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wholesale liquor dealers. At one time, a fellow named [ ] Flynn

had that account.

Then there are some people I wanted to ask you about. AI Shults?

AI Shults was a lawyer with Pillsbury, Madison & Sutro. When he

came up here, it was for the association of the major oil

companies. Finally, the lobbying was no longer done by the firm,

Pillsbury, Madison & Sutro. They [oil companies] established in

Sacramento their own association offices and lobbyists, and that

was AI Shults. Shults recently retired.

What exactly did he do?

Well, he was just a lobbyist for the oil industry. Of course, now

there are so many interests. You've got different types of oil

companies: you've got the majors; you've got independents.

Nearly all the oil companies have their own lobbyists now. Shell

[Oil Company] will have their own man. Standard [Oil Company

of California] their own man.

There's too much ...

Too much conflict. There were too many instances where the one

person could not represent them all.

[Discussions deleted]

OK. Let's go back to Hugh Burns. What was he doing all these

years?

He was president pro tern for the senate there for fourteen-odd

years. He had great influence on the legislature.

He sounds like a marvelous person.

He was. He really was. He was full of fun, jolly, took no guff from

anybody. [Governor Ronald] Reagan thought the world of Hugh.

Hugh could have anything he wanted from him. If Hugh would

have been in good health and available when Reagan was

president, there wasn't anything he wouldn't have given Hugh.

How did this close relationship develop?

I don't know. I think probably Reagan was smart enough to see

that here was somebody that might not be completely and entirely
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party-dominated, and that he might have a chance of getting better

consideration than he might ordinarily have with a Democrat.

You were telling me earlier that Reagan had this enormous ability

to charm people.

He really has.

[Discussions deleted]

[End Tape 4, Side A]

[Begin Tape 4, Side B]
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Let me ask you a little bit about the seventies. Reagan was

governor, and then there were quite a few changes in president pro

tern, and there were several speakers: [Assemblyman Leo]

McCarthy and [Assemblyman Robert] Moretti and [Assemblyman

Robert] Monagan. Is there anything that comes to mind that you

can tell me about those times?

Nothing particularly.

It was just "business as usual" for you?

Well, obviously we felt very much more comfortable with Hugh

there, but it was the same. Hugh was not well. He'd had an

operation or two and it was well that he got out. You can have

everything else, but if you don't have your health, you don't have

anything. And when that starts to go, it's just best to get out from

under the burden, and he got out. And that was fine.

[Discussions deleted]

How has the relationship between the Third House and the

legislature changed in the seventies and eighties?

Mine?

Yours and the Third House's in general.

I don't think it's changed very much.

Has the legislature itself changed in ways of doing things?

Well, I think it operates more along party lines than it did, but

that's almost a necessity when you get so many people involved.

It's pretty hard to retain individualism when you get hundreds of
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thousands of people that are running for a public office. You just

have to rely on partisanship. That's just the result of size. There's

a lot more of that now than there used to be.

[Discussions deleted]

I found this article which says you were the most powerful lobbyist

and the highest paid and all that. You've seen this one, I take it?

[Rands over article]1

I guess so. Let's see.

It's an article from New West, but the interest of that is in how you

were so much more effective than other lobbyists.

I don't believe that. I don't think that's true. I think effectiveness

is determined first of all in the particular problems which you're

working on. One year I might have a big problem in some field.

And if I do a job and I'm effective, that's fine. Maybe the same

year, another lobbyist does a great job and he would have a banner

year. I think circumstances determine how great a performance is.

The fellow who plays in the World Series, that year he's big. The

next year, their positions are reversed. It's the same guy, but it's a

different look at him.

I think that the vast majority of the lobbyists are very

knowledgeable at their job. I don't think that I'm any smarter than

the rest of them or they are any smarter than I am. I think there

are a lot of us who do our job well. But I'm certainly the last

person in the world to think that there's anything about my

operation or my personality that's any better or any different than

the other people.

And people that try to give the impression that they have the

power, that they have the juice, that they can make the payoffs,

that they can make the buys, those people have got an ego that's

urging them on to make money, and sooner or later it will kill

them. Personally, I can't live that way. Sure, everybody likes to

1. Jeff Gillenkirk, "Who's Looking Out for Our Interests?" New West,
June 16, 1980, p. 79.
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have somebody say they're the best. Sure, I'm the oldest now. I've

lived longer. I'm the best at living longer. They can't take that

away from me now.

