proposed changes. The late submission of 
revenue proposals to the 1973 session of 
the legislature hampered legislative efforts 
to conduct an integrated review of propos­
ed expenditures and revenues. 

Cost Categories. Review procedures 
should be instituted to assure that costs 
ate correctly assigned to the cost categories 
required by Act 185. In the 1973 submis-

sions, only one program of the several 
hundred State programs was identified as 
having research and development costs 
even though it is known that a number of 
new programs are undergoing program 
design. In addition, no program was identi­
fied as having non-capital investment costs 
even though new programs are being in­
stalled. Among other reasons, the cost 
categories required by Act 185 are designed 
to facilitate control of new programs, an 
aspect which should be of interest and 
concern to the administration as well as to 
the legislature. 

The legislature commends the efforts 
which have been made to date by the 
department of budget and finance and the 
other agencies of State government and 
expresses its confidence that, with the im­
plementation of the administrative internal 
changes and the legislative guidelines pre­
sented, Hawaii will remain in the forefront 
in the development of planning-program­
ming-budgeting. 

Your Committee is cognizant of the de­
sire on the part of the administration to 
propose certain amendments to Act 185. 
It has decided to defer consideration of the 
amendments to the interim as a more 
appropriate time to assess the proposal of 
the administration as well as the needs of 
the legislature. Thus, additional guidance 
to the agencies of State government may 
be forthcoming from an appropriate com­
mittee during the interim period. 

Summary 

The concerted efforts by all committees 
of the legislature in budget and program 
review under the difficult conditions of 
strict fiscal constraints have surfaced a 
number of program issues, some of which 
have been summarized in this report. Your 
Committee believes that legislative respon­
sibility does not end with the enactment 
of program appropriations for the next 
biennium. Rather, the legislature must ex­
ercise its legislative oversight responsibil­
ities on the execution of the budget to 
assure that public resources are being con­
served even as program objectives are 
being met. Your Committee is confident 
that the administration will fully cooperate 
in this effort. 

There is a need for interim work in at 
least two areas. One area concerns higher 
education, which requires in-depth legisla-
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tive exa mination of the issues discussed in 
this report as well as related issues. The 
other area is the broad area of fiscal and 
program review, which encompasses an 
examination of the issues of taxation re­
form, planning-programming-budgeting, 
and the effectiveness of State programs. 
Your Committee recommends that appro­
priate joint interim committee or commit­
tees be established to study the aforemen­
tioned areas and, as appropriate, to report 
on findings and recommendations to the 
1974 session of the legislature. In this con­
nection, the respective Houses of the leg­
islature should now lay the groundwork 
for an effective system of program review 
in the 1974 session. 

Summaries of the appropriations intend­
ed by your Committee are included in the 
tables attached to this report. 

Your Committee on Conference is in ac­
cord with the intent and purpose of S. B. 
No. 1295, S. D. 1, H. D. 2, as amended in 
the form attached hereto as S. B. No. 
1295, S. D. 1, H. D. 2, C. D. 1, and recom­
mends its passage on final reading. 

Representatives Suwa, Akizaki, A. Chong, 
Kishinami, Morioka, Kondo, Yuen, Ku­
nimura, Poepoe, Fong, Hapai and Na­
kama. 

Managers on the part of the House. 

Senators Y oshinaga, Yamasaki, Toyofuku, 
Anderson and Henderson. 

Managers on the part of the Senate. 

Conf. Com. Rep. 4 on H.B. No. 172 

The purpose of this bill as amended is 
to provide that drivers of heavier catego­
ries of motor vehicles including trucks with 
gross vehicle weight of 10,000 pounds or 
more, buses, school buses, tractor-semi­
trailer combinations and truck-trailer com­
binations be examined for the counties 
by persons examined and certified as a 
certificated fleet safety examiner by the 
state highway safety coordinator. At the 
present time such drivers are examined 
for their operator's licenses by persons who 
are not assessed by such certificators to 
possess adequate qualifications. 

Your Committee finds that the present 
system of licensure is inadequate and may 
in some instances have contributed to bad 
accidents involving trucks and buses. 

Your Committee notes that the bill pro­
vides: 

(A) that the penalty for unlawfully act­
ing as a fleet safety examiner shall be a 
misdemeanor and carry a $500 fine or im­
prisonment for not more than 6 months, 
or both; 

(B) That the written examination require­
ment be deleted because some qualified 
drivers may not pass; 

(C) That drivers licensed on or before 
June 30, 1973 be exempted from the per­
formance tests; 

(D) That the employers who use employ­
ees to drive vehicles listed in Section 286-
l 02(c) provide a driver improvement pro­
gram which includes a continuous driver 
evaluation, an annual driver safety course, 
and other activities as may be required by 
the highway safety coordinator pursuant 
to Chapter 91 ; 

(E) That the state highway safety coor­
dinator shall set the fees a certificated 
fleet examiner may charge; 

(F) A new secti-0n that requires the state 
to furnish property, facilities, and equip­
ment to th.e counties on reasonable terms. 
The counties shall allow the use of such 
property or other county property to cer­
tificated fleet safety examiners; and 

(G) A new section extending the require­
ments of this bill to new categories of ve­
hicles added to Section 286-102(c). 

Your Committee upon further considera­
tion has made the following amendments 
to H.B. No. 172, H. D. 1, S. D. 1: 

(A) The term "registered gross weight" 
has been changed to "gross vehicle weight" 
wherever it appears in the bill. The reason 
for the change is to clarify the language 
so as to avoid any misinterpretation by 
state agencies. Your Committee notes that 
this presently is a problem; and 

(B) The weight limit for trucks has been 
changed from 6,000 to 10,000 pounds wher­
ever it appears in the bill to correspond to 
the change in terms. This amendment has 
been made to remove present confusion 
over whether or not the truck's weight 
includes its load. Since the term gross 
vehicle weight now used includes a ve-
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hicle's load, the limit has been raised to 
10,000 pounds. 

Your Committee on Conference is m 
accord with the intent and purpose of 
H. B. No. 172, H. D. 1, S. D. 1, as 
amended and attached in the form hereto 
as H. B. No. 172, H. D. I, S. D . I, C. D. I, 
and recommends its passage on final read­
ing. 

Representatives O'Connor, Kawakami and 
Medeiros. 

Managers on the part of the House. 

Senators Ushijima, Wong and Mills. 
Managers on the part of the Senate. 

Conf. Com. Rep. 5 on H. B. No. 166 

The purpose of this bill is to protect a 
person who renders assistance at the scene 
of a boating accident from litigation that 
could result from providing such assistance. 

Your Committee on Conference recog­
nizes the need for a "good samaritan" pro­
vision to provide a conducive environment 
for the vessel's operator to render assist­
ance in a boating accident. 

Your Committee on Conference is in ac­
cord with the intent and purpose of H. B. 
No. 166, H. D. I, S. D. I, as amended 
in the form attached hereto as H. B. No. 
166, H. D. I, S. D. 1, C. D. 1, and recom­
mends its passage on final reading. 

Representatives O'Connor, Kimura and 
Yamada. 

Managers on the part of the House. 

Senators Ushijima, Kawasaki and Mills. 
Managers on the part of the Senate. 

Conf. Com. Rep. 6 on H.B. No. 325 

The purpose of this bill is to permit 
the granting of 45-year leases to tree crop 
orchard ventures, except papaya and ba­
nana, similar to that presently provided 
for macadamia nut orchards. In addition, 
the bill provides for the payment of com­
pensation equal to the residual value of 
the trees themselves, if the Department of 
Land and Natural Resources withdraws all 
or part of the lease. 

Present law permits public lands to be 
leased for forty-five years only for maca­
damia nut orchards. The law also makes 

no prov1s10n for compensation of unhar­
vested crops if the lease is withdrawn. 

Tree crops, except for papaya and ba­
nana, require a considerable investment in 
the trees themselves and the trees are 
not productive for several years. Once ma­
ture, however, such crop trees remain pro­
ductive for many years and form a valuable, 
tangible, perennial asset of the lease. 

Your Committee feels that it is only fair 
that these assets are paid for when taken. 
We also think that compensation for lost 
assets will serve to encourage increased 
activity in orchard crops by providing some 
security for the farmer in protection of his 
investment. 

Your Committee also believes that this 
bill would remove a major obstacle to long­
term orchard ventures. The ability of the 
State to withdraw lands from leases with­
out reimbursement for invested capital in 
growing trees has previously prevented 
lending institutions from funding orchard 
ventures due to the risk of loss. 

The bill also changes the maximum lease 
term for other leases from 25 years to 35 
years, and provides that where a longer 
term is necessary to amortize a lessee's 
investment the maximum term of the lease 
shall be 55 years instead of 45 years. 

Your Committee on Conference amended 
this bill by adding Section 2, which would 
amend the definition of "land license" so 
as to delete the reference of removal of 
sand on Oahu. This thereby reaffirms the 
intent as expressed in S. B. No. 930, S. D. 
1, H. D. 1 (1973), which prohibits the re­
moval of sand within the shoreline setback 
area or within 1,000 feet seaward of it or 
in ocean water of 30 or less feet in depth. 

