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MEMBERS OF CONGRESS AND PUBLIC WITNESSES

National Aeronautical and Space Administration

WITNESSES

HON. TOM HARKIN, A REPR ESENTATIVE IN CONGRESS FROM THE
STATE OF IOWA

HON. BARRY M. GOLDWATER. JR.. A REPR ESEN TATIVE IN CONGRESS
FROM THE STATE OF CALIFORNIA

Mr. Traxler. The Committee will come to order.
We are pleased to welcome two distinguished colleagues and 

guests from the authorizing  Committee on Science and Technology. 
We are  very pleased that  you are  here  this  morning, Tom and 
Barry. We will be happy to hear your statements.

Mr. Harkin. T hank  you, Mr. Chairman . I won’t read it.
Mr. Traxler. We will insert it for the  record and you can para­

phrase it. Proceed in any fashion you wish.
Mr. Harkin. Thank you very much, Mr. Chairman. We do wel­

come the oppor tunity  to be here.
I might jus t at the  outset  say that  both my colleague Mr. Gold- 

water and I have worked very closely on the  Subcommittee with 
the  other members of the Subcommittee in a very nonpart isan 
man ner to look at this NASA authorization. We have worked out 
our priorit ies in the Subcommittee in a very nonpart isan man ner 
and we had a unanim ous vote on it coming out of the  Subcommit­
tee and of course out of the  Full Committee, so it is something that 
I thin k both of us agree on is very needed, the  amounts that  we 
have put in.

Mr. Chairman, I just  would point out, first of all, that  the  Ad­
mini strat ion requested a level of funding for aeronautics that  is 
about 11 percent less in real dollars tha n what it was last year. 
Two things:  They cut $15 million jus t in terms of budget cutt ing for 
balanc ing the budget. Then the rest of the money was cut because 
the  airc raft  energy efficiency program, the  AC program as they 
call it, was beginning  to tail  off.

In othe r words, we had done our  work, got the things implement­
ed and now it is beginning to ta il off. We fe lt on th e first hand  that  
we would obviously support the Pres iden t in tryin g to balance the 
budget and keeping our recommendations below basically wha t
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they would be even if you added on inflation for this year, and I 
will get into that  in a l ittle  bit.

On the other hand, we felt  that  simply because the AC program 
was ta iling off we d idn’t feel t ha t that  was a reason to just  stop our 
aeronautics  program, to really seriously  slow it down. We felt it to 
be an opportunity to begin some new work in new aeronautical 
R&D programs rat he r than just  stopping the  whole thing, basically 
because we looked a t the past and the kinds of things that we have 
done in the  aeronautics  program has really added to not only our 
safety b ut our fuel efficiency of ai rcra ft today.

Mr. Chairman, let me j ust  get to the specifics. We added $20.5 
million to the fiscal y ear 1981 authorization. This allowed for aug­
mentation  in six high priority areas,  wha t we feel is high priority 
and NASA does too. I t conforms generally  to the recommendations 
of the Budget Committee.

Let me jus t briefly describe a couple of these augmentations.  
Firs t of all, Mr. Chairman, we brought the  variable-cycle engine 
program up to last yea r’s appropria ted level plus 10 percent for 
inflation. This added $4.5 million to the Administ ration’s request.

I know you unde rstand the importance of th is both to civil and 
milita ry aircra ft. I have looked at  the  engine itself, the prototype 
engine up at Pr at t & Whitney. They are  gettin g ready to do some 
testing on it, and I can tell you now would be a terr ible  time to 
stop the R&D work on that  variable-cycle engine, and for this 
amount of money this  will keep us on track in the  development of 
tha t engine.

We took two other actions. We added $5.5 million for flight 
experiments using NASA’s exist ing test  aircr aft, and these are jus t 
the flight tests, not adding any new aircraft. We also added $4 
million to begin the  development of large-scale struc tures, par ts of 
wings, fuselages of these new s truc ture s in aircra ft. We have  done 
the small part s where we put the  small part s and tested them in 
wind tunnels . We now want  to build the  large r structures to see 
what  they a re like and how they act in real life.

Again, we fe lt that  these were very important areas,  high prior ­
ity areas  that  we had added money to. I would jus t turn  to the 
budget table, Mr. Chairman. The o riginal 1981 budget sent down by 
the Administra tion was for $290.3. The revised budget was $275.3. 
Tha t is the new one that  came down.

What  we have added onto that  brings  it up to $295.8 in our 
recommendations.

Mr. Traxler. W hat was th at  figure again?
Mr. Harkin. $295.8, so it would be 5.5 over what the  original 

budget was.
1980 estimate righ t now would be $308.3, the 1980 budget that  

we are  working on right now, so we are over $13 million less, so it 
is 4 percent below 1980. I think that our Subcommittee did an 
excellent job, in again holding the  Preside nt’s goal of a balanced 
budget.

[The stat eme nt follows:]
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Statement of Chairm an  Tom Har kin, Subcommittee on Transportation, Aviat ion , and  Comm unicatio ns, Committee on Scien ce and Technology
Mr. Chairman, I appreciate the opportunity to be here today. My purpose is to report on the actions taken by the Science Committee in the aeronaut ics portion of the NASA Authorization.
As you know, jurisdic tion over NASA is split between two of our Subcommittees. The space portion is handled by Don Fuqu a’s Subcommittee on Space Science and Applications, and the aeronaut ics activities are handled by the  Subcommittee on Transportation, Aviation, and Communications, which I chair.It is this second p art  tha t I want to discuss briefly.
This year, the Administration requested a level of funding for aeronautics tha t is almost 11 percent less, in actual dollars, than the amount  appropria ted for fiscal year 1980. There ar e two kinds of reasons for the  decline:
1. NASA cut $15 million from selected, on-going programs to assis t in the general Government-wide effort to balance the budget, and
2. The funding curve for the very successful Aircraft  Energy Efficency (ACEE) program is beginning to tail-off.
In the first instance, the Committee felt that  NASA would have to accept its share of the pain. So we re luctantly went along with thei r recommended reductions.The second area  is different, however. The Committee has long emphasized the connection between Government investments in aeronautical research and subse­quent success by U.S. civil aircra ft manufacturers,  particularly in overseas sales. We must keep the flow of new ideas and technology coming. Everyone who has thought  about it seems to understand this. Your support, Mr. Chairman, has been particu larly impor tant during the past few years.
Unfortunately, the Administration has chosen to view the ACEE tail-off as a means to further  cut the budget; not, as an opportunity to begin some new work. They seem to be ready to allow the aeronaut ics program to retr eat  into nothing more than  basic research.
We believe this would be extremely unwise, given the 65-year record of contribu­tions from the NACA and more recently from NASA. Therefore, the Committee took action to fill the planning wedge left by ACEE. Specifically, we added a total of $20.5 million to the fiscal year 1981 Authorization.
This amount will allow for program augmentations in six high priority  areas. It will take up the slack left by ACEE. And it does conform generally to the recom­mendations of the  Budget Committee.
Before I turn to my colleague, Mr. Goldwater, I would like to describe briefly a couple of these augmentations . Then I believe he will describe some of the  others.The f irst thing we did was to bring the Variable  Cycle Engine program up to last year’s appropriated level plus another 10 percent for inflation. This required an addition of $4.5 million to the Administration’s request.
Mr. Chairman, I know you fully unders tand the importance of this  project, both to future  military and civil high-speed aircraf t. In fact, the final resul t from last year ’s Appropriation Conference, in this area, was instrumen tal in convincing the Administration to continue with Phase II of the research in fiscal year 1981.Unfortunately, the level of funding they proposed isn’t adequate to even get to the  point where we can answer the question: “Will the VCE work?”Everything we know now is favorable. But we need to build some experimental hardware. And we need to fully test  it before we will really know.Our action this year is an important step in tha t direction. More will be needed later (probably about $300 million over several years). But, I think NASA should stop the  endless paper studies and get on with the job. So, I urge you to support this increase of $4.5 million so that  they can.
The Committee took two o ther actions in the high-speed aircra ft area. We added $5.5 million to permit  certa in additional flight experiments using NASA’s existing stable of test  aircraft . And we added $4 million to begin the development of large- scale titanium struc tures  (parts of wings, fuselages, etc.) for application in future military and civil aircraft.
We feel th at these augmentations are important  for two reasons:1. Both have elements that  will contribute eventual ly to national security, and2. Both are in line with the primary conclusion of the recent OTA report on high­speed aircraft . As you know, they said that  the U.S. should increase its research investment in this area  to keep open the option for a future advanced supersonic transport.
Mr. Chairman, at  this point, I will turn to Mr. Goldwater, after  which we will both be available for any questions you might have.
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Mr. Traxler. Mr. Goldwater.
Mr. Goldwater. Mr. Chairm an, I support Tom in our request  

here  for funds to advance the state of the  ar t and to fur ther 
research in AC aeronautical problems. As you well know, basic 
resea rch is the stepchild of future production, and enabling the 
United States  to be competitive in world markets.

If we do not have basic research and efforts in science and technology, the ripple effect in late r years  means lower standards 
of living and noncompetitive posture, and certa inly a loss of leader­
ship in the inte rnat iona l world, so it is our feeling that  we need to 
keep a sufficient level of funding in order  to continue this role.

As Tom pointed out, our Subcommittee on Transportation , Avi­
ation and Communications is reques ting $15 million, or 4 percent  
below what was authorized and appropriated in 1980, even though 
we have added an additional $20 million onto the  Pres iden t’s last request.

As you well know, internation al competition is increasing. The 
A-300 Airbus, the  conglomerate of manufac turers of that par ticu lar 
aircraft, is now the  No. 2 m anufacturer  of wide-bodied a ircraft and 
is penetra ting  a lot of markets, and jeopardizing, of course, our 
situation.

We feel the best way to keep Americans employed a t these times 
is to have the best products. Tha t is really  where NASA comes in, 
working with private indust ry, putt ing moneys into research that 
will give us the advantage . NASA’s aeronautics program is de­
signed to keep our industry ahead, to keep our people employed, 
and also to keep up our traditionally strong  balance of payments  in aviation.

There are a few areas where we feel they are critical,  where we 
added some additional funds. One happens to be $4 million for 
some fur ther research on fuels, which will more than likely be 
availab le for a ircraft in the  future . Right now we a re using the old 
sta te of the ar t in fuels, and of course with the  fuel crunch  coming 
up, it is important that  we analyze what alte rnat ives  we can use 
for future aircraft, so we are  sponsoring research into the  effects 
on airc raft  hardware of fuel contain ing less energy-producing hy­
drogen than now is customary, and more heavy compounds with 
nitrogen and sulfur, whatever all that means. It means that  we are 
looking at  how we can be a littl e more flexible in designing engines 
to accommodate alte rnative  types of fuel elements or fuel composi­tions.

In addition to th at, the Subcommittee  added $1 million to investi­
gate conservation of scarce aerospace mater ials. It ju st so happened 
that  this week’s Aviation Week and States Technology, which is 
basically the  bible of this business, came out with a very large 
expose on the availability of strateg ic materials. As we look at 
these  charts,  we see how much we are relying  on the  availability of 
strategic mater ials. As we look a t these charts , we see how much 
we are  relying upon imports  for these very critical mater ials, and 
obviously to manufacture  engines you have to have such things  as 
cobalt, nickel, and tungsten,  in order to harden the  mate rials up.

We are dependent for 80 or 90 percent on imports. That  could 
very well be a critica l thing tha t we faced in 1975 with oil shor t­
ages. What NASA wants  to do here is to look into subst itutes  or
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other kinds of processes that will make up for or give us a littl e 
more breathing  space, so we put $1 million into tha t.

We have also recommended that  $1.5 million increase in general 
aviation propeller technology. That  seems like an obnoxious area,  
airc raft  propellers. We are still spinning propelle rs that  were basi­
cally designed for the Wright brothers airplanes.

There has never been a really great advancement in propeller 
technology, and it is interesting to note that  for fuel efficiency, 
many of the  manufac turers today are taking a very hard look and 
in fact are  moving back toward propellers considered stra igh t je ts, 
but  throwing a large turboprop, and the  work we a re doing in the 
advanced turboprop area, for which we have money in here, they 
feel that they can cruise at close to commercial speeds, which is 
around .85, or close to it, with propel ler at high altitu des and gain 
tremendous fuel efficiency.

Industry is looking at and moving back in this direction, so we 
feel it is important that  we have some dollars in this propeller 
research to study the aerodynamics and character istics  of it, the 
manufacture  of it, in order  to increase  fuel efficiency, to attack the  
noise problem on the ground, and of course safety.

Those are jus t thre e areas I want to highl ight among the many 
that  NASA is doing work in, in basic technology advancement, 
which we feel is essential if we are going to maintain our position 
as a world leader in aeronautics,  certa inly  to enhance employment 
at home, and provide for increased balance  of payments , which is 
also critica l.

[The stat eme nt follows:]
Statement of Hon. Barry M. Goldwater, J r., Subcommittee on Transportation, 

Aviation and Communications, Committee on Science and Technology

Thank you, Tom. Thank you, Chairman Boland.
I’d like to reinforce what Tom has jus t said. We have been fiscally responsible. 

For fiscal year 1981, our Subcommittee is requesting a figure $13 million (or 4 
percent) below the fiscal year 1980 level, even though we have added $20.5 million 
to the Adminis tration’s request. We feel strongly that  our augmentations are neces­
sary to keep this country s aviation industry competitive with government subsi­
dized foreign technology.

As you may know, the foreign conglomerate which makes the A-300 Airbus is 
now the No. 2 manufacturer  of wide-bodied airc raft—ahead of McDonnell Douglas 
and Lockheed. We feel that  the best way to keep Americans employed in these 
times is to have the best products—and th at is where NASA comes in.

The NASA aeronautics program is designed to keep our indust ry ahead—to keep 
our people employed—and to keep up our traditionally  strong balance of payments  
in aviation.

I’d like to ta lk about three  areas  where our Subcommittee feels tha t OMB’s knife 
slashed unwisely.

We added $4 million for studies into the types of fuels which are most likely to be 
available for aircraf t in the future. The fuel currently used by our je t a ircraft meets 
a number of very tight specifications to insure safety and long engine life. If these 
tight  specifications could be relaxed somewhat, it would resul t in both less costly 
fuel and an increased yield of jet fuel per barrel of crude oil. On the other hand, 
synthetic jet fuel made from such sources as coal, oil shale, tar sands, etc. is likely 
to have looser specifications by nature . We feel tha t NASA should get star ted now 
to determine what changes to aircraft and engines will be required to burn  the fuels 
which are likely to be most plentiful in the future. This work would apply to both 
retrof it of current aircraft and engines, and design of new aircraft and engines.

The Subcommittee also added $1 million to investigate conservation of scarce 
aerospace metals. There are certain  metals, such as cobalt and chromium, which are 
now absolutely essential in the construction of modern airc raft  and engines. Unfor-
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tunate ly, our chief suppliers  of these metals are somewhat unstable—the USSR, and 
several marginal ly reliable African countries. At present, we have no acceptable 
back-ups. Therefore, we feel it is essentia l tha t NASA begin immediately to look a t 
alternatives—such as conservation of what we have, and alternative  materia ls to do 
the same job.

We have also recommended a  $1.5 million increase in general aviation propeller 
technology. Mr. Chairman, in the month of March, general aviation manufacturers 
laid off or furloughed 8,500 production workers throughout the U.S. high fuel costs 
and a shor tage of aviation gasoline have done much to hurt this impor tant industry. 
One of the main purposes of the GA propeller technology program is to increase 
fuel efficiency—to help alleviate cur ren t and future fuel problems. Other major 
objectives a re decreased noise (to benefit airpo rt neighbors), and increased safety. I 
think  this is an important program because it helps conserve fuel, and it helps keep 
our U.S. aircraft competitive in the export market. Traditionally, U.S. general 
aviation manufacturer s have sold one third  of the ir production abroad.

Mr. Chairman, this completes my testimony. Tom and I will be happy to answer 
any questions you may have.

Mr. Traxler. I want  to tha nk both of you for your fine sta te­
ments  and comments in connection with this portion of the  NASA 
budget. It is interesting to note on April 18, when NASA was 
before th e Committee, the chairman,  Mr. Boland, asked Dr. Frosch:

“The budget details  a request of $290,300,000 for aeronautical 
research in 1981, and the recent budget exercise reduced that 
budget fur ther by $15 million to $275,300,000. Is it fair to say that 
the aeronautical research effort has been getting a smaller share of 
the total  budget? In 1977 the  budget was about 6.5 percent of the 
total  and unde r the revised figures that  percentage has dropped to 
6.3 percent, in view of the fact th at  you are actua lly allocating less 
for th is program in 1981 tha n you did in 1980.

“Dr. Frosch. The decrease came about largely because of large 
expenditures and the airc raft  energy efficiency program has begun 
to taper off. We looked essent ially for some cutback in that  a rea  to 
see if there was an ything t ha t could stand a cutback. We found two 
pieces of the program where we felt there could be some stre tchout . 
We simply decided we could stand it t here.”

We appreciate your emphasizing the  points that we were con­
cerned about, and we are  just very pleased to have members of the 
Authorizing Committees give us the ir views as to where the  money 
ought to go. We need all the help we can get here.

Mr. Harkin. Thank you, Mr. Chairm an. We do feel strongly 
about this. Again, i t is 4 percent less th an  last year, but the  k ind of 
work that  I described and that  Barry described sounds like small 
dollars, but  the payoff is very large. I thin k we have shown t ha t in 
aviation, in aeronautics.

Mr. Traxler. I th ink  your points are well taken.
Mr. Sabo, did you have any questions?
Mr. Sabo. Thank you, Mr. Chairman.
Tom, I know you have been working on the area  of au to research 

in NASA.
Mr. Traxler. We had hoped to avoid tha t.
Mr. Sabo. I think Tom should have a word or two about what  is 

happening. I heard  last week that  the  director indicated that  he 
was not interested  in get ting us involved in t ha t research .

Mr. Harkin. Yes.
Mr. Sabo. What is happening with your proposal curren tly?
Mr. Harkin. Let me jus t say I have seen this testimony. I 

haven’t seen it all but read about  it in front of the Senate Commit-
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tee, and I can tell you it is a t complete odds with  wha t he told me las t year, and it is at complete odds with the ir sworn testimony, not sworn, but  the ir testimony in front of our Subcommittee last  year. So I am saying it is completely opposite to wha t they  have said on the  record and the complete opposite to wha t they have told me off the record. It is no more, Marty, tha n Mr. Frosch carry ing water for the Administration . Obviously he has been, and I will say this quite openly, he has been given his marching orders and he is marching.
Mr. Sabo. Are you continuing to pursue your ideas which are authorized in t ha t bill or not?
Mr. Harkin. Certainly.
Mr. Goldwater. Right now NASA is doing most of the R&D automotive anyway.
Mr. Harkin. Over 75 or 80 percent of it.
Mr. Goldwater. It is just  a ma tter  of logic in something they are already doing.
Mr. Harkins. T hat  is different.
Mr. Goldwater. We feel we w ant to ge t it away from t he regula­tory body and keep it in the  research area where NASA’s expertise  is, and we are pushing on it.
Mr. Harkin. We had it for a  y ear and a hal f now. We have been through the whole th ing, and I understan d tu rf  battl es. DOT has a part , DOE has a part , and somebody else. When you try  to put  something together unde r one directo rship, you get into these  tu rf  fights, and it jus t takes time.
Mr. Traxler. T hank you very much.
Mr. Harkin. Than k you very much.

National Science Foundation

WITNESSES

FATHER T. BYRON COLLINS, SPECIAL ASSISTAN T TO THE PRESIDENT
FOR FEDERAL RELATIONS, GEORGETOWN UNIV ERSITY,  WASHING­TON, D.C.

FATHE R WILLIAM GEORGE, SPECIAL ASSISTANT TO THE PRE SIDENT
FOR FEDERAL RELATIONS, GEORGETOWN UNIV ERSITY, WASHING­TON, D.C.

MICHAEL MARECKI, N.S.J.

Mr. Traxler. We would like to welcome our next witnesses, Fathe r Collins, Father  George and Mr. Michael Marecki.Father  Collins. We have a very brie f s tate ment we would like to make, Mr. Chairman and Members of the  Committee. Fathe r George from Georgetown will lead off, and I will come second and Mr. Michael Marecki, Jesuit. We will have two minutes apiece.Father  George. Mr. Chairman and Members of the  Committee, I will be even briefer than our brief testimony, so I would like to ask that  i t be submitted .
Mr. Traxler. Fine.
Fathe r George. Before the President  had requested to remove the  University Research Facilities  Improvement Fund, we had hoped to seek the  Committee’s inte rest  in matching funds for re-
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search  equipment that would aid the  modern inte rcu ltural center  
in developing instruction in foreign languages as well as assisting 
the  hear ing impaired and the inte rnation al telecommunications 
research systems involving phonetics and computer analysis in 
research programs. Since it is a very difficult budget year, and we 
understand the res traints that  th e Committee is working under, we 
still wanted to a t least remind  the Committee some of the  negative 
impacts of limiting research in equipm ent and facilities on that 
broad basis of scientific research .

We want to thank you for the  chance to express  it.
Mr. Traxler. T hank  you.
Fathe r Collins. Second, we would like to thank, Mr. Traxler , 

yourself, Mr. Boland and all the  Members of the Committee for the  
heroic work that  this Committee has done in the college housing 
program over the years on behalf of the 2,000 colleges and univers i­
ties that  have benefited from this. We express our heart -felt  and 
prayerful thanks.

We are  going to t ry and get the HEW Committee to t ry and take  
the  same purview that  this  Committee has done. There is a state­
ment concerning the GAO report on the  various colleges and uni­
versities and the ir applications . They had a specific mention  of 
Georgetown and the GAO a uditors with whom Fath er George and I 
spent  quite some time. We a re very satisfied with our records, but 
felt that  perhaps the local agencies’ own records could have been 
kept better .

Mr. Marecki has a final statement.
Mr. Marecki. We would also like to ask the Committee for its 

support of the detailed analytica l study to determ ine the  feasibility 
of a North American common marke t amongst Canada, Mexico 
and the  United  States. Each nation involved could be represented 
in a consortium of universities,  and they would pool resources and 
expertise  in  th e three nations concerned.

It is our hope th at the  Committee could support a  bridge between 
two specific programs, the inte rnation al cooperative scientific activ­
ities program, and the policy research  and analysis program of the 
National Science Foundation. This would enable the  study of the 
North  American Common M arket  to  get  underway.

Mr. Traxler. I t is a very interest ing proposal.
Fathe r Collins. The structure  of NSF, as it is now, we have 

been to them, and without some Committee support they  are so 
segmentalized in the ir budget that  we th ink  they have some infor­
mation, they have sufficient funds, but they would need some 
support language to get the  program started. It would be once 
again a consortium of universities  that  would unde rtake the  analy­
sis of the economic features of United States, Canada and Mexico, 
using computers.

The United States  is very advanced on its economic models. 
Canada is too. We don’t know very much about Mexico yet, and the 
purpose would be to try  to  get the common computer program tha t 
would analyze  the combination of U.S., where the  problems are, 
with Mexico and Canada, using the  model that is in the economic 
model of Europe.

Mr. Traxler. How long will th is take?



Father  Collins. The first would be just  to get the models se t up 
and sta rt them. We could do it within  a year. It would take  
organizing of four universities  in the  United  States that  are  excel­
lent  in this field. At Georgetown we have a young Jesuit  who has 
gotten his degree in it. There  are  two in Canada, and we would 
have to take two univers ities in Mexico, and the money would be to 
get them toge ther  and set the model up and see how you would 
sta rt it. We don’t thin k that  the money in terms of program is so 
significant  tha t the present budgets couldn’t absorb it.

Mr. Traxler. What do you anticipate the  costs of the program 
will be?

Father  Collins. Between $125,000 and $175,000 to set the  prob­
lem up and get the  th ings together.

Mr. Traxler. And once you have the  program organized, what  
would you an ticip ate—a year or two years beyond tha t?

Father  Collins. No. If it works, the idea behind it would be then 
to ask NSF to do as we had in the  other, to be par tners with this, 
where we put up half the  money and ask them to put up half.

Mr. Traxler. And i t would be an ongoing program?
Father  Collins. Until  you got it star ted,  and then  obviously 

indus try would pick it up, if we showed the feasibility that  i t ought 
to go. The problem of Mexico having  oil and a surplus of labor 
problem, we are  having a problem of Mexicans in the United 
States  being recognized.

Canada has obviously a large need of labor in some of its agricul­
tura l areas, and the Mexican labor movement, we would have to 
see the  head of the  Mexican labor movement, a man we have 
access to and know, and they only have 3% million in organized 
labor. I th ink i t is something that  i f we looked at the problem, tha t 
could be of tremendous  benefit to al l thre e countries.

The political process we would stay out of, because that is quite 
difficult, but we so set the political problem up but  look at the 
economics of it.

Mr. Traxler. I want  to tha nk you for your appearance here this 
morning.

Father  Collins. It is a pleasure, Mr. Traxler.
Mr. Traxler. Thank you very much. We appreciate your time.
Father  Collins. Than k you.
[The stateme nt follows:]
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OFFICE OF THE PRESIDENT 
SPECIAL ASSISTANT FOR 

FEDERAL RELATIONS

G E O R G E T O W N  U N I V E R S I T Y

MAY 6, 1980

House App ro priat ions Committee 
Subcommittee on HUD/NSF 
May 1,  1980 
10:30 a.m.
H143 Cap ito l Bu ild in g

Dear Mr. Chairman and Members o f the Committee:

We are Fathers W ill ia m  L. George,  S.J.  and T. Byron C o ll in s , S .J .,
Spec ial  Ass is ta nts  to  the Pre side nt  o f Georgetown U n iv e rs ity . With us is  
ou r a ss is ta n t,  Mr. Michael F. Marec ki , N .S .J ..

P ri o r to  the  P re sid ent's  requ es t fo r  re sc is s io n  o f the U n iv e rs ity  Research 
F a c il it ie s  Improvement Fund, an elem ent o f the Na tio na l Science Fo un da tio n's  
Special  F a c il it y  and Inst ru m en ta tio n Program, we intended to  ask the  Committee 
to  su pp or t the  Instr um en ta l Phonetic Research P ro je ct  and the  Computer As sisted  
In s tr u c ti o n  P ro je ct  a t the  School o f Languages and L in g u is ti cs  a t Georgetown 
U n iv e rs it y 's  model demonstration  In te rc u lt u ra l Cente r. These programs would 
f a c i l i t a te  the in s tr u c ti o n  o f fo re ig n  languages and tr a n s la ti o n , espe c ia lly  in  
the f ie ld s  o f tone languages such as Chinese, would he lp the deaf and the  se ve re ly  
he ar ing impaired to  learn  how to  speak, and w il l  a id  in  the deve lopment o f advanced 
telecom mu nications systems. The Instrumen ta l Phonetic Research P ro je c t and the  
Computer As sisted  In s tr u c ti o n  P ro je ct re qu ires $900,000 in  fe dera l monies which 
Georgetown U n iv e rs ity  would match w ith  $900,000 from i t s  own reso urce s.  We recognize 
the importance o f budget re s tr a in t and fi s c a l re s p o n s ib il it y , but we would li k e  to  
remind the Committee o f the  ne ga tiv e impac t o f our nat ion being depr ived  o f i t s  
broad s c ie n t if ic  res earch  base.
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COMMITTEE ON APPROPRIATIONS 

SUBCOMMITTEE ON HOUSING AND URBAN DEVELOPMENT

AND THE NATIONAL SCIENCE FOUNDATION

M r. Chai rm an and  Members o f  th e  C o m m it te e ,

We a re  F a th e rs  T . B yr on C o l l i n s ,  S .J .  and W il li a m  L. G eo rg e , S . J . ,
S p e c ia l A s s is ta n ts  t o  th e  P re s id e n t  o f  G eo rg eto wn U n iv e r s i t y  an d w i th  us  
i s  o u r  a s s is ta n t ,  M r.  M ic h a e l M a re c k i,  N .S .J .

We th a n k  th e  C om m it te e f o r  th e  o p p o r tu n i ty  t o  t e s t i f y  to d a y .

We w o u ld  l i k e  to  e x p re ss  o u r  s in c e re  g r a t i t u d e  to  th e  Com m it te e f o r  i t s  
p a t ie n t  and c a r e fu l s te w a rd s h ip  o f  th e  C o lle g e  H ousin g Loan  Pro gr am  f o r  so  many 
y e a rs .  We ca n o n ly  hope  t h a t  th e  S ubcom m it te e on  HEW A p p ro p r ia t io n s  w i l l  c o n ­
t in u e  t o  s u p p o rt  t h is  p ro gra m  and  w i l l  w o rk  to  m ee t e s s e n t ia l b ack lo gged  needs. 
( E x h ib i t )

We w ould  a ls o  l i k e  to  as k th e  Com m itt ee f o r  i t s  s u p p o r t  f o r  a d e t a i le d  a n a ly t ic  
s tu d y  to  d e te rm in e  th e  f e a s i b i l i t y  o f  e s t a b l is h in g  a N o rt h  Am erican Common M a rk e t 
am on gt  Can ad a,  M e x ic o , and th e  U n it e d  S ta te s .  Each N a ti o n  w ou ld  be re p re s e n te d  
in  a c o n s o rti u m  o f  u n i v e r s i t ie s  w h ic h  w o u ld  poo l th e  re s o u rc e s  and e x p e r t is e  
o f  th e  th re e  N a ti o n s  conce rn e d  by t h is  u n d e r ta k in g .  ( E x h ib i t )  I t  i s  o u r  hope  
t h a t  th e  Com m ittee c o u ld  s u p p o r t  a b r id g e  be tw ee n th e  I n te r n a t io n a l  C o o p e ra ti v e  
S c i e n t i f i c  A c t i v i t i e s  Pro gr am  and th e  P o li c y  R esearc h an d A n a ly s is  Pro gr am  o f  
th e  N a ti o n a l S c ie nce  F o u n d a ti o n , to  e n a b le  th e  s tu d y  o f  th e  N o rt h  Am erican 
Common M a rk e t to  g e t  underw ay. ( E x h ib i t )
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(EXHIBIT 1

UN ITED  STATES GE NERAL ACCOUNTING OFFICE 
REGIONAL OFFICE

•112 FEDERAL OFFICE DUILDING 
FIF TH  AND MAIN STREETS

C in c in n a t i, O h io  45202

Fr. Byron Collins S.J.
Coordinator of Federal Relations Georgetown University
37th and 0 Streets, NW 
Washington, D.C. 20057
Dear Fr. Collins:

Enclosed is a copy of GAO’s recent report on the college housing loan program.
The report's digest summarizes our principal findings and recommendations. Both applicants and Federal officials must give more attention to the actual need for new campus housing construc­tion, especially in view of the impending decline of the college- age population. Applicants and HUD area offices also need to expedite the approval of loan agreements so that projects will procede in a timely fashion. Failure to do so leads to cost escalation and lost energy conservation savings.
We appreciate the assistance you gave during our review to Rich Edwards, Ken Libbey and Jim Silvati.

Sincerely yours

Harold R. Fine 
Assistant Regional Manager

Enclosure
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Excerp ted  from a Report by the  Co mpt ro lle r General  o f the  Un ite d S ta te s, "The (EXHIBIT 1) Co llege  Housing Loan Program: More E ff ec ti ve  Management Needed'1 and re lea se d March 26, 1980.

— N o rth e rn  K e n tu cky  U n iv e r s i t y  r e c e iv e d  a $ 4 .7  m i l l i o n  
r e s e r v a t io n  m  197 8 , s t a t i n g  t h a t  70 p e r c e n t  o f  i t s  
s tu d e n ts  l i v i n g  a t  home w i th  p a re n ts  w ere  beyond  a 
re a s o n a b le  d is ta n c e  and 70 p e rc e n t  o f  th e  o f f- c a m p u s  
s tu d e n ts  w ere  in a d e q u a te ly  h o u se d . U n iv e r s i t y  o f f i c i a l s  c o u ld  n o t  remem be r th e  c r i t e r i a  th e y  us ed  an d c o u ld  n o t  
s u p p ly  us  w i th  d o c u m e n ta ti o n  to  s u p p o r t  th e  e s t im a t e s .
E n ro ll m e n t  d a ta  sh ow s t h a t  m ore th a n  80 p e r c e n t  o f  t h e i r  s tu d e n ts  l i v e  w i t h in  15 m il e s  o f  ca m pus.

— G eorg eto w n U n iv e r s i t y  has r e c e iv e d  t h r e e  c o n s t r u c t io n  
lo a n s  s in c e  197 7 . I t s  19 77  a p p l ic a t io n s  r e p o r te d  t h a t  
40 p e r c e n t  o f  i t s  o f f- c a m p u s  s tu d e n ts  w ere  in a d e q u a te ly  
h o u se d . In  197 8 , G eorg e to w n  in c re a s e d  i t s  e s t im a te  t o  85 p e r c e n t ,  a g a in  s u c c e e d in g  in  th e  c o m p e t i t io n .  T h is  
in c re a s e  was n o t  q u e s ti o n e d  by HUD o f f i c i a l s .

— O akla nd U n iv e r s i t y ,  fu n d e d  in  197 8 , e s t im a te d  75 p e r c e n t  o f  i t s  s tu d e n ts  l i v i n g  a t  home commuted  an  u n re a s o n a b le  
d is ta n c e .  O f f i c i a l s  t o ld  us th e y  used 12 m i le s  as  th e  
b o u n d a ry  o f  a re a s o n a b le  d is ta n c e .  Th e campu s i s  
lo c a te d  in  s u b u rb a n  D e t r o i t ,  y e t  HUD o f f i c i a l s  d id  n o t  
q u e s t io n  th e  h ig h  e s t im a te  o f  s tu d e n ts  l i v i n g  beyo nd  a re a s o n a b le  d is ta n c e .

— Th e U n iv e r s i t y  o f  M a ry la n d  a t  B a lt im o re  f i l e d  a
s u c c e s s fu l a p p l ic a t i o n  in  197 7 . In  i t s  a p p l i c a t i o n ,  
th e  s c h o o l s a id  i t  ha d no  in fo r m a t io n  on th e  num be r o f  s tu d e n ts  in a d e q u a te ly  hou se d o f f  cam pus, b u t  th e n  ad de d 
a l l  o f f- c a m p u s  s tu d e n ts  in t o  i t s  h o u s in g  d e f i c i e n c y .
I t s  t o t a l  d e f ic ie n c y  e q u a le d  68 p e r c e n t  o f  a l l  s tu d e n ts .

Ma ny a p p l ic a n ts  r e p o r t
e x c e s s iv e  e n r o l lm e n t

Th e fa v o r a b le  t re a tm e n t  a cco rd e d  la r g e  s c h o o ls  u n d e r HUD's  fo rm u la  n a ke s  a c c u ra te  r e p o r t in g  o f  e n r o l lm e n t  an  im p o r ta n t  
m a t t e r .  A p p li c a n ts  a re  in s t r u c t e d  t o  base  t h e i r  e s t im a te s  on  th e  num be r o f  f u l l - t i m e  s tu d e n ts  as r e p o r te d  in  th e  l a t e s t  O f f i c e  o f  E d u c a ti o n  F a l l  E n ro ll m e n t  S u rv e y . Many o f  th e  a p p l ic a t i o n s  we re v ie w e d  d id  n o t  f o l l o w  th e s e  i n s t r u c t io n s ,  r e p o r t in g  in s te a d  t h e i r  t o t a l  e n r o l lm e n t  o r  f u l l - t i m e  e q u iv a le n t  e n r o l lm e n t .  T h is  mea ns  th e y  in c lu d e d  p a r t - t im e  s tu d e n ts ,  who  a re  r a r e l y  housed  on  cam pus.

We checke d  e n r o l lm e n t  f ig u r e s  f o r  39 o f  th e  89 c o n s t r u c t io n  a p p l ic a t io n s  f o r  w h ic h  fu n d s  w ere  re s e rv e d  s in c e  1 9 7 7 , an d fo u n d  t h a t  18 had o v e r s ta te d  e n r o l lm e n t ,  w i th  e r r o r s  ra n g in g  fr o m  5 p e r c e n t  to  40 p e r c e n t .  Th e m ost n o ta b le  exam p le  wa s San D ie g o  S ta te  U n iv e r s i t y ,  w h ic h  re p o r te d  i t s  t o t a l  h e a d c o u n t o f  3 0 ,3 1 3  in s te a d  o f  i t s  f u l l - t i m e  e n r o l lm e n t  o f  1 8 ,2 6 2 .  T h is  r e s u l t e d  in  a r a n k in g  nu mbe r much h ig h e r  th a n  i t  s h o u ld  have b e e n . None o f  th e  HUD r e p r e s e n ta t iv e s  a t  th e  seven a re a  o f f i c e s  we v i s i t e d  i d e n t i f i e d  any o f  th e s e  d is c r e p a n c ie s .

10



(E X H IB IT  2 )

NORTH AMERICAN COMMON MARKET PROPOSAL

INTRODUCTION

The p urp o se  o f  th e  s tu d y  i s  t o  in v e s t ig a te  th e  f e a s i b i l i t y  o f  a N o rt h  
A m erican  Common M a rk e t in v o lv in g  Cana da,  th e  U n it e d  S ta te s  and  M e x ic o . Com put er 
methods w i l l  be th e  ba se  o f  th e  m u l t i - d i s c ip l i n a r y  s tu d y  f o r  a n a ly s is  o f  econom ic  
m o d e ls , d a ta  s to r a g e ,  e m p ir ic a l in v e s t ig a t i o n ,  and in fo r m a t io n  r e t r e i v a l .

Eco no mic th e o ry  ha s lo n g  re c o g n iz e d  th e  g a in s  in  w e lf a r e  a s s o c ia te d  w it h  
t ra d e  l i b e r a l i z a t i o n .  Th e th e o ry  o f  c o m p a ra ti v e  adva n ta ge  t e l l s  us  t h a t  each 
c o u n try  t h a t  re d uce s  i t s  t a r i f f s  w i l l  u n a m b ig u o u s ly  g a in  in  w e lf a r e  in  th e  
lo n g - r u n .  T h is  th e o ry  o f  c o m p a ra ti v e  a d v a n ta g e , s p e l l in g  o u t  th e  g a in s  fr om  
t r a d e ,  i s  e s s e n t ia l l y  a s t a t i c  th e o ry .  I t  do es  n o t  d e a l w it h  th e  s p e c i f i c  
a d ju s tm e n t p o l i c ie s  an d p ro b le m s o f  t r a d e  l i b e r a l i z a t i o n ,  an d re q u ir e s  s u p p le ­
m en ta l a n a ly s is  o f  th e  econom ic  and s o c ia l s t r u c tu r e s  o f  p a r t i c u la r  t r a d in g  
p a r tn e rs  b e fo re  th e  g a in s  fr o m  tra d e  ca n be s p e ll e d  o u t  in  c o n c re te  te rm s . The 
purp ose  o f  t h i s  s tu d y  i s  to  us e co m p u te r m eth ods an d m odels  t o  se e w h e th e r 
in fo r m a t io n  fr o m  co m p u te r m odels  shows a c o m p a ta b il it y  in  econom ic s an d o th e r  
f i e l d s  t h a t  w ou ld  w a r ra n t  f u r t h e r  d e t a i le d  e x a m in a ti o n  o f  a N o rt h  Am eric an 

Common M a rk e t.

ECONOMIC MODELS OF THE EUROPEAN EXPERIENCE

The  Common M a rk e t a pp ro ach  to  t ra d e  l i b e r a l i z a t i o n  ha s be en  e x te n s iv e ly  
a n a ly s e d  in  th e  E uro pean Eco no mic C o nm un it y . The g a in s  fr o m  t r a d e ,  th e  b urd ens 
o f  a d ju s tm e n t t o  l ib e r a l i z e d  t r a d e ,  an d th e  p ro b le m s  o f  econom ic  and p o l i t i c a l  
c o o r d in a t io n  ha ve  be en  s tu d ie d  and d eb a te d  w i th  Com pute r m odels  s e rv in g  as  th e  
b a s is  f o r  mod el  a n a ly s is ,  in fo r m a t io n  r e t r e i v a l ,  an d d a ta  s to ra g e .  Eco no mic 
m odels  o f  each c o u n t ry  in  th e  E .E .C . ha ve  be en  li n k e d  to g e th e r  in  th e  EURO-LIN K 
P ro je c t  so  t h a t  s p e c i f i c  p o l ic y  d e c is io n s  in  one c o u n t ry  may be s tu d ie d  in  te rm s 
o f  t h e i r  e f f e c t s  in  o th e r  c o u n t r ie s .  S p e c if ic  m ode ls  ha ve  be en  a p p li e d  to  i n t e r ­
in d u s t r y  r e la t io n s h ip s  in  th e  E .E .C . to  d e te rm in e  th e  lo n g e r - te rm  e f f e c t s  o f  
t a r i f f  p o l i c ie s  on in d u s t r ia l  g ro w th  and em plo ym ent in  p a r t i c u la r  c o u n t r ie s .
The p ro b le m s o f  a d ju s tm e n ts  an d m o n e ta ry  a s s is ta n c e  t o  p a r t i c u la r  c o u n t r ie s  
b e a r in g  a heavy burd en  o f  a d ju s tm e n t ha ve  been  s tu d ie d  to  a l lo c a t e  e f f i c i e n t  
means  o f  s p re a d in g  th e  b urd ens  o f  a d ju s tm e n t among E .E .C . mem be rs .

The E .E .C . E x p e ri e n c e  ha s le d  to  s o c ia l ,  p o l i t i c a l ,  and  c u l t u r a l  d e v e lo p m e n ts . 
The c r e a t io n  o f  th e  E u ro -P a r li a m e n t an d th e  in c re a s e d  Eur op ea n c o n s c io u s n e s s  as a 
s e p a ra te  power bet wee n th e  U n it e d  S ta te s  and th e  S o v ie t  U nio n may be seen  as 
d i r e c t  r e s u l t s  o f  th e  em erg in g  econom ic  u n io n  in  E uro pe . Th es e d eve lo pm en ts  
ha ve  n e c e s s it a te d  e x te n s iv e  p o l i t i c a l ,  s o c ia l ,  and c u l t u r a l  a n a ly s is .
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(EXHIBIT 2)

A stu dy  o f the  fe a s ib i l it y  o f a North  American Conmon Market sho uld  make use o f the E.E.C. expe rie nces . S p e c if ic a ll y , the problems o f ad jus tmen t should be 
exte nsiv e ly  stud ied through econom etric models a t the mac ro-le ve l (economy-wide n a ti o n a l)  and a t the  le ve l o f s p e c if ic  in d u s tr ia l se ct ors . The use o f these models w il l  give  broad o u tl in es  o f the  probable  e ff e c ts  o f economic union  and 
w il l  p in po in t s p e c if ic  problems o f ad jus tment in  s p e c if ic  se ctor s o f the  economy.Th is w il l  he lp decis ion -makers to  plan a p o l i t ic a ll y  r e a li s t ic  tim e -t ab le  fo r  
economic co ord ia tion  and gradual tra de  li b e ra li z a ti o n  through t a r i f f  re duct io n. 

GEORGETOWN FACILITIES

Georgetown possesses the c a p a b il it y  o f e a s il y  s to ri ng  and ana lyzing  a wide v a r ie ty  o f econom etr ic models o f the United  S ta te s,  Canada and Mexico . Several models o f the  U.S. Economy [the MIT - Penn - SSRC Model, the F a ir  Model a t Ya lej  are  on the Georgetown Computing System. These models can e a s il y  be put in to  the 
Georgetown-based MIT TROLL System, and thus made ac ce ss ib le  in  a s im p li fi e d  language. The U.S. Models can be e a s il y  lin ked  w ith  Canadian Models on the TROLL System 
by ente ring  severa l Canadian Models in to  the TROLL System. These models o f Canada would  includ e the  Toron to U n iv e rs ity  Model and the  U n iv e rs ity  o f B r it is h  Columbia Model as wel l as the  Data Resources, Inc.  Models o f Canada and the  United Sta te s.

The Models o f Mexico are sm al le r and less  complex , bu t the models would a lso be en tered and syste malized in  the TROLL System fo r  p o li cy  experim en ts.

63-2 77 0 - 8 0 - 2



16

(EXHIBIT 3)

INTERNATIONAL COOPERATIVE SCIENTIFIC
ACTIVIT IES PROGRAM SUB AC TIV ITY .................................. $12,900,000

O blig atio ns by P ro gr am  Elem en t

Program Element Actual 
F Y  1979

Budget 
Request 
FY  1980

Current
Plan

FY1980
Estimate

F Y  1981
Difference  
F Y 1981/80

Coope rative Sc ienc e* .................................... $6,638,359 $6,115,000 $7,614,000 $7,900,000 $286,000Scie ntif ic Organizations & Reso urc es......... 2,946,854 3,700,000 3,700,000 4,200,000 500,000U.N. Con feren ce on Sci en ce &
Tech nolo gy for Deve lopmen t.................... 388,936 —0— —O— —o— —0—International T ra ve l........................................ 584,364 700,000 700,000 800,000 100,000

T o ta l........................................................ $10,603,513 $10,515,000 $12,014,000 $12,900,000 $886,000
* Excludes activities unde r the U.S .-U.S.S.R . Agreement on Cooperation in the Field s of Science  and Technology which are pre­sented separate ly in the Cross Directorate Programs section of the budget.

Ob jec tives and Descr iption

The vigor of science and technology in the United  States is enhanced through 
inte rna tion al links. Researchers  sha re uniq ue facilit ies or resources  and exchange 
informat ion. Internatio nal  coop erative programs implement the statutory auth ority 
of NSF to "init iate and support spe cific  scientific activ ities in connection w ith m atters 
rela ting to in tern atio nal  coop erat ion"  (P.L. 81-507, Section  3 (b)).

The re are two principa l, int err ela ted  object ives of Internatio nal  Coop erative 
Scientific Activities:

• to help  m eet the needs of U.S. science through trade of scien tific  and techn ical 
information  with other countries , and

• to assist in the design and imp lementa tion  of science  activ ities  and  programs 
ir. suppo rt of in tern atio nal  objec tives  of the United States.

Three  program elem ents  are included in this subactivity :
• The Coop erative Science program prov ides  suppor t for par tici pat ion  of U.S. 

scientists in bilatera l research programs with countries in Europe, Latin America, 
Asia, Africa, and Oceania; for exchange of scientists ; and  for cpllabo rative act iv­
ities to ass ist in b uilding science infr astr uctures in developing countries.

• The Scient ific Organizations  and Resources program prov ides  supp ort  for part i­
cipation of U.S. scientists in in ternational scientific organizations, and for studies 
and analyses relevan t to U.S. par ticipation in  these  orga niza tions and to NSF co­
ope rativ e science activities .

° The Inte rnation al Travel program prov ides  suppor t for the partic ipa tion of 
U.S. sc ienti sts in major  inte rnation al scien tific meet ings held  abroad.
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POLICY RESEARCH AND ANALYSIS
PROGRAM S UBACTIV ITY.......................................................... $6,650,000

Obligations by Program Element

Program Element Actual
FY1979

Budget
Request
FY1980

Current
Plan

FY1900
Estimate

FY1981
Difference
FY1981/BU

Socioeconomic Effects  of S& T ...................... . $1,112,225 $1,500,000 $1,400,000 $1,400,000
Inte rna tion al Economic P o li cy ...................... . —0— —0— —0— 750,000 $750,000
Innova tion  Processes and Their

Manag ement ................................................, 1,392,414 1,400,000 1,400,000 1.400,000 —o—
Envi ronm ent, Energy, and Re so ur ce s......... . 1,087,467 900,000 1,100,000 1,100,000 _ 0—-
Technology Assessm ent and Risk

A na ly sis ....................................................... 1,452,112 1,300,000 1,249,000 1,400,000 151,000
Special Reports and P ro je cts ........................ 414,815 700,000 600,000 600,000 —0—

T o ta l........................................................ $5,459,033 $5,800,000 $5,749,000 $6,650,000 $901,000

Objectives and Description

The prim ary goal of the Policy Research and  Analysis (PRA) subac tivity  is to 
increa se knowledge for decis ionmaking on public policy issu es which have science  
and  technology (S&T) content. The subac tivity  suppor ts ext ram ura l policy research 
and analysis  re lev ant  to S&T and assists in the application and  use  of such information  
by S&T decisionm akers and insti tutions involved with  S&T.

The activ ities of the Division are  derived from the policy  i nte res ts and needs of 
the National Science Foundat ion,  the Executive Office  of the President , and the 
Congress.  They include:

• Synthesizing the available knowledge and data relevan t to specific policy issues;
• Developing an im proved S&T informat ion base for  publ ic policy analys is;
• Conducting policy  analy ses  and assessing alte rna tive S&T policy options;
1 Enhancing the  Nat ion’s S&T policy rese arch ca pab ilit ies ; and
• Disseminat ing the in form ation acq uired and  ass imilated .

Significant Recent Achievements

The following are  exampl es of rec ent  ach ievemen ts of th e Policy Resea rch and 
Analysis subactivity .

The International Spread of  Innovat ions Via the Foreign Subsid iarie s of U.S.-Based 
Enterprises

This project, directed by Raymond Vernon of H arvard  University , reviewed the 
tra nsf er and diffusion  of 400 U.S. p roduct innovatio ns to overseas  affi liates by U.S.
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multinationals in the post-World War II perjod. The objective.was to assess the rate, 
direction.:and determinants of.technology transfer and diffusion through foreigndirect 
investment and foreign subsidiaries of U.S.-based firms. The project found that:

• R&D-intensive firms spread the production of innovations more quickly and 
widely in foreign locations than less R&D-intensive firms, and they use subsidi­
aries more frequently to produce the innovations than independent licensees.

• The number of new product lines produced abroad by subsidiaries increased 
in the 1970s, and the time between introduction of domestic production and for­
eign production has decreased.

• The diversification of products produced increased over lime, with high-tech­
nology parent firms placing more emphasis on low-technology product lines 
(outside their principal activity) and other parent firms moving into technologv- 
intensi.ve lines. v .‘
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National Aeronautical and Space Administration

WITNESSES

NORMAN R. AUGUSTINE, VICE PRE SIDENT , PUBLIC POLICY, AMERICAN
INSTITUTE OF AERONAUTICS AND ASTRONAUTICS 

DR. JERRY GREY, ADMINISTRATOR, PUBLIC POLICY, AIAA

Mr. Traxler. Our next witnesses are  Mr. Norman August ine and Dr. Jer ry  Grey, represent ing the  American Ins titu te of Aero­nautics and Astronautics .
Welcome, gentlemen. We will inse rt your prepa red stat ement  in the  record and you may proceed.
Mr. Augustine. Good morning  and tha nk you for calling on Dr. Grey, who is the Administrator for Public Policy of the American  Ins titu te of Aeronaut ics and Astronautics, and myself to appear before you. What  we would do with your permission is give a brief synopsis of our statement and we will provide it for the record as you suggested.
I believe you know that the  AIAA is an organiza tion of 29,000 engineers and scientis ts that are involved in all the technical disci­plines that are addressed in the aeronautics and space programs in this country. I would like to speak this morning  on both the  aero­nautics and space program, taking them in reverse  of t ha t order.I would begin by commending the  Administration  and the Sci­ence and Technology Committee for the ir strong support of the 

Space Shuttle program, which is clearly  the  keystone upon which we will build our space activities in the  decade ahead.
We would also encourage approval of the Science and Technology Committee’s $5 million addition to the  Shu ttle program for the long lead items on the  fifth orbiter, an investment we believe will pay off clearly  in the longer term.
Mr. Traxler. What were those long lead items?
Mr. Augustine. Principally things like large castings.
Mr. Traxler. The t itanium?
Mr. Augustine. Yes. Before going to the specific items in the budget that we would hope the  Committee could address, I would like to say tha t we, like your o ther  witnesses-----
Mr. Traxler. Let me tell you th at,  recognizing th e need, we have inserted those funds in the supplem ental.
Mr. Augustine. I thin k that is excellent. Tha t is very encourag­ing.
I would say that  we could recognize the  budgetary problems that this Committee, the Congress as a whole and the  Administration face in this  par ticu lar year. It is also our view, though, that  the very existence of future Federal budgets depends rat he r critica lly on industria l and commercial growth to provide the  jobs and the tax base to make any budget possible, and in this regard we believe 

that  science and technology is perhaps the  most essential single ingred ient in that  growth.
Many economists have indicated that perhaps half of the  growth in the  GNP since World War II has its origin in new technology. This is a view that  we share.
We would hope that  the principa l of zero-based budgeting could 

be adhered to, a principle which, as we understand it, says that
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each program should be judged on its individual meri ts and not on 
history  or any arb itra ry allocation practice, and it is within this 
framework t ha t our comments should be judged.

We would like to address the rein sta tem ent  of several key near- 
term  programs into th e fiscal yea r 1981 budget. Perhaps surpr ising ­
ly, the most urgent of these  is in the  area of solar system explora­
tion, where the inexorable time schedule of the  heavenly bodies 
dictates a tim e framework that  we have no way to affect.

In this  area,  the solar electric propulsion stage (SEPS) is a key 
element. It is a key element in several valuable missions, and 
part icula rly the close examination  of two comets, Halley and 
Tempel 2. Without a sta rt on this  important propulsion develop­
ment  in fiscal year 1981 we will see our capability to rendezvous 
with comets or asteroids slip fur the r into the future, and in the 
case of Halley, we lose a literally once-in-a-lifetime opportunity to 
make this rendezvous or flyby, since it won’t reappear in our 
vicinity for anothe r 80 years .

I would point out, though, that jus t as the Halley opportunity 
does not rest solely on SEPS, nei ther does the  justif ication for 
SEPS lie solely with the Halley mission. Rather,  SEPS does provide 
key performance advantages which are  not atta inab le with the 
cur ren t stages.

In the  space applications area , the  Science and Technology Com­
mittee has suggested a $30 million resto ration of t he Administra­
tion’s proposed budget cuts, a considerable part of that  in the area  
of an operational Landsat. Ju st as we have seen communication 
satel lites become a very viable business, a business that  is today 
paying its own way in terms of tax contribution in the  private  
sector, it is our view that  the remote sensing system such as 
Landsat would have at least  as great an economic prospect.

Finally, I would like to once again, as we did last year, express 
our concern about the level of support  provided the research and 
technology base. This is the  base on which the whole stru cture of 
our aeronautics  and space program depends. It is the base which is 
so easy to reduce because the  payoff is long te rm. The Administra­
tion’s recommended funding, cuts the  program in space research 
and technology by 16 percent in cons tant dollars this year, and the 
advanced programs effort in the Space Flight Operat ions Office is 
reduced by over 40 percent since l ast year.

To cite one example of the type of penalties  we pay for allowing 
support to decline in such areas is the lack today of an adequate 
global tran spo rt capability  for use of the  Shuttle . If the Shut tle 
does not have sufficient capacity or if in fact the Shu ttle is not 
available, many of the missions t ha t are contemplated for flight on 
the Shu ttle will be flown by other vehicles, principally possessed by 
other  nations. This is part icularly  ominous to us in that  at least 
one U.S. company in the last  year has booked space on Ariane,  the 
French-launched vehicle, and we expect several others to do so in 
the nea r future. Even the Soviet Union has now en tered  the com­
mercial launch  market.

I would like, lastly, to tur n to the  Aeronautics portion of the 
NASA fiscal year 1981 budget. By and large, we shar e the  views 
that were expressed by Congressmen Harkin and Goldwater. We 
note a decrease in the overall aeronautical research program, in
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the Adm inistration’s current budget proposal, about  21 percent 
when you allow for cur ren t inflation levels.

We note major inroads into the  commercial aircra ft marke t by 
foreign firms. The Commerce D epar tmen t has pointed out that  56 
percent of the  wide-bodied jets ordered abroad during the first  hal f 
of 1979 went to a  European supplier. This problem is not limited  to 
fixed-wing aircra ft. We are finding French and Ital ian firms 
making  major penetrations into the  trad ition ally  American-domi­
nated rotary-wing airc raft  market.

Mr. Traxler. Are those French-Italian firms privately owned, 
owned by the  government or is it a combination of both?

Mr. Augustine. It tends to be a combination to a considerable  
degree, and that has been one of the most difficult things for our 
industria l firms to contend with.

Dr. Grey. The European countr ies back the ir manufacturers , 
that  is, they provide loans and so on at very good rate s to custom­
ers all over the  world. They are providing a loan support that 
makes it attractive to even U.S. customers  to buy helicopters.

Mr. Traxler. We have sort of an equivalent in the  Export- 
Import Bank.

Dr. Grey. Tha t is right, but that  is a much more complicated 
process and also the loans are n’t qu ite as good. The other countr ies 
really offer good financing.

Mr. Traxler. It is interesting th at  th at  program is really not 
very popular in the  Congress. I thin k that  is because  the American 
industry has never really  communicated its impor tance very well.

Dr. Grey. I th ink  it  is important and I would hate to see it cut. It 
should be expanded. It is really  our equivalent  to the  foreign 
countries’ financial support of th eir  industries.

Mr. Augustine. It is terr ibly  importa nt from the  standpoint of 
balance  of payments. If my calcula tion is correct, the  export of one 
747 offsets about 10,000 imported Volkswagens so it has an enor­
mous leverage if we could m aintain our competitive stature .

I did want  to point out that  we a re pleased to note the stronger 
programs in advanced airc raft  and variable-cycle engine research 
that  have resulted from the  Congressional budget additions in last 
year’s budget, which of course this Committee supports.

The second area  of concern in the  aeronautics program in addi­
tion to the one I have mentioned on the  basic research and the 
basic technology effort is the need to accelerate  preparations for 
alte rnative  fuels in aviation. It goes without saying that  this  could 
become an extremely critica l ma tter  to not only aviation manufac­
turers  but to our transportat ion system as a whole and the  jobs 
that  are dependent thereon.

We recommend as a specific item that  as the  airc raft  energy 
efficiency program phases out, th at  a new program be star ted 
which is a multi-year alternative  aviation fuel utilization program. 
Included in such an effort would need to be propulsion research 
and testing to help accommodate coal-derived and shale-derived 
liquid hydrocarbons for aviation fuel. In addition, the re is also an 
inevitable transition that  we will face, certainly  well into the  
futu re but nonetheless very important,  to the use of cryogenic fuels 
for aircraft, and tha t, too, could be addressed by such a program.
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In conclusion, the Chairman of th is Committee pointed out in a 
speech about two years ago that  at th at  time 75 percent of the 
Federal  budget is uncontrollable in the  sense that  it is mostly 
involved in enti tlem ents  and rela ted programs. Today, if my calcu­
lation is correct, the number is closer to 83 percent. As a conse­
quence, the  17 percent that remains is the  part that necessarily 
gets squeezed in an effort to balance  the  budget, and it is this  17 
percent in which NASA’s budget is wholly found.

It would seem that  if we are  indeed to provide the technological 
seeds t ha t are  needed to insure a healthy  growing tax-paying com­
mercial activity in this country, that  our cur ren t process of squeez­
ing jus t that  remaining  17 percent is killing the goose that  is 
laying the golden eggs. Although it may seem very self-serving for 
us to argue  that  the  NASA budget should be reins tated, in view of 
the deep cuts that  are being made in many areas of t he Federal  
budget, we do believe that these actions are  essential, and this type 
of support is essentia l, if indeed we are to have a budget that  we 
can seek to balance in future years.

Dr. Grey and I thank you for your attention and we would be 
happy to answer any fur ther questions th at  you might have.

Mr. Traxler. Last summer or early  fall I a ttended a conference. 
The theme of the  conference was exploring the possibilities of 
establishing academic and government-industrial research centers. 
It would probably be located on selected college campuses, univers i­
ty campuses, in which you would cluster various research facilities 
relat ing to specific industries. I don’t know whether we are pro­
ceeding with that  or if anything  is necessarily  happening in tha t 
direction, but  wha t are some of the thoughts of the people in the 
aerospace indus try and the aeronautics indus try on that  kind of 
approach to some of the research problems that  we have?

Dr. Grey. I thin k that program is in the  Department of Com­
merce. It was recommended by the  Department of Commerce, and 
it is actua lly a fine program for generating what  we call basic 
research or gener ic research of subjects.

Mr. Traxler. Yes.
Dr. Grey. Many of the  things we a re addressing here  are  really 

applications of th at  research , applied technology and development 
programs, so you rea lly need to supplement t ha t kind of an activity 
with something which is much more specific, a nd in fact one of the 
items that Mr. Augustine  passed over in our talk  here but  which is 
in the prepared testimony is that  the AIAA is part icula rly trying 
to get funding from private indust ry, the  Fortune 500 companies, 
to accelerate the  implem entation of some of thi s research into the 
commercial marke tplace  again aimed at overall economic develop­
ment  of th e U.S. We thin k that  is a very important program and 
one that  deserves strong support. We have gone to NASA and 
asked for some financial support in helping to get that  going.

Mr. Traxler. In the tran sfer of th e basic research?
Dr. Grey. Tha t is right. There  is an awful lot of information 

available  today not being utilized in the commercial sector, and we 
are trying to accelerate the use of tha t information. NASA’s tech­
nology utilization program, which is one of the  ones we thought 
you ought to reinstate, does th is to a very good degree, but, again, 
it needs further  expanation. This is perhaps  one of the most impor-
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tan t areas in utilizing the investment that  the  taxpayer has made 
in NASA technology today.

Mr. Traxler. I want to thank you gentlemen.
Dr. Grey. I wanted to mention on your discussion of the  Export- 

Import Bank, Boeing’s president in the ir financial  repo rt has 
stated, “Their  lack of adequate financing was part icularly  impor­
tant  in the  problems that  Boeing faces,” and Boeing is one of th e 
good companies, and the  fact that they  have 60 to 70 percen t of the 
sales overseas.

Mr. Augustine. Thank you very much.
Mr. Traxler. They are not getting the ir message across to the 

Congress.
Dr. Grey. We will try harder  next time. Thank you.
[The sta tem ent  follows:]
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Statement o f Norman R. Au gu stine , Vice Pre side nt , Pub lic  P o licy , American
In s ti tu te  o f Aeron au tic s,  accompanied by Dr. Jerr y  Grey,  A dm in is tr a to r,  Pu bl ic P o lic y.

We again welcome the opportunity to appear before this Sub­

committee to express our views on the FY 1981 NASA budget and its 

implications. As you know, the AIAA's membership of 29,000 indivi­

dual engineers, scientists, and students includes all the technical 

disciplines involved in the U. S. aeronautics and space programs, 

and a number of our Technical Committees have studied various aspects 

of these programs in some detail.
I will speak first on the space program, and then on aeronautics.

First of all, we must commend the Administration and the Science 

and Technology Committee for their strong support of space shuttle 

development, and we urge the endorsement by this Subcommittee of 

both the FY 1980 supplement and the increased level of shuttle 

funding recommended for FY 1981. The shuttle is the keystone of 

this nation's space future, and its successful development and utili­

zation are essential to the realization of the many benefits which 

the people of the United States and the world will reap from future 

space activities. We further urge approval of the Science and Tech­

nology Committee’s $5 million addition for long-lead items for the 

fifth orbiter, now well recognized by both NASA and the Department of 

Defense as being needed to sustain the projected level of launch 

activity in the 1980's and beyond.
Before discussing other specific items in the FY 1981 NASA budget,

I want to assure you that we fully recognize the budgetary problem 

faced by both the Congress and the Administration in these trying times. 

We realize, of course, the urgent need to strive for a balanced over-
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a l l  f e d e r a l  b u d g e t , an d  t h e  i m p r a c t i c a l i t y  o f  fu n d in g  a l l  p ro g ra m s 

t h a t  may  be  o f  v a lu e  in  one way o r  a n o th e r .  B u t we a l s o  r e c o g n iz e  

t h a t  th e  v e r y  e x i s t e n c e  o f  f u t u r e  f e d e r a l  b u d g e ts  d ep en d s  c r i t i c a l l y  

on  i n d u s t r i a l  an d  co m m erc ia l g ro w th , i n  w h ic h  t h e  d e v e lo p m e n t o f  new 

s c ie n c e  and  te c h n o lo g y  i s  p e rh a p s  t h e  m o st e s s e n t i a l  i n g r e d i e n t .  Some 

ec on om is ts hav e in d ic a te d  th a t  50% o f th e  gro wth in  CMP si nce  World War I I  i s  a t t r i ­

bu ta b le  to  new te ch no lo gy . The A dm in is tr at io n ha s in de ed  espo used  th i s  vi ew po in t in  

re c e n t p o li cy  st a te m ents  on re se arc h , d e v e lo p m e n t,  an d  t e c h n i c a l  i n n o v a t io n .

F u r t h e r ,  t h e  l e v e l s  o f  fu n d in g  r e q u i r e d  t o  i n i t i a t e  t h e  e f f o r t s  w ho se  

a b s e n c e  fr om  t h e  FY 19 81  b u d g e t m o st  c o n c e rn s  u s a r e  m o d es t in d e e d .

In  v ie w  o f  t h e i r  c o n s id e r a b l e  p o t e n t i a l  im p a c t on  o u r  econom ic  f u t u r e ,  

i t  se em s w is e  t o  p r o v id e  f o r  th em . Th e p r i n c i p l e  o f  z e r o - b a s e  b u d g e t ­

in g  i s  t h a t  e a c h  p ro g ra m  be ju d g e d  on  i t s  i n d i v i d u a l  m e r i t s  ( e . g . ,  

i t s  p o t e n t i a l  r e t u r n  on  e a c h  d o l l a r  s p e n t ) , r a t h e r  th a n  on  an y h i s ­

t o r i c a l  o r  o t h e r  a r b i t r a r y  a l l o c a t i o n  p r a c t i c e ,  and  i t  i s  w i th in  t h i s  

c o n te x t  t h a t  we b e l i e v e  o u r  s u g g e s t io n s  s h o u ld  be  c o n s id e r e d .  I  w i l l  

r e t u r n  l a t e r  t o  a f u r t h e r  d i s c u s s i o n  o f  t h e  c r i t i c a l  econom ic  im p o r­

ta n c e  o f  new  s c i e n c e  and  te c h n o lo g y .

