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Mr. Guardino:


…It’s an honor to introduce the [States] and Competitiveness in a Global Economy panel. Please welcome to the stage our co-host here at IBM, Michael Karasick, to introduce the panel and Governor Brown. Michael.

Dr. Karasick: 


Good morning, everybody. I’m sure you don’t want to hear me talk, so I’ll be fairly brief. I’ve been looking forward to this discussion since I heard that we were going to have both Governor Brown and Governor Hickenlooper here. This is an interesting time for us in Silicon Valley. The U.S. is really at an inflection point. We all talk about global connectivity and the flow of information; and really, the challenge that we all face isn’t really the flow of information; it’s the flow of knowledge. It’s easy to move things. It’s easy to move data. It’s hard to move knowledge. The challenge that we all face is to be, frankly, the creators of knowledge. Our opportunity: As difficult as it is to move knowledge from Point A to Point B, we can create it. So what we’re really looking to talk about this morning is what we can ask the people who run things, our governors, to do, to foment an innovation economy. 

And there’s an urgency here. We watch worldwide how things change, how rapidly they change; and, you know, we’re all concerned. We’re here to talk about how the U.S. can more fully participate in the global innovation economy than it has. You know, one can always improve.


So this is a very, very exciting panel. I look forward to hearing how the California and Colorado governors enable, promote, encourage innovation. We talked about education. We’re now going to talk about the infrastructure, the fabric in which innovation happens. … In IBM research, one of the things that we talk about is the [fact that] the world is our laboratory. I’ve been all over the world. I’ve lived in different countries. I’m a relatively recent transplant here to California, and I wanted to let the Governor know I’m very happy to be here. I like it here. This is a good space. 

And, you know, recently, Governor Brown has spent a lot of time, focus, and effort making California a better place. Focus on eliminating waste, increasing efficiency, decreasing the budget. Keep going! Decreasing the budget deficit. Keep going! And a real focus that we appreciate here in Northern California on clean energy. For example, moving the state’s goal to be a 33-percent clean-energy producer. So it’s my privilege to welcome Governor Brown to the panel. (applause)

And to introduce our next panelist, I’d like to welcome Steve Palmer, [Senior Vice President of the Western Region and Director of the Healthcare practice at] Dutko Grayling.

Mr. Palmer:


Good morning. Thank you very much. Next up is Governor Hickenlooper, who is the current governor of the State of Colorado, who took office in January of 2011. He is the serial entrepreneur that each of you have in your respective hearts, as well. He started as a geologist. Then became very successful in the brew-pub business. And before running for Denver mayor, he never held a single election (sic) , not even for student council. He is a fantastic governor. I’m honored to consider him a friend. Governor Hickenlooper? (applause) And, in keeping with the discussion today, he’s very keen on innovation and things of that nature, so I know that that will come out in bright lights. Thank you, governor!
Ms. Marshman:

Are we all set? I don’t know if someone mentioned. I’m Barbara Marshman from the Mercury News, and we’re here today because we live in a global economy, and we haven’t quite figured it out. It’s dramatically altered state and local economies all over the country, because so many technology and manufacturing jobs are moving, whether it’s a matter of costs, or moving closer to global customers, or going where a trained workforce is. 


Today, we’re fortunate to have two governors here to talk about how that change affects their jobs, and what they’re doing to jumpstart their economies, which actually compete with one another. So this could be fun!


Let me start with our guest, Governor Hoopen – Hickenlooper. I knew I was going to do that. I knew I was going to --

Gov. Hickenlooper:

You’re not the first!

Ms. Marshman:

Yes, yes. Because I was obsessing about it. 
Q:
So most of us here today are pretty much aware of California’s budget crisis. Can you give us a quick briefing on where Colorado is, and what you’re trying to do, to turn things around?

A:
(Gov. Hickenlooper) Well, certainly our budget is just as stressed as almost every state in the country. We’ve been working relentlessly, trying to control costs, get our pension funds in line. Our state employees haven’t had a raise in four years. It’s been pretty difficult all the way around. 


The real challenge has been to try and turn public sentiment, and get people to recognize that, without a strong economy, you’re not going to solve any of these problems. So we’ve been pretty much relentless in what we…call a bottom-up economic-development process, where we went out to all 64 counties, and asked them what did they want to have as their economic future.…In that process, we had about 13,000 people that participated all over the state in trying to find an economic vision for the state, county by county; but how do we become more pro-business? 

And we heard the same things from all over the state, right? That people wanted—want—the state to be more pro-business. They want less red tape. They want access to capital. They want a good education system; and, by that, I mean it all, from cradle to grave, but training, so that businesses can get the right workers. And, really, I mean Colorado, you know, it’s best-known for its ski resorts and its quality of life; but the real challenge we’ve been trying to work on, in trying to turn this thing around, is to say, “How do we become the most pro-business state?” 

And, of course, the moment we try to become pro-business, then California is going to be a little more pro-business, and then, you know, Oregon is going to be more pro-business. But how do we create that competition, that we’ll be the most pro-business state but, at the same time, hold ourselves to the highest ethical standards, the highest environmental standards, because it is Colorado. It’s so beautiful. We want to be the best of being pro-business. 