Your Committee on Conference is in ac­
cord with the intent and purpose of H. B. 
No. 325, S. D. 1, as amended in the form 
hereto attached as H. B. No. 325, S. D. 1, 
C. D. I, and recommends its passage on 
final reading. 

Representatives Kawakami, Kihano and 
Medeiros. 

Managers on the part of the House. 

Senators Nishimura, Brown and Hender­
son. 

Managers on the part of the Senate. 
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Conf. Com. Rep. 7 (Majority) on H. B. No. 
809 

The purpose of this bill is to amend the 
chapters concerning elections to reflect 
changes in general clarifying deadlines, 
consolidating election inspectors and clerks 
into one category "precinct officials", and 
providing procedures for administering 
special primary and special general elec­
tions. 

Your Committee upon further consider­
ation has made the following amendments 
to H. B. 809, H. D. I, S. D. I: 

(1) The return of. the primary election to 
the first Saturday in October. 

(2) The corresponding change with re­
gard to the delivery of absentee ballots 
to the clerks ten, instead of twenty, days 
prior to the election. 

(3) The return of the deadline for the 
filing of nomination papers to forty-five 
days prior to the primary election. 

(4) Clerical changes: 

a. The sections from both parts of the 
bill have been reordered so that they now 
appear in numerical order. 

b. Typogra_phical and format errors 
have been corrected. 

c. Sections 11-24 and 11-73 previously 
appeared in both parts of the bill. The 
proposed changes were not contradic­
tory; they have been combined and the 
duplicate sections have been removed. 

Your Committee on Conference is in 
accord with the intent and purpose of H. B. 
809, H. D. 1, S. D. 1, as amended and 
attached hereto as H. B. 809, H. D. I, S. D. 
I, C. D. I, and recommends its passage on 
final reading. 

Representatives O'Connor, Kimura and 
Aduja. 

Managers on the part of the House. 

Senators Ushijima, Kawasaki and Mills. 
Managers on the ·part of the Senate. 

Senator Kawasaki did not concur. 

Conf. Com. Rep. 3 on S. B. No. 920 

The purpose of this bill is to improve 
the State of Hawaii's correctional program 
based on the recommendations of the Ha­
waii Correctional Master Plan prepared by 
the National Clearinghouse for Criminal 
Justice Planning and Architecture at the 
University of Illinois pursuant to the man­
date given to the State Law Enforcement 
and Juvenile Delinquency Planning Agency 
to develop a Hawaii State Correctional 
Master Plan by Act 179, Session Laws of 
Hawaii, 1970. 

Under this bill, designation of correc­
tional facilities are made and the scope of 
the responsibilities are defined; emphasis 
is placed on utilization of the community 
rather than institutional resources for cor­
rectional treatment programs, and county 
jails are transferred to the State of Hawaii 
upon authorization and further appropria­
tion of funds by the Legislature. 

Your Committee upon further consider­
ation has made the following amendments 
to S. B. 920, S. D. 2, H. D. I: 

(1) Section l's purpose has been altered 
to indicate · adoption and implementation 
by the Legislature of that portion of the 
Correctional -Master Plan pertaining to the 
management and establishment of intake 
service centers, correctional facilities and 
programs rather than just the concept of 
the Master Plan pertaining to such centers, 
facilities . and programs. This was done to 
make a reasonable indication to the U.S. 
Department of Justice, Law Enforcement 
Assistance Administration that the State 
of Hawaii is proceeding with the initial 
implementation of the Correctional Master 
Plan. 

(2) The phrase "when authorized" added 
to Section 3, amending section 353-2, Ha­
waii Revised Statutes, pertaining to the 
authority of the comptroller to construct 
correctional facilities, and Section ·4, 

. amending section 353-4, Hawaii Revised 
Statutes, pertaining to the Director of So­
cial Services and Housing's rule making 
power~ for correctional facilities are de­
leted because. they are unnecessary, Suf­
ficient safeguards exist pertaining to the 
construction of facilities and rule making 
powers. 

(3) A clerical error in Section 16 which 
placed the word "concurrently" after "de­
partment of social services and housing" 
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on line 7, has been corrected to place it 
between "operated" and "with" on line 8. 

(4) In Section 21, the repeal of the sec­
tions noted except for section 353-91 
through section 353-96, and section 353-102 
is made effective on July I, 1973 instead 
of July I, 1976. These are obsolete sections 
which should be deleted now. Section 353-
91 through section 353-96 and 353-102 
pertaining to county jails are deleted as of 
the date of transfer of county jails to the 
department of social services and housing 
by executive order of the Governor rather 
than the definite date of July I, 1976 since 
it is indefinite when the transfer will occur. 

(5) Section 22 amending section 354-2, 
Hawaii Revised Statutes pertaining to es­
tablishment of industries, at state correc­
tional industries, is amended by making the 
authorization permissive rather than man­
datory in the light of an earlier proposed 
amendment now incorporated in S. B. No. 
920, S. D. 2, H. D. 1, granting contracted 
access of private industries to correctional 
facilities to carry out enterprises. The di­
rector of social services and housing should 
be afforded some flexibility in making ar­
rangements for access of private industry. 

(6) Despite the fact that certain amend­
ments to Hawaii Revised Statutes, mainly 
pertaining to the transfer of county jails 
and making retirement benefits of Adult 
Correctional Officers equivalent to police­
men and firemen would not be effective 
until the time of transfer of county jails by 
executive order of the governor after leg­
islative authorization and further appro­
priations, it is desirable that the adoption 
of the Act be made effective on July I, 
1973 to have an operational plan relating to 
facilities and services with which to alter 
existing facilities and services. 

Your Committee on Conference is in 
accord with the intent and purpose of S. B. 
No. 920, S. D. 2, H. D. 1 as amended in the 
form attached hereto as S. B. No. 920, 
S. D. 2, H. D. 1, C. D. 1 and recommends 
its passage on final reading. 

Representatives O'Connor, Cobb, Kihano, 
Yamada and Aduja. 

Managers on the part of the House. 

Senators Ushijima, Wong and Mills. 
Managers on the part of the Senate. 

Conf. Com. Rep. 9 on S. B. No. 97 

The purpose of this bill is to amend the 
Temporary Disability Insurance Law to 
make benefits payable for a disability caus­
ed or contributed to by pregnancy. 

Section 392-3 now defines "disability" 
to exclude disability caused by pregnancy, 
except where the pregnancy or its ter­
mination "produces complications resulting 
in sickness causing total disability." This 
bill proposes to amend the definition to 
permit benefits to be payable for a dis­
ability caused or contributed to by preg­
nancy. 

The intent of the Committee is not to 
permit T.D.l. benefits for the mere state of 
pregnancy but to clearly express that bene­
fit payments should be made where preg­
nancy has contributed or is the direct cause 
of a disability. 

Your Committee has amended Section 
392-6 and 392-21(a) to allow T.D.l. pay­
ments to be made for disabilities caused 
by pregnancy as well as by sickness and 

.accidents. 

Your Committee on Conference is in 
accord with the intent and purpose of 
S. B. No. 97, S. D. 1, H. D. 1, as amended 
and attached in the form hereto as S. B. 
No. 97, S. D. 1, H. D. 1, C. D. 1, and 
recommends its passage on final reading. 

Representatives O'Connor, Medina and 
Yamada. 

Managers on the part of the House. 

Senators Toyofuku, Yamasaki and Hen­
derson. 

Managers on the part of the Senate. 

Conf. Com. Rep. 10 on S. B. No. 160 

The purpose of this bill is to reorganize 
Chapter 466, Hawaii Revised Statutes, to 
narrow the definitional concept of public 
accountancy, to modify voting rights of 
members of the State Board of Public Ac­
countancy, to upgrade educational require­
ments and to revise licensing and renewal 
procedures. 

Your Committee upon further consider­
ation has amended this bill by amending 
section 466-5(b) back to the form found in 
S. B. No. 160, S. D. 2, and deleting section 
466-IO(d) (8). 

Your Committee on Conference 1s m 
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accord with the intent and purpose of S. B. 
No. 160, S. D. 2, H. D. 1, as amended and 
attached hereto as S. B. No. 160, S. D. 2, 
H. D. 1, C. D. 1, and recommends its 
passage on final reading. 

Representatives O'Connor, Yap and Me-
deiros. 

Managers on the part of the House. 

Senators Ushijima, Kawasaki and Mills. 
Managers on the part of the Senate. 

Conf. Com. Rep. 11 on S. B. No. 1152 

The purpose of this bill is to define the 
terms "mass transit" and "mass transpor­
tation" as used in the law granting to the 
counties the power · to operate and provide 
such services. 

The terms are not defined in the law; 
therefore, there is an ambiguity. The bill 
clarifies the matter by expressly excluding 
charter and sightseeing services from the 
definitions of "mass transit" an_d "mass 
transportation" as used in the law. 

Your Committee has amended the bill to 
include school bus in the exclusion. 

Your Committee· on Conference is in ac­
cord with the intent and purpose of S. B. 
No. 1152, S. D. 1, H. D. 1, as amended in 
the form attached hereto as S. B. No. 
1152, S. D. 1, H. D. 1, C. D. 1, and recom­
mends its passage on final reading. 