W it h  t h e s e  t h o u g h ts  in  m in d , we s u g g e s t  t h a t  t h i s  S u b co m m it te e  

e n d o r s e  th e  r e i n s t a t e m e n t  o f  s e v e r a l  key  n e a r - t e r m  p ro g ra m s w ho se  

d e l e t i o n  fr om  th e  FY 19 81  b u d g e t w i l l  p r e j u d i c e  o u r  p r o g r e s s  in  r e a l i ­

z in g  t h e  f u l l  p o t e n t i a l  o f  s p a c e . P e rh a p s  t h e  m o st  u r g e n t  o f  t h e s e ,  

s u r p r i s i n g l y  e n o u g h , a r e  in  s o l a r  sy s te m  e x p l o r a t i o n ,  w h ere  t h e  i n ­

e x o r a b le  m ove m en ts  o f  th e  h e a v e n ly  b o d ie s  d i c t a t e  a t im e  s c h e d u le  

beyond  o u r  a b i l i t y  t o  c o n t r o l ,  an d  w here  t h e  b e n e f i t s  w h ic h  a c c r u e  

t o  t h e  n a t i o n 's  ec onom y,  a l th o u g h  d i f f i c u l t  t o  q u a n t i f y  in  th e  s h o r t  

te rm , a r e  l i k e  a l l  b a s i c  r e s e a r c h  in d e e d  t a n g i b l e .  The development  o f  a 

s o la r - e le c t r ic  pro pu ls io n st age (SEPS) i s  a key  elem en t in  one  o f th e  p o te n ti a ll y  most
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valuable scientific studies open to us: the close examination of 

two comets —  Halley and'Tempel 2 —  in a single mission, including 

a rendezvous with one of them. Without a start in FY 1981 on this 

essential propulsion development, we once again postpone our capability 

to rendezvous with comets or asteroids and to follow up our current 

outer-planet missions. Furthermore, we lose much of the impetus 

and support for the (literally) once-in-a-lifetime opportunity: 

Halley's comet won't return again for about eighty years. We suggest 

that this Subcommittee support the preparation by NASA of a Halley 

mission plan for FY 1982, no matter what the disposition of the SEPS 

issue.
But just as the Halley opportunity does not rest solely on SEPS, 

neither does the justification for SEPS lie only with Halley's comet 

( as was carefully noted by the Science and Technology Committee) , 

although they do constitute a fortunate and effective symbiosis.

Our Technical Committee on Electric Propulsion has pointed out that 

the postponement of development of an operational electric propulsion 

system will result in a substantial erosion of the nation's capability 

—  read "skilled people" —  in this technology, which is essential to 

many space activities projected for the future. Besides comet rendez­

vous missions in general, which are possible only with the use of 

high-performance propulsion capability like that of the SEPS, prospec­

tive missions which would be extremely difficult to accomplish with­

out electric propulsion include multiple asteroid exploration and 

rendezvous and a tour of Saturn and its moons. Further, SEPS techno—
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logy is needed for orbital transfer of heavy military payloads and 
of many projected applications satellite missions; e.g., multipurpose 
geostationary platforms, orbital antenna farms and, should they 
eventually prove viable, satellite power stations. SEPS provides key 
performance features not attainable with current orbit transfer stages, 
especially for planetary and other high-energy missions; e.g., factors 
of two or more in payload mass, reduced mission risk, wider launch 
windows, and lower overall operational costs. We will eventually 
develop SEPS; postponing it only adds to the ultimate cost. The SEPS 
is ready for development to operational status, and the relatively 
small ($12 million) cost of initiating that development in FY 1981, 
as recommended by the Science and Technology Committee, is more than 
warranted by the potential return. Besides, the Committee suggested 
that its cost be counterbalanced by deferring the 3-stage IUS planetary 
launch system, a move which does not introduce serious program delays, 
thereby reducing the FY 1981 budget by $10 million.

SEPS development has yet another implication: its synergism with 
the shuttle Power Extension Package (PEP) and Power Module, both of 
which have been reinstated in the Advanced Programs budget by the 
authorization committee. It is generally recognized that these support 
services for the shuttle will be needed sooner rather than later (the 
PEP indeed is said to be a requirement for early defense missions 
slated for the shuttle). Again, the relatively small additional FY 
1931 funding required to initiate the 25-kW-level solar array develop­
ment common to all three of these important systems would appear to 
be highly cost effective, as was pointed out by the authorization
committee.
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The space science area, as you know, has suffered most seriously 

as a result of the effort to balance the budget. We regret but re­

cognize the need to postpone the International Solar Polar Mission, 

not only because of its considerable scientific value but also be­

cause it represents one of the few current efforts in international 

cooperation. The European Space Agency, fortunately, has agreed to 

accept the delay, at considerable cost to their own total program 

effort. We sincerely hope this program will suffer no additional

deferrals.
The authorization committee has requested full or partial re­

instatement of most of the other cuts recommended by the Administration 

in space science. Again, it always seems relatively easy to defer 

such programs, since their return is rarely in the short term. But 

future-year budget-balancing will be no easier than it is in FY 1981, 

and every deferral or stretchout we impose will increase the total 

cost of these extremely important scientific studies. History tells 

us clearly that they will have as-yet nonquantifiable but unquestion­

ably significant impact on our future economic well-being. We hope 

your committee will support these reinstatements.

Space Applications constitute one direct return on the govern­

ment's past investments in space science and technology. The Science 

and Technology Committee has suggested a total of $30 million in re­

storations .to the Administration's proposed budget cuts in this area, 

including $9.3 million in the extremely important "new start” of an 

operational Landsat system, which had been wholly deferred by the 

Administration. We believe that every year this particular program
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is postponed will lose the U. S. a significant economic return.
The satellite communications industry is now "paying its way" in 
the tax-paying private sector; satellite remote sensing systems 
have even greater economic promise, aside from their incalculable 
value in conservation of natural resources, protection of the environ­
ment, and innumerable societal benefits. We hope you will concur 
with this reinstatement.

Two other programs of some importance in the Space Applications 
area are Technology Utilization/Technology Transfer and Materials 
Processing in space. We strongly support the authorization committee's 
restoration of the $6 million cuts in the former, and we hope you 
will too. Indeed, the AIAA itself, recognizing the need for commer­
cializing the considerable body of invaluable aerospace technology 
generated by NASA and its contractors over the past decades, has 
begun a major effort to accelerate this process through its new 
Corporate Associates program, aimed at the Fortune 500 companies. A 
brief description of that program is attached to this statement; perhaps 
it could be included in the record as an indication of the great po­
tential value we place on this action.

Materials Processing is one of the key areas of perennial neglect 
in the NASA budget. The space environment provides unique opportuni­
ties for processing materials in such diversified areas as solidifica­
tion and crystal growth, containerless processing, and. fluid and 
chemical processing. Methods need to be developed to enhance control 
over the composition, structure, and morphology of materials produced.
Applications range from the casting industry, where material proper-
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ties can be enhanced by controlling structure, to infrared detector 
materials where compositional control is important. The merit of a 
strong technological base in this area can, therefore, be recognized 
directly in terms of future economic return.

The FY 1981 budget for materials processing in space, in current 
year dollars, has remained essentially constant over the last three 
years (an effective 20% drop in real terms). The Administration's 
proposed budget of $22.2 million is divided between applied research 
and data analysis and shuttle/Spacelab payload development. Although 
the budget allocation for ground-based research and development has 
been increased to $11.7 million (from $4.5 million in FY 1980), a 
corresponding decrease was made in the shuttle payload development 
funds and no budget was allocated to short-duration flight facilities. 
As you know, in the past we have strongly emphasized the need to 
build and strengthen the technology base - an objective NASA is 
trying to achieve by allocating over 50% of its available funds to 
the less expensive ground-based testing. Ground-based testing, however, 
is limited. At present, ground-based experiments provide only a few 
seconds of microgravity. The shuttle will provide microgravity ex­
posure on the order of days when it becomes available, and intermediate 
capabilities are available which could be used for further experimental 
verification. Short-duration flight facilities such as aircraft ano 
sounding rockets provide up to six minutes in a low-g environment.

Because of the far-reaching scientific and commercial implications 
for space materials processing, we would like to express our concern 
over the low level of support being given in this area. In order to
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utilize the future shuttle experimental packages to their maximum 
potential, additional funds are required to not only develop new 
areas of interest but to develop more extensive intermediate test 
capabilities. This deficiency, as you know, was recognized by 
the General Accounting Office (GAO), which suggested doubling or 
tripling support in this area just "to maintain parity" with the 
booming European, Soviet, and Japanese space processing research 
programs. As an example, only nine U. S. experiments have been 
selected for Spacelab; the European Space Agency has already funded 
thirty-nine. It is not necessary to reiterate the lead the Soviets 
gained in their two years of Salyut operations; further, GAO has 
reported that about 350 Soviet scientists are currently engaged in 
this area. The future economic impact of this difference in emphasis 
could be ominous. The small increment recommended in this area by 
the Science and Technology Committee (§2.7 million for an additional 
experiment) should certainly not be deleted.

Finally, we must —  again! —  express our concern about the 
low level of support alloted to the research and technology base Upon 
which the whole of our space future depends. This is reflected pri­
marily in two areas: space research and technology (in the Office of 
Aeronautics and Space Technology), in which the Administration's 
recommended funding drops from FY 1980 by 16% in constant dollars, 
and Advanced Programs (in Space Flight Operations), which drops from 
$13 to $8.8 million in current dollars —  a real decrease (including 
inflation) of over- 40%. We urge you to support the authorization 
committee's restorations in both these budgets.

63-277 0 - 8 0 - 3



As an example of the penalties we pay for allowing support to 

decline in these key areas, X cite still another space propulsion 

shortcoming, as I did last year. The lack of adequate orbital trans­

fer capability for the shuttle continues to plague the plans for its 

effective utilization in defense, in space science (the Galileo 

launch problems are the most recent manifestation), and in reimburs­

able commercial satellite emplacements in the geostationary orbit.

This latter category is of considerable concern to us; many of the 

communication satellite systems which constitute the principal source 

of current industrial activity in space have as-yet unsatisfied needs 

for launching into the geostationary orbit in the next five years.

If the shuttle is not available or does not have sufficient capacity, 

many of those missions may be launched by other nations. A prime 

example is the European Space Agency's Ariane, which offers launch 

capability where neither the shuttle nor the Atlas-Centaur will be 

available. It is particularly ominous that at least one United States 

company has already booked space on Ariane, and several others will 

probably follow suit. Even the Soviet Union has entered the commercial 

launch market, by offering to orbit a maritime satellite (MARECS-C) 

for the European Space Agency.
In this regard our Technical Committees on Liquid Propulsion 

and Space Systems are generating a position paper (a copy will be sub­

mitted to the Subcommittee as soon as it is released) identifying a 

number of problem areas and needs for increased emphasis on propulsion 

research and development for the 1980's. They cite, for example, the 

exorbitant costs associated with the procurement of rocket components
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a s  o ne  c o n s e q u e n c e  o f  th e  e r o s io n  o f  t h e  i n d u s t r i a l  b a s e  in  t h i s  

a r e a ,  t r a c e a b l e  i n  p a r t  t o  t h e  l a c k  o f  ad v a n c e d  p r o p u l s io n  te c h n o lo g y  
e m p h a s is  i n  th e  U. S . sp a c e  p ro g ra m . Th e a u t h o r i z a t i o n  c o m m it te e  

w is e ly  r e c o g n iz e d  t h i s  n eed  by  a d d in g  $3 m i l l i o n  f o r  i t  i n  th e  

O f f ic e  o f  A e r o n a u t ic s  an d S pace  T ech n o lo g y  r e s e a r c h  an d  te c h n o lo g y  
b a s e .  We hope you w i l l  s u p p o r t  i t .

I w i l l  now  tu r n  t o  t h e  a e r o n a u t i c s  p o r t i o n  o f  t h e  NASA FY 19 81  
b u d g e t p r o p o s a l .

We c o n t in u e  t o  b e  c o n c e rn e d  w i th  t h e  p a u c i ty  o f  f e d e r a l  r e s e a r c h  
an d  d e v e lo p m e n t s u p p o r t  o f  a te c h n o lo g y  w h ic h  b r in g s  t h i s  n a t i o n  so  
l a r g e  a c o n t r i b u t i o n  to  i t s  ec onom ic  w e l l - b e i n g ,  i  d o n 't  need  t o  

rem in d  t h i s  S u b co m m it te e  o f  th e  c o n s id e r a b l e  f r a c t i o n  o f  o u r  g r o s s  

n a t i o n a l  p r o d u c t  g e n e r a te d  by  th e  U. S. a v i a t i o n  i n d u s t r y ,  a n d , p e r ­
h a p s  ev e n  m or e s i g n i f i c a n t ,  i t s  s i z a b l e  c o n t r i b u t i o n  to  o u r  b a la n c e  

o f  pay m en ts  o v e r s e a s .  Our  c o n c e rn  t h i s  y e a r  i s  f u r t h e r  e x a c e rb a te d  
by  tw o f a c t o r s :  t h e  d e c r e a s e  in  o v e r a l l  a e r o n a u t i c a l  r e s e a r c h ’ r e f l e c t e d  

i n  th e  A d m i n i s t r a t i o n 's  c u r r e n t  b u d g e t p r o p o s a l  (w h ic h  am oun ts  t o  a 
s i z a b l e  21% a l lo w in g  f o r  c u r r e n t  i n f l a t i o n  l e v e l s ) , and  t h e  m a jo r  

in r o a d s  o f  new  f o r e i g n  co m m erc ia l a i r c r a f t  i n t o  w h a t h a s  c l a s s i c a l l y  

b een  a U. S .- d o m in a te d  o v e r s e a s  m a rk e t . Th e D e p a r tm e n t o f  C om m er ce 's  
r e p o r t  "U. S. I n d u s t r i a l  O u tl o o k  19 80 " n o t e s  t h a t  56% o f  th e  w id ebody  
a i r c r a f t  o r d e re d  a b ro a d  d u r in g  th e  f i r s t  h a l f  o f  19 79  w e n t t o  a 

E u ro p ean  s u p p l i e r ,  a c l e a r  i n d i c a t i o n  o f  m a jo r  m a rk e t p e n e t r a t i o n .

DOC n o te s  t h a t  "O ne an sw er may be  m or e g o v e rn m e n t in v e s tm e n t  in  b a s i c  

r e s e a r c h  and  d e v e lo p m e n t" , an  an sw er c l e a r l y  a t  v a r i a n c e  w ith  t h e  

p ro p o s e d  FY 19 81  b u d g e t t r e n d .  I t  shou ld  a ls o  he  no te d th a t  th e  in ro ad s be in g 

made in to  th e  co ti rrer ci al  a i r c r a f t  marke t by European  m an uf ac tu re rs  a re  by no means
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li m it ed  to  fi xed  wing a i r c r a f t .  European fi rm s,  p a r t ic u la r ly  in  Fran ce  and I ta ly , 
a re  now making penetr a ti o n s in to  th e  t r a d i ti o n a l ly  Am erican -do min ated ma rket fo r 
ro ta ry  wing  a i r c r a f t .

Th e m o st  r e c e n t  NASA 5 - y e a r  p la n  d o e s  r e f l e c t  a c o n s id e r a b l e  

e f f o r t  t o  move i n  t h i s  d i r e c t i o n  ( i t  d o u b le s  th e  FY 19 80  a e r o n a u t i c a l  

R&D b u d g e t by  FY 1 9 8 4 ) , b u t  t h a t  d e s i r a b l e  t r e n d  i s  c l e a r l y  s u b v e r te d  

by  t h e  FY 19 81  p r o p o s a l ,  w h ic h  i s  a lm o s t  $60 m i l l i o n  s h o r t  o f  t h e  p l a n 's  

p r o j e c t i o n  f o r  t h i s  y e a r .

We d o , h o w ev er,  com men d th e  p r o j e c t e d  $ 1 2 .1  m i l l i o n  g ro w th  in  

t h e  r e s e a r c h  and  te c h n o lo g y  b a s e  ( a l th o u g h  i t  d i s a p p e a r s  a l t o g e t h e r  

wh en th e  c u r r e n t  i n f l a t i o n  r a t e  i s  t a k e n  i n t o  a c c o u n t ) , b u t  a r e  d i s ­

tu r b e d  by t h e  i m p l i c a t i o n s  o f  th e  $ 4 3  m i l l i o n  d ro p  c a u s e d  by  t a i l o f f  

o f  t h e  A i r c r a f t  E n erg y  E f f i c i e n c y  p ro g ra m , a p o i n t  I  w i l l  r e t u r n  to  

l a t e r .  We a r e  a l s o  p le a s e d  t o  n o te  t h e  s t r o n g e r  p ro g ra m s in  ad v an ce d  

r o t o r c r a f t  an d  v a r i a b l e - c y c l e  e n g in e  r e s e a r c h  w h ic h  r e s u l t e d  fr om  

C o n g r e s s io n a l  b u d g e t a d d i t i o n s  i n  FY 19 80  (b o th  o f  w h ic h  we s u p p o r te d  

i n  o u r  te s t im o n y  b e f o r e  t h i s  S u b co m m it te e  l a s t  y e a r ) , a lo n g  w i th  th e  

p ro m is in g  r e s e a r c h  a c t i v i t y  on  s u p e rc h a rg e d  d i e s e l  e n g in e s  an d  a c o u s t i c  

lo w -sp e e d  p r o p e l l e r s  f o r  sm a ll  g e n e r a l - a v i a t i o n  a i r c r a f t .

A lt h o u g h  we m ig h t co mment on  a nu m ber  o f  o t h e r  a r e a s  i n  th e  

b u d g e t p r o p o s a l  ( e . g . ,  t h e  l a c k  o f  e f f o r t  i n  ad v a n c e d  s e c o n d -g e n e ra ­

t i o n  c o m p o s it e  m a t e r i a l s  an d th e  c o n t i n u i n g ,  a p p a r e n t ly  u n re c o g n iz e d , 

need  f o r  a m a jo r  n a t i o n a l  a e r o - a c o u s t i c s  t e s t  f a c i l i t y ) , we w i l l  d e ­

v o te  o u r  l i m i t e d  ti m e  h e r e  to d a y  t o  tw o s u b j e c t s  t h a t  we b e l i e v e  to  

be o f  k ey  im p o r ta n c e :  a v io n i c s  r e s e a r c h  and  d e v e lo p m e n t a n d , p e rh a p s

ev e n  m or e c r i t i c a l ,  th e  u t i l i z a t i o n  o f  a l t e r n a t i v e  f u e l s .  A l­

th o u g h  we h av e  r a i s e d  t h e s e  p o i n t s  y e a r  a f t e r  y e a r  in  o u r  te s t im o n y , 

th e y  h av e  b o th  now r e a c h e d  c r u c i a l  l e v e l s  o f  im p o r ta n c e , an d n eed  to  

be d e a l t  w i th  in  f a r  m or e d e p th  th a n  i s  p o s s i b l e  w i th in  th e  p r e s e n t
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for FY 1981.
Our second area of concern is, as I have stated, perhaps even 

more critical: the need for accelerating preparations for alternative 

fuel utilization in aviation. We do not, of course, suggest that 
NASA undertake the Department of Energy's role in developing sources 

for alternative fuels, but the economic and supply problems associated 

with the use of Jet-A and aviation gasolines derived from natural 

petroleum are growing so rapidly that emergency preparatory action 

aimed at facilitating their ultimate replacement is essential.

We therefore recommend that as the Aircraft Energy Efficiency 

(ACEE) program phases out, it be supplanted by a multi-year Alternative 

Aviation-Fuel Utilization program. Such a program would need to ex­

pand by several orders of magnitude the currently planned NASA effort 

in this area over the next five to seven years. Included in such an 

effort would be not only the propulsion research and testing required 

to accommodate coal-derived and shale-derived liquid hydrocarbon fuels, 

but also the major aircraft and systems technology efforts needed to 
prepare for the future —  but, in our minds, inevitable —  utilization 

of cryogenic fuels for aircraft.
In view of these circumstances, and particularly the key role 

the aviation industry plays in the nation's economic strength, we 
believe the Science and Technology Committee's restoration of $20.5 

million to the overall Aeronautical Research and Technology revised 

budget proposal is commendable but should have been much greater.

We hope you will support this increase.
This brings me to what is perhaps the most important aspect of
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FY 1981 an d subsequent-year budget pr oj ec ti on s.

The current fu ror  over air traf fi c cont ro l has highlighted 

se ve ral spec if ic  technology needs. In a recent article in Astro nau ti cs  

& Aeronautics (December 1979), the AI AA 's Te chnical Commit tee  op 

Aircraft Operations strongly recommended a more ac tiv e role  for the 
pilo t in ai r traffic co ntr ol  ope ra ti ons . Th e te ch nological ke ys  to 

inc re asing pilot participation are Co ckpit Di splay of  Tr af fi c In forma­

tion  (CDTI) and Head-Up Display (HUD) , tw o ar ea s in which NA SA  has 

spe arheaded the research and development ef forts ap pli cable to civil 
avia ti on , particularly th e use of  simu la to rs . Ou r Te chn ic al Co mmi tt ee 

has sug gested a major in cr eas e in NA SA 's  ef forts in th es e areas, and 

al so  in the closely re lated NASA research programs in in te gr ate d 

avi onics syste ms  for gene ra l aviation and in the terminal-configured

vehicle  studies aimed at improving operations in and around airports. An additional 
fruitful area for enhanced avionic research would be fault-tolerant digital engine 
controls.

We recogni ze th at  th er e has be en some  confusion in the pa st  be­

twee n N ASA's and the FA A' s role s in the re se arch and development as ­

so ci ated wi th air traffic cont ro l te ch nology and systems. The abov e-  
mentioned ar eas are, ho we ve r,  th os e in w hich NASA's st rength has be en  

wel l de mo ns tra te d, and we stro ng ly  co nc ur  with NASA's ow n Ae ronautics 

Advisory Committee in ur gi ng that  "an explicitly written po licy sta te­

ment (is) requ ir ed " to de fine NASA's ro le in th es e cri tic al  areas, 

partly to fo re st all im plications that su ch  research sh oul d no t be 

conducted by NASA. Bo th the AI AA 's Technical Co mmittee an d the NASA 

Aeronautics Advisory Committee su gge st su bs tantial in cr ea se s in NA SA 's  

avi onics research budg et ; e.g., do ub le or tr ip le  the plan ned  $9 mi llion
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the entire NASA budget, overriding the detailed questions as to 
which programs to cut and which to support: the intrinsic value 
of research and technology activities to the nation's overall well­
being. Many people still ask why we should spend any money on such 
"frivolous" matters as space and aeronautics when we still haven't 
solved our societal problems here on Earth. The answer to that 
important question, of course, lies in the fact that all our social 
programs —  the Federal entitlement programs —  are funded by tax 
revenues. Such revenues are generated by commercial and industrial 
activities paying corporate and personal income and other taxes.
Any real growth in the tax base depends directly on new industrial 
growth, and new technology is one of the key factors in developing 
that growth. I have already cited one example -- the U. S. aviation 
industry. Another is the burgeoning communication satellite industry: 
current annual revenues from tax-paying private-sector satellite com­
munications services are already around a billion dollars worldwide, 
and growing by leaps and bounds —  a direct result of NASA-supported, 
research and development in the sixties. I could cite many more 
examples.

But you yourself, Mr. Chairman, pointed out in a speech you 
gave about two years ago to the American Association for the Advance­
ment of Science that over 75% of the Federal budget is uncontrollable, 
mainly due’to the growth of the Federal entitlement programs. Thus 
any effort to balance the budget, as you have stated, can squeeze 
only the remaining 25%, which includes all of NASA's allocation.
If indeed NASA and the other advanced-technology Federal programs
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carry the technological seeds needed for tax-paying commercial and 
industrial expansion, this process is killing the goose that lays 
the golden eggs. Hence although it may seem self-serving for us to 
argue that NASA budget cuts should be reinstated in the face of such 
strong and justifiable pressure to balance the budget, we believe 
that these actions are essential to ensure that in future years we 
will have a budget to balance.

Thank you again for the opportunity to express our views to 
your Subcommittee members. I reiterate our recognition of the 
difficult task you face in setting a practical limit on federal ex­
penditures, but I also reiterate our point that the relatively small 
additions we have cited are critical to the generation of hard economic 
benefits in both the near and distant future, and that it would be 
penny wise and pound foolish to curtail them.

Dr. Grey and I will be pleased to answer any questions you may

have.
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National Science Foundation

WITNESS

DR. ARL ISS L. ROADEN, PRESIDENT, TEN NES SEE  TECHNOLOGICAL UNI­
VERSITY, REPRESENTING THE AMERICAN ASSOCIATION OF STATE
COLLEGES AND UNIV ERSITIES

Mr. Sabo. Our next  witness is Dr. Roaden, Pres iden t of the  Tennessee Technological University, represen ting the  American Association of State  Colleges and Univers ities.
Dr. Roaden, welcome.
Dr. Roaden. Than k you, Mr. Chairm an. I am very pleased to be here, Mr. Chairman. I am here  speaking  on behalf of th e American Association of State Colleges and Universities  rela tive  to the budget of the  N ational Science Foundation, par ticu larly that  of the  Science Educa tion Directora te.
The American Association of State Colleges and Universities is comprised of 338 member colleges and unive rsities throughout the country, and those include five from your State of Michigan, sir.We have a combined enrollment of 2.5 million students , and this represen ts approximately 45 percent of all the  baccalaurea te de­grees awarded  by public colleges and unive rsities and about  40 percent of all the  bacca laureate  degrees awarded by a ll the  ins titu ­tions in the  country. Many of our member instutions have devel­oped outs tanding programs in gradua te education , with  opportuni­ties in research, but our prim ary objective is high quality under grad uate  instruction , and for that  reason  the  Science Education Direc torate  programs are  terr ibly  imp orta nt to us because our AASCU inst itutions do play a major role in the  national science effort.
The Science Education Directora te supplies much-needed funds for our undergraduate  programs in science education.  Because these funds are so fundamental  to our insti tutions, we are  dis­tressed  about the decline, the  steady decline of funds for science education  in recen t years. Science educat ion reached a high mark in 1968, because of the excitement created by Sputnik. Tha t year  the  budget rose from $60 million in 1960 up to  $130 million in 1968, but  i t has been on a steady decline since then , and now is receiving barely one-thi rd of the  amount of money that  was the  case in 1970.Not only is there a decrease in cons tant dollars which I jus t described, but  also the re is a decrease in the  proport ion of the National Science Founda tion budget. Thirteen years  ago the  sup­port for basic resea rch in science education was about  equally divided, but  now science education represen ts less tha n one-tenth of the tota l of that  for basic research in the  budget.
I want  to stat e very clearly  and unequivocally th at  I am not advocating a decline in the  support of basic research. Certa inly that  would be unwise, and others who follow me will be speaking more directly on beha lf of grad uate  education research, but  my comments  today per tain  to science education par ticu larly at the  undergraduate level.
We think that  ther e is an imp orta nt rela tionship  and interdependence between resea rch and science educat ion, and this  interdependence was recognized when the  National  Science Foun-



40
dation was charged by Congress to develop and encourage the 
support of nation al policy for the  promotion of basic resea rch and 
education in the  sciences.

There has developed, however, an imbalance between basic re­
search and science education, and at  no time has this imbalance  
been manifested more clearly  tha n in the  fiscal year 1981 budget 
proposals.

The Jan uary budget request of Pres iden t Car ter increased the 
National Science Foundation budget by 15.5 percent over fiscal 
year 1980, and increased science education by 9.6 percent. With the 
proposed cuts, however, from the  Janu ary  budget to the  March 
budget, NSF’s to tal research and development would still grow by 
about 10.6 percent, but science education would be 3.2 percent less 
than the  1980 budget. This, of course, would have a significant 
impact on a good number of our programs.

One program, the  Science Educat ion Resources Improvement 
Program,  the  reduction was 15.4 percent below th e 1980 level, and 
to fur the r compound these problems, fiscal year  1981 revised 
budget included $5 million in rescissions in science education pro­
grams. Tha t would eliminate  the  $3.4 million ISEP program, In­
struc tiona l Scientific Equipment, as well as reduce two others, and 
I am encouraged that  this subcommittee has voted to deny the 
rescission as such.

I recognize these  are troublesome economic times, and our col­
leges and univers ities are  well aware of the  impact of inflat ion and 
the  need for belt-tightening , and as a university president I am 
forced to deal with  the impact of inflation on a daily basis, and we 
certa inly would welcome a sound economic program in that  regard, 
but we are  discomfited by the  prospects of a reduction in NSF’s 
science education funds.

Many comments  have been made including a recen tly released 
report , “Science Education in the  1980s,” that is a sta tem ent  from 
the  Advisory Council for Science Education to the National Science 
Board, indica ting that  science education funds are cost-effective, 
because th ey represen t a  best  buy.

Historically , the  science education funds of NSF const ituted  less 
than one-tenth of one percent of the  tota l yearly  in education,  but 
the resu lt has been a total  revamping of t he high school curr icu­
lum in the  sciences, and we see the  prospects of contin uation of 
that .

I am pleased to note that  the  authorization  levels in H.R. 7014 
restore  most of the  funds that  P resident C arte r sought to cut in his 
March budget. But I would urge appropriations be made to the 
$92.2 level recommended in H.R. 7014.

Mr. Chairman,  if I may, I would like to be quite specific about 
some programs, and I will cite examples  here and I will use exam­
ples from my own univers ity, because they  a re ones th at  I am most 
fami liar with. Let me move to the Local Course Improvement 
program.

In Janu ary  the  budget included an increase  of $522,000 to im­
prove undergraduate instructio n in science through the  Local 
Course Improvement program. In March the decision was made to 
completely suspend this program, and we are  very concerned about 
this apparen t shift in prior ities from Jan uary to March. I would
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urge the Committee to restore this  importa nt program. The objec­
tives here are to encourage colleges and universities  to introduce 
important new concepts in science and technology to undergrad­
uates,  and to enhance the  teach ing capability of science faculty.

I might  add that  local insti tutions cont ribute  50 percent of the  
funds that  come from the National Science Foundation, thus we 
have a mul tiplier effect there.  In 1979 there were 151 local course 
improvement gran ts, and our AASCU inst itutions received 39 of 
those. I am glad that Tennessee Tech has jus t recen tly received 
such a gra nt of approximate ly $25,000. The university  added to 
that  $15,000 for t he improvement of undergraduate courses in engi­
neering mechanics, and in materia ls science.

Our plan is to develop a computer graphics program that  will 
supplement the lecture presentations, and we will deal in those 
courses with such topics as stress-str ain curves, volume fraction  
analysis, trus s and frame analysis.

Another program, ISEP, or the  Insructional Scientific Program , 
the re was a recommended decrease of $286,000 in the  fiscal 1981 
request. The rescission would have completely eliminated this  pro­
gram, and we a re encouraged that  that  has been denied. This is a 
major program to strength en laboratory and fieldwork experiences 
with up-to-date equipment, and with up-to-date techniques in the 
classrooms.

Again, gran tee inst itutions must put  up 50 percent as match ing 
funds, and it has enabled us to get some very much needed science 
equipment. It has been a major program for my inst itut ion and for 
AASCU institut ions.

For example, in the electrical engineering departm ent,  we were 
awarded $20,000 to be matched by $20,000 from Tennessee Tech to 
develop a thick  films microelectronics lab. Tha t has now been 
expanded to a thin film lab. It now serves both undergraduate and 
graduate  students, and it provides for fundamental  study of the 
electrica l proper ties of materials.  The mechan ical engineering  de­
par tment  at my university  was able to equip a transp ort  phenom­
enon laboratory and total ly upgrade both the  control and simula­
tion laboratories.

The transp ort  lab serves undergraduate students  by allowing 
experimentation in fluid mechanics, mass tran spo rt and hea t t ran s­
fer. This supports three courses, and both the  control and simula­
tion labs are  required for all of our mechanical engineering  stu­
dents. They can perform exper iments in analog computation, digi­
tal  computation, pneumatic and hydraulic controls and motor 
speed and displacement controls.

Another program is the Science Facul ty Professional Develop­
ment  awards  program. This is zero-funded in the  Janu ary  request, 
in spite of the  fact that  NSF state d that  revitalizat ion of college 
science teaching is a prior ity in fiscal year 1981.

We regret that  the plan was made to eliminate  this  program in 
preference to such awards  as those for short courses, workshops, 
seminars and conferences. In 1980, 70 college and unive rsity sci­
ence instructors received science faculty  development awards , 10 
from AASCU institutions . We think par ticu larly  at a time when 
the  budgets are  stressed and sabbatical leaves are  being canceled 
out, that  this repre sents  a modest investment indeed for the im-
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provement of science faculty members, and certa inly has a mult i­
plier effect when these  faculty members re turn  from major ins titu ­
tions or labora tories  where they are  working, and have an impor­
tant  impact on th eir  students.

The minor ity programs is a nother  one. The January  1981 budget 
state s that  improved access of underrepresente d minorit ies and 
women to careers in science and engineering is a priority , and 
recommended $1,395 million to increase support for mnori ty high 
school students, and for women to broaden access of the se groups.

In the March revision, a new million-dollar program of minority 
apprenticeships for 400 minority  h igh school stu dents was suspend­
ed, and the  minor ity graduate  fellowship program suffered a 20 
percent  reduction.

In another  program, Comprehensive  Assistance to Undergrad­
uate  Science Eduation, or the  CAUSE program as we call it, was 
first  initia ted in 1976, a major program for improving the  quality 
of undergraduate  science programs. It has been quite vital  to our 
institu tions. In 1979 there were 72 gran ts, 11 to AASCU ins titu ­
tions. I am glad th at  Tennessee Tech was fortunate to receive a 
grant of some $144,000, and to t ha t the  un ivers ity added $74,000 for 
a total  program of $218,000, to develop undergraduate interd isci­
plinary real time digital systems programs. This, Mr. Chairman, is 
a 3-year project. It involves six engineering depa rtme nts and four 
nonengineering  science departments, biology, earth  sciences, chem­
istry, and computer sciences.

Historically , unde rgraduate students  at the  smaller universities  
have been unable to do real time computer work because of the 
cost of standard  compute r equipment. This project will make it 
possible for us to develop four stand-a lone micro-computer systems 
at about one-ten th of the cost of the stan dard systems, and will 
permit the unde rgraduate students  to learn and apply data acquisi­
tion systems that  a re being used by indus try, such as large process­
ing indus tries that  use micro-computer systems in the ir oil r efiner­
ies or othe r processing plants. The biology students  learn tech ­
niques for acquir ing environmental information through data ac­
quisition systems that  are designed and tested  in our micro-com­
pute r laboratories .

We now have faculty  from 10 diffe rent teaching area s that  are 
studying in the  labora tory to learn these  techniques , and thus have 
a significant  impact on the studen ts.

The fiscal 1981 budget recommendations for CAUSE was de­
creased by $448,000 from last year’s level, and we urge that  this 
Subcommittee increase the  funding  level for CAUSE so tha t it can 
continue as a valuable tool to strengthen  all of our  undergraduate 
science education.

Mr. Chairman, I appreciate  very much the opportunity that  you 
provided for us to  m eet w ith you and speak on behalf  of undergrad­
uate  science education manifested through the  science education  
budget.

Mr. Sabo. We will keep your views in mind as we go about the 
process of making up the budget.

Mr. Roaden. T hank you.
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Mr. Sabo. I assume your Association is regu larly  testifying before state s that  are passing resolut ions to us to balance the  Federal budget.
Mr. Roaden. Yes, sir , we are. We are  aware  of the cons train ts, very painfully so.
[The sta tem ent  follows:]
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Mr. Chairman and members of the Subcommittee, my name is Arliss Roaden.
I am President of Tennessee Technological University.

It is indeed an honor to appear before you today on behalf of the American 
Association of State Colleges and Universities and to express our views on the 
FY 1981 National Science Foundation budget and its request for the Science 
Education Directorate.

AASCU represents 338 state colleges and universities located throughout 
the U.S., including 12 in the state of Massachusetts. With a combined enrollment 
of approximately million students, our institutions award 45% of the BA 
degrees granted by public institutions and almost 40% of all BA degrees in the 
U.S.

While many of our association's members have developed outstanding graduate 
programs with opportunities for research, the highest priority of AASCU insti­
tutions is to provide quality undergraduate education. These predominately 
undergraduate AASCU institutions play a major role in the national science 
effort. Many students who ultimately pursue advanced degrees in the scientific 
and technical fields receive their basic training at our institutions. On the 
other end of the spectrum, a large proportion of the nation's future elementary 
and secondary school science and mathematic teachers are educated at AASCU 
member colleges and universities. These teachers must be able to conmunicate 
the knowledge and skills that will enable our youth to live in an increasingly 
complex scientific and technical society.

For these reasons, our institutions view the Science Education Directorate 
as a vital source of much needed funds. These funds are used to provide for 
subject matter reorientation of faculty, to assist in the improvement of under­
graduate science instruction, to revitalize curriculum and to upgrade equipment.

Because science education funds are so fundamental to our institutions, 
we are concerned that these funds have fallen steadily in recent years. As 
a result of the challenges presented by Sputnik, President Eisenhower requested 
additional funding for science education. Prompted by this excitement the dollar 
support for science education rose from $60 million in 1960 to a peak of $l3C 
million in 1968. It has been on a steady decline since so that in constant 
dollars science education is receiving barely one-third of the amount it received 
in 1970.

Not only is there a decrease in constant dollars but there is also a 
decrease in the percent of the total NSF budget received by science education. 
Thirteen years ago support for basic research and science education was nearly 
equal in the NSF budget— today it is less than one-tenth of that for basic 
research.

Let me state clearly and unequivocally that I am not advocating a decline 
in the support for basic research for that would be unwise in terms of our 
national needs and interests. Nor is it a question of choosing between basic 
research or science education because, in the long run, neither can proceed 
effectively or efficiently without the other. This interdependence was 
initially recognized in 1950 when Congress' charge to NSF was to "develop and
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encourage the pursuit of national policy for the promotion of basic research and education in the sciences."

More recently the Research and Policy Conmittee of the Committee for Economic Development stated that "there exists a high complementary relationship between the performance of basic research and the education of engineers and scientists. Those who train engineers and scientists must have contact with the frontiers of knowledge that the conduct of basic research provides."
And in February 1980, Dr. F„ James Rutherford, Assistant Director for Science Education, NSF, in an appearance before the House Subcommittee on Science, Research and Technology, Committee on Science and Technology, stated that "the balance in the Foundation's programs between research and education is a matter of continuing concern to NSF... We do realize that the NSF invest­ment in science education has great importance for the nation's scientific future. The quality of basic and applied research and engineering in the future depends above all on the existence of talented, well-trained scientists."
Yet the history of appropriations for the Science Education Directorate in recent years indicates that NSF has chosen to emphasize research at the expense of science education. At no time has this been more apparent than in the deliberations over the FY 1981 budget.
President Carter's January budget request for FY 1981 increased the NSF total budget by 15.5% over FY 1980. Science Education was increased only 9.6%.With the proposed cuts recomnended in the March budget, NSF's total research and development still would grow by 10.6% but the FY 1981 funding level for science education would be 3.2% below the current plan for FY 1980— the budget amendment submitted by NSF to Congress describes this as a "marked reduction when inflation is taken into account." In one of the Science Education programs—  Science Education Resources Improvement— the reduction was 15.4% below the FY 1980 level. To further compound these inequities, the FY 1981 revised NSF budget included $5 million in rescissions in science education programs for FY 1980. This rescission would eliminate the $3.4 million instructional scientific equipment program as well as reduce two other science education programs.
I am encouraged that this Subcommittee has voted to deny this rescission.
This Subcommittee meets to consider the FY 1981 NSF appropriation at a troublesome economic time. Our colleges and universities are well aware that this is an era of tightening budgets and rampant inflation. As a college president I am forced to deal with the devastating impact of sustained high inflation on a daily basis. My colleagues and I would welcome a sound program that addresses the economic problems confronting this country. However, the case for cutting NSF science education funds in FY 1981 cannot be justified.
Against this economic background, it is useful to turn to a recently released report Science Education in the 1980's, a statement to the National Science Board from the Advisory Council for Science Education. Science education funds, according to the report are cost-effective because they represent a "best buy. " "Historically, monies spent on science education have yielded a substantial
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return in better education. For example, although accounting for only .1% 
of the total yearly national expenditure for education...NSF was able to 
revolutionize the high school curriculum. We believe that science education 
has the opportunity to continue this enviable record.... The record of return 
on dollars already spent through science education programs warrants confidence 
and justifies additional support." One wonders why  the Administration has taken 
such disproportionate cuts from NSF's science education budget if this is the 
case. ,

I am .pleased that the authorization levels in H.R. 7014 recently completed 
by the House Science and Technology Committee restoremost of the funds that 
President Carter sought to cut in his March budget amendment. I would urge 
that FY 1981 appropriations be made to the $92.2 million level recommended 
in H.R. 7014.

Let me now turn to some specific science education programs and offer 
my perspective on how  these funds have helped Tennessee Tech. For the record 
I am including a list of recommended funding levels for selected science edu­
cation funds.

In addition, careful examination of the January and March  NSF 1981 
budget requests indicates several inconsistencies that are frankly puzzling 
to me. I hope that this Subcommittee will be able to address these issues 
directly.

Local Course Improvement (LOCI)

In January the NSF budget request included an increase of $522,000 to 
improve undergraduate instruction in science through LOCI. In March the 
decision had been made to completely suspend this program. One wonders what 
occurred between January and Marc h to completely eliminate this previously 
judged meritorious program.

I would urge this Subcommittee to restore this important program. The 
objectives of LOCI are to encourage colleges and universities to rapidly 
introduce important new  scientific and educational concepts to undergraduates 
and to enhance the teaching capability of science faculty. These funds have 
a multiplier effect since they require a contribution from local or other 
sources of at least 50%. In addition, institutions receiving the award are 
expected to continue offering the revised instructional activities at their own 
expense.

In FY 1979 out of 151 LOCI grants, AASCU institutions received 39 awards. 
I am  pleased that Tennessee Tech has just received its first LOCI award. The 
project is funded at $24,997 from NSF and $14,908 from Tech. The project is 
to improve undergraduate courses in engineering mechanics and material science. 
The plan is to develop instructional computer graphics programs which will 
supplement lecture presentations. The program will be tutorial in nature and 
will allow for active interaction of the students. It is anticipated that 
computer-graphics will aid the students in better understanding of difficult 
topics such as stress-strain curves, volume-fraction analysis, and truss and 
frame analysis. An evaluation of the computer-graphics method of instruction 
with the normal teaching methods will be made.
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Instructional Scientific Equipment Program (ISEP)

There was a recommended decrease of $286,000 in the FY 1981 request.
The proposed FY 1980 rescission would have completely eliminated this program.
We are encouraged that this rescission has been denied and urge the Subcommittee 
to reconmend increased funding for ISEP in FY 1981.

This is a major program to strengthen laboratory and field Oork experiences 
with up-to-date equipment as well as the appreciation of appropriate educational 
technique in science classrooms. Since ISEP awards require that a grantee insti­
tution must provide at least 50% of matching funds, the grant has enabled our 
institutions to acquire needed scientific equipment sooner than through the 
regular budgetary channels.

ISEP has been a major program for Tennessee Tech as well as other AASCU 
institutions. In FY 1979 AASCU institutions received 76 of the 284 awards 
made in this program.

In the Electrical Engineering Department at Tennessee Tech we were awarded 
$20,000 (to be matched by $20,000 from Tennessee Tech) from ISEP to develop 
a thick film microelectronics laboratory. This laboratory has now been expanded 
using University resources to include thin film facilities. Although the lab 
initially served undergraduate students, it now serves both undergraduate and 
graduate students for the fundamental study of the electrical properties of materials.

Our Mechanical Engineering Department was able to equip a much needed 
Transport Phenomena Laboratory and totally upgrade both the Control and 
Simulation Laboratories. The Transport Laboratory serves undergraduate students 
by allowing experimentation in fluid mechanics, mass transport and heat transfer.
This lab supports three lecture courses. Both the Control and Simulation Labora­
tories are required for all mechanical engineering students. Students can per­
form experiments in analog computation, digital computation, pneumatic and 
hydraulic controls, and motorspeed and displacement controls. These two 
laboratories support four lecture courses.

Science Faculty Professional Development Awards (SFPD)

This is zero funded in the January budget request despite the fact that 
NSF stated that "revitalization of college science teaching is a priority in 
FY 1981." The plan to eliminate this award and concentrate instead on other 
forms of assistance, such as workshops, short courses, seminars, conferences, 
and institutes is regrettable.

In FY 1980, 70 college and university science instructors received Science 
Faculty Development awards. Of these 10 were from AASCU institutions.

These awards enable experienced undergraduate faculty members to improve 
their effectiveness as science teachers by participating in advanced study 
or ongoing research at academic or industrial facilities. At a time when stringent 
institutional budgets have often resulted in increased teaching loads and cur­
tailed sabbatical leave programs, SFPD presents a unique opportunity to our 
faculties. The initial modest investment of the award is multiplied many times 
over when the faculty member returns with new ideas and concepts that are then

6 3 -2 7 7  0 - 8 0 - 4
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incorporated in the curriculum.

I urge this Subconmittee to restore funding for the Science Faculty 
Professional Development program.

Minority Programs

The January FY 1981 budget request states that "improved acqess of 
underrepresented minorities and women to careers in science and engineering" 
is a priority of NSF. To this end it recommended $1,395 million to increase 
support for minority high school students and for women to broaden access of these 
under represented groups in the scientific and technological labor force. However, 
in its March revision a new $1 million program of minority apprenticeships for 
400 minority high school students is suspended and the Graduate Fellowship and 
Minority Graduate Fellowship Program suffers a 20% reduction in new awards to be 
made in FY 1981. What happened to our priority commitments?

Comprehensive Assistance to Undergraduate Science Education (GAUSE)

First initiated in FY 1976 as a major effort to assist colleges and uni­
versities in improving the quality of their undergraduate science programs, the 
Comprehensive Assistance to Undergraduate Science Education has been vital to 
AASCU institutions.

In FY 1979 NSF awarded 72 grants under its CAUSE program. Of these 11 
were to AASCU institutions. That year Tennessee Tech was fortunate to secure 
a CAUSE grant for $144,238. In addition to the NSF funds, the University 
provided $73,929, which gave a total of $218,167 to be used in the development 
of an undergraduate interdisciplinary real-time digital system program. This 
is a 3-year project and the first year is about completed. This is truly an 
interdisciplinary project that involves six engineering departments and four 
non-engineering departments. The non-engineering areas are biology, earth sciences 
chemistry, and computer sciences.

Historically, undergraduate students at small universities have been unable 
to do real-time computer work due to the cost of standard computer equipment.
This project has permitted the development and acquisition of four "stand-alone" 
micro-computer systems at about one-tenth of the cost of standard systems. The 
laboratory will let the undergraduate students learn and apply data acquisition 
systems that are being used by industry such as large processing industries 
that use micro-computer systems in their oil refineries and other processing 
plants. The biology students can learn techniques for acquiring environmental 
information through data acquisition systems designed and tested in the micro­
computer laboratory.

Faculty from ten teaching areas are presently undergoing training in the 
laboratory in order that they will be able to use and teach in the laboratory.
For the first time, Tech will have an undergraduate course offered this fall 
that will deal with the design and use of micro-computers in the processing 
industry.

The FY 1981 budget recommendations for CAUSE is decreased by $448,000
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from the previous year's level. I urge this Subcommittee to increase the 
funding level for CAUSE so that it may continue to function as a valuable tool 
to strengthen the resources for undergraduate science education.

In conclusion, I urge this Subcommittee to approve appropriation levels 
adequate to permit us to maintain effective levels of science education. In 
this way current and future U.S. scientific progress will be insured. I thank 
you for the opportunity to appear here today.
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Summary of  Budget Requests fo r
Selec ted  Nat ional Science Foundation Educ ation Programs

(I n Mi llions of Do lla rs)

Program Name

Comprehensive As sis tan ce  to  Undergra­
duate Science Education  (GAUSE)

In st ru ct io na l Sci en ti fi c Equipment
Program (ISEP)

Local Course Improvement (LOCI)

Science Faculty  Profes sio na l
Development (SFPD)

Student Science Train ing  (SSTP)

Pre-Co llege Teacher Development
m  Science

Undergraduate Research
Par tici pa tion (URP)

NSF
FY 1981 

Jan. 
Request

Our
Request

Incre ase 
Over NSF 

Jan. 
Request

Prev ious
Program
High

(Year)

13.0 14.0 +1.0 13.8 ( ’79)

3.0 5.0 +2.0 8.9  ( ’64)

3. 51 4.2 +0.7 3.0  ( ’79)

0 3.0 +3.0

a
b

predeces­
sors:

. 4:0  ( ’71) 

. 1.3 ( ’73)

3.0 3.3 +0.3 2.5  ( ’79)

7.2 2 8.2 +1.0 24.3 ( ’65)

3.0 5.0 +2.0 6.8  ( ’66)

1. Eliminated in  the  March budge t requ est fo r FY 1981.

2. Excludes $2.5 m il lio n bein g req uested by the  Education  Department fo r pr oj ec ts  
fo r teache rs in  grad es K-4.
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National Science Foundation

WITNESSES

MORTIMER H. APP LEY , PRESIDENT, CLARK UNIV ERSITY, REPRESENT ­
ING THE ASSOCIATION OF AMERICAN UNIVER SITIES

Mr. Sabo. Our next witness is Mr. M ortimer Appley.
Mr. Appley. My name is Mortimer Appley, and I am Pres iden t of 

Clark University.
I am pleased to have this  opportunity to p resen t our views on the 

fiscal year 1981 budget. My testimony is in behalf of the  American 
Council on Education,  the Association of American Universit ies, 
the  Association of Graduate  Schools, the Council of Graduate  
Schools in the United States, and the  National Association of S tate 
Universities and Land-Grant Colleges. As this  Committee knows 
well, the member insti tutions of these  organiza tions conduct vir tu­
ally all of the  Nation’s basic research and rela ted graduate  educa­
tion. They are the  source of virtually all of our highly train ed 
researchers  and engineers. The NSF leads in our investments  in 
fundamental research and advanced education. The Foundat ion 
now provides about 35 percent  of all the  Federal funds for basic 
research in universities  and colleges, as compared to 26 percen t in 
1969.

My statement will be briefer  tha n the  print ed form. I want  to 
mention our concerns about proposed budget rescissions and defer­
rals now pending before the Committee, and briefly address thre e 
primary concerns in the  fiscal year 1981 budget, the  Basic Re­
search  Budget, Manpower, and Inst rum entatio n and Equipment.

With regard to rescissions and deferra ls, on April 16 President 
Car ter sent to the  Congress a  reques t to rescind $5 million in NFS 
science education funds, including $3.4 million for instructional 
scientific equipment programs. I understand the  Committee has 
rejected this rescission, and we wan t to express to you our deep 
appreciation for your action. The A dministrat ion was wrong. These 
are  not low priority programs. The need for resea rch ins trum enta­
tion and instructional scientific equipm ent is greater and far out­
strips the limited resources available to e ithe r our insti tutions or to 
the  NSF. Acquisition and replacement  of undergraduate inst ruc­
tional  equipment alone, as your previous speaker mentioned, have 
slipped seriously in most science and engineering  depa rtments in 
this  country. As you know, much scientific equipment has a pro­
ductive half life of jus t a few years; so continual replacement and 
updat ing is vital. There  is a growing need for a renewed Federal 
commitment to excellence in undergraduate inst itutional pro­
grams. Not so many years  ago, the NSF led in the  development of 
undergraduate  instructio nal and resea rch programs and in the 
acquistion of up-to-date instru ction al equipment. The Foundation’s 
Commitment and funding for these  areas in recen t years  has 
lagged seriously. The proposed rescission would only have com­
pounded a growing problem, and we tha nk the Committee for 
rejecting  it.

Last year  you may recall I appeared before this  Committee with 
President Sheldon Hackney of Tulane University and President  
Peter Magrath of the  Univers ity of Minnesota. We registered
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strong support for President  Carte r’s stra tegy  of significant invest­
ment in basic research and the mission agencies as an important 
step toward stren gthening  the economy, improving productivi ty 
and reducing inflation. We also discussed the  indicators document­
ing our Nation’s recent  history  of a  declining inves tment in basic 
research.

Pains taking , long-term basic resea rch is a key part of the  Na­
tion’s efforts to help solve our defense, economic, and social prob­
lems. It requires faith  and tru st in our abilit ies and patience, 
commodities now in shortened supply. Yet, if we do persis t and 
hold to our course of sustained investment, resu lts will come. By 
these means we will be able to mainta in a competitive edge, 
strengthen our economy, and check inflation.

I have attached some material s to this  stat ement  which I hope 
you will allow me to submit. In a few pages the booklet “How Basic 
Research Reaps Unexpected Rewards” explains,  in term s of con­
crete results,  the  reasons  why our country must  continue to invest 
in the search for knowledge across all fields of science and engi­
neering. I respectfu lly request that  it be made a part of my sta te­
ment for the  record.

The Jan uary budget provided for a tota l increase from 1979 to 
1981 of about 40 percent in support of Federally-funded basic re­
search. But because of the  erosion of high inflation, that  40 percent 
increase is a real gain of only about  9 percent. In response the 
Administra tion proposed some targeted  investments  in the basic 
sciences, part icularly  in the physical sciences, mathematics , and 
rela ted fields. An overall increase  of about 17 percent was proposed 
for the  Foundation. Then inflation worsened and in March the 
Administra tion revised downward the  fiscal yea r 1981 budget, in­
cluding that  of the NSF. Even if funded at reguested levels, the 
revised request provides for essentially no growth in NSF or other 
research programs and in fact could re sult  in a cut in real terms if 
the  inflation factor used is low. We hope that  the modest gains 
made in the last four years now will not  be lost.

If I may, Mr. Chairman, I would note that  t he  House Committee 
on Science and Technology already has responded. Tha t Committee 
has proposed a compromise autho rizat ion for the  Foundation. It is 
well under the original  Jan uary, budget but  above the  reduced 
March level. Their  decision to sustain  the  Nat ion’s inves tment 
commitm ent in basic resea rch and education, we firmly believe, is 
a courageous and sound one. We urge this  Committee likewise to 
susta in your leadership on beha lf of NSF and to provide funding 
for the Founda tion at least  at the  level of the  revised March 
budget.

Turning to Manpower, it seems evident that  if we are to address 
the  grave problems we face and try  to solve them, it will requi re 
sustained production of highly trained  scientists and engineers. Let 
me comment on one area , Energy. In all its facets, this  problem 
poses substant ially new demands on our ability  to  educate, to tr ain , 
and to supply adequate numbers of scientists and engineers . At the 
present time, as the Nation searches for solutions, it is clear that  
the  Federa l government lacks the  commitment and the  means to 
ensure this sustained tra ining of high level techn ical and scientific 
individuals.
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Take the  field of engineering, I will tick off a few areas where 

the re are potential shortages of manpower. In coal production,  
which has been emphasized recently,  we have a shortage of coal 
mining  engineers. The petroleum industry already is encounter ing 
serious shortages of pe troleum engineers , geologists, and geophysi­
cists. If the  required research, development and commercialization 
of solar  energy into electri city is to be accomplished, an infusion of 
highly trained  individuals is essential . Today, we also suffer from 
an insufficient supply of scientific and technical personnel in many 
areas of nuclear science and engineering. We have a shortage of 
computer scientists, and at the  recen t meeting of the  American 
Physics Society, early evidence suggested a new shortage of physi­
cists.

Recently, the Administration  proposed a major synfuels program, 
and there again an expansion of the  technical manpower pool is 
essential if they are going to make any progress. The impact stud ­
ies that  will be needed to make these advances will also require 
more manpower. It has been estimated if we are  to achieve the 
goal of $2.6 million barrels  a day of synfuels production, an addi­
tiona l 25,000 engineers and 11,000 scient ists were Bachelors De­
grees or bette r will be needed over the next ten  years.

Presently, universities and colleges turn  out 58,000 engineers and 
90,000 scientists  a year, but  of these numbers only 12,000 engineers  
and 3,000 scientists choose engineering-related area s as the ir 
career profession. Thus again we look to the  futu re with the  knowl­
edge th at  we have not enough people in  t he pipeline  to produce the 
persons th at  we need to solve these  problems. Engineering  and 
rela ted science education is experiencing a par ticula r shortage. In 
many fields we do not have sufficient numbers of advanced gradu­
ate students. Young researchers decline faculty  appointments in 
favor of higher paying indu strial jobs. Estimates prepared by the 
Engineering  Manpower Commission reveal that  enrollm ent of un­
derg radu ate students  is continuing to increase . Within a few years 
as a resu lt of national demographic changes, a gradual decline is 
expected. At the doctoral level, we have about 3,500 Ph. Ds. We 
had about 3,500 in 1973 being produced. They are  down to about  
2,500 now, and if you remove th e number of foreign students, about 
35 percent , the net U.S. produc tivity of Ph. Ds is only 1,700. As the 
total  number of doctoral level students  in the  pipeline  continues to 
decrease in the  critical  engineering and science fields, the  percent­
age of foreign students  in these programs increases. Essentially, we 
are saying that  we do not have enough people coming along to 
solve the problems as they develop. As one person has put it, “We 
are in danger of eating  our seed corn.” Our enro llment of advanced 
grad uate  students  in critica l engineering and science fields are 
declining. Universities  are  failing to mainta in a steady flow of 
highly trained  resea rchers and teach ers in the ir programs.

We do not urge a return  to the boom or bust cycle of manpower 
support policies, but we do urge a susta ined recognition of the 
growing danger we face, an alarming decline in erosion of our 
scientific, engineering and technical manpower base. One step 
which might  be taken would be an expansion of the  NSF pre- 
doctoral fellowship program. The proposed Administration  cut of 
20 percent is in our view precisely the  wrong step at the  wrong
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time. This year only 460 fellowships were awarded across all fields. 
In the face of our Nation’s needs in the  energy field alone, surely 
this is imprudently low. Indeed, an expansion of the  program in 
engineering and scientific fields of critical manpower shortages 
seems justified  an d needed. This is a problem of serious proportions 
and requires long-term solutions. We urge the  Committee at a 
minimum to direct that  the  program be maintain ed at  present 
levels. The Congress should ensure th at  the  graduate  fellowship 
and minor ity fellowship programs and advanced science programs 
of the NSF be equal to the task  ahead.

A let ter  from Thomas A. Bar tlet t, Pres iden t of t he Association of 
American Universit ies, to the  Administ ration and a recen t repo rt 
by NASULGC on the  Supply and Demand of Scientists and Engi­
neers in Energy and Related Areas is attached.

Finally, Inst rumentatio n and Equipment. I would speak to the 
need at the  g radu ate and the  undergraduate  level. In Jan uary,  the 
Administration proposed a modest $14.25 million program to begin 
the renovation  and reha bilit ation of academic laborator ies. Tha t 
program too was th e victim of the  March revisions. I t has now been 
deleted from the budget, yet the  problem remains and is growing 
worse. We urge the  Congress to give early  atte ntio n to the  eroding 
facilities base of our research and inst ruct iona l laboratories.

Last year  the  AAU undertook a study  at  the  direction  of the 
distinguished Advisory Committee of the  situa tion in labora tories 
at 16 leading universities and contrasted the ir labora tories  in five 
fields with those of the  number of government and commercial 
laboratories. If the report documents  t he  needs as they exist at my 
institution, for example, and others that  I know of, it will present 
an important tra it of growing deter ioration and obsolescence.

University researchers are increasingly placed a t a disadvantage, 
par ticu larly  relative to the commercial labora tories and certainly 
in relat ion to the  foreign laboratories  in countr ies such as West 
Germany or Japan. We have I am sorry to say, labora tories  with 
outmoded inst rumenta tion, many have been federally  funded. Re­
searchers are working in old laboratorie s with outmoded ins tru ­
mentat ion. Many are federally  funded. Productive researchers are 
being forced to cut corners and to press harder  with old tools if 
they hope to keep pace. Research area s are now being foreclosed 
and the pace of research is often slowed. Advanced grad uate  stu­
dents in many departments, denied access to  cur ren t ins trumenta ­
tion, are trained  on old equip ment  behind commercial standards,  
and in no way competitive with the ir counterpart s in Germany or 
Japan.

The needs vary widely, discipline to discipline and inst itution to 
institution, and universities  vary  in the ir ability to respond to 
these needs. However, it is a significant generalized problem. If it 
is not addressed, it can compromise our Nation’s ability  to susta in 
productive and competitive research and education  programs. I 
strongly  urge the  Committee to bear  these needs in mind, and as 
soon as possible to provide the funds to begin the  upgrading of 
research laborat ies, inst rumenta tion  and equipment.

In summary, Mr. Chairm an, I want to commend the Committee 
for its continued support and leadership on behalf of basic science 
and par ticu larly  for the research and educational programs of the
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NSF. Your efforts on b ehalf  of science have been well noted across 
the  community , and I know I can speak for my colleagues when I 
say that  we deeply apprec iate your continued efforts on behalf of 
scientific excellence.

I wan t to thank you for this  opportuni ty to again  present our 
views and I will be happy to answer any questions.

Mr. Sabo. T hank  you for being with us again this year.
[The sta tem ent  follows:]
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Testimony before House Appropriations Subcommittee on HUD-IndependentAgencies

Mr. Chairman, and members of the Committee:
My name is Mortimer Appley and I am president of Clark 

University. I am pleased to have this opportunity to present to 
you our views on the FY 1981 NSF budget. My testimony is on 
behalf of the American Council on Education, the Association of
American Universities, the Association of Graduate Schools, the
Council of Graduate Schools in the United States, and the National 
Association of State Universities and Land-Grant Colleges. As this 
Committee knows well, the member institutions of these organizations 
conduct virtually all of the nation's basic research and related 
graduate education. They are the source of the vast majority of all of 
our highly trained researchers and engineers.

The National Science Foundation leads in our investments in 
fundamental research and advanced education. The Foundation now 
provides about 35% of all the federal funds for basic research
in universities and colleges. This compares with about 26% in 1969.
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Recissions and Deferrals
On April 16, President Carter sent to the Congress a request 

to rescind $5 million in National Science Foundation science 
education funds, including $3.4 million for instructional 
scientific equipment programs. I understand that the Committee 
has rejected the recission, and we want to express to you our 
appreciation and support for that.

The Administration was wrong. These are not low priority 
programs. Research instrumentation and equipment needs are now 
recognized generally. Those for instructional scientific 
equipment in university undergraduate laboratories and in 
four-year colleges are also great. They far outstrip the limited 
NSF resources available.

A recent study by the staff of the Association of American 
Universities of 16 leading universities has revealed clearly 
that acquisition and replacement of undergraduate instructional 
equipment have slipped seriously. Many science and engineering 
department heads and faculty readily point out the danger posed 
when quality instruction is compromised by outmoded equipment.
A renewed federal commitment to excellence in undergraduate 
instructional programs is now required.

Not so many years ago, the NSF led in the development of 
undergraduate instructional and research programs and in the 
acquisition of up-to-date instructional equipment. The 
Foundation's commitment and funding for these areas in recent 
years has lagged seriously. The proposed recission would only 
have compounded a growing problem. We thank the Committee for 

rejecting it.
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Basic Research Budget
Last year I appeared before this Committee with President 

Sheldon Hackney of Tulane University and President Peter Magrath 

of the University of Minnesota. We commended President Carter 

for continuing his commitment to investment in quality basic 

research programs in the National Science Foundation and the 

mission agencies. We supported President Carter's sustained 

strategy of strong investment in basic research as an important 

step toward strengthening the economy, improving productivity, 

and reducing inflation. We also discussed the indicators 

documenting our nation's recent history of a declining investment

in basic research.
Painstaking, long-term basic research is a key part of the 

nation's efforts to help solve our defense, economic, and social 

problems. It requires faith and trust in our abilities and 

patience —  commodities now in shortened supply. Yet, if we do 

persist and hold to our course of sustained investment, results 

will come. The nation will then maintain scientific and 

technological competitiveness, strengthen our economy, and check 

inflation. Attached to my statement is an instructive compilation 

of research projects that have led, unexpectedly, to practical 

applications. In a few pages the booklet explains, in terms of 

concrete results, the reasons why our country must continue to 

invest in the search for knowledge across all fields of science 

and engineering. I respectfully request that it be made a part 

of my statement for the record.
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The January budget provided for a total increase from 1979 
to 1981 of about 40% in support of federally-funded basic research. 
High inflation eroded that 40% increase to a real gain of only 9%. 
This year the Administration proposed targeted investments in the 
basic sciences, particularly in the physical sciences, mathematics, 
and related fields. An overall increase of about 17% was proposed 
for the Foundation.

Then, inflation worsened. In March, the Administration cut 
the FY 1981 budget, including that of the National Science 
Foundation. The general strategy for support of basic research 
in NSF and the mission agencies shifted. A zero growth strategy 
was adopted. The revised NSF budget now provides for about an 
11% increase, a level roughly equal to the March GNP deflator 
(10.4%). Even if funded at full budget levels the revised 
request provides for essentially no growth in NSF or other 
research programs. It could result in a cut in real terms if 
the inflation factor used is low. We hope that the modest gains 
made in the last four years now will not be lost.

If I may, Mr. Chairman, I would note that the House Committee 
on Science and Technology has already responded. That Committee 
has proposed a compromise authorization for the Foundation. It 
is well under the original January budget, but above the reduced 
March levels. Their decision to sustain our investment commitment 
in basic research and education, we firmly believe, is a 
courageous and sound one. We urge this Committee likewise to 
sustain your leadership in behalf of NSF and to provide funding 
for the Foundation at least at the level of the revised March budget



Manpower
If solutions to the nation's grave problems are to be found, 

sustained production of highly trained scientists and engineers 

must be assured. I will comment on just one area —  energy.

Energy in all its facets poses substantial new demands on our 

institutions' abilities to educate, to train, and to supply 

adequate numbers of scientists and engineers. At the present 

time, as the nation searches for solutions, it is clear that 

the federal government lacks the commitment and the means to 

ensure the sustained training of high level technical and

scientific individuals.
There is growing evidence in the energy area that the nation 

soon will face not only a shortage of energy resources, but a 

significant shortage of advanced manpower of various kinds as well. 

As the country turns toward increased reliance upon coal production, 

a large number of coal mining engineers will be needed within the 

decade. The petroleum industry already is encountering serious 

shortages of petroleum engineers, geologists, and geophysicists.

If the required research, development and commercialization of 

solar energy into electricity is to be accomplished, an infusion 

of highly trained individuals is essential. Today, the country also 

suffer's from an insufficient supply of scientific and technical 

personnel in many areas of nuclear science and engineering.

There is a shortage of computer scientists, and at the recent 

meeting of the American Physical Society, early evidence suggested 

a new shortage in physics.
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Recently, the Administration proposed a major syn-fuels 
program. This also will require an expansion of the technical 
manpower pool in that area if a major development program there 
is undertaken. It has been estimated that reaching the 10-year 
goal of 2.6 million barrels a day of syn-fuel production, as 
proposed by the Administration, will require an additional 
25,000 engineers and 11,000 new scientists with BS degrees or 
above. Presently, universities and colleges graduate 58,000 
engineers and 90,000 scientists a year. Of these, roughly 12,000 
engineers and 3,000 scientists choose energy-related areas as 
their career profession. Thus, looking into the future, we will 
not have sufficient numbers of highly trained researchers, 
teachers and practitioners that will be needed if we do not 
bolster our programs.