That's indeed an honor.

Sure. The good Lord has let me live this long.

Not only lived longer but still working successfully.

I hope that never changes. But it's no magic. If you treat people

fair, I think people will treat you fair. I have never asked anybody

to do anything that I knew was going to hurt them or is not to their

interest, because in the long run, all you're doing is destroying the

person and hurting yourself.

Where do you see that we're heading?

I don't think it's going to change very much. I think the day of the

individual sole lobbyist like myself is numbered. I don't think that

you're going to have too much of that anymore. I think you're

going to have large firms or firms connected with law firms. All

these law businesses are getting into a lobbying department. You

cannot, however, keep conflict of interest out of that kind of an

operation.

We're headed into a morass that's going to have nothing but

conflict of interest. And that's why people should be worried. Not

because of what the legislature is going to do to their positions, but

what the person they think is representing him is going to do to

him with somebody else also having a finger in the problem.

Well, it occurs to me that there are two governors that we haven't

talked about. [Governor Edmund G.] Jerry Brown [Jr.] and

Governor [George] Deukmejian.

Jerry was exactly the opposite from his father from a personality

standpoint. But Jerry Brown really knew what was going on. Jerry

Brown is a smart man. Re knew the bills, he knew the problems,

and in lots of respects was a very good governor. Don't ask me to

explain what the "Governor Moonbeam" syndrome was, but it was

there. I don't know what he was trying to prove. The fact that he'd
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make a bad appointment on the bench--and he made them--and

the fellow would be defeated. Jerry would turn right around and

appoint him again.

Did you know him also?

I knew him when he was just a boy. I've known Pat and Bernice

[Brown] and Bernice's sister. It's a terrific family.

Row about Governor Deukmejian? What's your impression of

him?

Well, he is very honest. God-fearing. Very nice personal man.

Oh, I think Duke is all right. Re sure means well, I know that.

You told me your most important contribution to state

government was the Retch Retchy case, but in your career as

lobbyist, what would you say?

Oh, I don't know. I've been asked that so many times. I just can't

pick out one thing. Today's big crisis is yesterday's newspapers.

I would like to thank you very much for the time you've spent.

Could I just look at it in the rough? Just let me look it over and I'll

send it right back.

Absolutely.

[End Tape 4, Side B]
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Appendix A

MEMORANDUM: HISTORY OF THE LEGISLATURE

Having spent over fifty years in Sacramento as a member and lobbyist, requests

have been made of me to note changes in the legislature during that period.

There have been nine governors during the period of my service in Sacramento.

James Rolph (Rep.) whom I was acquainted with for a short time prior to my

becoming a member; Merriman (Rep.); Olson (Dem.); Warren (Rep.); Knight

(Rep.); Pat Brown (Dem.); Reagan (Rep.); Jerry Brown (Dem.); and Deukmejian

(Rep.). Culbert Olson was the first Democrat in many years, and it was said at the

time that he looked more like a governor and acted less like one than anyone who

had been in the office. It was predicted that it would be another twenty years before

another Democrat became elected. This prediction became literally true, for after

Olson, we had Warren and Knight--both Republicans. If the Republican party had

not elected to run Good E. Knight for congress and picked Senator Knowland to run

for governor, the Republican domination of the office of governor would probably

have continued. However, as it turned out, Pat Brown beat Knowland during the

"right to work" issue and Good E. Knight was defeated as senator. Pat Brown,

Democrat, who was elected in that campaign, would probably not have run against

Goodwin Knight.

Warren was elected during the time we had cross-filing in California. This

allowed him to be elected in the primary if he received the nomination of his

registered party and the opposing party. To me, Warren was an excellent governor.

His political philosophies became decidedly more liberal after he became chief

justice of the Supreme Court.

Pat Brown was very popular and he also had a very fine staff. Mesple was one

secretary who had great rapport with the public and the lobbyists and was a great

example of how much help a secretary could really be. There were many great stories

about Pat Brown. One of the best, as told by Mesple, was when Brown asked him to

lobby Senator Carroll on a particular bill. Carroll emphatically told Mesple he

thought it was a terrible bill, he was not for it, was going to act against it, and was also

going to lead the opposition to the bill on the floor. Mesple gave all this information
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to Pat and when they came to Carroll's name on the role call, Pat said, "Mark him

doubtful."