Representatives O'Connor, Yamada and 
Wedemeyer. 

Managers on the part of the House. 

Senators Ching, Taira and Henderson. 
Managers on the part of the Senate. 

Conf. Com. Rep. 12 on S. B. No. 231 

The purpose of this bill is to amend the 
laws relating to public employment in 
several respects by: (I) amending the Civil 
Service Law to insure that no person will 
be subject to discrimination in the state 
or county civil service because of sex, age, 
color, or ancestry; (2) converting the non­
civil service positions occupied by employ­
ees of the Hawaii International Services 
Agency to civil service positions; and (3) 
establishing a public service employment 
program to be administered by the de­
partment of social services and housing. 

Section I of the bill proposes to amend 
Chapter 76, the Civil Service Law, to: 

I. Provide equal opportunity for all re­
gardless of race, sex, age, religion, color, 
ancestry, or politics. The present statement 
of the law's policy in section 76-1 provides 
equal employment opportunity regardless 
of race, religion, or politics. 

2. Prohibit suspensions, demotions, or 
dismissals on racial, sex, age, religions, 
color, ancestry, or political grounds. Sec­
tion 76-44 presently prohibits suspensions, 
demotions, or dismissals on racial, religious, 
or political grounds. 

3. Provide employment preferences for 
spouses of disabled veterans and surviving 
spouses of deceased servicemen rather than 
for wives of disabled veterans and widows 
of deceased servicemen. 

4. Add saving clauses to prevent the in­
advertent repeal or amendment, through 
the enactment of the foregoing amend­
ments to Chapter 76, of laws, ordinances, 
rules, or regulations relating to (I) the 
employment of minors, (2) the establish­
ment of bonafide occupational qualifica­
tions, (3) the termination or change of 
employment of a person unable to perform 
his duties, (4) bonafide retirement, pension, 
employee benefit or insurance plans, (5) 
maximum age limits for public employ­
ment, or (6) security regulations in public 
employment established by the federal or 
state governments. 

Section 2 of the bill proposes to convert 
the employment status of persons currently 
employed by the state in the Hawaii Inter­
national Services Program from non-civil 
service to civil service status. 

Section 3 of the bill proposes to estab­
lish a public service employment program 
to assist in alleviating the · unemployment 
of current and potential general assistance 
recipients and to meet public needs such 
as the landscaping a_nd beautification of 
highways, trails, parks, gardens, beaches 
and tl1e restoration of historic sites. Per­
sons receiving general assistance from the 
state or receiving unemployment compen­
sation and being close to the end of their 
benefit duration periods would be eligible 
for employment in the program if they 
reside on an island where the primary 
economic base providing employment is 
lost or is in danger of being lost. They 
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would be considered employees of the 
department of social services and housing 
and entitled to workmen's compensation 
benefits but not to other benefits of govern­
ment employment such as civil service sta­
tus, retirement benefits, or sick leave. 

Section 4 of the bill proposes to amend 
section 346-71 relating to general assis­
tance to make it conform to the provisions 
of the new public service employment pro­
gram. 

Your Committee on Conference upon 
consideration of the bill has agreed to the 
following amendments of S. B. No. 231, 
H. D. 1: 

Section 2 of the bill which would have 
converted the status of the employees of 
the Hawaii International Service Agency 
has been deleted and sections 3 and 4 
of the bill have been re-numbered as sec­
tions 2 and 3 respectively. 

A new section of the bill to amend sec­
tion 77- 13 (f) of the Hawaii Revised Sta­
tutes has been added and numbered sec­
tion 5. The purpose of this amendment is 
to enable the counties to classify and assign 
positions to salary ranges SC-I, SC- 2, and 
SC-3. Section 77-13 (f) presently allows 
the state to classify and assign ten posi­
tions to the foregoing salary ranges upon 
recommendation of the director of person­
nel services and approval by the governor 
but does not accord the counties such per­
mission. Your Committee is of the opinion 
that the counties should be allowed to 
classify and assign a limited number of 
positions to salary ranges SC-I, SC-2, and 
SC-3 upon the recommendations of their 
personnel directors and approvals by their 
councils and mayors. It is also of the opin­
ion that the number of special salary range 
positions for the state should be increased 
to sixteen and each county should be al­
lowed to classify and assign eight posi­
tions to the special salary ranges. 

An appropriation to implement the new 
public service employment program in the 
sum of $550,000 has also been made. 

Your Committee on Conference is in 
accord with the intent and purpose of S. B. 
No. 231, H. D. 1, as amended in the form 
attached hereto as S. B. No. 231, H. D. I, 
C. D. 1, and recommends that it pass final 
reading. 

Representatives Lee, Takamine and Leo-
pold. 

Managers on the part of the House. 

Senators Takitani, Brown and Mirikitani. 
Managers on the part of the Senate. 

Conf. Com. Rep. 13 on H. B. No. 637 

The purpose of this bill, as amended 
herein, is to amend existing motor vehicle 
insurance laws as they relate to tort lia­
bility arising out of the ownership and use 
of motor vehicles. 

Your Committee is of the belief that a 
basic, comprehensive, equitable, and rea­
sonably priced auto insurance policy must 
satisfy each of the following criteria: 

(I) Provide for a speedy, adequate and 
equitable reparation for those injured or 
otherwise victimized; 

(2) Provide for the stabilization and re­
duction of motor vehicle liability insurance 
premium rates; 

(3) Provide for insurance coverage for 
all who require it, at a cost within the 
reach of every licensed driver; 

(4) Provide for a compulsory insurance 
system; 

(5) Provide for adequate regulatory con­
trol. 

As amended, the bill provides the fol­
lowing principal features : 

(I) The bill would create an essentially 
restructured automobile insurance repara­
tions system. Tort liability arising out of 
automobile accidents would generally be 
eliminated, and insurance benefits to pay 
for losses arising out of automobile acci­
dents would be paid without regard to 
fault. A person injured in an auto acci­
dent would seek .reparations from his own 
insurance company (first-party insurance) 
or the insurance company of the owner of 
the vehicle in which he was a passenger. 
An injured pedestrian would seek compen­
sation from an insurance company cover­
ing any vehicle which caused injury to him. 

(2) Every owner who operates a motor 
vehicle on the public roadways will be re­
quired to take out a basic no-fault insur­
ance policy to cover his own personal in-
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jury losses when operating his vehicle, 
losses of any other driver or passenger of 
his vehicle, and personal injury losses of 
any pedestrian that is injured in an acci­
dent involving his vehicle. In addition, re­
quired tort liability coverage is mandated. 

(3) Every insurance company doing an 
auto insurance business in this State will 
be required to accept every insurance ap­
plicant who has a valid driver's license 
and who pays a premium based upon an 
applicant's proper classification. Cancella­
tion of the basic policy, or refusal to re­
new, would be prohibited unless the poli­
cyholder had failed to pay the premium or 
lost his driver's license and requires that 
the insurer serve a month's notice to the 
owner, the insurance commissioner, and 
the county director of finance of each 
occasion. 

(4) Every owner of a motor vehicle will 
be required to have a no-fault policy as a 
precondition to operating his vehicle. The 
bill provides for the enforcement of this 
protection of the motoring citizen at the 
time of registration annually, or at the time 
of purchase, or upon the importation of a 
foreign-licensed vehicle into the State. 

The no-fault policy would provide cer­
tain benefits to the policyholder, members 
of his family, and people injured in an au­
tomobile accident in which his vehicle was 
involved who were not occupants of anoth­
er vehicle. 

(5) Basic benefits would be paid to auto 
accident victims by insurers writing no­
fault policies. All medical and rehabilita­
tion costs would be paid by the insurer 
issuing the no-fault policy, up to the stan­
dard or maximum limit of every no-fault 
policy. In addition, all wage loss would be 
paid until such time as the injured person 
could resume available and appropriate 
gainful activity, up to the standard or max­
imum limit of every no-fault policy. There 
is, however, a $800 per month limitation 
on the wage replacement provisions of the 
no-fault policy. For those people who earn 
more than $800 per month, a provision in 
the bill would permit them to purchase 
greater income replacement protection. 
Benefits would also be paid for loss of 
future anticipated earnings or for impair­
ment of earning capacity resulting from 
injuries sustained in an automobile acci­
dent, up to the standard or maximum limit 
of every no-fault policy. 

Replacement service benefits will also 
be paid for any service that an injured per­
son would have performed for his or her 
own benefit, or the benefit of the family, 
but for the injury. 

For example, a housewife suffering a 
back injury which prevented her from do­
ing normal housework would receive bene­
fits to pay someone to clean her house on 
a regular basis until she recovered from her 
injury, up to $800 per month, until the max­
imum no-fault benefit level was reached. 

(6) In addition to the benefits provided 
under the mandatory provisions of the no­
fault policy, there are other benefits which 
the insurers of such policies would have to 
offer but which the policyholder could 
choose to take or not as he wished. In­
surers of no-fault policies will be required 
to offer collision insurance to pay for pro­
perty damage to the policyholder's auto­
mobile. The policyholder would buy such 
insurance and select from a variety of de­
ductible levels. 