And that’s, you know, that focus, trying to get the partisanship within our legislature to buy into that vision. And, you know, we’re a “purple” state, right? Our legislators are almost exactly – Our state voters are about one-third independent, one-third Republican, and one-third Democrat, and our legislature is almost evenly divided. Our general assembly is roughly evenly Republican and Democrat. And yet we just passed our budget last week with 94 out of 100 votes. So we’ve been, I think, pretty successful – beginning to get past the partisanship and the bickering, and say, “All right. It’s time to quit, you know, playing games. Let’s get to work and start finding the compromises to solve these problems.”

Q:
So are there specific things you are trying to do now, to make Colorado more business-friendly? Or are you still sorting that out?

A:
(Gov. Hickenlooper) Oh, no. We’ve got efforts in every single agency of state government to cut specific regulations and red tape. We sat down – You know, fracking is such a big deal right now. We have a huge amount of natural gas. It’s this horizontal drilling and then fracking…Natural gas, I think, has great potential benefit. It’s much cleaner than coal. It’s a buck-seventy-five ($1.75). Used in your cars, it’s a buck fifty ($1.50) or a buck seventy-five ($1.75) per gallon equivalent less expensive, and it keeps jobs here, and doesn’t send billions of dollars to foreign dictatorships. But, within that, there’s a real fear about, you know, what happens to this frack fluid. 

And so we sat down with Halliburton and all the oil and gas service companies and said, “We understand you’ve got trade secrets, but, you know, we show what’s on a bottle of Coke, what the ingredients are.” 

And it took us six months, but we finally got the Environmental Defense Fund to claim victory, and have Halliburton claim victory, and say, “All right. Here is a transparency set of regulations that will protect the public and begin to settle down all the hysteria and fear about fracking.” 

We’ve been doing fracking. I used to be a geologist. We’ve been doing it since the early 1980s. I did it when I was a kid geologist. But how do we get past that fear and uncertainty and create some sort of predictability that business needs? And I think that became a good symbol for all of our different issues, and how do you, again, find the appropriate compromise so we can get onto the next problem?

Q:
Well, thank you! Governor Brown, would you like to bring us up to date on California? Maybe give us a sneak preview of the May revise briefly?…

A:
(Gov. Brown) Well, we don’t – We don’t give you a “sneak preview” because we’re selling bonds, and we’re not going to disclose any material chosen (folks chuckle) between now and then, so you’ll just have to wait. But it will be interesting! That, I promise you! 

So the basic fact is that California increased its production of wealth, you know, state, with 38 million people and all its businesses, by about $90 billion. The economy is somewhat under $2 trillion. When I was governor last time, it was under $400 million. So there’s been dynamic wealth creation in many respects. 

And, since the time I was last governor, a lot of people and a lot of businesses have moved elsewhere, or they’ve died, or went out of business. And also, a lot of people have moved here – by the millions. Instead of 24 million people, we have 38 million. So people sought the dream here. And we have all sorts of new businesses, which you know of – Salesforce.com and Facebook and Twitter and all sorts of – Zynga, with 30 million customers every day playing those games. It’s pretty incredible what’s happened. A lot of things going on.


…Our budget? Yeah, we’ve had a mess. I inherited a budget deficit of $26 billion, and we’ve cut that substantially. But remember, from the mortgage meltdown that occurred because of the bad decisions and misbehavior throughout the commanding heights of our economy, the revenue in California dropped 23 percent from the general fund. Twenty-three percent. That’s a big number! As you know, America, the asset values were—that were—destroyed, something like $7 trillion. Now a lot of that asset value was bubble, but that bubble has popped, and the result is, we’ve had to manage a very difficult situation. 

Even before the bubble popping, there was excess; and, because the money flows in, in irregular amounts, when money is good, everybody feels good. Davis, when $14 billion came in, in capital gains, he thought he was king of the mountain, and spent it, and then, two years later, they recalled him. 

Arnold came in to clean it up. Said he’d cut the credit card. A couple years later, he left town, and $26 billion is here. So this has been the nature for the last decade, kicking the can down the road, obfuscation, not talkin’ straight, the way it is. And the way it is, is like Dickens’ novel. It’s a Tale of Two Cities. There’s fabulous wealth. There’s fabulous progress. And there’s lots of problems. 

So, in terms of the government, we’re cuttin’ the budget, and cutting it is not pretty; because government, contrary to what the rhetoric is coming from some quarters, government does deal with the basic elements of our society that are very important, and that we all want. So what does budget-cutting mean? We’ve cut the university 25 percent. Bad. And the tuitions are going up accordingly. We’ve cut the elderly. Their pensions have been part of our system since before World War II. We’ve cut each person, blind, aged, and disabled, $15 a month, from $850 to $835. We’ve cut billions from social services, from women and their children struggling. We’ve cut the grants down to what they were in the ‘80s. In terms of childcare, we’ve eliminated tens of thousands of childcare slots. Is this good? No. This is not good. But despite all that, we are not the highest-tax state. We’re somewhere around 15. We’ve still got issues. 