Engineering and related science education is experiencing a 
particular shortage. In many fields we do not have sufficient 
numbers of advanced graduate students. Young researchers decline 
faculty appointments in favor of higher paying industrial jobs. 
Projections prepared by the Engineering Manpower Commission 
reveal that the enrollment of undergraduate engineering students 
is continuing to increase. As the result of national demographic 
changes, however, a gradual decline is expected within a few years

At the doctoral level, engineering Ph.D. production has shown 
a steady decline since 1971. The statistics show a drop in total 
engineering Ph.D. production from about 3,500 in 1972-73 to 
2,600 in 1977-78. Of these, nearly 35% were foreign students,
leaving a net productivity of U.S. Ph.D.'s of only about 1,700.
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As the total number of doctoral level students in the pipeline 

continues to decrease in these critical engineering and science 

fields, the percentage of foreign students in our programs is 

increasing. Unless adequate incentives are provided to ensure 

a better supply of American doctoral students, the nation faces 

the prospect of an inadequate supply of engineering science 

doctorates. We will fall short of meeting the energy, defense, 

and other research and development needs of the country. In key 

disciplines, university professorships, the source of future 

generations, will stand empty. Donald E. Marlowe, Executive 

Director of the American Society for Engineering Education, sums 

up the problem this way, "We are in danger of eating our seed 

corn."
The Administration recently has undertaken a review of science 

and engineering policies. As our initial contribution to that 

effort, President Thomas Bartlett, of the Association of American 

Universities, on behalf of eight higher education associations, 

urged the Administration to address this and a number of related 

priority problems. We oppose a return to the boom or bust cycle 

of manpower support policies. Rather a sustained recognition 

of the growing danger we face —  an alarming decline and erosion 

of our scientific, engineering and technical manpower base is

needed.
One step which might be taken now would be an expansion of 

the National Science Foundation pre-doctoral fellowship programs.
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The Administration, however, proposes a 20% reduction next year 
in new awards for the Graduate Fellowship and Minority Graduate 
Fellowship programs. This, in our view, is precisely the wrong 
step at the wrong time. Only 460 new fellowships were awarded 
across all fields this year. In the face of the nation's needs 
in the energy area alone, surely this is imprudently low. Indeed, 
an expansion of the program in engineering and scientific fields 
of critical manpower shortages seems justified and needed. This 
is a problem of serious proportion and it requires long-term 
solutions. We urge the Committee, at a minimum, to direct that 
the program be maintained at present levels. The Congress should 
ensure that the graduate fellowship and advanced science education 
programs of the National Science Foundation are equal to the task
ahead.

A copy of President Bartlett's letter to the Administration 
and a recent report on the "Supply and Demand of Scientists and 
Engineers in Energy and Related Areas" by the Energy and 
Environment Committee of the National Association of State 
Universities and Land-Grant Colleges also are attached to my
statement.
Instrumentation and Equipment

Last year we again stressed the need to provide improved 
support for scientific instrumentation and equipment. Statements 
by several university research scientists on their instrumentation 
and equipment needs were attached to our statement. There now 
seems to be a growing awareness that universities do face a

63-277 0 - 8 0 - 5
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substantial backlog of instrumentation, equipment and facilities

needs.
In January, the Administration proposed a modest S14.25 million 

program to begin the renovation and rehabilitation of academic 

laboratories. That program too was a victim of the March revisions; 

it has now been deleted from the budget. Yet the problem remains, 

and it is growing. We urge the Congress not to further delay 

giving serious attention to the eroding facilities base of our 

research and instructional laboratories.

Last year, the Association of American Universities, under 

the direction of a distinguished advisory committee, undertook a 

study of the research instrumentation and equipment needs in our 

major research universities. The report will be available within 

a few weeks. It will review the instrumentation needs in 16 

leading universities and contrast their laboratories in five 

fields with those of a number of government and commercial

laboratories.
If the report documents the needs as they exist at my 

institution, and others I know, it will present a portrait of 

growing deterioration and obsolescence. University researchers 

increasingly are placed at a disadvantage, particularly relative 

to commercial laboratories and to foreign laboratories in 

countries such as West Germany and Japan. Working in old 

laboratories with outmoded instrumentation, many federally-funded, 

productive researchers are forced to cut corners and to press 

harder with old tools if they hope to keep pace. New research 

areas are foreclosed and the pace of research is often slowed.
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National Science Foundation

WITNESS

DR. JAMES L. POWELL, VICE PRE SID ENT  AND PROVOST, OBERLIN
COLLEGE, REPRESENTING THE GREAT LAKES COLLEGE ASSOCI­
ATION AND OTHER INDEPENDENT COLLEGES OFFICE
Mr. Sabo. The next witness is Dr. James L. Powell on behalf of the  Great Lakes College Association.
Mr. Powell. I also appreciate the  opportuni ty to appear before you .
I might say that  the  kinds of schools that  I speak for most directly  would be illustra ted by three in your home State , Macles- ter, Carleton, and St. Olaf.
My insti tutions are also grate ful for the  pas t efforts of Mr. Boland and Mr. Trax ler and other Members of this  committee in promoting the interests of science and education and we are  also grate ful for the  good work of Congressman Pease from my home State of Ohio in his role as a Member of the  House Committee  on Science and Technology, which recommended an increase of $6.5 million in the  NSF science education  budget authorization.I understand you may be hearing  from Mr. Pease lat er in your session today.
I would like to submit  my full wri tten  sta tem ent  for the  record, and only cover certain select par ts of it.
You will note a good deal of consis tency between wha t I have to say and wha t Pres iden t Roaden had to say. In fact, not only what we say will be consis tent but  the  way in which we will be saying it will be consisten t, since I discovered he and I were both born in the central area of Kentucky. We will be saying it with  the  same accent as well.
I would like to begin by passing out this  graph . I have some extr a copies here which illu stra tes the  point I am trying to make at the  subhead ing “An Equitable Budget” at  the  bottom of my page 1.
It shows how the NSF fiscal 1981 budget was less tha n the  January  request, but still represen ts an 8.1 percent increase over fiscal 1980. But something  happened to the  science and education budget in between.
It went down rat he r dramatical ly, the  same point Dr. Roaden made but  illustra ted bet ter  in the  graph. This nea r demise of th e science education  program increases seems to be representat ive of the  past atti tud e of the  Founda tion and OMB towards science education programs.
I would like to urge that  this subcommittee review the  original  NSF fiscal 1981 budget request which was submitted in Jan uary and its justifications.  In your amended version of the budget, we hope that  you will consider increasing the  science education por­tion, as you have in the past, and as the  House autho rizing com­mittee already has. Then if you decide that  budget cuts are  neces­sary, in light of present economic conditions, we hope you will make such cuts across the  board in all NSF divisions as they appear in the  subcom mittee’s version of the  Janu ary requested budget.
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This process will be much more equitable tha n NSF and OMB’s 
system of revising the budget to protect the ir own favorites  and 
punish the  stepchildren. The product of this process would repre­
sent the will of the Congressional Authorization and Appropriating  
Committees concerning NSF program expenditures.

I would like to skip down to the  thi rd para graph under my next 
subheading, Scientific U nderstand ing in the  Nation.

We must have strong science education programs at all levels, 
including in our primary and secondary schools. Qualified teachers 
for those  activities must  be provided by equally strong  programs of 
science education in our colleges and universities.

The most recen t National Assessment of Science unfo rtunately 
shows that  we are not succeeding in this  effort. The Assessment 
showed t ha t science achievement of n ine, thir teen , and seventeen- 
year-olds continues to decline, especially in the  physical sciences. 
There the plunge const itutes  a crisis. This is illustra ted in Appen­
dix A.

Dr. Jerrold R. Zacharias, a leader in the  areas of science policy, 
research and education,  laments the decline of science education 
and lays the  fau lt with university scient ists who will no longer 
involve themselves in science education and with NSF. He points 
out, “The NSF wants the big [budget] amounts for research and 
peanu ts for education.”

It has been quoted that  the  President of the United States him­
self recognizes the importance of science education and the  inade­
quacy of national efforts in the  recent past. In a memorandum 
dated February  8, 1980, Pres iden t Car ter instructed Secre tary of 
Education  Hufstedler and NFS Director Atkinson: “I am increas­
ingly concerned whether our science and engineering education is 
adequate, both in quality  and in numbers of graduates, for our 
long-term needs. Accordingly, I would like you to carry out a 
review of our science and engineering  education policies at the 
secondary and unive rsity levels to ensure that we are taking meas­
ures that will preserve our national  s trength.”

We have the President  calling for budget reductions,  but  here  is 
a case where he has called special atte ntio n to this par ticu lar need.

I have been so presumptuous as to include in my testimony a 
summary stat ement  from the  repo rt of Secre tary Hufstedler and 
Director Atkinson. It seems to me a good, short one-paragraph  
version of th at  might read as follows: “Mr. President, your concern 
is well-justified. Indeed there has been a decline in the  quali ty of 
science and engineering education in the  Nation. No sm all part of 
the  reason for that  decline has been the  consistent policy of the 
National Science Foundat ion over the past 12 years  of supporting 
research at the expense of science education .”

I doubt that  th at  will appear , but it seems to be a fair appra isal 
of the  situat ion. It would be inappropriate  to cut science education 
programs. If anything, they ought to receive increased funding  but , 
as I have said before, if reductions  have to be made, I submi t that  
there is no justification at all for having  them fall disproportion­
ately on science education programs.

I would like to skip to page 4 under the  Instru ction al Scientific 
Equipment Program (ISEP) which Pres iden t Roaden has also re­
ferred to.
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One of the things we most appr ecia te about the  Foundation  and 
its work in the  past few years  has been the  recognition of the 
problem th at  is cr eated  by th e obsolescence of scientific equipme nt. 
However, it seems unfo rtun ate th at  they have recognized the  obso­
lescence of rese arch equipm ent but  not recognized in a simi lar way 
the  obsolescence of the  equipm ent used in science education. As 
you know, in the  fiscal 1981 budget reque st from the  Found ation 
funding for ISEP was to be reduced and the  Adm inistr ation  recom­
mended th at  it be rescinded entirely, but  this Committee denied 
tha t.

I have done resear ch and tau ght  science at the  college level, and 
it is no more possible to teach modern science witho ut using ins tru ­
ments  tha n it would be to conduct modern science research. The 
kinds of schools I represent, Oberlin, Macalester, send a large 
numb er of our grad uates to the  major grad uate  resea rch universi­
ties and these  people go on to earn Ph.Ds there . Surely  those 
grad uate  insti tutio ns do not expect them  to arriv e on the ir cam­
puses never having  laid the ir hands on reasonably modern up-to- 
date equipment. Our inst itutions are  doing a ll th at  we can to avoid 
that but we need help, and in the past ISEP has provided tha t. 
This program is noteworth y in th at  it requi res match ing funds, so 
there is a doubling effect.

Every argu men t th at  the  Foundation  has advanced  for increased 
funding for resear ch equip ment  applies  equally well to educatio n 
and scientific equipment. Both become obsolescent at the  same 
rate,  and the  need appea rs equal.

The Founda tion has only one program th at  allows an individua l 
science educa tor to concentra te on developing a new course or a 
new set of courses. Tha t is the  Local Course Impro vemen t Pro­
gram, LOCI. The suppo rt for a science educa tor to spend a concen­
tra ted  period of time in developing a new course or set of course is 
jus t as vital to science ed ucation  as a resea rch gra nt to t he scientif­
ic researche r.

The pace of scientific resea rch is so ra pid and the  teach ing loads 
at many insti tution s are  so he avy th at  even if one is a ble somehow 
to keep up with advances in the  field, the re may not be time to 
incorporate tha t new materia l or especially to crea te new courses 
and add them to the curricu lum.

My own college believes th at  the development of new courses is 
so impo rtant , several years  ago we set aside a large portion of a 
large bequest for th at  very purpose. We c reated a mini-foundation 
for improvement of the  curric ulum and the  teaching skills. Those 
funds are now n early  exhausted, but  they have caused a creati vity 
in our faculty, a creat ivity  th at  was the re but  lat ent  because of the  
dire economic conditions of the  day. We are so enco uraged by w hat 
has happened among our faculty that we are asking for more funds 
for it as par t of a major campaign for capita l th at  we are now 
conducting. There aren ’t very many inst itutions  th at  are  as fortu ­
nate  as my own in being able to provide the ir own money for this 
purpose, and to those inst itutions LOCI is really  vital.

We hope it will not be suspended as the  Found ation has request­
ed, because we fear once it is suspended it will disappear forever.

One more specific program I want to mention,  and I will wind up 
my remark s. Tha t is the Science Facul ty Professional Progra m. It
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is an observable fact that  science advances inexorably whe ther  or 
not teach ers or students keep up with  it. Studies of the  use of 
scientific journals show a great decline for those that  are more 
than six or seven years old. They become obsolete very quickly in 
the same way minds will be without a great deal of atte ntion. It is 
never easy to do all the  reading t ha t one should do, and that  is ju st 
as t rue  w ith Members of Congress as it is of college administ rators 
and scientists.

One way the Foundation has really helped science faculty  is 
through this  Science Facul ty Professiona l Development Program  
(SFPD) that  allows people to take a semester or a year  leave of 
absence.

The economic conditions of the  seventies  and the  eighties have 
made and will continue to make it difficult for inst itutions to be 
able to to tha t. They are already cutt ing back on sabbatical pro­
grams and the need of the  Foundation to come to the  aid of the 
insti tutions is greate r t han  i t ever was.

Yet in each of the last  two years, the  Founda tion has responded 
to this need by budgeting  no money at  all, and that  will kill the 
program. They have tried  that  two years. Both years  the Commit­
tee on Science and Technology has restored the  funds. One would 
hope that  the Foundation would get the  message that  Congress 
really  likes this  program. It is hard for me to understand this 
response of the Foundation.

It is such an important program. The NSF view seems to stem 
from the mistaken idea that  a year-long leave is ineffective, can 
represen t time wasted, even a boondoggle t ha t the taxpayer  should 
not be asked to support. I can testify categorica lly that  such is not 
the case at the insti tutions I know. Faculty applicat ions for leave 
are screened very carefully. The faculty  plan for the time away 
with care, use that time well, and they  and the ir institutions 
benefit  significant. To whatever extent the  boondoggle stereotype 
might be true, it cannot  be tru e for the  SFPD Program  for that  is 
one of the  most competitive in the Foundation.

As evidence for the last four years, the  success ratios vary be­
tween 7 and 13 percent. It seems to me that  a  program which is so 
appealing that people continue to apply for it, even though they 
have only one chance in ten, or one change in 13 of receiving 
funding deserves to be preserve, at least, if not to be increased.

In conclusion, let me underscore the  main points I have tried  to 
make in this  presen tation: Support for science education by the 
National Science Founda tion has declined steadily  for 13 years.

Only thre e months ago Pres iden t Car ter himse lf in writing ex­
pressed his concern with the  sta te of science and engineering edu­
cation in th e Nation.

In view of this, it would be logicial to increase funding for 
science education  and to begin to bring the level of th at  funding 
into a  stable relationship with that  of the research programs.

But if in order to combat infla tion it is deemed necessary  to t rim 
the NSF budget, then  we urge th at  you trim  the  science education 
portion of it by no more tha n its proportionate share of what  
Congress, not the  Founda tion and OMB, considers to be the appro­
pria te budget.
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We urge additional support for the  Inst ruct iona l Scientific Pro­gram. The inst ruments  which this important program supports are badly needed by th e institutions which share equally  in the  cost of acquir ing them, but which cannot afford to do so without Founda­tion assistance.
The Local Course Improvement and Science Faculty Professional Development Programs each play an important role. NSF consist­ently  tries  to trim  them back, but without offering a logical reason for doing so.
Tha t concludes my remarks, Mr. Chairman, and I tha nk you for this opportuni ty.
[The sta tem ent  follows:]
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Chairman Boland and Members of the Subcommittee:

I am very grateful for this opportunity to testify before you as you 
review the budget appropriation of the National Science Foundation. I represent 
the sixteen independent colleges and universities which share the Independent 
Colleges Office^ the twenty-eight members of the Association of Jesuit Colleges 
and Universities and the 800 members of the National Association of Independent 
Colleges and Universities.

Our institutions are deeply concerned about the continued decline in overall 
support for Science Education within the Foundation, a decline that has occurred 
both in real dollars and in comparison to the steadily increasing funding for 
basic research. We know from experience that this Subcommittee and its 
Chairman share that concern and we wish to state publicly our appreciation for 
your unflagging support for science education.

In my testimony I wish to comment on:

+ A way to assure that equity and the will of Congress may be represented 
in a reduced NSF budget;

+ The role of science education in our Nation's scientific understanding, 
as a necessary partner of basic research and as a significant 
contribution of undergraduate colleges, and

+ The way in which certain of the Foundation-proposed budget rescissions 
and suspensions bear on science education.

An Equitable Budget:

The March request for the NSF fiscal 1981 budget, although less than the 
January request, still represents an 8.1 per cent increase over fiscal 1980 for 
the total budget. The Science Education segment, however, was decreased from 
its fiscal 1980 level by 3.2 per cent.

This is representative of the attitude within NSF and the Office of Manage­
ment and Budget toward these Science Education programs: They must not only 
receive smaller portions of the originally requested budget but also sustain 
the punishment of rescissions and cuts.

We urge that this Subcommittee review the original NSF fiscal 1981 budget request 
which was submitted in January, and its justifications. In your amended version 
of this budget, we hope that you will consider increasing the Science Education 
portion as you have in the past and as the House authorizing committee has.

*The Independent Colleges Office is the Washington Office of the Great Lakes Colleges 
Association whose members are: Albion College, Antioch University, Denison 
University, DePauw University, Earlham College, Hope College, Kalamazoo College,
Kenyon College, Oberlin College, Ohio Wesleyan University, Wabash College, The 
College of Wooster. Other Independent Colleges Office members are: Beloit College, 
Mount Holyoke College, Reed College, Rollins College.
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Then if you decide that the budget cuts are necessary in the light of present 
economic conditions, we hope you will make such cuts across the board in all 
NSF divisions as they appear in this Subcommittee's version of the January 
requested budget. This process, we strongly believe, will be much more equitable 
than NSF's and OMB's system of revising the budget to protect their own 
favorites and punish their stepchildren. The product of this process will 
represent the will of Congressional authorizing and appropriating committees 
concerning NSF program expenditures.

Important Role of Science Education:

Scientific Understanding in the Nation

The future of our Nation is inextricably bound to the future of our progress 
in science. For example, two major current problems, energy and the productivity 
of our labor force, cannot be solved without continued and rapid scientific 
progress. It is clear that our ability to deal with the complex issues of the 
modern world depends greatly on scientific advancement and that our political 
and economic futures are tied closely to our technical progress.

Further, many If not most public policy decisions that face government 
from the Congress right down to the city council now require at least some 
scientific understanding. A trained group of scientists and a scientifically-aware 
government and electorate are critical elements in our Nation's future. The 
need for a strong, vital program of science education could not be clearer.

We must have strong science education programs at all levels, including in 
our primary and secondary schools. Qualified teachers for those activities must 
be provided by equally strong programs of science education in our colleges and 
universities. The most recent National Assessment of Science unfortunately 
shows that we are not succeeding in this effort. The Assessment showed that 
science achievement of nine-, thirteen- and seventeen-year-olds continues to 
decline, especially in the physical sciences. There the plunge constitutes a crisis 
(See Appendix A.) Dr. Jerrold R. Zacharias, a leader in the areas of science 
policy, research and education, laments the decline of science education and lays 
the fault with university scientists,who will no longer involve themselves in 
science_education, and with NSF. He points out, " . . .  The NSF wants the big 
/budget/ amounts for research and peanuts for education."!/

The President of the United States himself recognizes the importance of 
science education and the inadequacy of National efforts in the recent past. In 
a memorandum dated February 8, 1980, President Carter instructed Secretary of 
Education Hufstedler and NSF Director Atkinson: "I am increasingly concerned 
whether our science and engineering education is adequate, both in quality and 
in numbers of graduates, for our long-term needs. Accordingly I would like you 
to carry out a review of our science and engineering education policies at the 
secondary and university levels to ensure that we are taking measures that will 
preserve our national strength."2/

1/As quoted in "About Education: Solving the Case of the Classrooms' Missing 
Scientists," Fred M. Hechinger, The New York Times, January 29, 1980.

2/As reported in "Is Science and Engineering Training Adequate," Luther J. Carter, 
Science, Vol. 28 (4 April 1980), pp. 35-36.
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I  h ope  t h a t  t h e i r  r e p o r t in c lu d e s  th e  d a ta  show n in  A pp en di ce s B an d C o f 
t h i s  te st im o n y , wh ich show g ra p h ic a ll y  how su p p o rt  fo r Sci ence E duca ti on  by 
th e  Foundat io n  has  s te a d i ly  d e c li n e d .

I t  seems to  me th a t  a f a i r  summary s ta te m e n t fo r  th e  r e p o r t m ig ht  re ad  
as  fo ll o w s:

"Mr. P r e s id e n t,  your co nce rn  i s  w e l l - j u s t i f i e d .
In de ed  th e re  has  be en  a d e c li n e  in  th e  q u a l i ty  o f sc ie n c e  
and e n g in e e ri n g  e d u ca ti o n  in  th e  N a ti o n . No sm all  p a r t 
o f th e  re aso n  fo r  th a t d e c li n e  has bee n th e  c o n s is te n t 
p o li c y  o f th e  N a ti o n a l Sci ence Foundation  over th e  p a s t 
tw el ve  y e ars  o f su p p o rt in g  re s e a rc h  a t  th e  ex pen se  o f 
sc ie n c e  e d u c a ti o n ."

I t  wo uld  seem  c le a r  th a t  in  v ie w  o f th e  e x p re ss ed  conce rn  o f th e  P re s id e n t 
i t  i s  in a p p ro p r ia te  to  cu t s c ie n c e  e d u c a ti o n  pro gra m s.  I f  an y th in g  th ey  sh ould  
re c e iv e  in c re a se d  fu n d in g . Bu t i f  budget  re d u c ti o n s  a b s o lu te ly  mus t be  ma de,
I  su bm it  th e re  i s  no j u s t i f i c a t i o n  a t  a l l  f o r  hav in g  them  f a l l  d is p ro p o r ti o n a te ly  
on sc ie n c e  e d u c a ti o n  pro gr am s.

Sc ie nce  E ducation  and  S c i e n t i f i c  R es ea rc h

B as ic  s c i e n t i f i c  re s e a rc h  and e d u c a ti o n  in  sc ie n c e  for m a co ntinu um , as  
in de ed  Con gr es s re cogn iz ed  when i t  man da ted th e  N a ti o n a l Scie nce F oundation  " to  
de ve lo p and en co ura ge  th e  p u r s u it  o f a n a ti o n a l p o li c y  fo r th e  pro m ot io n of  
b a s ic  re s e a rc h  and  e d u ca ti o n  in  th e  s c ie n c e s ."  I t  i s ,  f i r s t ,  n e a r ly  im p o ssi b le  
to  c a r ry  o u t s c i e n t i f i c  re s e a rc h  in  an  ac ad em ic  i n s t i t u t i o n  w it h o u t sc ie n c e  
e d u ca ti o n  o c c u rri n g  s im u lt a n eo u s ly , an d th a t  i s  tr u e  bo th  in  th e  g ra d u a te  re s e a rc h  
u n iv e r s i t i e s  and  in  our u n derg ra duate  c o ll e g e s  whe re  fa c u lt y  a re  jo in e d  in  
t h e i r  re s e a rc h  by s tu d e n ts . Se co nd , w it h o u t sc ie n c e  e d u ca ti o n  to day  th e re  would  
be  no s c i e n t i s t s  t r a in e d  to  c a r ry  o u t to m orr ow 's  r e s e a rc h . D ir e c to r  A tk in so n 
made th i s  same p o in t in  h is  s ta te m e n t ac co mpa ny ing th e  January  1981 budget when 
he  obse rv ed  t h a t  th e  s c i e n t i f i c  de ve lo pm en ts  o f th e  1 9 7 0 's were  p o s s ib le  be ca us e 
o f th e  N a ti o n 's  p a s t in vest m en t in  " b a s ic  sc ie n c e  and th e  t r a in in g  o f s c i e n t i s t s . "

I  w ish to  c a l l  th e  a t te n t io n  o f th e  Su bc om mitt ee  to  th e  la c k  o f b a la n c e , 
wh ich  I  ha ve  r e fe r r e d  to  e a r li e r ,b e tw e e n  F oundation  su p p o rt  fo r b a s ic  re s e a rc h  
and  th a t  fo r sc ie n c e  e d u c a ti o n . A pp en di ce s B and  C show how th e  two, which  
we re n e a r ly  e q u a l in  1967 — only  th i r t e e n  y e a rs  ago — ha ve  now d iv e rg ed  to  
th e  p o in t wh ere  th e  budget  fo r  sc ie n c e  e d u ca ti o n  i s  l e s s  th an  o n e -t e n th  th a t  fo r  
b a s ic  re s e a rc h . T h is  d e c li n e  in  fu nd in g  fo r sc ie n c e  e d u ca ti o n  was n o t ca us ed  
by  any  d ro p o ff  in  c o ll e g e  e n ro ll m e n ts , fo r  i t  be ga n more th an  a de ca de  ago when 
en ro ll m e n ts  were c li m b in g . As s ta te d  abo ve,  th e  e x p la n a ti o n  wo uld  seem  to  be 
c le a r :  th e  F oundation  and th e  O ff ic e  o f Managem ent and  Bu dg et si m pl y ha ve  ch os en  
to  em ph as ize su p p o rt  fo r  b a s ic  re s e a rc h  over th a t  fo r  sc ie n c e  e d u c a ti o n . Thi s 
same em ph as is  co n ti nued  to  be p re s e n t in  th e  1981 budget as i t  was o r ig in a l ly  
subm it te d  in  Jan u a ry : The  t o t a l  ag en cy  re q u e s t was up by 15 .5  p e r cen t bu t 
th a t  fo r  S cie nce E ducation  was only  in c re a se d  by 9 .6  pe r c e n t . The S cie nce E ducation  
budget was only  7. 45  p e r c en t o f th e  t o t a l  NSF bu d g e t.  Now, in  th e  Mar ch v e rs io n  
o f th e  1981 bu d g e t,  Scie nce E duca tion  i s  re du ce d to  a mere 7 .0  p e r c en t o f th e  
t o t a l  NSF re q u e s t.
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Th anks  in  p a r t  to  R e p re se n ta ti v e  Pea se  fro m my S ta te  o f Ohi o,  th e  
Hou se Co mm itte e on  Sci en ce  and Te ch no logy  was a b le  to  recommend an  in c re a se  
o f $6 .5  m il li o n  in  th e  Sci ence Education  budget  a u th o r iz a t io n .  We s tr o n g ly  
su p p o rt  R e p re se n ta ti v e  P e a s e 's  e f f o r t s  and no te  w it h  r e a l  p le a su re  th a t  you  
w i l l  be  we lco mi ng  him a t  th e se  h e a r in g s . We ho pe  you w i l l  su p p o rt  th e  f u l l  
a u th o r iz a ti o n  f ig u r e  as  yo ur  ba se  fo r  Sc ie nce  E d uca ti on .

L et me add  h e re  th a t  as  a fo rm er  re s e a rc h  s c i e n t i s t  and sp eak in g  fo r  th e  
underg ra duate  c o ll e g e s , we ha ve  no d e s ir e  to  se e  th e  su p p o rt  fo r b a s ic  re s e a rc h  
le ss e n e d . To recom mend th a t  would  be ir r e s p o n s ib le .  But we do w is h to  se e  
su p p o rt  fo r  Scie nce E ducation  in c re a se d  s ig n i f i c a n t ly  and th en  h e ld  a t  a 
re aso n a b le  f r a c t io n  o f th e  b a s ic  re s e a rc h  bu d g e t.  We ha ve  suggeste d  b e fo re  
th a t  o n e - th ir d , f a r  l e s s  th an  th e  f i f t y  p e r c en t o f 19 67 , wo uld  be  a re a so n a b le  
r a t i o .  How can th e  F oundation  me et i t s  man da te  fo r su p p o rt  o f s c ie n c e  ed u ca ti o n  
to day  and  fo r  b a s ic  re s e a rc h  tom orrow  i f  th e re  i s  a c o n ti n u a l d e c li n e  in  r e a l  
su p p o rt  fo r  sc ie n c e  educa ti on?

The Rol e o f th e  U nder gra duat e C oll ege

The un d erg ra d u a te  c o ll e g e s  a r e ,  as my re m ar ks  s u g g e s t,  e s p e c ia l ly  con ce rn ed  
w it h  sc ie n c e  e d u c a ti o n . I t  i s  o f te n  n o t re co g n iz ed  j u s t  wha t a v i t a l  ro le  
th e se  i n s t i t u t i o n s  ha ve  p la yed  in  our n a ti o n a l s c ie n c e  e f f o r t  th ro ugh th e  p ro d u c ti o n  
o f Ph .D . s c i e n t i s t s .  N ot , o f c o u rs e , by g ra n ti n g  th e  Ph .D . d i r e c t l y ,  b u t r a th e r  
by  th e  g ra n ti n g  o f B a c h e lo r' s  deg re es to  a very  la rg e  num ber  o f young s c i e n t i s t s  
who th en  go on to  re c e iv e  t h e i r  Ph .D . a t  one o f th e  m aj or u n iv e r s i t i e s .  (See  
Ap pend ix D. ) Th os e o f  us  a t un d erg ra d u a te  i n s t i t u t i o n s  n a tu r a l ly  b r i s t l e  when 
i t  i s  im p li ed  th a t  we ha ve  ha d on ly  a m in or  r o le  in  th e  n a ti o n a l s c ie n c e  e f f o r t  
and when we obse rv e th e  sh ar p  d e c li n e  t h a t  has  o c cu rr ed  in  su p p o rt  fo r  s c ie n c e  
e d u c a ti o n .

The u n d erg ra d u a te  c o ll e g e s  a ls o  s e rv e  two o th e r  im p o rt an t g ro ups:  
th o se  who w i l l  go on to  te a ch  a t  th e  e le m en ta ry  and  se condary  le v e l  an d th o se  
fo r  whom t h e i r  u nderg ra dua te  y e a rs  re p re s e n t a l a s t  o p p o rt u n it y  to  ta k e  a 
fo rm al  c o u rs e  in  s c ie n c e . Bo th gro up s a re  o f c r u c ia l  s ig n if ic a n c e  in  h e lp in g  
us  to  ach ie v e  a s c i e n t i f i c a l l y - l i t e r a t e  c i t i z e n r y .

R e sc is s io n s  and C uts : S e le c te d  Pr og rams

I n s t r u c t io n a l  S c i e n t i f i c  Eq uipm ent Prog ram x

The o b so le scence  o f re s e a rc h  eq ui pm en t has be en  c o r r e c t ly  i d e n t i f i e d  by 
D ir e c to r  A tk in so n  and th e  Foundation  as a m aj or n a ti o n a l pro bl em . At th e  same 
ti m e, we a re  very  d is a p p o in te d  t h a t  su p p o rt  fo r  in s tr u m e n ta ti o n  fo r  s c ie n c e  
e d u ca ti o n  un de r th e  I n s t r u c t io n a l  S c i e n t i f i c  Eq uipm ent Prog ram (IS EP ) i s  no t 
in c lu d e d  as  p a r t  o f th i s  pro bl em . In  th e  NSF 1981 budget  r e q u e s t,  fu ndin g fo r 
i t  was to  be  re duced , and th e  A d m in is tr a ti o n  ev en  recomme nded th a t  1980 ISEP fu nd s 
be re sc in d e d ! We a re  deep ly  g r a te f u l  th a t  t h i s  Su bc om mitt ee  denie d  th e  r e s c is s io n  
l a s t  we ek , a p p a re n tl y  n o t ag re e in g  w it h  th e  E stim ate d  E f fe c t S ta te m en t on  th is  
r e s c i s s io n  in  whi ch  NSF c a l le d  th e  ISEP prog ram one  o f "l ow er  p r i o r i t y . '\ 3 /  I s  
t h i s  y e t a n o th e r exam ple  of th e  F o u n d a ti o n 's  b ia s  a g a in s t s c ie n c e  edu ca ti o n ?

3/ "N a ti o n a l Sci ence Foundation  Scie nce E ducation  A c t iv i t i e s , "  R e sc is s io n
P ro p o sa l No. R8 0-54 , F e d e ra l R e g is te r , Vol . 45,  No. 80 (A p ri l 23 , 19 80 ),  
p . 27690. ---------------------------
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Bo th in  my own re s e a rc h  and in  my te a c h in g  I ha ve  us ed  s c i e n t i f i c  
in s tr u m e n ta ti o n  e x te n s iv e ly . I ca n t e l l  you  th a t  i t  i s  no more p o s s ib le  to  
te a ch  mod ern sc ie n c e  w it h o u t u s in g  in s tr u m e n ts  th an  i t  wo uld  be  to  co nd uc t 
modern s c i e n t i f i c  re s e a rc h  w it h o u t the m.  S u re ly  th e  g ra d u a te  re s e a rc h  
i n s t i t u t i o n s ,  wh ich  g la d ly  acc e p t our g ra d u a te s  as  Ph .D . c a n d id a te s , do n o t 
expec t them  to  a r r iv e  never  hav in g l a id  ha nd s on  re a so n a b ly  mod ern,  u p - to -d a te  
s c i e n t i f i c  eq uip m en t.  We w i l l  do a l l  we ca n to  avo id  t h a t ,  bu t we ne ed  he lp  and  
in  th e  p a s t ISEP has  p ro v id ed  th a t  h e lp .

Thi s pr og ram i s  note w or th y in  t h a t  i t  r e q u ir e s  th a t  Foundation  fu nd s be  
matc hed by i n s t i t u t i o n a l  fu nds,  which  r e s u l t s  in  a dou b li n g  o f th e  im pa ct  o f 
th e  g ra n t and e n su re s  th a t  only  it em s o f h ig h  p r i o r i t y  w i l l  be  a cq u ir e d .
The prog ram i s  a lr e a d y  w o efu ll y  underf unded . In  f i s c a l  1979, only  19 .6  p e r cen t 
o f th e  a p p li c a ti o n s  we re fu nd ed .

Ev ery argu men t NSF has  ad va nc ed  fo r  in c re a se d  fu nd in g  fo r  re s e a rc h  
eq uipm en t seems to  app ly  e s p e c ia ll y  w e ll  fo r  eq ui pm en t us ed  fo r  e d u c a ti o n . Bo th 
become o b so le sc e n t a t  th e  same r a t e ,  and th e  ne ed s appear e q u a l.  We ho pe  you  
w i l l  se e  f i t  to  in c re a se  th e  budg et  fo r  t h i s  v i t a l  ne ed  over th e  S3 .2  m il li o n  
re q u e ste d  by NSF in  i t s  Ja nuary  budg et  re q u e s t.

Lo ca l Cou rse Im provem ent Prog ram

The Foundation  ha s only  one pr og ram th a t  a ll ow s an in d iv id u a l sc ie n c e  
ed u ca to r to  c o n c e n tr a te  on  devel op in g  a new cou rs e  o r s e t  of  c o u rs e s : th e  
Loc al  Cou rse Impro veme nt prog ram (LOC I). The su p p o rt  fo r a sc ie n c e  ed u ca to r 
to  sp en d a c o n c e n tr a te d  p e ri o d  o f tim e in  develo p in g  a new cours e  o r s e t  o f 
co u rs es  i s  j u s t  as v i t a l  to  sc ie n c e  e d u ca ti o n  a s  i s  a re s e a rc h  g ra n t to  a s c i e n t i f i c  
re s e a rc h e r . The pac e o f s c i e n t i f i c  de ve lo pm en t i s  so  ra p id , and  th e  te a ch in g  
lo ad s  a t  many i n s t i t u t i o n s  so  hea vy,  th a t  ev en  i f  on e i s  a b le  to  ke ep  up w it h  
th e  f i e ld  th e re  may n o t be  tim e to  in c o rp o ra te  new m a te r ia l ,  ev en  new c o u rs e s , 
in to  th e  cu rr ic u lu m . My own i n s t i t u t i o n  b e li e v e d  th e  de ve lo pm en t o f new co u rs es  
to  be  so im p o rt an t th a t  s e v e ra l y e a rs  ago we s e t  a s id e  a s u b s ta n t i a l  p o r ti o n  
o f a la rg e  b equest to  th e  C oll ege  fo r  t h i s  very  pu rp o se . We in  e f f e c t  c re a te d  
our own m in i- fo u n d a ti o n  fo r  improvem ent o f th e  c u rr ic u lu m  and  o f te a ch in g  s k i l l s .  
Th ese fu nd s a re  n e a r ly  e x h au ste d , b u t we a re  re q u e s ti n g  more  fo r  th e  same 
pu rp os e fro m don or s as p a r t  o f a m aj or  c a p i t a l  ca m pa ign.

Few in s t i t u t i o n s  a re  as  fo r tu n a te  as  O b e rl in  in  th i s  re g a rd , and to  them  
LOCI i s  v i t a l .  Ye t th e  Foundat io n pro pose s to  "s usp en d" i t s  S3 .5  m il li o n  a l l o ­
c a ti o n  in  th e  March v e rs io n  o f th e  1981 budget.  NSF recommended a 49 p e r c en t 
fu ndi ng in c re a se  fo r LOCI in  i t s  Ja nuary  1981 bu d g e t.  What lo g ic  now d ic ta te s  
th e  p ro gra m 's  susp ensi on?  We fe a r  t h a t  on ce  so  su sp ended, i t  w i l l  d is a p p e a r 
from th e  sc en e . We a sk  th a t  LOCI n o t be  s in g le d  o u t fo r o b li v io n .

S cie nce F ac u lt y  P ro fe s s io n a l De velop me nt

I t  i s  an  o b se rv a b le  f a c t th a t  s c ie n c e  ad va nce s in e x o ra b ly  w het he r o r no t 
te a c h e rs  and  s tu d e n ts  ke ep  up w it h  i t .  S tu d ie s  o f th e  use  o f s c i e n t i f i c  jo u rn a ls  
show a g re a t d e c li n e  in  use  fo r  th o se  th a t  a re  more th an  s ix  o r se ve n y e a rs  
o ld . New jo u rn a ls  w it h  u p - to -d a te  in fo rm a ti o n  re p la c e  them ra p id ly .  J u s t  as  
s c i e n t i f i c  a p p a ra tu s  and l i b r a r i e s  become o b s o le s c e n t over  ti m e , so  w i l l  s c i e n t i f i c  
minds  w it h o u t a g re a t d e a l o f a t t e n t io n .  Sp ea ki ng  as  a s c i e n t i s t  m y se lf , I can  
t e s t i f y  t h a t  kee pin g c u r re n t has never  be en  e asy . The  f a c t  th a t  i n s t i t u t i o n s
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sp en d a s ig n i f i c a n t  amount o f t h e i r  own money on  s a b b a ti c a l le a v e  pr og rams show s how much v a lu e  th ey  p la c e  on th i s  k in d  o f a c t i v i t y .  The e f f o r t  ha s be en  g r e a t ly  a id ed  by th e  S cie nce F a c u lt y  P ro fe ss io n a l De ve lopm ent Pro gra m (SFPD) o f th e  Foundat io n .

The econom ic c o n d it io n s  o f th e  1 9 7 0 's and th o se  th a t  loom fo r th e  1 9 8 0 's ,  ho wev er , ha ve  made an d w i l l  c o n ti n u e  to  make i t  more  d i f f i c u l t  fo r  f a c u l ty  to  m a in ta in  c u rr e n c y . S c i e n t i f i c  kn ow ledge and  p u b li c a ti o n s  ha ve  ex pa nd ed  a t an  unpre ced en te d  r a t e .  The f in a n c ia ll y -p re s s e d  i n s t i t u t i o n s  ha ve  ha d to  in c re a se  te a ch in g  lo a d s , and in  some cases  th ey  ha ve  be en  fo rc ed  r e lu c ta n t ly  to  re duce o r e li m in a te  t h e i r  s a b b a ti c a l le av e  pr ogr am s.  The ne ed  fo r th e  F oundation  to  come to  th e  a s s is ta n c e  o f s c ie n c e  fa c u lt y  a c ro ss  th e  c o u n tr y  ha s never  be en  g r e a te r .

Ye t in  ea ch  o f  th e  l a s t  two y e ars  th e  Fou ndat io n  has  budge te d no mon ies fo r t h i s  im p o rt an t pr og ra m , and  ea ch  y e a r th e  C on gr es s ha s had  to  r e s to r e  th ose  fu n d s .

Thi s re sp onse  o f th e  Fou ndat io n  to  SFPD seems to  ste m from th e  m is ta ken  view  th a t  sem este r o r y e a r-l o n g  le a v es  a re  in e f f e c t iv e  and can re p re s e n t tim e w ast ed , ev en  a "b oon do gg le " t h a t  th e  ta x p ay er sh ou ld  no t s u p p o rt . I  ca n 
t e s t i f y  c a te g o r ic a l ly  t h a t  su ch  i s  n o t th e  cas e  a t  th e  i n s t i t u t i o n s  I  re p re s e n t .  F acu lt y  a p p li c a ti o n s  fo r  th e se  le a v es  a re  scre ened  c a r e f u l ly .  The fa c u lt y  p la n  fo r  th e  tim e away w it h  c a re , use  th a t  tim e w e ll , and  th ey  and th e i r  
i n s t i t u t i o n s  b e n e f it  s i g n i f i c a n t ly .  To w hate ver e x te n t th e  "b oon dog gl e"  s te r e o ­ty pe may be  t r u e ,  i t  si m pl y can not apply  to  th e  SFPD prog ram fo r  i t  i s  one  o f th e  mo st c o m p e ti ti v e  in  th e  e n t i r e  F oundati on . As e v id e n ce , in  19 77 , 19 78 , 
1979 and 1980 th e  su cc e ss  r a t i o s  in  th e  SFPD pr og ra m  were o n ly  7 .4 , 8 .3 ,
11 .4  and  12 .6  p e r c en t r e s p e c t iv e ly .  I t  see ms  to  us  th a t  a pr og ram which  i s  so  a t t r a c t i v e  t h a t  f a c u lt y  apply  ev en  thou gh  th e re  i s  only  one ch an ce  in  te n  to  th i r t e e n  o f re c e iv in g  an  aw ard  d ese rv es  more fu n d in g , n o t l e s s .  A gai n, we as k  th a t  th e SFPD be r e s to re d .

C onc lu si ons

In  c o n c lu s io n , l e t  me u nders co re  th e  ma in p o in ts  in  my p re s e n ta t io n .

1 . Suppor t fo r  Sci ence E duca tion  by th e  N a ti o n a l Sc ie nce  F oundation  ha s 
d e c li n e d  s te a d i ly  fo r  th i r t e e n  y e a r s . On ly th re e  mo nth s ago P re s id e n t 
C a r te r  h im se lf  exp re ss ed  in  w r it in g  h is  in c re a s in g  co nce rn  w it h  th e  s t a t e  o f s c ie n c e  and e n g in e e r in g  e d u ca ti o n  in  th e  N ati on .

2.  In  view  o f t h i s ,  i t  wo uld  be  lo g ic a l  to  in c re a se  fu ndin g fo r  s c ie n c e  
ed u ca ti o n  an d beg in  to  b ri n g  i t s  le v e l in to  a s ta b le - r e la t io n s h ip  
w it h  th a t  o f th e  re s e a rc h  pr ogr am s.

3.  I f ,  in  o rd e r to  com bat  i n f l a t i o n ,  i t  i s  deemed n e ce ssa ry  to  tr im  th e 
NSF bu d g e t,  th en  we ur ge  th a t  you c u t Sci ence E ducation  by  no more  
th an  i t s  p ro p o r ti o n a te  sh are  o f wha t C ongre ss , n o t th e  OXB, c o n s id e rs  i t s  a p p ro p r ia te  budget.
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4.  We urg e a d d it io n a l su p p o rt  fo r  th e  I n s t r u c t io n a l  S c ie n t i f i c  Equip me nt 
Pr og ram. The in s tr u m e n ts  whi ch  t h i s  im p o rt an t pr og ram su p p o rt s  a re  
bad ly  ne ed ed  by th e  i n s t i t u t i o n s ,  which  sh are  e q u a ll y  in  th e  c o s t of  
a c q u ir in g  them b u t which  can no t a f fo r d  to  purc hase  them  w it h o u t Fou ndat io n  
a s s i s t a n c e .

5.  The Loca l Co urse  Im provem ent and S c ie nce  F a c u lt y  P ro fe s s io n a l De velop me nt 
prog rams ea ch  p la y  an  im p o rt an t r o le .  NSF ha s o ff e re d  no lo g ic a l 
re aso n  to  s in g le  them o u t fo r  su sp e n sio n  in  th e  1981 budget.

F in a ll y , on  b e h a lf  o f th e  c o ll e g e s  I r e p r e s e n t ,  I  th an k you fo r  t h i s ,  
o p p o rt u n it y  to  p re s e n t our v ie w s.

In dependen t C o ll eges  O ff ic e  
May 1, 1980



APPENDIX A

Changes in Physical Science Achievement From 1969-70 t o 1972-73 
and From 1972-73 to 1976-77 fo r 9-, 13 and 17-Year-Olds

Year of  Assessment

Mean Change -2.6
Standard Error  .7

Mean Change -3.5
Standa rd Error  .5

S o u rc e : Thr ee  N a ti o n a l As se ss m en ts  o f  S c ie n ce : Ch anges In  A ch ie ve m en t, 19 69 -
72 . N a ti o n a l A ss es sm en t o f E d u ca ti o n a l P ro g re s s , E duca ti on  Comm iss ion
of th e  S ta te s . W as hi ng to n,  D .C .:  N a ti o n a l C en te r fo r  E duca ti on  
S t a t i s t i c s ,  Ju ne  19 78 . E x h ib it  3,  pa ge  8.
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E E V I S E  ^ P E N D I X  C

NATIONAL SCIENCE FOUNDATION
S upport  o f S cie n c e  E duca ti on  an d B asic  R e se a rc h ! / FY 19 67 -1 98 1 

in  FY '6 7  D o ll a rs

1 /S c ie n c e  E d u c a ti o n  do es  n o t in c lu d e  G ra duate  S tu d e n t S u pport  o r  T ra in e e s h ip s , T e c h n o lo g ic a l 
.n n o y a ti o n  in  e d u c a ti o n  and P u b li c  U n d e rs ta n d in g  o f S c ie n c e . B asic  R ese a rc h  in c lu d e s  M athe ­

m a t ic a l  6 P h y s ic a l S c ie n c e s ; A s tr o n o m ic a l,  A tm ospheri c , E a r th  & Oc ean S c ie n c e s ; B io lo g ic a l ,  
B eh av io ra l i  S o c ia l  S c ie n c e s ; th e  E n g in ee ri n g  co mpo ne nt  o f E n g in e e ri n g  4 A p p li ed  S c ie n c e s , an d 
th e  fo ll o w in g  pr og ra m s c o n s o l id a te d  in  " C r o s s - D i r e c to r a te  P ro g ra m s,"  w hic h we re p re v io u s ly  
fu nded  th ro u g h  on e o r more o f th e  named d i r e c t o r a t e s :  I n d u s t r y /U n iv e r s it y  C o o p e ra ti v e  R es ea rc h  
U n iv e r s it y  R es ea rc h  F a c i l i t i e s  Im pr ov em en t. 2 -Y ear/ 4 -Y ea r C o ll e g e  I n s t ru m e n ta ti o n , R eg io nal 
In s tr u m e n ta ti o n  F a c i l i t i e s  an d R es ea rc h  I n i t i a t i o n  in  M in o ri ty  I n s t i t u t i o n s .  (T h is  i s  do ne  co 
m a in ta in  co m p a ti b le  f i g u r e s . )

^ /F ig u r e  in c lu d e s  o b l ig a t io n s  fo r  t r a n s i t i o n  q u a r te r  ( J u ly  1 th ro u g h  Sep te m ber  30, 19 77) 
c r e a te d  by ch ang in g  th e  F e d e ra l f i s c a l  y e a r co an  O c to ber 1 th ro u g h  Sep te m ber  30 b a s i s .

_3/Amended NSF F is c a l  1981 budget  r e q u e s t ,  Ma rch  19 80 .

S o u rc e s: NSF Ann ua l R ep o rt s  fo r  f i s c a l  y e a rs  1967 th ro u g h  1978 
NSF F is c a l  1981 "3udget in  B r ie f"
NSF Bud ge t Amendm ent,  F is c a l  Yea r 1981
R ev is ed  Co nsum er P r ic e  In dex  f o r  Ur ba n Wage E arn e rs  and C le r i c a l  W or ke rs  (1 967=100),  

Bur ea u o f  Lab or S t a t i s t i c s ,  U .S . D ep ar tm en t o f  Lab or
Ec onom ic p r o je c t io n s  made by th e  C ouncil  o f  Eco nomi c A d v is e r s , O f f ic e  o f  Manag ement  

an d Bud ge t

In d ep en d en t C o ll e g e s  O f f ic e  
May 1980

6 3 -2 7 7  0 - 8 0 - 6
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APPENDIX D
BACCALAOTIdTE O1ICIMS OF DOCTOlATXS 

m THE
PSTSICAL AND BIOLOGICAL. se iners

The M ai ler co ll eg es here tr ad it io nall y  and co ns is te nt ly  been highly  
productive  of  studen ts who go on co get  their Ph .D .'s  In the ec len cea. Io 
the aoec recent period for  which we have data, graduates of  the Associated  
Collegee of  che Midwest and the Crest lakes Co lleges Assoc iat ion co lla ge s 
have continued co get th eir Ph.D. degrees In the ph ysical and bi olog ic al  
sc ien ces at a rate  of  Increase gre ate r than tha t of  ten leading sources of  Ph.D. 
degrees and eig ht  lea din g tech ni ca l sch oo ls.

The everage yearly production of che ACM and CLCA co lle ges  for the period 
of  1967-76 proves co be great er chan che production of  Cha previou s seven 
years . While cao lea din g bac calaur eate sources of doc tor ate s for  the  nat ion 
Increased th eir average ye ar ly output for ehe ease  period by only 45.2 
par cent and eig ht  lea din g tech nica l schools  by by 58.9 per cent , CIXA co lle ge s 
Increased their production by 65 .8 par cent  and che ACM co lla ge s by 77.8 
par cent . Cowperlag the rec ent  ten -yea r period with the 1950-59 base per iod, 
CIXA Ph.D. production Increased 136.7 per cen t and that  of the ACM co lle ge s 
by 220.0 par cent.

1950-59 figu re s:  "Changes In Baccala ureate Origins  of  Doctorat es
In the Sc ien ces,"  Albert 8.  Stew art,  Antioch Co llage , January, 1967.

ano
Doctorate Product ion In Doited Sta tes  U niv er si ti es , 1920-1962. Publication 
1142, National Acadeay of Sc ien ces - Nation al Besearch Council , 1963, 
Appendix 5.
1960-66 fig ur es : Doct orate Hacipleots frow Pnlced States  U ni ver si ti es x

1958-1966. Publ icati on  1*89,  National Acadeay of Sc ien ces, Washington, 
D.C., 1967, Appendix B.

1967-76 figu re s:  "CT 1920-FY 1976 Doctor ates by Baceela ure ate In st itution s 
In 31 Doctoral F ie ld s,  3 Tine Perio ds ." unpubl ished s ta t i s t ic s  by 
the  Notion al Acadeay of Sc ienc es , Washington, D.C. , 1977.

SUMMARY TABLE

BACCALAUREATE ORIGINS OF DOCTORATES IN THE 
PHYSICAL AND BIOLOGICAL SCIENCES

B accala ureate  10 Ye ar s 7 Years
So ur ce  o f  1950 -5 9 19 60 -6 6
th e Ph .D . Y ea rl y Average  Y early  Ave ra ge

A ss o c ia te d  C o ll eg es
o f  th e Midw est  2 / 3 3 .8  6 2 .7

Percenta ge P er ce nta ge
10  Ye ar s In crea se  in  Y early  In crea se  in  Y ea rl y
1967- 76  Average  Be tween  Average  Between

Y early  Ave ra ge  19 60 -6 6 and 19 67 -7 6 19 50- 59  and 19 67 -7 6

n l /

Great  Lakes C o ll eg es  
A s s o c ia t io n ^ /  6 5 .9 9 4 .1 156 .0 6 5 .8 136.7

E ig ht Lea ding  T ech n ic a l
S chools  £ /  205 .6

Ten Le ad in g So ur ce * 5 / 67 8 .0

389 .2

847 .8

618 .6

1230 .9

58 .9

4 5 .2

200.9

8 1 .5

In crease  ba sed on d if fe r e n c e  be tw ee n 19 67 -7 6 y e a r ly  averages minus  Lake F orest  C o ll eg e  and 19 50- 59  y e a r ly  av er ages 
fo r  which  per io d  Lake  F orest  f ig u r e s  are  n o t a v a i la b le .

i'n w Uuc lit W  Collage# at tM Nldweet are: Beloit College. Car lata* Callage. Cee Callage, Celareda Callage, Co rue 11 
Collage, Crlnnell Callage. loon Callage, Laae Fareet Callage. Lavraoce Ueiverelty. Macaleacer Callage, Mnaouth Callage,
«lpae Callaga. Sc. Olaf Callaga.

2z7ha Croat Lahee Callagaa AeeoclacUra aaMU  era: Album Callage. Aatloch Unlvaralty. Moleae Unlvaralty.
'Jnlverelty, lari hen Callaga. tone Callaga. Lal anasee Callaga. Lenyoe Callaga. Oberlin Callage, Ohio Weeleyaa Onlverolty,
Uabaab Callage. The Callage at weaatar.

i/l lghg  Leading Technical Schoela era-. Naaaachuaacta laatlte ta af Technology. California Xaacltuta at Technology, 
lanaaalaar Polytechnic loecltace.  Ilea University, lehlgh University. llilno la  laat ltet a at Tectaolagy. Pelytechnic 
laat lteta at »av TarX (u h  chaaged (ran breaalyn PalycacMic la 1»7>»A), Virginia Polytechnic laetltwte  and State

1ZT<« deeding lewreae taclwdai L'alveralty at Callfarnle-berhalay. CWT-Clcy Callage (formerly City Callage at lew 
Tern), University af Ill ioeia.  University af Chicago. University it  Vleconala. Harvard University. University af 
Mleeeeece. University af Michigan. caliaaeia University, Cornel; Unlvaralty.

In de pe nd en t C o ll e g e s  O ff ic e  
May, 197 8
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Mr. Sabo. T hank  you.
If I hea r accurate ly, you agree if the NSF budget is cu t back you think basic research should have some of the cuts and money should be re tained in science education?
Mr. Powell. That would be the effect of what I am saying.Mr. Sabo. I th ink tha t is wha t you are  saying.
I am wondering if Mr. Appley would agree with that conclusion?Mr. Appley. I cannot.
Mr. Sabo. You cannot?
Mr. Appley. No, sir.
Mr. Sabo. Mr. Roaden?
Mr. Roaden. I thin k that  the re ought to be proportiona te reduc­tions where reductions  are made across the NSF budget,  yes.Mr. Sabo. There is not unanimity with in higher education?Excuse me for ge tting into this  dialogue but I w ant to be certa in we unders tand w hat you are recommending.
Mr. Appley. I thin k it is a valid point. I would comment that  unde rgraduate equipm ent becomes less obsolescent or becomes ob­solescent at a slower rate  tha n the  work being done in resea rch and equipm ent needed for research at the  advanced level. Tha t is the basis for the  difference, and while those are desirab le ends, I thin k that  the  decision really  ought to be left with in the  scientific community  a t NSF.
Mr. P owell. I would disagree with tha t, since the  p roduct of tha t process has been demonstrably  unfavorable to science education.Mr. Sabo. Fine.
Mr. P owell. The evidence is in my appendices.
Mr. Sabo. Thank you.

National Consumer Cooperative Bank 
WITNESS

ROBERT BARTELL, DIRECTOR, LEGISLATIVE  AFF AIRS, LIBERTYLOBBY

Mr. Sabo. Our next witness is Mr. Bartel l, represen ting  Liberty Lobby.
We are runn ing a littl e shor t of time. We have one person following you, a Member of Congress, and we need to be finished by twelve. We would appreciate  your summarizing the  s tatem ent.Mr. Bartell. I, firs t of all, want to than k you for the  opportunity  to appear.
I wan t to talk  about something a little different tha n what  you have heard  so far, but  we are  here basically to express our concern about the  funding for the  National Consumer Cooperative Bank.I am Robert Bartel l with Liberty Lobby.
Let me then in th e inte rest  of time summarize.
We have four major concerns which, of course, you can read in our statement.
Our major concern seems to be basically that  if a consumer  cooperative is not credit-wor thy in the  priva te community, it still unde r the terms of this  bill can go in and ask for the  taxpayers to fund them.
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We feel th at  th is is an  unwarranted  intrusion of government into 
the priva te sector and there has been no app arent difficulty in the 
past on the part of cooperatives where they  were indeed credit ­
worthy in obtaining conventional financing.

If a cooperative canno t qualify for a loan unde r the terms that 
every othe r small business must  meet, why should the  Federal  
government pump in funds to make them credit-worthy?

Moreover, if government assistance is required, a number of 
programs now exist for them within HUD and the Small Business 
Admin istration where emerging cooperativeness can already obtain 
aid, and this was brought out by Assistant  Secre tary of the Treas­
ury, Roger C. Altman.

Another concern, and this is a major one in Title II, is the  Office 
of Self-Help and Technical Assistance. The appropriation for fiscal 
year 1981 is $48 million, an increase of 182 percen t over the  fiscal 
year 1980 of $17 million, and the  very purpose of this  Title gua ran ­
tees self-perpetuation.

The very design of this  new bu reau crat ic element almost ensures 
its reauthoriz ation  year  afte r year. We have doubt that  the Act 
will provide all the  services that  it purports  to. As original ly con­
ceived, the  measu re was tailored to aid struggling cooperatives in 
poor and ghetto  areas. However, the law does nothing to limit  its 
financing to those  projects.

Any consumer cooperative unable to obtain  a loan from private 
or o ther  Federal sources would qualify. If they did not qualify, the 
Self-Help Development Fund would kick in the money unti l they 
did qualify.

We question also the philosophical underpinnings of many of 
those who have been involved in the  estab lishm ent of this bank. 
Ample evidence suggests that  the  NCCB is to be used as a tool for 
radical and fundamental res truc turing of our Nation’s cur ren t eco­
nomic system.

Ralph Nader, a strong proponent of the  bank, stated that  the 
Consumer Cooperative Bank is about to open its doors. The cooper­
atives receiving loans from the bank will be politically active in 
addition to providing goods and services.

We have, of course, three recommendations, one, tha t the  appro­
priation for NCCB should be eliminated  now so it doesn’t h ur t too 
much.

Two, if the  ent ire appropriation is not eliminated the funds for 
carry ing out Title II should be removed, and there should be lan­
guage in the  repo rt and the  appropriations bill prohibit ing the use 
of funds for any political purpose.

We don’t feel t ha t the National Consumer Cooperative Bank is a  
boon to democracy. We feel it is anti-competitive, and it destroys 
small business initiative.

It has the  poten tial to spend billions of our dollars at  a time 
when the economy is crying for increased capita l formation.

Even more reprehensible,  the NCCB is a direct Federa l subsidy 
of a political philosophy and inimical to the  Foundat ions of Ameri­
can democracy.

I thank you very much for giving us the  opportunity to present 
our views. I will be happy to answer questions.

Mr. Sabo. Thank you for being with us today.
[The stat eme nt follows:]
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Sta te m ent o f : ROBERT M. BARTELL, D ir e c to r o f L e g is la ti v e  A f f a i r s ,  LIBERTY LOBBY 
300 In de pe nd en ce  A ve. , S .E .,  W as hi ng to n,  D.C.  20003 
202 -  546 -5611

B ef or e th e : HOUSE SUBCOMMITTEE ON HUD/INDEPENDENT AGENCIES

H ea ring s on : NATIONAL CONSUMER COOPERATIVE BANK

May 6 , 1980

Mr. Ch airma n and Members o f th e  C on m ltt ee :
I am R obe rt  M. B a r te l l ,  d ir e c to r  o f l e g i s l a t i v e  a f f a i r s  o f LIBERTY LOBBY. I appre ­

c ia te  thfc  o p p o rt u n it y  to  ap pe ar  to da y and  p re s e n t th e  vie ws  o f LIBERTY LOBBY'S 25 ,0 00 - 
member Board  o f P o li c y , as w el l as  th e  co nc er n o f n e a r ly  1 m il li o n  re a d e rs  o f ou r 
we ek ly  ne w sp ap er , The SPOTLIGHT.

Our p a r t i c u la r  co nc er n is  th e  fu ndin g In clu ded in  th e  b i l l  fo r th e  N ati ona l
Consumer C ooper at iv e  Bank (NCCB). As you know, NCCB was a u th o ri z e d  by Co ng re ss  in  
19 78 , P .L . 95- 35 1.  T i t l e  I  o f th a t  a c t p ro vid ed fo r  a N ati ona l Consumer C ooper at iv e  
Bank and  a u th o ri z e d  th e  T re as ury  to  purc hase  up to  $300 m il li o n  in  c la s s  A s to ck  ov er  
a f iv e  f i s c a l  y ear p e ri o d , beg in nin g w it h  th e  f i s c a l  year  en di ng  S e p t.  30 , 1979 .

The bank would  be go ve rn ed  by a bo ar d o f  d ir e c to r s  o f 13 members appo in te d  
i n i t i a l l y  by th e  p re s id e n t . When th e  te rm s o f s ix  d i r e c to r s  e x p ir e , t h e i r  re p la c e ­
me nts  would  be  e le c te d  by v o ti n g  s to ck h o ld e rs  o f th e  bank o th e r  th an  th e  S e c re ta ry  
o f  th e  T re asu ry . When tw o -t h ir d s  o f th e  s to ck  i s  he ld  by per so ns  o th e r th an  th e  
S e c re ta ry  o f th e  T re asu ry , v o ti n g  s to ck h o ld e rs  would e le c t  s ix  more d i r e c to r s .

Th us , i n i t i a l l y  th e  fe d e ra l go ve rnme nt pu ts  up a l l  th e  v e n tu re  c a p i t a l  fo r 
th e  o p e ra ti o n . Thi s amo unts  to  some $300 m il li o n  over f iv e  y e a rs , as  I  s a id  b e fo re .

Th is  p a r t i c u la r  a c t i v i t y  o f th e  bank is  e v e n tu a ll y  to  be  owned by th e  coo pe ra ­
t i v e s .  Th ey , as  co nt em pl at ed  un de r th e  la w , w i l l  buy o u t th e  s to ck  i n i t i a l l y  fi nanced  
by th e  go ve rnme nt and  a s u c c e ss fu l p r iv a te  v en tu re  w il l ha ve  be gu n.

The  se co nd  maj or  p ro v is io n  o f th e  la w , unde r T i t l e  I I ,  is  th e  e s ta b li sh m e n t o f 
an  o f f i c e  o f Self -H elp  and T echn ic al  A ss is ta n c e . This  e n t i ty  s e ts  a new p re ceden t 
in  th e  dom es ti c ba nki ng In d u s tr y . A ft e r d is c a rd in g  a l l  th e  le g a l r h e to r i c ,  th is  
p ro v is io n  e s s e n t i a l ly  s t a t e s  th a t  any  c o o p era ti v e  ap p ly in g  fo r a lo an  t h a t  is  deemed 
uncre d it w ort hy  un de r th e  a lr e a d y  l i b e r a l  g u id e li n e s  o f th e  new fe d e ra l bank w il l be 
made c re d it w o rt h y  v ia  an in fu s io n  o f go ve rnmen t money.

The amount a ll o c a te d  to  th is  prog ram from 1979 to  1981 is  $10 m il li o n . M oreo ve r, 
t h i s  prog ram is  no t to  be subsumed by th e  p r iv a te  s e c to r .  I t  i s  to  becom e an o th e r 
on go ing fe d e ra l ha nd ou t des ig ned  to  expan d and  ex te nd  th e  in fl u en c e  o f th e  c o o p era ti v e  
movement.

Mr. Ch ai rm an , our co nc er n is  fo u r fo ld :

1.  Thi s seem s to  be an un w ar ra nte d in tr u s io n  o f go vernm ent in to  th e  p r iv a te  s e c to r .  
The re  ha s been  no appare n t d i f f i c u l t y  on  th e  p a r t o f c o o p e ra ti v e s , wh ere  th ey  we re 
in de ed  c re d it w o rt h y , in  o b ta in in g  conv en ti o n a l fi n a n c in g . I f  a co o p era ti v e  ca nn ot 
q u a li fy  fo r  a  lo an  un der  th e  te rm s ev er y o th e r  sm al l busi ness  mu st m ee t,  why sh ould
th e  fe d e ra l go ve rnme nt pump in  fu nd s to  make them  c re d it w ort hy?  M or eo ve r,  i f  go ve rn ­
me nt a s s is ta n c e  is  re q u ir e d , a number o f  pr og rams now e x i s t  w it h in  HUD and th e  Sm all  
B us in es s A dm in is tr a ti on  wh ere  em erging  c o o p era ti v es  can a lr e a d y  o b ta in  a id .

2 . Ano th er  co nc er n l i e s  w ith  T i t l e  I I  o f PL 95 -3 51. As I men tio ne d b e fo re , th is  
p ro v id ed  fo r  an O ff ic e  o f S e lf -H elp  and T ecnn ic al A ss is ta n c e . The a p p ro p ri a ti o n  
re q u e s t fo r  FY 1981 fo r t h i s  pr og ram is  $48 m i ll io n , an  In c re a se  o f 182X over th e
FY 1980 le v e l o f  $17 m il li o n . The very  purp ose  o f th is  t i t l e  gu a ra n te es  i t s  s e l f -  
p e rp e tu a ti o n . The ve ry  desi gn  o f th e  new b u re a u c ra ti c  el em en t al m ost  In su re s  i t s
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r e a u th o r iz a t io n  yea r a f t e r  y ea r .