Further, insurers of no-fault policies 
would have to offer policyholders other 
types of coverage: (l) coverage to pay for 
tangible loss in excess of that provided by 
the no-fault policy, and (2) coverage to pay 
for any amounts and losses now covered 
by public liability policies. These losses 
include such damages as those due to ex­
tensive physical injury, maiming, serious 
disfigurement, loss of a faculty or death. 
Included is pain and suffering or general 
damages. Under this bill, these losses are 
recoverable under our prevailing tort law 
provided the threshold is attained permit­
ting the victim to sue. A policyholder could 
elect to buy coverages to protect himself, 
his spouse, any dependents, and all victims 
to whom he is negligently liable for 
amounts above the no-fault tort exemp­
tion. 

(7) Benefits of the existing reparations 
system will be retained by making avail­
able to all the motoring public all the bene­
fits that the present automobile repara­
tions system now provides to the accident 
victim who is not found negligent or pri­
marily and comparatively negligent and 
who is injured by someone who is found 
negligent and is fully insured up to the ex­
tent of the loss or the maximum limit of 
the no-fault policy as established by the 
insurance commissioner. However, be­
cause insurance against loss in excess of 
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that provided under the no-fault policy is 
not mandatory for the economic well-being 
of an automobile accident victim or the 
family of such victim, the insurance buyer 
is given the option to buy such additional 
coverage if he chooses. 

Benefits which an insurer is required to 
pay under the no-fault policy would be 
secondary-the amount paid would be re­
duced by any benefit from other sources 
paid to cover the same loss. Such other 
collateral sources are HMSA or Kaiser 
health plans, state and federal workmen's 
compensation, and federal social security 
benefits. Additionally, no recovery under 
any no-fault policy will be reduced by the 
deduction by the insurer of the federal 
and state income taxes which would have 
been due had the victim earned the income 
replacement. 

(8) Any dispute between an insurer and 
a policyholder which could not be resolved 
by negotiation could be resolved in an arbi­
tration proceeding provided for in the bill, 
with the right to an appeal to the circuit 
court under chapter 658. The attorney's 
fees of the policyholder are paid by the in­
surer and thus the insurance mechanism 
generally. For example, if the insurer re­
fused to pay a claim arguing that the po­
licyholder was able to return to work, the 
policyholder could retain an attorney to 
pursue his claim for continued periodic 
benefits . The policyholder's attorney 
would be compensated by the insurer whe­
ther the court supported the policyholder's 
claim or not unless the arbitrator or court 
determined that such claim was fraudulent, 
frivolous, or excessive. 

(9) In the event that a person is injured 
or killed in an automobile accident in a 
vehicle or by a vehicle which is uninsured, 
and that person is not responsible for the 
fact that the vehicle is uninsured, then the 
victim may seek recovery from the assign­
ed risks and claims plan, which assumes all 
presently uncompensated "assigned 
claims" of victims of unidentified drivers. 
In the event a person with a legitimate 
claim had no insurance company to turn to, 
because the vehicle was uninsured, uni­
dentified, or because the in~urance com­
pany was insolvent, he could file his claim 
with the assigned risks and claims plan. 

(10) The existing rate making laws have 
been generally amended. Before rates are 
approved by the commissioner, public 

hearings will be required . Also, in the es­
tablishment of rates, due consideration 
must be given to a reasonable margin of 
profit. Further, investment income from re­
serves must also be taken into account in 
the establishment of rates. 

(11) The bill provides a novel effort to 
reduce auto premiums. It provides an open 
rating system for insurance companies. We 
establish a one-year moratorium upon the 
insurance commissioner's setting of motor 
vehicle insurance rates. Instead of requir­
ing a firm to charge rates identical with 
those of another firm, open competition for 
one year is encouraged. 

( I 2) The assigned risks and claims plan 
is set up to provide no-fault benefits to the 
so-called high-risk driver, to the licensed 
driver while on welfare, to the grossly sur­
charged physically handicapped driver, to 
the owner of the motorcycle, to the driver 
previously convicted of a serious traffic of­
fense and who has been licensed again 
following a period of revocation or sus­
pension, the hit-skip victim, and all drivers 
and automobile users which the industry 
has labeled, surcharged, and in many m­
stances, rejected as the "assigned risk." 

All of these drivers are legally licensed 
to drive in this State. In many instances 
these classes of drivers simply do not have 
the money to buy insurance coverage, par­
ticularly when the trade they happen to 
follow does not return a profit sufficiently 
excessive to pay the premiums charged, 
because of limited income in the industry. 

( 13) This bill, as a corollary to the man­
datory requirement of a basic no-fault 
policy, also provides a cancellation and re­
newal policy for the purpose of protecting 
the buying public and to ensure that every 
car on the road will have the basic minimal 
no-fault coverage. The bill requires that a 
policy may be cancelled or refused when­
ever a licensed driver has his license 
revoked or suspended. A carrier may also 
cancel for nonpayment of premium. How­
ever, before either of these actions may be 
taken, a written thirty-day notice is re­
quired to the insured, the commissioner of 
insurance, and to the county director in 
the county of registration. In the case of 
revocation or suspension of license, the 
carrier is required to provide the basic no­
fault coverage continuously for the thirty 
days following the notice simply to pro­
tect the consuming public. This proviso 
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also permits the suspended or revoked 
owner of the vehicle to make arrangements 
for another family member to assume the 
driving responsibilities, or for the nonpay­
ing owner to pay the overdue premium. 

(14) Your Committee has provided that 
a system of equitable allocation of burdens 
among insureds be established. The bill 
states that the commissioner may establish 
by regulations and maintain a system un­
der which the rights of reimbursement are 
determined through pools, or other forms 
of reallocation. This system will be in lieu 
of case by case reimbursement. Your Com­
mittee feels that such an allocation of 
funds is necessary in the case of motor 
vehicle accidents involving vehicles of dis­
proportionate weight because it has been 
shown that in most instances the injury 
and property damages incurred by the 
lighter vehicle far exceeds that of the hea­
vier vehicle. 

(15) The bill provides for the partial 
abolition of tort liability with respect to 
the ownership, operation, and mainte­
nance or use of a motor vehicle except un­
der specified circumstances. Some of the 
circumstances under which a person re­
tains the right to sue in tort are: (l) if he 
dies in a motor vehicle accident; (2) if he 
sustains significant permanent loss of, or 
the loss of use or function of any part of 
his body; (3) if he sustains permanent and 
serious disfigurement; (4) if the operator 
who injures him is engaging in criminal 
conduct; (5) if he is entitled to no-fault 
benefits and such benefits exceed the 
amount of $15,000; and (6) if he is entitled 
to no-fault benefits and the medical and 
rehabilitation benefits exceed the limit to 
be set by the insurance commissioner. 
Such medical-rehabilitative limit is to be 
set, so that not less than ninety per cent of 
the no-fault benefit claims are paid. 

(16) The bill provides that damage to 
property is not covered under no-fault. 
Accordingly, the right to sue in tort for 
damage to property is retained. 

(17) Your Committee is concerned with 
respect to the ability of underprivileged 
persons such as those receiving public as­
sistance and handicapped drivers. Hence, 
your Committee has provided that such 
persons be entitled to no-fault policies and 
benefits as prescribed in the assigned risk 
claims plan. It is the intent of your Com­
mittee that these persons retain the same 

benefits under no-fault as other persons 
while at the same time being entitled to ap­
propriate protection under the assigned 
risk and claims plan. 

(18) The bill provides that no-fault ben­
efits shall be paid secondarily to benefits 
paid by workmen's compensation, social 
security, medical and health plans such as 
HMSA and Kaiser. It is the hope of your 
Committee that by making no-fault pre­
miums would be reduced. In addition the 
bill allows such medical and health insur­
ance plans, such as HMSA and Kaiser, 
to sell no-fault benefit coverages for the 
medical and rehabilitation portions. 

While your Committee believes this bill 
is the most appropriate legislative product 
to provide for no-fault insurance for the 
people of the State, we recognize that the 
constitutionality of this type of innovative 
legislation is still subject to definitive rul­
ings by the highest court of this State and 
of this nation. The constitutional law in 
this area is yet in a state of flux. However, 
there has been raised questions, which are 
legitimate ones, as to whether there are 
violations of the state and federal consti­
tutions relating to trial by jury and of 
Article I, section 4, of the State and the 
Fourteenth Amendment to the federal con­
stitution relating to due process and equal 
protection. These questions are inherent in 
the nature of no-fault legislation. Even 
with decisions rendered by the highest 
courts of the States of Massachusetts and 
Illinois, these areas of constitutional un­
certainty are not yet resolved. 

Your Committee after extensive re­
search still has a great concern as to the 
ultimate cost effects of the proposed no­
fault bill. Since the concept is a novel one 
without any comparable experience, we 
have· no statistical foundation to indicate 
how this bill will affect the cost of auto 
insurance to the public. Our resolution of 
this vacuum caused by the combined re­
sistence of the auto insurance companies 
and their adamant refusal to present any 
meaningful figures, is our development of 
the open rating system for the first year 
of no-fault operation and our provision for 
the establishment by the motor vehicle in­
surance commissioner of the maximum 
benefit figures after studying the books of 
the underwriters. 

