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Lieutenant Governor Castle, Mr. President Pro Tempore, Mr., members of the 
132nd General Assembly, elected officials, members of the Judiciary, and the 
cabinet, honored guests, ladies and gentlemen. 

I am pleased to have this opportunity to appear before you this afternoon to discuss 
Delaware's financial and budgetary outlook. As I have already noted in my State of 
the State Address, the combined effects of a lingering national recession and a 
rapid decline in interest and inflation rates have presented a difficult climate in 
which to carry out government's most important tasks while still living within our 
means. The legislative and executive branches of government have sought 
bipartisan cooperation in solving this fiscal year's revenue shortfall of $28 million; 
I am confident that the same spirit will allow us to create a budget for fiscal year 
1984 that is fair and equitable and responds effectively to Delaware's needs. 

Before I outline my budget proposals to you, I would like to dwell for a moment on 
one issue that is of paramount importance to this General Assembly and to all the 
citizens of our State. We can all agree that Delawareans have benefitted 
tremendously -- in terms of employment opportunities, educational progress and 
effective state services -- from the emphasis we have placed on the financial 
integrity of state government. While we have made great progress in assuring the 
state's financial integrity, we have not done enough to assure our citizens of elected 
officials' integrity. 

Since l977 when I first took office, I have spoken often of the need for an ethics 
bill -- one that requires elected officials to disclose financial information, clearly 
defines conflict of interest and sets standards of conduct for elected officials. While 
we have seen such legislation introduced several times, and passed by one house or 
the other, it has never become law. It is past time that Delaware had such a law; it 
is time to emphasize personal integrity as firmly as we have emphasized the state's 
financial integrity. 



The Democratic leadership of both houses of the General Assembly, with the 
enthusiastic support of a Republican governor, has an opportunity to demonstrate 
to our citizens that unethical behavior and misconduct by elected officials will not 
be tolerated, and that comprehensive disclosure and ethics legislation will be 
enacted this session. 

Turning then to our spending plan for the coming fiscal year, the budget I present 
to you today is characterized by three qualities -- qualities that are essential to any 
budget proposed in these difficult economic times. 

First, the budget I am proposing is a balanced budget -- one which recognizes and 
adjusts for the new financial reality of lower inflation rates and lower revenue 
projections. Second, it is a practical budget -- one which seeks to preserve and 
expand essential State services while conserving in non-essential areas. Finally, it 
is a compassionate budget -- one which expends our limited additional resources 
on programs helpful to families and individuals most in need. As the General 
Assembly wrestles with the budget over the next several months, I ask every 
legislator to keep in mind these qualities of balance, practicality and compassion.  

For it is these qualities that have led us in our past five budgets to extraordinary 
success in providing services and benefits to our people. 

As a result of attention to financial management, Delaware has an outstanding five 
year record of developing budgets that are in balance. But let's reflect for a moment 
on the other two qualities: practicality and compassion; for here, too, we have built 
solid achievements of which we can be justly proud. 

From a practical perspective, over 50 percent of Delaware's 5,000 miles of 
roadways have received some resurfacing or repair work in the past three years. 
$170 million in road construction funds appropriated by the General Assembly 
made this work possible. 

In the past three years we have constructed 824 new beds in our corrections 
system, expanding prison capacity by 62% to improve the safety of our homes, 
streets, and communities. 

For the first time in Delaware's history, we succeeded in cutting personal income 
taxes for every Delawarean, practical progress appreciated by every taxpayer. It is 
my hope that we can continue these kinds of efforts to improve services and reduce 
the cost of government. 



Building over 1900 units of low and moderate income housing in the past three 

years, new prison health care programs, and a welfare increase coupled with our 
earlier tax cut are examples of compassionate progress. Efforts to create a climate 
conducive to economic growth and expansion so that more jobs will be available 
for you and your neighbors are bearing fruit. Jobs in Delaware increased by over 2 
percent in 1982, in contrast to the nation's drop of almost 1 percent. 