3 .  We do ub t th e  a c t  w i l l  p rov id e  a l l  th e  s e r v i c e s  i t  p urports  t o .  As o r ig in a l ly  

co n c e iv e d , th e  m ea su re  was t a il o r e d  to  a id in g  s t r u g g li n g  c o o p e r a ti v e s  in  po or  and 

g h e tto  a r e a s . How ever , th e  la w  doe s n o th in g  to  l i m i t  i t s  f in a n c in g  t o  th e se  

p r o j e c t s .  Any consum er co o p e r a ti v e  u nab le  to  o b ta in  a lo a n  from p r iv a te  or o th er  

fe d e r a l so u rces  wo uld q u a l i f y .  I f  th ey  d id  n o t  q u a l i f y ,  th e s e l f - h e l p  dev el op m en t 

fu nd  wo uld  k ic k  in  money u n t i l  th ey  d id  q u a l i f y .  Geo rg e H. D ix on , form er  De puty 

T re as ury  S ecr e ta ry  un de r P r e s id e n t  Fo dd , s a id  ab ou t s im il a r  l e g i s l a t i o n  a t  th a t 

t im e , " I t  t i e s  fe d e r a l s u b s id ie s  and a s s i s t a n c e  n ot t o  th e  a tt a in m en t o f  s p e c i f i c  

o b j e c t iv e s , but  ra th e r  t o  th e  form o f  o r g a n iz a tio n  in v o lv e d ."

4 .  T his  b rin gs  us  to  ou r f in a l  o b se r v a t io n . We q u e s t io n  th e  p h il o s o p h ic a l un de r­

p in n in gs o f  many o f  th o se  who ha ve  bee n in v o lv ed  in  th e  e s ta b li sh m en t o f  th e  NCCB. 

Ample ev id en ce  s u g g e s ts  th a t  th e  NCCB i s  t o  be  use d as  a t o o l  fo r  r a d ic a l and  

fu nd am en ta l r e s tr u c tu r in g  o f  ou r n a t io n 's  cu rr en t ec on om ic  sy st em . Ralp h N ad er , 

a s tro n g  pro pon en t o f  th e  ba nk , s ta te d  a t  a forum on  p u b li c  I n t e r e s t  la w , Jan . A,

1980 , "The Consumer C oop era ti ve  Bank i s  ab ou t to  op en  i t s  d o o rs . The C oop era ti ves  

r e c e iv in g  lo an s from th e  bank W il l be  p o l i t i c a l l y  a c t iv e  in  a d d it io n  to  p ro v id in g  

god da and s e r v ic e s ."

T his  i s  mos t d is c o n c e r t in g  when on e ex am in es  th e  le a n in g s  o f  th o se  h e a v il y  

in v o lv e d  in  th e  c o o p e r a ti v e  mo vem ent. Many o f  th o se  are  avowed  s o c i a l i s t s  and  M arxis ts  

or hav e a li g n e d  th em selv es  w it h  th o se  p h i lo s o p h ie s . Derek  S h earer , a member o f  th e  

bo ard o f  th e  NCCB, s t a t e d  in  an a r t i c l e  e n t i t l e d ,  "How to  P la n a Mixed  Economy":

The co m pre hen si ve  ec on om ic  re fo rm  progr am  w hi ch  w e’ ve  d escr ib e d  w i l l  in ­
e v i ta b ly  be  la b e le d  s o c i a l i s t i c .  I f  s o c ia l i s m is  d e f in ed  as  both  a demo­
c r a t i c  go ve rn m en t and  a dem ocr ati c econom y, a cc o u n ta b le  to  p u b li c  r e p r e ­
s e n t a t iv e s  and n o t  to  a r ic h  and pow erf u l e l i t e ,  th en  t h is  i s  d em ocr ati c 
s o c ia l i s m . In any  e v e n t , i t  i s  a p lu r a l i s t  econ om y. The la b e l i s  not  
im p ort an t.  As Ralph  Na der ha s s a id  on num erous o c c a s io n s , " S o c ia li sm  or 
C a p lt a li s m --I  d o n 't  care  what word  yo u u s e . J u st  t e l l  me, i s  i t  th oro u ghly  
dem ocr at ic ?"

T his  new econom y Mr. Shea re r d is c u ss e d  u se s  NCCB as  a major  t o o l fo r  r e s tr u c tu r in g .

We q u e st io n  th e ap p ro p r ia te n ess  o f  sp en d in g  ta xp ayer  d o ll a r s  fo r  su ch  b la ta n t  

p o l i t i c a l  en d s.  I t  i s  p a r t ic u la r ly  ab hor re nt when th e s e  g o a ls  are  co n tr ary  to  th e  

p r iv a te  e n t e r p r i s e , c a p i t a l i s t  ec on om ic  sy ste m , lo n g  th e  ba ck bo ne  o f  th e  Ameri can 

dream.

Mr. Ch airm an , bas ed  on th e s e  v ie w s and p e r c e p t io n s , we o f f e r  th e  

f o ll o w in g  re co n m en d ati on s:

1 . THE APPROPRIATION FOR THE NCCB SHOULD &E ELIMINATED. The pro gra m i s  

s t i l l  in  i t s  s t a r t - u p  p h a se . The re  would be no  d is a s tr o u s  e f f e c t s  fro m n ip p in g  

t h i s  pro gram in  th e  bu d.

Con gr es s p ass ed  th e  a u th o r iz in g  l e g i s l a t i o n  fo r  th e  NCCB by  on e me ager v o t e . 

Dur in g a ti m e o f  bud ge t a u s t e r i t y ,  i t  d o e s n 't  see m r e a so n a b le  th a t  a pro gram 

la c k in g  s ig n i f i c a n t  su p p ort  and p ro v id in g  s ig n i f i c a n t  ec on om ic  ga in s  sh ou ld  be 

en co ura ge d to  e x i s t .

2 . IF THE ENTIRE APPROPRIATION FOR NCCB IS NOT ELIMINATED, AT BARE MINIMUM, 

FUNDS FOR CARRYING OUT TITLE II  o f  PL 95-3 51 SHOULD BE REMOVED. T his  i s  by fa r  

th e  m os t p o t e n t ia l l y  s e lf - p e r p e t u a t in g  and c o s t ly  compo nent  o f  t h i s  pr og ram. As 

we a l l  know , on  i  a f e d e r a l ag en cy  i s  c r e a te d , i t  te n d s to  re m ain and p erp etu a te  

I t s e l f .  The re  i s  no re aso n  to  b e li e v e  P a rk in so n 's  la w  w i l l  be  rep ea le d  in  t h is  

on e s p e c ia l  c a s e .
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3. THERE SHOULD BE LANGUAGE IN THE REPORT AND THE APPROPRIATIONS BILL 
PROHIBITING THE USE OF FUNDS FOR ANY POLITICAL PURPOSE.

If funding Is to remain In thia appropriations bill, there should be 
guarantees that It Is used only for the goals set forth In authorizing legislation 
and not to achieve a political end. The evidence Is clear from the comments and 
writings of those most heavily Involved in the promotion of this new program that 
they have every intention of using It for this purpose.

Mr. Chairman, the NCCB Is no boon to democracy. It is anticompetitive and 
destroys small business initiative. It has the potential to spend billions of 
taxpayers' dollars at a time when the economy Is crying tor Increased capital 
formation. Even more reprehensible, the NCCB is a direct federal subsidy of 
a political philosophy Inimical to the foundations of American democracy.

Thank you again for thia opportunity to appear today and present our
views
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Environmental Protection Agency

WITNESS ES

HON. MATTHEW F. McHUGH, A REPRESENTATIV E IN CONGRESS FROM
THE STATE OF NEW YORK

RICHARD GLAZER, DIRECTOR, ENVIR ONMENTAL AND ENERGY PRO­
GRAMS, ULSTER COMMUNITY COLLEGE

Mr. Sabo. Welcome, Repre sentative McHugh. Do you have some­
body you would like to introduc e?

Mr. McHugh. It is my privilege this  year as I have in the  past  to 
introduce to the  Subcommittee and to you in par ticu lar a good 
friend and constituent, Professor Richard Glazer.

Professor Glazer is a professor of biology associated with the 
State Univers ity of New York, and more specifically is the Director 
of t he Environmental and Energy Programs at the Ulst er County 
Community College, which is in my district.

His concern, as he can best explain it, the  Administration has 
again requested no funds for academic tra ining of environmental 
work force people, those who can monitor wat er pollution programs 
and those who can work in the  plan ts which we are spending 
billions of dollars to construct , but  Professor Glazer will get into 
that more in detail tha n I.

Mr. Sabo. Than k you.
We welcome you to the  Committee.
Mr. Glazer. Over the  past thre e years, I have appeared before 

this Committee to defend the need for academic trai ning to develop 
an enviro nmental work force tha t would meet the  challenge of our 
rapidly  prolife rating  environmental problems and to request finan­
cial suppo rt for the continuing development of this work force.

The figures th at  I provided Congress at tha t time have not 
changed nor have the  problems gone away. They have in fact 
become worse.

We have had the disaste rs of Three  Mile Island, halogenated 
hydrocarbons in water supplies, kepone contaminat ion of the 
James River, PCB contam ination of the  Hudson River, the  contin u­
ing contam ination  of the New York bight, organic chemical pollu­
tion by carcinogens of the  City of New Orleans Wate r Supply, 
asbestos fibers in the  wate r supply of Duluth, Minnesota, the toxic 
wasteland of th e Love Canal, the  acid rain  which not only compli­
cates our Nati on’s energy plan but  has caused inte rnat iona l reper­
cussion in Canada.

Even more regretable is th at  this  is not only clear evidence that 
we have yet to achieve our goals of adequately protectin g the  
public health but th at  we have only discovered the tip of the 
iceberg.

It is inconceivable th at  as each year  passes and as our environ­
menta l problems expand at a runaw ay rate,  the  EPA Policy contin­
ues to insist  th at  funding for academic tra ining be term inated and 
work force development be left up to “mar ketplace forces”, forces 
which because of the ir inheren t slowness have failed to respond to 
the rapidly evolving environmental problems which arise with 
great suddenness because they requi re rigidly train ed, highly
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skilled people who a re not availab le to detect, analyze and control 
them.

We must  recognize that these environmental  problems hit  hard 
because we lack a prepared work force to effectively ant icipate and 
respond to them. The new hazardous materia l clean-up program 
associated with superfund legislation, will stra in our work force 
pool even furth er.

At this time the  well established Wastewater  Treatm ent  Facility 
Construct ion Grants Program is presently suffering manpower 
problems. EPA has recognized tha t more tha n hal f of the facilities 
unde r the program fail to perform up to design specifications. The 
primary reason for this is improper operat ion and maintenance; 
funda mental manpower problems.

EPA has obligated, as of February 29, 1980, over $25 billion in 
construc tion funds for municipal wastewater trea tme nt. It is pres­
ently  requesting from Congress over a  billion dollars in superfunds, 
H.R. 4566, to provide a system of response to the  environmental.

At the same time, it is continuing its policy of zero funding  for 
training the  skilled work force that  would assure  that  the  billions 
of dollars spent throu gh these programs will be effective and per­
form the task  tha t they are earm arke d for.

With these  facts in mind, EPA can no longer maintain its “head 
in the sand ” atti tude towards Federal support for academic tra in ­
ing in developing an  e nvironmental work force.

Unfo rtuna tely, EPA phased out the  funding of academic training 
programs in fiscal year  1976. The American Academy of Environ­
mental Engineers is presently completing a study of EPA’s policy 
toward this  train ing. The draft repo rt strongly recommends that 
EPA’s role in work force development should be a major one.

For these  reasons, I wish to recommend the  following to the 
Congress:

1. Tha t EPA be directed  to support academic inst itutions  to 
provide specialized training to deal with the  continuing environ­
mental crises thre atening the  quali ty of our Nat ion’s surface and 
underground w ater resources.

2. Tha t the following stat ement  be placed eith er as an amend­
ment to the 1977 Clean Water Act or in to the  fiscal year 1981 EPA 
budget.

To assist the academic insti tutions in developing and delivering 
these  tra ining programs, this amendment appropriate s $2,000,000 
for Water Quality Academic Training  author ized by the Clean 
Wate r Act of 1977 (P.L. 95-217) Section 104(g)3(A) and 109(a); and 
$2,000,000 for Drinking Water  Academic Train ing authorized by 
the Safe Drinking Water Act (P.L. 93-523) Sections 1442(b)(3) (A) 
(B) and (C), and the Clean Air Act (P.L. 95-95) Section 103(b)(5) and 
Section 325.

It is recommended tha t the  appropria ted funds be used in the 
following manner:

Forty percent to develop innovative curr icula and tra ining pro­
grams  addressed to the crisis s ituations listed above.

Fifty percen t to support students  enrolled  in these  specialized 
tra ining programs developed above.
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Ten percent of the  appropriated funds to support curricula  t ra in­
ing programs and studen t support in water resources  at Historical  
Black Universities.

It is further recommended that :
Curriculum development and studen t support should be available  

for tr aining from the  two-year associate level th roug h the  g raduate 
level.

Pa rt of the  s tudent support should be used to provide fellowships 
for the training of Sta te and local professionals working with these 
crisis situat ions.

Both curriculum development and stud ent support funding re­
sources should be distributed  geographical ly throu ghout the  United 
States  to assure  tha t the  t rain ing  programs  a re available  to  most of 
the States.

It is EPA especially who should assume the  leadership role for 
the responsibil ity of providing the required work force resources to 
assure  the  worth  of t he billions of dollars spen t on facilities con­
struct ion and superfund efforts and to proper ly protec t the  public 
health and welfare as is the ir charge.

I wish to tha nk you, Mr. Chairman, for the  opportunity  to ad­
dress you and the  committee.

Mr. Sabo. How much of those funds go to the  grad uate  level 
versus undergraduate?

Mr. Glazer. I would say probably around 60 percent of the funds 
go to graduate  level. P ar t of the problem, and I am not completely 
aware  of where all the  funds go, by the time it gets down to 
academic training and water resources, they  have been siphoned 
off to a host of differen t groups tha t simply fit in unde r the general  
bill.

Last year, I believe out of the $P/2 million that were allocated 
for academic train ing,  we received in water resources undergrad­
uate  level some $60,000.

Mr. Sabo. But that was for undergraduate?
Mr. Glazer. Now some will go into Sta te training and some 

consulting firms which will get amounts of this  money and other 
groups that  also pick up some of t his  money to do various things  
unde r th e guise of training or manpower.

Really what has happened, what  money has  been allotted has 
been siphoned off for EPA into various projects because of the 
looseness of the wording of the budget.

Mr. Sabo. Mrs. Boggs, do you have any questions?
Mrs. Boggs. T hank  you.
Hello, Mr. McHugh.
We a re grate ful that  you are here, and are sittin g on the Pres i­

den t’s Council of Tulane University.
I know some of your problems. I was interested in looking at  a 

part of your stateme nt that  said that  the well-established waste 
wate r treatm ent facility construction gran ts program is presen tly 
suffering manpower problems.

Could you expand on tha t a little b it?
Mr. Glazer. One of the  problems that  we have in this area is 

getting  t rained people to run  the plants, monitor the  p lants, to also 
monitor the  national pol lutant discharge elimination  system which
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not only is for plan ts but for commercial buildings, industries, and 
so on.

One of the things that  happened to me, for the  past six years  I 
have been Supervisor  at the  Town of Rosendale waste water tre at ­
men t program, which is an elected position.

We did embark on a  waste treatm ent facility which for a town of 
that  size was an expensive project. We found it almost  impossible 
to get trained  people to work in this area.

As a result , very frank ly I th ink  the las t election, I fel t a  st ing of 
a good part of th is, as though it was our responsibliity as elected 
officials when we had no choice but to go along with the  people 
that  were available and they really were not t raine d.

The program had some problems. The problems were basically 
trained  personnel.

Mrs. Boggs. One of my feelings about coordinating programs and 
making  certa in that  the  programs th at  we put online work, and 
that  communities or insti tutions can afford them, is that  we do 
have various tra ining programs. It seems to me that  ther e should 
be a coordination with the waste water tre atm ent program and 
secondary schools, colleges and universities  to tra in  young people 
to carry  forth the goals of the clean water and clean air  programs.

The National Science Foundation has a good program in which 
they tra in junior high school teach ers to work with that  program. 
Also, they are cooperating  with “Contact 1-2-3,” which is a grea t 
public televis ion program for young people.

It was designed for young people ages 8 to 14, b ut all children of 
all ages seem to enjoy it.

I would hope that  the other colleges and universities  that  are 
suffering simi lar difficulties would look a t the ir own curric ula and 
realize that  we have to begin tra ining programs for monitors, for 
people who can be solar exper ts or water exper ts and to do the 
monitor ing investigations.

Mr. Glazer. I agree. Developing a public awareness is essential, 
and the  place to s tart is the elem enta ry schools.

Tha t is where the students are  more aware.
Mrs. Boggs. We can tra in monitors very easily. You don’t have 

to have multip le scientific degrees to monitor  waste water tre at ­
ment.

Mr. Glazer. We a re talking about  very sophistica ted ins trum en­
tation, working with very dangerous chemicals, infrared  equip­
ment, and so on, which really  takes  highly specialized people.

Mrs. Boggs. Of course it does, but they can be trained. They 
don’t have  to have graduate  degrees to  do this.

Mr. Glazer. We agree, and we have been doing a great deal of 
this training on the two-year level, taking high school graduates 
and tra ining them within two years  to be able to perform almost 
all of the  tasks that are necessary  for w ater pollution control, even 
tryin g to get them ready for wrecker and the  Hazardous Chemical 
Act.

The problem is t ha t education  money is soft. The State s and the  
schools are  bound up right now jus t as everybody else is. The 
envi ronmental  problems don’t go away and they come with a very 
real suddenness. They burst  upon us.
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You open up the newspaper and you have a Love Canal or you 
have in the Times today th at  EPA is not performing its function 
and why it  hasn ’t been doing it.

What it really  means is that  tremendous  problem in relat ion to 
the public health.

We have cases of cancer. You don’t have to go to the statistics . 
You just have to go to your family, relatives or friends to know the  
tremendous upsurge in cancer. Most of those are environmentally 
caused and, because of those, the  impact, the suddenness of them, 
it is hard  for any one agency except for EPA to know where the 
resources have to be placed and be ab le to do i t quickly, and that  is 
what we are asking for.

We are  asking for money to have curricula  to do very rapid 
training. If the re is a problem that  comes about and which ones 
come about within a shor t period of time , how do we tra in  people 
to hand le this type of problem?

We w ait for two or three years  th at  it would take  for the new 
Departmen t of Education or NSF or someone else to catch up with 
us and  very honestly  th e answer is no.

We have to have them sometimes by the end of the  week. We 
will get calls from people, can you give us somebody who is tra ined  
to do these types of things.

We are asking for the  type of funding that  will continue those 
types of programs.

Mrs. Boggs. I thin k that is excellent. I am glad you are asking 
for funding and I am delighted to hea r that  your own inst itution is 
indeed embarked upon a training program. I hope that  it will 
spread.

I thin k we should involve the Labor Departmen t in this as well. 
With all of th e emphasis on reaching out to the private sector to 
help i n  the  training of young people, one of the criteria  that  we 
have to use is assurance of jobs af ter train ing, and here is an area  
where there are good jobs waiting for them.

Mr. Glazer. Very good jobs. After two years, our student average 
salary is around  $12,500 to sta rt, many of these students are 19 
years old.

Mrs. Boggs. For e ntry  level that  is a pret ty good sta rt.
Well, than k you very much for your  very fine input.
Mr. McHugh. We have been here each year, and the  problem 

every year  is t ha t the Administration  does no t request any money 
for academic training throu gh the  EPA program, and each year 
your Subcommittee either at this  level or when conference arrives 
puts in some money.

For the last two years it has been $P/2 million which keeps  some 
of these programs jus t alive barely, and I guess what Professor 
Glazer and I are  asking again is that  you consider at your level, 
markup, putt ing some funds in recognizing how tough it is this 
year to add anything above what has been requested, but  the 
Subcommittee has done that  before, and we hope you will be able 
to do tha t again.

Mr. Sabo. Than k you both for being here.
The Committee will recess unti l two o’clock.
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WITNESSES

HON. GEORGE E. BROWN, JR., A REPR ESEN TATIVE IN CONGRESS FROM
THE STATE OF CALIFORNIA

HON. DONALD J. PEASE, A REPR ESENTATIVE IN CONGRESS FROM THE
STATE OF OHIO

Mr. Traxler. We would like to welcome our distinguished col­
league, a member of the authorizing committee, Mr. Brown.

You are our first distinguished witness this afternoon. We will 
inse rt your statement in the  record and you may proceed in any 
fashion you care to.

Mr. Brown . T hank  you very much, Mr. Chairman.
I am here this afternoon to present to you briefly the  views of 

the  Science and Technology Committee and the Subcommittee 
which I chair with regard to the  National Science Foundat ion 
Budget and, at your discretion, the portions of t he FEMA budget 
which come before our Subcommittee. The larger portion by f ar of 
the FEMA budget is in the  Armed Services Committee, and we 
have only the Fire Act and the Ear thqu ake Act but we consider 
them  very im portant.

I would like to jus t explain  briefly what  we have attempted to 
do, and my full statement explains  it in more detail. We had 
completed our Subcommittee  action on the  Administ ration’s re­
quest for the National Science Foundation, basing our work on the 
original Jan uary submission, when the revised budget came before 
the Subcommittee.

We subsequently reviewed the  actions which we had taken . In 
accordance with the general atti tudes of ret renc hment, we reduced 
our original actions by $50-odd million. Our final autho rizing  figure 
for the National Science Foundation is somewhat  higher tha n the 
revised March request, but somewhat lower th an the  or iginal Ja nu ­
ary request of the President .

I would like very much to indicate to you the  areas in which we 
felt we couldn’t agree with the Administration  with regard to the 
emphasis which they had given in the  N ationa l Science Foundation  
budget.

To begin with, historically,  we have felt that  the Founda tion and 
the Admin istration tended to undervalue  the importance of the 
science education factors in the National Science Founda tion 
budget, and rat he r tha n cut other programs and reassign the  funds 
to education, we added an amount to the  science education pro­
grams, using as a rule of thumb, the same percentage as the 
Administration had added over last yea r’s budget to th e other basic 
research directorates. We thought of this as a  ma tter of equity that
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would preserve  the  relati ve position of science education in the 
overall budget, and we fel t that to be important.

May I also say th at  the Committee  felt very strongly th at  re­
search and development have a major contr ibution to make in 
improving national productivity, and the  abili ty of the business 
and indu stria l community  to ma inta in a competitive posture  in 
world m arke ts through  innovation.

The Administration as a part of the ir overall program  to foster 
innovation and productivity, had begun severa l small program s in 
the  National Science Foundation. They are working  well. We felt 
th at  they should be expanded. To put  this in perspective, I recog­
nize that we are in a period of t igh t budg etary  const raint . Unde r 
those conditions, it is common to t ake  the  newest program s and cut 
those back in order  to maintain  the  longstanding ongoing pro­
grams. We felt th at  cutting out the  proposed new innovation pro­
grams was absolutely the  worst way to go, for these programs 
involve directly  the ability of American indu stry to improve its 
productivity.

What we see in the  overall pictu re is th at  we are going into a 
period of de libera te recession, which perha ps is inevitable. We are 
going to contr ibute to th at  recession throu gh cutbacks  in a number 
of programs, and then in six months  to a year we a re going to face 
the need to stim ulate the economy in various ways. I think this  is 
jus t funda mental tru th.  We heard this  at a lecture this morning 
put on by the  Libr ary’s Legislative  Research  Service, who indicated 
th at  this was the inevitab le course th at  this recession and recovery 
would follow.

Soon, instead  of wanti ng to cut back on programs aimed at 
increas ing the productiv ity of American business, we are  going to 
wan t to s timu late those programs. This legislation, this budget th at  
you are considering now, won’t take  effect for another  six months, 
about in the middle, perhaps at the  bottom of th e recession, and it 
will last over the  following year when we are going to be wanting 
to stimulate  the role of the  American  indu stry  in global marke ts, 
when we ar e going to want to apply the  know-how produced by our 
scientists, to meeting  the  problems of society. So we did not feel 
th at  we could go along with the  emphasis tak en from these very 
small programs in the Natio nal Science Founda tion by the  Admin­
istrat ion. We felt th at  they should be increased over the  Jan ua ry 
budget. Then what  happened in the  March proposal, they were the 
ones th at  were cut back the  most seriously, and we did not feel 
th at  we could go t ha t far. We h ave cut them back somewhat from 
the  March reques t, but  we have maintain ed a modest increm ent 
over the Executive Branch’s reque st for some fields of science and 
for one or two other area s of applied research, where we felt there 
was a substan tial contrib ution to the  hea lth of the American 
economy.

In all other major items, we have accepted the  Adm inist ratio n’s 
recommendations. I wanted to emphasize the impor tance which the 
Authorizin g Committee gave to these  par ticu lar aspects of the 
National Science Foundat ion program. If I don’t speak at length  
about the basic research programs in physics and enginee ring and 
mathem atics, th at  is not to downgrade them. They are very impor-
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tan t. They are  producing the knowledge which we wan t to see 
utilized for t he benefit  of the natio nal economy.

In a very brief way, Mr. C hairman, th at  summarizes much of the  
posture  t ha t we took in the Authoriz ing Committee. I will point out 
again th at  we aimed for a range  th at  is less tha n the  Janu ary  
reque st by the Administration, but somewhat  more tha n the  March 
reduction , and we did that prim arily  to give emphasis to wha t we 
thou ght were high priori ty items without cutt ing back what  the 
Adm inistr ation  had recommended on the  major basic resea rch pro­
grams.

[The stat eme nt follows:]
Mr. Chairman, I’m privileged to present Congressional authorizing actions regard­

ing two of the appropria tions requests before you today. The House Science and 
Technology Committee has finished its regula r process of authoriza tion of the 
National Science Foundation Budget, and I will discuss tha t with you and the 
Subcommitte today. In addition, we were faced t his year with the challenging task 
of reau thorizing the federal earthquake  a nd fire programs in their new home under  
the direction of the recently-created Federal Emergency Management  Agency 
(FEMA). Though we supported the President’s desire to consolidate these emergency 
management functions, we were faced, as I’m sure you have been, with the confus­
ing organizational and priority-setting  problems which accompany formation of any 
new agency. On t he other hand, we have been excited by the opportunities for new 
streng th and mutual  reinforcement among the emergency programs and attemp ted 
to provide program direction aimed at this goal. Following my state men t on the 
Fiscal Year 1981 National Science Foundation budget, I will look forward to discuss­
ing with you our authorization actions regardin g FEMA.

Fiscal Year 1981 National Science Foundation Authorization—Testimony of 
George E. Brown, J r.

In accordance with its responsibility to authorize appropriations for the National 
Science Foundation, the Science and Technology Committee has jus t completed its 
work on a Fiscal Year 1981 authoriza tion bill. The bill caps several weeks of budget 
and program review and it reflects, in considerable measure, the year-round over­
sight activity of the  Subcommittee tha t I chair. It also reflects the unusual circum­
stance of a last-minute  shift in Presidential budget recommendations. Thank you, 
Mr. Chairman, for giving us an opportunity to explain some of the facts and the 
reasoning that  went into making up this yea r’s authoriz ation for the National 
Science Foundation.

As you know, the  shift in budget recommendations came when the authorizin g 
process was in full swing. All oversight reviews had been completed, hearings held, 
and Subcommittee debates and markup of the  bill had been completed. Many of 
those proceedings, and much of w hat we and others had done earli er in the  year 
was influenced by concern about how science and technology could help the country 
bootstrap itself  out of an innovation and productivity slump.

As a result, the President’s original budget, and the budget marked up by the 
Subcommittee, featured  a moderate but positive emphasis on science as a sound— 
and much needed—Federal investment.

When the budget revisions came in from the President, the  author ization  bill 
before the Committee was reluct antly  cut to match many of the Administra tion’s 
revisions. But an attempt  was also made to preserve some of the positive emphasis 
on innovation programs, and to preserve much of the overall profile, or the relative 
emphasis between programs, tha t the Committe believes is important. In the short 
time we have here this afternoon, I will indicate some of the  subject areas  of 
concern, but probably should refrain from trying  to cover many details. For the 
details, you may refer to the char t I have included with  my printed testimony. I will 
also see tha t the complete Committee repor t on the authoriza tion bill is sent to you 
as soon as there  is a copy available.

The char t shows numerous details, but the major action of the  Committee affects 
only a small number  of items. Most of the increases were authorized  for science 
education, behavioral and social science, a nd selected programs in innovation. Most 
of the reductions are accounted for by eliminat ing a new $14 million program in 
research facilities, cutting back some of the exceptional increase requested  for
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innovation programs, and deferring most of the  commitment on the Ocean Margin 
Drilling Project.

Despite considerable admiration for the effort of the Adminis tration and Dr. 
Press, the President’s science advisor, in putting together  a joint  industry-govern­
ment project for ocean margin exploration, we were unable to sustain tha t budget 
item aga inst a general Committee mood to seek budget cu tting opportunities. We do 
commend Dr. Press for taking a timely initiat ive toward building a partne rship 
between government, industry  and academia in this kind of “big science” project 
where both benefits and costs ought to be shared  among sectors. We think  the 
project is a good one and by maintaining some “seed” money this year we hope to 
encourage future development when budget pressures  are less intense.

I would also like to comment very briefly on the other items I ju st mentioned.
The largest change made in any category was a nearly $20 million cut in Cross- 

Directorate Programs. Most of tha t was achieved by eliminating the research facili­
ties program I jus t mentioned, and by taking away some of the increase requested 
for Industry/Univers ity programs. It still leaves tha t program with a healthy $9 
million raise. Again we believed that  the programs were important, but could be 
reduced this year to help meet the stringent  target s of the Budget Committee.

The second largest action of the Committee was focused on Science Education. We 
did not agree with the disproportionately small increase planned in the original 
budget request. And we agreed even less with the disproportionately large cut 
proposed in the revised budget request. In an era when technological leadership 
requires well educated professional engineers and scientists, and public participa­
tion in difficult societal decisions requires a scientifically literate public, science 
education seemed to the Committee to be an essential investment in the future. It 
would be especially inappropriate for this area  to bear the brunt of efforts to find 
budget cuts.

We also took exception to what appears to be an Administration reaction to Mr. 
Ashbrook’s successful amendment last year to the social science budget. This year 
the Administration asked for less than  enough to keep up with inflationary pres­
sures. The Committee approved an  increase for Social and Behavioral Science tha t 
was more comparable to what had been requested for the other  sciences. And it 
chose to do tha t for a number of reasons, among which I would include the 
following:

Neither the Behavioral nor the Social Sciences, as supported by the Sciene Foun­
dation, are  “soft” sciences or subjects unrelated to the  productivity and well-being of 
society. About 50 percent of NSF Social Science is Economics and related subjects. 
The rest is largely social measurement and analysis on which we depend for or 
indexes of unemployment, productivity, and consumer prices, and on which we 
depend for methods of assess the state  of the Union. No modern government can 
function without these tools, and we certainly are nowwhere near  ready to stop 
improving them.

Behavioral Science is another term that  deserves careful consideration. It does, of 
course, seek to understand why people react and behave as they do and so contrib­
utes to economics and social theory and other  practical matters. But because it is 
intimately related to neural science and the study of how the brain  works, it is a 
vital adjunct to the scientific study of language and meaning. And it is in that  area 
tha t we look hopefully for major assistance with the problem of how to store and 
retrieve all the valuable products of the information explosion. The important—and 
the hardest—part of information storage, is not making it small and packing it  in;— 
it’s getting it back. We look toward behavioral, neural,  and linguistic science to tell 
us how living organisms accomplish tha t, and how we might bette r do it with 
computer systems and library machines.

In summary, then, we have made some changes in the Administration’s budget in 
order to adjust the  relative emphasis and indentify certain  programs for more 
equitable support. We made some cuts, mostly out of large new programs requested 
for s tart-up  this year. We also made some increases mostly for Science Education, 
for Innovation, and for Social and  Behavioral Science.

No time is ideal for collecting or spending tax money, and this year seems to be a 
specially conservative one. But you can’t really save money by feeding a  horse on 
straw. And you can’t save money by cutting the basic out of science education, or by 
eliminat ing programs to stimulate business. Finally, while many of our curre nt 
problems are financial, it is even more tr ue tha t many of our most serious problems 
are social. We cannot afford to continue trying  to address these problems from a 
position of needless ignorance.
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Mr. Traxler. Thank you very  much, George, for that  fine synop­sis of your statement.
Looking a t your chart, we notice that  the Adm inist ration’s origi­nal budget submissions for National Science Founda tion total led $1,148,000,000. Thei r revised request of March was $1,074,000,000, and it is proposed by your Committee that  the  autho rizat ion be $1,125,000,000, which would be less t han the  origina l submission of the  Adminis tration , a nd somewhat more tha n the ir revised.Mr. Brown. Correct.
Mr. Traxler. I think that your analysis of where the  economy is going to be six months from now is tota lly correct. I must  say that  my obvservations are the  Administration  has consistently erred in regard to where the economy wa£ going to go. I must  say I think they don’t appreciate the depth of th e recession that  we are going to be ente ring  into, and I think your analysis is the  proper one.Mr. Brown. If I may comment, Mr. Chairm an, I think  that  we have been dealing too much with fiscal and mone tary policy, basi­cally tryin g to control throu gh the  supply of money as well as tax actions and budge tary actions, trying to manipulate the  economy so as to control inflation and yet mainta in reasonable employment . Those actions  will not succeed unless  we improve the  posture of the American economy in terms of produc tivity and competitiveness . These p rograms are aimed at doing that.
Mr. Traxler. Mrs. Boggs?
Mrs. Boggs. T hank you, Mr. Chairman.
Mr. Brown, I, too, was highly impressed—and I was sitting over here nodding af firmatively-----
Mr. Brown. We app recia te t he nods.
Mrs. Boggs [continuing]. With your very succinct and very well stated reasons for keeping the programs to improve productivity. I was curious about  the  cross-direc torate programs. I see, of course, they are higher than the Preside nt’s revised budget, but  consider­ably lower t han the  Preside nt’s original request, and therefore the reques t is H.R. 7014.
Mr. Brown. Yes.
Mrs. Boggs. Wouldn’t some of the reasoning that  you ju st point­ed out to us apply to the  indus try-university cross-directorates, special facilities at institu tions?
Mr. Brown. There is no question but what they  do, Mrs. Boggs. It was a very difficult decision for the  Committee to make to propose these reductions from wha t we had originally thou ght  was acceptable. The major reduction you refer  to is that  $14.3 million for special facilities and inst rumenta tion . Our investigation, and the repor ts we have had from all of our major universities  indi­cates that  in the ir basic research programs they  are  now drast ical­ly handicapped by obsolete and outmoded equipm ent and research facilities.
Mrs. Boggs. Right.
Mr. Brown. And this  was to be a modest effort to begin to provide them with the resources.
Mrs. Boggs. Exactly.
Mr. Brown. The Administration  wanted to do tha t, but  because it was a new initia tive, they decided they would recommend cut­ting  back, and we felt that  we would go most of the way w ith them
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in that  area  because it was a new program, and we could put it off 
unti l next year. I don’t like to make that  k ind of a decision, but all 
of these are -----

Mrs. Boggs. But exactly the same reasoning?
Mr. Brown. Yes, I th ink  th e same reason ing applies.
Mrs. Boggs. The same reasoning follows because the  National 

Science Foundation personnel appearing  before this  Committee ad­
mitted to us that  lack of inst rum entatio n was wha t made us fall 
behind Jap an and West Germany in our own product ivity as a 
nation. If we are trying to rectify that  s ituat ion, we mu st recognize 
that instrume ntat ion is a very, very imp orta nt component of the 
whole program. I don’t see how we can cut back on the  cross­
directorate inst rumenta tion  program.

Mr. Brown. I couldn’t agree with you more as to the importance 
of tha t, and I expect that  this Committee will have many very 
difficult decisions of that  sort to consider as it goes throu gh this.

Mr. Traxler. Ju st for a moment, we are  pleased to welcome 
Congressman Don Pease, who I recall serving on your Committee.

Mr. Brown. Right.
Mr. Traxler. He has a very fine statement. We will submit  your 

statement for the record, Don, if you wa nt to add to it.
Mr. P ease. Than k you very much, Mr. Chairman .
Mr. Brown. I was going to give you a glowing introduct ion.
Mr. Pease. I would be happy to yield to my distinguished cha ir­

man for th at  purpose.
Mr. Brown. I do wan t to point out, Mr. Chairman, that  Mr. 

Pease has taken a very strong inte res t in science education and its 
importance and has made a very important contribution in this 
area.

Mr. P ease. I th ank  my Chairman and I th ank the  Subcommittee.
I am pleased to have the chance to appear with Mr. Brown, who is 
doing a very distinguished job as Chai rman of our Subcommittee. I 
thin k I certa inly share his concern about the  funding level for the 
National Science Foundation, and in par ticu lar for the Education 
Directorate.  The funding reques t for all of NSF represented a 15 
percent increase in J anu ary , and that  was revised to 8.1 p ercen t in 
March.

In contrast, the  request for science education began at 9.6 per­
cent, well below the increase  that  the  Pres iden t recommended for 
NSF as a whole, and in March when the  revision came through, 
the recommendation was for a negative 3.2 percent growth, or loss 
over fiscal year 1980 funding. It is hardly possible to believe that  
the  National Science Foundation  looks upon science education as a 
major priority in its activities  when it tolerates  the  cutting of the 
Science Education Directorate below the level for this year.

The evidence this  year  is not very encouraging, but  it is consist­
ent  with recen t history. Looking at actual dollar amounts , with 
inflation  taken into account, the purchasing power of the science 
education budget has dropped to about a thir d of the  level it 
enjoyed as recently as 1968.

It seems to me that science education is ex tremely important for 
many more tha n the two reasons that  I will cite. One is we need 
despera tely to have top-flight college and university professors 
training the scientis ts of tomorrow, if we expect to excel scientifi-
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cally and technologically. Another is tha t, many of the decisions which are made affecting science and technology are made in a democratic society by your cons tituen ts and mine.The science education  Directorate has a responsibility for the general level of science literacy  among people of th e United States. And it seems to me t ha t while there is no direct  payoff between a science education program, say, a t the  jun ior  high school level, and  a new missile system or a new breakthrough on energy, in a democratic society we cannot neglect the falling-off of general public li teracy  about science.
I am part icularly  interested  in a program for small college un­dergraduate professors who go off typically  for a sabbatical year, and need some funding so that  they  can recharge the ir batteries and get some new ideas about science teaching and experimenta­tion. These National Science Founda tion year-long grants  have been extremely important from that  point of view. In our Subcom­mittee we have tried  to emphasize tha t, and I would hope tha t this Subcommittee, in considering the  appropriation, might  do the same.
It seems to me that  the continued decline in support for the programs that  will produce our scienti sts of the  futu re is a danger­ous course. Since the National Science Foundation and the  Science Board seem to fully appreciate tha t, I think  it is up to those of us in Congress who do believe in the  impor tance of science and the  role of science education, to protect those programs from deteriora ­tion.
I would urge the Subcommittee to follow the  wisdom exhibited by th e Committee, on Science and Technology, and try  w ithin your budget constraints—and I know they are  serious—to provide as much emphasis  as you can for scienti fic education.I do th ank  you for the oppor tunity to be here .[The stat ement  follows:]

Statement of Congressman Don J. Pease
Mr. Chairman, I appreciate this opportunity to appear before the Subcommittee on HUD-Independent Agencies appropriations. I am here today to speak briefly about the National Science Foundation budget for fiscal year 1981.The Subcommittee on Science, Research and Technology, under  Congressman George Brown’s able leadership, has recently completed an extensive review of the NSF budget request. Mr. Brown has detailed here the recommendations made by the Subcommittee and the rationa le for them. As a Subcommittee Member, I fully support the decisions reached by the Authorizing Committee regarding the National Science Foundation.
For a number of years, this Subcommittee and the Congress have been concerned over the fate of Science Education within the National Science Foundation. As the  record so strongly shows, Science Education has not fared well—either relative  to the rest of the Foundation or in absolute terms. And th is year is no exception. The funding request for all of NSF was a 15 percent increase in Jan uar y and was revised to 8.1 percent in March. In contrast , the request for Science Education began as a 9.6 percent increase—not even enough to keep up with inflation—and was revised to a negative 3.2 percent over the fiscal year 1980 level. In my mind, these funding decisions are  the true  reflection of the ordering of priorities. NSF has discarded even the illusion of science education as one of its priority missions. Fortunately, our Subcommittee agreed to oppose this disastrous  proposal which would have balanced the budget on Science Education’s already over-burdened back.As this  Subcommittee is well-aware, you are evaluat ing an NSF funding proposal for fiscal year  1981 tha t is consistent with recent history. We have seen the purchas­ing power of the Science Education budget cu t to one-third of the level it enjoyed as recently as 1968. This trend cannot be allowed to continue in the face of mounting
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evidence of an impoverished degree of science lite racy on the  pa rt of th is cou ntry’s 
200 mil lion residen ts and in the  face of an imminen t shortag e of top-fl ight scientists .

In order to reverse th is negative trend, the  Committee added $6.5 million to the  
Pre sident ’s original budget requ est for the  Science Educatio n Directorate.  In addi­
tion, I asked th at  $2.4 million in the  Faculty  Imp rovement  Program  be used for 
sabbaticals.  The in ten t is to provide year-long awa rds  to exper ienced , full-t ime two- 
and four-year college and univ ersi ty science teachers  who are  involved primarily  in 
undergradua te science inst ruc tion  to increase thei r compe tence  in science. The 
Admin istra tion had abolished this  high ly com peti tive program for fiscal yea r 1981.

Mr. Cha irman, the  Presiden t’s budg et thi s yea r places  an important emphasi s on 
basic research. Providing some means for ensur ing  high qua lity  science education  
seems to me an integral pa rt of such an emphasis.  However, in the  Pre sid ent’s 
revised budget,  an inequita ble sha re of the  reduct ion from the  Ja nu ary budget for 
NSF was borne by the  Science Education  Directo rate . Even the  costs of peer reviews 
and project  management which are pre sen tly paid  from the  dir ect ora te’s funds 
place undue str ain  on the  sc ience education budget, when compared to b etter -funded 
par ts of NSF.

The cont inued  decline  in support  for the  program s th at  will produce our  scien tists  
of th e future  is a dangerous course. Since the  Nat ional Science Foundation  has  not 
been successful in get ting  important programs , such as und erg rad uate faculty im­
provement, funded at  an adequate level, it is up to Congress to preserve wh at we 
consider to be a cruc ial pa rt of th e science education budget . Our  students  of today 
will be our scientis ts of tomorrow and it is importa nt th at  they be well -trained by 
competen t teac her s in classrooms with modern labora tory equipment .

I am  hea rten ed by the continu ing supportive role thi s subcommittee  has  played in 
recognizing the  importance of science education , par ticula rly  in ligh t of the  myopia 
of the  Fou nda tion ’s own Nati ona l Science Board as well as the  Office of Manage­
men t and Budget. I would like to quote  f rom a portion of testim ony t ha t was offered 
before our  Subcommittee  in Feb rua ry by Dr. Je rro ld Zacharias,  who is widely 
recognized as a lead er in the  fields of nuc lea r physics and educ ational reform. Dr. 
Zacharias sta ted  th at  “the Education  Directo rate  is struggl ing aga ins t an almost 
impossible enemy—an enem y from within.  From  its incep tion, the  Science Board 
th at  supervises the  NSF has  treate d the  Educatio n Directorate as a trivia l country  
cousin. They have  said th at  the  governm ent should give the  NSF money for scien­
tific rese arch  and neve r mind what happens to the  200 million people who don’t do 
rese arch.” I agree  with  Dr. Zacharias that , “It  is those very people whose lives, jobs, 
leisure, enter tainm ent, food, security,  and  eve rything else depend on a sound econ­
omy in a democratic  society.” As the  formulato r of policy for science educat ion’s 
lead agency, the  Nati ona l Science Board expressed  thei r conviction in hearing s 
before this  Subcommittee seven years ago that,  “Basic research  has always had the  
high est priority.” Today, the  Science Board continu es to rob Pe ter  to pay Pau l as is 
evidenced by the  Ad min istratio n’s req ues t for science education  rescissions for fiscal 
yea r 1980 which the  S ubcom mittee so wisely rejec ted just a few days  ago.

The funding pa tte rn  for science education  adds up to a nat ional policy of neglec t 
tha t, if allowed to continue, will have d isas trou s consequences. I believe it is impera ­
tive th at  Congress begin a long-te rm com mitment to improving the  qua lity  of 
science courses, science teachers , science lite racy and to expa nding the  pool of 
science and engi neering  s tudent s from which  our  c utt ing  edge of re sea rchers  will be 
drawn. Therefore , I ask th at  this Subcommittee  consider app rop ria ting the  full 
author izat ion for science education of $92.2 million for fiscal yea r 1981.

I hope th at  we are  in agreem ent  on the  imp orta nce  of  th is ma tte r, Mr. Cha irman, 
and I tha nk  you again for a chance to speak before your Subcommittee .

Mr. Traxler. We are pleased with your appearance today and 
we are most appreciative of your bringing this information to us. 
Within  the limita tions that the  House may place upon us, depend­
ing on w hat happens with the Udall Amendment, we will do what 
we can.

Mr. Brown. Mr. Chairman , may I make one concluding observa­
tion?

Mr. Traxler. Please do.
Mr. Brown. In proceeding with our very extensive work on this 

budget, the Subcommittee and the  full Committee took the  posture 
that these expenditures represen t inves tments in the futu re health 
of our own economy and society. At every step the Committee was
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unanimous, and you have testimony on that  from our ranking 
minor ity member, the Honorable Harold Hollenbeck, who unfortu ­
nately couldn’t be here. I want  to make special note of th e contri­
bution which he  made to the deliberations  of th e Committee.

Mr. Traxler. We will place his complete sta tem ent  in  the  record at this  point.
[The stat eme nt follows:]
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TESTIMONY OF THE HON. HAROLD C. HOLLENBECK
BEFORE THE H .U .D .-INDEPENDENT AGENCIES SuBCOMMITTE 

House Appropriations Committee 
Regard in

FI SCAL YEAR 1981 APPROPR IATIONS FOR 
THE NATIONAL SCIENCE FOUNDATION 

AND FOR
THE FEDERAL EMERGENCY MANAGEMENT AGENCY

Mr. Chairman, as Ranking Minority Member of the Science, 
Research and Technology Subcommittee I take great pride in joining 
my colleagues, George Brown, Chairman of the Subcommittee and Don 
Pease in support of the programs of the National Science Foundation 
AS WELL AS THE U .S . FlRE ADMINISTRATION AND EARTHQUAKE HAZARD 

Reduction activities of the Federal Emergency Management Agency.
Mr. Chairman, our Subcommittee devoted many days of hearings 

AND GREAT EFFORT IN PREPARING THE FY 81 AUTHORIZATION FOR THE 

National Science Foundation. While we originally recommended 
MODEST INCREASES OVER THE PRESIDENT'S JANUARY REQUEST FOR SELECTED 

PROGRAMS, AS THE ECONOMIC CLIMATE DETERIORATED, THE COMMITTEE 

REDUCED THE RECOMMENDATIONS BY 52 .5  MILLION OR 22.2 8 MILLION BELOW 
the President's January request. But we could not support all the 
President's proposed reductions, which hit several programs,
NOTABLY SCIENCE EDUCATION AND APPLIED SCIENCE. HOW, FOR INSTANCE, 

can the President justify a cut of $10  million or 11.7% in science 
EDUCATION AT THE SAME TIME WHEN HE HAS ORDERED A SPECIAL STUDY EY 

the Foundation of the nationwide shortage of engineers!
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Mr. Chairman, this is a time of fiscal austerity, no doubt.
The Nation is awakening to the limits in its resources — I am 
THE FIRST TO RECOGNIZE THESE. BUT INFLATION, UNEMPLOYMENT, AND 

THE BALANCE OF PAYMENTS PROBLEMS WE FACE IN ENERGY, AND INCREASINGLY 
EVEN IN SOME HIGH TECHNOLOGY AREAS, CAN ONLY BE TURNED AROUND BY AN 
IMPROVEMENT IN OUR TECHNOLOGICAL AND SCIENTIFIC COMPETITIVENESS 
VIS A VIS OTHER NATIONS. We MUST DEVELOP NOW THE BASIC 
UNDERSTANDING WHICH IS NECESSARY TO DEVELOP NEW SECTORS OF THE 
ECONOMY IN THE 1990's AND BEYOND THE MILLENIUM. UNLESS WE MAKE 

THESE INVESTMENTS TODAY, THEIR RESULTS WILL NOT BE RETURNED UNTIL 
AFTER THE TURN OF THE CENTURY. THAT IS TOO LONG TO WAIT?

The National Science Foundation's research is 
UNIQUE —  IT IS NOT DEVOTED TO ONE SPECIFIC MISSION SUCH AS NATIONAL 
SECURITY OR SPACE. EVIDENCE INDICATES THAT NON-MILITARY,

NON-SPACE RESEARCH OF THE TYPE SUPPORTED BY THE NATIONAL SCIENCE 
Foundation will make an especially substantial contribution to 
INCREASING THE NATIONAL ECONOMY OVER THE LONG RUN. BUT IT IS IN THE 
LONG RUN, OVER A PERIOD OF 35-90 YEARS, THAT THE PAYOFFS ARE 
enormous. One study by Edward Mansfield suggests that the rate of 
RETURN ON INVESTMENT OF BASIC RESEARCH IS AN ASTOUNDING 56%.

Mr. Chairman, we can never know precisely what experiment 
WILL PAY OFF —  WHICH SUCH EXPERIMENT OR THEORY WILL PROVIDE THAT 
ESSENTIAL PIECE OF KNOWLEDGE TO BUILD A WHOLE NEW INDUSTRY OR 
FROM WHICH A NEW FIELD OF SCIENCE AND TECHNOLOGY MAY OPEN. THAT 
UNCERTAINTY, HOWEVER, ALSO CHARACTERIZES PRODUCTION AND MANU­
FACTURING AS WELL. WE NEVER KNOW WHICH VENTURE IS SURE TO PROSPER. 

We MUST SPONSOR MANY IN ORDER FOR A FEW TO SUCCEED. JUST AS WE 
PROVIDE VENTURE CAPITAL FOR THE HARDWARE OF ECONOMIC GROWTH, SO

WE MUST PROVIDE THIS VENTURE CAPITAL FOR THE IDEAS TO DRIVE FUTURE
ECONOMY.
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Basic research is not something we can automatically expect 

INDUSTRY TO FUND. At LEAST HALF OF THE RETURN ON BASIC RESEARCH 

ACCRUES NOT TO THE FIRM OR INDIVIDUAL FUNDING THE RESEARCH.. BUT 

TO SOCIETY AT LARGE; THAT IS, INDIRECTLY TO HIS COMPETITORS.

Thus, laying the conceptual foundations for eocnomic growth through

BASIC RESEARCH IS AN ACTIVITY WHICH MUST BE SUPPORTED BY SOCIETY.

AS I INDICATED EARLIER, THE DATA SUGGESTS THAT THE RETURN FROM THIS 

INVESTMENT MAY BE VERY LARGE.

TO SUMMARIZE, Mr. CHAIRMAN, I STRONGLY URGE YOUR SUPPORT FOR 

the Committee's recommendations for the National Science Foundation 

FOR FISCAL YEAR 1981J THE PRESIDENT'S SELECTIVE REDUCTIONS ARE NOT,

AS I INDICATED, JUSTIFIED IN LIGHT OF BROAD NATIONAL NEEDS.

Turning to the programs of the Federal Emergency Management 

Agency, let me observe that as Ranking Minority Member, I can report 

THAT THE MINORITY STRONGLY SUPPORTS THE COMMITTEE'S RECOMMENDATION.

Mr. Chairman, the U.S. Fire Administration has historically 

BEEN APPROPRIATED ABOUT 11% OF THE FUNDS RECOMMENDED BY THE 

National Commission on Fire Prevention and Control. However,

AS WE SAID IN OUR COMMITTEE REPORT, SOLID DATA DOES NOT EXIST TO 

SUPPORT A SUBSTANTIAL INCREASE AT THIS TIME. We KNOW THE PROBLEM 

EXISTS —  NATIONAL FIRE STATISTICS ARE SHOCKING —  BUT WE DON'T 

KNOW PRECISELY THE BEST STRATEGY TO LOWER FIRE DEATHS. To 

IMPROVE THIS SITUATION, THE COMMITTEE HAS RECOMMENDED AUTHORIZATION 

OF $1.1 MILLION FOR A CONCENTRATED DEMONSTRATION PROGRAM IN FIRE 

PREVENTION AND CONTROL. I STRONGLY URGE YOUR COMMITTEE TO RECOMMEND 

APPROPRIATIONS OF THE PRESIDENT'S MINIMAL REQUEST PLUS THE 

Committee's small supplement.
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Mr. Chairman, you may wonder what a Congressman from New 
Jersey is doing supporting increases in earthquake mitigation. 
Surprising as it is to a layman like myself, New Jersey is on the 
EDGE OF AN EARTHQUAKE ZONE LOCATED IN NEW YORK STATE AND THE 

St. Lawrence Valley. Boston, Mass, suffered one of the largest 
EARTHQUAKES THIS COUNTRY HAS EXPERIENCED. And WE KNOW VERY LITTLE 
ABOUT THESE "MID-PLATE" EARTHQUAKES. In SHORT, EARTHQUAKES ARE 

NOT MERELY A PROBLEM OF INTEREST TO CALIFORNIANS- - THEY ARE A 

NATIONAL PROBLEM. FURTHERMORE, THE LESSONS OF A TECHNICAL AND POLICY 

NATURE WHICH WE LEARN ON HOW TO MEET EARTHQUAKES COULD BE OF GREAT

USE IN MITIGATING THE EFFECTS OF OTHER LARGE SCALE DISASTERS SUCH

AS FLOODS, NUCLEAR WAR, AND TOXIC CHEMICAL EXPLOSIONS.

I URGE THAT YOUR COMMITTEE APPROVE THE FULL APPROPRIATIONS 
RECOMMENDED BY THE SCIENCE COMMITTEE.

I THANK YOU FOR PERMITTING ME TO TESTIFY HERE THIS AFTERNOON.
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Mr. Brown. What we have tried  to do is reach a consensus 
posture on this program, and we commend it to you from that 
standpoint.

Mr. Traxler. We appreciate that.
Mrs. Boggs, do you have fur the r questions?
Mrs. Boggs. Yes, Mr. Chairman.
I would like to thank and to commend Mr. Brown and Mr. Pease 

for thei r continuing inte rest  in science education, and I would like 
especially to say to Mr. Pease that  I am delighted that  you recog­
nize the need for science literacy. We have been plummeted into 
the scientific and technological age, and it is highly necessary for 
people to have some literacy in science.

In addition, I am sure you are aware  that  the  departments  and 
agencies of the government have a difficult time in complying wi th 
having enough women and minor ities in various scientific areas. 
Unless we have the  junior high school program, unless we have the 
persons trained to teach in that  program, we are never going to be 
able to reach down fa r enough to tra in the  young scient ists regard­
less of sex or racial  status. I think that  is enormously impor tant.

In addition, I think as a Nation,  we have to look into writing  
some moral perimeters  around  our scientific marvels, and unless 
the Nation is scientifical ly lite rate  we will not be able to do so. So I 
thank you both for your leadership .

Mr. Brown. Those are very perceptive  observations, Mrs. Boggs. 
We appreciate it.

Mr. Traxler. Thank you very much.

Environmental Protection Administration 

WITNESS

HON. JAMES J. FLORIO, A REPRESE NTATIVE IN CONGRESS FROM THE
STATE OF NEW JERSEY

Mr. Traxler. We are pleased to welcome our distingu ished col­
league Mr. James Florio, who is a member of the Inters tate and 
Foreign Commerce Committee, and who also chairs the  Subcommit­
tee on Transportation and Commerce.

Mr. Florio. Mr. Chairman, in the  inte rests of conserving the 
Committee’s time, I have a stat ement  I would appreciate being 
placed in the  record.

Mr. Traxler. We would be pleased to.
Mr. F lorio. I will try to summarize it as succinctly as possible. I 

am here in my capacity, as you know, as the Chairman of the 
Transpor tation Subcommittee of the  Inters tate and Foreign Com­
merce Committee which has jurisd iction  over EPA’s solid and haz­
ardous waste programs. This includes the  existing law, that  is, th e 
Resource Conservation and Recovery Act, which puts forth a 
means of dealing with appropria te disposal of hazardous wastes in 
the  future as well as pending hazardous waste cleanup legislation, 
which has been refer red to by many as th e “Superfund” legislation.

With regard  to the Superfund legislation, the Admin istration has 
developed a proposal and has included in the fiscal 1981 budget an 
allocation of $250 million for the  Federa l portion of this cleanup
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fund. I would urge the  support of this Committee for tha t appropr i­ation.
We have a bill that  we are mark ing up in the  full Commerce Committee within the next week tha t provides for an effort to deal with a portion of this problem that  will enta il some $300 million over a period of four years.
Ju st to indicate  to you some degree of the  magni tude of the problem, Love Canal, which we have all heard of, has already utilized some $29 million in public funds for cleanup  and contain­ment. It is estimated that by the  time that  project is through, it will requi re the  use of some $124 million for that  one site alone. EPA has estimated ther e are some 30,000 sites around the  country.I would note, this  is not an academic problem, there was a  si te in Michigan, a site in Pennsylvania, a site in Louisiana that  is cur­rent ly the subject of litigation by EPA. These sites have been designated  as sites are  imminent hazards as of thi s moment to the health and well-being of the people in those areas.
I would like to talk about the  othe r portion of the  problem, which is th e regulatory scheme that  is now being implemented. As a ma tter  of fact, regula tions were jus t announced yesterday by EPA to make sure that  we don’t have Love Canals in the  future ; that  is, to designate a regulatory  mechanism for insuring appropri ­ate disposal from this point forward. This is th e implementation  of the  Resource Conservation and Recovery Act.
EPA has established a hazardous waste program for the  safe “cradle to grave” management of hazardous materials.  My main point here is th at  if thi s is going to be a real program that  is going 

to deal with a real problem, we have to provide the appropria te resources to implement this system. To do less tha n to provide the appropriate monies is to perpet rate  a cruel hoax on the  American people th at  are looking to the  Congress for relief from the  problem of hazardous waste disposal.
There are  four major area s of this  RCRA program that  will require stepped-up support, and it is for these  area s that  we need the money that the Administration  has requested, so in essence I am asking for support for the  Adm inist ration’s proposal. The first will be to strengthen  the technical information and state-of-the-art technology that has to be developed, for purposes of developing improved waste analysis capability; that  is to say, that  if we are going to insure that  wastes are not inappropr iately disposed of in the futur e, we have to know how to appropria tely dispose of them.The second major area for expansion is increased support to the states . The program unde r RCRA provides for minimal standards at a Federa l level, but then encourages the states to assume the responsibility for the implem entation of those minimum standards. With regula tions in place and guidance  in hand, the state s will requi re increased availab ility of resources to turn  the ir plans into effective hazardous  waste management programs. The fiscal year  1981 budget reques t provides for a 50 percent increase  in the program, which will provide the state s with inspection, monitor ing and permitting capability, a manifest system for tracking  the transportat ion of wastes, an active public partic ipation program, which is very important , an effective emergency response- capability.
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A third area  for increased implemen tation  will be the perm itting 
aspect of the program. This is the  part of the  program that  will 
ensure  that  a disposal facility is inspected  and approved with a 
permanen t permit afte r a period of time. EPA estimates that  there 
are approximately 30,000 sites which will require permits over the 
next decade. We need the funding  to ensure that  permi ts will be 
issued only to appropria te sites.

The fourth  area for increased activi ty will be enforcement of the  
manifest system and permitting program requirements.

The Administra tion requested a tota l of $145.4 million for fiscal 
year 1981 for program implementation  and research and develop­
ment. This represen ts an increase  over fiscal 1980 appropriations , 
but as J have suggested to you, the  increase is justif ied on the 
grounds that  we are  now going into the process. As I have stated,  
the publication of the regula tions took place within  the  last 
number  of days. An increase  in the  funds is called for as well to 
support not only the  activities listed above, but important program 
initiat ives contained  in Authorizing Legislation which will serve to 
link these two programs that  I have talked about, that  is, the 
cleanup of the  past practices as well as the  program which will 
provide for the  prohibitions against the development of new sites 
that are going to be problems in the future.

What I am refer ring to specifically is t he abandoned and uncon­
trolled hazardous waste inventory program recommended in the 
House Authoriz ing Legislation which is already passed. This is a 
program which requires a comprehensive inventory of abandoned 
and inactive sites. The significance of this  is t ha t we know that  we 
are not going to have enough money to clean up a ll the sites in the 
country. Therefore, we have to draw priorities, and to do that  we 
have to have a comprehensive inventory unde rtaken, and therefore 
we can have the  two programs, the  inventory prospectively as well 
as the  monies being used to clean up the  old sites working in 
conjunction with each other.

Finally, the bill t ha t is in conference now between the House and 
the Senate  also provides for an authorization  for Federal assistance 
to develop aid to communities  with extr aord inary circumstances 
posing extreme risks to public hea lth  and to the  environment. 
There are lots of these situa tions  around the  country, and we need 
money to be made available  immediately when we uncover some of 
these programs.

I would just conclude by saying that  I think the Administration 
is to be commended that  at a time of obvious fiscal austerity they 
have made the distinctions between the  need to trim and the  need 
to expand. I am convinced that  the  environmental issue of the 
1980s will be our need to deal with  hazardous waste disposal. The 
Administration, commendably, has said that  this is the ir percep­
tion of the most important work that  EPA is doing, and therefore 
they have provided for, I think, an appropriate amount of resources 
to be allocated for EPA for this par ticu lar  type of program, and 
would ask the Committee to support the  Adm inist ration’s requests  
in th is area.

I thank  th e committee for its attention.
[The stateme nt follows:]
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Statement of Hon . J ames J.  F lorio
Good afternoon. I appreciate the opportunity to be here today to discuss a press­ing matter  now pending before the Congress. I am referring to the resolution of our hazardous waste management and clean-up problems.
As you know, the Interstate and Foreign Commerce Committee has jurisdict ion over the Environmental Protection Agency’s solid and hazardous wastes programs. This includes the existing program under the Resource Conservation and Recovery Act now in the last stages of reauthorization, as well as the pending hazardous waste clean-up and containment legislation. I would like to take this opportunity to impress upon you the importance of full implementat ion of the existing program as well as successful enactment of the clean-up and containment initia tive under consideration in committee.
Last session, the administ ration developed a “superfund” proposal which provided for a  fund of $1.6 billion comprised partly  of federal appropria tions and partly of a fee on industry. The a dmin istration’s proposal addresses clean-up for three types of releases into the environment: oil spills, toxic spills, and the clean-up of inactive and abandoned sites. Our committee’s proposal addresses the third  category only— abandoned and inactive hazardous waste sites.
In the fiscal year 1981 budget request, the administration requested $250 million for the federal portion of th is clean-up fund. I feel tha t this request is reasonable and justifiable  for the  task tha t lies before the agency in launching this greatly needed clean-up program.
Over the  last year, our Committee has devoted considerable atten tion to the scope and severity of the abandoned dumpsite problem. Several studies have been pub­lished estimat ing the probable number of these sites. Indust ry estimates that  ap­proximately 450 sites are potentially dangerous. The EPA es timates the  number  to be higher for sites which are endangering the public heal th and the environment.  EPA’s estimate ranges from 1,000 to 5,000 such sites.
Regardless of which estimate we rely on, one thing  is clear. Far too many sites exists and there  is far too little assistance currently available to mitigate  the dangers they pose.
Last week, my subcommittee took one step toward providing the  needed assist­ance, on April 30th, the  subcommittee reported out H.R. 7020, a bill to clean-up and contain these abandoned and uncontrolled hazardous waste sites. The bill provides for a total fund of $600 million over four years with $300 million, or half  of the funding, to be provided out of federal funds.
Though this may appear to be a substantia l authorization level, it will have a grea t demand place upon it. For instance, the EPA estimates tha t containment  costs average $3 million per site. Containment activities include field investigation, exten­sive sampling, engineering planning and design, and alternativ e analysis to deter­mine the most reasonable approach in terms of cost. However, $3 million is a conservative estimate when one considers tha t the Love Canal clean-up and contain ­ment alone has cost an estimated $30 million to date.
The full Commerce Committee is expected to consider the bill prior to the  May 15th authorization deadline. I feel confident tha t this legislation will receive favora­ble consideration in committee and tha t the Congress will move to enact the superfund proposal this year.
Mr. Chairman, as a cosponsor of H.R. 7020, and as a supporte r of simila r propos­als in the past, I know th at you are already aware of the importance of the need for such legislation. I urge the members of this committee to provide an appropria tion in the amount requested by the administration for support of thi s critia l program.By providing an appropria tion at this critical time for this important program, we will launch the first real effort to resolve the dangerous environmental problems resulting from past dumping practices. However, in order to ensure  tha t our com­munities will not be plagued long into the future by the  dangers posed by improper disposal, we must take steps to streng then and ensure the full implementation of the harardous waste management program as provided for under the resource conservation and recovery act.
Under this act, the EPA has established a hazardous waste program for the safe “cradle-to-grave” management tha t should result  in the prevention of future dispos­al disasters. Though long overdue, the agency has promulgated the bulk of its regulations over the past year. Yesterday, the agency promulgated yet another  set of these regulations. The implementation of this program will go into full force in 1981.
We are at a crucial time in the success of this program, without  the full and rigorous implementation of the Federal and state  programs, our efforts to control our hazardous waste problem will fail. Without the full appropriation of the admin-
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istra tion’s budget request, full implementation will not be possible. As this program 
moves into place, it  is critical for the Congress to provide adquate resources to the 
agency to carry  out its mandate.

There are four major areas of this program which will require stepped-up support. 
The first will be to strengthen the statu s of technica l information and state-of-the- 
ar t technology for purposes of developing improved waste analysis capability. This 
activity draws heavily on an expanded research  and development program to devel­
op more effective land and incineration disposal technology. Efforts in th is a rea will 
serve not only to benefit the agency’s implementation capability but will expedite 
the development of alternative  technology for use by industry .

The second major area for expansion is increased support to the states. With 
regulations in place and guidance in hand, the state s will require  increased avail­
ability of resources to turn thei r plans into effective hazardous waste management 
programs, the fiscal year 1981 budget request provides for a 50 percent increase in 
the program which will provide the states with:

Inspection, monitoring and permit ting capability.
A manifest system for tracking the transport of wastes.
An active public participation program.
Effective emergency response capability.