Your Committee further notes that the 
no-fault program with its broad ramifica-
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tions should be measured in terms of the 
cost of the insurance premium in compari­
son with the potential benefits to the con­
sumer. We believe this bill provides the 
greatest benefits in relation to costs, which 
are equitable, of all the motor vehicle in­
surance bills before this Legislature. 

Your Committee on Conference is in ac­
cord with the intent and purpose of H. B. 
No. 637, H. D. 1, S. D. I, as amended 
herein in the form attached hereto as H. B. 

No. 637, H. D. I, S. D. I, C. D. 1, and re­
commends its passage on final reading. 

Representatives O'Connor, Suwa, Yap, Ki­
hano, Kimura, Kondo, Kunimura, Saki­
ma, Fong, Saiki and Yamada. 

Managers on the part of the House. 

Senators Ushijima, Takahashi, Wong and 
Mills. 

Managers on the part of the Senate. 



SPECIAL COMMITTEE REPORTS 

Special Com. Rep. I 

Your Committee on Credentials begs 
leave to report that it has thoroughly con­
sidered the matter of the seating of the 
members elect of the House of Representa­
tives of the Seventh Legislature of the State 
of Hawaii, Regular Session of 1973, and 
finds that the following members elect are 
duly qualified to sit as members of the 
House of Representatives, to wit: 

First District: Jack K. Suwa 

Second District: Wing Kong Chong, 
Stanley H. Roehrig 

Third District: Joseph R. Garcia, Jr. 

Fourth District: Yoshito Takamine 

Fifth District: Archie Hapai, III 

Sixth District: Pedro de Ia Cruz, Ronald 
Y. Kondo 

Seventh District: Alvin T. Amaral, Rick 
Medina 

Eighth District: Dennis O'Connor, W. 
Buddy Soares 

Ninth District: Steve Cobb, Patricia Saiki 

Tenth District: Tadao Beppu, Ted 
Morioka 

Eleventh District: Hiroshi Kato, Keo 
Nakama 

Twelfth District: John S. Carroll, John 
Leopold, Herman Wedemeyer 

Thirteenth District: Anson Chong, Hiram 
Fong, Jr., Charles T. Ushijima 

Fourteenth District: Clarence Y. Akizaki, 
Jean S. King 

Fifteenth District: Robert Kimura, T.C. 
Yim 

Sixteenth District: Peter S. Iha, Richard 
S.H. Wong 

Seventeenth District: Richard Garcia, 
Kenneth K.L. Lee 

Eighteenth District: Akira Sakima, Ted 
Yap 

Nineteenth District: Mitsuo Uechi, 
James H. Wakatsuki 

Twentieth District: Daniel Kihano, 
Tatsuaki Kishinami, Patsy K. Young 

Twenty-First District: James Aki 

Twenty-Second District: Oliver P. Lu­
nasco, Howard K. Oda 

Twenty-Third District: Peter Aduja, 
Ralph K. Ajifu, Richard H. Wasai 

Twenty-Fourth District: John Justin 
Medeiros, Andrew K. Poepoe, Jann L. 
Yuen 

Twenty-Fifth District: Richard A. Kawa­
kami, Tony T. Kunimura, Dennis 
Yamada 

Representatives Kimura, Roehrig, Kato, 
Lunasco, Young, Carroll, Fong and Saiki. 

Special Com. Rep. 2 

Your House Interim Committee on the 
Hawaii Correctional Master Plan, created 
pursuant to House Resolution No. 275, 
H. D. 1, Sixth Legislature, Regular Session 
of 1972, entitled: "HOUSE RESOLUTION 
RELATING TO COMMUNITY BASED 
CORRECTIONAL PROGRAMS", begs 
leave to report as follows: 

The purpose of this resolution is to re­
quest the Speaker of the House of Repre­
sentatives to establish a special interim 
committee to study the concept of commu­
nity based correctional plans and to receive 
input therefor from representatives and 
citizens of all counties. 

In view of the defined scope of review 
requested by the House Resolution, your 
Committee conducted a series of public 
hearings throughout the various counties 
during the month of September, 1972 to 
elicit reaction and comment from know­
ledgeable people in the correctional field 
and concerned· members of the general 
public on the concept of community cor­
rections centers (CCC) as proposed by the 
Hawaii Correctional Master Plan (CMP). 
The Committee's itinerary involved the 
following public hearing schedule: Hono­
lulu, Oahu on September 5, 1972; Hilo, 
Hawaii on September 6; Wailuku, Maui on 
September 7; Lihue, Kauai on September 
8. 
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Throughout its entire 1tmerary, your 
Committee was accompanied by staff per­
sonnel of the State Law Enforcement and 
Juvenile Delinquency Planning Agency 
(SLEPA) and the National Clearinghouse 
for Correctional Programming and Archi­
tecture (NCCPA) who served in a support­
ive and advisory capacity to your Commit­
tee. 

Your Committee proceeded to receive 
testimony relating to the concept of com.­
munity based correctional facilities through 
this means of public hearings aforemen­
tioned with full cognizance of the intent and 
purpose of Act 179, Session Laws of Hawaii 
1970 (see BACKGROUND Section). 

It should be pointed out that the testi­
mony received by your Committee related 
strictly to the proposals contained in Vol­
umes I, 2 and 3 of the CMP. The first 
three volumes of the CMP contain the Mas­
ter Plan Overview, the survey data, and the 
Master Plan concept. At the time your 
Committee was formed and was subse­
quently engaged in its public hearing 
schedule, Volumes 4 and 5 of the CM P 
had not yet been completed. Volume 4 will 
contain detailed program and delivery sys­
tem descriptions, and Volume 5 will con­
tain the architectural schematics. Volumes 
4 and 5 are targeted for completion and 
submission to the Seventh State Legisla­
ture prior to its convening on January 17 
for the Regular Session of 1973. 

BACKGROUND 

The Fifth Legislature of the State of 
Hawaii appointed a Joint Interim Commit­
tee of the Senate and the House of Repre­
sentatives to evaluate and make recom­
mendations for improvements to the State's 
correctional system. A major issue raised 
during the Committee's investigation was 
that of the location, design and function of 
correctional facilities. Relating thereto, the 
Committee recommended a reassessment 
"of present facilities with a view to their 
most effective utilization in terms of suc­
cessfully reintegrating their occupants into 
security." 1 

The Legislature implemented the recom­
mendation of the Join.t Interim Committee 

1Joint Interim Committee Report No. 6, 
Re: Improvement of Hawaii's Corrections 
System, Fifth State Legislature, Regular 
Session of 1970, p. 4. 

by passing Act 179 in 1970 which man­
dated the State Law Enforcement and Ju­
venile Delinquency Planning Agency to 
develop "a master plan for Hawaii State 
correctional facilities .. . in accordance 
with the recommendations for future cor­
rectional program by the National Council 
on Crime and Delinquency."2 The 1969 
study of "Correction in Hawaii" by the 
National Council on Crime and Delin­
quency recommended that "the State of 
Hawaii should adopt a goal of 'new cor­
rection,' utilizing methods of 'integration' 
or 'reintegration'." The study characterized 
this goal as one in which "the majority 
of offenders are treated in 'community­
based programs,' with less emphasis on 
incarceration and greater use is made of 
community resources, in an attempt to 
help the offender adjust to the community 
around him."3 

SLEPA contracted with the NCCPA at 
the University of Illinois to do the program 
development and facility design under a 
federal grant from the Law Enforcement 
Assistance Administration (LEAA). 

INTRODUCTION 

One of the key concepts incorporated 
in the Correctional Master Plan is that 
community based correctional programs 
are preferable to institutional treatment 
whenever feasible without detriment to the 
safety of the public and the community. In 
the CMP, the term "community correctional 
center" (CCC) refers to "a facility in which 
a comprehensive program of both non­
institutionalized and institutionalized meth­
ods of treatment and care are coordinated." 

Your Committee acknowledges the tre­
mendous amount of literature that has 
argued for a significant change in penal 
philosophy. Recent reports and studies on 
penal reform have introduced a new term 
into corrections jargon - reintegration . 
The term, as applied in the corrections 
field, refers to the development of the 
offender's links with the community to the 
maximum extent compatible with protect- · 

2Act 179, Session Laws of Hawaii, Fifth 
State Legislature, Regular Session of 1970. 

3Correction in Hawaii: A survey of Cor­
rectional Services in Hawaii, National 
Council on Crime and Delinquency, New 
York, 1969, p. 7.06. 
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ing society. Your Committee realizes that 
reintegration imposes an additional task 
for corrections to what it has traditionally 
performed - that of rehabilitation, which 
refers to the correction of the individual 
so that he lives within the limits of the law. 
Your Committee believes that there is much 
merit to this dual task approach of cor­
rections in achieving its basic goal of pro­
tecting the general public by aiding in the 
prevention of crime. 

The concept of reintegration of the of­
fender into the societal environment 
through community based correctional pro­
grams has received strong endorsement 
from several in-depth studies. From the 
findings of such intensive surveys, a new 
era of correction philosophy has begun to 
emerge. The concept of the CCC, as pro­
posed by the CMP, is illustrative of this 
new trend of thought in penal philosophy. 