By the way, I’m proposing more cuts. More cuts. But so, some more to cut. We want to realign. We’ve cut our prison system 18 percent. When I was governor the last time, prisons as a piece of the general fund was under 3 percent. Two years ago, it got up to 11 percent. Three to eleven. Just think of that. Eight percent. Multiply that say times a hundred billion to make it easy. That’s $8 billion that wouldn’t have been spent, had we had the same world we had 30 years ago. But we don’t. But we are cutting that. It’s called “prison realignment.” We’re realigning healthcare services. So we’re cutting. We’re re-aligning. We’re straightening out this entanglement between state and local government. Greater efficiency. Eliminating commissions. Reorganizing a good part of state government. That process is now before the legislature, my realignment. 


And we have two other major ingredients: pension reform. I have a very detailed – it’s in legislative language. Interestingly enough, all introduced by Republicans – but the work was done by the civil-service staff of the administration. So we have 12 points: Raising the age, increasing contributions, offering an alternative hybrid, to all bring down the costs. We haven’t got a vote on it yet, but we’re going to get it, and part of the stimulus will come at the local level, where people are voting on pensions in San Jose and San Diego and other places. So that train has left the station. Not everybody has gotten on board yet, but we’ll get there. As I said when I ran for governor, “This thing has taken a long time to build up, and we’re not going to solve it in one year. But we’re going to get it solved!” 

The other is, we need some revenue. So I have a tax measure, and I want to just put that in context. Taxes in California have dropped $10 billion. There were taxes put in under Gov. Schwarzenegger that went – that became inoperative last year. So they were only in for a temporary period of time. That dropped the taxes – sales, income – by $10 billion. 

By the way, also in the Schwarzenegger administration, the car tax, which had been around since the ‘30s – it’s 2 percent of the value of your car – that was eliminated. As a result – not eliminated. It was taken from 2 percent to 0.5 [percent]. That gap cost the state about $7 billion, okay? So we’re laboring under -- $10 billion went away, and then that $7 billion that we have to pay local government. Because, while they cut the car tax, the revenue of which went to local government, they didn’t cut their local-government spending. So we have to make it up with state money. So we’re in the hole there. 

I’m proposing a tax to be in effect for seven years. Originally, I said five, but I had to make some compromises to build up the constituency. It does primarily affect the highest income earners, over -- families with over $500,000. I think the justice of that is reasonable, given the fact that over the last 30 years – I like to measure from the last time I was governor – the percent of the income collected by the top brackets has gone from 8 percent to 17 percent; whereas the income for the majority has either declined or stagnated. And as we cut the poor, and by the way, I’m proposing more cuts, and you’re going to hear howls of execration over the next 30 days, that we’ve got to keep this balance. We’ve got to have a society where we all have a stake, and my budget plan envisions, over the next couple of years, a full recovery. A financing of the public schools from $47 billion to $60 billion with the tax, and with the economic recovery. And we’re trying to hold the university from any further cuts. So we’re working at it, but it’s there. Now on all the innovation stuff, high-speed rail. We have the biggest venture-capital – 50 percent of the venture capital in the world. So it’s a combination of a lot of stuff, and we’ve got a lot of work to do.
Q:
Let’s talk about innovation. Actually, both of you use “innovation” as a sort of mantra for the state economies. Easy to say, but how do you, and we’ll start with Gov. Hickenlooper, how do you promote innovation? How do you approach economic development? How is it different when you’re looking for innovation? How do you keep it going?

A:
(Gov. Hickenlooper) Well, certainly the – I mean it’s great to be here, which is really one of the -- Probably the major heartbeat of innovation in the world is in the, you know, 30-mile radius from where we all sit. We tried to – Part of when I did the bottom-up economic-development process, and went out to all 64 counties, one of the things we heard back, in addition to cutting red tape, and doing a better job of educating our kids, was, we want more emphasis on technology and innovation. 

And I think we tried to create a context. You know, there’s a great book out called The Coming Jobs War, by a guy named Jim Clifton, who’s the chairman and CEO of Gallup; and he talks about, over however many decades that Gallup has been doing polling internationally, different parts of the world always had different things they desired, right? And it’s, you know, for a long time, in some places, it would be food; in some places, shelter; in some places, love. You know, go over the sources of passion. And I get myself in trouble if I get down there! 

But the key comes, in the last five years, they see, all over the world, for the first time, the majority of people everywhere want a good job, right? They want a job that pays, that’s above the table, that’s at least 30 hours a week, that’s not, you know, in the shadows. 

And he describes that the real key to that is going to be at local and state governments. It’s not going to be national decisions as much as it’s going to be people like Gov. Brown and Mayor Lee in San Francisco; hopefully, Mayor Hancock in Denver, and myself in Colorado; focusing on how do we create the conditions? ‘Cause it’s, yeah, you could have brilliant inventors, but those inventions will just sit on a shelf, right? Or you could have all the capital you want but, without the right idea, how does it become an innovation, or an improvement? And I think the magic there is entrepreneurship, right? 

When I was a geologist, and went out to Colorado, the price of oil collapsed. Our company got sold. We all got laid off, and I couldn’t find a job. And, after a while, we ended up opening – Actually, I saw—stole—the idea from Berkeley. We’re always stealing everything we can from the Bay Area.