We continue to make progress in education as measured by annual achievement 
testing programs. Since 1977 Delaware's per pupil expenditures have increased 
eighty- one percent; Delaware now spends almost one third more dollars per pupil 
than the average state in America. 

I believe the same commitment to balance, to practicality, and to compassion that 
has produced those achievements in the past, can produce a budget this spring that 
will position us for continued growth and similar progress in the future. Our 
present budget squeeze is not a permanent condition. Rather, we are in a transition 
year, treading water as inflation is wrung from the economy, the national recession 
ebbs, and a new economic growth cycle begins. A fresh prosperity for Delaware 
will begin with it. Until then, we must make do with a lean budget for lean times. 

The budget bill which I am submitting to the General Assembly today totals 
$700.1 million -- only $14.7 million more than the current year's operating budget. 
To achieve even this modest $14 million increase in our level of spending, I have 
had to make several decisions concerning revenue and expenditures which require 
legislative concurrence. 

First, I do not believe that we should increase taxes on the people of our State, so 
my budget includes no tax increases of any kind. 

Second, I believe that the difficult financial circumstances confronting the State 
require that we suspend for one year the legislation enacted last spring that returns 
a portion of the Realty Transfer Tax to county governments. You will recall that 
when this measure was debated in the General Assembly, there was agreement that, 
if the state's financial condition worsened, we would reconsider this $3 million in 
county revenue sharing. Since revenue projections have declined nearly $34 
million in the interim, I believe it both in the spirit of our agreement and a practical 
necessity to take this action. Indeed, if the General Assembly decides to leave the 
legislation in place this July, an additional $3 million in program cuts must be 



made from this budget. Since some County governments by law must submit their 
own budget proposals by April 1st, and since this legislature will not act on a 
budget measure until June, in fairness to the Counties the legislature should 
express its intentions regarding this matter when it returns in March. 
Third, I urge the General Assembly to support a proposal to reform the manner in 
which Corporate Income Taxes are paid, bringing them into conformity with 
federal law. While this change will not increase Corporate Income Tax liabilities, it 
is expected to increase collections by $1 million in the next fiscal year. Finally, we 
must proceed to implement Phase II of the Community Based Services Plan for the 
deinstitutionalization of patients at Stockley Hospital. This important initiative -- 
which allows patients to be served in their communities close to their homes and 
families -- will also yield federal reimbursements of $500,000 each year. 

Even with these three measures, which increase our revenues by $4.8 million, the 
budget for fiscal year l984 will be lean. But these are lean times. I believe that state 
government must live within its means the same way thousands of Delaware 
families are living within their means -- by taking a hard look at current spending, 
cutting costs and expenses where it hurts the least, and dedicating those precious 
few additional dollars to our highest priorities. 

As I said in my State of the State Address, preparing the budget came down to a 
simple choice: the only way to live within our means without laying off people, is 
to hold program expenditures nearly constant. We have had to make many difficult 
decisions in this budget, decisions which will no doubt come under careful 
legislative scrutiny in the months ahead. 

One such decision involves salary increases for state employees. Over the past 
three years, state employee salary increases have totaled 27 percent (while the 
Philadelphia CPI rose 21 percent), and fringe benefits have increased substantially. 
A 5% salary increase for all state employees and teachers costs about $18 million, 
more than our entire projected revenue increase for the coming year. So in this 
year's difficult economic climate, my budget proposes a one year freeze in step and 
cost of living increases for state employees. 

It is an uncomfortable decision; people should be rewarded for their efforts to 
improve services for their fellow man. But it is better than the alternative which is 
a substantial layoff of people. Eighteen other states are doing just that; Delaware 
could too. If we laid off about 1100 people we could propose a 5% salary increase 
for the remainder of our employees. But I do not believe that would be fair, nor do 
I believe our State employees would think it fair. They would not want to see so 



many of their colleagues join the unemployment lines with all the economic and 
personal hardship it would cause. 
Delaware is not alone in limiting salary increases. Maryland has announced a zero 
increase policy; Pennsylvania is contemplating a salary freeze. President Reagan 
has already proposed zero salary growth for federal employees in his 1984 budget. 