A third  area for increased implementation will be the permit ting aspect of the 
program. EPA estimates  tha t approximately 30,u00 sites will require permits over 
the next decade. Though this effort will be shared at the federal level, the states 
will assume a major role in issuing these permits.

The fourth area for increased activity will be enforcement of the manifest system 
and permitting program requirements. Effective enforcement can only be realized 
with adequate numbers of well-trained sta te and federal personnel.

The administ ration requested a total of $145.4 million for fiscal year  1981 for 
program implementat ion and research and development. This represents an in­
crease of approximately 64 percent over fiscal year 1980 appropriations, including 
supplemental funding. This increase is justifiable  on the grounds tha t the largest 
part  of program implementation lies ahead.

The increase in funds will support not only the activities listed above, but impor­
tan t program initiatives contained in the authoriz ing legislation which will serve to 
link the RCRA program with the clean-up initiative.

By this, I am referring to the abandoned and uncontrolled hazardous waste site 
inventory recommended in the house authorizing legislation. With the conference 
nearly completed, it appears tha t this provision will be adopted and subsequently 
enacted. It is our intention to provide assistance to the states  so tha t they may 
prepare a comprehensive inventory of abandoned and inactive sites. The committee 
feels strongly tha t such an activity carried out under  RCRA will provide valuable 
information for developing statewide priorities for clean-up activities to be carried 
out under the proposed clean-up and containment legislation once enacted.

And finally, the bill in conference also provides $2.5 million in federal assistance 
to special communities with extrao rdinary circumstances  posing an extreme risk to 
public health  and environment. It appears tha t this provision will be included in the 
final House-Senate conference report.

A strong implementation effort under  the RCRA program will ensure tha t the 
public is adequately protected from exposure to harmful, uncontrolled hazardous 
wastes. Futher, vigorous enforcement will go a long way toward providing future 
generations with an environment tha t is free of harmfu l substance tha t would spoil 
our limited n atural resources.

I urge the committee to uphold the administration’s fiscal year 1981 budget 
requests for both important hazardous waste programs.

Mr. Traxler. I thank the gentleman  for his appearance before 
our committee today, and giving us the benefit of his views in this 
most impo rtan t and vital area.

Mr. Coughlin, do you have any questions?
Mr. Coughlin. T hank  you, Mr. Chairman.
I want to join in than king  my very distingu ished colleague for 

the  leadership that  he has shown in this area  and for taking time 
to come here. The $145 million of which you a re speaking, I take it 
that  is just for funding for RCRA?

Mr. F lorio. Tha t is right, the  implementa tion of the  new system 
which is going into operation.
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Mr. Coughlin. And tha t doesn’t go at all to H.R. 7020?
Mr. F lorio. Tha t is correct.
Mr. Coughlin. Which you anticipate being passed this  year?
Mr. Florio. Yes, I do. The Administration  has asked for $250 

million for th at first year, and I th ink  tha t is appropria te.
Mr. Coughlin. Tha t would be in 1981 funding; is that  correct?
Mr. Florio. Tha t is correct.
Mr. Coughlin. Under  H.R. 7020?
Mr. F lorio. Yes.
Mr. Coughlin. And th at would be funded entirely by-----
Mr. Florio. No, 7020 is our committee’s response to  t he problem, 

but  7020 jus t deals with abandoned hazardous waste sites as op­
posed to the  Administ ration’s proposal which deals with oil spills, 
chemical spills and abandoned sites.

Mr. Coughlin. But is there any Superfund facet of 7020? Is that  
funded by industry  fees as well?

Mr. Florio. Fifty-fifty; that  is, it is a total  of $600 million, $300 
million by indust ry assessments, and $300 million by federal cont ri­
butions.

Mr. Coughlin. T hank  you, Mr. Chairman.
Mr. Traxler. Jim, give us some assistance here. I am looking 

specifically a t a provision in the existing law, which under general 
authorization and general adminis tration of the act, it sets aside 
not less th an 20 percent of the  amount appropria ted unde r Subsec­
tion A, “. . . shall be used for purposes of resource, recovery and 
conservation panels which are establ ished under Section 203” and 
in 203 i t says, “The adm inis trator shall provide teams  of personnel 
including federal, stat e and local employees or contracto rs” and 
they are refer red to as the  resource panels, “to provide federal 
agencies, state s and local governments upon request with technical 
assistance on solid waste management, resource recovery and re­
source conservation. The team shall  include technical marketing,  
financial and inst itutional specialists, and the  services of such 
teams shall be provided without charge to the  state s and local 
governments .”

Mr. Florio. Tha t is right. If I can be of some assistance-----
Mr. Traxler. Yes, please.
Mr. Florio. Tha t really goes to the  solid waste as opposed to the 

hazardous waste components. This is energy recycled materia ls. My 
rema rks have been directed for the most part to the  hazardous 
waste component of the Resource Conservation Act.

Mr. Traxler. I am advised that  our staf f believes that  the au­
thorization  covers both of those categories. Twenty percent is a  lot 
of money when you set aside that  much for these  panels. Can you 
help us there?

Mr. Florio. Yes. I would suggest that  your  observation is correct. 
I have tried  to focus, and I believe that  we have EPA’s concur­
rence, in trying to reassess its priorities . Tha t certainly  solid init ia­
tives are very important,  but I have seen in EPA, commendably, 
the ir willingness to t ilt  towards hazardous wastes, and it may very 
well be that  we should address within  the  Author izing Legislation 
some modifications to provide for more flexibility in the  allocation.

Mr. Traxler. If we set aside the  20 percent for the  panels, it 
would seem that  that  would dist ract  from the  thrust of the appro-

63- 277  0 - 8 0
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priation itself. I am jus t concerned that  we are not going to be able 
to do the kind of job that  is necessary  in a c lean-up effort if we a re 
putt ing 20 percen t into talk  shows.

Mr. Florio. It is my unde rstanding  th at  the proposal from the 
Admin istration does do tha t. It makes the  modification so as to 
allocate these  monies towards hazardous wastes.

Mr. Traxler. We want  to tha nk you very much, Congressman. 
We appreciate your views.

Mr. Florio. My pleasure.  T hank you.

National Science Foundation 
WITNESS

DR. RUSSEL C. JON ES, DEAN, SCHOOL OF ENGINEERING, UNIV ERSITY
OF MASSACHUSETTS, REPRESENTING THE AMERICAN SOCIETY OF
CIVIL ENGINEERS

Mr. Traxler. Our next guest is Dr. Russel C. Jones, Dean of the  
School of Engineer ing, University of Massachusetts. He is repre­
senting the  American  Society of Civil Engineers, here to speak on 
the National Science Foundation.

Dr. J ones. Mr. Chairman, tha nk you very much for hear ing me 
today. I would hope you would insert my writ ten testimony in the  
record.

Mr. Traxler. We would be pleased to.
Dr. J ones. The American Society of Civil Engineers is an organi­

zation of some 80,000 civil engineers in the  United States and I am 
here represent ing its Technical Council on Research, which is the 
arm of the Society concerned with research, and therefore am most 
interested  in the National Science Foundation.

Some of the crucial issues facing the  country, as one of our 
previous speakers said, are the  economy, part icularly  productivity, 
energy, the environment, and in the  opinion of many of us these 
issues can only be addressed by more technology, which is perhaps  
a s trange viewpoint, but I th ink  i t is one that  is defensible. Clearly, 
if we are going to have a strong  program in basic energy research 
basic scientific research, we need to have strong support from the 
National Science Foundation. This has been the primary matter  
area  at universities  where a lot of resea rch has been done, tha t 
they have come for many years for support.

We have a base of knowledge now. I don’t thin k a base of 
knowledge is enough to solve the  problems that are facing us in 
energy and the environment and productivity in the foreseeable 
future.

In the judgment of many people, the United  States is losing its 
position as a leader in technology. We are concerned about the 
Japanese, the  Western Europeans,  the  Russians overtaking us, and 
many scientific and engineering organizations believe that  during  
the 1980s they will overtake us and surpass us.

As you perhaps know, government spending on research and 
development has been decreasing since the 1980s, when it was 
substantia lly higher than it is today, and I believe your Committee 
and the Congress in genera l has an oppor tunity  if th ere  is to be a
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turnaroun d in the  United States  to begin catching up on the world 
scene.

One difficulty in addressing  the  National Science Foundation is 
that  it combines science and engineering, and many of t he sta tis­
tics which are seen there and many of the budge tary items spread  
across those two disciplines. If  one looks a t manpower, for example, 
one would conclude that  there is sufficient  scientific manpower 
currently available coming out the Ph. D. pipelines at our unive rsi­
ties and colleges, tha t is, if you lump engineering and science 
together.

What  one finds in looking at it in a litt le more detail, however, is 
that  science is turn ing  out more people tha n can be assimi lated 
into the economy, and enginee ring is having  great difficulty tu rn ­
ing out enough. The difficulty of getting enough money into ap­
plied research for close-in problems, that  is, 5- or 10-year solution, 
is facing the  same way. If you look at the  NSF budget, you find 
that approximately  9 percent is oriented toward applied research 
and the balance  for basic research.

At this point in time, some very pressing problems are  close 
enough in the  5- or 10-year range that  i t is our judgment that  more 
of the funding should be pushed toward the  applied resea rch side.

The Civil Engineering Society re treated last Jun e to Ar lie for a 3 
day conference trying to look at the  futu re for civil engineering 
research and what was needed in the  zero to 10 year  time frame. 
The varie ty of topics covered included energy, environmenta l engi­
neering, construction engineering and management, part icularly 
large-scale projects, geotechnical engineering, land planning, land 
development, materials,  structures, transportat ion, surveying, and 
water resources.

In the process of several days and review of position papers, some 
182 critical  research needs were addressed. This document coming 
out of the  conference almost  a year ago now is await ing NSF 
action. Our hope would be that  this  would be the  plan for at  least 
the civil engineering portion of NSFs expenditu re over the  next 5 
to 10 years. We think ther e is a resea rch plan in place for effective 
utiliza tion of applied research as funds are  available  for that.

There are two critical issues I would l ike to address in engineer­
ing education, and they are issues on which I think NSF will have 
a major stake  for solution. One of these  is that the number of 
engineers currently  being graduated at the Ph. D. level, at least  
those with U.S. background, is rapidly approaching zero. The 
Boston Globe up in my part of the country in its Sunday edition 
these days is carrying about 70 pages of help-wanted ads for engi­
neers.

The number of eng ineers being graduated at the unde rgraduate 
level is the highest it has ever been, and it appea rs it may still be 
increas ing because of this huge market pull. Sta rting salar ies are 
also extremely good, and th at  means that  very few students  are 
choosing an unde rgrad uate  education spending one to four addi­
tional  years  preparing  themselves in the field of resea rch and 
development rather tha n immediate practice.

Back some two decades ago, I found myself in a similar position. 
I finished my own engineering  undergraduate education and went 
immedia tely out to practice, at  a  very good salary. I found, though,
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that  national needs intervened. The National Defense Education 
Act was passed as a response to the  Russian Sputnik . As a response 
to a phone call and quick lunch, I found myself back in graduate  
school about two weeks afte r th at  Act was passed. It has certa inly 
changed the  shape of my career , and I think very positively so.

I thin k what  I am trying to indica te is that  it may be time for 
another similar massive infusion of fellowships, traineeships, onto 
the scene, to try  to b ring to us t he  kind of flow of Ph. D. engineers 
who are  going to be our teachers and researchers for th e 1980s and 
1990s.

At this point many of our engineering classrooms are filled only 
with people who speak languages othe r tha n English, and we are 
extremely concerned that this  will have a serious detr imental  
effect on the quali ty of eng ineering education over the foreseeable 
future , and also on the  quality  of research  t ha t is being carried out 
in engineering disciplines.

I would hope that  either throu gh the  NSF budget or something 
simila r to the  National Defense Educat ion Act that  the possibility 
be explored of a very major infusion of dollars into fellowships and 
traineeships to at tra ct students into engineering  education.

To give you some order of magnitude feeling for th e problem, my 
cur ren t students graduatin g with bache lor’s degrees are  star ting  
with salaries of perhaps $25,000 a year. The traineeships or teach­
ing assistantships or research assis tantships  t ha t I am able to offer 
are approximate ly $5,000 a year. Tha t oppor tunity  cost of $20,000 a 
year times one to  four years is something that  very few people are 
willing to invest at this point. Clearly, a major piece of that  is 
going to have to be subsidized if  we are  going to a ttrac t a ppropriate  
high-level people in to the Ph. D. pipeline.

I would like to come back to something that  Mrs. Boggs men­
tioned earli er, the  critical issue of degradat ion and obsolescence of 
laborato ry equipment, and again give you a brief case study.

The original NSF budget proposed $14.3 million to improve uni­
versity research laboratories . Tha t has now been reduced to zero.

At my own insti tution , the  University  of Massachusetts, I am 
currently  engaged in a capital  fund drive to try  to bring my own 
enginee ring labora tories up to the  1980 standards.  As you probably 
know, most insti tutions when they  build new buildings equip them 
very well and that  is allowed to dete riorate unti l the  next building 
is bu ilt. The last  building in my complex was built  12 years  ago. I 
have had no infusion of money since then , and my insti tution is 
very typical of about  50 engineering  schools around the country.

The difficulty in trying to appropriate something throu gh the 
NSF budget is that the  dollars are  very short. My ta rget , which I 
will easily raise within a year, is $7 million to refurb ish my own 
laboratories, one school. $14.3 million presumably could help two 
schools at the  order of magnitude of my insti tution , but it is ju st 
too small, and to make it decrease to zero is also a move in the 
wrong direction.

These twin problems of manpower to do the research, to do the 
teaching and engineering, and equipment, are extremely crucial at 
this point in time. It is a t the point where we are now risking the 
degradation of the quali ty of our g radua tes.
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The equipment that they will have access to in indu stry  is so much bett er tha n the equipment that  we are able to provide for them that  they  simply are not well equipped to go out the re in industry. The very rapid change in the  sta te of the art,  for exam­ple, I now c arry  as much computing power in my pocket as I had available to me in a whole roomful of computers when I was a grad uate  student. Tha t rapid change in the  art s in 20 years is sti ll happening.  One of the indus tries in my a rea  just brough t on line a new $60 million plan t to do semiconductor fabrication. I asked the vice presiden t of the company in charge  how long that  plant would be in that  configuration before the re were radical changes. Three years.
To try to educate students to keep up with that  kind of technol­ogy—and as I say, the demand is much higher tha n we are able to currently turn  o ut—is a real challenge to  us. I would hope that  you in your deliberations  would focus on support par ticu larly  in these  

two areas of t raineeships or fellowships for people who end up as Ph. D.’s for the 1980s and 1990s, t he area of equipment for science and engineering education, and in my judgment more dollars  into the applied research end of the spectrum, that  is, engineering, 
trying to improve the balance between engineering  and science.Mr. Chairman , I thank  you.

[The stat eme nt follows:]



116

TESTIMONY CONCERNING FY 19 81  APPRPRIATION 
FOR THE NATIONAL SCIENCE FOUNDATION 

BY RUSSEL C.  JONES

My nam e i s  R u s s e l C.  J o n e s  an d I  am h e r e  r e p r e s e n t in g  th e  A m er ic an  
S o c ie ty  o f  C i v i l  E n g in e e r s , an  o r g a n i z a t i o n  o f  a p p r o x im a te ly  8 0 ,0 0 0  c i v i l  
e n g in e e r s  i n  Che U n it e d  S t a t e s .  I  am C hai rm an  o f  t h a t  S o c i e t y 's  T e c h n ic a l 
C o u n c il  on  R e s e a rc h , an d sp e a k  fr om  t h a t  p e r s p e c t i v e .  My m a jo r  a f f i l i a t i o n  
i s  a s  Dean o f  th e  S c h o o l o f  E n g in e e r in g  a t  th e  U n iv e r s i t y  o f  M a s s a c h u s e tt s  
a t  A m hers t.

I t  i s  im p o r ta n t t o  r e c o g n iz e  t h a t  many o f  th e  c r u c i a l  i s s u e s  f a c in g  
o u r  N a ti o n  to d a y  —  e n e rg y , th e  ec on om y,  an d  th e  e n v ir o n m e n t —  ca n  o n ly  
be  e f f e c t i v e l y  d e a l t  w i th  u s in g  so und  te c h n o lo g i c a l  a p p ro a c h e s . S h o r t te rm  
s o lu t i o n s  to  t h e s e  co m ple x  p ro b le m s ca n  b e  d e v e lo p e d  w it h  a p p l i c a t i o n  o f  
a v a i l a b l e  e n g in e e r in g  an d  s c i e n t i f i c  know le dge an d  s k i l l s .  At th e  same ti m e , 
how ever,  we m ust c o n t in u e  a  s t r o n g  an d expanded  p ro g ra m  o f  b a s i c  e n g in e e r in g  
an d s c ie n c e  r e s e a r c h  to  p r o v id e  th e  b a s e  f o r  a p p r o p r i a t e  lo n g te rm  s o l u t i o n s .
Th e r e s t o r a t i o n  o f  o u r  i n d u s t r i a l  l e a d e r s h ip  an d c o m p e t i t iv e n e s s  i n  th e  w o rl d  
m a rk e t c a n  o n ly  b e  a s s u r e d  i f  we have  th e  u n d e r g i r d in g  o f  a s t r o n g  r e s e a r c h  
p ro g ra m . O nly  w i th  h ig h e r  i n d u s t r i a l  p r o d u c t i v i t y  an d  a m or e c o m p e t i t iv e  
p o s i t i o n  in  th e  w o rld  m a rk e t ca n  we b e  a s s u r e d  o f  th e  jo b  o p p o r t u n i t i e s  need ed  
to  d e v e lo p  and  m a in ta in  a  s t r o n g  n a t i o n a l  ec on om y.

A c co rd in g  to  an  a n a l y s i s  r e c e n t l y  i s s u e d  by  th e  C o n fe re n c e  B o ard , th e  
U n it e d  S t a t e s  i s  e x p e c te d  to  l o s e  i t s  p o s i t i o n  a s  th e  l e a d e r  i n  s c i e n t i f i c  
an d t e c h n o lo g i c a l  ad v a n c e s  i n  th e  w o rld  d u r in g  th e  1 9 8 0 's .  U .S . a d v a n c e s  in  
s c ie n c e  an d  te c h n o lo g y  a r e  n o t  e x p e c te d  to  keep  p ac e  w i th  th o s e  in  many o th e r  
m a jo r c o u n t r i e s .  I n v e s tm e n t in  r e s e a r c h  an d  d ev e lo p m en t h a s  d e c l in e d  in  th e  
U .S . d u r in g  th e  1 9 7 0 ’ s ,  w h i le  t h a t  I n  o th e r  n a t i o n s ,  i n c lu d in g  th e  S o v ie t  U n io n , 
W es t Ge rm any and  J a p a n  h a s  b ee n  in c r e a s e d  o v e r  th e  same ti m e  p e r io d .  One  p r i ­
mar y f a c t o r  i s  t h a t  t h e r e  h a s  b ee n  l i t t l e  o r  no  g ro w th  in  th e  p o o l o f  U .S . 
s c i e n t i f i c  t a l e n t  in  t h e  1 9 7 0 's .  G over nm en t s p e n d in g  on  r e s e a r c h  an d d e v e lo p ­
m en t h a s  b ee n  d r o p p in g  s in c e  th e  b e g in n in g  o f  th e  1 9 6 O 's . l a t h e  c u r r e n t  
b u d g e t in g  p r o c e s s  yo u h av e  th e  o p p o r tu n i ty  to  b e g in  a  tu rn a ro u n d  in  U .S . 
s p e n d in g  f o r  r e s e a r c h  an d d e v e lo p m en t.

Th e N a t i o n 's  r e s e a r c h  an d d ev e lo p m en t p o l i c y  t r a d i t i o n a l l y  h a s  n o t  r e c o g ­
n iz e d  th e  im p o r ta n c e  o f  e n g in e e r in g  in  re s p o n d in g  to  n a t i o n a l  i s s u e s .  The 
d i s t r i b u t i o n  o f  fu n d s  i n  th e  N a t io n a l  S c ie n c e  F o u n d a ti o n  b u d g e t t y p i c a l l y  h a s  
em p h asiz ed  b a s i c  s c i e n c e ,  w it h  to o  l i t t l e  em p h asis  on  a p p l ie d  r e s e a r c h  an d 
d ev e lo p m e n t.  W h il e  I  w ould  n o t say  t h a t  th e  s u p p o r t p ro v id e d  f o r  b a s i c  s c i ­
en ce  i s  to o  h ig h ,  t h e r e  i s  no  q u e s t i o n  b u t  t h a t  th e  e n g in e e r in g  co m po ne nt  i s  
c o n s id e r a b ly  to o  lo w . O nly  9X o f  th e  o r i g i n a l  N a t io n a l  S c ie n c e  F o u n d a ti o n  
b u d g e t p r e s e n t e d  to  th e  C o n g re ss  i s  f o r  a p p l ie d  r e s e a r c h ,  an d  th e  b u d g e t p ro ­
p o s e s  t h a t  a p p l ie d  r e s e a r c h  gr ow  a t  a  s lo w e r  r a t e  in  FY 19 81  th a n  th e  fu n d in g  
p ro p o sed  f o r  b a s i c  r e s e a r c h .  Th e c r i t i c a l  i s s u e s  m e n ti o n e d  e a r l i e r ,  in c lu d in g  
en e rg y  p r o d u c t i v i t y  an d  th e  e n v ir o n m en t demand a l a r g e r  a p p l ie d  r e s e a r c h  com­
p o n e n t.
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In June 1979, approximately sixty civil engineers elected from govern­ment^ industry, consulting and academia gathered at Arlie House to define needed civil engineering research in the United States in the next five to 
ten years. The most critical issues facing society in each of the following ten sub-disciplines of civil engineering were addressed: energy, environ­mental engineering, construction engineering and management, geotechnical engineering, land planning and development, materials engineering, structural engineering, transportation engineering, surveying and photogrammatry, and water resources engineering. In each of these areas the most important civil engineering research required to provide solutions to the critical problems defined was identified. A total of 182 critical research needs to be addressed over the next five to ten years were so identified and documented. This work­shop was sponsored by the National Science Foundation, and the definitive report of applied research needs is intended to guide NSF programs in this area for the next decade. Thus a research plan for effective utilization of applied research investments has been developed.

It is important to recognize that many of the engineering research needs in such areas as energy and the environment are not related to manufacturing or industry, but are public works related. For this reason it is not possible to look to industrial sources for support. This is a primary rationale for increasing the engineering and applied research components of the National Science Foundation budget as I recommend.

There are also crucial issues related to the education of engineers to work in these important applied research and development fields. Over the past decade the number of researchers in U.S. colleges and universities has declined. These researchers generally perform most of the basic research in our Nation. For a clear focus on the manpower trends, science education and engineering education must be treated separately. In engineering education undergraduate enrollments have reached an historic high and may still be growing. Graduate enrollments, particularly of U.S. citizens, are declining dramatically. The production of engineering Ph.D.'s appears‘to be suffering particularly because the market for engineers at the bachelor's and master’s levels is so strong that few students are electing to continue with advanced graduate education. At this same time there i3 a substantially increased industrial demand for engineering Ph.D.'s thus exacerbating the problem of obtaining an adequate flow of talent into academic positions. Because the need for highly qualified engineering educators and researchers is expected to remain high for the foreseeable future, it Is imperative that mechanisms be developed to attract appropriate engineering students into Ph.D. programs. There is an immediate need for the institution of a program of substantial multi-year fellowships funded at a level competitive with industrial positions to refill the engineering Ph.D. pipeline so that faculty members and researchers will be available over the decades ahead. The crisis In engineering manpower with advanced degrees is reaching the proportions which led the Congress to enact the National Defense Education Act two decades ago, and I recommend that serious consideration be given to the establishment of a similar fellow­ship program through the NSF budget or other appropriate mechanism at this point in time.
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A se co nd  c r u c ia l  I s su e  in  e n g in e e r in g  e d u ca ti o n  and re s e a rc h  co nduct ed  
a t  u n iv e r s i t i e s  i s  th e  s e r io u s  d e g ra d a ti o n  and obso le scen ce  o f la b o ra to ry  
eq ui pm en t an d f a c i l i t i e s .  At a tim e when th e  s t a t e - o f - t h e - a r t  o f eq ui pm en t 
fo r  e n g in e e r in g  e d u ca ti o n  an d re s e a rc h  i s  mo ving a t  a ra p id  p a ce , fu ndin g 
so u rc es  ha ve  d im in is h ed  s u b s t a n t i a l l y .  D efe rr ed  m ai nt en an ce  on  f a c i l i t i e s  
an d te c h n o lo g ic a l ad va nc em en t le a d in g  to  o b so le scen ce  o f p re v io u s ly  o b ta in e d  
eq ui pm en t has  e s c a la te d  th e  pr ob le m  to  n e a r c r i s i s  p ro p o r ti o n s  a t  mos t e n g i­
n e e r in g  s c h o o ls . The  o r ig i n a l  NSF budget pro pos ed  $1 4. 3 m il li o n  to  im prov e 
u n iv e r s i ty  re s e a rc h  l a b o r a to r ie s .  My own Sc ho ol  o f E ng in eeri ng  a t  th e  
U n iv e rs it y  o f M assa ch u se tt s  i s  c u r r e n tl y  en ga ge d in  an  e f f o r t  to  r a i s e  
a p p ro x im a te ly  h a l f  t h a t  am ount to  upgr ad e th e  f a c i l i t i e s  and eq ui pm en t 
we a re  c u r r e n t ly  w or ki ng  w it h , so  i t  i s  ap p a re n t th a t  t h i s  o rd e r o f magni­
tu d e  o f fu n d in g  fo r  eq ui pm en t i s  much l e s s  th an  th a t  ne ed ed  to  make a mea ning ­
f u l  am ount o f  p ro g re s s  in  th e  more th an  on e hu nd re d m aj or  i n s t i t u t i o n s  pr o­
v id in g  e n g in e e r in g  e d u c a ti o n  to day . I f  ou r e n g in e e ri n g  sch o o l g ra d u a te s  ha ve  
n o t use d  u p - to - d a te  eq ui pm en t d u ri n g  t h e i r  ed u ca ti o n  th ey  can no t be  as p ro ­
d u c ti v e  a s  d e s i r a b l e  when th ey  re ach  i n d u s t r i a l  o r re s e a rc h  p o s i t io n s .  Thu s 
I t  i s  c r i t i c a l  th a t  th e  NSF budget an d o th e r  a p p ro p r ia te  f e d e ra l  me chanism s 
p ro v id e  s u b s t a n t i a l l y  in c re a se d  fu ndin g fo r  eq ui pm en t an d f a c i l i t i e s  a t  
e d u c a ti o n a l i n s t i t u t i o n s .

F in a l ly ,  th e re  need s to  be g re a te r  r e c o g n it io n  o f e n g in e e r in g  on th e  
N a ti o n a l S c ie n ce  Bo ard an d in  re s p o n s ib le  a d m in is tr a ti v e  p o s i t io n s  w it h in  
th e  N a ti o n a l S c ie nce  Foundation  in  o rd e r th a t  p r i o r i t i e s  ke ye d to  s o lu ti o n  
o f ou r N a ti o n 's  pr ob le m s ca n be p ro p e rl y  s e t .  NSF mu st be  man da ted  to  su p p o rt  
e n g in e e r in g  re s e a rc h  as  a  r e s p o n s ib i l i ty  c o -e q u a l to  i t s  su p p o rt  o f b a s ic  
s c ie n c e  r e s e a rc h . R ec en t ch an ges  a re  s te p s  in  th e  r i g h t  d i r e c t io n  b u t ad d i­
t i o n a l  s te p s  su ch  a s  re o rg a n iz a ti o n  o f th e  N a ti o n a l Sc ie nce  Bo ard  an d f u r th e r  
s tr e n g th e n in g  o f th e  e n g in e e r in g  and a p p li e d  sc ie n c e  d i r e c to r a te  shou ld  a ls o  
be  ta k e n . I t  may be  ti m e ly  to  ev en  c o n s id e r th e  e s ta b li s h m e n t o f a n a t io n a l  
e n g in e e r in g  fo u n d a ti o n  p a r a l l e l  w it h  NSF a t  t h i s  tim e.

In  sum mary, I  ha ve  t r i e d  to  in d ic a te  th a t  many o f th e  c r u c i a l  is s u e s  
fa c in g  our N ati on  to day  r e q u ir e  sound te c h n o lo g ic a l ap pro ach es to  be  d e a l t  
w it h  e f f e c t i v e ly .  To a s s u re  a flow  o f so un d te chno lo gy  fo r  c u r re n t an d 
fu tu r e  n a t io n a l  n e ed s , f e d e r a l  su p p o rt  th ro ugh  th e  N a ti o n a l S c ie nce  Foundation  
a p p ro p r ia ti o n  mu st be  in c re a se d  in  s e v e ra l ke y a re a s :  th e  a p p li e d  re s e a rc h  
co mpo ne nt , su p p o rt  fo r  th e  e n g in e e ri n g  pr og rams o f th e  F oundati on , fe ll o w sh ip s  
to  a t t r a c t  c ap ab le  s tu d e n ts  in to  th e  e n g in e e r in g  Ph .D . p ip e l in e ,  and eq ui pm en t 
su p p o rt  to  upg ra de th e  e d u c a ti o n a l and re s e a rc h  f a c i l i t i e s  o f ou r e n g in e e r in g  
s c h o o ls . To ur  p o s i t iv e  re sp o n se  to  th e se  ne ed s w i l l  be g r e a t ly  a p p re c ia te d .

R C J: t
5 /2 /8 0
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Mr. Traxler. Mrs. Boggs?
Mrs. Boggs. T hank  you.
I thin k that  the  connection between engineering and biomedical 

sciences is something  that  all of us have to look to most seriously, 
and I am very g rateful for your testimony. T hank  you.

Mr. Traxler. Mr. Coughlin?
Mr. Coughlin. No questions, thank you, Mr. Chairman.
A very good sta tement.
Mr. Traxler. T hank you very much.
Dr. Jones  may I simply say the American Society of Civil Engi­

neers stands ready to answer any questions  if they develop later.
Mr. Traxler. We appreciate that.
Dr. J ones. T hank  you.

National Science Foundation

WITNESS

ARTHUR C. GENTILE, EXECUTIVE DIRECTOR, AMERICAN INSTITUTE OF
BIOLOGICAL SCIENCES

Mr. Traxler. Mr. Art hur  Gentile, Executive Director of the 
American Ins titu te of Biological Sciences, will address himself to 
the National Science Foundation budget.

Please proceed with your statement.
Mr. Gentile. Thank you for the  privilege of appearing  before 

this Committee. My name is Ar thu r Gentile, the  Executive Direc­
tor of th e American Ins titu te of Biological Sciences. The Ins titu te 
represents  452 professional scientific societies whose members rep­
resent all of the major divisions of biology. I believe the  views I 
shall express today are  shared by the  vast major ity of my col­
leagues.

As an American, I am not unmindful  of the economic and social 
consequences of uncontro lled inflat ion and the need to exercise 
budgetary res tra int  as one means of combating the inflat ion psy­
chology. I am also aware  of the  many financial demands made 
upon the Federa l government.

But as a biological scientist , I feel compelled to urge increased 
support for basic research at this  time because I am excited about 
the prospects for new and important discoveries in biology in this 
decade. I am convinced that in the 1980s we can achieve greater  
understanding  of the innermost  workings of living organisms than 
we have in any other decade in the history  of scientific research.  
Unfor tunately, I do not see in the  Administ ration’s budget the 
determination  to support this promising research adequately.

Perhaps biology is being shortchanged because some people think 
that biology cannot  match the  remarkable advances of the 1970s, 
when biologists learned to man ipulate the genes of bacteria to 
produce new organisms with new characteris tics. Recombinant 
DNA—once the  cutting edge of basic biological resea rch funded 
with federal dollars—has become the basis for one of our fastes t 
growing industr ies. Some four new corpora tions—at least  four as 
far as I know; there  may be more—as well as some well-established
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ones—are perfecting  techniques for producing bacteria to manufac­
ture insulin and growth hormones.

The large pharm aceut ical houses are racing to discover methods 
for applying recombinant DNA techniques for the mass production 
of a  new chemical substance derived from living cells, interferon, 
which shows promise as an anti-cancer drug. In view of the track 
record of the past decade, it  seems to me th at  wisdom should tell us 
to continue to nourish biological research on the expectat ion that  
more good things lie ahead.

Let me tell you about a few extrem ely provocative studies that 
NSF is now funding that  may bring us as many startling discover­
ies in  the  1980s. I predict that  if we maintain an adequate level of 
support now, the  value of our ret urn will far outweigh the  invest­
ment in 1980 dollars.

One of the  hotte st areas in bioligical research today is brain  
chemistry. A new discipline—neurobiology—has emerged to identi­
fy, locate, and determine  the  effects of a class of proteins called 
peptides. These substances, secreted by the brain , are involved in 
tran smittin g impulses from one nerve cell to the next. One group 
of peptides—the enkephal ins—are known to act as natural pain 
killers. Others  appear to be associated with drug addiction and 
mental disorders. If enkephalins  and other peptides can be synthe ­
sized and mass produced, the ir value in the treatm ent of human 
illness is incalculable.

The logical place to sta rt learning  about peptides would appear 
to be the  human bra in—an intr icate and delicate collection of 
about 50 billion cells. But scient ists have discovered t ha t the rela ­
tively elementary nervous systems of lower forms of animals are 
surpris ingly simila r to the human nervous system. The major dif­
ference is tha t, as one descends throu gh the anima l kingdom, the 
number of cells comprising the brain become fewer and individual 
cells become larger. Such lowly c reatures  as slugs, snails, leeches, 
and sea hares  have simple brains composed of large  cells. These a re 
now the models for brain hormone research.

Using these models, neuroscientists follow the movement of th e 
peptides from one nerve cell to ano ther  to learn  how they  work. 
Studies of these lower life forms then lead to research in more 
complex animals  and eventually  in man. In supporting research to 
develop cheaper, faster, and simpler ways to study brain hormones, 
NSF is supplementing research supported by biomedical agencies 
to bring these promising new drugs to clinical application.

Ten years  afte r the first Earth  Day we are  learn ing that  our 
environmental problems are  much more complex and challenging 
tha n we thought they were when Congress passed the National 
Environmental Policy Act. We now know that pollu tants  trave l 
hundreds of miles throu gh the  atmosphere, combine with rain  to 
form nitr ic and sulfuric acids, then  fall or seep into lakes and kill 
fish. We are  told that  the build-up of carbon dioxide from the 
burning of fossil fuels may warm our climate  over the  next cen­
tury. Others tell us th at  th e mounting concentration  of particulate s 
in the  air  will filte r out sunl ight  and eventually cause a cooling of 
our climate. How does a nation  come to grips with such over­
whelming problems? The answer is t ha t we use many scientis ts in
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many disciplines to gather  information, bit by bit, and we piece 
this information together like a jigsaw puzzle.

The environmental biology program at NSF is an importa nt part 
of the data-collecting chain. For some 13 years  NSF has funded a 
comprehensive study of the ecosystem of Hubbard Brook in the 
White Mountains of New Hampshire. The first purpose was simply 
to learn  more about an ecosystem—the recycling of nutrien ts, the 
balance of energy. During the course of this  broad study, it became 
obvious that acid was entering  the  strea m and causing severe 
damage. The Hubbard Brook studies have become th e classic tex t­
book for our knowledge of acid rain.  Work continues at Hubbard 
Brook, and with each new piece of knowledge the  direction of the 
studies is likely to change.

But our knowledge of acid rain canno t be complete from one 
project—even such a comprehensive one as Hubbard Brook. Othe r 
scientis ts are studying the movement of nitrogen into the  atmospo- 
here. There  is evidence tha t much more nitrogen moves from the 
soil into the  atmosphere tha n we had first supposed. If cur ren t 
research supports  this hypothesis, it may suggest th at  we look 
more closely at the impact of cur ren t agr icul tura l practices that 
depend heavily on nit rogen fertilizers.

The global carbon problem is even more complex t han acid rain. 
It is widely acknowledged that  the burn ing of fossil fuels intro­
duced carbon into the  atmosphere. However, deforestation also 
adds carbon, and reforestation removes carbon. Should we strive  
for a balance? Will the  rapid destruction of tropica l forests affect 
the Nor thern Hemisphere ’s climate? NSF is supporting two teams 
of ecologists building models of t he carbon cycle with the  expecta­
tion that  this will give guidance to fur the r resea rch on how the 
world can balance its atmospheric carbon.

Is the  ear th of the futu re to be warmer  or cooler? Theorists are 
still arguing both trends . Whichever way it goes, policy decisions 
will have to be made, and these  should be based on the  best 
knowledge available. NSF-supported biologists are simulating both 
conditions in laboratories to anticipa te wha t may happen to grow­
ing th ings when the climate gets hot ter or cooler.

Food production is a continuing inte rnation al concern. It may 
come as a surprise to some that  the National Science Foundation is 
also involved in research to complement  the research done by our 
agr icul tura l sciences establishm ent. Molecular biologists, supported 
by the NSF, a re using recombinant  DNA techniques in an effort to 
produce plants with greate r nutritio nal value and inherent resis t­
ance to disease and othe r st resses.

Another research project related to crop production focuses on 
the ances tor of modern corn—a cereal grass known as teosinte. 
Discovered growing in Mexico, teosinte has two qualit ies modern 
corn lacks: It is a peren nial and it grows in the  mounta ins. Re­
searchers now are  looking into the  possibility that  teosin te can 
provide genetic stock to develop a corn varie ty that  does not have 
to be planted every year  and that  will grow on marginal, hilly 
land.

The point I am tryin g to make with these  few illus trat ions is 
that  biology did not exhaust its vigor in the  decade of the 1970s. It 
is alive and well and continuing to uncover new knowledge that
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the world desperately needs. However, biology cannot  fulfill its 
potential if an inflation-adjusted, stable level of support is not 
mainta ined. The Administration’s budget for the Biological, Behav­
ioral, and Social Sciences Directorate reques ts $177.9 million—a 6.8 
percent increase  over 1980. With infla tion curr ent ly runn ing at 18 
percent, it is apparen t that  research suppo rt will shrink with tha t 
budget. Many promising studies will have to be put aside indefi­
nitely.

I believe I have given you a chart  which I refer to very briefly 
which shows the number of awards by direc torate in 1979, the 
estimate for 1980, and the estim ate for 1981 using both the  Ja nu ­
ary and March budgets from the Executive Office.

In the environmental biology program, the  Pres iden t’s March 
budget asked for $39,800,000 for next  year. This is only 5.5 percent 
above th is yea r’s funding level. With the  cur ren t rate of inflation, 
NSF-supported research on the envi ronment will shrink by about 
13 percent. Will the  basic unde rstan ding  of how nitrogen moves 
into the atmosphere  be available in time to counteract  the  effects 
of acid rain? Will we be ready with the  information on which to 
base national policy options when it becomes clear whe ther  the 
ear th is moving into a warming or cooling period?

Physiology, cellular , and molecular biology have fared somewhat 
bett er in the  A dmin istra tion’s budget . However, with $73 mil lion— 
an increase  of 8.7—this activity  will also lose ground. The number 
of g rants funded in some of the  very important areas I have dis­
cussed will fall below this yea r’s total.  When this happens,  the 
burden usually  falls on the young scien tist seeking his or her first 
grant; the established scienti st survives the lean unfunded years. 
The danger of failing to maintain stable  support in any discipline 
is that  the young Ph. D.’s unable  to init iate  the ir research, will 
drift into othe r creative endeavors, perhaps never to return  to the 
laboratory.

I have touched upon only some of the  areas  of research which 
deserve maximum support. There are others, but those which I 
have mentioned promise to provide us ultim ately  with solutions to 
serious problems in human health and welfare. Obviously, I have 
selected basic research projects which show real promise of provid­
ing benef its to the public. We should not forget, however, th at basic 
research , by its ve ry natu re, canno t always be defended in terms of 
futu re benefits. Studies which at this  moment do no t appear to be 
useful may become some of the  examples that  I can site before this 
committee next year.

I would like to submit a chart  for the record indicat ing the 
number of gran ts by activity in the  Biological, Behavioral, and 
Social Sciences area.

[The information follows:]
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Mr. Traxler. We will be pleased to welcome you back next year.
Mrs. Boggs?
Mrs. Boggs. I ju st want  to tha nk you very much for your excel­

lent testimony, and I am very pleased th at  you have broken it 
down into some specific examples, which are  always very good for 
us to use in logical explanat ions to our cons tituents of funding for 
scientific programs.

Thank you very much.
Mr. Traxler. Mr. Coughlin?
Mr. Coughlin. T hank you very much.
As always, your tes timony was very stimulating.
One question, the American Ins titu te of Biological Sciences is 

what  exactly?
Mr. Gentile. It is an  umbre lla organization which is composed of 

individual scientific, professional and scientific societies which rep­
resent very narrow disciplines, most of them, and ours is sor t of an 
umbre lla organization .

Mr. Coughlin. How is it funded?
Mr. Gentile. Two ways, by individual members  who subscribe to 

our journal. We publish a journal called Bio-Science, and each 
member society contributes each year. There is a formula, and they 
support us on the basis of the size of thei r organization.

Mr. Coughlin. E ntire ly privately funded?
Mr. Gentile. Yes, sir.
Mr. Coughlin. A great deal of biological resea rch is done pri­

vately. Do you have any suggestion as to what  you could do to 
increase  th e private sector biological research?

Mr. Gentile. Well, I guess ther e are  two types of private re­
search. A grea t deal of it is done in medical schools, and this  is 
done largely I thin k on the  basis of individual  contributions  for 
people who have a, how shall I put it, a real  concern for a  part icu­
lar ailmen t, to be very honest, usually  coming because someone in 
the ir family has suffered or perhaps  died from it.

Many of the gifts to the  large medical resea rch cente rs come 
from this source.

Of course, there is a great deal of private work going on in the 
drug industry and rela ted indus tries and here, I think, you can 
depend on private  indus try to do th is, once it  has reached the point 
where it appears that  th ere  is a way to m arket a product.

I th ink  many of these things t ha t I refer to today, either they are 
at th at  stage or will be a t t ha t stage very shortly.

I was reading  jus t coming up here  on the subway today that this 
drug interfe ron, the company seems to thin k that that  has grea t 
progress, and is looking very hard  a t it.

Mrs. Boggs. I had writ ten down over there interferon,  and then  
you referred to it. I had a very interest ing experience  this past 
weekend with the Cancer Ins titu te group in New Orleans, and with 
families of cancer patients  who have an organization of support 
organizations.

Apparently, the  possibility of being able to chemically reproduce 
something that now, as I unde rstand it, is made of the white 
corpuscles that are discarded in the blood transfusion situation.
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It is really very nea r being discovered and inter feron made from the white corpuscles has proved to be enormously  successful in various types of cancer without any really  bad side effects.Mr. Gentile. The National Inst itutes of Hea lth has jus t let a cont ract to a firm righ t here in McLean that  is going to produce interfe ron; they are going to use cultu red skin cells because the supply of blood is very limited, hard to come by.
They have a technique for using skin cells and this materia l that they  produce will be used exclusively for c linical tests on cancer by the National Inst itute s of Health.
Mr. Coughlin. Should we encourage more priva te part icipation the basic research?
Mr. Gentile. I don’t know that  I can come up with a simple solution. As we show people, a lot of the  basic research is going to pay off, that  you are going to get more priva te research done, I think there are two types.
Bascially, the re is the philanthropic type of support for any kind of research. People just give money because they wan t to give it  to research and then there is the kind where there has to be a payoff.I t hin k part icularly  in the  priva te sector, I don’t think we really have to worry too much about  tha t. We see these things coming down the pike. There will be people working on them  if they see prospects for producing a drug or something of that  sort that  is useful.
I am not b elittl ing tha t. I th ink  t ha t is their  role.Mr. Coughlin. T hank  you, Mr. Chairman .
Mr. Traxler. Can I use teosinte in one of my agricultural  speeches? Is it too early  to tell?
Mr. Gentile. I wouldn’t push that  too hard.
Mr. Traxler. Thank you very much.

Veterans’ Administration 
WITNESS

JEAN IRWIN, CONSUMER MEMBER, CHESTER COUNTY SUB-A REA COUN­
CIL, HEALTH SYSTEMS AGENCY OF SOUTHEAST ERN PEN NSYLVANIA
Mr. Traxler. We are pleased to welcome Mrs. Jea n Irwin repre­senting the  Sub-Area Council of the Health Systems Agency of Southeast Pennsylvania.
She is here  to talk  to us about  the  Veteran s’ Admin istration.Welcome, you may proceed with  your s tatem ent.
Mrs. Irwin . I would like to ask you if you would make part of the record the  250, more or less, names of citizens from Chester County that  I sent to you prior to this hearing  who support what  I am saying here today.
Mr. Traxler. Okay; we may have a mechanical problem.We will do it  if  at all possible.
Mrs. Irwin. Okay. I would appreciate it because it was no small task.
Mr. Traxler. We can place them in the  Committee files. It is a question of how much it will cost us to reproduce that  complete list. It will be available  to the  public.
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Mrs. Irwin. We folks back home feel th at  this is the way our 
government should work, and we very  much appreciate it, so I will 
begin my test imony.

My purpose in testify ing here today is to urge you to refuse to 
appropriate  $8.5 million which has been reques ted by the  V eter ans’ 
Administration to build a 120-bed n ursing home on the prope rty of 
the Coatesville Vete rans Medical C enter, Coatesville, Pennsylvania 
in Chester County.

The exorbitan t construction cost of this  proposed facility, $65,000 
per bed, is $43,000 h igher  tha n the  $22,000 ceiling placed upon the 
construction of nursing  homes in the  priva te sector by the Depart­
ment of Welfare.

As a consumer member of the  Chester County SAC of the HSA/ 
SP, I represen t approx imately 5,000 consumer members  of the 
HSA/SP from Chester County.

We are  worr ied about  the extrem ely high cost of heal th care and 
we are deeply concerned about the  double-digit inflation which is 
due in  great part to our government spending for many years  more 
money than we are  able to provide.

The day of reckoning is a t hand. The Federal budget must be cut 
and any and all unnecessary spending must  be stopped. This is 
what  we hea r and this  is what we ready every day. It is also 
something with which we are  very familiar  in our daily lives as we 
make alte rnat ive choices in  order to stre tch our pay checks to try  
jus t to provide the necessities of life for o ur families.

We would like to present an alte rna tive for your consideration in 
the ma tter before you today.

In his Inaugura l Address, I remem ber well that President Ken­
nedy admonished us: “Ask not wha t our country can do for you; 
ask w hat you can do for your  country .”

In Chester County we have many fine, well managed, well 
equipped nursing homes which provide quali ty care to many mem­
bers of our families and our friends. Some of these homes at this  
very moment are caring  for vete rans  placed there unde r contract 
by our Coatesville VA Hospital.

According to the late st figures, the  HSA projects an excess of 
over 400 skilled and intermediate care nurs ing home beds in Ches­
ter  County by the  year  1983. Certainly, this  is more tha n an 
adequate number to care for the general population and the  vete r­
ans. However, if more are needed, th ey can be provided.

I also submit to you that  if we are  permitted  to care for our 
veterans in priva te nursing homes, prop rieta ry and nonprofit, the 
ongoing costs of operation would be far less tha n in a government 
operated  institu tion.

Private entep rise is the backbone of our economy but at every 
tur n we see our government gett ing into the marketplace. This 
incursion is discouraging to private ente rprise and, even worse, our 
taxes are being used again st us in many instances.

There is heal thy competition among our nurs ing homes which 
motivates them to upgrade and improve both the ir facilities and 
the ir services. Costs can be also controlled  much more effectively 
when there is competition.

Now, we unde rstand that  the Davis Bacon Act, legislation which 
was insti tuted  during the depression years  of 1928 and 1929 is the
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cause of t he high cost of government construction. We also know 
that  every effort to repeal this  ou tdated  piece of legislat ion has met 
with defeat in the House of Representat ives.

It is shameful that  at the  same time the  Federal government 
requires HSA’s to evaluate every project on the  basis of cost, a 
$22,000 per bed maximum, that  same government refuses to abide 
by its own guidelines and, indeed, appears to be saying to the 
taxpayers of this Nation, “The sky is the limit  when it ’s your 
money we a re spending.”

The simple tru th  is, we canno t afford to build a nurs ing home 
which costs $65,000 a bed. We build our nurs ing homes safe and 
efficient within the  $22,000 ceiling and we expect our government 
to do the same.

Therefore, we respectfu lly request that  you deny the  appropri­
ation of these  funds, thereby demonstrating  your faith  in the  abili­
ty of the HSA/SP to efficiently plan and provide for the  nurs ing 
home beds needed by all of t he people in our area , including the 
vete rans  who deserve and will receive the  best we can give.

Thank you for the oppor tunity to  te stify here today.
Mr. Traxler. Well, tha nk you for coming to Washing ton with 

this statement.
Mrs. Boggs?
Mrs. Boggs. Than k you too for the  devoted work that  the  

members of the Board of the  HSA of Southeas t Pennsylvania 
render.

I had a meeting with the  Board members  in my area , because 
they are  concerned about the  cu ts in the  budget.

Mrs. Irwin . I know th at  is a problem, but we are concerned 
about our planning.

We would like to have the  confidence th at  we can hand le it.
Mrs. Boggs. Is there any other place where a nurs ing home 

could be constructed under prop rietary and private auspices at 
$22,000 a bed for all the  vete rans  who would be going to the  one 
that  would be built, or where Veteran  Administ ration grounds 
could be taken  ca re of?

Mrs. Irwin. Absolutely. There  is plenty  of property. We tur n 
down applications for nursin g homes all the  time, because we don’t 
want to be overbedded, you see.

Tha t is the  effective plan of HSA, and absolutely; I mean, if we 
need ext ra nurs ing home beds for vete rans  we can provide them  in 
the priva te sector, and we have an example which will be given to 
you by the  next witness, that  six of our most recen t approvals have 
built nurs ing homes for less th an $22,000.

They came in unde r the $22,000 limit, and they met all state 
specifications, all safety codes. They are beautiful. They are well 
run. The environment that  they put them  in is as importa nt really  
as the  care almost, a beaut iful envi ronment around a nursing 
home l ike t hat . Tha t is very important.

We have plenty of room for those.
Mrs. Boggs. You say you a lready have veterans  who are  in some 

of those?
Mrs. Irwin . We have 143 ve teran s now under  cont ract  to priva te 

nurs ing homes in  Chester County.

6 3 -2 77  0 - 8 0 - 9
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Mrs. Boggs. Mr. Chairman, as a point of information, when we 
contract out from the Veteran s’ Administra tion, to give care to 
veterans in nursing homes that  are  not vete rans’ nurs ing homes, 
does the  government assume it costs us more tha n if we take  care 
of them within a V eterans’ Administ ration nurs ing home?

Mr. Traxler. Cost more in the  p riva te sector?
Mrs. Boggs. Yes.
Mr. Traxler. I don’t t hink th at  is the  case. I thin k the  per bed 

cost is higher in the veterans.
Mrs. Irwin. It is; in fact four t imes higher .
Mr. Traxler. I th ink  i t is about double, not four.
Mrs. Irwin. Thir ty-eight a day is the going rate  for intermediate 

now in the priva te sector.
Mr. Traxler. I am looking a t-----
Mrs. Irwin. One-hundred forty dollars  is the  rat e for daily care 

in a  hospital.
Mr. Traxler. I am looking at  the  justif ication for the  120-bed 

nursing home care facility at Coatesville that  the  VA submitted to 
us. Presently  the re are  15 nurs ing home care beds at Coatesville. 
In Medical D istrict No. 4, which Coatesville is p art  of, VA has 380 
nursing home care beds and 120 are funded for construction at 
Wilkes Barre, Pennsylvania.

These 500 beds represen t 52 percent of the  dist rict ’s estimated 
need for nursing home care beds th roug h 1978.

The additional 70 beds at  Coatesville increase  in percentage to 60 
percent. Tha t is the  in format ion that  they provided us.

Mrs. Irwin . You see, they plan as the  Act allows them to sepa­
rately from the Health Systems Agency. Tha t presen ts a problem 
to us.

Mr. Traxler. I guess it comes down to the philosophy really  of 
whether we are going to integra te the vete ran within the  General 
Heal th Care Program , or whe ther  the veteran is going to have a 
separate medical program.

Mrs. Irwin. I live within  a mile of t ha t Coatesville facility, and 
within two miles of a private ly owned facility which has five con­
tract veterans, and I te ll you, the priva te home is the best. If I had 
a veteran and my husband is a vete ran  of World War II, I would 
put him in it, because they get to meet the  general cross-section of 
people that  come in ther e and it is just  so much better .

Their atti tude , the ir everything, even the ir appearance  is be tter.
Mr. Traxler. Well, unless the  law has  changed the decision on 

the part of th e Congress is and has been historically th at  we will 
have separate facilities for veterans.

Mrs. Irwin . I understand, but  I think  when we are almost $850 
billion in debt, maybe we might  have to take  some drastic steps 
and make some changes.

Mr. Traxler. I don’t want to tell you that everything that  the 
government does is efficient, because that  wouldn’t be the case. But 
in connection with that $850 billion, please count off against it the 
assets that this Nation has.

Mrs. Irwin. Absolutely.
Mr. Traxler. Our Post Office is worth something, that  building, 

and the Federa l lands in Alaska are worth something also and our 
national parks.
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Mrs. Irwin. If you have a chance to cut , here  is a place you could 
cut where we could do our part and that  is wha t we would like.

Mr. Traxler. I am sure Disney World would pay us a billion 
dollars for Yellowstone National Park , if we w ant to sell our assets 
and pay ou r debts off.

Mr. Coughlin. I wanted  to join in welcoming my neighbor from 
neighboring Chester County, and say it is nice to have someone 
before us who wants less ra ther  th an  more money.

Mrs. Irwin. I thought  tha t was k ind of unique myself.
Mr. Traxler. You so rt of get the medal for the year.
Mrs. Boggs. There is one thin g for sure, you can’t cut the  sala­

ries of the Board because they are already a goose egg.
Mr. Coughlin. Have you communicated your concern to Repre­

senta tive Schulze?
Mrs. Irwin Representat ive Walker is my Congressman. I have 

very strongly  represented my views to him.
Mr. Coughlin. Are your views the official position of th e HSA?
Mrs. Irwin. I am going to let the next witness testify, Mrs. Fry, 

who is chai rman of our Sub-area Council, but the  HSA, yes, does 
oppose this based on cost.

Tha t is my main concern too.
Mr. Traxler. Well, let me ask you this  question: Do you think  

the HSA would support the  project if t he bed costs were the same 
as the limita tions placed upon the priva te nurs ing homes?

Mrs. Irwin. Well, I think they would. It would have been more 
palatable, let ’s say, but when you think of how the  individual 
taxpayer looks at things  and knows that  while we can build fine 
nurs ing homes for $22,000 and our government comes along and 
wants to build one for $65,000, thre e times more per bed, with our 
money, where in the priva te sector they  are  b uilt with $22,000 and 
we ask for the difference.

I wro te and asked Mr. Max Cleland; he wrote back and said a lot 
of th ings like nurse cost systems, paging system, air-conditioning,  
things that  private nurs ing homes don’t have; I don’t know where 
he comes from, but I tell you that  a priva te nurs ing home that 
doesn’t have every one of those  things I ju st said to you would not 
be allowed to operate .

So our private nursing homes have every bit as many facilities 
and more volunteer help, jus t a bet ter  atmosphere all together.

Mr. Traxler. T hank  you very much, Mrs. Irwin.
Mrs. Irwin. You a re welcome, and tha nk you, sir.

Veterans’ Administration

WITNESSES

NANCY FRY, CHAIRMAN, CHESTER COUNTY ADVISORY  COUNCIL OF
THE HEALTH SYSTEMS AGENCY OF SOUTHEAST ERN, PEN NSYLVANIA 

MARILYN NORBOM, FIELD SERVICES REPRESE NTATIVE

Mr. Traxler. We will hear next  from Ms. Nancy Fry, rep rese nt­
ing the  Chester County Advisory Council of the  Health  Systems 
Agency of Southeastern , Pennsylvania.
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Ms. Fry. Chairm an Traxle r, I have asked Marilyn Norbom, our 

Field Services Representative,  to accompany me, if ther e are  any 
technical questions that  I am unable to answer as a volunteer.

Mr. Traxler. We will make your stat ement  a part of the  record, 
and you may proceed.

Ms. Fry. My name is Nancy Fry.
I serve as the  Chairman of the  Chester County Advisory Council 

of the Heal th Systems Agency of Southeastern  Pennsylvania , and 
am a member of the Exceptions Review Committee.

On behalf of Chester County Advisory Council of the Health 
Systems Agency of Southeastern  Pennsylvania, I than k you for th e 
opportunity to address you this afternoon.

The Advisory Council, together with the  H ealth Systems Agency, 
is composed of people elected by the ir constituencies to represen t 
the area; physicians, nurses, othe r hea lth  professionals, hea lth  ad­
minis trators, labor union repre sentative s and consumers of health 
care comprise the advisory council and o ther  boards.

We oppose the  construction of the  proposed new Veteran s’ Ad­
minis tration Medical Center  Nursing Home Care Facility of 120 
beds. By government mandate our agency is committed to encour­
age quali ty care and cost effectiveness.

The Board of Directors of th e Health  Systems Agency of South­
easte rn Pennsylvania on June 27, 1979 voted to oppose the  Coates­
ville Veterans Administra tion Medical Center’s skilled nursing 
home. This resolution in oppostion to the  proposed new facility 
states  the following objections:

1. The project does not meet the  hea lth  service needs of the 
community.

2. The project cannot be adequately staffed and operated.
3. The project is not economically feasible without assurances 

that it will not resu lt in “unrea sonab le” pat ient charges.
4. The project will not reduce costs through increased efficiency 

and /or  productivity. It will not prompt improvement, assure  qual­
ity pati ent care and cost-effectiveness, and provide a mechanism 
for follow-up by the Health Systems Agency of Southeastern Penn­
sylvania.

Let me discuss these objections w ith you:
Objection number one: The project does not meet the  health 

service needs of the community. According to the Hea lth Systems 
Agency, by 1983, the re will be 465 excess beds in Chester County, 
Pennsylvania. If the veterans  that  the VA nursing home proposes 
to serve come predominantly from Chester County, then  according 
to the best estimates unneeded beds will be built, to be filled only 
at the cost of existing facilities in the County.

The existing facilities are sufficient to meet the needs of the  local 
community. And if the  nursing home proposes to serve veterans  
from the ent ire South Eastern Pennsylvania , Delaware and 
Camden, New Je rsey  area, additional problems arise.

Most people choosing a nursing home for themselves  or for a 
member of their  family stress the desirability  of closeness to the ir 
homes and families. A familiar neighborhood and accessibility to 
family visits are  prime considerations. A nursing  home to serve the 
whole Delaware region would not meet these standards. Philadel­
phia and Wilmington are one hour by car; Camden is further  still.



131

The proposed facility is too far from population  cente rs to be a 
convenient regional facility.

Objection number two: The project cannot be adequately staffed 
and operated. The construct ion costs for the nurs ing home are 
excessive. At $7.8 million the proposed new facility is thre e times 
as costly as six 120-bed facilities which were recently approved for 
construction in th e region.

These already approved nurs ing homes together with the costs 
and square footage are  as follows:

Neshaminy Manor Nursing Home, Doylestown, Bucks County, 
$1,795,855, 29,500 square feet;

Regina Nursing Home, Norristown, Montgomery County, 
$2,640,000, 59,040 square  feet;

Langhorne Gardens, Langhorne, Bucks County, $2,365,000, 55,000 
square feet;

Philadelphia Presb yteri an Homes, Inc., Wayne, Delaware 
County, $3,650,000, 60,000 square feet;

Park Pleasant Nursing Home, Philadelphia , Philadelph ia 
County, $2,684,000, 46,200 square  feet;

Green Acres Home for Convalescents, Springfield Township, 
Montgomery County, $2,378,961, 41,880 square  feet.

The average cost per bed at these  nurs ing homes is $21,547.
The VA Nursing Home Care Facili ty at $7,800,000 and 57,500 

square  feet.
The proposed new facility $65,000 per bed development cost for 

the  contemplated project is $43,453 more tha n the  average  per bed 
cost of the  above named “priv ate sector” nurs ing homes, and 
$43,000 above the Depa rtment of Welfare ceiling of $22,000 per bed.

We do not believe this  tremendous  expenditure can be jus tified. 
We are  concerned that  in order  to keep per diem costs down, the 
nurs ing home will be forced to cut the  staf f budget or operations 
budget.

We are also concerned that  additional subsidies will be necessary  
to maintain the  financial viabil ity of the  proposed new facility. 
Excessively high pat ient charges will have to be resorted to.

Objection number three: The project is not economically feasible 
without assurances that  it will not resu lt in unreasonable pat ien t 
charges. We a re concerned that  not only will the  excessive cost of 
the  initial construction compel high opera ting costs; but  that  the 
size of the  proposed new facility will also compel excessive operat­
ing expenses, resulting in prohibit ively high pat ient charges or 
additional government subsidies.

To deplete the economic resources of the  veteran or his family or 
compel addi tional  government subsidies for th e dubious satisfaction 
of placing the  vete ran in an excessively large and costly facility  is 
not reasonable or p rudent .

Objective number four: The project will not reduce costs th rough  
increased efficiency and/o r productivity. It will not promote im­
provement, assure quality pat ient care and cost-effectiveness, and 
provide a mechanism for follow-up by the  Hea lth Systems Agency 
of Southeastern Pennsylvania.

The isolation of an older person or a disabled person from the 
larger community  is a policy d iametrical ly opposed to qual ity pa­
tient care. The grounds of th e V.A. Medical Center in Coatesville,
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though beautifu l, are cut off from shopping cente rs and restau­
rants , theater s and othe r cultural  activities . In winter the hilly 
roads to the VA Medical Center can be treacherous. Such a loca­
tion would not encourage the independence of nursing home resi­
dents but rat he r c reate  a sense of isolation and dependence.

Both the  size, there  are 10,909 patien ts in residence-----
Mr. Traxler. Excuse me; t ha t is not a typo? There are actual ly 

10,000?
Ms. Fry. I called and verified this  with a Mr. Low Washington, 

Wednesday, and the  nat ure  of t he Coatesville Veterans’ Adminis­
trat ion Medical Center, specializing in psychiatric and drug-re lated 
illnesses, contributes to  an atmosphere of estrangemen t between its 
resident veterans and the  surrounding  community.

This atmosphere of estran gement would fur the r cut off nursing 
home res idents from t he ir community.

I envision instead  the commitment of American citizens and the 
Vete rans’ Administra tion to the carefu l placem ent of veterans in 
need of skilled nurs ing care into facilities  in the  private sector, 
close to the  veter ans’ families, friends and communities.

I suggest that  the  VA with the  exper tise at  its disposal, track 
these veterans, study the  methods of rehabil itat ion utilized in the ir 
care, and augm ent our country’s knowledge of geria tric care 
through the comparisons possible.

As American citizens face our uncerta in futu re we must remem­
ber and honor our past, its leaders, its veterans. Let us do so by 
assuring the  availab ility of quality care in a varie ty of se ttings  in 
the  private sector with all the variety that  different sponsoring 
organizations can assure.

In this way, the  vete ran can and will receive the best available  
treatm ent  a t a  price his  country can afford.

Thank you, Mr. Chairman.
Mr. Traxler. T hank  you.
Ms. Fry. I had been unde r the impression that  it was closer to 

4,000; and  when he said 10,900 I was quite surprised.
Mr. Traxler. Tha t would be the  biggest hospita l in the  country.
Ms. Fry. It is quite large.
Mr. Traxler. We will get  you the figure.
You a re asking this Committee to change a natio nal determin a­

tion that has been made by the Congress.
Ms. F ry. I understand.
Mr. Traxler. First,  I am pleased you are here, and we thin k 

citizens ought to avail themselves of the ir const itutional righ t to 
petition t he Congress.

Ms. Fry. T hank  you.
Mr. Traxler. We want  at the same time to tell you tha t, and I 

speak for myself and my colleagues, I am sure  will address this 
point, the  question of these  decisions normally comes throu gh what  
we refer to as the authorizing legislation.

Our determinations  in areas of specific instances, whether or not 
a project that  complies w ith the autho rizing  legislation, ought to be 
funded or not funded, usually  is done on the  basis of certa in 
priorit ies that  the VA has, and in this  par ticu lar  category that you 
are interested  in, categories of prio rities that  the  VA has, and it is 
refer red to this Committee on that  basis, and we make a determi-
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natio n how much money is available and which in th at  prioritized listing, where the  cut-off line is.
The deter mina tion th at  we would have a medical facility pro­gram  within the  Ve tera ns’ Adm inistr ation  was made many, many years ago.
This Committee does not legislate. We only appropriate . In the event  we were to agree with you we would really  be saying th at  we disagree with the  law of the  United States , and th at  we would be saying th at  in those instan ces the  Subcommittee would look into the  priva te sector to deter mine  whe ther  or not the re were adequate facilities available  for th e veterans.
I assume if the re were, they would say we would not constr uct any veterans  facilities in these areas.  Tha t is a  ra ther  monumenta l task  for us to under take.
The policy decision has alrea dy been made by the  Congress. If th at  policy is to be changed, I would ask you to go to the appropri­ate committee th at  handles tha t, and th at  would be, I assume, the Vet eran s’ Committee.
Mr. Coughlin. I am a little constrained in this, because we eith er appropria te it or not appr opriate it.
I am not sure the  autho rizing  committee authorizes specific hos­pitals.
Mr. T raxler. I don’t know how this  got in the  budget.
I guess what I am saying is th at  in these  ma tter s where  the  question goes to the  very philosophy of the  VA Medical System, then I guess, wha t I am saying is if we say yes in this  instan ce or say no in this  instan ce hav en’t we, th erefore, challenged the  whole VA medical stru ctur e, and wouldn’t the  door be opened to every community to come in and say we don’t need a VA facility, th at  it can all be handled in the  priva te sector?
Mr. Coughlin. Saying it could be handled in the  priva te sector versus the  public sector is ano ther thing, but  we certainly have refused a recommendation of the  Vet eran s’ Adm inistr ation  for a par ticu lar project.
Mr. Traxler. Oh, yes.
Ms. Fry. I am glad to h ear  t hat .
Mr. Traxler. But never on these  grounds th at  I can recall.Mrs. Boggs?
Mrs. Boggs. I did wish very much to tha nk you, and th at  is one of my concerns.
Also, it seems th at  we have heard in previous testim ony th at  the vete rans’ communi ty is growing older, and the re will be more and more need for nursi ng home facilities and perha ps half-way houses, and less for Medicare hospitals. Thus, we have been urged to constr uct nurs ing homes.
I do understand the need in th at  direction, because some hospi­tals  are so overcrowded th at  many vete rans  who have no other kind of hospi talization because they  have always known they  could go to a Vet eran s’ hospital are inade quate ly covered for the ir medi­cal care. So we need to relieve the  hospita ls of the  kind of care nurs ing homes could provide.
This is, of course, one of the reasons for Ve tera ns’ Adm inis tra­tion going into the nurs ing home business.
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I do know tha t your organizat ion, and  par ticu larly  the  volunteer 
board, and the exper t staff  that  you gathered, is dedicated to the 
consumer and cutting down the  costs of hea lth care for the  con­
sumer which is something all of us are  devoted to, because we 
recognize that  something  has to be done. And so we do appreciate 
your inte rest  in saving Federa l dollars in this  regard.