Jerry Brown was a much better governor than people give him credit for, but he

did not have Pat's charisma.

Over the fifty-year period there has been a decided change in the average age of

the members. In the early '30s, when the legislature was part-time, there were many

more retired members and the average age was much older. This was particularly

true in the senate. Nineteen-thirty-five, my first year in the legislature, was also the

first year of Gus Hawkins, now a congressman. At that time, we were in our very

early twenties and were the youngest legislators of that period. When the state

became so large and we had to go to a full-time legislature, there were many younger

men coming to Sacramento.

Occupations differed in the early days and the present time. Lawyers

predominated in the thirties and a survey now shows a low percentage of attorneys

serving. There are presently many members who were trained in the legislature as

staff members of members of both houses. There are also many more educators now.

There were no private offices for members of the assembly or the senate with

the exception of a speaker and president pro tem. Our offices were our desks; we

would keep all our files, correspondence, et cetera in these desks and lock them in

the evening. The locks were flimsy and we soon found out if you wanted to keep

anything private, you had better keep it with you.

During those days, the press and lobbyists could wander around the floor at will

and the press particularly had no reluctance about opening your desk to see what they

could find and use in their papers. Fortunately, again, as the full-time legislator

developed, the fine offices we presently have at the Capitol evolved.

With the advent of the offices also came a major change in the development of

the staff. Presently a member has the benefit of trained personnel that can brief the

members relative to the measures which will be presented for his or her

consideration. When you consider that in the year '87 approximately 2,692 bills were

introduced in the assembly and 1,697 bills in the senate, members can use all the help

they can get in trying to understand these measures.

Probably the greatest change over the last fifty years is the cost of campaigns for

election or reelection. In the early thirties, in the majority of the assembly and senate
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races, the budget would not exceed $50,000. In some of the smaller counties $1,500

would do the job. When Senator Burns ran for the assembly in the late thirties, I was

his financial manager and our budget did not exceed $700. In those days, about all

you did was to run your announcement once in the local weeklies and take out a few

ads in the daily paper. There was no television and very little radio advertising.

Everyone is familiar with the cost of campaigning today. Since districts are

large, constituents must be reached through newspaper, radio, and television, and we

are all aware of the astronomical figures involved.

The role of the lobbyist, as far as the fundamental, everyday work is concerned,

has not changed dramatically. However, the make-up of the lobby corps and the rules

under which they operate have changed drastically.

The first significant change came with the passage of a number of acts which

required lobbyists to list their expenditures and to list campaign contributions. The

first significant legislation to establish rules and regulations for officeholders as well

as lobbyists was Proposition 9, which sought to monitor and control the activity of

lobbyists. As so often is the case, the initiative was drafted by parties who had no real

understanding of the basic problem. It was sponsored by Jerry Brown, then treasurer,

and was the springboard for his campaign and election to the governorship. The

timing of Jerry Brown's measure probably guaranteed his success in that it came at

the time of the Watergate scandal in the Nixon administration. It was often said that

if it had not been for that, in about two weeks' time the Brown crusade would have

been forgotten.

The act did accomplish a number of things, however: It marked the death toll

of large party entertainment and with the exception of the Derby Club, the two

largest weekly luncheons for legislative entertainment, the Clam and Coral, which

was started by Ben Reed, of the CMA, held once a week; and Moose Milk, which was

sponsored by a group of lobbyists, held once every week. The number of Moose Milk

sponsors varied from seven to nine and was made up of lobbyists representing beer,

wine and spirits, racing, public utilities, and the insurance and oil industries. The

meeting was given its name by Senator Begovich, and to this date, no one knows

where it came from or what it alludes to. There was a buffet lunch which started a

little before 12:00 p.m. and ended later depending on the length of time a member

had available and their propensity for food and perhaps drink.
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Contrary to all published stories regarding the method of invitation to the lunch

or that only the friends and those who were supportive to the issues of the sponsors

were invited, the fact was that every member of the assembly and every member of

the senate was invited every week. It made no difference whether they were

Republican or Democrat, liberal or conservative.