While I am unable to propose a salary increase at this time, I believe such an 
increase ought to be our first priority if revenues improve before June 30th. One of 
the keys to our progress over the past six years has been State employees' 
commitment to make Delaware a better place in which to live and work. We must 
reward them for their effort just as soon as the revenue picture brightens. 

I should note that I am required in the second year of a three year contract to 
include in my budget funding for a salary increase for the members of the 
Delaware State Police. This raises an issue of fundamental fairness that ought to be 
carefully considered. Surely equity demands some sharing of the burden of tough 
economic times. 

Equity and fairness also suggest some adjustment in our annual Grant-in-Aid bill. 
At a time when all State agencies are scrutinizing their budgets, reducing costs and 
limiting program growth, the Grant-in-Aid process too must share in reducing 
costs. Accordingly, I am recommending a ten percent reduction in Grant-in-Aid 
expenditures, to $7.5 million for fiscal year 1984, rather than last year's $8.3 
million. 

With these difficult decisions in place, we set out to prepare a budget that responds 
to our original guidelines of balance, practicality and compassion. I believe we 
have met these guidelines in a way that preserves our past progress and responds to 
the present needs of our citizens. 

As I have said, I am presenting a spending proposal that increases the operating 
budget $14.7 million over the budget of the current fiscal year. Compared to 
increases in past years of $40, $50 or $60 million, this relatively small increase 
presents a real challenge to our ability to live within our means. Further, nearly $9 
million of that $14.7 million must be spent on mandated health insurance, debt 
service and energy cost increases, and $3 million more to staff and operate the new 
Gander Hill prison. As a result, most state agencies will operate next year with the 
same or less total funds than during the current year. In those departments we have 
been able to identify ways to become more efficient with fewer dollars. In other 
areas of critical need where essential services must be maintained or expanded, we 



have appropriated more dollars than in the current year; but only in two -- 
Corrections and Public Safety -- have those increases been substantial. For almost 
every department, next year will be a no-growth, economizing year. 

As I indicated in my State of the State address, support for public education must 
remain a top priority in expending public dollars. While we have delayed efforts to 
reduce class size in the past, this budget includes $1.8 million to continue our six 
year program of improving the teacher/pupil ratios in our public schools. 
In addition, I am proposing a $300,000 effort to implement a statewide computer 
education program in our schools, as well as additional training funds for Basic 

Education teachers in Science and Mathematics. President Reagan's teacher 
retraining proposal of Tuesday evening will further strengthen this program. At a 
time when the technological revolution is reshaping the nature of American 
education, I am determined that Delaware keep pace, and not deprive our young 
people of the educational training that is essential for success in the 
technologically-oriented world that awaits them after graduation. 

For our institutions of higher education increases will be limited to funding our 
commitments under the Title VI agreement and additional operating expenses for 
newly opened facilities. While I am very much aware of the real needs of 
Delaware's three higher education institutions, until the economy improves we 
have little choice but to try to maintain our current commitments. 

I spoke last week of the importance of our efforts to create more job opportunities 
for Delawareans while, at the same time, effectively preparing our citizens to cope 
with the changes taking place in today's job market. Some $111,000 in direct 
appropriations will be made available to fund the displaced workers pilot program 
and improve employment services to women. 

Another important component in training people for employment is our vocational 
rehabilitation effort. Although this is a difficult budget year, I have included 
$55,000 in additional funds to increase services for vocational rehabilitation 
clients. 