The Challenge of Crime in a Free So­
ciety, by the President's Commission on 
Law Enforcement ahd Administration of 
Justice, advocates that correctional facili­
ties must be community based, if the of­
fender is to be adequately integrated into 
society. In support of community based 
programs, the more detailed report of its 
Task Force on Corrections, Task Force 
Report: Corrections, states: "A key ele­
ment . . . is to deal with problems in their 
social context, which means in the· inter­
action of the offender and the community. 
It also means avoiding as much as possible 
the isolating and labeling effects of com­
mitment to an institution. There is little 
doubt the goals of reintegration are fur­
thered much more readily by working with 
an offender in the community than by 
incarcerating him. "4 

The concept of community based pro­
grams is designed to situate the offender 
within the community in order that varying 
degrees of correctional supervision and sup­
portive services. as well as non-correctional 
social and familial, educatio·nal, mental 
hygiene and vocational programs may be 
made readily available to the offender. The 
rationale behind this concept is basically 
to establish correctional programs. which 
attempt to provide the offender with the 
maximum amount of exposure to society-

4Task Force Report: Corrections, Presi­
dent's Commission on Law Enforcement 
and Administration of Justice, Washington, 
D. C., 1967, p. 27. 

at-large - the environment he will even­
tually reenter if corrections prove reason­
ably successful in his particular case. This 
"humanizing" aspect of community based 
programs attempts to relate the offender 
with law-abiding people in relatively normal 
social situations. The offender may there­
by have the maximum opportunity to ad­
just to the community around him. Of 
course, the community based program ap­
proach recognizes the primary need of 
protecting the general citizenry from the 
dangerous "hard core" offender, the term 
referring to one who is determined to have 
a tendency to repeatedly commit predatory, 
violent acts. The CMP suggests that a max­
imum security facility be provided for the 
securing and isolating of offenders con­
sidered dangerous to the public and to the 
general offender population. 

The basic premise upon which commun­
ity based programs - such as proposed in 
the CMP- are based is set forth in a 
report put out by the California Board of 
Corrections. In reference to the value of 
community based programs , the report 
states: "The circumstances leading to de­
linquent and criminal behavior are the 
product of life in the community, and the 
resolution of these problems must be in the 
community. This proposition is based on 
the assumption that local treatment has an 
inherent advantage since it keeps the of­
fender close to his family and the important 
social ties that bind him to conformity in 
the community."5 It is apparent that the 
plea for a "new" correctional philosophy, 
as voiced in this report, is based on the 
presumption that crime and delinquency 
are symptomatic of the failures and dis­
organization of society as well as of in­
dividual offenders. More particularly, such 
failures are viewed as depriving offenders 
of contact with social institutions that are 
necessarily responsible· for assuring the 
development of legitimate and moral con­
duct. The concept of the CCC, as outlined 
in the CMP, is predicated on this basic 
belief. It is evident that eventual implemen­
tation of the concept of the CCC requires 
both legislative support and mobilization 
of the executive branch's correctional forces. 

FINDINGS 

Your Committee found that the testi-

5Probation Subsidy, Board of Corrections, 
State of California, Sacramento, 1965, p. 
135. 
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monies offered throughout the public hear­
ings held before it generally favored the 
community based programs concept of the 
CMP. 

Two factors which were evidenced should, 
however, be noted: ( 1) A large majority 
of those people testifying before your Com­
mittee represented governmental or private 
organizations and agencies which are di­
rectly and professionally concerned with 
the field of corrections. 6 There was minimal 
participation demonstrated by members of 
the general public throughout the public 
hearings. (2) Those who testified favorably 
on the CMP endorsed the concept of com­
munity based programs as a general princi­
ple, but reserved full endorsement of the 
CMP until Volumes 4 and 5 of the CMP 
have been completed and submitted for 
study and consideration. It was with ref­
erence to the completed portions of the 
CMP, i.e., Volumes 1, 2 and 3 - more 
specifically, Volume 3 containing the CM P 
concept - to which favorable comment 
was offered. It was stated that study and 
review of the two remaining phases relating 
to program and delivery design and archi­
tectural schematics was necessary before 
definitive endorsement to the CM P could 
be given. 

Your Committee appreciates the clari­
fication of the concept of community based 
corrections, as offered by the representative 
of the Hawaii Council on Crime and Delin­
quency (local affiliate of the NCCD). Your 
Committee recognizes the distinction be­
tween community based corrections and 
community based institutions. As the Presi­
dent of the NCCD recently warned: "The 
articulated trend toward community based 
corrections is clearly endangered by plans 
that will continue to give manpower and 
financial priorities to community based in­
stitutions prior to an optimum development 
and use of noninstitutional services. Until 
this priority is reversed criminal justice 
planners can't possibly project what kinds, 
sizes, or locations are needed for the small 
residue of offenders who must be held in 
confinement. "7 Your Committee acknowl-

6See Appendix A for a list of those gov­
ernmental and private organizations and 
agencies which were represented during the 
public hearings held by the House Interim 
Committee on the Correctional Master Plan. 

7Speech given by Milton G. Rector, Di­
rector, National Council on Crime and 
Delinquency before the Texas United Com­
munity Service Organization, March, 1972. 

edges the point made that reintegration is 
likely to be furthered much more readily 
by working with offenders in the com­
munity than by incarceration, i.e., develop­
ment of more extensive community treat­
ment programs as an alternative to 
institutionalization. 

Your Committee appreciates the statis­
tical data offered by the Chairman of the 
Ad Hoc Committee on the Correctional 
Master Plan relating to those in the of­
fender population who are experiencing 
non-institutional care. The data the Chair­
man offered revealed that: "On a selected 
day (April 30, 1971), the offender popula­
tion, both adult and juvenile, totaled 4,157. 
Of this total, 11 . 7 percent were in institu­
tions such as the Detention Home, the 
jail, the prison, the Hawaii Youth Cor­
rectional Facility, honor camps, and the 
Conditional Release Center. The balance 
of 88.3 percent was in effect being super­
vised or treated in the community through 
probation, parole, and the use of com­
munity resources. " 8 Your Committee recog­
nizes that in-community treatment, as op­
posed to institutionalization, is presently 
being practiced to a far greater extent than 
is generally known by those without the 
field of corrections. 

CONCLUSIONS 

Your Committee was encouraged by the 
testimonies received relating to the con­
cept of community based corrections pro­
gram. Your Committee recognizes the im­
portance of the favorable comments made 
with reference to the concept for, as it was 
noted by one testifier, the concept "forms 
the heart and soul of the <;:MP and the 
physical facilities are the body of that 
plan."9 This is not to imply that your Com­
mittee places lesser significance on the 
proposals that are to be presented in Vol­
umes 4 and 5 of the CMP - the program 
and delivery system descriptions and the 

8Testimony offered by Myron Thompson, 
Chairman, Ad Hoc Committee on the Cor­
rectional Master Plan before the House 
Interim Committee on the Hawaii Cor­
rectional Master Plan, September 5, 1972. 

9Testimony offered by Rev. Robert R. 
Mackey, S. M., Corrections Task Force, 
Hawaii Council of Churches Legislative 
Concerns Committee before the House In­
terim Committee on the Hawaii Correc­
tional Master Plan, September 5, 1972. 
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architectural schematics. Rather, your 
Committee believes that without generally 
favorable reception to the concept itself, 
any discussion of the physical facility as­
pects of the CMP would appear moot. If 
an idea itself cannot gain general accept­
ance, it would indeed be a wasteful ex­
penditure of effort to construct the physi­
cal facilities which will "house" the idea. 

Your Committee was impressed with the 
degree of participation demonstrated 
throughout its public hearing by the sev­
eral persons representing various organiza­
tions and agencies-both governmental and 
private-which have the professional ex­
pertise in the field of corrections. Your 
Committee recognizes the depth of study 
and review expended by these professional 
groups on the CMP and appreciates the 
comments expressed on and recommenda­
tions made pursuant to the CMP. Your 
Committee felt, · however, that the amount 
of participation shown by the public was 
disappointingly inadequate. Your Commit­
tee believes that this nonresponsiveness 
and lack of lay contribution is not neces­
sarily indicative of a lack of public support 
for or apathy toward the CMP. Rather, your 
Committee surmises that more extensive 
citizenry participation could have been ac­
complished if better publicity of your Com­
mittee's public hearing schedule had been 
given by the communications media. Your 
Committee's strong concern for proper and 
extensive public participation in reference 
to the CMP is predicated on the fact that 
the CMP cannot and should not be imple­
mented by the executive and legislative 
branches of state government without gen­
eral acceptance on the part of the general 
public. It is rather evident that the pro­
posals contained in the CMP have ramifi­
cations which will ultimately affect, in 
varying degrees, the concern and interests 
of every citizen in Hawaii. · 

Your Committee agrees that successful 
implementation of the CMP requires close 
cooperation and coordination between all 
facets of law enforcement, including the 
police, the courts and probation and parole 
workers. Your Committee believes that the 
varied and representative membership of 
the Ad Hoc Committee on the CMP will 
help ensure the proper implementation of 
the CMP. The active participation of, and 
resulting contributions by the diversified 
membership of the Ad Hoc Committee 
throughout the entire formulation process 
of the CMP draft is commendable. Your 

Committee believes that this method of 
continuing review, criticism, and revision 
of the CMP draft throughout its fetal stages 
as being employed by the Ad Hoc Commit­
tee reflects a forward thinking attempt at 
anticipating potential problems rather than 
reacting to them, if and when they arise. 