Senator Tom Reese, who later became a congressman and who under no stretch

of the imagination could be called a tool of the lobbyist, said it best in a letter to

those of us who started Moose Milk. He said after he had left and it was discontinued

that it was more benefit to the members of the assembly and senate and did more for

him in the way of becoming better acquainted with the members of his own house

and gave him the only opportunity of meeting and understanding assembly members.

He stated that the benefit to the members far outweighed any benefit to the lobbyists

sponsoring the lunch. We allowed very few guests and the only restriction we had to

impose was that no staff members could join the members because our facilities

would not accommodate the numbers.

Governors and nearly all executive officers, including lieutenant governors,

treasurers, controllers, attorneys general--all came to the luncheons. Lobbying as

performed by us lobbyists was really forbidden, but it did give us a chance each year

to meet and get to know the new members who came to Sacramento and to renew

contact with the older members. This all stopped, as far as we were concerned, with

the passage of Proposition 9.

The Derby Club is the one club that survived Prop 9. This club, which started

with fifteen members, gets its name from the fact that all the members wear a derby

hat at the Tuesday meetings and at the annual dinner. The members, regardless of

whether they are legislators, lobbyists, public officials, or general public, pay their

own luncheon check. The club is an example of an absolute monarchy. The king and

prime minister preside and theirs is the law. The first king was Senator Randolph

Collier, and the first prime minister was Luther Gibson. His successor and the

present king is Senator Alquist, and the prime minister is Ralph Dills. The name of

the king is the "Grand Plick" which name was obviously given the king prior to the

time women were admitted to the club. Membership and rules are decided by the

secret committee. There are absolutely no restrictions to membership because of sex,

color, or religion. There are even some Italian members.
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Proposition 9 also provided a limit of $10 expenditures for a lunch or dinner to

a legislator. Prices what they are today, of course, make it impossible for a lobbyist to

become acquainted with a member through this means. Personally, I never objected

to the $10 limit because it materially reduced the average entertainment expense

which had become rather large over the period of years. The rule became ridiculous

when you consider the fact that a lobbyist who could not exceed $10 for a lunch could,

on the other hand, offer an honorarium of $1000 or more for a five-minute speech at

a client's convention. The lobbyist could also contribute to their campaign funds in

the thousands of dollars.

Proposition 9 was one of the increasing numbers of initiatives that gained favor

over the passage of years. As the respect for the legislature became less and less, the

initiative measures became more popular. When this form of legislation was first

started, the opinion was the 25 percent of votes on initiative were "No," but as

legislative action became less popular, it later was felt that 25 percent of those who

really did not understand the measure voted "Yes."

The initiative law came into effect during the time Hiram Johnson was governor

of California. The measure was hotly debated in the legislature and the argument

against its passage put its finger on the real weakness of the initiative in that it was

impossible to really educate the public satisfactorily on the issue. The final wording

of the initiative measure provided that in order to reduce the latter, it would provide

that the measure could only cover one subject. It was felt with this provision in the

law there would be protection against a measure being voted upon that the public was

totally unable to understand. Unfortunately, the courts, until just recently, never gave

a great deal of credence to this language.

The passage of Proposition 9 created such a furor among the ranks of the

lobbyists that the Institute of Governmental Advocates was formed. There had been

discussions over the years regarding the feasibility of a lobbyist association, but no

positive action was taken. The many restrictions and requirements imposed on us by

65 led to the founding of IGA. The original founders consisted of nine lobbyists

representing all the activities in Sacramento. They included labor, doctors, dentists,

insurance, banks, liquor, racing, and oil. As of February 1988, there were 200

members of the association.
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The association has tried to present the opinions of their association to the

FPPC [Fair Political Practices Commission] to offer to assist the commission and

endeavor to bring a modicum of reason to the commission. The IGA has never taken

any steps against the $10 limitation rule or campaign reform, or presented any

general hostility to the act. One lawsuit was filed by the IGA to hold unconstitutional

the rule passed by the commission that a lobbyist could not discuss or counsel with his

client with reference to various legislators' records as to issues of vital importance to

the client. This case went to the California and the Supreme Court, and the IGA

prevailed.
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AppendixB

ROLE OF THE LEGISLATIVE REPRESENTATION

Many questions are asked as to what services a legislative advocate should

perform to properly serve a client. Based on my years as a lobbyist, I consider the

following services necessary for proper representation.