Gov. Brown:


That’s good!

A:
(Gov. Hickenlooper) But we opened the first brew pub in the Rocky Mountains back in 1988, and it really was that focus of necessity, right, that – I mean we had to do something different. We saw this idea, and we took it, and adapted it within, to our market, and we did these brew pubs in historic buildings all over the country. I think that, on a much larger scale, you need to find entrepreneurs, people that are willing to put their hearts and souls into that idea, that invention; but make sure that they’ve got access to capital, an appropriately-trained workforce, and that there really is -- government gets out of the way. That we cut regulation, right? We’ve got to have -- If you’re going to talk about fracking, you’d better have appropriate regulations; but, at that same time, government has got to be a supporter, and, in every way possible, has to limit the burden of red tape or excessive regulations. And I think that’s the – I think that’s Clifton’s message is that, you know, we all, in every community, we have certain tribal leadership, people, I think, such as many of the people in this room, that do give back, and recognize it’s not all about their narrow self-interest. And what are those ways that we can, you know, accelerate this international jobs war, and make sure that our kids and our grandkids and their grandkids have the same kinds of choices that we had?
Ms. Marshman:

By the way, if you want to check on Gov. Hickenlooper’s history of innovation, you can Google his name and “the running of the pigs.” (he laughs) But, with that, let’s transition to –

Gov. Hickenlooper:


…We had the pig farmers that we gave our spent grain to, come down, and we’d roast a pig for our birthday every year. And then, after a year, we brought down the little -- these little eight-month-old oinkers, and we called it “Pamplona on the Platte,” but we had them run around the block…with all the media, TV and journalists. How the heck did you know that?

Ms. Marshman:


Google! It’s something we have here in California.

Gov. Hickenlooper:


Oh, yeah, Google! I’ve heard of that! 

Q:
Gov. Brown, how did “working toward innovation” change what you do? What are a couple of things that you –

A:
(Gov. Brown) First of all, “innovation” is not popular in government. If you try to just (loud laughter) – You try to do something that is not conventional, and you’ll find out it doesn’t look good. I didn’t get my name, “Governor Moonbeam,” because I tried to be conventional. 

Government is a collection of catch phrases, banalities, and conventional wisdom; and, to the extent you depart from that, you are stigmatized and reviled. But you want to give it an aura of freshness. So how do you take (more laughter) mediocrity and the obvious and give it a fresh flavor? That’s kind of the essence of political skill. However, (applause) I’m not -- but I don’t rest there. 

So the last time around, we set in motion, and I want to give due to Ronald Reagan, ‘cause he signed the bill to set up the energy commission; but I hired the first employee of the energy commission, and built it up, and California became the leader in the whole country in energy efficiency. We also put in tax credits and policies in the Public Utilities Commission to favor alternative energy, independent power production, which is an obvious today; but when we promoted co-generation it was something very novel 30 years ago. Now they even have a different name for it, but it’s still third-party power production using power in a variety of ways to recapture it in the most efficient way. Anyway, innovation is important. 

But I have to at least also, every time I hear the word “innovation,” I’ve got to put a plug in for tradition. I had a very traditional education. I spent a lot of time up in the Los Gatos hills in silence speaking Latin, okay, living within a medieval framework; and so I do respect the past. So we study it. And if you are grounded in tradition, you feel quite confident in change and innovation. If you’re insecure, you’re very reluctant to embrace the unknown. 

So I do think we need to, in our education, in our politics, we have to have due appreciation for our traditions and the patterns that describe our culture and our whole being as Americans. But having said all that, we have saved, in California, tens of billions ‘cause of our energy-efficiency standards, both appliances and buildings. 

When I first adopted those, builders reacted very negatively. In fact, it had to be delayed for a couple years; but we pushed ahead. And now, in California, we have AB 32, again, signed by a Republican actor turned governor, for promoting something that then I pick up on and promote even further. 


And a number of people in Silicon Valley defended AB 32 against the onslaught of a couple of Texas oil companies who have very good businesses here in California. We help them do their business, but we fight them when they try to block our business. 

California still gets 50 percent of the venture capital, 4 times more patents than New York, the second state. So there’s a lot going on here, and we want to promote that. 

But innovation is difficult because, by definition, it’s the thought of the few, not the many. And that’s the culture we want to encourage both in our schools, by minimizing, or at least not getting overly obsessed with, the testing; and reducing learning to bubbling in a multiple-choice response. That is not literature. It’s not science. It’s not innovation. It’s not creativity. It’s not imagination. So we need rigor and we need imagination, and they both – 

You have the left hand and you have the right hand, the left part of the brain and the right part of the brain. We have to both combine those things. And, in California, we create innovation by, well, AB 32, by the only state with a cap-and-trade program, by staying the course. 

And, by the way, we also create it by cutting regulations. I had to fire two incumbent people at our division of conservation in the oil and gas department. They were blocking oil exploration in Kern County. I fired them, and the oil permits for drilling went up 18 percent. 