RECOMMEND A TIO NS 

Your Committee anticipates the com­
pletion of Volumes 4 and 5 of the CMP in 
early January, hopefully in time for sub­
mission to the Seventh State Legislature 
when it convenes for the Regular Session 
of 1973 on January 17. Your Committee 
recommends that, upon receipt of the com­
pleted CMP, the Legislature study and 
review the CMP in toto-i.e., the concep­
tual as well as the physical aspects of the 
plan-through conventional means of legis­
lative consideration. The several standing 
committees of both houses of the Legisla­
ture which would have proper jurisdict\onal 
concern over the CMP should devote in­
tensive efforts toward evaluating the var­
ious proposals contained in the CMP. Your 
Committee emphasizes again that adequate 
opportunity should be afforded concerned 
members of the general citizenry to offer 
endorsement or criticism of various aspects 
of the CMP. 

Your Committee is aware that the Ad­
ministration, through SLEPA, will intro­
duce legislation in the Regular Session of 
1973 requesting funding for the implemen­
tation of the conceptual and physical as­
pects of the CMP. Your Committee em­
phasizes that the Legislature exercise 
extreme caution and proper fiscal responsi­
bility in considering the amounts that will 
be requested by SLEPA and the program 
areas wherein such amounts are to be ex­
pended, in view of the barometric reading 
that State revenues will be less than what 
can be considered to be fiscally "ideal". 

Corrections has been traditionally iso­
lated both physically and administratively 
from the rest of the criminal justice system. 
This isolation of the various components 
of corrections contributes to a spiralling 
crime rate and continuing recidivism. The 
cycle of crime in Hawaii urgently demands 
that the Legislature act decisively, but not 
hastily; forcibly, but not imprudently on the 
proper implementation of the CMP. 

Representatives Lunasco, Kunimura, 
Nakama, Wong and Medeiros. · 
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APPENDIX A 

Persons Offering Testimony During Public 
Hearings Held By the House Interim Com­
mittee on the Hawaii Correctional Master 
Plan. 

Abraham Aiona, Chief of Police, County of 
Maui 

Emmett Cahill, Executive Director, John 
Howard Association 

Nelson Doi, Judge, Third Circuit Court, 
Judiciary 

Walter Freitas, Member, Board of Paroles 
and Pardons 

Samuel Kawahara, Administrator, Kulani 
Honor Camp 

Harry Kim; Coordinator, Hawaii County, 
Law Enforcement Assistance Administra­
tion 

Maureen Leopold 

Rev. Robert R. Mackey, S. M., Corrections 
Task Force, Hawaii Council of Churches 
Legislative Concerns Committee 

Gerald Matsunaga, Public Defender Crim­
inal Division, Legal Aid Society, County 
of Kauai 

Wayne Matsuo, President, Hawaii Correc­
tional Association 

Donald H. Moore, Director, Hawaii Coun­
cil of the National Council on Crime 
and Delinquency 

Charles Nakoa, Administrator, Hilo Unit, 
Queen Liliuokalani Children's Center 

Masaru Oshiro, Director, Liliuokalani 
Children's Center 

Myron Thompson, Chairman, Ad Hoc 
Committee on the Correctional Master 
Plan 



MINORITY REPORTS 

Minority Report on Conference Com. Rep. 
No. 2 

Your Minority members on the Commit­
tee on Conference on S. B. No. 1293, S. D. 
1, H. D. 1, C. D. 1 entitled: 

"A BILL FOR AN ACT RELATING TO 
TAXATION.", 

beg leave to report as follows: 

The people of Hawaii not only pay more 
for food, housing, transportation and other 
necessities of life than other Americans, 
they also pay more taxes than most Ameri­
cans. The average . family pays more in 
taxes than it spends for food , shelter and 
clothing combined. A typical wage earner 
works nearly half a year just to pay his 
taxes to the federal , state and county gov­
ernments. The taxpayers of Hawaii today 
bear the sixth highest per capita tax burden 
in the entire nation. S. B. 1283, S. D. 1, 
H. D. 1, C. D. 1, succeeds in placing an even 
heavier burden upon the beleaguered tax­
payers of Hawaii. 

The general excise tax on goods and ser­
vices is a regressive tax which strikes hard­
est against persons least able to pay. Your 
Minority members have consistently advo­
cated the abolition of general excise taxes 
on food and drugs. This bill not only ignores 
the inequity of this tax, it further com­
pounds the injustice by increasing the tax 
by 25%. This bill would also substantially 
increase taxes on corporate income. Aside 
from the dampening effect on business, 
such increases are in the final analysis, 
passed on to the residents of Hawaii. In 
short, the increases in the general excise 
taxes on goods and services and on corpo­
rate income imposed by this bill will ulti­
mately be shouldered by the Hawaii tax­
payers- the tax buck stops at his pocket­
book. 

S. B. 1283, S. D. 1, H. D. 1, C. D. 1 also 
fails to take fair and adequate advantage of 
taxes which are paid by transients or are 
not ultimately passed on to the resident 
taxpayer. The tax on transient accommoda­
tions in this bill is set at a mere 6% despite 
earlier representations of the Majority par­
ty in both houses that the rate should be 
10%. The Minority recommends that this 
tax rate be established at 8% with one­
fourth of the taxes collected thereunder to 
be earmarked and used for the general 

improvement of the Waikiki area autho­
rized under Act 204, Session Laws of Ha­
waii 1972, the repayment of general 
obligation bonds issued to finance such 
improvements and for the promotion of 
tourism by the Department of Planning and 
Economic Development in an amount not 
to exceed $2,000,000. Taxes on other visitor 
oriented activities, such as car rentals and 
transportation for tours and sightseeing 
purposes should also be raised higher than 
the Majority is willing to recommend. The 
Minority recommends an increase in the 
rate of these taxes to 8% rather than the 
6% contained in this bill. 

Tuition fees charged by the University 
of Hawaii is one example of revenue 
sources which are paid by those directly 
benefiting and not passed on to the resident 
taxpayer. The Minority recommends that 
tuition at the University of Hawaii be 
doubled. Nevertheless, the Majority appar­
ently refuses to even consider increasing 
the tuition even though the cost of main­
taining the State University continues to 
rise. 

Section I of S. B. 1283, S. D. 1, H. D. 1, 
C. D. 1, speaks of "economic justice", 
"reforming the tax structure", "reducing 
the burden for middle income families as · 
well as the poor and the impoverished", 
"equity of tax burden", and many other 
glittering generalities. Unfortunately, this 
bill as a final product falls far, far short of 
these goals and ideals. 

Your Minority members recommend the 
tax package shown on the attached sheet, 
which for purposes of comparison also in­
dicates the program recommended by the 
Majority. Your Minority members believe 
that their recommendations represent a 
reasonable, responsible and equitable ap­
proach to the problem of tax increases. 
Obviously this conclusion is concurred to by 
the chairman of the Senate Ways and 
Means by his signature indicating he does 
not concur with your conference commit­
tee report and bill. 

Your Minority members on the Commit­
tee on Conference on S. B. No. 1283, S. D. 
1, H. D. 1, C. D. 1, are not in accord with the 
intent and purpose of S. B. No. 1283, S. D. 
1, H. D. 1, C. D. 1 and recommend that it 
not pass final reading. 

Representatives Fong, Hapai and Poe­
poe. 
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Minority Report on Conf. Com. Rep. No. 3 
3 

Your Minority members agree with the 
opening statement in Standing Committee 
Report No. 416 from the Senate Commit­
tee on Ways and Means wherein it was 
stated, "We need to understand and the 
people of Hawaii need to understand that 
government cannot be all things to all 
people." . . . "Your Committee has made a 
critical examination of the requirements to 
maintain a level of services and operations 
.that is both beneficial and progressive to 
the people of our State. Cognizant of the 
need to maintain a creditable case manage­
ment position during these financial diffi­
cult times and still not overburden the 
people of our State, your Committee has 
taken an austere but responsive approach in 
appropriating funds for programs and 
projects. Mindful of this, your Committee 
where feasible has deferred programs and 
projects, reduced expenditures of certain 
programs, deleted vacant and new posi­
tions over and above the executive's abol­
ishment of 620 positions, and is recom­
mending adjustments to the State's funding 
structure." 

It is appropriate at this time to preface 
our recommendations by quoting some of 
the Governor's messages to the Legislature: 

State of the State Message-1969 

"The theme is prudent spending. 
The tone is one of caution. 
The policy is pay-as-we-go." 

Executive Budget Message-1970 

"We are today, as in the rest of the 
nation, at a point where the immediate 
future economic picture is not clear. Ob­
serve in public print the many indications 
of a leveling economy. Observe also the 
efforts of the national government to cool 
the economy. Observe, if you will, evi­
dences of a growing restlessness among 
those who must pay for the costs of govern­
ment. 