We thank you for being with us.
Ms. Fry. I th ank  you for your comments.
Mr. Coughlin. Can I ask a couple of questions?
Mr. Traxler. Sure.
Mr. Coughlin. One is a question I asked earli er, yours is the 

official position of the Chester County Advisory Council of the HSA 
of Southeastern  Pennsylvania.

Ms. Fry. The points I read come from a let ter  writ ten by the 
Director of the  Health Systems Agency of Southeastern Pennsylva­
nia denying the response.

Mr. Coughlin. This represen ts not only the  position of the  Ches­
ter  County Advisory Council but  the  position of the Hea lth Sys­
tems Agency of the  Distric t of Southeastern  Pennsylvania on the 
pare nt organization?

Ms. Fry. Yes, sir.
Mr. Traxler. We pulled out some information from the  VA.
In the Coatesville facility, it has an average opera ting bed of 

1,392.
Ms. Fry. Oh, 13; tha t is much more reasonable.
Mr. Traxler. I th ink  so.
Ms. F ry. I am glad to hea r that .
Mr. Sabo. Mr. Chairman, did the  VA go throu gh the Certificate 

of Need process for this proposed nursing  home?
Ms. Fry. The Health System Agency reviewed it under an A- 

95(a) review.
Mr. Sabo. Okay; go ahead.
Ms. Fry. The only thing that  was necessary  from the Veteran s’ 

Administration was a lett er to the  Delaware Valley Regional Plan­
ning Commission notifying them of the construction.

They do not come under Hea lth Systems Agency jurisdic tion.
Mr. Sabo. I know tha t, but  we ar e going through the question of 

replacing an enti re hospital in my community. In that  process they 
have gone th roug h the  regular Certificate of Need process, despite 
the fact it was not required. The repo rt and recommendations of 
the  H ealth  board are now being finalized. They have recommended 
a reduction in beds from the proposal made by the  VA.

We are in the process of awaiting to hea r from them.
Is the group here that  is saying no the  same as the group that 

would do the Certificate of Need for the proposal?
Ms. Fry. Yes.
Mr. Sabo. The VA has not submi tted any detailed  materia ls to 

the local board?
Ms. F ry. Tha t is correct.
Mr. Sabo. Did the local board request the VA to do that?
Ms. Norbom. We showed inte rest  in the project and did get 

maybe two pages of m ater ials  and did call them perhaps once with 
questions, and it was presented for information only at the  Board
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meetings  with no representa ive there, so it was something we called non-substantive review.
They really didn’t offer us enough information to review it the way we would a normal application, because all we have the  au­thor ity to do is comment in any case. Our decision is not binding on them.
Mr. Traxler. Did you comment, submi t your dissen ting views?Ms. Norbom. Yes; what we are  say ing now is-----
Mr. Traxler. So they complied with the  law?
Ms. Fry. Yes.
Mr. Sabo. The problem is that  the law really  does not get us to the heart  of what should happen.
I don’t part icularly  have problems with the  requ irem ent of the law that  the  Certificate of Need process should not be binding on the  Federal government.
I see problems in having that  occur. I think it is very crucial in projects like this to be able to go through the  Certificate of Need process, so that  we get and the VA gets the recommendations in the  normal health planning process as if it  were binding, although it isn’t. Th at way we can give consideration to it.
In my judgment, it would seem that  this  is the appropriate place for judgm ent to be made about whe ther  the reques ts are legit imate  or not. When there was indication of local interest, I regret the  VA didn’t pursue it aggressively and go throug h the  normal process as they have done in our community.
Ms. Fry. I regret that  also. When we discussed this  again at the Local Advisory Council level and decided to write our legislators, and even actua lly to come here, and we inv ited the  new Director of the  Veter ans’ Administration to a tten d our meeting.
However, he did not, so we do feel t ha t the  lack of-----
Mr. Sabo. The Director serves a s a n ex-officio member?
Ms. Fry. Tha t is right,  but I assume since he does not have a vote tha t he felt that  this was not necessary to atte nd the meeting.Mr. Sabo. Mr. Chairm an, this spurs my memory. I would like at this point, to reques t that the  Certifi cate of Needs Study made by the Minneapolis-St. Paul Health Plannin g Commission on our pro­posed VA Hospital be entered into the  Committee files.
Mr. Traxler. You want it-----
Mr. Sabo. Not for the record.
Mr. Traxler. We will be pleased to do tha t. Do you wan t us to obtain it?
Mr. Sabo. Yes.
Mr. Traxler. Sure.
Mr. Sabo. I would hope that we seriously view the  repo rt by those local people involved in the hea lth  plann ing process as we go to th e markup of this bill.
Mr. Traxler. One of the  difficulties that  we have in this  area is that the Congress specifically exempted the  VA facilities from the HSAs. I thin k we can ask the VA in each instance as they come before us, to what extent they have submitted a project for review by the HSAs and what  th e HSA’s views a re on it.
Certa inly the  authorizing  committee would feel very strong,  in view of the exemption that the VA facilities have for this  kind of review, and we would probably be hearing from them.
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Mr. Sabo. Mr. Chairman, I guess I don’t par ticu larly  think  tha t 
that review should be binding on the  Feder al government.

I thin k this is a good case to be made for having th at  exclusion. 
On the othe r hand, I thin k we make serious mistak es if we simply 
ignore t ha t process.

I find, as someone who is a strong supp orter  at the local level of 
the health planning process, I find it very difficult that I w ant th at  
to exist on t he whole segment of the hea lth  care system when I am 
not even going to ask for their  comments when it comes to the 
expenditure of Federa l dollars.

Frankl y, I think the VA makes a very, very serious mistake 
when they don’t aggressively seek th at  cooperation. Dollars are 
limited, and the re are limited dollars for veterans  as the re are for 
everyone else and we best serve veterans  by making sure the 
dollars are best spent.

In our own experience, the re is still qua rrel  over the  recommen­
dations of th e Hea lth Board for scaling down the size of the  hospi­
tal. It star ted  out with substan tial  objection to the building of the 
hospital. Tha t now is dissolved, because the  Health Board rat he r 
clearly said they  thin k it needs to be built, it needs to be replaced 
at the location the  VA wanted.

They have buil t subs tant ial more communi ty suppo rt for a sub­
stan tial  portion of thei r project tha n existed previously and it still 
raises some questions. If we are  serious about spending dollars 
wisely, I thin k it is a process th at  we have to go throu gh and the 
VA has to go through .

I was pleased with the cooperation we got in the  Minneapolis-St. 
Paul  area. I was told one of the  reasons  it does not happe n more so 
throu ghou t the country is because local people weren ’t interes ted.

I ta ke it you were?
Ms. Fry. Certain ly.
Mr. Sabo. You didn’t reque st it as agressively as we did in my 

area, but the VA made a serious mistake when they said local 
inte rest  did not actively pursue it.

Ms. Fry. This local VA was between directors. They had an 
acting director, and certa inly it is possible th at  decisions were 
made that would not have been made had the re been a director 
throu ghou t the whole application process.

Mr. Sabo. There is always this  na tur al tendency  not to be re­
viewed. Tha t is tru e as well as of th e priva te sector as well as the 
public sector.

Mr. Traxler. It is tr ue  of politicians, too.
Mr. Sabo. The VA Health Care System has to be trea ted with 

some of the  same critical analysis th at  balances and in my judg­
ment the end resu lt is we would spend our dollars bet ter for health 
care tha n we do.

Mr. Coughlin. I want  to associate myself with the rem arks  of 
my colleague from Minnesota. I know that if we build something  
like this  we will end up shu tting down some private facility, j us t as 
we built the  Camden Vete rans Hospital which will s hut  down some 
hospita l in Philade lphia.

I sometimes wonder if it is sensible.
Ms. Fry. I agree very strongly and my committee does with your 

comments.
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I thank  you for them.
Mr. T raxler. We are  g ratefu l th at  you came up and brought this 

to our atten tion.
You ought to stay for the  next witnesses. I am sure they  will 

have some comments.
Ms. Fry. Than k you.

Veterans’ Administration

WITNESS ES

PAUL L. THOMPSON, NATIONAL COMMANDER, DISABL ED AMERICAN
VETERANS

OLVER E. MEADOWS, PAST NATIONAL COMMANDER, DISABL ED AMER I­
CAN VETERANS

CHARLES E. JOECKEL, JR., ASSISTANT NATIONAL LEGISALTIVE DIREC­
TOR, DISABL ED AMERICAN VETERANS

Ms. Boggs. We would like to welcome Paul Thompson, Natio nal 
Commander, Disabled American Veterans. He is accompanied by 
Oliver E. Meadows, Pas t Natio nal Commander, Disabled American 
Veterans.

Mr. Thompson. The othe r guest  I have with me today is Mr. 
Charles Joeckel, Assis tant Director of the Natio nal Legislative De­
par tment  of  the Disabled A merican Veterans.

Ms. Boggs. We will make your stat ement  a part of the  record, 
and you m ay proceed in any fashion you wish.

Mr. Thompson. Tha nk you, Madam Chairman.
With your permission, I would like to summa rize my rema rks 

and submit t he full text  of my te stimony for th e record.
You will note th at  in my w ritte n text, I enclose a let ter  outlin ing 

the sad experiences of a young lady who, bel ieving the  VA hospita l 
to be the finest care availab le for her  fath er, recounts the  events 
which took place on th e evening of he r fat he r’s death.

Madam Chairm an, this lett er is a tragic  example of the  all too 
many lette rs I am receiving depicting the  deplorable  conditions in 
our VA hospitals  today. Frank ly, the time has come th at  we stop 
fooling ourselves over what  is happening in VA’s Hospital and 
Medical Care Program  and of the  shape of things to come from 
budget cutbacks aimed at our Health Care Programs.

In fact, I would suggest th at  this  committee alrea dy knows the 
exte nt to which VA hea lth care has been adversely affected over 
the past two years. You have alrea dy been provided with necessary 
stati stica l inform ation from various sources, including testimony 
from several VA hospital directors as provided for th e record of the  
House and Senate  Vete rans Affairs Committees’ join t oversigh t 
hear ing of October 25, 1979.

As I look back over the past few years  at  the  DAV’s testim ony 
before this committee, it is readily  app are nt th at  in spite of the 
actions of this  committee and the Congress as a whole, t his Admin­
istra tion has already predetermined just how and how much VA 
appropriatio ns will be spent.
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As you know, the  Office of Management and Budget continues 

year after  y ear to misuse and circumvent VA appropriations made 
by this  committee.

Last year, for example, we outlined the  severe effect that  OMB 
imposed personnel ceilings and a hirin g freeze were having  upon 
the Departmen t of Medicine and Surgery’s ab ility to provide qual ­
ity health care to veterans. We outlined cutbacks  in services, par ­
ticularly in specialized medical programs.

We pointed out the  increased demand on VA inpa tien t and out­
pati ent care based upon an aging vete ran population  and VA’s 
underestimation of the  number of these visits. We also commented 
on the legislation proposed by the  Administration  outlin ing the ir 
desire to curtail beneficiary  travel and to end the  dispensing of 
over-the-counter drugs to certain veterans. Fur ther , in a DAV 
survey provided to this  committee  we alluded to the  incredible 
delays in VA outpati ent services.

Today, notwi thstanding the  a ppropriat ion of necessary funds last 
year to deal with these problems, the VA is again unde r the 
const raints of a hirin g freeze. Even though  funds were provided for 
the resto ration of some 3,800 hea lth  care personnel  in 1980, it 
appears now tha t the  Department of Medicine and Surgery  stands 
to lose as many as 3,114 of these positions.

Beneficiary travel funds have been depleted in 20 VA facilities 
and unless funds are  re leased by OMB by June  1980, no VA facility 
will have funds available for even service-connected veterans  to 
travel to and  from a VA h ealth care facility.

The Administra tion continues to ignore the  demands upon the 
system by the World War II vete ran population  which now ap­
proaches an average age of 60 years  by making  artifi cial estima­
tions of inpa tien t and outpatient workloads. Delays in outpati ent 
services cont inue unabated.

In this vein, Madam Chairman, for the past thre e years we have 
opposed the arb itra ry closing down of VA hospital beds. Yet, again 
this year, the VA proposes to empty another  1,600 beds bringing  
the total  number of beds lost to the system since 1975 to 12,000. 
Even more appall ing is the misuse of VA medical and prosthe tic 
research appropriations.

First, in 1979 to improve the hab itat s of exper imental rats and 
mice and to provide for employee pay increases and, second, in 
1980 to provide for 40 percen t of the  funds necessary, again, for 
salary adjustments.  Fur ther , Madam Chairman, I would suppose 
that if fu rther cutbacks are necessary this  year, vete ran patients  in 
VA facilities could again  be served less beef  at meal times.

Madam Chairm an, I do not wish to appe ar sarcastic, however, 
over the past two years  we have publicly stated that in our view, 
the VA, like any othe r Federal agency, should be required to bear  
its fair share of the  burden to curtail Federa l spending and to 
balance  the  Federa l budget, the question now is: Have we already 
borne our fair share and how much more should we sacrifice?

We know the constraints  under which this  committee must oper­
ate in view of the spending levels provided in the  Congressional 
Budget Resolution. However, in terms of the  funds that  you are 
permi tted to expend for VA and its programs, we would urgently 
suggest that  you engage in some meaningful oversight over the
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Vete rans  Admin istration and the  Office of Management and 
Budget.

We, and I am sure the  Congress, would like to know why OMB 
continually finds i t necessary to misuse VA appropriations and just  
what  lies ahead  in terms of the  futu re and scope of the VA Hospi­
tal and Medical Care program.

If this  is not possible, the Disabled American Vete rans strongly 
urges the adoption of a “line item ” appro priat ion for the Veterans 
Administration in fiscal year  1981.

In our view, it would be a disgrace to allow our largest natio n­
wide system of heal th care to be dismantled with nothing compara­
ble in its place. We are asking this  committee to do all that  you 
can to en sure  tha t this does not occur.

Madam Chairman, we are  not unsym pathetic to the  desires of 
the Pres iden t and the Congress to get inflation under control and 
to balance the Federa l budget; these  plans work for the  common 
good of all Americans.

Notwithstanding this view, we are  asking for funding  to restore 
the March 31 budget rescissions, adequate funds for a  cost of living 
adjustment commensurate  with the  rise in the consumer price 
index and proper funding of the new VA Hospital System.

Finally, Madam Chairm an, I would like to quote from an artic le 
which recent ly appeared in the  Washing ton Post, wri tten  by Mr. 
Gar Alperovitz and Mr. Jef f Faux, Co-Directors of the  National 
Center  for Economic Alternatives, relat ive to the  effects that  the 
Car ter Administ ration’s budget cuts will have upon the  cur tail ­
ment  of infla tion.

In a two trillion dollar economy the effect will be roughly simila r 
to using a .22 caliber rifle to deflect a charg ing elephant. The 
Congressional Budget Office calculated a year and a half ago t ha t 
$25 billion in budget cuts would shave a mere one-tenth of one 
percent off the inflation rate over a  year .

The optimists thin k we might get two-tenths to three-te nths of a 
point less inflation. Whatever the  short-term  political value of a 
budget-cutting binge, it clearly has litt le to do with our real and 
urgent inflation problem.

But the issues facing us go beyond controls and even beyond the 
appall ing fact that  the budget axe is likely to fall most heavily on 
the  weakest members of society. They go to the  larger question of 
whether we will simply continue  to hope t ha t “something will turn  
up” or whether we will, on purpose, atta ck the  central causes of 
inflation.

Accordingly, Madam Chairman, we respectfully request that  the 
VA’s budget reques t for fiscal year  1981 as amended on March  31, 
1980, be increased by $765.9 million raising outlays  to a tota l of 
$22.1 billion and reflecting the proposals made in this  presentation.

With these additions, the  Disabled American Vete rans  suppor ts 
full funding of the  Vete rans Adm inist ration’s appropria tion re­
quest for fiscal y ear 1981.

You will recall, Madam Chairman, that  I opened my testim ony 
with a let ter  I recent ly received from a deceased vet era n’s daugh­
ter. In her  words and on beha lf of the  665,000 members  of the  
Disabled American Veterans, “We would appre ciate  any help you can give.”

[The sta tem ent  follows:]
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STATEMENT OF 
PAUL L. THOMPSON 

NATIONAL COMMANDER 
DISABLED AMERICAN VETERANS 

BEFORE THE
SUBCOMMITTEE ON HUD AND INDEPENDENT AGENCIES 

OF THE
HOUSE APPROPRIATIONS COMMITTEE

MAY 6 , 1980

MR. CHAIRMAN AND MEMBERS OF THE SUBCOMMITTEE:

D ea r C ongre ss m an  -----------:

A t a p p r o x im a te ly  6 :3 0  p .m . ,  March  1 1 , 1 9 8 0 , I 
to o k  my f a t h e r  to  th e  V e te r a n s  A d m in is t r a t io n  
H o s p i t a l .  He was r e g i s t e r e d  a t  th e  A d m it ti n g  
O f f i c e  an d we w er e t o ld  to  hav e a s e a t .

A p p ro x im a te ly  te n  m in u te s  l a t e r  he (my f a t h e r )  
w an te d  to  go  to  th e  m e n 's  ro om . I r e q u e s te d  h e lp  
fr om  th e  r e c e p t i o n i s t  an d sh e  t o ld  me th e y  a id  n o t 
h ave  anyone  t h e r e  to  a s s i s t  him to  th e  m en 's  
ro o m . . . .

A bo ut  7 :1 5 ,  I a sk e d  f o r  a s s i s t a n c e  b e c a u se  he  
had  th e  s h a k e s  an d h i s  h an d s  w er e t u r n in g  b lu e .
Th e r e c e p t i o n i s t  t o ld  me t h a t  th e y  d i d n ' t  hav e an  
em erg en cy  roo m an d he wou ld  hav e to  w a i t  h i s
t u r n . . . .

A p p ro x im a te ly  7 :4 5 ,  a n u rse  w al ked  by an a a sk e a  
i f  he  ha d been  v o m it in g . I s a id  y e s .  She th e n  
s a i d  t h a t  I  s h o u l d n 't  g iv e  him  w a t e r . . . .

A t 8 :0 0  he s t a r t e d  sl u m p in g  o v e r  in  th e  c h a i r .  
He c o u l d n 't  s i t  u p . My u n c le  an d I  t r i e d  to  h e lp  
hi m  s i t  u p . I w en t o v e r  to  th e  r e c e p t i o n i s t  and 
a sk e d  f o r  h e lp .  She s a id  I w ou ld  hav e to  se e  a 
n u r s e .  I lo o k e d  i n to  tw o ro om s t r y in g  to  f in d  a 
n u r s e .  I c o u l d n ' t  f in d  a n y o n e . I wen t b ack  an a 
s a t  dow n. . . .

A t 8 :1 5 ,  I n o t ic e d  h i s  c h e s t  w a s n 't  m o v in g , h i s  
h a n d s  lo o k e a  b lu e  an d h i s  f i n g e r n a i l s  w er e t u r n in g  
b l u e .  He was  sl um ped  o v e r  w it h  h i s  he ad  h an g in g  a s  
i f  he w er e s l e e p i n g . . . .
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I o n ly  rem em ber s a y in g  " h i s  e y e s  a re  o p e n ."  A 
f r i e n d  o f  a n o th e r  p a t i e n t . . . t o l d  th e  r e c e p t i o n i s t  
t h a t  sh e c o u l d n 't  f in d  a p u ls e  and  t h a t  sh e th o u g h t 
my f a t h e r  was  d e a d . . .O v e r  th e  lo u d s p e a k e r  an 
announce m en t was  made o f  c a r d i a c  a r r e s t .  A bout 
f i v e  d o c t o r s  ca m e.  Th e n u rse  w h eele d  my f a t h e r  
i n t o  a ro om . I t  was to o  l a t e .  He wa s d e a d .

A t a b o u t 9 :0 0 , tw o d o c t o r s  ask ed  us to  come 
i n t o  a ro om . They  t o ld  us t h a t  my f a t h e r  d ie d  o f  
c a r d i a c  a r r e s t . . . .

I wou ld  a p p r e c ia t e  an y h e lp  yo u can  g i v e .

R e s p e c t f u l l y ,

Th e V e t e r a n 's  D au gh te r

[ F u l l  t e x t  o f  t h i s  l e t t e r  i s  a t t a c h e d .]

Mr. C h air m an , th e  above l e t t e r  i s  a t r a g i c  exam p le  o f  th e  a l l  
to o  man y l e t t e r s  I am r e c e i v i n g  d e p i c t i n g  th e  d e p lo r a b le  con ­
d i t i o n s  in  o u r.V A  h o s p i t a l s  to d a y . F r a n k ly ,  th e  ti m e has come 
t h a t  we s t o p  f o o l i n g  o u r s e lv e s  o v e r  wha t i s  h ap p en in g  in  V A 's  
H o s p ita l and  M ed ic a l C are  Pro gra m  and o f  th e  sh ap e o f  t h in g s  to  
com e fr om  b u d g e t c u tb a c k s  aim ed  a t  our H e a lt h  Car e P ro g ra m s.

In  f a c t ,  I wou ld  s u g g e s t  t h a t  t h i s  Com m itte e a l r e a d y  kn ow s 
th e  e x t e n t  to  w h ic h  VA h e a lt h  c a r e  has be en  a d v e r s e l y  a f f e c t e d  
o v e r  th e  p a s t  tw o y e a r s .  Yo u ha ve  a l r e a d y  been  p ro v id e d  w it h  
n e c e s s a r y  s t a t i s t i c a l  in fo r m a t io n  from  th e  v e t e r a n s  A f f a i r s  
C o m m it te e , th e  DAV, o t h e r  v e t e r a n s ' o r g a n i z a t i o n s ,  th e  VA , th e  
O f f i c e  o f  Man agem en t and B u d g et a n d , l a s t  y e a r ,  from  th e  i n v e s t i ­
g a t i v e  s t a f f  o f  th e  f u l l  C om m it te e on  A p p r o p r ia t io n s  (a  r e p o r t  
w h ic h  re m a in s u n r e le a s e d ) ,  r e l a t i v e  to  th e  n eed s o f  th e  VA H e a lt h  
C are  S y ste m . I am a ls o  s u re  t h a t  yo u hav e r e c e iv e d  th e  w r i t t e n  
te s t im o n y  on  th e  V A 's  M ed ic a l C are  Pro gra m  from  s e v e r a l  VA h o s p i­
t a l  d i r e c t o r s  a s  p ro v id e d  f o r  th e  r e c o r d  o f  th e  Hou se  and  S e n a te  
V e te r a n s  A f f a i r s  C o m m it te e s ' ] o i n t  o v e r s i g h t  h e a r in g  o f 
O c to b e r  2 5 , 19 7 9 .

As  I lo o k  b a ck  o v e r  th e  p a s t  fe w  y e a r s  a t  th e  D A V's  te s t im o n y  
b e f o r e  t h i s  C o m m it te e , i t  i s  r e a d i l y  a p p a re n t  t h a t  in  s p i t e  o f  
th e  a c t i o n s  o f  t h i s  Com m itte e and  th e  C o n g re s s  a s a w h o le , t h i s  
A d m in is t r a t io n  has  a lr e a d y  p re d e te rm in e d  g u s t  how and  how much VA
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a p p r o p r ia t io n s  w i l l  be s p e n t .  As yo u kn ow , th e  O f f i c e  o f 
Man agem en t and  B u d get c o n t i n u e s ,  y e a r  a f t e r  y e a r ,  to  m is u se  ana  
c ir c u m v e n t  VA a p p r o p r ia t io n s  made by  t h i s  C om m it te e .

L a s t  y e a r ,  fo r  e x a m p le , we o u t l i n e d  th e  s e v e r e  e f f e c t  t h a t  
OMB im po se d p e rs o n n e l c e i l i n g s  and a h i r i n g  f r e e z e  w er e h a v in g  
upon  th e  D ep art m ent o f M ed ic in e  and S u r g e r y 's  a b i l i t y  to  p ro v id e  
q u a l i t y  h e a lt h  c a r e  to  v e t e r a n s .  We o u t l i n e d  c u tb a c k s  in  
s e r v i c e s ,  p a r t i c u l a r l y ,  in  s p e c i a l i z e d  m e d ic a l p ro g ra m s. We 
p o in te d  o u t th e  in c r e a s e d  demand on  VA i n p a t i e n t  and o u t p a t i e n t  
c a r e  base d  upon an a g in g  v e t e r a n  p o p u la t io n  and  V A 's  u n d e r e s ti m a ­
t i o n  o f  th e  num ber  o f  th e s e  v i s i t s .  We a l s o  comm ented  on th e  
l e g i s l a t i o n  p ro p o sed  by  th e  A d m in is t r a t io n  o u t l i n i n g  t h e i r  d e s i r e  
to  c u r t a i l  b e n e f i c i a r y  t r a v e l  and to  end  th e  d is p e n s in g  o f  o v e r -  
th e - c o u n te r  d ru g s  to  c e r t a i n  v e t e r a n s .  F u r t h e r ,  in  a DAV s u r v e y  
p ro v id e d  to  t h i s  C om m itte e we a ll u d e d  to  th e  i n c r e d i b l e  d e la y s  in  
VA o u t p a t i e n t  s e r v i c e s .

T o d a y , Mr.  C h air m an , n o t w ith s ta n d in g  th e  a p p r o p r ia t io n  o f 
n e c e s s a r y  fu n d s l a s t  y e a r  to  d e a l w it h  th e s e  p ro b le m s , th e  VA i s  
a g a in  und er  th e  c o n s t r a i n t s  o f  a h i r i n g  f r e e z e .  Ev en  th ou gh  
fu n d s  wer e p r o v id e d  fo r  th e  r e s t o r a t i o n  o f  some 3 ,8 0 0  h e a l t h  c a r e  
p e r s o n n e l in  19 8 0 , i t  a p p e a rs  now t h a t  th e  D ep art m en t o f  M ed ic in e  
an d S u r g e r y  s ta n d s  to  lo s e  a s man y a s  3 ,1 1 4  o f  th e s e  p o s i t i o n s .  
B e n e f i c i a r y  t r a v e l  fu n d s have been  d e p le te d  in  20 VA f a c i l i t i e s  
an d u n le s s  fu n d s a re  r e le a s e d  by  OMB by June 19 8 0 , no VA f a c i l i t y  
w i l l  ha ve  fu n d s a v a i l a b l e  fo r  e ve n  s e r v ic e - c o n n e c t e d  v e t e r a n s  to  
t r a v e l  to  and  fr om  a VA h e a lt h  c a r e  f a c i l i t y .  The  A d m in is tr a t io n  
c o n t in u e s  to  ig n o r e  th e  de man ds  up on  th e  sy s te m  by  th e  W or ld  War 
I I  v e t e r a n  p o p u la t io n  w hic h now a p p ro a c h e s  an  a v e r a g e  ag e o f  60 
y e a r s  by  m ak in g a r t i f i c i a l  e s t im a t io n s  o f  i n p a t i e n t  and  o u t­
p a t i e n t  wor k l o a d s .  D e la y s  in  o u t p a t i e n t  s e r v i c e s  c o n tin u e  
u n a b a te d .

In  t h i s  v e i n ,  Mr.  C h air m an , f o r  th e  p a s t  th r e e  y e a r s  we ha ve  
o p p o se d  th e  a r b i t r a r y  c l o s i n g  dow n o f  VA h o s p i t a l  b e d s . Y e t ,  
a g a in  t h i s  y e a r ,  th e  VA p ro p o s e s  to  em pt y a n o th e r  1, 6 0 0  b e d s  
b r in g in g  th e  t o t a l  num ber  o f  bed s l o s t  to  th e  sy ste m  s i n c e  19 75 
t o  1 2 ,0 0 0 . Ev en  mo re a p p a l l in g  i s  th e  m is u se  o f  VA m e a ic a l and 
p r o s t h e t i c  r e s e a r c h  a p p r o p r i a t i o n s :  f i r s t ,  in  19 79  to  im pro ve  
th e  h a b i t a t s  o f  e x p e r im e n ta l r a t s  and m ic e and to  p r o v id e  fo r  
em p lo yee  pay  i n c r e a s e s ;  an d s e c o n d , in  1980  to  p r o v id e  fo r  40% o f  
th e  fu n d s n e c e s s a r y ,  a g a in ,  fo r  s a l a r y  a d ju s tm e n ts . F u r t h e r ,
Mr . C h air m an , I wou ld  su ppose  t h a t  i f  f u r t h e r  c u tb a c k s  a re  
n e c e s s a r y  t h i s  y e a r ,  v e t e r a n  p a t i e n t s  in  VA f a c i l i t i e s  c o u ld  
a g a in  be s e r v e d  l e s s  b e e f  a t  m e a lt im e s .
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Mr. C h air m an , I do  n ot w is h  to  a p p ea r s a r c a s t i c ,  h o w e v e r , 
o v e r  th e  p a s t  tw o y e a r s  we have p u b l i c l y  s t a t e d  t h a t  in  ou r v ie w , 
th e  VA , l i k e  any o th e r  f e d e r a l  a g e n c y , sh o u ld  be r e q u ir e d  to  b e a r 
i t s  f a i r  sh a re  o f  th e  bu rd en  to  c u r t a i l  f e d e r a l  sp e n d in g  and  to  
b a la n c e  th e  f e d e r a l  b u d g e t— th e  q u e s t io n  now i s :  Have we a l r e a d y  
b o rn e  our f a i r  sh a re  and how much mo re sh o u ld  we s a c r i f i c e ?

We know th e  c o n s t r a i n t s  und er  w hic h t h i s  Com m it te e m us t 
o p e r a te  in  v ie w  o f  th e  sp e n d in g  l e v e l s  p ro v id e d  in  th e  
C o n g r e s s io n a l B udget  R e s o lu t io n .  H ow ev er,  in  te rm s o f  th e  fu n d s 
t h a t  you  a re  p e r m it te d  to  ex pen d f o r  VA and  i t s  p ro g ra m s, we 
w ou ld  u r g e n t ly  s u g g e s t  t h a t  yo u e n g ag e  in  some m e a n in g fu l o v e r ­
s i g h t  o v e r  th e  V e te r a n s  A d m in is tr a t io n  ano  th e  O f f i c e  o f  
Man agem en t and  B u d g e t . We,  and I am s u re  th e  C o n g r e s s , wou ld  
l i k e  to  kno w why OMB c o n t i n u a l l y  f i n d s  i t  n e c e s s a r y  to  m is u se  VA 
a p p r o p r ia t io n s  and  j u s t  wha t l i e s  ah ea d in  te rm s o f  th e  f u tu r e  
an d sco p e  o f  th e  VA H o s p ita l and  M e d ic a l C are  P ro g ra m . I f  t h i s  
i s  n ot p o s s i b l e ,  th e  D is a b le d  A m e ri can  V e te r a n s  s t r o n g l y  u rg e s  
th e  a d o p t io n  o f  a " l i n e  it e m " a p p r o p r ia t io n  fo r  th e  V e te r a n s  
A d m in is tr a t io n  in  F i s c a l  Y e a r 1 9 8 1 .

In  our v ie w , i t  wou ld  be a d i s g r a c e  to  a l lo w  our l a r g e s t  
n a t io n w id e  sy s te m  o f  h e a lt h  c a r e  to  be d is m a n tle d  w it h  n o th in g  
c o m p a ra b le  in  i t s  p l a c e .  We a r e  a s k in g  t h i s  C om m it te e to  do  a l l  
t h a t  yo u can  to  in s u r e  th a t  t h i s  d o es n o t o c c u r .

* * *

VA B u d g et R e q u e st a s  Am end ed M ar ch  3 1 ,  1980

Mr . C h air m an , I f in d  i t  e x t r e m e ly  d i f f i c u l t  to  com me nt on th e  
VA B u d get R e q u est f o r  F i s c a l  Y e a r  1 9 8 1— a r e q u e s t  w h ic h  in  
J a n u a ry  was a b o t t o m - l in e  b a re  bones  b u d g e t , y e t  was  s u b s e q u e n t ly  
re d u c e d  in  March by  $ 3 2 1 .7  m i l l i o n .  From ou r p e r s p e c t i v e ,  th e  VA 
r e q u e s t  p r i o r  to  th e  Marc h 3 1 ,  1980  r e c i s i o n  c o n ta in e d  s e v e r a l  
d e f i c i e n c i e s .  T o g e th e r  w it h  th e  Marc h 31  r e d u c t i o n s ,  we b e l i e v e  
th e  F i s c a l  Y e a r  19 81 p ro p o sed  b u d g e t fo r  th e  V e te r a n s  
A d m in is t r a t io n  c o n t a in s  a s h o r t f a l l  o f  a p p r o x im a te ly  $7 66  
m i l l i o n .  Our e s t i m a t i o n ,  Mr . C h a ir m an , i s  base d  upon th e  
f o l l o w i  n g :

1 .  F u l l  r e s t o r a t i o n  o f  th e  $ 3 2 1 .7  m i l l i o n  r e s c in d e d  
fr om  th e  J a n u a ry  b u d g e t r e q u e s t .

2 . Th e A d m i n i s t r a t i o n 's  u n d e r e s t im a t io n  and su p p o r t  
o f  a h ig h e r  a d ju s tm e n t (1 4 .3 % ) in  VA c o m p e n sa ti o n  
p aym en ts  to  be co me  e f f e c t i v e  O c to b e r  1 ,  19 8 0 .

63-2 77  0 - 8 0 - 1 0
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3 . The  f a c t  t h a t ,  as  o c c u rr e d  l a s t  y e a r ,  th e  C o n g re ss  
w i l l  r e j e c t  th e  l e g i s l a t i v e  p r o p o s a l to  e l i m i n a t e  
th e  on e y e a r  p r o v i s i o n  fo r  s e r v i c e - c o n n e c t e d  d e n ta l 
c a r e ;  an d

4 . The C o n g r e s s io n a l B u d g et O f f i c e  e s t im a t io n  o f $109 
m i l l i o n  in s t e a d  o f  th e  $ 3 2 1 .3  m i l l i o n  s a v in g s  on a 
m easu re  r e c e n t l y  r e p o r te d  by  th e  Hou se  V e te r a n s  
A f f a i r s  C om m itte e r e l a t i n g  to  n o n s e r v ic e - c o n n e c t e d  
v e t e r a n s ' a b i l i t i e s  to  d e f r a y  e x p e n s e s  f o r  VA 
h o s p i t a l  c a r e  ( t h i r d  p a r ty  re im b u r se m e n t) .

Mr . C h air m an , th e  VA r e q u e s t  f o r  F i s c a l  Y e a r  19 8 1 a s amend ed 
p r o v id e s  fo r  a 3. 1%  g ro w th  in  VA e x p e n d it u r e s  o v e r  l a s t  y e a r .
W ith th e s e  e x t r a  d o l l a r s ,  a p p r o x im a te ly  $6 63  m i l l i o n ,  th e  
A d m in is tr a t io n  e x p e c t s  to  p r o v id e  an a d e q u a te  c o s t  o f  l i v i n g  
a d ju s tm e n t in  VA c o m p e n sa ti o n  p a ym en ts , a 10% i n c r e a s e  in  GI  B i l l  
b e n e f i t s  and to  im p ro ve th e  V A 's  H o s p ita l and M e d ic a l C are  
P ro g ra m , as w e l l  as ex pan d th e  H o s p ita l C o n s t r u c t io n  P ro gra m .

G iv e n  th e  f a c t  t h a t  o n ly  a we ek  ag o th e  VA s u p p o rte d  a c o s t  
o f  l i v i n g  a d ju s tm e n t in  s e r v ic e - c o n n e c t e d  c o m p e n sa ti o n  paym en ts  
o f  1 4 .3 % , a t  a c o s t  o f  $ 1 .2  b i l l i o n ,  on e has to  won de r a b o u t th e  
s i n c e r i t y  o f  th e  A d m i n i s t r a t i o n 's  e f f o r t  to  b a la n c e  th e f e d e r a l  
b u d g e t in  F i s c a l  Y e a r  1 9 8 1 . O ve r th e  p a s t  tw o y e a r s ,  paym en ts  to  
v e t e r a n s  on th e  c o m p e n sa ti o n  r o l l s  ha ve  n o t k e p t  p a ce  w it h  
i n f l a t i o n .  Our  o r g a n i z a t i o n  s t r o n g l y  s u p p o r ts  th e  14 .3 %  a d j u s t ­
me nt  in  th e s e  b e n e f i t s .

H ow ev er,  Mr.  C h a ir m an , we b e l i e v e  th e  A d m in is t r a t io n  i s  
p la y i n g  p o l i t i c a l  f o o t b a l l  w it h  th e  b e n e f i t s  p ro v id e d  to  s e r v i c e -  
c o n n e c te d  d is a b le d  v e t e r a n s  by  s u p p o r tin g  i n c r e a s e s  in  VA co mpe n­
s a t i o n  paym en ts  w it h o u t  a d e q u a te  fu n d s in  e i t h e r  th e  B udget  
R e q u e st or p e r m it te d  by  th e  C o n g r e s s io n a l B u d g et R e s o lu t io n —  
l e a v i n g  th e  C o n g re s s  to  bl am e fo r  th e  f a i l u r e  o f  su ch  b e n e f i t s  to  
k e e p  up w it h  i n f l a t i o n .  Kn ow ing t h a t  yo u may o n ly  a p p r o p r ia t e  
fu n d s  w h ic h  r e f l e c t  a d ju s tm e n ts  e n a c te d  in t o  la w , we b e l i e v e  t h a t  
th e  C om m itte e sh o u ld  be aw ar e t h a t  th e V A 's  e s t im a t e  c o n ta in e d  in  
th e  F i s c a l  Y ear 19 81 r e q u e s t  f o r  a 13% i n c r e a s e  in  VA co mpe n­
s a t i o n  pay m en ts  f a l l s  s h o r t  by  a p p r o x im a te ly  $9 1 m i l l i o n
( C o n g r e s s io n a l B u d get O f f i c e  e s t i m a t i o n ) .

I
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M e d ic a l C are

Mr. C h air m an , we a re  a p p a ll e d  t h a t  th e  V A 's  am ended r e q u e s t  
f o r  m e d ic a l c a r e  in  F i s c a l  Y e a r  19 81 i s  $ 2 1 .2  m i l l i o n  b e lo w  1980  
l e v e l s .  B as ed  upo n th e  V A 's  p r o j e c t i o n s ,  o u t p a t i e n t  v i s i t s  w i l l  
d e c l i n e  by  50 0,0 00 b y  tu r n in g  aw ay  fr om  th e  sy s te m  a p p r o x im a te ly  
84 ,0 00 m i l i t a r y  r e t i r e e s .

We do n o t b e l i e v e  t h a t  th e  o r i g i n a l  e s t im a t e  c a l l i n g  fo r  an  
i n c r e a s e  o f  o n ly  20 ,0 00  o u t p a t i e n t  v i s i t s  in  19 81 was a c c u r a t e .  
F u r t h e r ,  we b e l i e v e  t h a t  th e  s e l e c t i v e  r e d u c t io n  in  VA o u t p a t i e n t  
s e r v i c e s  w i l l  r e s u l t  in  u n f a ir  and  i n e q u i t a b l e  tr e a tm e n t o f  . 
v e t e r a n s  and  w i l l  f u r t h e r  r e s u l t  in  tu r n in g  aw ay  n ot o n ly  m i l i ­
t a r y  r e t i r e e s ,  b u t v e t e r a n s  who a r e  o t h e r w is e  e l i g i b l e  f o r  VA 
o u t p a t i e n t  c a r e .  In  a d d i t i o n ,  Mr . C h air m an , we s im p ly  c a n n o t 
u n d e rsta n d  why th e  A d m in is tr a t io n  i n s i s t s  on tu r n in g  aw ay  s i c k  
an d in d ig e n t  v e t e r a n s  from  th e  VA h e a lt h  c a r e  p ro gra m . In  ou r 
v ie w ,  su ch  a c t i o n  ca n  o n ly  r e s u l t  in  th e  t r a n s f e r  o f th e s e  
v e t e r a n s  o n to  th e  r o l l s  o f  M ed ic a re  and  M e d ic a id , th e r e b y ,  
i n c r e a s i n g  e x p e n d it u r e s  o f  th e  f e d e r a l  go vern m en t by  a p p r o x i­
m a te ly  15% f o r  h e a lt h  c a r e  in  th e  p r i v a t e  s e c t o r .

To th e  tu n e  o f  $ 1 5 4 .6  m i l l i o n ,  th e  VA p la n s  n ot to  ex pen d 
fu n d s  fo r  th e  r e p la c e m e n t , u p g ra d in g  and  m o d e r n iz a t io n  o f i t s  
m e d ic a l e q u ip m e n t.  A s id e  from  th e  f a c t  t h a t  d e la y s  in  th e  p ro ­
cu re m en t o f  mo re ad van ce d  eq u ip m en t w i l l  have an  a d v e r s e  a f f e c t  
on  th e  q u a l i t y  o f  c a r e  p ro v id e d  to  V A 's  p a t i e n t s ,  i t  i s  q u i t e  
l i k e l y  t h a t  su ch  eq u ip m en t p u rch a se d  in  th e  f u t u r e  w i l l  c o s t  
s u b s t a n t i a l l y  m o re . The same h o ld s  tr u e  f o r  th e  V A 's  p la n  to  
c u r t a i l  s u p p ly  sp e n d in g  by  $ 1 7 .7  m i l l i o n  n e x t y e a r .

C o n s e r v a t i v e l y ,  th e  C o n g r e s s io n a l B u d g et O f f i c e  has  e s t im a t e d  
t h a t  h o s p i t a l  c o s t s  w i l l  r i s e  t h i s  y e a r  by  9%— a f i g u r e  w e l l  
b e lo w  what  we ca n  e x p e c t  i f  su ch  c o s t s  c o n t in u e  to  r i s e  a t  1.8 % a 
mon th a s th e y  d id  fr om  J a n u a ry  to  F e b r u a r y . We m us t q u e s t io n  
w h eth e r o r  n ot d e la y s  in  p ro cu re m e n t o f  e q u ip m en t and  s u p p l i e s  
p r o v id e  s a v in g s  or am ou nt to  b u d g e t g im m ic k ry .

A c c o r d i n g ly ,  Mr . C h air m an , we r e s p e c t f u l l y  r e q u e s t  t h a t  you 
r e s t o r e  th e  $ 2 0 1 .5  m i l l i o n  r e s c in d e d  from  th e  VA J a n u a ry  r e q u e s t .

D ep art m en t o f  V e te r a n s  B e n e f i t s

As  yo u kn ow , Mr . C h air m an , a c c o r d in g  to  th e  A d m i n i s t r a t i o n 's  
am ended b u d g et r e q u e s t ,  a v e r a g e  em plo ym en t th ro u g h o u t th e  
V e te r a n s  A d m in is tr a t io n  i s  e x p e c te d  to  d e c l i n e  by  65 5 b y  th e  end  
o f  1 9 8 1 . M os t o f  t h i s  r e d u c t io n  w i l l  o c c u r  in  th e  D ep art m en t



o f  v e t e r a n s  B e n e f i t s  and  i s  base d  upon th e  im p le m e n ta ti o n  o f  th e  
T a r g e t  Sys te m  and  a r e d u c t io n  (1 50  p e r s o n n e l)  in  th e  V e t  Rep 
On -Ca mp us P ro gra m .

The D ep art m ent o f  V e te r a n s  B e n e f i t s  e s t im a t e s  a wor k lo a d  o f 
2 ,7 1 0 ,6 2 1  c a s e s  d u rin g  1 9 8 1 , ra n g in g  from  v e t e r a n s ' co m p e n sa ti o n  
c l a i m s ,  e d u c a t io n  a p p l i c a t i o n s ,  home lo a n  g u a r a n t e e s ,  p e n s io n s , 
s u r v i v o r s ' b e n e f i t s ,  c l o t h i n g  a l lo w a n c e s ,  and  o th e r  r e q u e s t s  fo r  
a d m i n i s t r a t i v e  a c t i o n .  T h is  r e p r e s e n t s  an  i n c r e a s e  o f  n e a r ly  
13 ,0 0 0  c a s e s  in  on e y e a r .

A r e d u c t io n  in  e m p lo ye e s i s  p la n n e d  to  e f f e c t  c o s t  s a v in g s  
an d im pro ve e f f i c i e n c y  w it h  th e  a d v e n t  o f  th e  o n - l i n e  c a p a b i l i t y  
o f  th e  t a r g e t  d a ta  p r o c e s s in g  s y s te m . T a r g e t  ha s y e t  to  become  
f u l l y  o p e r a t io n a l  o r  r e l i a b l e ,  a n d , a t  t h i s  p o i n t ,  w it h  th e  com­
p u te r  sy ste m  f a r  b eh in d  s c h e d u le ,  and w it h  r e d u c t io n s  in  p e rs o n ­
n e l a l r e a d y  ta k in g  p l a c e ,  re m a in in g  e m p lo y e e s  a re  fo r c e d  to  wor k 
lo n g  o v e r t im e  h o u r s , a t  g r e a t  c o s t ,  and  w it h  la r g e  s c a l e  d is r u p ­
t io n  to  th e  day to  day o p e r a t io n  o f  v e t e r a n s ' c la im s  p r o c e s s i n g .

As  we hav e s t a t e d  b e f o r e ,  Mr.  C h a ir m an , th e  DAV d o e s  b e l i e v e  
t h a t  th e  T a r g e t  Sys te m  w i l l  in d e ed  im p ro ve th e  e f f i c i e n c y  and 
p r o d u c t i v i t y  in  V A 's  V e te r a n s  S e r v i c e s  D i v i s i o n .  We a ls o  f e e l  
th a t  th e  sy s te m  w i l l  s e r v e  to  " s t a v e - o f f "  f u t u r e  in c r e a s e s  in  
p e rs o n n e l ( o th e r  th an  a d j u d i c a t i v e ) .  H ow ev er,  we hav e s e r io u s  
r e s e r v a t i o n s  o v e r  T a r g e t 's  c u r r e n t  e f f i c i e n c y  and p r o d u c t i v i t y  
t h a t  wou ld  w a rra n t a r e d u c t io n  in  em plo ym en t o f th e  m agn it u d e 
p ro p o sed  by th e  A d m in is tr a t io n  fo r  F i s c a l  Y e a r  1 9 8 1 .

A c c o r d in g ly ,  we r e s p e c t f u l l y  r e q u e s t  t h a t  th e p la n n ed  re d u c ­
t io n  o f  346 e m p lo y e e s  w it h in  th e  D ep art m en t o f  V e te r a n s  B e n e f i t s  
an d o th e r  p ro g ra m s, o u t l in e d  in  th e  March  31  r e s c i s s i o n ,  be 
r e s t o r e d  and  f u l l y  fu nded  in  F i s c a l  Y e a r  1 9 8 1 .

* * *

F i n a l l y ,  Mr.  C h air m an , I wou ld  l i k e  to  q u o te  fro m an a r t i c l e  
w h ic h  r e c e n t l y  a p p ea re d  in  Th e W ash in gto n  P o s t  w r i t t e n  by  Mr . Gar 
A l p e r o v i t z  and  Mr . J e f f  Fa ux — C o - D ir e c t o r s  o f  th e N a t io n a l C e n te r  
f o r  Ec on om ic  A l t e r n a t i v e s — r e l a t i v e  to  th e  e f f e c t s  t h a t  th e 
C a r t e r  A d m i n i s t r a t i o n 's  b u d g et c u t s  w i l l  have upon th e  c u r ­
ta i lm e n t  o f  i n f l a t i o n .
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In  a tw o t r i l l i o n  d o l l a r  ec on om y th e  e f f e c t  w i l l  be 
r o u g h ly  s i m i l a r  to  u s in g  a .2 2 c a l i b e r  r i f l e  to  de­
f l e c t  a c h a r g in g  e le p h a n t .  The C o n g r e s s io n a l B u d g et 
O f f i c e  c a l c u l a t e d  a y e a r  an d a h a l f  ag o t h a t  $25  
b i l l i o n  in  b u d g et c u t s  wou ld  sh a ve  a me re o n e - t e n th  
o f  on e p e r c e n t  o f f  th e  i n f l a t i o n  r a t e  o v e r  a y e a r .
Th e o p t i m i s t s  th in k  we m ig h t g e t  tw o - t e n th s  to  t h r e e -  
t e n t h s  o f  a p o in t  l e s s  i n f l a t i o n .  W hate ver th e  
s h o r t - t e r m  p o l i t i c a l  v a lu e  o f  a b u d g e t - c u t t in g  b in g e ,  
i t  c l e a r l y  ha s l i t t l e  to  do w it h  our r e a l  and  u r g e n t  
i n f l a t i o n  p ro b le m .

But  th e  i s s u e s  f a c in g  us go  be yo nd c o n t r o l s  and  even  
bey on d th e  a p p a l l in g  f a c t  t h a t  th e  b u d g et ax i s  l i k e l y  
to  f a l l  m os t h e a v i l y  on th e  w e a k e s t memb ers  o f  s o c i e t y .  
T hey  go  to  th e la r g e r  q u e s t io n  o f  w h eth er we w i l l  s im p ly  
c o n t in u e  to  ho pe  t h a t  "so m e th in g  w i l l  tu r n - u p " — o r 
w h eth er we w i l l ,  on p u r p o s e , a t t a c k  th e  c e n t r a l  c a u s e s  
o f  i n f l a t i o n .

A c c o r d i n g ly ,  Mr.  C h air m an , we r e s p e c t f u l l y  r e q u e s t  t h a t  th e  
V A 's  B udget  R eq u est fo r  F i s c a l  Y e a r  19 81 a s amend ed on Ma rch  3 1 ,  
19 80  be  in c r e a s e d  by  $ 7 6 5 .9  m i l l i o n  r a i s i n g  o u t l a y s  to  a t o t a l  o f 
$ 2 2 .1  b i l l i o n  and  r e f l e c t i n g  th e  p r o p o s a ls  made in  t h i s
p r e s e n t a t i o n .  W ith th e s e  a d d i t i o n s ,  th e  D is a b le d  A m eri can  
V e te r a n s  s u p p o r ts  f u l l  fu n d in g  o f  th e  v e t e r a n s  A d m i n i s t r a t i o n 's  
a p p r o p r ia t io n  r e q u e s t  fo r  F i s c a l  Y e a r  1 9 8 1 .

Yo u w i l l  r e c a l l ,  Mr. C h air m an , t h a t  I open ed  by  te s t im o n y  
w it h  a l e t t e r  I r e c e n t l y  r e c e iv e d  from  a d e c e a se d  v e t e r a n 's  
d a u g h t e r .  In  her w ord s and  on  b e h a l f  o f  th e  665,0 0 0  me mb ers o f 
th e  D is a b le d  A m eri can  V e t e r a n s ,  "We wou ld  a p p r e c i a t e  an y h e lp  yo u 
c a n  g i v e . "

* * *
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Congressman
I

l

Dear Congressman j

At ap prox imately 6:30  p .m ., March J, 19S0, I  Co llee n i and un cle,
Ea rl ! i too k my fa th e r,  \ (- to  th e Veterans Adm ini­
s tr a ti o n  Hos pi ta l in  f He was re g is te re d  a t  the ad mit­
ti n g  o ff ic e  and we were to ld  to  tak e a se at .

Ap prox imate ly ten  minutes la te r  he wanted to  go to  the mens room. I requested 
help , to  the re ce p ti o n is t and she to ld  me they d id  no t have anyone there to 
a ss is t him to  the mens room. Anoth er ou tp atient as sisted  him to  the mens room. 
My un cle  was pa rk ing the ca r.  The man came ou t o f the mens room and asked fo r  
as sistan ce  because my fa th e r was d i f f i c u l t  to  hand le being th a t hi s equ ili b rium  
was o f f .  The re ce p ti o n is t to ld  someone in  anoth er room th a t a wheel cha ir  was 
needed. A young man found the  cha ir  and bro ught my fa th e r ou t o f the  mens room. 
Th is was the on ly  he lp he rece ived . The young man then  wen t in to  a room and 
to ld  someone th a t my fa th e r needed help . He re tu rned  to  me and sa id th a t 
someone would  be out soon. Th is was about 7:00 p.m..

About 7:15 I asked fo r  as sis tanc e because he had the  shakes and h is  hands was 
•turn in g blue. The re ce p ti o n is t to ld  me th a t the y d id n ’ t  have an emergency room 
and he would  have to  w a it  hi s tu rn . She also  sia d th a t a nurse had looked  a t 
him. I to ld  he r th a t 1 d id n 't  co ns ider  peeping  through a door "l ooki ng" a t  
him.

Ap prox imately 7:45 a nurse walked by and asked i f  he hid been vo m iti ng . I  sa id 
ye s.  She then sa id  th a t I shou ld n 't  give  him water . I was doing  so because 
by th is  tim e he was unable to  speak but he was mot ioning  w it h  his  hand fo r  wate r.

At 8:00  he s ta rt ed  slum ping  over  in  h is  cha ir . He co u ld n 't  s i t  up. My un cle  
and I t r ie d  to  he lp him s i t  up. I went ove r to  the re ce p ti o n is t and asked fo r  
help . She sa id  I wou ld have to  see a nurse.  I looked in to  two rooms tr y in g  
to  fi n d  a nu rse . I co u ld n 't  fi n d  anyone. I went back and sa t down.

A t 8:15  I  no tic ed  h is  ch es t was n' t moving, h is  hands looked  blue  and hi s fi n g e r­
n a il  was tu rn in g  b lu e. He was slumped ove r w ith  hi s head handing as i f  he.was 
s le ep in g . I  looked  up under  him and his  eyes was opened. I co u ld n 't  fi n d  a 
pu lse.

I on ly  remember sayin g "H is eyes are  opened". A fr ie n d  o f  a pa ti e n t came ov er  
and t r ie d  to  take his  pu lse . She went over to  the  desk and to ld  the re c e p ti o n is t 
th a t she co u ld n 't  fi n d  a pulse  and th a t she though t my fa th e r was dead. From 
th a t moment nurses came runn ing.  Over the loud speaker  an announcement was 
made o f a ca rd iac a rr e s t.  About  fi v e  docto rs came. The nurse wheeled my fa th e r 
in  a room. I t  was too la te .  He was dead.
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At about 9: 00  p.m. two doctors asked us to  come in to  a roo n. They to ld  us 
th at my fa th er died  of a ca rd iac a r re s t.

I  am askin g th at you assis t me 1n fin d in g  out why my fa th er was not trea te d 
any sooner.

I would app reciate  any help you can give .

R espectf u lly,
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Mrs. Boggs. Than k you for your excellent testimony.
Mr. Coughlin?
Mr. Coughlin. Thank you very much.
I appreciate your testimony too. I would be inter ested  in your 

comments on some of the stateme nts of the previous witnesses in 
terms  of care for veter ans in priva te nurs ing facilities that would 
cost su bstan tially less than  the Vet eran s’ Administration  facilities?

Mr. Thompson. I don’t believe th at  the  cost would be less, but I 
would like for Mr. Joeckel or Mr. Meadows to answe r this question.

Mr. Meadows. When Congress c reated the program  for cont ract­
ing out where we do contrac t some v etera ns out to priva te nursing 
homes, it was create d as an escape valve because of the  heavy 
overcrowded nursing beds in VA Hospitals.

Our experience with it has been this: First of all, you can call 
this afternoon and I wager th at  you will not find one single vaca nt 
nursing bed you can put a pat ient in in any VA this  afternoon.

Secondly, when a doctor tells the  pat ien t he has to go and 
instr uct the social worker to find one of these  contr act beds th at  
we discussed here, the re ensues a big rowel because the veteran 
find they do not want  t he veterans  in those nurs ing homes.

I happen to be a consumer, in addition  to h aving  so mething to do 
with the VA program. I supporte d an elderly relat ion for four 
years in a nursing home. The care isn’t very good. It is adequate.

I realize those people are opera ting for profit. There  is nothin g 
magic about being able to build a $22,000 bed. The VA can  use the 
same contracts.

Mr. Coughlin. Tha t $22,000 figure is a governm ent-man dated 
figure?

Mr. Meadows. It is a  lighter type constructi on. We are operat ing 
today, fortu nately the governm ent didn ’t tak e that approach. We 
are operat ing in a great many World War II hospitals and the re is 
a different set of construction standard s all together.

The buildings that we are building are not buil t on the same 
standa rds. Whether th at  is wise or not, whe ther  we should build a 
like type construction at a cheaper cost to the  government, th at  is, 
of course, a policy question, but it is not the  same ma tter  at all.

Neither are those beds being constructed. It is a far more diffi­
cult type of nu rsing  case, and the re is not much basis for compari­
son between the two.

Then, ther e are  regional beds. Those thing s are being spotted 
around the country and every one of them  is full, and it is my 
prediction th at  they will remain full.

Mr. Coughlin. Every one of w hat are full?
Mr. Meadows. The VA nursi ng beds. I don’t know about the 

private sector. You can ’t get anybody in a priva te nursing home 
except on a waiting  list. I don’t know about Cheste r County, Pen n­
sylvania, but you can’t walk in the re and get a bed, so I suppose it 
varies.

Mr. Coughlin. My impression is, for example, th at  in the  South ­
easte rn region of P ennsy lvania  the re are  beds of var ious sorts and 
the HSA testim ony would be ar th at  out.

I realize it is more  difficult to provide the kind of care needed by 
a vetera n having some disability beyond the type of disab ility that 
a private citizen non-veteran might  have. Yet, you wonder how
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much more difficult the  care when you get to the nurs ing stage which is pretty  much total care in any case.

Can you specula te on th at for just  a minute?
Mr. Meadows. I find that  in the  exceedingly difficult cases that are very difficult to manage and handle , very onerous on the  part of t he insti tutions to handle, generally the  Veterans’ Adm inist ra­tion, while those are easier to manage, are  on a m anda tory basis or on a basis of not requiring too intensive care, can be moved, and we did create the program to move them and have no objection to putting a classic case in the priva te nurs ing home.I do know one thing for certa in. Give a veteran a choice of having his stay in the VA Hospi tal and having  his care paid for in a p rivate  hospital, we don’t get many takers.
There is one other point I would like to make that  we hope that you will consider this budget. This goes back to the  overall picture.Two aspects of the  Veterans’ Administration  budget that  we feel that  have been neglected by the Congress and by the public, prob­ably because they have not been focused on, this  is a  large budget; it runs  over $4 billion, but the fact is t ha t 40 percent of this  budget really  offsets someone else’s budget.
We have done a study and accumulated  substan tial figures that indicate that  40 percen t of our budget goes to support Medicare and Medicaid. We don’t object to that  and we don’t collect them. We are not a billing agency. When a Medicare pat ient that  comes in t ha t would otherwise be somewhere else burdening the Medicare system, we don’t collect for that  pat ien t or the  Medicaid patient.So when we thin k in terms of where we are going with this system or where OMB seems to desire to go with this system which is down v irtually  with nothing, I th ink  i t should be recognized th at  it is not a free ride. It is not an easy, quick billion dollars or two billion, because about 40 percent of the  people we take  care of will have to be taken care of somewhere else.
You end up in VA for various reasons. Medicare eligibles, Medic­aid eligibles, and a few others  that  would be the  beneficiaries in othe r places.
Another point that  I would like to make, we are  having  a very difficult time getting anyone to face up to is this: We have had a tren d in this Nation since World War II, the  mili tary  buil t 50 hospitals and took care of those people unti l they were completely ready to go home.
By the time we got to Korea, i t was so rt of a hal f system where a hal f of th at  load was cared for by the  mili tary  and hal f was cared for in the  VA Hospital.
By the time we go to Vietnam, the mili tary  medical system had deteriora ted to the point that  they  couldn’t even pretend to take  care of the  casual ties of Vietnam, and the actual hospita l care was given in VA medical facilities.
Now we are seeing currently  the  Defense Department doing various kinds of national emergency plans and premising this  kind of na tional disaster routinely allot ting 30,000 to 40,000 beds to the Veteran s’ Administration in the  national defense. The medical mili tary  system has deter iorated to the  point they can’t even take  care of the ir own.
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They can’t take  care of th eir  reti rees  and we take  care of them. 
Even the ir statio n personnel, a lot of th at  is contra cted out. I 
unde rstand th at  the re perhaps  will be some hearin gs before the 
Armed Services Committee about this  this year. It is really at an 
alarm ing rate,  and the  plain fact is th at  we couldn’t even handle a 
little  emergency with milit ary medicine.

They have to go to the  VA Hospital, so on the  one hand  we see 
the Administration virtu ally  refusin g to recognize th at  the system 
should be kept at  some reasonable level of funding and some rea ­
sonable level of existence ra ther  tha n this  cons tant nibbling tha t 
has gone on.

We apprec iate the  Apropriations Committee, because it has 
almost become a way of life.

OMB sends an adequate budget, and the  Legislative Committee 
goes to the  Floor with an amen dment to the  budget resolution , and 
this committee has been generous in funding those increased 
levels, and seven out of the  last  ten years we have gone throu gh 
that process.

We don’t know wha t OMB’s plans  are, except it appea rs th at  
they have some pla n to v irtua lly elim inate  this  system.

It has become very difficult for us and we do think th at  in the 
general  consideration of this system, in the  general levels of 
budgetary support you are willing to give us, th at  it should be 
recognized th at  the system is not a real  big free loader. We are 
takin g care of a lot of other people thr ough business.

I could mention ano ther  class of patie nts. We bear a grea t 
burde n of the  mentally ill, th at  if they are  out of the V.A. hospita l 
they simply go to a sta te tax-supported instit ution . In addition, we 
find ourselves being cast in the  role as the mili tary  backup with no 
consideration given for these natio nal considerat ions, and we hope 
that those points could be considered and we th ink  they are worthy 
of consideration.

Mr. Coughlin. Could you stra ighten  up one point I wanted to 
make? The figures I have before me indicate th at  the  average  cost 
per pat ient day in a V.A. nursing home is aroun d $76.14, and a 
community nursing home is around  $41.79-----

Mr. Meadows. I th ink  t ha t you will find-----
Mr. Coughlin. -----a subs tant ial difference.
Mr. Meadows. I thi nk  you will find the  V.A. class is essenti ally 

an inter med iate class as opposed to a nurs ing care class. Tha t is 
the difference. If you will fur the r take  the next step, the  cost of 
hospita l care, you will see the  V.A. takes care of p atien ts at about 
10 pe rcent less th an  the  average.

V.A., I think, can defend itself  compared class by class, being 
certa in that you compare the classes of patie nts with proper class. 
V.A., I thin k, is—well, the re is a reason why V.A. certa inly is in a 
competitive situation. The Vete rans Administration is staffed at a 
ratio  of 1.75 staff for each patie nt. The public hospitals, county, 
city a nd sta te-----

Mr. Coughlin. I am talking about nurs ing homes for the 
moment.

Mr. Meadows. Could I finish this  point, please, sir? The V.A. is 
1.75, county and local 2.5, unive rsity hospita l is 3.5. V.A. is staffed 
less, they cost less, and th at  advice applies to nurs ing homes too, if
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you get comparable patien ts. I believe it is correct to say tha t for 
the most p art  our cases a re more intermediate-type cases than  they 
are straight-out main tenance nurs ing cases. We tran sfer all those 
out that  we can, about 6,000 a  yea r—I mean 6,000 at a time. We 
have a budget for about 6,000.

Mr. Coughlin. I might  say in response to your comment, on th is 
Committee I guess my experience has been no ma tter  what the 
Administration is, t he OMB seems to cut the things that  it knows 
the Congress won’t cut.

Mrs. Boggs. Exactly.
Mr. Meadows. Then the final episode, afte r the  Committee has 

provided the  money they seem to manage  to wait at least one 
quarter,  usually two or three qua rter s before they apportion  that 
money, so they  end up having the ir way.

Mr. Coughlin. Thank you, Mr. Chairman.
Mrs. Boggs. I want to than k you gentlemen for your appearance 

here today.
Mr. Thompson. Thank you for allowing us the time.

Veterans’ Administration

WITNESS

AL POTEET, ASSISTANT DIRECTOR. NATIONAL LEGISLATIVE SERVICE,
VETERANS OF FOREIGN WARS 0?" THE UNITED STATES

Mr. Traxler. We want to welcome Mr. A1 Poteet, Director of the 
National Legislative Service of the  V.F.W.

We will submit your s tatement for th e record, Mr. Poteet.
Mr. Poteet. Mr. Chairman and members of the subcommittee: 

Thank you for the  privilege of appear ing before this  distinguished 
subcommittee to present the views of the  Veterans of Foreign Wars 
of t he United States  with respect to the  Veterans Administration 
budget for fiscal y ear 1981.

My name is A1 Poteet  and it is my privilege to serve the more 
than 1.85 million men and women of t he Veterans of Foreign Wars 
as Assista nt Director, National Legislative Service.

Unfo rtuna tely, our National Legislative Director, Mr. Donald H. 
Schwab, was called out of town on business and could not be here 
today. He has asked me to be here  and present the  V.F.W.’s test i­
mony. Without objection, I will summarize my stateme nt with the 
understanding that  the ent ire text  of my statement be included for 
the record.

The V eterans Administra tion budget contained in the HUD-Inde- 
pendent Agencies appropria tion is the single most important meas­
ure before the Congress each year  insofar as our nat ion’s ve terans,  
the ir dependents and survivors are  concerned.

The Preside nt’s proposed budget for the V.A. submit ted in Janu ­
ary of this  year, was $21.7 billion in outlays. In our opinion, this 
figure was $750 million short to properly  maintain  the vete rans ’ 
benefit programs, the V.A. hospita l and medical care system.