In 1987 there were 2,692 bills introduced in the assembly and 1,697 bills in the

senate.

The office of the legislative representative should first monitor all the bills

introduced. There are bill services which supply print-outs of the bills in digest form

as they are introduced. From these digests it can be determined if a particular bill

affects the interests of the client. For instance, Henley is affected by bills dealing with

taxes (including real, payroll, unitary, business, etc.); insurance (covering tort liability,

product liability, general liability, etc.); land use (including acquisition, title,

environment, etc.); labor (including bargaining, strikes, plant closures, etc.); waste-to­

energy if the company should continue this activity.

Bills in the above category are put in an office computer for daily and weekly

report. We carried approximately 105 bills for Henley on the computer last year.

There are many bills introduced on subjects which normally do not specifically

affect the client. These include crime and punishment, education, liquor, racing,

general sports, religion, etc. These categories will not be placed on the computer, but

will be filed and maintained in the office.

Computer Service/Bill Tracking

The computer provides daily reports on the status of the bills entered into the

computer and the amendments thereto:

1. The computer report prints out what committee the bill is assigned, the date

set for hearing, and the result of the hearing. If the measure is defeated, ordinarily

that is the end of it. If passed, the computer will show the date of the next hearing

and the committee to which the bill is assigned will be reported. The client can then

appear at these hearings and have their witness present if it is deemed necessary.
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The computer will also report when the bill is on the assembly or senate floor and the

number of the bill on file.

2. Often bills are amended many times before final passage. They may become

entirely different in thrust from the bill as first introduced. These amendments must

be carefully followed. Years back a bill which started out to license undertakers

ended up extending the runway at the Alameda Airport. Reports on those changes

give the client the ability to discuss the changes with their experts and to act on the

amended bill.

Campaign Contributions

Probably the most valuable service a legislative representative can perform for a

client is the advice and direction on the matter of campaign contributions and the

participation in the members' campaign fund raisers. Experience probably provides

the only answer as to how this problem can be handled. There is probably more

money foolishly spent on contributions and fund raisers than on any other activity at

the Capitol.

From the modest beginning twenty years ago expenditures have ballooned into

the millions. The average campaign contribution at one time was $250 to $1,000 per

candidate. Now the large contributors--the insurance and oil companies, medical and

dental associations, teachers and school associations, labor, banking, and savings and

loans--contribute in some cases as high as $5,000 to $25,000 per individual. There are

now fund raisers both in election and nonelection years. There are as many as from

one to six per night. There were at least two legislators that had eight fund raisers in

one year. Tickets that were once $100 apiece now go as high as $1,000 with tables

going from $5,000 to $10,000.

We do not recommend participation in this wild contest. In my opinion the

legislators are inherently honest, and I do not believe this spending buys votes. Many

competing interests are spending the same kind of money in an effort to compete in

the market to see the effort is counterproductive. Ex-Governor Pat Brown is

reported to have said that he would consider a contribution up to $10,000 as one for

good government, but anything over $10,000 was probably a bribe.
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The sixty-four-dollar question is then, why does anyone engage in the practice

and what should be done in its place? Some perhaps feel this is now a part of the

Capitol syndrome and feel it necessary to preserve their position. Some may believe

the money payments are easier and can take the place of hard work and education

with the members.

There is no question that campaigns are becoming increasingly expensive,

media time is exorbitant, and California districts are large, so support of candidates at

election are necessary. First, wherever possible, a grass roots survey of the districts

where the client has factories, plants or business should be made. The representative

from those districts should be made aware of the local impact on the client as

practical support given.

The business of the legislature is primarily conducted through committees. An

advocate and his experts spend many hours with the committee chairman and

consultants to the committee. When the staff has been generous with their time on

the problems of the advocate, it is only fair the chairman and the staff should receive

help at reelection. The contribution should be made whether they ultimately see eye­

to-eye with the advocates position.

There is considerable difference in the amount of work expended to kill a bill or

the energy used to get the passage of a measure. Senate Bill 1517 (Bergeson), a bill

to create a conservation district for the Signal Landmark Bolsa Chica Harbor and

environs, is the perfect example of the amount of time which must be spent on a

highly controversial measure. When you consider every one of the appearances listed

meant time also spent with the author, committee chairmen, and staff, you will

understand at election time some consideration should be given to their problems.