"These observations are made to indicate 
to you a basic rationale for many of the 
recommendations in the budget. We need, 
at this time, to weigh carefully the future 
financial implications of our actions today. 
We need to avoid where possible obligating 

the State to increased costs in the future. 
At the same time, we need, of course, to 
provide those services to our people which 
are necessary." 

State of the State Message-1971 

"I suggest we take stock of what we 
have achieved, to see where we are and 
why. We can then more wisely decide how 
our resources may be more effectively allo­
cated to continue our progress without 
unduly straining ourselves." 

State of the State Message-1972 

"But beyond the immediate difficulties, 
we must continue to bear in mind the long­
er term needs of our State and our people 
and our desire for the finest quality of life 
of any people anywhere." 

Accordingly, your Minority members dis­
agree with S. B. No. 1295, S. D. 1, H. D. 2, 
C. D. 1 in the following respects: 

Medical School-Your Minority mem­
bers concur with the findings of the Higher 
Education Committee and Ways and 
Means Committee that available budgetary 
data for the implementation of the third and 
fourth years of the Medical School are in­
adequate for budgetary purposes. Specific 
unresolved problems include ( 1) the level 
and availability of federal funding for the 
capitation grants and conversion grants 
which will be required to implement the 
third and fourth year programs; and (2) the 
lack of executed operating contracts be­
tween the University and the participating 
community hospitals, which precludes the 
formulation of exact costs for incremental 
clinical costs, intern and residency pro­
grams, and capital improvements require­
ments. Accordingly, your Minority mem­
bers disagree with the implementation of 
the third and fourth years of the Medical 
School program at this time, and recom­
mend the appropriations therefor be de­
leted. 

Law School-Because of the overall fiscal 
posture of the State which is dictating 
major budget cutbacks in all areas, your 
Minority members believe that it is incon­
sistent to take away funds on the one hand 
and implement entirely new programs on 
the other hand. Accordingly, your Minority 
members disagree with the implementation 
of the Law School program at the Univer­
sity of Hawaii at this time, and recommend 
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the appropriations therefor be deleted. 

West Oahu Campus-While a site has 
been preliminarily designated for the new 
4-year baccalaureate campus in West Oahu, 
it is likely that court approval and land use 
changes will be required prior to the com­
mencement of construction of the new cam­
pus facility. Because of the constitutional 
limitations on the State's debt ceiling, and 
because of substantial operating budget 
commitments that are thereby indicated for 
the future, your Minority members believe 
that it is prudent not to appropriate addi­
tional funds for the West Oahu Campus 
now. 

Public Education. During times of pros­
perity, the Legislature had been able to 
accommodate a wide range of educational 
needs. While your Minority members con­
tinue to support programs designed to help 
those who cannot help themselves, times 
have changed. Fiscal constraints and reali­
ties which confront the State as a whole 
require that we tighten our belt and there 
be no expansion of programs. Therefore, 
your Minority members disagree with the 
expansion or implementation of programs 
beyond the current level of funding for such 
programs. 

Implementation of the Flat Grant Plan. 
The Department of Social Services and 
Housing has developed, and originally had 
planned to implement in February, a flat 
grant plan. Basically, the plan provides for 
flat grant payments of financial assistance, 
a monthly standard of allowance for all 
items of financial aid. The proposed method 
is an attempt to provide a more equitable, 
less demeaning, and more efficient means 
of providing financial assistance to the 
needy. 

Because of the acute problem of housing 
scarcity and the related problerr: of high 
rental costs, your Minority members recog­
nize that immediate imposition of the full 
flat grant plan may cause hardship to some 
recipients. Therefore, a partial flat grant 
plan should be initially started which ex­
cludes assistance for rentals deferring until 
January 1974 the implementation of the 
complete flat grant plan. In the interim, the 
department should establish a housing re­
location unit to assist recipients in finding 
lower cost housing where existing rentals 
exceed what would be provided for by the 
flat grant plan. Your Minority members 
expect the department to submit to the 1974 

Legislature a preliminary evaluation of the 
flat grant program so that assessment can 
be made as to whether the program is 
accomplishing its objectives. 

In addition to measures to manage the 
expenditure levels of public assistance, the 
second requirement is to meet those pro­
gram issues which affect the accomplish­
ment of program objectives. Among those 
issues are the following: 

Management and Operations Citizen 
Task Force. Efforts by the Hawaii State 
Legislature to improve the efficiency and 
effectiveness of our government in the past 
have been consistent and sincere. The Pro­
gramming, Planning and Budgeting System 
(PPBS) adopted in 1970 under which many 
of our departments are now working has 
met with considerable success. 

Since 1965, more than 50 audits and 
studies conducted by the Office of the Leg­
islative Auditor have shown major organi­
zational and management failings in almost 
all departments in the State, and in many 
instances have resulted in corrective action. 
However, these audits have in many cases 
had a narrow scope. 

What is needed today is NOT just an­
other audit of individual State departments 
by the Legislative Auditor. Instead, what is 
needed is an objective immediate examina­
tion and evaluation of the management and 
administrative practices of all operating 
sectors ofHawaii's State government. 

In 1968, the Legislature included in Act 
74, an appropriation of $116,000 to estab­
lish a special commission on State Govern­
ment Operations to seek "improved effi­
ciency and economy in the (sic) State 
Government Operations and all other 
things necessary". This Commission has 
never been implemented. 

The purpose of the Management and 
Operations Citizen Task Force recommend­
ed by your Minority members, is to improve 
the efficiency and effectiveness of the Ha­
waii State government and thereby increase 
the government's ability to provide services 
for the people of Hawaii. 

Your Committee has learned that states 
which have utilized loaned executives in 
similar programs have been most success­
ful. Oregon, California and Minnesota have 
led in utilizing this technique. Several mem-
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bers of this Legislature have recently stud­
ied these efforts at first hand and can aid the 
Task Force in obtaining data. 

The experience of these states in improv­
ing government efficiency and effectiveness 
with the help of loaned executives has 
shown that such a program is eminently 
worthwhile. It can be done and with tre­
mendous financial savings to the taxpayers 
if the proper desire and initiative is taken 
by those in positions of responsibility. No 
government employees lost their jobs under 
the programs implemented in other states. 
Such assurance is also essential to the 
success of our Hawaii program. 

Under this program it is anticipated that 
recommendations for improvement can be 
made and discussed with appropriate de­
partment directors while the contemplated 
investigation is being conducted. Some can 
be presented orally. Others can be docu­
mented in memorandum or working papers 
and communicated to appropriate employ­
ees for action. Some can and should be 
implemented during the course of the 
study. Others can be implemented at the 
conclusion of the overall survey. 

Full implementation of the recommenda­
tions, of course, will mean large savings 
only after appropriate action is taken by 
the Executive and the Legislature. 

A very real difference between the Task 
Force approach, on the one hand and the 
consultant approach (applied in the early 
1960's) or auditor approach, on the other, 
is that the participants themselves are tax­
payers and influential constituents of the 
political leaders who must act on the rec­
ommendations. Their recommendations 
therefore, come with some continuing back­
up political "muscle". We have definite 
indications of a cooperative attitude by 
Hawaii's business community. Now is the 
time to take advantage of their expertise 
and willingness to kokua. 

The record of other states show that 
savings will be in two overall categories 
from the Task Force effort: one-time sav­
ings and continuing savings. In California, 
the recommendations presented a $27 mil­
lion one-time savings and $233 million 
annual operations saving for the State and 
more at the local level. Your Minority mem-

hers will not venture to say how much can 
be saved in all departments in Hawaii. We 
think however, that many millions of dol­
lars could be saved. 

Red Ribbon Welfare Reform Committee: 
California estimates welfare reform sav­
ings will exceed $1 billion for the biennium 
ending June 30, 1973. Simultaneously, a 
majority of the two million welfare recipi­
ents have been provided grant increases of 
a magnitude unprecedented in California's 
history. 

Based on California's plan, your Minori­
ty members recommend the format ion of a 
Red Ribbon Welfare Reform Committee. 
This Committee would take an in-depth 
look at Hawaii's present welfare system, 
and propose a comprehensive welfare re­
form bill to the 1974 Legislature, based on 
its findings. 

The Red Ribbon Welfare committee 
should not only consist of key members of 
the State administration, but also men 
with proven management capabilities, 
attorneys, and fiscal experts from the gov­
ernment and private sector, appointed by 
the Governor. 

Decisive support of this committee by the 
Legislature and the Administration will be 
a must in order to obtain any effective 
welfare reform. 

The Future: In the long run your Minori­
ty members believe spending must be put 
into a more substantive relationship with 
the ability to raise revenues. We cannot 
continue champagne tastes with Primo in­
come. Future spending and public revenues 
must be tied "to a standard-such as average 
personal income so that people can afford 
their government and government will be 
forced to choose priorities where it can 
most effectively aid the public interest. 

For these reasons, your Minority mem­
bers on the Committee on Conference on 
S. B. No. 1295, S. D. 1, H. D. 2, C. D. 1, are 
not in accord with the intent and purpose of 
S. B. No. 1295, S. D. I, H. D. 1, C. D. 1 and 
recommend that it not pass final reading. 

Representatives Fong, Hapai and Poe­
poe. 
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