As you know, the House Budget Committee in H. Con. Res. 307 
recommended a V.A. budget of $2.7 billion in budget auth ority and 
$21.2 bi llion in outlays for fiscal year  1981. Inasmuch as the House
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Vete rans’ Affairs Committee recommended in its March 15th 
repor t to the  Budget Committee a V.A. budget of $23.5 billion in 
budget author ity and $22.4 billion in outlays,  we believe th e recom­
mendations  of the  House Budget Committee to be myopic and 
unreasonable, based upon the figures recommended by the  House 
Vete rans’ Affairs Committee to adequately maintain the programs 
in th e 700 Function.

The V.F.W. agrees wholeheartedly with the recommendations of 
the House Veterans’ Affairs Committee to the  House Budget Com­
mittee  calling for an increase of $788.1 million and $764.2 million 
in budget auth ority and outlays respective ly for the fiscal year  
1981 V.A. budget above the Pres iden t’s or iginal  proposal.

The V.F.W. does not accept the  theory of a $400 million cost- 
savings as contained in H. Con. Res. 307, recommended by the 
House Budget Committee. In addition, the  Pres iden t throu gh the 
Office of Management and Budget issued a  further  reduction of the 
V.A. budget by $322 mill ion. through discretionary cuts in ongoing 
programs.

Due to a diminishing V.A. budget which has failed to keep 
abrea st of inflation during the  last  two years, 7,000 hospita l beds 
have been closed and 8,000 health-ca re personnel were slated to be 
eliminated. Of the  8,000, Congress mand ated the  resto ration of 
3,800 of these professionals. Vete rans in need of hospital  and medi­
cal care are being turn ed away daily, some to die shortly ther eaf­
ter, others  to seek care in community facilities which often means 
lining up with welfare recipients.

Increases in compensation and DIC programs have not kept pace 
with the  cost-of-living. Vietnam veterans  availing  themselves of 
educationa l benefits under  the GI Bill have not had a cost-of-living 
increase since 1977 and only in this  e lection year  did the President  
recommend a meager 10 pecent increase. According to the  Congres­
sional Budget Office, these veterans  will need a 30 percent increase  
to catch up.

As you know, the V.A. is the number-one backup for the  under­
staffed DOD hospital system in times of war and hostil ity and the 
V.A.’s ability to fulfull this commission is being repeatedly eroded.

Our sole concern, Mr. Chairm an, is that  the V.A. budget and 
appropriation fully fund benefits and medical care authorized our 
veterans by law.

In conclusion, it would be damagoguery for me to suggest that 
funds be taken from another  function  and put into the 700 Func­
tion. The V.F.W. is not in the business of recommending where 
cuts should come from in order to provide an adequte  V.A. budget. 
However, we firmly believe that  the  veterans  of this  nation’s wars  
do deserve a t least  equal treatm ent as compared to  our  non-veteran 
counterpar ts. We would hope that  this subcommittee would not 
accept the cuts recommended by the House Budget Committee and 
decide th at  the budget targets as contained in the Firs t Concurrent 
Resolution for veterans  benefits are too low and by the  Second 
Concurrent Resolution, the Congress would establish some system 
of national priorities.

Thank you.
[The stat eme nt follows:]
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V F VETERANS OF FOREIGN WARS OF THE UNITED STATESw NATIONAL LEGISLAT IVE SERVICE

O ff ic e  o f D irecto r

STATEMENT OF

DONALD H. SCHWAB, DIRECTOR 
NATIONAL LEGISLATIVE SERVICE

VETERANS OF FOREIGN WARS OF THE UNITED STATES

BEFORE THE

SUBCOMMITTEE ON HUD-INDEPENDENT AGENCIES 
COMMITTEE ON APPROPRIATIONS

U. S. HOUSE OF REPRESENTATIVES

WITH RESPECT TO THE FISCAL YEAR 1981 VETERANS'ADMINISTRATION BUDGET

WASHINGTON, D. C. MAY 6, 1980
MR. CHAIRMAN AND MEMBERS OF THE SUBCOMMITTEE:

Thank you for the privilege of appearing before this distinguished Sub­
committee to present the views of the Veterans of Foreign Wars of the United States 
with respect to the Veterans Administration budget for the Fiscal Year 1981.

My name is Donald H. Schwab and it is my privilege to serve the more than 
1.85 million men and women of the Veterans of Foreign Wars as their National Legis­
lative Director.

Mr. Chairman, the Veterans Administration budget contained in the HUD- 
Independent Agencies Appropriation is the single most important measure before 
Congress each year insofar as our nation's veterans, their dependents and sur­
vivors are concerned.

Mr. Chairman, the President's proposed Federal Budget for the Fiscal Year 
1981 as submitted to Congress in January was for $677.6 billion in budget authority 
and $612 billion in outlays, an increase of nine percent over 1980. Although the 
proposed Veterans Administration budget of $22.7 billion in budget authority and 
$21.7 billion in outlays represented an increase of some $985 million or seven per­
cent over 1980, it was again a reduction in proportion to the Federal Budget, while 
the veteran population of 30 million represents the largest number of potential 
beneficiaries in the history of our nation. In 1975, the VA portion of the Federal

V E w  M E M O R IA L  B U IL D IN G  •  2 0 0 A R YL D A V E N U E . N E W A S H I N G T O N ,  D C .  2UuO2
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Bu dge t was 5 .1  p e rc en t in  o u tl a y s ; in  197 6, 5 p e rc e n t;  in  1979 , 4 p e rc e n t;  in  1980 , 
3 .7  p e rc en t and  p ro je c te d  fo r  1981 a t th a t ti m e , 3 .5  p e rc e n t.  Upon e v a lu a ti o n , we 
of  th e  V.F.W.  b e li e v e d  th e  pr op os ed  VA bu dg et  to  be  u n d e rs ta te d  by ap pro xim at el y  
$750 m il li o n  to  p ro p e rl y  fu nd  th e  b e n e f it  prog rams and th e  VA h o s p i ta l  and  m ed ic al  
care  sy ste m.

S ubse quen tl y , Mr. Ch airma n, in  e a r ly  Ma rch , an d in  an  a tt em p t to  cu rb  th e  
s p i r a l in g  in f l a t i o n  r a t e ,  th e  P re s id e n t and h is  O ff ic e  of  Management  and  Budge t 
deci ded  th e  F edera l Bu dget co uld  be  bala nce d in  FY 1981 i f  sp en din g i s  cu t 0MB 
th en  is su e d  bud ge t and p e rs o n n el c u ts  to  th e  v a ri o u s  depar tm ents  and  agen c ie s w ith  
re v is io n s  al m os t d a il y . T h e ir  l a t e s t  cu t fo r th e  VA be in g  $322 m il li o n  and  an
a d d it io n a l 354 p e rs o n n el,  
fo ll ow s:

A breakdown  of th e se  re d u c ti o n s  in  d o l la r s  and  pers onnel

$2 4.7 m il li o n G en er al  o p e ra ti n g  ex pen se s ( f le x ib le )
$2 6.9 m il li o n De lay ed  c o n s tr u c ti o n
$155 m il li o n C ap it a l improv em en ts
$7 m il li o n M ed ical  and  p ro s th e t ic  re sea rc h
$10 m il li o n New m ed ic al  prog rams
$15 m il li o n B en e fi c ia ry  t r a v e l  to  VA f a c i l i t i e s  fo r 

tr ea tm en t
$25 m il li o n D en ia l of  o u tp a ti e n t tr ea tm en t by VA fo r

Armed For ce s r e t i r e e s
$59 m il li o n E li m in a ti o n  o f th e  VA d i r e c t  home lo an  

prog ram

150 V ete ra ns R e p re se n ta ti v e s  on C oll eg e Campuses
21 VA ce m eter y sy stem
70 In  au to m ati c  d a ta  p ro c e ss in g  due to  tr a n s fe r  

of  fu n c ti o n  from VA C en tr a l O ff ic e  in
W ashing ton to  A u st in , Texas

29 VA C en tr a l O ff ic e  -  not fu r th e r  s p e c if ie d
70 Moving th e  In su ra nce  C en te r from S t.  P au l,

M inne so ta  to  P h il a d e lp h ia , Pen nsy lv an ia
6 Autom at ic  d a ta  p ro c e ss in g  in  con ju nc ti on  

w it h  mov ing in su ra n ce  fu n c ti o n  from
St  Pau l to  P h il a d e lp h ia

8 C o n st ru cti on

Not  to  be ou tdon e by th e  P r e s id e n t 's  O ff ic e  of  Management and  Bud ge t,  th e  House 
Bu dget Com mit tee  in  H. Con, Re s. 307 d i r e c ts  th e  V e te ra n s ' A ffa ir s  Comm itte es to  
re duce d sp en di ng  by $400 m il li o n .

Mr. Ch airma n, you  w i l l  r e c a l l  we b e li e v ed  th e  P r e s id e n t 's  o r ig in a l bu dg et  fo r 
th e  VA was $750 m il li o n  s h o r t.  F u ll y  su p p o rt in g  our c o n te n ti o n , th e  House  V e te ra n s ' 
A f fa ir s  Co mm itte e, wh ich  ha s se v e ra l de ca de s of  e x p e r ti s e  in  t h i s  a re a , in  i t s  
re p o r t to  th e  Budget Committee da te d  March 15 , 1980 , s ta te d  th e  P r e s id e n t 's  o r ig in a l 
bu dg et  fo r th e  VA sh ou ld  be  in c re a se d  $788-1 m il li o n  in  bud ge t a u th o r it y  and  $76 4-2  
m il li o n  in  o u tl a y s . The s h o r t f a l l s  re p o rt e d  by th e  House V e te ra n s ' A ffa ir s  Commit­
te e  a re :

$6 .9  m il li o n  In  m ed ic al  care
$1 4.6  m il li o n  In  m ed ic al  an d p r o s th e t ic  re sea rc h
$25 m il li o n  In  a s s is ta n c e  fo r h e a l th ,  manpower

tr a in in g  i n s t i t u t i o n s
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$63 million 
$225 million 
$106 million 
$800,000 
$1.5 million 
$321.3 million

In compensation cost-of-living increase
GI Bill cost-of-living increase
New medical care program
In general operating expenses
In the VA housing program
In propriety receipts from the public

(This means third party reimbursement to 
the government by private and public health 
insurance carriers for veterans with non­
service-connected disabilities cared for 
in VA facilities. The President has 
already deducted this from the budget and 
the House insists it will not pass this 
legislation.)

Now, couple 
a VA budget 
by at least

this with the cuts proposed by 0MB or the Budget Committee, and we have that has been reduced to 3.4 percent of the Federal Budget and deficient $1.1 billion.

Mr. Chairman, the budget cutters have stated that all departments and agencies are going to have to tighten their fiscal belts. Permit me to make it a matter of record that we know of no other department or agency subjected to such repeated, stringent budget cuts as the Veterans Administration. As a result, in the past two years alone nearly 7,000 beds have been cut from the VA hospital system and 8,000 health care personnel would have been eliminated but through Congressional action 3,800 are being restored. We now have a VA hospital system with 40 percent part-time physicians and 38 percent foreign medical granduates. That medical care in VA facilities has deteriorated because of funding and personnel cuts was attested to by physicians and nurses within the system who testified before a joint Senate and House Veterans' Affairs Committee hearing last October. Veterans in need of health care are routinely being denied it by the VA and referred to community hos­pitals to line up with welfare recipients. In addition, cost-of-living increases in compensation payable to veterans with service-connected disabilities and Depen­dency and Indemnity Compensation for their survivors have lagged behind inflation. Vietnam veterans availing themselves of educational benefits under the GI Bill have not had a cost-of-living increase since 1977 and only in this election year has a miserly 10 percent increase been recommended by this Administration. The Congressional Budget Office stated they would probably need a 30 percent increase to catch up by this October.

Mr. Chairman, under the provisions of 38, USC 5001(2) the Administrator of Veterans Affairs, subject to the approval of the President, is authorized to operate not less than 125,000 hospital beds over which he has direct control.The VA has been closing hospital beds over the years to the extent that they now operate only some 84,000. Furthermore, we have Information we consider reliable that by 1987, hospital beds will be cut to 72,000. This in the face of an aging veteran population that will include more than five million over 65 years of age by 1987 and large numbers of Vietnam veterans who have suffered the most disabling disabilities of any war and survived. In addition, the VA hospital system is the number one backup to the regrettably understaffed Department of Defense hospital
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sy ste m in  tim es  o f war and h o s t i l i t y .  The VA* s a b i l i t y  to  f u l f i l l  t h i s  c ru c ia l 
m is si on i s  bein g ra p id ly  er od ed  and  a t  a tim e when th e  w or ld  s i tu a t io n  i s  u n s e tt le d , 
to  say th e  l e a s t .

Giv en th e fo re g o in g , Mr. Ch air ma n, i t  mu st be as ob vi ou s to  you as i t  i s  to  
us th a t th ese  c u ts  ca nn ot  con tinue to  be made in  th e  VA bu dg et  i f  any sem blan ce  of  
in te g r i ty  i s  to  be m ain ta in ed  in  th e  b e n e f it  pr og rams and  in  th e  VA h o s p it a l and  
m ed ic al  sy stem .

Mr. Ch airma n, we we re p le a se d  to  no te  th a t  l a s t  week th e  House o f R ep re se nta ­
t iv e s  r e fe r r e d  to  th e  A p pro p ri a ti ons  Comm ittee th e  V et er an s A d m in is tr a ti o n  
c o n s tr u c ti o n  p la n  fo r  th e  FY 1981 wh ich was ap pr ov ed  in  to to  by th e  V e te ra n s ' 
A ff a ir s  Com mit tee  pu rs uan t to  th e  p ro v is io n s  o f se c ti o n  5004 , P u b li c  Law 96 -2 2.  
In cl uded  th e re in  i s  $15 m il li o n  fo r  desi gn  fu nds  fo r  th e  re pla ce m en t h o s p it a l a t 
M in nea po lis,  M in ne so ta  and fu nd in g fo r  n u rs in g  home care  u n it s  a t Br on x,  New Yo rk;  
C o a te s v il le , P ennsy lv an ia ; D a ll a s , Tex as ; K e r r v i l l e ,  Te xas and  Ren o, Ne vad a, among 
o th e r p ro je c ts . The V.F.W. s tr o n g ly  su p p o rt s  appro va l o f th e  n ecessa ry  a p p ro p ri a ­
ti o n .

Mr. Ch airma n, we of  th e  V.F.W. a re  no t budg et  b u s te r s . Our so le  co nc er n i s  
th a t th e  VA bu dg et  and  a p p ro p ri a ti o n  f u l ly  fund  b e n e f it s  and  m ed ic al  care  au th o ri z e d  
ou r v e te ra n s  by law. We b e li e v e  th a t  any  hono ra bly  d is charg ed  v e te ra n  in  ne ed  of  
m ed ic al  care  and  who se ek s su ch  fro m th e  V ete ra ns A d m in is tr a ti o n  sh ou ld  nev er  be 
de ni ed . As we ha ve  s ta te d  b e fo re , our v e te ra n s  a re  ve ry  s p e c ia l , fo r be ca us e of  
them, and on ly  be ca use  o f the m,  we ha ve  a f re e  n a ti o n  wh ere  we , you an d I ,  may li v e  
w ith  d ig n it y  and ho no r in  freedo m and  p ro g re ss  in  ac co rd an ce  w it h  ou r in d iv id u a l 
a b i l i t i e s  and  m o ti v a ti o n .

Thank you .
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Mr. T raxler. We wan t to t hank you for t ha t very fine stat ement  
on beh alf of the V.F.W. We hope th at  the  reconcili ation portio n of 
the  budget will be stricken and the Udall Amendment  passed. I 
hope t ha t will give us the opport unity  to work our will in this  area,  
recognizing the  important needs th at  you have described to us. I 
would like to ask you if you had any comment on some of the 
previous testimo ny that you heard here  today, but I am afraid  we 
would ta ke up the  rest of the  afternoon. But in two m inutes or less.

Mr. Poteet. Yes, sir.
The whole problem is with the  philosphy of V.A. hospita l medi­

cal care system. If we are going to have a medical care system tha t 
takes  care of the  needs of thi s nati on’s ve terans , and also serves as 
backup for the Depa rtme nt of Defense, it is going to cost x number 
of dollars. We can ’t get by with hedging and playing one off agains t 
the  other and saying don’t pass this or don’t give money for this 
hospital or that.

We e ithe r have to make the decision in this count ry to go ahe ad 
and give our veterans  health care second to  none for the ir service- 
connected disabilities, and also the ir non-service-connected disabil­
ities. We believe th at  the  Federa l govern ment drafte d this  nat ion ’s 
youth to fight its wars, not county councils or planning agencies 
back in the  states. The Federa l govern ment drafted the  youth to 
fight in wars, and it is up to the  Federal Government to take  care 
of the  same youth who re turn ed from the  wars.

Mr. Traxler. Thank you very  much.
Mrs. Boggs. I don’t think anybody, disagrees with tha t. Also I 

think the component th at  we are  forget ting in all of these discus­
sions is research, and the remarka ble brea kthrough s th at  have 
come from research in Vete rans  Administration  hospitals  and 
medical care facilities that would not have been possible without 
the  kind of funding t ha t they  receive from the Federal government. 
When you put in the  research monies, what you save in the long 
run  from those findings, can decrease the  amount of costs for care 
per patient. In the long run  it saves a great deal of money, as well as lives and  limbs.

Than k you for your testimony.
Mr. Poteet. Than k you very much.

Veterans Administration

WITNESS

DR. PAUL W. SCHAFER , PRESIDENT, NATIONAL ASSOCIATION OF VET­
ERANS ADMINISTRATION PHYSICIANS

Mr. Traxler. Our next witness is Dr. Paul  Schafer, Pres ident of 
the  Nation al Association of Veterans Administration Physicians, to 
discuss th e VA budget.

You may proceed, Dr. Schafer.
Dr. Schafer. Than k you, Mr. Chairm an.
Mr. Traxler. We a re very pleased with your quotes, your refer­

ences to famous Americans. It is a very inte rest ing statement.

6 3 -2 7 7  0 - 8 0 - 1 1



160

Dr. Schafer. Some parts  of my statement, of course, address 
exactly the questions you have asked some of t he other witnesses 
as a ma tter  of fact.

Mr. Chairman, members of the  committee,  my wife Carol, a 
World War II Army flight nurse,  and I have many times seen the 
changing of the guard  at the  Tomb of the  Unknown Soldier in 
Arlington Cemetery, and we have been deeply moved by the way 
we honor our dead. But, with you, share a concern for those who 
served, suffered and survived—our vete rans—they too have paid 
the ir dues.

And as has happened many times  before, I come back to Walt 
Whitm an’s, “I swear nothing is good to me now that  ignores indi­
viduals.” Or as it was said bet ter  tha n any man has ever done, by 
our good friend, William Faulkner, in his Nobel Prize acceptance, 
“I believe t ha t man will not merely endure: He will prevail. He is 
immortal. . . . He has a soul . . . a spir it capable of compassion 
and sacrifice and endurance. The wr ite r’s duty is to write  about 
these things. It is his privilege to help man endure by lifting his 
hear t, by remind ing him of t he courage and honor and hope and 
pride and compassion and pity and sacifice which have been the 
glory of his past.”

I am a physician, a surgeon, and though I speak here today in a 
strictly unofficial capacity as Pres iden t of the National Association 
of Veterans Administra tion Physicians (NAVAP), i t is only fair for 
you to know that  most of my professional career has been in the 
academic milieu. I am a product of the  surgical residency program 
of the  University of Chicago where after a brief stint on that 
faculty I le ft to become Professor and Chairman of the Department 
of Surgery at the  Univers ity of Kansas School of Medicine in 
Kansas City. There I was actively involved in our affiliation with 
five hospita ls of the V.A. system; namely, in Leavenworth, Wichita, 
Excelsior Springs, Topeka and Kansas  City. I know fir sthand what  
the prospect is from the academic side of affiliation.

I l ate r served as Chief of Thoracic and Cardiovascular Surgery a t 
the Walte r Reed Army Medical Center and there trained  a genera­
tion of the Army’s surgeons who served with distinct ion in Korea 
and Vietnam. I now continue my service in the Federal public 
sector as Chief of Thoracic Surgery  a t the  V eterans Administration 
Medical Center here  in Washington, D.C. My cur ren t academic 
identification is as Professor of Surgery at Georgetown University .

Mr. Chairm an, we apprec iate the  continuing high priori ty your 
subcommittee  assigns to the Vete rans  Adm inistration’s medical 
program. I wish to thank you for this  opportunity  to ale rt you to 
our grave concerns. The V.A. healt h care delivery system is grea tly 
endangered by forces which, if unchecked, will bring about its 
dissolution. And thus would our nation  dishonor its contract with 
its deserving vete rans—joining that  long line of ailing civilizations 
that  history  has judged by the tre atm ent they have afforded the ir 
veterans .

One of t he reasons for th e decline and fall of the Roman Empire 
at the hands of the barb arians was its cynical neglect of those 
brave legions who had made it a world power. Our nation would do 
well to remember the shameful treatm ent of our own veterans 
afte r World War I when they came to Washington to petition the



161

government for the ir rights. We have yet fully to face the  unm et 
needs of our Vietna m veterans.

We cannot  perm it the  moral cont ract this  nation has with its 
vete rans  to be abrogated. The Vete rans Administration  is the  
agency of governm ent with the direc t responsibil ity to fight for 
th at  con tract’s honor. As pa rt of the  cur ren t political process, all 
dep artm ent and agency heads have heard the  same Administration  
call for retrenchm ent. But it is an expected part of the  political 
game for agencies to scream, to moan or at the  very least  to protes t 
the ir assigned cuts.

The Vete rans Adminitratio n, in knuck ling unde r to the Adminis­
trat ion  and its OMB, has rolled over and played dead. The mem­
bers of NAVAP unde rstand the  need for fiscal belt-tightening. But 
the  marvelous and genera lly fair  political processes by which our 
nation  has weathered all the  challenges of its first two centu ries 
are still inta ct and, if used properly, will insure our futu re dynamic 
stren gth.

There  is no ratio nal basis for the  belief th at  our vete ran patie nts 
will have anyt hing  but  increasing hea lth  care needs; indeed, with 
each passing year  more of our World War II vete rans  face the 
specter of catas trophic illness. Whe ther  it be in a gen eral ’s s umma­
tion of a battle , an adm inis trat or’s census  or a cancer statistic, the 
lone human being, frightened and suffering, from what ever cause, 
is left out of th e picture. There  can be no understanding of war or 
of disease witho ut knowledge of wha t the individuals involved 
endure.

One ins trume nt for the hospital system ’s demise is funding and 
the agents performing th at  evil act at  every opportuni ty are the 
faceless social engineers, some of whom are  to be found in the 
upper  echelons of the OMB bureau cracy.  They and the ir ilk com­
prise a majori ty of those involved in the  National Academy of 
Sciences V.A. Report and they quietly  influence  the  shape  of pro­
posed nat ional  health insur ance legislation.

Their  inte nt is clear. They plan so to weaken the  system that 
with implementation of the first  successful NHI legislation, the 
V.A. hea lth care delivery system can easily be assimi lated by local 
medical community  interests. Last year the  New Republic pub­
lished a lengthy auth oritativ e article tre ating of the  Long, Car ter 
and Kennedy NHI proposals. I wrote to the aut hor  and asked how 
he could have failed at least to mention the nat ion ’s largest cen­
tra lly  admin istered  hospita l system—th at  dedicated to veterans  
needs. I would like to read for you the  mini-lecture I received from 
Harvard  University . Sociology Professor Paul Sta rr wrote: “So far 
as I know, n eith er the  Kennedy nor Car ter proposal includes major 
changes in the V.A. Hospital System. However, I personally believe 
th at  the  V.A. ultim ately  must be integ rated into the system of 
community hospitals  unde r a single hea lth insur ance plan. As you 
may know, the National Academy of Sciences had a committee (of 
which I was a member) which laid out detaile d recomm endations 
as to how such an integ ratio n would take  place. I hope th at  you 
and the members of your association read th at  repo rt with an open 
mind and take  seriously the long-run considerations of social wel­
fare and cost t ha t it addresses.”
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Were we to follow such advices, thus would the  nation  default on 
its contract with its deserving vete rans —they would then have lost 
their dedicated, free-standing hospital system.

An abandoned trolley line runs along the  Potomac River p ast my 
home as mute testimony to the wisdom of yesterda y’s p lanners who 
closed down our mass transit rail system in the face of that ap­
proaching energy crisis which we now have. It must  take  sheer 
genius to rob veterans  of the ir due, as our nation , teetering on the 
brink  of World War III, faces a call-up of those who would become 
tomorrow’s veterans.

Mr. Chairman, as you know so well, the  V.A. hea lth care deliv­
ery system is a key element in our national  securi ty and in our 
state of military preparedness. And thus we come to the  crux of 
the ma tter —the Vete rans Administ ration’s persistence and indeed 
its increasing inabil ity to heal the  indolent sore of failure of re­
cruitment and retention of full-time, dedicated, career-oriented 
physicians to staff its  health care delivery system.

In a colloquialism from my part of the coun try—the V.A.’s fail­
ure to insure that  someone is minding the store. I do not have to 
tell you that  the  needs of deserving vete ran  patients  canno t be 
completely met by “here  today-gone tomorrow” medical studen ts, 
residents, part-time and contract physicians. NAVAP’s files are 
replete with hear t-rending tales  of such experiences.

The extent to which the V.A. hospital system is losing its dedi­
cated full-time physicians  is not generally known. Ten years  ago 
only one in ten V.A. physicians was pa rt time. Five years later , in 
1973, t ha t figure had more than doubled. By ear ly last year it had 
reached 40 percent. It now approaches 50 percent.  Indeed, in 32 of 
our hospitals the  majority  of physicians are  already part time, 
many services have only a single token full-timer, and we shall 
soon see one hospital without a single full-time physician on its 
staff.

In the foreseeable futu re we can envisage a whole facility being 
contracted out. Today in Portland, Oregon, local interests have 
gone so far as to say that  veterans don’t need the ir hospi tal—tha t 
they can simply be mainlined throu gh existing  local facilities as 
beds are available. Part- time  percentages identified by specialties 
and by administ rative roles a re part icularly  a larming .

One has to be concerned that half of the associate chiefs of sta ff 
or chiefs of surgery  are  par t time, one in five chiefs of medicine, 
one in four chiefs of psychiatry,  and near ly hal f of all chiefs of 
neurology are part time. And incredible as it may seem, seven 
chiefs of staff  are par t time.

We work side by side each day with our fellow physicians serving 
in various kinds of part-time and cont ract employment. Many are 
active members, in good standing of NAVAP. Yet, often unknow­
ingly, these friends and colleagues are  members of th e othe r crew 
which is quietly at work on the V.A. hospita l system. Its name is 
Affiliated Medical School and wha t sadness that  such tragedy  
would flow from Genera l Bradley’s 1946 memorandum establi shing 
the association of Veterans Hospitals  and Medical Schools. When 
ther e was enough to go around for everybody, it worked. Now th at 
the times are rapidly changing, it has failed in many places.
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Once, as was intended, the  schools concerned themselves with 
tra ining and education and the  V.A. hospital staff  was in charge of 
all professional matt ers having to do with policy and medical care 
of ve terans patients. Now, in many places, mutu ally advantageous 
affiliation has been replaced by medical school domination and one 
of t he inst ruments  for this takeover is the school’s part-t ime and cont ract physician who in increasing numbers is rep lacing full-time 
dedicated V.A. physicians.

The agents  performing these self-serving acts are the  Affiliation 
Committees or Deans’ Committees provided for in Para graph 
#4112 of Title 38. In many V.A. hospita ls they determine  its poli­
cies, they hire  and fire its professional staff, they exploit research 
funds and facilities, they domina te the  hospital’s lay director , own 
the chief of staf f and the chiefs of service, and admi t veteran 
patients  not on the basis of need but according to the ir value as 
“teaching materia l.”

In short, they use the V.A. hospita l as if it were the ir own—in 
essence, th eir  charity wards. Many of us perceive t ha t some schools 
in resolving the demands of local circumstance rema in unaw are of 
the larger circumstances that  has been influenced to the ir own 
disadvantage. The image of Birmingham with a completely part- 
time physician staff will not be widely applauded.

Contract anesthesiology at Wadsworth-L.A. with 90 percent of 
pat ient anes thesia time by nurse anesthe tists  will be found unac­
ceptable by many. The vete ran turned  away at Shreveport’s admit­
ting office will not tha nk the  system. A school policy at Mounta in 
Home which prohibi ts a physician being employed full time must  
be considered nothing less tha n remarkable.

And what can one say of deans  who get a full year of federal 
reti rem ent  credit on the basis of a minimal annua lized consultant- 
ship, the same credit  accrued by a full-time physician who has 
$3,500 of his salary taxed and then deducted from his take-home 
Pay.

An experience I had as a member of a Systematic Exte rnal  
Review, or SERP, team at a Southeas tern Unive rsity medical 
school will serve to illustra te the  vete ran pa tient’s plight in a part- 
time physician setup. In this insti tution, the  surgery service has 
one “full-time” physician, and I use that  expression advisedly, 
namely, the  chief of the  surgery service. And I use the expression 
advisedly in that  I believe he is also paid by the  univers ity and it is 
obvious that  his loyalty is divided.

There, all surgery section chiefs and staff  surgeons are  part-time and though  1 was available to them for an ent ire week, including 
each evening of the week, hal f of th e section chiefs could not find 
time from the ir busy academic commitments across the  street  or from the ir equally busy lucrat ive priva te practices downtown, even 
to meet with me. The nadir of this  experience was reached when a 
chief surgery resident explained, “th at  being a small city, they  did 
not have a D.C. General Hospital like Washington or a Cook 
County like Chicago,” and several  other similar examples. Tha t in 
fact the V.A. hospital was the ir “charity hospita l and that  the 
vete ran pati ents  were lucky to be getting such good free medical 
care .” This expressed atti tud e clearly  had been allowed to perme­
ate the atmosphere of the  ent ire hosp ital—the residents were only
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reflecting the atti tude s of the ir part- time supervisors. When this 
was reported to the  exit conference, it was evident tha t it came as 
no surprise to either the chief of st aff nor to the  hospita l director.

However, it was equally obvious t ha t they  were so captive by the 
all-powerful university dean’s committee that  they felt helpless to 
do anyth ing substantive about it. The formal repo rt of th at  SERP 
appraisal contains  my strong reaction to t ha t outrageous condition. 
A clipping from the Durham,  Nor th Carolina Morning Herald of 
April 20, 1980, which arrived in my mail last  week, would indicate 
tha t little  change has occurred since my visit. The Vice-President 
for Heal th Affairs of the Affiliated Medical School says of the 
Durham VAMC, “We run  i t lock, s tock and b arrel.”

Mr. Chairman, this is precisely what  happens when you do not 
have a strong nucleus of full-time, dedicated physicians in charge 
of adminis tering  to the  needs of p atients in the  V.A. system. And 
that goes to the stre ngth of the whole system. If you don’t have the 
doctors, you don’t have a system.

But, Mr. Chairm an, we have got a real problem now in keeping 
qualified physicians, nurses and othe r hea lth  care professionals in 
the system and that  is what  I am here to testify to. The V.A. pay 
scale is completely out of touch with the  real world of 1980 Amer­
ica. Eighty percent of full -time V.A. physicians are in the  higher 
steps of Grade 15. Save for the  5.5 percent increase  in base pay last 
fall, the ir income has been frozen for the  last 5 years. During this 
time, inflation in excess of 60 percent has more tha n halved the ir 
real income. The V.A. now recruits young physicians jus t out of 
residency at or above the middle steps of Grade 15.

Notwithstanding the Administ ration’s and OMB’s view, NAVAP 
agrees with the authorizing committees  of the  House and of the 
Senate which are now in the process of moving a bill that  among 
othe r constructive characteris tics would allow additional incentives 
to be paid to V.A. physicians. We real ize that ther e are differences 
between the House and the Senate  versions; however, we support 
the inte nt of the two bills and are confident that the conference 
resu lt will embody the  best featu res of each.

I wish to leave no doubt in your mind that  the V.A. hea lth care 
delivery system suffers from a lethal physician recruitm ent  and 
reten tion problem. The Vete rans Affairs Committees have labored 
valiantly to crea te legislation to perm it resolution  of this vital 
problem. NAVAP urges that  wha t evolves should be properly 
funded by the Appropriations Committee.

Mr. Chairman, in conclusion I would like to echo the words of 
Cornelius Ryan, author  of A Bridge Too Fa r, and The Longest Day, 
as he accepted the Legion of Honor: “Engraved on one of the 
crosses overlooking the  Normandy beaches are he words: ‘Into the 
grea t mosaic of victory, these priceless jewels are set.’ ”

On behalf of them all, I thank  you.
Mr. Traxler. Dr. Shafer, I wan t to tha nk you for the excellent 

statement , very moving sta tement as Pres iden t of NAVAP.
You have certa inly given us a great deal of though t for concern 

here.
Mrs. Boggs?
Mrs. Boggs. T hank  you very much, Dr. Shafer.
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I was wondering, Dr. Shafer, in the  tra ining and hirin g of young 
physicians, are the  young people being trained  at  the Armed Serv­
ices Medical School in Bethesda, availab le to VA hospitals upon 
graduation?

Dr. Shafer. Mrs. Boggs, I am not sure  I can answer that  ques­
tion. I don’t believe the first  class has graduated , you see. We don’t 
have that  experience. I know th at  the re are  plans for them which 
do commit the ir time in many endeavors more directly  rela ted to 
the ir obligated mili tary  roles.

Yes, I would hope th at -----
Mrs. Boggs. It has occurred to me, how can you take  somebody 

who has completed an expensive medical education  and put him 
into a Grade 15 or higher level and expect him to stay at that 
level?

Dr. Shafer. A very inte rest ing question.
I am sure that  the Vete rans  Administration  has not wanted to 

do this, but  tha t is dicta ted by the marketplace.
The only way young physicians  finish the ir residency training 

can be attr acted into the  system is to recruit them  at th at  level 
which still is not quite competitive with the ir opportuni ties else­
where.

Mrs. Boggs. Oh, no, I am sure it isn’t.
Dr. Shafer. What is in the  mill, as I am sure  you all know, H.R. 

70102, which incorporates Mr. Rober ts’ scholarship program, we do 
have a way of breaking this. I would recommend that  you look at 
most favorably on full funding  of tha t upcoming legislation because 
it does the  two things.

It will hold the  present full time physicians longer in the  system 
by modestly increas ing the ir incentives but, in addition, then it will 
bring in to six years  of obligated service individuals who would 
sta rt this  fall and be supported for a scholarship program of four 
years and then  a graduate  tra ining  program of four years with an 
obligation one for one for medical, one-half for one in the ir post­
graduate  training which, if you round out those numbers, look at 
the  average age of the  present physicians  in the  system, one could 
see downstream in a decade that  this  ma tte r could come into 
balance.

I am not sure there is any othe r way to do it.
Mrs. Boggs. Well, it is a difficult problem, and I must  say that 

you have totally dispelled the notion that  physicians  are  not grea t 
humanists.

Than k you for your  fine testimony and the  beauty of it.
Dr. Shafer. Thank you.
Mr. Coughlin. Thank you very much, Mr. Chairman .
I appreciate the  testimony,  too. We need to increase the  pay of 

doctors in the  VA system.
Dr. Shafer. T hank  you.
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Mr. Traxler. T hank  you, Dr. Shafer.

Veterans’ Administration

WITNESSES

DR. JOHN B. HENRY, DEAN, GEORGETOWN SCHOOL OF MEDICINE, 
REPRESENTING THE ASSOCIATION OF AMERICAN MEDICAL COL­
LEGES

DR. THOMAS J. KENNEDY, JR., DIRECTOR, DEPARTMENT OF PLANNING 
AND POLICY DEVELOPMENT, ASSOCIATION OF AMERICAN MEDICAL 
COLLEGES, WASHINGTON, D.C.

Mr. Traxler. Our next witnesses are Dr. John Henry, Dean of
Georgetown School of Medicine, and Dr. Thomas J. Kennedy, Di­
rector of Planning and Policy Development, American  Association 
of Medical Colleges.

Thank you for your patience, Dean Henry.
Please proceed in any fashion you care to.
Dr. Henry. I will give a trun cated version of my statement. 
Mr. Chairman and Members of the  subcommittee , The Associ­

ation of American Medical Colleges appreciates  the  opportunity to 
appea r before this  subcommittee during its deliberations on the 
fiscal year 1981 appropriations for the  Veteran s’ Administration.

As you know, the Association represen ts all of thi s Nation’s 126 
medical schools, many of which have strong and vital affiliations  
with VA hospitals; more tha n 400 teach ing hospitals, including 74 
VA hospitals, and over 70 academic societies, whose members are 
engaged in unde rgraduate and grad uate  medical education, in pa­
tien t care, and in biomedical and behavioral research.

Because of the historically close relationship between the Associ­
ation’s c onsti tuent  medical schools and teach ing hospitals with the 
VA, the AAMC is deeply interested  in and worried about the  level 
of appropriations for the VA, in fiscal year 1981 for medical care, 
medical and prosthetic research , and assistance to hea lth manpow­
er training institu tions.

The AAMC’s specific inte rest  in the  VA DM&S budget stems 
from the desire of the  Association to improve the  medical care 
offered to the vete rans  of th is count ry and to upgrade the  quality  
of the  tra ining offered by teaching programs in VA hospitals, 
major producers of many types of h eal th manpower.

It is the Association’s hope that  the  efforts to control inflation 
and reduce Federa l expenditures will not compromise the programs 
of the  Department of Medicine and Surgery. The President  has 
expressed his desire to main tain and increase  defense expenditures; 
surely, VA medical expenditures can be viewed as delayed defense 
costs.

Unfortunately, the recommendations embodied in the Preside nt’s 
fiscal year 1981 appropriation  requests  in the  areas  of medical care, 
medical and prosthetic research and assistance to health man­
power training institutions appear to be seriously inadequate and 
likely to impact adversely on the function ing of the  VA hospital 
system.
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Therefore, the Association is proposing a lternat ive  funding levels for these programs, as summarized in Tables I and II at the  end of my sta tement.
Addressing the  three of these , and the  first  is Medical Care, the Pres iden t’s revised budget for fiscal year 1981 proposes $5,999 mil­lion for medical care for th e VA, $144 million more tha n the  $5,855 million appropriated for fiscal yea r 1980, and $196 million less tha n the budget originally  submi tted to the Congress in Jan uary.The average number of full -time equivalent  employees proposed in the  or iginal and revised budget, 185,316, is just  50 more tha n for fiscal 1980.
The Administration’s appropria tion request for medical care re­flects a 2.4 percent increase  when the  CPI is rising rapidly, ap­proximately 18 percent in the  last year. In real terms, the  VA will actua lly be opera ting durin g the  1981 fiscal year at a significantly reduced level unless t his subcommittee and the Congress add to th e Pres iden t’s request.
The AAMC has long advocated and again urges improvement in the staffing of VA hospitals. According to the  American Hospital Association’s 1978 Annual Survey, the  average  number of full-time equipment employees per adjusted pati ent census is 3.23 in the private sector.
The cur ren t comparable  f igure in the  VA system is 2.15. In order  to narrow  this  very large disparity  and to b ring the  VA in to closer alignment  with conditions in the  private sector, the  AAMC recom­mends that  manpower for the  VA be increased to achieve a staff­ing level of 2.25 employees per adjusted census.
This would require an increase in personnel of 7,000 FTE’s a t a cost of $10 million. This increment for fiscal year 1981 would increase the  fiscal year 1980 budget of the  Department of Medicine and Surgery  only 5.5 percent, relatively modest growth in these infla tionary times.
Another disturbing aspect of the  medical care budget is its  inade­quacy to meet the inst rumenta tion  and equipment needs of the hospitals or to provide improvement in the poor physical condition of many of these instal lations.
The funds allocated to these  two a reas  in the original fiscal year 1981 DM&S budget were approx imately $50 million less tha n needed; reduction from the Jan uary estim ate came from the capi­tal inves tment budget, $131.4 million for equipm ent replacement and $18.6 million for necessary minor improvements.
Unless the  Congress restores funds in this area,  VA facilities will be forced to continue to rely on outda ted technology and ins tru­mentation  for the  laboratory, X-ray rooms, and throu ghou t the hospitals.
This is part icularly  shortsighted, because next year there will only be more “potholes” which will need to be repaired. In essence this is penny-wise pound-foolish false economizing. It should also be noted, and this is extremely important, that  the  VA hospita l system is the first line backup for DOD Hospitals; the need to susta in the ir capacity to serve this  function in uncompromised fashion takes on added significance at  th is time.
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At a minimum, therefore, the  AAMC would hope that  the sub­
committee would restore  the budget for these items to at least the 
fiscal year  1980 level of $210 million.

Lastly, the  Association would urge this  subcommittee to increase  
the number of new residency positions in the  VA. The five new 
State  medical schools c reated  and initially funded by the VA under 
Public Law 94-541 are at the point in t he ir development when the ir 
residency t raining programs should grow rapidly.

The 74 new slots requested  by the Administration  will not be 
adequate to meet the  needs of these emerging affiliations. Without 
a large enough house staff in the  VA hospitals  associated with 
these medical schools, one of the  basic reasons for the  initial in­
vestment in the medical schools will be lost. AAMC urges that  126 
new positions at a cost of $1.5 million be c reated  to ensure a house 
staff  of reasonable  size for these  programs.

Turning now to Medical and Pros thetic  Research, the VA Medi­
cal and Prosthetic  Research Program is a very significant program 
within the VA enterprise and one th at curr ent ly stands in jeopardy 
because of a long period of restr ained funding.

The research program is c ritica lly important to the VA because 
of the inheren t value of research as a contr ibutor to the  improve­
ment of medical care, and because a research environment indi­
rectly improves the  overall qual ity of health care delivered by 
enhancing the  ability  of an inst itution to att rac t and reta in a high 
quality, competent,  well trained and academical ly o riented  medical 
staff.

Despite the  outstanding performance of the  VA Research Pro­
gram in the  past, its budget has failed to grow over the past four 
years.

While the  AAMC is deeply interested  in all components of the 
research program, three programs wa rrant special mention: The 
Investigator Initi ated  Research Program; the Career  Development 
Program, and the  Cooperative Studies effort.

The President proposes to fund the  invest igator init iated re­
search program at the level of $72.5 million. This Federa l int ram u­
ral program is unique in its intense focus on the disease problems 
which are most character istic of the populations of vete rans’ 
hospitals.

Without additional funds, the VA would have to eith er compro­
mise ongoing projects by under funding each or by e liminating  any 
new starts on already approved programs.

The Career Development Program provides the  VA with an op­
portunity to recruit young physicians who have recently completed 
formal training as well as physicians well launched on research 
careers. Experience  has shown that  physicians who ent er the 
system through the  Career Development Program  are highly likely 
to remain at the VA for a very large fraction of their  professional 
lives.

Cooperative Studies is a program unde r which two or more VA 
hospitals agree to jointly part icipate in a research study using a 
common protocol with a study design that  permi ts the pooling of 
the data  collected. Studies of th is type were major elemen ts in the 
VA’s early  research program.
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They date back to 1946 when land mark work was done in the 
area of the  treatm ent  of tuberculosis. More recently, this program 
has supported major research rela ted to hypertension and the  abili­
ty to successfully manage that  illness; resul ts indicate that  the  
death rate from hypertension can be reduced by close to 50 
percent.

In summary, the AAMC would urge the  Congress to increase the 
research budget by $11.4 million in order for the VA resea rch 
program to be able to do more tha n ju st barely  survive.

One of the most serious omissions from the fiscal yea r 1981 
budget is th e lack of funds to implement Public Law 96-151, signed 
into law on December 20, 1979. This law renews Subchapters II, III, 
and IV of Public Law 92-541, authorizing funds for the purpose  of 
hea lth manpower education and train ing.

The Congress authorized $15 million, $25 million and $30 million 
respectively, for these programs in fiscal year 1980, 1981, and 1982.

Ju st one month afte r signing this  legislation into law, the  Pres i­
dent chose not to include funds in his budget for these programs. 
The consequences of such an action should be examined by the 
members of this subcommittee.

The Association agrees with the  decision t ha t the  VA should  not 
fund any additional new medical schools. By the  same token, how­
ever, the AAMC feels that  grants to strengthen  education pro­
grams  in medical schools with VA affiliations have been extraord i­
nari ly successful and that  it would be exceedingly unfortu nate  and 
shorts ighted  if thi s program were not to continue for lack of funds.

While benefits from these programs redounds to the  medical 
schools, the  VA derives substan tial  benefits  in the  form of services 
performed by s tudent s, residents, and faculty, all of whom contrib­
ute to increasing both the  qua ntity and quali ty of the pat ien t care 
provided in VA hospitals.

In those hospitals  where grants  under Subchapte r II have been 
inst rumenta l in establishing teach ing programs in affilia ted hospi­
tals, reports indicate that  the re has been dram atic change in the 
caliber of the medical care delivered and the  morale  of the full­
time VA staff  who willingly part icipa te in the  teach ing function.

The AAMC views the decision by the  President  not to continue 
to fund programs of this type as par ticu larly  shorts ighted,  and 
rcommends that  the Congress appropria te $15 million for gran ts 
under Subchapter II.

The Association apprec iates the  opportunity  to  appear before the  
subcommittee today.

I will be glad to answer any questions you might have.
[The sta tem ent  follows:]
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2 A  A a s s o c ia t io n  o f a m e r ic a n
< 1 1 m e d ic a l  c o lle g e s

TESTIMONY OF THE ASS OCIAT ION  OF AMERICAN 
MEDICAL COLLEGES ON FI SC AL  YEAR 19 81 

APPRO PRIATIONS FOR THE VET ERA N'S ADMIN ISTRATION*

Mr. Chai rm an  an d Me mb ers  o f  th e  S u b co m m it te e :

Th e A s s o c i a t i o n  o f  A m eri can  M e d ic a l C o l l e g e s  a p p r e c ia t e s  th e  
o p p o r t u n it y  t o  a p p e a r  b e f o r e  t h i s  S u b co m m it te e  d u r in g  i t s  d e l i b e r a ­
t i o n s  on th e  FY 81  A p p r o p r ia t io n s  f o r  th e  V e t e r a n 's  A d m in is tr a t io n .
A s yo u  know  th e  A s s o c i a t i o n  r e p r e s e n t s :  a l l  o f  t h i s  n a t i o n 's  126  
m e d ic a l s c h o o ls ,  many o f  w h ic h  h a v e  s tr o n g  an d v i t a l  a f f i l i a t i o n s  
w it h  VA h o s p i t a l s ;  more th a n  400 te a c h in g  h o s p i t a l s ,  in c lu d in g  74 
VA h o s p i t a l s ;  an d o v e r  70 a cad em ic  s o c i e t i e s ,  w hos e me mb ers  a r e  
en g ag ed  in  u n d e rg ra d u a te  an d g r a d u a t e  m e d ic a l e d u c a t io n ,  in  p a t i e n t  
c a r e ,  an d in  b io m e d ic a l an d b e h a v io r a l  r e s e a r c h .  B e c a u se  o f  th e  
h i s t o r i c a l l y  c l o s e  r e l a t i o n s h i p  b e tw e e n  t h e  A s s o c i a t i o n 's  c o n s t i ­
tu e n t  m e d ic a l s c h o o ls  an d te a c h in g  h o s p i t a l s  w it h  th e  VA , th e  AAMC 
i s  d e e p ly  i n t e r e s t e d  in  an d w o r r ie d  a b o u t t h e  l e v e l  o f  a p p r o p r ia ­
t i o n s  f o r  t h e  VA in  FY 81  f o r  m e d ic a l c a r e ,  m e d ic a l an d p r o s t h e t i c  
r e s e a r c h ,  an d a s s i s t a n c e  t o  h e a l t h  man po we r t r a i n i n g  i n s t i t u t i o n s .

Th e AAMC 's s p e c i f i c  i n t e r e s t  i n  th e  VA DM&S b u d g e t  st em s fr om  th e  
d e s i r e  o f  th e  A s s o c i a t i o n  t o  im p ro ve th e  m e d ic a l c a r e  o f f e r e d  to  
t h e  v e t e r a n s  o f  t h i s  c o u n tr y  an d t o  u p g rad e  th e  q u a l i t y  o f  th e
t r a i n i n g  o f f e r e d  by t e a c h in g  p ro gra m s in  VA h o s p i t a l s ---- m ajo r
p r o d u c e r s  o f  many t y p e s  o f  h e a l t h  man po wer . I t  i s  t h e  A s s o c i a t i o n 's  
hop e t h a t  t h e  e f f o r t s  to  c o n t r o l  i n f l a t i o n  an d re d u c e  F e d e r a l 
e x p e n d it u r e s  w i l l  n o t co m pr om is e th e  p ro gra m s o f  th e  D epart m en t 
o f  M e d ic in e  an d S u r g e r y . Th e P r e s id e n t  h as  e x p r e s s e d  h i s  d e s i r e  to  
m a in ta in  an d in c r e a s e  d e f e n s e  e x p e n d it u r e s ;  s u r e l y ,  VA m e d ic a l 
e x p e n d it u r e s  ca n be v ie w e d  a s  d e la y e d  d e fe n s e  c o s t s .

U n f o r t u n a t e ly ,  th e  re co m m en d ati o n s em bod ie d in  th e  P r e s i d e n t 's  
FY 81 a p p r o p r ia t io n  r e q u e s t s  in  th e  a r e a s  o f  m e d ic a l c a r e ,  m e d ic a l 
an d p r o s t h e t i c  r e s e a r c h  an d a s s i s t a n c e  t o  h e a l t h  manpo we r t r a i n i n g  
i n s t i t u t i o n s  a p p e a r  t o  b e  s e r i o u s l y  in a d e q u a te  and l i k e l y  t o  im p act 
a d v e r s e ly  on  th e  f u n c t io n in g  o f  th e  VA h o s p i t a l  s y s te m . T h e r e f o r e ,  
t h e  A s s o c i a t i o n  i s  p r o p o s in g  a l t e r n a t i v e  fu n d in g  l e v e l s  f o r  t h e s e  
p ro g ra m s, a s su m m ar iz ed  in  T a b le s  I  an d I I .

P r e s e n te d  by Jo hn B. H en ry , M .D .,  D ea n, G eo rg eto w n  U n i v e r s i t y  
S c h o o l o f  M e d ic in e , W ash in g to n , D .C . ,  B e f o r e  th e  S u b co m m it te e  
on  H U D -I nde pe nden t A g e n c ie s  o f  th e  Hou se  A p p r o p r ia t io n s  Com m itte e 
on  May 6, 19 80 .
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M e d ic a l C a re

Th e P r e s i d e n t 's  r e v is e d  b u d g e t  f o r  FY 81  p r o p o s e s  $ 5 ,9 99  
m i l l i o n  f o r  m e d ic a l c a r e  f o r  th e  VA , $1 44  m i l l i o n  more th a n  th e  
$ 5 ,8 55  m i l l i o n  a p p r o p r ia te d  f o r  FY 80 , an d $196  m i l l i o n  l e s s  th an  
th e  b u d g e t  o r i g i n a l l y  su b m it te d  t o  th e  C o n g re s s  in  J a n u a r y . Th e 
a v e r a g e  nu mb er o f  f u l l - t i m e  e q u iv a le n t  e m p lo y e e s  p r o p o se d  in  th e
o r i q i n a l  an d r e v i s e d  b u d g e t---- 1 8 5 ,3 1 6 ----- i s  j u s t  59 mor e th a n  f o r
f i s c a l  19 8 0 . Th e A d m in is t r a t io n 's  a p p r o p r ia t io n  r e q u e s t  f o r  m e d ic a l
c a r e  r e f l e c t s  a 2.4 % in c r e a s e  wh en  th e  CP I i s  r i s i n g  r a p i d l y ----
a p p r o x im a te ly  18% in  th e  l a s t  y e a r .  In  r e a l  te r m s , th e  VA w i l l  
a c t u a l l y  b e  o p e r a t in g  d u r in g  th e  19 8 1 f i s c a l  y e a r  a t  a  s i g n i f i c a n t l y  
re d u c e d  l e v e l  u n le s s  t h i s  S u b co m m it te e  an d th e  C o n g re s s  ad d t o  th e  
P r e s i d e n t 's  r e q u e s t .  ,

Th e AAMC h as lo n g  a d v o c a te d  an d a g a in  u r g e s  im pro vem en t i n  
th e  s t a f f i n g  o f  VA h o s p i t a l s .  A c c o r d in g  t o  th e  A m eri ca n  H o s p i ta l  
A s s o c i a t i o n 's  19 78  A n n ual  S u r v e y , th e  a v e r a g e  nu mb er o f  FTE 
e m p lo y ees  p e r  a d ju s t e d  p a t i e n t  c e n s u s  i s  3 .2 3  in  th e  p r i v a t e  
s e c t o r .  Th e c u r r e n t  c o m p arab le  f i g u r e  in  th e  VA sy ste m  i s  2 . 1 5 .
In  o r d e r  t o  n arr o w  t h i s  v e r y  l a r g e  d i s p a r i t y  an d to  b r in g  th e  VA 
i n t o  c l o s e r  a li g n m e n t w it h  c o n d it io n s  in  th e  p r i v a t e  s e c t o r ,  th e  
AAMC reco mmen ds  t h a t  ma np ow er f o r  th e  VA b e  in c r e a s e d  t o  a c h ie v e  
a s t a f f i n g  l e v e l  o f  2 .2 5  em p lo y ees  p e r  a d ju s t e d  c e n s u s . T h is  
w ou ld  r e q u ir e  an i n c r e a s e  in  p e r s o n n e l o f  7, 000 F T E 's ,  a t  a c o s t  o f  
$ 18 0 ,0 0 0 ,0 0 0 . T h is  in c re m e n t f o r  FY 81  w o u ld  in c r e a s e  th e  FY 80
b u d g e t  o f  th e  D ep art m en t o f  M e d ic in e  an d S u r g e r y  o n ly  5 .5 % -----
r e l a t i v e l y  m odest  gro w th  in  t h e s e  i n f l a t i o n a r y  t im e s .

The  A s s o c i a t i o n  w o u ld  a l s o  c a l l  to  t h e  a t t e n t i o n  o f  t h e  Sub­
co m m it te e  t h a t  t h e  p r o j e c t e d  in c r e a s e  in  th e  s t a f f i n g  r a t i o  fr om  
2 .0 4 to  2 .1 5  fr om  19 79  t o  19 8 1 show n in  th e  b u d g e t  may b e  m is ­
le a d in g  in  t h a t  i t  r e f l e c t s  an  o b j e c t i v e  o f  r e d u c in g  th e  a v e r a g e  
le n g t h  o f  s t a y  o f  p a t i e n t s .  A ss um in g t h a t  o b j e c t i v e  ca n  b e  a t t a i n e d  
an d no  o t h e r  ch an g e s  e n s u e , s im p le  a r i t h m e t i c  w o u ld  d e m o n s tra te  a 
re d u c e d  c e n s u s  an d an  im p ro ved  s t a f f i n g  r a t i o .  Th e AAMC s u s p e c t s  
t h a t  in  r e a l i t y ,  an  a lr e a d y  o v erw o rk ed  an d l i m i t e d  s t a f f  o f  
e s s e n t i a l l y  p r e s e n t  s t r e n g t h  w i l l  b e a s k e d  t o  co m p re ss  th e  m e d ic a l 
c a r e  a c t i v i t i e s  r e l a t e d  t o  p a t i e n t  i l l n e s s  i n t o  a  s h o r t e r  p e r io d  
o f  t im e . One n eed  n o t  b e  a m e d ic a l e x p e r t  t o  r e c o g n iz e  th e  im p a ct 
o f  t h i s  a rr a n g em en t on  s t a f f  m o ra le  an d u l t i m a t e l y  p a t i e n t  c a r e .
The  A s s o c i a t i o n  u r g e s  th e  S u b co m m it te e  t o  c a r e f u l l y  c o n s id e r  th e  
c o n s e q u e n c e s  o f  th e  s t a f f i n g  p la n  p r o p o s e d  in  t h e  P r e s i d e n t 's  
B u d g et an d t o  a d o p t t h e  p e r s o n n e l in c r e a s e s  re co mmen de d by 
th e  AAMC.
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A n o th er  d is t u r b in g  a s p e c t  o f  th e  m e d ic a l c a r e  b u d g e t  i s  i t s  
in a d e q u a c y  to  m ee t th e  in s t r u m e n t a t io n  an d eq uip m en t n eed s o f  th e  
h o s p i t a l s  o r  t o  p r o v id e  im pro vem en t in  t h e  p o o r  p h y s i c a l  c o n d it io n  
o f  many o f  th e s e  i n s t a l l a t i o n s .  The  fu n d s  a l l o c a t e d  t o  t h e s e  tw o 
a r e a s  in  th e  o r i g i n a l  FY 31  DM&S b u d g e t  w e re  a p p r o x im a te ly  $50 m i l l i o n  
l e s s  th a n  n eed ed ; y e t  in  t h e  r e v i s e d  19 8 1  b u d g e t , $1 50  m i l l i o n  o f  
th e  $196  m i l l i o n  r e d u c t io n  fr om  th e  J a n u a ry  e s t im a t e  cam e fr om  th e  
c a p i t a l  in v e s tm e n t b u d g e t---- $ 1 3 1 .4  m i l l i o n  f o r  equip m en t r e p l a c e ­
ment an d $ 18 .6  m i l l i o n  f o r  n e c e s s a r y  m in or im p ro vem en ts . U n le s s  
th e  C o n g re ss  r e s t o r e s  fu n d s in  t h i s  a r e a ,  VA f a c i l i t i e s  w i l l  be 
fo r c e d  t o  c o n t in u e  t o  r e l y  on  o u td a te d  t e c h n o lo g y  an d in s tr u m e n ta t io n  
f o r  th e  l a b o r a t o r y ,  x - r a y  ro om s,  an d th r o u g h o u t  th e  h o s p i t a l s .
T h is  i s  p a r t i c u l a r l y  s h o r t s i g h t e d ,  b e c a u s e  n e x t  y e a r  t h e r e  w i l l  o n ly  
b e  more " p o t h o le s "  w h ic h  w i l l  n eed  t o  b e  r e p a i r e d .  In  e s s e n c e  t h i s  
i s  p e n n y -w is e  po un d f o o l i s h  f a l s e  e c o n o m iz in g . I t  s h o u ld  a l s o  b e  
n o te d  t h a t  th e  VA. h o s p i t a l  s y ste m  i s  th e  f i r s t  l i n e  back u p  f o r  DOD 
h o s p i t a l s ;  th e  n eed  to  s u s t a i n  t h e i r  c a p a c i t y  t o  s e r v e  t h i s  
f u n c t io n  in  un co m pr om is ed  fa s h io n  t a k e s  on  ad ded  s i g n i f i c a n c e  a t  
t h i s  t im e . A t a min imu m, t h e r e f o r e ,  th e  AAMC w o u ld  hop e t h a t  th e  
Sub co m m it te e  w o u ld  r e s t o r e  th e  b u d g e t  f o r  t h e s e  it e m s  t o  a t  l e a s t  
th e  FY 198 0 l e v e l  o f  $21 0 m i l l i o n .

L a s t l y ,  t h e  A s s o c i a t i o n  w o u ld  u r g e  t h i s  S u b co m m it te e  t o  
i n c r e a s e  th e  nu mb er o f  new r e s id e n c y  p o s i t i o n s  in  th e  VA . The  f i v e  
new s t a t e  m e d ic a l s c h o o ls  c r e a t e d  an d i n i t i a l l y  fu n d ed  by th e  
VA u n der PL 9 4 -5 4 1  a r e  a t  t h e  p o in t  in  t h e i r  d ev e lo p m e n t wh en  t h e i r  
r e s id e n c y  t r a i n i n g  p ro gra m s s h o u ld  gr ow  r a p i d l y .  Th e 74 new s l o t s  
r e q u e s te d  b y  th e  A d m in is tr a t io n  w i l l  n o t  b e  a d e q u a te  t o  m ee t th e  n eed s 
o f  t h e s e  em erg in g  a f f i l i a t i o n s .  W it h o u t a l a r g e  en ou gh  h o u s e s t a f f  in  
th e  VA h o s p i t a l s  a s s o c i a t e d  w it h  t h e s e  m e d ic a l s c h o o ls ,  on e o f  t h e  b a s i c  
r e a s o n s  f o r  th e  i n i t i a l  in v e s tm e n t  i n  t h e  m e d ic a l s c h o o ls  w i l l  be 
l o s t .  AAMC u r g e s  t h a t  126  new p o s i t i o n s  a t  a c o s t  o f  $ 1 .5  m i l l i o n  
b e c r e a t e d  to  in s u r e  a h o u s e s t a f f  o f  r e a s o n a b le  s i z e  f o r  t h e s e  
p r o g ra m s.

M ed ic a l an d P r o s t h e t i c  R e se a rc h

Th e VA M e d ic a l an d P r o s t h e t i c  R e s e a rc h  Pro gr am  i s  a v e r y  
s i g n i f i c a n t  pro gr am  w it h i n  th e  VA e n t e r p r i s e  and  on e t h a t  c u r r e n t l y  
s ta n d s  in  je o p a r d y  b e c a u s e  o f  a lo n g  p e r io d  o f  r e s t r a i n e d  fu n d in g . 
Th e r e s e a r c h  pro gra m  i s  c r i t i c a l l y  im p o r ta n t  t o  th e  VA b e c a u s e  o f  
th e  in h e r e n t  v a lu e  o f  r e s e a r c h  a s a c o n t r i b u t o r  to  th e  im pr ov em en t 
o f  m e d ic a l c a r e ,  an d b e c a u s e  a r e s e a r c h  e n vir o n m e n t i n d i r e c t l y  
im p ro ves th e  o v e r a l l  q u a l i t y  o f  h e a l t h  c a r e  d e l i v e r e d  by en h a n cin g  
th e  a b i l i t y  o f  an  i n s t i t u t i o n  t o  a t t r a c t  an d r e t a i n  a h ig h ly  
c o m p e te n t,  w e l l  t r a i n e d  an d a c a d e m ic a ll y  o r ie n t e d  m e d ic a l s t a f f .
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D e s p ite  th e  o u ts ta n d in g  p e rfo rm a n c e  o f  th e  VA r e s e a r c h  p ro gra m  
in  th e  p a s t ,  i t s  b u d g e t  h a s  f a i l e d  t o  gr ow  o v e r  th e  p a s t  f o u r  y e a r s .  
M o re o v e r, d e s p i t e  C o n g r e s s io n a l la n g u a g e  t o  th e  c o n t r a r y ,  i n  FY 80 th e  VA m e d ic a l r e s e a r c h  b u d g e t  w as  fo r c e d  t o  a b so rb  mor e th an  $2 
m i l l i o n  o f  t h e  O c to b e r  p ay r a i s e  w h ic h  r e s u l t e d  in  an  e f f e c t i v e  
d e c r e a s e  in  th e  r e s e a r c h  b u d g e t  fr om  FY 19 7 9 .

W h il e  th e  AAMC i s  d e e p ly  i n t e r e s t e d  in  a l l  co m ponen ts  o f  th e  
r e s e a r c h  p ro gra m , t h r e e  p ro gra m s w a r r a n t  s p e c i a l  m en ti o n : t h e  I n v e s t i ­
g a t o r  I n i t i a t e d  R e se a rc h  P ro gra m ; th e  C a r e e r  D evelo p m en t P ro gra m ; 
an d th e  C o o p e r a t iv e  S t u d ie s  e f f o r t .  The P r e s id e n t  p r o p o s e s  to  
fu n d  t h e  i n v e s t i g a t o r  i n i t i a t e d  r e s e a r c h  p ro gra m  a t  t h e  l e v e l  o f  
$ 7 2 .5 . T h is  F e d e r a l in tr a m u r a l p ro gra m  i s  u n iq u e  in  i t s  in t e n s e  
fo c u s  on  th e  d i s e a s e  p ro b le m s w h ic h  a r e  m os t c h a r a c t e r i s t i c  o f  th e  
p o p u la t io n s  o f  v e t e r a n s  h o s p i t a l s .  W it h o u t a d d i t i o n a l  fu n d s , th e  
VA w o u ld  h av e  to  e i t h e r  co m pro m is e o n g o in g  p r o j e c t s  by  u n d e rfu n d in g  
e a c h  o r  b y  e l im in a t in g  an y new  s t a r t s  on  a lr e a d y  a p p ro v e d  p r o g ra m s. To  
a v o id  t h i s  h ap p en in g  t o  any l a r g e  e x t e n t ,  th e  A s s o c i a t i o n  e n c o u r a g e s  
th e  S u bco m m it te e to  i n c r e a s e  th e  P r e s i d e n t 's  re co m m en d ati on  o f  $ 7 2 .5  
m i l l i o n  t o  $80 m i l l i o n .  T h is  a d d i t i o n a l  $ 7 .5  m i l l i o n  w o u ld  p e r m it  
a p p ro v e d  r e s e a r c h  p ro gra m s t o  r e c e i v e  th e  l e v e l  o f  fu n d in g  reco mmen de d by th e  m e r it  r e v ie w  b o a r d s .

Th e C a r e e r  D evelo p m en t pro gra m  p r o v id e s  th e  VA w it h  an  o p p o r­
t u n i t y  t o  r e c r u i t  you ng p h y s ic ia n s  who h ave  r e c e n t l y  co m p le te d  
fo r m a l t r a i n i n g  a s w e l l  a s  p h y s ic ia n s  w e l l  la u n c h e d  on  r e s e a r c h  
c a r e e r s .  E x p e r ie n c e  h as show n t h a t  p h y s ic ia n s  who  e n t e r  th e  sy ste m  
th ro u g h  th e  C a r e e r  D evelo p m ent Pro gr am  a r e  h i g h l y  l i k e l y  t o  re m ain  
a t  t h e  VA f o r  a v e r y  l a r g e  f r a c t i o n  o f  t h e i r  p r o f e s s i o n a l  l i v e s .
In  o r d e r  t o  ex p an d  th e  s i z e  o f  t h i s  p ro gra m  t o  ac co m m od at e th e  a p p o in t ­
ment o f  new  a p p l i c a n t s  a t  a r e a s o n a b le  e n t r y  l e v e l  s a l a r y ,  th e  
A s s o c i a t i o n  w o u ld  rec om me nd an  a p p r o p r ia t io n  o f  $ 14 ,0 0 0 ,0 0 0  an  
in c r e a s e  o f  $ 2 .2  m i l l i o n  o v e r  th e  P r e s i d e n t 's  re co m m en d ati o n .
C u r r e n t ly ,  t h e r e  a r e  a b o u t 200 r e c i p i e n t s  o f  t^ e s e  a w a rd s , a lm o s t  
a l l  o f  whom a r e  p h y s i c i a n s .  Th e P r e s i d e n t 's  B u d g et r e q u e s t  w o u ld  
kee p  t h i s  pro gr am  a t  i t s  p r e s e n t  s i z e .  By  in c r e a s i n g  th e  a p p r o p r ia ­
t i o n  by th e  am ou nt  reco mmen de d by t h e  AAMC, t h e  em plo ym en t l e v e l  
w o u ld  be r a i s e d ,  a s w o u ld  a l s o  th e  s i z e  o f  th e  p o o l o f  p h y s i c i a n s
t h a t  c o u ld  be e x p e c te d  t o  s t a y  w ith  th e  VA th r o u g h o u t  t h e i r  c a r e e r .