So we have to work on many levels. We’re promoting efficiency. We’re promoting renewable energy, and I take climate change very seriously. We’ve got to deal with it, and there’s a lot of resistance. But we deal with it through enlightened government policies, through constant feedback, and change them as they – where we find they don’t work; and then, of course, encouraging the private sector, where the ideas come up. 

And I don’t think it’s an accident that Dave Packard was working in his garage, or that Steve Jobs was working in his garage, and came up with stuff. I didn’t know, when I was running for governor, that Steve Jobs was working in that little brew-pub group (Homebrew Computer Club), whatever it was, on the computer guys here. And they were working. So we want to have space for that. But creating space for innovation is a constant challenge, because the power of the conventional is so overwhelming, and the convergence to the mean is so powerful, that to try to innovate is exhausting in government, let me tell you! But despite all that, I’m ready for several more years of innovation. I hope you are! I hope California is! (applause)
Q:
For this next question, let’s pretend that President Obama is sitting in this chair, and let’s pretend that this is a private room, so we need everybody out there to be really quiet. If you were here alone with the President, what are the two things you would tell him you need to make your state more competitive, or all states more competitive? Governor Hickenlooper?

A:
(Gov. Hickenlooper) I think that the – and I’m a, you know, unabashed supporter of the President. I don’t think all his policies are perfect, but I think that he’s done a remarkable job of coming into an almost-impossible situation, and dealing with it as best as you (sic) can. I would look at some of the programs that they’ve already embarked on, the investment of making sure that the government supports research at the deepest level, and is providing not just grants, but tax credits that focus on making sure that we are building a culture of innovation, right? 

And, you know, Colorado is, right -- For the last three years, when there were no jobs anywhere, more 25-to-34-year-olds came to Colorado than any other state in the country. Not per capita, but any state. We want to make sure that those kids are, you know, employed in innovative companies, and have an opportunity for a full education, and learn research; and that means that there has to be a culture from the federal government all the way down around research.


The second thing is, I think they should hammer out what the appropriate compromise is to repatriate all those [overseas] profits that corporations aren’t putting back into our economy now. And I think, certainly, the largest (applause) – largest beneficiary of that, I think, would be California. Most of us, we always – If we want to see what the cutting edge is in almost anything, most of us still look to California. For the cutting edge in politics, we look to California. (laughter) …No, I’m dead serious, ‘cause you guys are always ahead of the curve, and I think what Gov. Brown just said about, you know, that traditional politics is all about just taking the thing and making it fresh. I mean, to a certain extent, you know, I had a – I was trying to be a writer in college – failed miserably – but I had a writing professor who walked into class one day and said, “Everything has been said; but not everything has been said superbly. And even if it had, everything must be said freshly again and again.” 

And that’s really true, right? You’ve got to just figure out how to say it freshly to a certain extent, some of these timeless truths; but the real issue with, in terms of asking the President, ‘What are the things that matter most?”, a vast part of those repatriated profits would be invested in California; but Colorado would have a significant [share]. So I mean pretty much every state in the country would benefit. 

If you look at the companies that are based in Silicon Valley, they have offices -- I mean most of us other states are out there. We’re not trying to lure a headquarters, but we’re saying, “Hey. If you want to expand your business, just think of all those young people in Colorado.” I mean Alabama is saying the same [thing]. Every state is. That money would get spent all over the country, I think, very rapidly.

Ms. Marshman:


Thank you. Gov. Brown?

A:
(Gov. Brown) Well, I think it’s a great idea. Bring back that trillion dollars that’s sittin’ out there. How we’re going to do that remains to be seen. Probably the corporate tax needs to be changed to make it more competitive with other countries around the world; but then that will require some other tax, and that would be my big request, like everybody else, “Get America’s finances under control.” And that’s going to take both parties, and it’s going to take taxes, and it’s going to take reductions in commitments that have been made, and that now can’t be validated by today’s assumptions. So let’s get our fiscal house in order, but do it in a way that does not exacerbate the uncertain economy. So that’s a big thing. 

And, yes, and secondly, we’ve got to keep going with innovation, whether it’s the space program, or the tax credits for renewable energy – all of that’s important,…and basic research and medicine, and science and physics. We’ve got to keep that going. And that’s going to get hard, because the central fact we all have got to face is demographics. 

You know, I passed my 74th birthday on April 7th, so I’m very aware of an aging population, and we try and reform that number. (laughter) And we are an aging population relative to what we were. 

Luckily, we have millions of fresh arrivals that are younger, and that are very energetic; and they come from all over the world. We’re going to have to make sure our education system lifts them to their highest aspirations; but when the society ages, it tends to – well, it declines. That’s the big demographic imperative. 


And I was reviewing one of my favorite books on the Roman Republic, and I was thinking, how did this little village on the Tiber grow to be the absolute leader of the known world in a relative few hundred years? It expanded its territory by plunder and by whatever, but it got there.
Gov. Hickenlooper:


Details, details!

A:
(Gov. Brown) Details! Yeah, it was not pretty. (more laughter) But it added people. It added people. So it kept getting bigger, and it incorporated the people into Roman citizenship. So it became a very consolidated, expanding group of very energetic people,…and they all worked. They were all yeoman farmers, so they were – they weren’t just a bunch of talkers. They were doers. 