In the area of criminal justice, the few marginal dollars available must be devoted 
almost entirely to fund the operating cost of Gander Hill. Despite the opening of 
both Gander Hill and the maximum security facility at Smyrna, escalating growth 
in our prison population may well result in a shortage of beds by the end of this 



calendar year. To meet this need, I have included $200,000 in my budget to begin 
the development and staffing of increased bed capacity at Gander Hill. 

While our criminal justice system continues to improve, we will strengthen our 
effort to remove drunk drivers from Delaware's highways by providing $20,000 to 
purchase four new intoxilyzers. Our efforts to date have resulted in over 1100 
arrests for drunk driving since the new law took effect last November. I strongly 
support the program. I want particularly to commend Lieutenant Governor Mike 
Castle for leading the administration's efforts to remove the menace of drunk 
drivers from Delaware highways. 

I also ask that the General Assembly promptly consider the legislation proposed by 
the Governor's Task Force on Coastal Fisheries. I join with Senators Zimmerman 
and Minner in recommending this legislation, which strikes an appropriate balance 
between the needs of Delaware's commercial and sport fishermen, to the General 
Assembly. 

Finally, we must make a special effort, in these difficult economic times, to 
respond to the needs of the handicapped, the infirm, and the poor. After all, 
government is more than economic statistics and balance sheets -- government is 
helping people. 

Children's services is an area receiving our special attention. We have sought to 
increase direct services to children by providing additional social workers for the 
Division of Child Protective Services, and I am recommending that we fund the 
new Inter-Agency Diagnostic Center with $500,000. Our Adult Protective Services 
Program which is beginning to provide protection and assistance to vulnerable 
adults will continue its progress next year. 

A community-based system of mental health services for youth will begin in l983, 
as residential treatment centers are established and out-patient mental hygiene 
clinics increase services to youth in all three counties. As the residential treatment 
centers are established, the Children's Village at Governor Bacon Health Center 
will be phased out. By the end of 1983, most youth will be receiving help in their 
own communities, close to their families and at less cost to the State. 

Similarly, three group homes will be opened this summer to offer mentally retarded 
citizens a wide range of services, thereby enabling them to live in a less restrictive 
environment and to develop their full potential. 



And, as I said last week, my budget includes an eight percent increase in Aid to 
Families with Dependent Children effective January 1, l984 at a cost of $870,000. 
This recommendation, initiated and advocated by Secretary Schramm, increases 
the average monthly payment per family by only a small amount, but it is essential. 
At a time of unprecedented personal hardship for many families in Delaware and 
America, we must respond with compassion and assistance. 

No doubt some will look at this budget with a critical eye. That it includes no 
salary increase for State employees, that some particular programs have not been 
expansively funded will be viewed with dismay. Of course, we would have liked to 
do more, to help more. But consider what this budget does achieve: it does not 
increase taxes; it protects state employees from layoffs; it improves education; it 
improves human services. It does not do everything for everyone, yet it does do the 
most for those who need our help the most -- the young, the disabled, the poor. Our 
spending program will neither turn employees and their families out into the street, 
nor refuse help to Delaware families who come in from the street. 

Development of such a budget was no easy task. My administration has made 
some tough decisions, some hard choices. As members of the General Assembly 
begin the difficult journey I have just concluded, I ask that you remember the 
qualities of balance, practicality and compassion, and that you acknowledge that 
this is a year in which the maintenance of essential State services and the 
preservation of the progress Delaware has made in the past six years, must come 
before personal spending preferences. I look forward to consulting with you and 
working with you in the next five months to turn this spending proposal into an 
effective, affordable spending plan for Delaware. 

As I said in my l977 inaugural address to the people of our State: "No government 
can be all things to all people and we can neither pretend that it is nor demand that 
it must be... The challenge, then, will be to recognize our limitations, establish our 
priorities and live within our means. It will require personal discipline from each of 
us, and political discipline from all of us." 

Those words have served us well for the past six years; they will serve us well in 
the next year too. So in that spirit, let us go forward together, and do our best for 
Delaware and its people. 

Thank you.