So that model? We have to expand. We can’t stagnate, and we have to consolidate, which means this polarization, whether it’s the rich and the poor, the Republican, the Democrat, we have to find the common path that will enable us to make the investments, and undergo the sacrifice that is required; because it’s not all, you know, ice cream and cake here. We need to invest. 

You have to curtail consumption in some form; and that’s in terms of a business, in terms of a household, and it’s in terms of our national and state governments. Different for each sector, but it’s still the same game. Looking out for the future, saving for tomorrow, but investing that savings. That’s what we’ve got to do, and I think it’s a tough order; but this matter of innovation? That’s part of it, but also getting us to come together. And we can talk about the regulation and the pensions and the taxes and the government and the schools. A lot of that is in conflict. 

One of the surveys said housing prices are too high, and that’s one of the negative factors on recruitment. So my thought was, “Well, maybe we could bring the housing prices down.” (Gov. Hickenlooper laughs) You know, foreclosure works magic in your neighborhood. (Ms. Marshman laughs) But I don’t think you want that. So you want rising wealth, which could translate into rising housing prices. So you don’t want that. So you get contradiction. Now if you could say, “Increase density. Break down some of the rules. You’d get more people.” That’s true. There’s a lot of things. 

As I drove down here from Oakland, I looked to my right to see all those cars in the ordinary lanes (laughter). One person. I was in the little car pool. It only takes two, and we had two. One person per car. It’s the most inefficient – You got this one person with all this steel and plastic and glass enclosing them burning all this oil. It’s completely ridiculous. 

And we’re figuring out ways of doing that, whether it’s bringing BART to San Jose, whether it’s high-speed rail, whether it’s electric cars. The first electric cars are going to be rolling off the factory in Fremont in the next few months. So there’s a lot of innovation. I just want to kind of stop by saying one thing. 

Yes, the innovative companies are small. Yes, the electric car is small. Yes, photovoltaics are small. But so was Fairchild when it started. So was Intel. So was Hewlett-Packard. So was Steve Jobs when he had that little Apple I. So California is about the seeds that we plant that [bring] the vast forest of new products and new technologies and new patents in the future, and that’s what we have to – that’s -- We’ve got to keep our eye on the main thought here, and that is the discipline, the imagination, and the investment, and that’s what makes California, and that’s why people are still coming here. We’re not having this thing in Colorado, I’m sorry to say. We’re having it right here, okay? (laughter, comments, applause)…

Gov. Hickenlooper:


Ow, ow, ow! 

Ms. Marshman:


(laughing) Governor, just briefly, setting aside plunder for a moment, just briefly –

Gov. Brown:


Well, I’m sorry about it. Plunder is a big part of wealth creation! (laughter)

Q:
Could you talk just briefly about your China initiative? 

A:
(Gov. Brown) The China initiative is going well. Mike Rossi, as some of you know, is leading the charge here, and I’ve met with the—what we think will be the—next president of China when he came here to Los Angeles. I had written him and invited him here, and he showed up. And we have had delegations from China to come here. We’re going to be sending delegations there. 

This is not just business as usual. We’re getting detailed committees and proposals from a couple of the key states in China, and working with the national government, and private-sector people. We want goods coming this way. We want goods going that way, and we’re…in mid-progress; but I’d say it’s serious, and we’re moving in the right direction.

Q:
Are you doing anything like that, Governor?

A:
(Gov. Hickenlooper) You know, we’ve been working. We have some initiatives in China, but we’ve working more on the north-south axis. So we have a Biannual of the Americas that Denver puts on, which tries to bring all the people from Canada to the tip of Tierra del Fuego together for a, you know, cultural, business, intellectual exchange, and really focusing on Mexico and Chile and Brazil. I think that one of the great things we’re missing right now, and it’s all the – it’s part of the root of this mess about immigration, is that we have -- Our greatest partners, our greatest neighbors, are right there. Sort of like the American – 

You know, those old movies where the girl next door, she had pigtails and thick glasses, and the hero goes out, and goes through adversity, and falls—tries to fall—in love with all these likely candidates, and nothing works out. In the end, he goes through some distressing situations, and she turns out to be loyal and, you know, takes down her hair, takes off the glasses, and it’s the girl next door, right? That’s Mexico, right? (laughter) Our girl next door is Mexico, right?…And I think Brazil, and you look at all those countries, we have to go look at China, and we have to reach out to India. I went down on an economic-development mission to Mexico, and I was the first governor to go there in four years from any state, right? And we’re just missing a tremendous opportunity.
Q:
Gov. Brown, you, I’m sure, know that, on any given day, people from other states are knocking on the doors of CEOs here in the valley, and trying to get them to expand in other states, or move to other states. In fact, someone in this room may have engaged in that.

Gov. Hickenlooper:


Well, they can’t all expand in Colo – in California, so I think there’s got to be some help. We’re just trying to help California.

Gov. Brown:


Yeah. I agree!

Q:
You know, they’re offering tax breaks, lease breaks.

Gov. Hickenlooper:


No.

Q:
They’ve got less expensive – Everybody has less-expensive –

Gov. Hickenlooper:


We just have lower taxes already. We’re not offering breaks.

Q:
Okay, okay. Well, not only you. You are not the only one doing this. Anyway, what do you say to those CEOs? What are you trying to do? What are two or three things you’re trying to do, to keep companies here?

A:
(Gov. Brown) Well, we take specifics. Yesterday, I met with a representative of Nissan, and they are very interested and supportive of the installation of high-speed chargers throughout California. We have a plan, criticized by some, but nevertheless well-funded by a legal settlement of over $100 million to get these charging stations in throughout the Bay Area, and down the coast to I5 down to Los Angeles. So they’ve sold 5,000 electric cars, the Leaf, in California. They want to keep expanding.


Now problem: Permits. Some people are making it hard. Some cities are making it too difficult to get these charging stations up and running. So we’re going to deal with that city by city, and we’ll have some success. 


Second, the utilities charge various fees to set up and then to provide the electricity. We want to make sure that it’s only cost-recovery, and they’re not being unreasonable about that. So that’s a concrete. They say they’ve got a problem? We meet with them, and then…we react, and so, through the Public Utilities Commission, through the local regulation, we react through the GO-Biz office or my own office, and try to do everything we can to solve problems. 

Now if you’re talking about deals, like “If you come to California, we’ll pay $7,000 for every job,” we have a little bit of that in these economic-development zones; but it’s hard to pay people for their business activities. We don’t have enough money. Now I know they’re doing that all over the state, cuttin’ deals, and, you know, we’re spending – we’re doing that in some respects; but it’s kind of a race. I always wonder, how does Michigan spend so much subsidy attracting our movies? I mean Michigan isn’t doing that well! So it’s maybe lobbying, and you get a distortion. You get a little money going to movies, but what about other things that you have to invest in and take care of? So we want to make our regulatory climate more transparent, more reasonable. We’ve got a long way to go on that, but I want you to know we are open and ready to go.


Now there’s a lot of people who want to keep the regulations not only as complicated as they are, but make them worse. So it’s not just like clipping something. You’ve got to fight and crush opposition in order to change regulations. It’s not a…paper exercise. It’s a contact sport. So you’ve got to understand that. But we’re open to that, and we’ll try to – You know, we look for things, and, wherever we can, we’ll do it. But it’s very hard to cut people a tax break. 

I mean we’re in the hole, and we’ve been in the hole for 10 years. So I think you’ve got to live within your means, and you’ve got to both cut and find some more revenue. There are various ways we can do that. So I’d say we are a high-cost state. That is true. We’ve been a high-cost state for a long time, and America is a high-cost country; and that’s why most of the manufacturing – not all of it, but a lot of it – has migrated to China and India, and that’s why – and that’s just the way the world is. 

We’re only 4 percent of the world. We’re an aging 4 percent with a very emerging, powerful China and India and Brazil and other countries. So, yeah, we’ve got to be smart and be competitive; but lowering people’s wages or, you know, reducing various benefits that we need to do, that’s very problematic. So the CEOs don’t say, “Hey, you’ve got to reduce my salary.” Well, if that works for a CEO, what about for a secretary, the janitor, the person at the front desk, or the computer programmer? So we’ve got to balance here, and it’s just kind of, you pull over here, and then you push over there. And I would say we’ll do our best. We’ll try to – But we can’t always beat Texas. I mean they can tell you to come down there, and you can go to Arizona, by the way. You don’t pay any corporate tax, and you can take your plane and move to Incline Village, and do your work out of there.


But a lot of people are still moving to Silicon Valley because of the synergy of so many bright people. And I think if we can get the bright people, if we can get that visa thing cleaned up so we can bring smart people here, and keep them here, and a few other things like that, we’ll keep on the top of our game. (applause) 
Q:
So Gov. Hickenlooper, this is your chance. You don’t even have to knock on doors. You have here a roomful of Silicon Valley executives. Give it your best shot. What do you say to them to get them to expand or move to Colorado?
A:
(Gov. Hickenlooper) Can Gov. Brown leave the room just for a minute? (laughter)

Ms. Marshman:


With President Obama, They can -- …

A:
(Gov. Hickenlooper) We’re – I’m a great believer that luring companies from -- to move their headquarters from one state to another doesn’t help the country at all. I think that’s a myth, and I think it is a race to the bottom, as the Governor would say. I think it is useful for us to be as relentlessly pro-business as we can, that we are very focused on education, and we want to be the number-one state for solving this riddle that this country has become (sic) from being the number-one public-education nation in the world to middle of the road, in the bottom half; and this isn’t a mystery, right? We know the things we need. 

We know that, for really at-risk kids that are coming from difficult neighborhoods and often broken families, we need a longer school day. That’s not a – There’s nothing new there, and there’s a number of ways to do that without having to spend a bunch of money, right? You could get your teachers’ union to agree to stagger the school day, so some teachers come in a little early, and you have study hall. Some come in a little later, and you have sports or something after school. I mean there’s a bunch of ways to address education. We know that great teachers -- More than anything, more than parent involvement, more than demographics, more than anything, you put a great teacher in front of kids, they work miracles. Well, I think…our goal is to say, “All right. We’re going to fix education.” We’re working statewide right now to begin to implement -- And we don’t want to have them all filling out multiple-choice tests, but you’ve got to measure the effectiveness of a teacher, right? 

And our goal? We’re sitting down with the teachers’ union, and having them at the table to say, “All right. You know, how do you help us figure out” – I mean, look at me. I was a geologist, right? I thought I was going to be a great geologist. Got laid off. If I hadn’t – You know, if I hadn’t gotten laid off, I’d still be a geologist, right? I would have been – It turned out, I wasn’t that good of a geologist. Not too much fun to say, but the facts are the facts; and, in the end, I was 20 times better at running restaurants than I ever was as a geologist, and I couldn’t wait to get to work. I was happy, right? I’m much happier. 

And I tell a lot of the—my—friends in the teachers’ union, by not being willing to allow natural turnover, right, competition and success, you’re condemning 15, 20, 25 percent of the teachers to not finding the joy that they should have the opportunity to find. And those kinds – I think that kind of stuff? That’s going to be the real competition, to see, again, you know, I think Silicon Valley is going to be here forever, right? 

And I think Gov. Brown is exactly right, that…this crucible of creativity and talent that’s here is going to continue to create companies, and he’s every bit completely correct again. I’m getting tired of saying how correct you are. But, you know, the immigration issues, and making sure that smart, talented people can stay here? He’s exactly right. But, as a nation, we should be competing to say, “All right. Where is the best place for the next generation of entrepreneurs?” 

And the Governor was saying, you know, that California has always planted these trees, and now we see this forest of productivity. Well, maybe Colorado, in some ways, is the way California was 20 years ago, or 25 years ago, where the housing isn’t so expensive, and the cost of living is much less expensive, and all these young people want to be there in the same way they wanted to be in California 25 years ago. Maybe that natural competition is what’s really healthy for the country, in that different states competing, and trying to be a place where we solve education, solve healthcare, where entrepreneurs would want to raise a family. If we were good enough at that, that’s also going to be where Silicon Valley CEOs are going to want to expand, right? They’re going to put a division somewhere. Or when they acquire a business, right? Places like Austin and Denver and Portland, Oregon. We have all these entrepreneurs start businesses, and they all got gobbled up by California companies.

Gov. Brown:


That’s good!

A:
(Gov. Hickenlooper) Yeah. But in most cases, they keep their large work – and a large group of people in Colorado, or in Texas, or in Oregon; and our focus is, how do we accelerate that, and have more of those entrepreneurs in Colorado, more of those acquisitions that stay and grow, and those trees? You know, the old Chinese proverb that when is the best time to plant a tree was 20 years ago, and the second-best time is tomorrow, right, or today, I guess it is, now that I think of it. If you’re gonna use a proverb, it’s better to get them right! (laughter) But I think – 

You know, I think that our goal in Colorado is to…really go out and say, “We’re not going to try and offer incentives and move corporate headquarters, you know, trying” – If someone wants to come to Colorado and brand themselves in a state that’s, by its essence, collaborative, and where we do get 94 out of 100 votes in the legislature to pass our budgets, and we are going to work together with the teachers’ union to really solve education, then we want to see you in Colorado. But what we really want to do is create a competitive environment over the whole country where we’re trying to accelerate these entrepreneurs’ creating businesses.

Ms. Marshman:


This has been delightful. What a wonderful conversation. Thank you both. I can’t think of two better governors to have here, and I believe we are about to get the hook from Mr. Guardino.

Gov. Hickenlooper:


Well, thank you for what a great job you did! (applause)

Mr. Guardino:


Gov. Brown, Gov. Hickenlooper, please don’t leave the stage. We were reminded by Gov. Brown [that] innovation is not popular in government. I didn’t get the nickname “Governor Moonbeam” by being conventional. 

And we were reminded by Gov. Hickenlooper, again, the best time to invest? Twenty years ago. Second-best time? Today. What great leaders, both of these dynamic states have. We wanted to thank you both with just a small token on our appreciation, and our deep appreciation, as well, to –

Male voice:


Gordon Biersch!…

Mr. Guardino:


-- Barbara Marshman of the San Jose Mercury News. First, Governor, we know you can’t accept gifts, but we hope –

Gov. Brown:


I can’t, for the San Jose Mercury News, I want to report that! (laughter)

Mr. Guardino:


We do want – We’re hoping that your dog, the First Dog, Sutter, can accept a gift.

Gov. Brown:


Yes, he can.

Mr. Guardino:


So, Governor –

Gov. Brown:


On behalf of my dog, I will definitely do that! Good! This is very good! (applause)

Mr. Guardino:


And Gov. Hickenlooper, your dear friend, and our dear friends, Dan Gordon of Gordon Biersch could not be here today, but we wanted to make sure that you enjoyed his brew in your brew pubs!

Gov. Hickenlooper:


As I have many times before, let me assure you! (applause) Thank you. 

Mr. Guardino:


…Governors, I think our photographer would like to get your photos.

Gov. Brown:


With or without the kibble? (laughter) All right. Okay. 

Mr. Guardino:


We are well-served in the innovation economy! 
# # #
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