C o o p e r a t iv e  S t u d ie s  i s  a p ro gra m  u n d er w h ic h  tw o o r  mor e VA 
h o s p i t a l s  a g r e e  t o  j o i n t l y  p a r t i c i p a t e  in  a r e s e a r c h  s tu d y  u s in g  
a common p r o t o c o l  w ith  a s tu d y  d e s ig n  t h a t  p e r m it s  t h e  p o o l in g  o f  
th e  d a ta  c o l l e c t e d .  S t u d ie s  o f  t h i s  ty p e  w ere  m a jo r  e le m e n ts  in  
th e  V A 's  e a r l y  r e s e a r c h  p ro g ra m . They  d a te  b a c k  t o  19 46 wh en 
la ndm ar k w on ; w as  do ne ' in  t h e  a r e a  o f  th e  t r e a tm e n t  o f  t u b e r ­
c u l o s i s .  More r e c e n t l y ,  t h i s  pro gra m  h as s u p p o r te d  m a jo r  
r e s e a r c h  r e l a t e d  t o  h y p e r t e n s io n  an d th e  a b i l i t y  t o  s u c c e s s f u l l y  
man ag e t h a t  i l l n e s s ;  r e s u l t s  i n d i c a t e  t h a t  th e  d e a th  r a t e  fr om
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h y p e r te n s io n  ca n  b e re d u ced  b y  c l o s e  t o  50%. Th e P r e s id e n t  h as 
r e q u e s te d  $ 9 .8  m i l l i o n  f o r  t h e  C o o p e r a t iv e  S t u d ie s  P ro gra m . In  
o r d e r  t o  s u p p o rt  a t  l e a s t  h a l f  o f  t h o s e  s t u d i e s  a p p ro v e d  f o r  
fu n d in g , th e  A s s o c i a t i o n  w o u ld  rec om me nd  an  a p p r o p r ia t io n  o f  $ 1 1 .5  
m i l l i o n  f o r  FY 8 1.

In  su mm ary, th e  AAMC w o u ld  u r g e  th e  C o n g r e s s  t o  in c r e a s e  th e  
r e s e a r c h  b u d g e t  b y  $ 1 1 .4  m i l l i o n  i n  o r d e r  f o r  th e  VA r e s e a r c h  
pro gr am  to  b e  a b le  t o  do mo re th a n  j u s t  b a r e l y  s u r v i v e .

A s s is t a n c e  t o  H e a lt h  Ma np ow er T r a in in g  I n s t i t u t i o n s

One o f  th e  m ost  s e r i o u s  o m is s io n s  fr om  th e  FY 81  B u d g et i s  th e  
la c k  o f  fu n d s t o  im ple m ent PL 9 6 - 1 5 1 ,  s ig n e d  i n t o  la w  on  Dec em be r 20 , 
19 7 9 . T h is  la w  re new s S u b c h a p te rs  I I ,  I I I ,  an d IV  o f  PL 9 2 -5 4 1 , 
a u t h o r iz in g  fu n d s f o r  th e  p u rp o se  o f  h e a l t h  ma np ow er e d u c a t io n  and  
t r a i n i n g .  S p e c i f i c a l l y ,  a u t h o r i t y  w as  g r a n t e d  t o  th e  A d m in is tr a t o r  
o f  th e  VA:

•  To  p r o v id e  g r a n t s  t o  m e d ic a l s c h o o ls  p r e s e n t l y  
a f f i l i a t e d  w it h  VA m e d ic a l f a c i l i t i e s  t o  im pro ve 
an d exp an d p h y s ic ia n  t r a i n i n g ;

•  To  p r o v id e  g r a n t s  t o  p u b l i c  an d p r i v a t e  e d u c a t io n a l  
i n s t i t u t i o n s  a f f i l i a t e d  w it h  VA m e d ic a l f a c i l i t i e s  
t o  in c r e a s e  th e  nu mb er o f  p r o f e s s i o n a l  an d t e c h n i c a l  
h e a l t h  c a r e  p e r s o n n e l;  an d

•  To  s u p p o r t  th e  re m o d e li n g  an d im pro ve m en t o f  VA 
f a c i l i t i e s  t o  en han ce  th e  t r a i n i n g  an d e d u c a t io n  
o f  h e a l t h  c a r e  p e r s o n n e l.

Th e C o n g re ss  a u t h o r iz e d  $15  m i l l i o n ,  $25  m i l l i o n  an d $30 m i l l i o n ,  
r e s p e c t i v e l y ,  f o r  t h e s e  p ro gra m s in  F Y ' s 80 , 8 1 , an d 82 .

J u s t  one mo nth  a f t e r  s ig n in g  t h i s  l e g i s l a t i o n  i n t o  la w , th e  
P r e s id e n t  c h o s e  n o t t o  in c lu d e  fu n d s  i n  h i s  B u d g et f o r  th e s e  
p ro g ra m s. The c o n s e q u e n c e s  o f  su ch  an  a c t i o n  s h o u ld  b e  ex am in ed  
by th e  me mb ers  o f  t h i s  S u b co m m it te e .

C u r r e n t ly ,  t h e r e  a r e  18  g r a n t s  d is b u r s e d  t o  a cad em ic  i n s t i t u ­
t i o n s  u n der S u b c h a p te r  I I ,  a s  w e l l  a s  g r a n t s  t o  th e  f i v e  s t a t e  
m e d ic a l s c h o o ls  e s t a b l i s h e d  u n der S u b c h a p te r  I .  Th e P r e s i d e n t 's  
r e v i s e d  b u d g e t  p r o p o s e s  t o  c a r r y  o v e r  u n o b l ig a t e d  fu n d s fr om  th e  
p r e v io u s  f i s c a l  y e a r  to  FY 1 9 8 1 . W h il e  th e  c a r r y o v e r  w i l l  p r o v id e  
s u f f i c i e n t  fu n d s to  m ee t c u r r e n t  co m m it m en ts , t h e r e  i s  no money  
p r o v id e d  f o r  new g r a n t s  t o  th e s e  i n s t i t u t i o n s  o r  t o  o t h e r s  e l i g i b l e  
f o r  p a r t i c i p a t i o n .
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Th e A s s o c i a t i o n  a g r e e s  w it h  t h e  d e c i s i o n  t h a t  th e  VA s h o u ld  

n o t  fu n d  any a d d i t i o n a l  new m e d ic a l s c h o o ls .  By  th e  sam e to k e n , 
h o w ev e r, t h e  AAMC f e e l s  t h a t  g r a n t s  t o  s t r e n g t h e n  e d u c a t io n  
p ro gra m s in  m e d ic a l s c h o o ls  w ith  VA a f f i l i a t i o n s  h av e  b e en  e x t r a ­
o r d i n a r i l y  s u c c e s s f u l  an d t h a t  i t  w o u ld  b e e x c e e d in g ly  u n fo r t u n a t e  
an d s h o r t s i g h t e d  i f  t h i s  pro gr am  w ere  n o t  t o  c o n t in u e  f o r  la c k  o f  
fu n d s . E xam ple s o f  w h er e t h i s  g r a n t  mo ney  h as been  p u t t o  e x c e p ­
t i o n a l l y  good  u se  in c lu d e :

•  L o u is ia n a  S t a t e  U n i v e r s i t y  S h r e v e p o r t  an d th e  
S h r e v e p o r t  VA: Th e $ 2 .7  m i l l i o n  g r a n t  w h ic h  t e r m in a te s  
t h i s  y e a r  a f t e r  f i v e  y e a r s  w as  d e s ig n e d  t o  h e lp  LSU 
ex pan d i t s  c l a s s  s i z e  an d i t s  s t a f f i n g  o v e r  th e  f i v e  
y e a r  p e r io d .  LSU h as a p p a r e n t ly  m et  a l l  o f  th e  o r i g i n a l  
g o a ls  e s t a b l i s h e d  in  th e  g r a n t  a p p l i c a t i o n  a lm o s t  
p r e c i s e l y .

•  M e d ic a l C o l le g e  o f  P e n n s y lv a n ia  an d th e  P h i la d e lp h ia  VA :
Th e $6 m i l l i o n  d o l l a r  g r a n t  h e r e  h as  b een  u se d  t o
i n i t i a t e  a  p r im a ry  c a r e  e d u c a t io n  p ro gra m , p r o v id e  
a d d i t i o n a l  s t a f f i n g  t o  t h e  m e d ic a l s c h o o l an d th e  VA , 
an d s t r e n g t h e n  th e  c o n t in u in g  e d u c a t io n  pro gr am  a t  th e  
m e d ic a l c e n t e r .

•  U n i v e r s i t y  o f  F lo r i d a  an d th e  G a i n e s v i l l e  VA : T h is  
g r a n t  o f  $ 1 .8  m i l l i o n  s u p p o r te d  th e  d ev e lo p m e n t o f  a 
f o u r  c o u n ty  r u r a l  h e a l t h  p ro gra m , e x p a n s io n  o f  th e  VA 
a m b u la to r y  c a r e  u n i t s  in  G a i n e s v i l l e  an d J a c k s o n v i l l e ,  
an d p r o v id e d  fu n d s f o r  th e  c o n s t r u c t i o n  o f  an  e d u c a ­
t i o n a l  f a c i l i t y  a t  th e  G a i n e s v i l l e  VA h o s p i t a l .

•  W ri g h t S t a t e  U n i v e r s i t y  an d t h e  D ayto n  VA : W rig h t S t a t e  
U n i v e r s i t y  i n i t i a l l y  s u p p o r te d  a s  a S u b c h a p te r  I  s c h o o l ,  
i s  now a f u l l y  a c c r e d i t e d  m e d ic a l s c h o o l an d th u s  w o u ld  
now b e e l i g i b l e  f o r  S u b c h a p te r  I I  fu n d s .

W h il e  b e n e f i t  fr om  t h e s e  p ro gra m s re d o u n d s to  th e  m e d ic a l s c h o o ls  
th e  VA d e r i v e s  s u b s t a n t i a l  b e n e f i t s  i n  t h e  fo rm  o f  s e r v i c e s  p e rfo rm e d  
b y  s t u d e n t s ,  r e s i d e n t s ,  an d f a c u l t y ,  a l l  o f  whom c o n t r i b u t e  t o  i n ­
c r e a s i n g  b o th  th e  q u a n t i t y  an d q u a l i t y  o f  th e  p a t i e n t  c a r e  p r o v id e d  
in  VA h o s p i t a l s .  In  t h o s e  h o s p i t a l s  w h ere  g r a n t s  u n d er S u b c h a p te r  I I  
h av e  b een  in s tr u m e n ta l i n  e s t a b l i s h i n g  t e a c h in g  p ro g ra m s i n  a f f i l i a t e d  
h o s p i t a l s ,  r e p o r t s  i n d i c a t e  t h a t  t h e r e  h as  b een  d r a m a tic  ch an g e  in  th e  
c a l i b r e  o f  th e  m e d ic a l c a r e  d e l i v e r e d  an d t h e  m o ra le  o f  th e  f u l l  ti m e  
VA s t a f f  who w i l l i n g l y  p a r t i c i p a t e  in  th e  t e a c h in g  f u n c t i o n .

Th e AAMC v ie w s  t h e  d e c i s i o n  by t h e  P r e s id e n t  n o t  t o  c o n t in u e  
t o  fu n d  p ro gra m s o f  t h i s  ty p e  a s  p a r t i c u l a r l y  s h o r t s i g h t e d ,  an d 
recomme nd s t h a t  th e  C o n g re s s  a p p r o p r ia t e  $ 15  m i l l i o n  f o r  g r a n t s  
u n der S u b c h a p te r  I I .

Th e A s s o c ia t io n  a p p r e c i a t e s  th e  o p p o r t u n it y  t o  a p p e a r  b e f o r e  
th e  S u b co m m it te e  to d a y . I w i l l  b e g la d  t o  a n sw er an y q u e s t io n s  
y o u  m ig h t h a v e .

63 -2 77  0 - 8 0 - 1 2
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Mrs. Boggs. I am sorry everyone had to go to vote.
We are  delighted to have you with us and we th ank you for your 

splendid testimony.
I was especially interested in the  affiliations with the  medical 

schools and, as you know, in New Orleans we have a splendid 
cooperative effort among Vete rans  Hospital, LSU Medical School, 
Tulane Medical School and Char ity Hospital, which are  all togeth­
er in one area. Would these programs that are not being funded 
which jus t last December were signed into law adversely impact  
upon a  s ituation such as that?

Dr. Henry. Yes; I believe they will. I thin k you can look in any 
one of those categories in terms of w hether it is the medical care 
itsel f or in terms of whether it is th e research or in the  manpower, 
to the last exte nt in the manpower.

Mrs. Boggs. It is pointed out in your testimony that  Louisiana  
State  University at Shreveport and the  Shreveport VA Hospital 
seem to have a gran t which is terminat ing th is year.

Dr. Henry. As you may know, the VA Hospital made it possible 
to really launch the medical school at LSU at Shreveport, and it 
was only unti l a year ago that  they got the ir own independent 
hospital, so this is a very interdependent relationship.

Mrs. Boggs. It is something that  is really  needed with the State 
because Shreveport is fa r away from New Orleans, where the main 
medical campus is located, and the  Unive rsity has a history of 
cooperating  wi th the VA Hospital there .

I was distressed to hea r that  they  were not going to get this 
grant.

Dr. Henry. It is a good example of how the  gra nt money has 
been expended, so why isn’t it managed?

Mrs. Boggs. I should ask, because Mr. Coughlin has not come 
back, I should ask you about the  Medical College of Pennsylvania 
and the Philadelph ia VA, on page 6 of your testimony.

Dr. Henry. This has been used to init iate  a prim ary care pro­
gram, first  contact medical care yield additional staff to the  school 
and the VA in strengthening the  continuing education program at 
the Medical Center.

The emphasis on ambulatory  care mand ates the  medical schools 
and VA Hospitals to tool up and expand this importa nt method of 
delivery of medical care services, and this gra nt appears to be a 
subs tant ial thrus t in tha t direction.

Mrs. Boggs. Well, we do thank you and, of course, admire you a t 
Georgetown—not only the facilities you offer but the  good advice 
that  you provide to the  Congress f rom t ime to time.

We are  very grateful  for your testimony.
Dr. Henry. I am delighted.
Thank you.
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Environmental Protection Agency

WITNESSES

RONALD SPIGG LE, MAYOR OF THE CITY OF APPOMATTOX, VA., REP­
RESENTING THE NATIONAL LEAGUE OF CITIES

W. R. BRITTON, JR., TOWN MANAGER
DENNIS BASS,  LEGISLATIVE COUNSEL, NATIONAL LEAGUE OF CITIES

Mrs. Boggs. Our next witness is Mr. Spiggle, Mayor of th e City 
of Appomattox, Virginia.

Mr. Spiggle. I have asked to accompany me to the table  Mr. 
Dennis Bass, who is the Legislative Counsel for the  National 
League of Cities, and Mr. William R. Britton, who is my City 
Manager.

I am Ronald Spiggle, the Mayor of Appomattox, Virginia.
I am here today on beha lf of the  National League of Cities to 

convey the  views of the  Nation’s munic ipal officials on the Envi­
ronmental  P rotection Agency’s fiscal 1981 budget.

My comments will be concerned prim arily  with appropriations 
for Section 201 of th e Clean Water Act. But I would ask that  our 
full statement on funding for othe r EPA programs and for the 
Department of Housing and Urban Development be included in the 
hearing record.

Mrs. Boggs. It will ce rtainly be done.
Mr. Spiggle. The National League of Cities has been a strong 

supporter  of Federal legislation to protec t public health and the 
environment. Over the  last decade, EPA has been given mandates 
by Congress in a number of complex and difficult pollution abate­
ment areas.

We have consistently supported the Adm inistration’s and this 
subcommittee’s efforts in the last  few years  to increase funding for 
Federal environmental programs so that  adequate resources are 
committed to achieving the legislative mandates for a cleaner, 
safer environment.

This year, faced with extr aord inary pressu res to balance the 
fiscal 1981 budget, the  President did not recommend any perma­
nent reduction in funding for envi ronmenta l programs in his 
March budget revisions, aside from across-the-board reductions in 
operations  and administrative  expenditures.

The lack of s ignificant reductions is a recognition that meeting 
environmental mandates already in place will require  an increas­
ing level of Federal  resources.

Consequently, NLC in general suppor ts the Pres iden t’s reques t 
on EPA’s fiscal 1981 budget.

Wastewater Trea tmen t Facilities Gra nt Program,  Section 201, 
NLC is especially concerned that  this  subcommittee approve the 
$3.7 billion level of funding for th e wastewater  treatm ent  construc­
tion grant program requested by the Pres iden t in both his Jan uary 
budget and in his revised March budget.

The impact of a reduction below the Administ ration’s reques t 
will have a magnified effect through succeeding years. Indications  
from Congress that  funding for the 201 program will fall or become 
unstable will make local governments hes itan t to begin planning 
and design activities.
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The situa tion is complicated this  year by the  Adm inis trat ion’s 
proposal to defer fur ther obligations of fiscal year 1980 funds in 
order to reduce outlays in fiscal year  1981 by $95 million. The 
Administra tion proposes only a temp orary  deferra l; EPA will 
resume obligations of $400 million fiscal year 1980 funds in Sep­
tember, with a balance to be “unfrozen” in fiscal 1981.

Even if a deferral is only t emporary, it will have a severe impact 
on a t least  19 States  t ha t are expected to spend all the ir fiscal y ear 
1980 funds before September.

These States cannot begin to obligate the ir allotments of fiscal 
year 1980 funds; the ir construction program activities mus t the re­
fore be suspended. This will inte rrupt the  momentum necessa ry for 
efficient projects; bonds issued to pay the  local share will be 
unused; contracts signed in antic ipation of awards may be 
breached, and inflation will add significantly to the cost of defe rred 
projects.

For many local governments, an unten able  political and financial 
situa tion has been c reated  by the deferra l.

But an equal danger, it seems to us, is that  Congress may con­
vert  this tempo rary deferral into a perm anent reduction by cutting 
the fiscal yea r 1981 appropriation.

In summary , it is evident to us that the deferral of fiscal year  
1980 funds will cause serious dislocations in construction programs 
in h alf  the States. A reduction in the  fiscal year  1981 appropria tion 
below the $3.7 billion reques t will spread  the  disruption to the  
othe r h alf  of the States  in  upcoming years.

In the meant ime, however, we believe it is imperative that  Con­
gress provide an adequate appro priat ion to enable State and local 
governments to achieve the mand ated goals and timetables of the 
Federa l Clean Water Act.

While NLC unde rstands and sympath izes with the need for a 
balanced Federal budget, our Board of Directors has stat ed that  as 
long as Federa l mandates remain in place the  Federal Government  
must continue  its assistance to help State and local governments 
meet those mandates.

The President  has proposed a fiscal year 1981 funding level for 
the 201 program that meets this  requ irement within  the  frame­
work of a balanced budget. We hope this  subcommittee will adopt 
his recommendation.

In genera l, NLC endorses the levels of funding requested for 
othe r environmental  programs. Even though there is no real 
growth in the  EPA budget, we believe the requested levels are 
appropriate , given the budgetary res tra ints in effect.

EPA has made clear its intent  to negotia te “Sta te/E PA agree­
ment” with every State in order to integra te categorical environ­
mental programs. We un ders tand the  advantages of integra ted en­
vironm ental programs.

But we believe there is a  clear danger that  carefully-constructed 
statutory and regulatory requirements  for local government in­
volvement and consultation will be undermined  or c ircumvented in 
these agreements.

While this might provide some marg inal benefits in program 
efficiency, we believe the political costs to  e nvironmental programs 
would be substan tial.
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NLC has repeatedly cautioned EPA against undermining the 
local role in environmen tal programs; we would ale rt this subcom­
mittee to th is developing problem.

Finally, our comments to this subcommittee often speak of Fed­
eral program mandates which mus t be accompanied by Federal 
funding to assist local and State  governments  with compliance.

But ther e is increasing disagreement over the  appropria te level 
of Federal, State  and local contr ibutions for environmental pro­
grams. There are  increasing instances of Federa l mandates for 
which ther e is little or no Federa l aid, such as requirements  to 
upgrade or close open dumps under RCRA or to meet regulat ions 
for removal of organic contamin ants  under the  Safe Drinking 
Water Act.

The increasing concern of city officials about  the mandated cost 
issue has prompted NLC’s Policy Committee or Energy and Envi­
ronmental Quality, consisting of 200 municipal officials, to init iate  
an extensive examination of this issue.

It is our hope to provide some new ideas and direction  in  this era 
of budgetary res tra int  a t all levels of government.

Mr. Chairman, I appreciate the oppor tunity you have given me 
to express  our views on this issue, and I might  add, sir, that I have 
used abbreviated remarks  due to th e time element.

[The stateme nt follows:]
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Good a ft e r n o o n . I' am  R on al d  S p ig g le ,  th e  Mayor o f  A ppom at to x,  
V i r g i n i a .  I' m  h e re  to d ay  on b e h a lf  o f  th e  N a t io n a l Leagu e o f  C i t i e s  
to  co n vey th e  v ie w s o f  th e  n a t i o n 's  m u n ic ip a l o f f i c i a l s  on  th e  
E n vir o n m en ta l P r o te c t io n  A g e n c y 's  f i s c a l  19 8 1 b u d g e t. My com ments 
w i l l  be  co n ce rn ed  p r im a r i ly  w it h  a p p r o p r ia t io n s  f o r  S e c t io n  20 1 o f  
th e  C le an  W at er  A c t . But I w ou ld  ask  t h a t  our f u l l  s ta te m e n t  on 
fu n d in g  f o r  o th e r  EPA pr og ra m s and f o r  th e  D ep art m en t o f  H ou sing 
an d Urban  D ev el op m en t be  in c lu d e d  in  th e  h e a r in g  r e c o r d .

The  N a tio n a l Lea gu e o f  C i t i e s  has  bee n  a s t r o n g  s u p p o r te r  o f  
f e d e r a l  l e g i s l a t i o n  to  p r o t e c t  p u b l ic  h e a lt h  and th e en v ir o n m en t.
Ove r th e  l a s t  d ec a d e , EPA h as bee n  g iv e n  m an da te s by  C o n g re ss  in  a 
num ber  o f  co m pl ex  an d d i f f i c u l t  p o l l u t i o n  abate m en t a r e a s .  We hav e 
c o n s i s t e n t l y  su p p o rt e d  th e  A d m in is tr a t io n 's  and  t h i s  S u b co m m it te e 's  
e f f o r t s  in  th e  l a s t  fe w  y e a r s  t o  in c r e a s e  fu n d in g  f o r  f e d e r a l  e n v ir o n ­
m en ta l pr og ra m s so  t h a t  ad eq u ate  r e s o u r c e s  a re  co m m it te d  to  a c h ie v in g  
th e  l e g i s l a t i v e  m an da te s f o r  a c le a n e r ,  s a f e r  e n vir o n m en t.

T h is  y e a r ,  fa c e d  w it h  e x t r a o r d in a r y  p r e s s u r e s  to  b a la n c e  th e 
f i s c a l  19 81 b u d g e t, th e  P r e s id e n t  d id  n o t recommen d an y pe rm an en t 
r e d u c tio n  in  fu n d in g  f o r  e n v ir o n m e n ta l pr og ra m s in  h i s  Ma rch  
b u d g et r e v i s i o n s ,  a s id e  from  a c r o s s - t h e - b o a r d  r e d u c t io n s  in  o p e r a ­
t io n s  and  a d m in is t r a t iv e  e x p e n d itu r e s . The la c k  o f  s i g n i f i c a n t  
r e d u c tio n s  i s  a r e c o g n it io n  t h a t  m eeti n g  e n v ir o n m e n ta l m an da te s 
a lr e a d y  in  p la c e  w i l l  r e q u ir e  an in c r e a s in g  l e v e l  o f  f e d e r a l  r e s o u r c e s

C o n s e q u e n tl y , NLC in  g e n e r a l s u p p o rts  th e  P r e s i d e n t 's  r e q u e s t  
f o r  E PA 's  f i s c a l  19 81 b u d g e t.

•  W ast ew ate r T re atm en t F a c i l i t i e s  G ra n t Pr og ra m  ( S e c tio n  201)

NLC i s  e s p e c i a l l y  co n cern ed  t h a t  t h i s  Subco m m itte e ap p ro ve th e  
$ 3 .7  b i l l i o n  l e v e l  o f  fu n d in g  f o r  th e  w a s te w a te r  tr e a tm e n t co n ­
s t r u c t i o n  g r a n t  pr og ra m  r e q u e s te d  by  th e  P r e s id e n t  in  b o th  h is  
Jan u ary  b u d g e t and  in  h is  r e v is e d  Ma rch  b u d g e t. _The $ 3 .7  b i l l i o n  
f o r  f i s c a l  19 81 i s  th e  b e g in n in g  o f  th e  A d m in is t r a t io n 's  lo n g -r a n g e  
p la n  to  r o l l  o u t a p p r o p r ia t io n s  o v e r  th e  n e x t  fe w  y e a r s  to  re a ch  
th e  f u l l  a u th o r iz e d  $5 b i l l i o n  l e v e l  in  f i s c a l  19 85.

We su p p o rt t h i s  g ra d u a te d  in c r e a s e  in  20 1 fu n d in g  b e c a u se  we 
b e l i e v e  t h a t  th e  fu nds a re  nee ded  and w i l l  be u se d . EPA e s t im a te s  
t h a t  th e r e  w i l l  be  an in c r e a s in g  num ber o f  m aj or p r o j e c t s  in  th e  
n e x t  fe w  y e a r s  t h a t  w i l l  co m p le te  a lo n g  p la n n in g  and a p p ro v a l 
p r o c e s s  and w i l l  be  re a d y  f o r  o b l i g a t i o n .  M o re o ver,  20 1 pro gr am s in  
a numb er o f  s t a t e s  w i l l  g a in  s i g n i f i c a n t  momentum in  th e  n e x t  fe w 
y e a r s  w it h  a c o rr e s p o n d in g  in c r e a s e  in  o b l i g a t i o n s  an d o u t la y s .  We 
c o n s e q u e n tly  a g re e  w it h  E P A 's  a sse ssm en t t h a t  $ 3 .7  b i l l i o n  i s  nee ded  
in  FY 19 81 to  in s u r e  t h a t  th e  maximum numb er o f  s t a t e s  r e c e iv e  
s u f f i c i e n t  fu n d s to  c o n tin u e  pr og ra m  a c t i v i t i e s .

In  th e  p a s t ,  th e  ar gu m en t has  bee n made t h a t  la r g e  u n o b li g a te d  
b a la n c e s  make  th e  20 1 pro gr am  r ip e  f o r  r e d u c t io n s .  T h is  y e a r  a 
new ar gu m en t has  bee n  made f o r  c u t s ,  b ase d  on th e  d e f e r r a l  in  20 1 
pr og ra m  o u t la y s  p ro p o se d  by th e  a d m in is t r a t io n  as p a r t  o f  i t s  e f f o r t
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t o  b a la n c e  th e  FY 81 b u d g e t . I  w o u ld  l i k e  t o  b r i e f l y  a d d r e s s  e a c h  
o f  t h e s e  c o n c e r n s :

•  I t  i s  t r u e  t h a t  u n o b l i g a t e d  b a l a n c e s  in  t h e  20 1 p ro g ra m  c u r r e n t l y  
e x c e e d  $6 b i l l i o n .  N e v e r t h e l e s s ,  o b l i g a t i o n s  in  f i s c a l  19 79  
e x c e e d e d  E P A 's  e s t i m a t e  b y  $800 m i l l i o n ,  an d i n  f i s c a l  19 80  
o b l i g a t i o n s  h a d  b e e n  e x p e c t e d ,  p r i o r  t o  t h e  f r e e z e  on  o b l i g a t i o n s ,  
t o  e x c e e d  $ 4 .8  b i l l i o n .  EPA e s t i m a t e d  t h a t  c a r r y o v e r  u n o b l i g a ­
t e d  b a l a n c e s  w o u ld  b e  r e d u c e d  b y  $2 b i l l i o n  i n  f i s c a l  19 80  an d 
1 9 8 1 . C l e a r l y ,  t h e  mom entu m o f  th e  p ro g ra m  i s  on  t h e  u p s w in g .

A t  an y  r a t e ,  a l a r g e  u n o b l i g a t e d  b a la n c e  d o e s  n o t  i n d i c a t e  
o v e r f u n d in g  o f  t h e  p ro g ra m  o r  l a c k  o f  n e e d . In  a p ro g ra m  o f  t h i s  
s i z e  ( o v e r  $2 5 b i l l i o n  h a s  b e e n  o b l i g a t e d  s i n c e  19 7 2 ) an d c o m p l e x i t y  
( p la n n in g ,  d e s ig n  an d c o n s t r u c t i o n  c a n  t a k e  up  t o  t e n  y e a r s  t o  

c o m p l e t e ) , i t  i s  n o t  e x c e s s i v e  f o r  a l a r g e  p o r t i o n  o f  t h e  fu n d s  t o  
b e  u n u se d  f o r  a t im e . M o r e o v e r , a s  t h i s  S u b c o m m it te e  k n o w s, o n e 
o f  t h e  r e a s o n s  f o r  a l a r g e  u n o b l i g a t e d  b a la n c e  i s  t h e  s t a t e  
a l l o c a t i o n  s y s te m  w h ic h  q ^ d e r fu n d s  s t a t e s  w i t h  f a s t - m o v i n g  p ro g ra m s  
an d o v e r f u n d s  s t a t e s  w i t h  s lo w e r - m o v in g  p r o g r a m s .

The im p a c t  o f  a r e d u c t io n  b e lo w  t h e  A d m i n i s t r a t i o n 's  r e q u e s t  
w i l l  h a v e  a m a g n i f i e d  e f f e c t  t h r o u g h  s u c c e e d in g  y e a r s .  I n d i c a t i o n s  
fr o m  C o n g r e s s  t h a t  f u n d in g  f o r  t h e  20 1 p ro g ra m  w i l l  f a l l  o r  be co m e 
u n s t a b l e  w i l l  make l o c a l  g o v e r n m e n ts  h e s i t a n t  t o  b e g in  p la n n in g  
an d d e s i g n  a c t i v i t i e s .  Th e r a t e  o f  o b l i g a t i o n  in  f u t u r e  y e a r s  
w i l l  t h e r e b y  b e  s i g n i f i c a n t l y  s lo w e d  an d th e  p ro g ra m  w i l l  th e n  
e n t e r  a n o t h e r  s lu m p . C o n g r e s s  c a n  e n s u r e  a s e l f - f u l f i l l i n g  
p r o p h e c y  b y  n o t  d e m o n s t r a t in g  i t s  co m m it m en t t o  a d e q u a te  f u n d in g  
f o r  t h e  p ro g ra m .

•  The s i t u a t i o n  i s  c o m p l ic a t e d  t h i s  y e a r  b y  t h e  A d m i n i s t r a t i o n 's  
p r o p o s a l  t o  d e f e r  f u r t h e r  o b l i g a t i o n s  o f  FY 19 80  fu n d s  i n  o r d e r  
t o  r e d u c e  o u t l a y s  in  FY 1 9 8 1  b y  $95 m i l l i o n .  The A d m i n i s t r a t i o n  
p r o p o s e s  o n l y  a te m p o r a r y  d e f e r r a l ;  EPA w i l l  re su m e o b l i g a t i o n s  o f  
$40 0 m i l l i o n  in  19 80  fu n d s  i n  S e p te m b e r , w i t h  t h e  b a la n c e
t o  be  " u n f r o z e n "  in  f i s c a l  1 9 8 1 .

E ven  i f  th e  d e f e r r a l  i s  o n l y  t e m p o r a r y , i t  w i l l  h a v e  a 
s e v e r e  im p a c t  on  a t  l e a s t  19  s t a t e s  t h a t  a r e  e x p e c t e d  t o  sp e n d  
a l l  t h e i r  FY 19 7 9  fu n d s  b e f o r e  S e p te m b e r . T h e s e  s t a t e s  c a n n o t  
b e g in  t o  o b l i g a t e  t h e i r  a l l o t m e n t s  o f  FY 19 80  fu n d s ;  t h e i r  
c o n s t r u c t i o n  p ro g ra m  a c t i v i t i e s  m u st t h e r e f o r e  be s u s p e n d e d . T h is  
w i l l  i n t e r r u p t  t h e  mo mentum n e c e s s a r y  f o r  e f f i c i e n t  p r o j e c t s ;  b o n d s 
i s s u e d  t o  p a y  t h e  l o c a l  s h a r e  w i l l  b e  u n u s e d ; c o n t r a c t s  s ig n e d  
i n  a n t i c i p a t i o n  o f  a w a r d s  may b e  b r e a c h e d ;  an d i n f l a t i o n  w i l l  ad d  
s i g n i f i c a n t l y  t o  t h e  c o s t  o f  d e f e r r e d  p r o j e c t s .  F o r  man y l o c a l  
g o v e r n m e n ts , an  u n t e n a b le  p o l i t i c a l  an d  f i n a n c i a l  s i t u a t i o n  h a s  
b e e n  c r e a t e d  b y  t h e  d e f e r r a l .

B u t an  e q u a l  d a n g e r , i t  seem s t o  u s ,  i s  t h a t  C o n g r e s s  may 
c o n v e r t  t h i s  te m p o r a r y  d e f e r r a l  i n t o  a p e rm a n e n t r e d u c t i o n  b y 
c u t t i n g  t h e  FY 1 9 8 1  a p p r o p r i a t i o n .  The H o u s e 's  f i r s t  b u d g e t  
r e s o l u t i o n  h a s  a l r e a d y  r e d u c e d  t h e  t a r g e t  f o r  th e  20 1 p ro g ra m  
t o  $ 3 .3  b i l l i o n .  Y e t  s im p ly  b e c a u s e  t h e r e  h a s  b e e n  a d e f e r r a l
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o f  fu nds doe s n o t mean t h a t ,  in  th e  s h o r t  ru n , t h e r e  i s  a 
c o rr e s p o n d in g  sl o w  down in  th e  num ber  o f  p r o j e c t s  m ov in g to  th e  
o b l i g a t i o n  p h ase. By Sep te m b er,  when  FY 1980  fu n ds a re  a g a in  
a v a i l a b l e ,  th e r e  w i l l  be  a b a c k lo g  o f  p r o j e c t s  re a d y  f o r  o b l i g a ­
t io n  t h a t  w i l l  con sume  th e  d e f e r r e d  fu n d s .

In  sum mary, i t  i s  e v id e n t  to  us  t h a t  th e  d e f e r r a l  o f  FY 1980 
fu nds w i l l  c a u se  s e r io u s  d i s l o c a t i o n s  in  c o n s t r u c t io n  pr og ra m s 
in  h a l f  th e  s t a t e s .  A r e d u c tio n  in  th e  FY 19 8 1 a p p r o p r ia t io n  
belo w  th e  $ 3 .7  b i l l i o n  r e q u e s t  w i l l  s p r e a d  th e  d is r u p t io n  to  th e 
o th e r  h a l f  o f  th e  s t a t e s  in  up co m ing y e a r s .

As  I n o te d  a b o v e , i t  has becom e e v id e n t  t h a t  on e o f  th e  m aj or 
re a so n s  f o r  un ev en  o b l i g a t i o n  o f  201 c o n s t r u c t io n  fu n d s i s  th e  
c u r r e n t  me tho d o f  a l l o c a t i n g  th e s e  fu nds to  s t a t e s .  NLC has  en co u ra g ed  
th e  a u t h o r iz in g  co m m it te es in  b o th  H ou se s to  im pro ve th e  fl o w  and 
o b l i g a t i o n  o f  fu n d s th ro u gh  su ch  m echa nism s as  e x te n d in g  th e 
o b l i g a t i o n  p e r io d  to  th r e e  y e a r s  (w hi ch  th e  A d m in is tr a t io n  has  en dors ed) 
o r  by  e s t a b l i s h i n g  a "b o rro w in g  p o o l"  w her eb y s t a t e s  t h a t  ca n use  
e x t r a  fu n d s in  on e y e a r  ca n  te m p o r a r il y  borr ow  from  s t a t e s  who can n o t 
use  t h e i r  20 1 fu n d s in  t h a t  y e a r . The Ho use h as a lr e a d y  p a sse d  
H.R . 41 13  w hic h a u t h o r iz e s  a "s e co n d  t i e r "  20 1 a p p r o p r ia t io n  eac h  
y e a r  fo r  th o s e  s t a t e s  t h a t  d em o n st ra te  th e y  ca n use  th e  fu n d s. As 
y e t  th e  S e n ate  a u t h o r iz in g  co m m it te e has  n o t a c te d  on  s im i la r  p r o p o s a ls . 
We ho pe  t h a t  C o n g re ss  w i l l  ta k e  f i n a l  a c t io n  in  1980 on t h i s  l e g i s l a ­
t io n  w hic h w i l l  a l l e v i a t e  a m aj or  o b s t a c l e  to  e x p e d ite d  o b l i g a t i o n  
o f  c o n s t r u c t io n  fu n d s.

In  th e  m ea ntim e,  h o w ever,  we b e l i e v e  i t  i s  im p e r a t iv e  t h a t  
C o n g re ss  p r o v id e  an a d eq u ate  a p p r o p r ia t io n  to  e n a b le  s t a t e  and  
l o c a l  gover nm en ts  to  a c h ie v e  th e  m an da ted g o a ls  and t im e t a b le s  o f  
th e  f e d e r a l  C le an  W at er  A c t . W hil e  NLC u n d e rs ta n d s an d sy m p ath iz e s  
w it h  th e ne ed  f o r  a b a la n c e d  f e d e r a l  b u d g e t, ou r B oa rd  o f  D ir e c to r s  
has  s t a te d  t h a t ,  as  lo n g  as f e d e r a l  m an da te s re m ai n in  p la c e ,  th e  
f e d e r a l  go ve rn m en t must c o n tin u e  i t s  a s s is t a n c e  to  h e lp  s t a t e  and  
l o c a l  go vern m en ts  m ee t th o s e  m an date s.  Th e P r e s id e n t  h as  p ro p o se d  
an FY 19 8 1 fu n d in g  l e v e l  f o r  th e  201 pr og ra m  t h a t  m ee ts  t h i s  
re q u ir e m e n t w ith in  th e  fr am ew or k o f  a b a la n c e d  b u d g e t. We ho pe  
t h i s  Subco m m itte e w i l l  a d o p t h is  re co m m en dat io n.

O th er E n vir o n m en ta l Pr og ra m s

In  g e n e r a l ,  NLC e n d o rse s  th e  l e v e l s  o f  fu n d in g  re q u e s te d  
f o r  o th e r  e n v ir o n m e n ta l pro gra m s.  Even th ou gh th e r e  i s  no r e a l  
gr ow th  in  th e  EPA b u d g e t, we b e l i e v e  th e  re q u e s te d  l e v e l s  a re  
a p p r o p r ia t e , g iv e n  th e  b u d g e ta ry  r e s t r a i n t s  in  e f f e c t .  In  p a r t i c u l a r ,  
we draw a t t e n t io n  to  th e  f o l lo w in g  r e q u e s t s :

•  Of m aj or im p o rt an ce  to  N LC's  members i s  th e  s u c c e s s  o f  th e  pr og ra m  
to  c o n t r o l  h azard o u s w a s te s  unde r S u b t i t l e  C o f  RCRA. F or t h i s  
re a s o n , we s u p p o rt th e r e q u e s t  f o r  $ 14 7 .5  m i l l io n  f o r  th e  s o l i d  
w a s te  pr og ra m . T h is  i s  an  in c r e a s e  o f  $47 m i l l i o n ,  m os t o f  w hic h
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w i l l  go  to w ard s im ple m en ti n g th e  new r e g u la t o r y  pr og ra m  under  
S u b t i t l e  C.  E s s e n t i a l  to  th e  f e d e r a l  pro gr am  i s  a 61  p e r c e n t  
in c r e a s e  ( to  $30 m il l io n )  in  s t a t e  h azard o u s w a s te  man ag em en t 
g r a n t s . S t a t e s  and  l o c a l  govern m en ts  h ave  a lr e a d y  d em o n st ra te d  
a co mmi tm ent to  h azard o u s w aste  c o n t r o l  th ro u gh  s u b s t a n t i a l  
e x p e n d it u r e s  o f  t h e i r  re v e n u e s . We b e l i e v e  t h a t  f e d e r a l  fu n d in g  
in c r e a s e s  a r e  a ls o  e s s e n t i a l  i f  th e  g e n e r a t io n ,  t r a n s p o r t a t i o n  
and  d is p o s a l  o f  m i l l io n s  o f  to n s  o f  h azard o u s w a s te  p ro du ce d  
each  y e a r  a re  to  be  a d e q u a te ly  c o n t r o l l e d .

E q u a ll y  im p o rta n t i s  th e  c a p a b i l i t y  to  d e a l w it h  u n c o n tr o ll e d  
r e le a s e s  fro m ab an do ne d an d c lo s e d  s i t e s ,  a p ro ble m  t h a t  s t a t e s  
an d l o c a l  gover nm en ts  a re  c u r r e n t ly  co p in g  w it h  a lo n e . NLC has  
su p p o rt e d  exp an d in g  th e  a u t h o r i t y  and f i n a n c i a l  a b i l i t y  o f  th e  
f e d e r a l  go ver nm en t to  d e a l w it h  th e s e  s i t e s ,  w hic h  a re  p o s in g  an 
in c r e a s in g  d an ger to  p u b l ic  h e a lt h  a c r o s s  th e  c o u n tr y . A lt h o u g h  
we hav e en d o rs ed  an in d u s tr y -b a s e d  fe e  sy st em  to  p r o v id e  fu n d in g , 
we ho pe  t h i s  Subco m m itte e w i l l  p r o v id e  an y f e d e r a l  a p p r o p r ia t io n  
w hic h may be  r e q u ir e d  in  th e  f i n a l  a u t h o r iz in g  l e g i s l a t i o n .

•  We s u p p o rt th e  in c r e a s e  to  $ 8 7.7  m i l l io n  f o r  s t a t e  a i r  q u a l i t y  
pr og ra m s under  S e c t io n  105 o f  th e  C le an  A ir  A c t . G iv en  th e  
in c r e a s in g  r e s p o n s i b i l i t i e s  t h a t  a re  b e in g  as su med  by  s t a t e
and l o c a l  go vern m en ts , su ch  as a d m in is t r a t io n  o f  th e  p r e v e n tio n  o f  
s i g n i f i c a n t  d e t e r i o r a t i o n  pro gra m , we b e l i e v e  th e  $5 m i l l io n  
in c r e a s e  o v e r  f i s c a l  1980 i s  m odest . M os t s t a t e  im p le m e n ta ti o n  
p la n  r e v is io n s  fo r  n o n -a tta in m e n t a r e a s  a re  now ap p ro ved  an d in  
th e  im p le m e n ta ti o n  p h a s e . We b e l i e v e  t h a t  th e  p a r t  l o c a l  g o v e rn ­
men ts p la y e d  in  th e  p la n  r e v i s i o n s  under  S e c t io n  17 4 o f  th e  C le an  
A ir  A c t  h as d em o n st ra te d  th e  im p o rt a n ce  o f  a c o n tin u in g  r o l e  f o r  
l o c a l  o f f i c i a l s  in  a i r  q u a l i t y  p ro gra m s.  A lt h o u g h  th e  a u t h o r iz a ­
t io n  t h a t  in s u r e d  t h i s  r o l e  un der S e c t io n  17 5 e x p ir e s  in  f i s c a l  
19 80 , NLC b e l i e v e s  i t  i s  im p o rta n t to  p r o v id e  f o r  some l e v e l  o f  
c o n tin u in g  l o c a l  in v o lv e m en t f o r  b o th  n o n -a tta in m e n t and  PSD 
p ro gra m s,  p erh ap s th ro u gh  a s m a ll  in c r e a s e  and  earm a rk in g  o f  
S e c t io n  105 g r a n t s .  NLC a p p r e c ia te s  th e  i n i t i a t i v e  t h i s  Su b­
co m m it te e d em o n st ra te d  in  19 78  when yo u p r o v id e d  fu n ds under  
S e c t io n  1 7 5 , an d we ho pe  yo u r i n t e r e s t  in  l o c a l  in v o lv e m e n t in  th e  
a i r  pro gr am  w i l l  c o n t in u e .

•  NLC s u p p o rts  th e  r e q u e s t  o f  $34 m i l l io n  f o r  S e c t io n  208 o f  th e  
C le an  W at er  A c t . T h is  pr og ra m  i s  e v i d e n t ly  b e in g  a d m i n i s t r a t i v e ly  
r e o r i e n t e d  by  EPA from  an a re a w id e  p la n n in g  pr og ra m  to  a d em on st ra ­
t io n  pr og ra m  f o r  n o n -p o in t  s o u r c e  c o n t r o l .  N o n -p o in t s o u r c e s  
c e r t a i n l y  m e r it  in c r e a s e d  a t t e n t i o n  from  EPA and C o n g re s s . 
N e v e r t h e le s s ,  we e x p e c t  th e  a u t h o r iz in g  co m m it te es to  d ete rm in e
i f  th e  208 pr og ra m  i s  th e  v e h i c l e  by  w h ic h  to  fo c u s  on  th e  
n o n -p o in t so u rc e  pro ble m .

•  NLC h as  a lw ays bee n  a s tr o n g  s u p p o r te r  o f  th e  N o is e  C o n tr o l A c t .
I t  has  bee n e v id e n t  to  us t h a t  t h i s  i s  on e pro gr am  a r e a  t h a t  has  
a lw ays bee n  s i g n i f i c a n t l y  u n d erf u n d ed . The  r e q u e s t  f o r  $ 12 .9  
m i l l io n  a g a in  t h i s  y e a r  doe s n o t  acco mmod ate th e  a c t i v i t i e s  
c a l l e d  f o r  in  th e  A c t . Of more c o n c e r n , h o w ever,  i s  th e  u se s  to  
w h ic h  a p p r o p r ia te d  fu n ds a re  b e in g  a l l o c a t e d  by  th e  a g e n c y . Even
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th o u g h  t h e  Q u ie t  C o m m u n it ie s  A c t  o f  197 8  d i r e c t e d  EPA t o  r e d u c e  
i t s  r e g u l a t o r y  a c t i v i t i e s  an d b o o s t  i t s  s t a t e  an d l o c a l  a s s i s t a n c e  
a c t i v i t i e s ,  t h e  t h r u s t  o f  E P A 's  a c t i v i t i e s  r e m a in s  h e a v i l y  
r e g u l a t o r y .  We w o u ld  a s k  t h e  S u b c o m m it te e  t o  g i v e  re n ew ed  
d i r e c t i o n "  t o  EPA i n  l i n e  w i t h  t h e  s t a t u t o r y  i n t e n t  o f  t h e  N o is e  
C o n t r o l  A c t  a s  am en ded .

•  EPA  h a s  ma de c l e a r  i t s  i n t e n t  t o  n e g o t i a t e  " S t a t e / E P A  a g r e e m e n t s " 
w i t h  e v e r y  s t a t e  i n  o r d e r  t o  i n t e g r a t e  c a t e g o r i c a l  e n v ir o n m e n t a l 
p r o g r a m s . We u n d e r s t a n d  t h e  a d v a n t a g e s  o f  i n t e g r a t e d  e n v ir o n m e n t a l 
p ro g r a m s . B u t we b e l i e v e  t h e r e  i s  a c l e a r  d a n g e r  t h a t  c a r e f u l l y -  
c o n s t r u c t e d  s t a t u t o r y  an d  r e g u l a t o r y  r e q u ir e m e n t s  f o r  l o c a l  g o v e r n ­
m en t in v o lv e m e n t  an d c o n s u l t a t i o n  w i l l  b e  u n d e rm in e d  o r  c i r c u m ­
v e n t e d  i n  t h e s e  a g r e e m e n t s . W h il e  t h i s  m ig h t  p r o v i d e  so me m a r g in a l 
b e n e f i t s  i n  p ro g ra m  e f f i c i e n c y ,  we  b e l i e v e  t h e  p o l i t i c a l  c o s t s
t o  e n v ir o n m e n t a l p ro g ra m s  w o u ld  b e  s u b s t a n t i a l .  NLC h a s  r e p e a t e d l y  
c a u t i o n e d  EPA a g a i n s t  u n d e r m in in g  t h e  l o c a l  r o l e  i n  e n v ir o n m e n t a l 
p ro g ra m s ; we w o u ld  a l e r t  t h i s  S u b c o m m it te e  t o  t h i s  d e v e lo p in g  
p ro b le m .

•  F i n a l l y ,  o u r  co m m en ts  t o  t h i s  S u b c o m m it te e  o f t e n  s p e a k  o f  f e d e r a l  
p ro g ra m  m a n d a te s  w h ic h  m ust  b e  a c c o m p a n ie d  b y  f e d e r a l  f u n d in g  to  
a s s i s t  l o c a l  an d s t a t e  g o v e r n m e n ts  w i t h  c o m p l ia n c e . B u t t h e r e
i s  i n c r e a s i n g  d is a g r e e m e n t  o v e r  t h e  a p p r o p r i a t e  l e v e l  o f  
f e d e r a l ,  s t a t e  an d l o c a l  c o n t r i b u t i o n s  f o r  e n v ir o n m e n t a l  p r o g r a m s . 
T h e re  a r e  i n c r e a s i n g  i n s t a n c e s  o f  f e d e r a l  m a n d a te s  f o r  w h ic h  
t h e r e  i s  l i t t l e  o r  no  f e d e r a l  a i d ,  s u c h  a s  r e q u ir e m e n t s  t o  u p g r a d e  
o r  c l o s e  op en  dump s u n d e r  RCRA o r  t o  m e e t r e g u l a t i o n s  f o r
re m o v a l o f  o r g a n i c  c o n t a m in a n t s  u n d e r  t h e  S a f e  D r in k in g  W a te r A c t .

Th e i n c r e a s i n g  c o n c e r n  o f  c i t y  o f f i c i a l s  a b o u t  t h e  m an d ate d  c o s t  
i s s u e  h a s  p ro m p te d  N L C 's  p o l i c y  c o m m it te e  on  e n e r g y  an d e n v i r o n ­
m e n ta l q u a l i t y ,  c o n s i s t i n g  o f  200 m u n ic ip a l  o f f i c i a l s ,  to  i n i t i a t e  
an  e x t e n s i v e  e x a m in a t io n  o f  th e  i s s u e .  I t  i s  o u r  h o p e  t o  p r o v id e  
so me  new i d e a s  an d  d i r e c t i o n  in  t h i s  e r a  o f  b u d g e t a r y  r e s t r a i n t  a t  
a l l  l e v e l s  o f  g o v e r n m e n t.

D e p a rtm e n t o f  H o u sin g  & U rb an D e v e lo p m e n t FY 1 9 8 1  B u d g e t

•  Co m m un ity D e v e lo p m e n t B lo c k  G ra n t

Th e L e a g u e  s t r o n g l y  u r g e s  th e  C o m m it te e  t o  fu n d  th e  Co m m un ity 
D e v e lo p m e n t B lo c k  G r a n t  p ro g ra m  a t  i t s  p r o p o s e d  a u t h o r i z a t i o n  
l e v e l  o f  $ 3 .9 5  b i l l i o n .  T h is  l e v e l  o f  f u n d in g  w i l l  p r o v id e  
a s s i s t a n c e  t o  n e a r l y  2 ,2 0 0  s m a ll  c i t i e s  an d d i r e c t  e n t i t l e m e n t  
f u n d in g  t o  662 m e t r o p o l i t a n  c i t i e s  an d  u rb a n  c o u n t i e s  in  a l l  
r e g i o n s  o f  t h e  n a t i o n .  Th e CDBG p ro g ra m  h a s  s i g n i f i c a n t l y  
im p r o v e d  t h e  a b i l i t y  o f  c i t i e s  t o  m o b i l i z e  r e s o u r c e s  t o  d e a l  w i t h  
t h e  p r o b le m s  o f  h o u s i n g ,  n e ig h b o r h o o d  c o n s e r v a t i o n ,  an d  r e ­
v i t a l i z a t i o n .



We a l s o  s u p p o r t  th e  a d m i n i s t r a t i o n 's  p r o p o s e d  a p p r o p r i a t i o n  
o f  $40 m i l l i o n  f o r  S e c t i o n  70 1 p l a n n i n g .  T h is  p ro g ra m  
i n c r e a s e s  th e  c a p a c i t y  o f  S t a t e s ,  l o c a l  g o v e r n m e n t an d a r e a w id e  
p la n n in g  b o d ie s  to  d e v e lo p  an d a d a p t  p la n s  w h ic h  a d d r e s s  m u l t i -  
j u r i s d i c t i o n a l  u rb a n  p r o b le m s .

•  U rb an D e v e lo p m e n t A c t i o n  G ra n t

NLC s t r o n g l y  s u p p o r t s  t h e  $675  m i l l i o n  r e q u e s t e d  f o r  t h e  
U rb an D e v e lo p m e n t A c t i o n  G r a n t P ro g ra m  (U DAG ). In  j u s t  tw o 
y e a r s ,  UDAG h a s  d e m o n s tr a t e d  t h a t  d i s t r e s s e d  c i t i e s  ca n  make 
s i g n i f i c a n t  p r o g r e s s  in  l e v e r a g i n g  t h e  p r i v a t e  e c o n o m ic  
in v e s t m e n t  n e c e s s a r y  t o  c r e a t e  jo b s  an d s p u r  r e v i t a l i z a t i o n  e f f o r t s .

•  S e c t i o n  312  R e h a b i l i t a t i o n  Lo an

We s u p p o r t  t h e  a p p r o p r i a t i o n  o f  $1 24  m i l l i o n  r e q u e s t e d  f o r  
t h e  S e c t i o n  31 2 R e h a b i l i t a t i o n  Loan p ro g ra m . T h is  p ro g ra m  i s  
p a r t i c u l a r l y  v a l u a b l e  d u r in g  p e r i o d s  o f  t i g h t  m on ey,  whe n c o n ­
v e n t i o n a l  hom e im p ro v e m e n t lo a n s  a r e  b e y o n d  t h e  r e a c h  o f  
v i r t u a l l y  a l l  lo w -a n d  m o d e r a te  in c o m e f a m i l i e s .

•  H o u sin g  A s s i s t a n c e

We s t r o n g l y  e n d o r s e  a d e q u a te  fu n d in g  t o  s u p p o r t  t h e  A dm in ­
i s t r a t i o n ' s  b u d g e t  r e q u e s t  o f  30 0,0 00 S e c t i o n  8 an d p u b l i c  
h o u s in g  u n i t s .  As h o u s in g  c o s t s  c o n t in u e  t o  r i s e  d r a m a t i c a l l y ,  
f u e l e d  b y  h i g h  i n t e r e s t  r a t e s  an d s p i r a l i n g  i n f l a t i o n ,  th e  
a v a i l a b i l i t y  o f  a f f o r d a b l e  h o u s in g  c o n t i n u e s  t o  d e c r e a s e  f o r  a l l  
in com e g r o u p s . Th e g r e a t e s t  im p a c t , h o w e v e r , i s  on  t h o s e  wh o ca n  
l e a s t  a f f o r d  h o u s i n g , lo w -a n d  m o d e r a te  in com e c i t i z e n s .

NLC a l s o  s u p p o r t s  HUD 's c o m p r e h e n s iv e  m o d e r n i z a t io n  i n i t i a t i v e  
The $50 m i l l i o n  in  c o n t r a c t  a u t h o r i t y  an d $1  b i l l i o n  i n  b u d g e t  
a u t h o r i t y  r e q u e s t e d  f o r  t h i s  p ro g ra m  w i l l  h e lp  .t o  s a v e  many u n i t s  
fr o m  f u r t h e r  d e t e r i o r a t i o n  im m e d ia t e ly  an d t h u s  c o n t r i b u t e  t o  t h e  
p r e s e r v a t i o n  o f  o u r  e x i s t i n g  p u b l i c  h o u s in g  s t o c k .

We w o u ld  f u r t h e r  u r g e  t h a t  t h e  m ix  o f  new , r e h a b i l i t a t e d ,  an d 
e x i s t i n g  u n i t s  m ust  c o n t in u e  t o  r e f l e c t  l o c a l l y  i d e n t i f i e d  h o u s in q  n e e d s  c o n t a i n e d  in  th e  H o u sin g  A s s i s t a n c e  P la n  (H AP).  T h e s e  p la n s  

n e c e s s a r y  c o n n e c t io n  b e tw e e n  l o c a l  co m m u n it y  d e v e l o p ­m en t s t r a t e g i e s  an d  h o u s i n g .
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Mr. Traxler. Well, you have been very pat ient and we would be 
willing to give you the rest of the evening.

Mr. Spiggle. I th ank  you, bu t I need to go home.
Mrs. Boggs. Mr. Chairman, he asked and was given permission 

to submit the  en tire  s tatemen t for the record.
Mr. Spiggle. I might like to add tha t, if I can, to br ing this  more 

closely to t ell you what this does in a local community  from which 
I come.

At the present time our EPA project for a wastewater  facility 
has been deferred unti l September of 1980, and as I have stated,  I 
thin k that  the wait unt il this  time will greatly add to its cost. I 
realize that this committee does not have a lot to do with the 
mandates , but I think the strong  point that  I need to make is t ha t 
if Congress m andates the  rules, then I would hope that  they would 
assist local governments by funding the  requi rements that  we have 
to meet.

Mr. Traxler. Do you yourse lf or the  National League of Cities 
have concerns over the Safe Drinking Water Act? I would imagine 
ther e is an exposure ther e of a tremendous  liability to the cities of 
this country to comply with that  Act.

Mr. Spiggle. Yes, sir. Mr. Bass, who is the  Legislative Counsel 
who I asked to accompany me for the  NRC, may want to address 
that .

Mr. Bass. We have expressed severa l times to the authorizing 
committees our concern about the  cost of compliance with the 
organic regulations. As the Mayor says, we are engaged now in a 
study to try  to come up with a bet ter  definition of wha t mandated 
costs a re for cities that are mandated by the Federa l Government, 
and to suggest perhaps some new ways in which we can cope with 
these  costs in this  era of budgetary rest rain ts. But our committees 
have been very concerned with the costs of the Safe Drinking 
Water Act.

Mr. Spiggle. I might also add, Mr. Chairman, that it is a  heavy 
burden on a small community, as I have stated , from which I am 
from, to try  to meet all of these  regula tions, and to be perfectly 
frank with you, without  funding a small community  such as mine 
appears headed out of existence. We are  unable, because of inad­
equate  staffing, to really meet the  great many regulat ions imposed 
upon us without adequate funding  from Congress.

Mr. Traxler. What is the  population  of Appomattox?
Mr. Spiggle. Our population-----
Mrs. Boggs. It was reduced significantly in the 1860’s?
Mr. Spiggle. Yes, it was. I would say that  t he 1980 census would 

probably show us somewhere in the  vicinity of sixteen to seventeen 
hundred people. I thin k the  smal ler the community, the more 
burden  is placed upon us.

Another thing  that  I might  add in my community  is that  ap­
proximately three years ago we did a  s tudy there that  showed that 
670 percent of the heads of households were aged 62 and over, so 
you can imagine what  this would do to t ry to fund.

Mr. Traxler. They would be very concerned about proper ty 
taxes.

Mr. Spiggle. Very much so.
Mr. Traxler. They are living on reduced incomes.
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Mr. Spiggle. And I would like to add also t ha t in my community 
we are  debt-free. We would like to stay that  way. I don’t know how 
long we will be able to continue, and the  last  two years  we have 
reduced our budgets without corresponding reduction in service.

Mr. Traxler. How big an item is your snow-removal budget?
Mr. Spiggle. Mr. Brit ton.
Mr. Britton. I am Bill Britton.  I am the  Town Manager.
We are real lucky. We work with the  state , and the sta te has 

taken over most of the maintenance, and so forth, of our roads. We 
have got less t han  $20,000 in our snow-removal budget.

Mr. Traxler. We thank  you, Mayor, for coming and speaking to 
us.

Mrs. Boggs. There  is something I would like to ask the  Mayor, 
with your indulgence, please, Mr. Chairm an. In the  201 program 
that  you addressed most of your  remarks  to, we had this  problem 
last  year, and of course it continues to occur when you have some 
unobligated funds left over. It  is very difficult where you are trying 
to cut a budget down to see them sitting there, and then  be asked 
to fund ext ra monies. But isn’t it a fact that  often the delays in 
being able to spend those outlays  is because the  towns and the 
cities canno t actua lly come up with the  amount of monies that  
they need to expend themselves, in order  to cooperate with the 
program?

Mr. Spiggle. I can answer for Appomattox.
Mrs. Boggs. Right.
Mr. Spiggle. It is difficult. Our share—I believe Mr. Britton will 

correct me if I am wrong—approaches $800,000 to $1 million. I 
realize that  to a lot of people th at  is not a lot of money, but  to a 
small community  such as ours, it is extremely hard to come up 
with that amount of money. I guess the  hardes t part is I think  we 
are able to borrow the  money maybe from FHA, for instance, but 
the hard  p art  comes in repaying it.

Mrs. Boggs. Right.
Mr. Spiggle. And that  greatly increases the  cost of service that people are already paying for.
Mrs. Boggs. Also the  sta te has to make a prior ity list, and you 

have to get on tha t list. But then  the  s tate  really has more listings 
tha n they have money to go around and you cannot get a gra nt 
from the  Federa l government unt il the  sta te says you must fund a 
specific trea tment  plant, with a specific proposal.

So the  local community must  w ait to have all of these  items and 
requi rements fall into line, and then frequently they must  scram­ble to ge t the  local funds  to be able to comply with  all of the  other 
regulations, and this takes  time.

Mr. Spiggle. It certa inly does.
Mrs. Boggs. But once having gone through the bonding process 

and having gone through all of the other processes by which you 
convince the  local citizens t ha t this  is something t ha t is needed and 
something  that  you have to pay for, then you have a very difficult 
time going through the  process quickly enough so tha t by the end 
of th at  fiscal year you have been able to spend the funds, and that  
is what backs up these funds, as I understand it from several local 
organizations.

Mr. Spiggle. T hat is correct.
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Mr. Britton. If I may, Mr. Mayor and Mr. Traxler, one problem 
tha t we have, and you mentioned it there . You have to convince 
the local people. Well, if we go wi th our existing system the  way i t 
has been described now according to EPA, we will increase the cost 
to our customers 1100 percent per month, and that is a tremendous 
amount for people that  are over 62 years of age. I could sit down 
for an hour and a hal f and explain  to you exactly what you ta lked 
about, the time it has taken us, because of the change in jus t 
regulations, not in the  act itself  but in regula tions. We have been 
put back th ree  and a  half  years.

Mrs. Boggs. How would a  regulation that  was complied with by 
the Congress impact upon you if EPA funds certain large national 
priority items ahead of others?

Mr. Britton. We would not be able to fund it, and the problem is 
the mandate is still there , and the  regulatory  agencies are still 
forcing us to do it. T hat  is our problem.

Mrs. Boggs. I trust, Mr. Counsel, you have made those views 
known to EPA?

Mr. Bass. Yes, we have.
Mrs. Boggs. Than k you, Mr. Chairman.
Mr. Traxler. Thank you, gen tlemen.
Mr. Spiggle. T hank  you very much, Mr. Chairman.
Mr. Traxler. The Committee s tands adjourned.
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Wednesday, May 7, 1980. 
Federal Emergency Management Agency 

WITNESS

HON. JIM LLOYD, A REPR ESENTATIVE IN CONGRESS FROM THE STATE 
OF CALIFORNIA

Mr. Traxler. The Committee will come to order.
We want to welcome our distinguished colleague, the  Honorable Jim Lloyd of California, who is here  to present some testimony on the  FEMA appropr iations .
Mr. Lloyd. Thank you very much.
I would like to take  this oppor tunity to tha nk you and the 

committee for the  opportunity to make a presentation today on a very important situa tion which involves not only my area in South­
ern California, the  35th Congressional District , but  Southern  Cali­
fornia  as well, because all of Southern  California is materia lly affected by the  recen t floods which occurred.

As a ma tter of fact, San Bernardino suffered over $20 million in damages to priva te and public facil ities.
Three  people died and 21 were injured in the  recen t floods of Jan uary. I would like to take  this opportuni ty and ask unanimous consent, Mr. Chairman, to submit the  t estimony for Supervisor Bob 

Hammock, who is unable to atte nd all the  way from California, and the  reasons I th ink  a re apparent .
This also includes cha rts listing  flood damage in both Los Ange­

les and San Bernardino Counties. We suppo rt OMB’s request of February 28 for $314 million for FEMA and, as you probably will note, Clair Burgener and my colleagues sent  43 lett ers from the California  delegation asking to speed th e funding.
The Flood Control Districts  a re very much dependent not only on the ir local taxes b ut they are heavily impacted by some of the local things that  have occurred there , including Proposition 13, so we can get the help as quickly as possible so that  we can repair the  damage before we have another  heavy flooding situat ion.
Los Angeles County suffered $56 million in damages and San Bernardino County suffered about  $8.1 million in damages to the flood control a rea.
With all of tha t, Mr. Chairm an, I think clearly  that  states our position.
The testimony is clear, and I tha nk you for the  opportuni ty to appear in front  of th is important committee today.
[The stat eme nt follows:]

(191)

6 3 -2 7 7  0 - 8 0 - 1 3
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May 7 , 19 80

STATEMENT OF ROBERT HAMMOCK, SUPERVISOR 
SAN BERNARDINO COUNTY, CALIFORNIA
BEFORE THE SUBCOMMITTEE ON HUD-INDEPENDENT AGENCIES 
COMMITTEE ON APPROPRIATIONS 
U .S . HOUSE OF REPRESENTATIVES
SUPPLEMENTAL FY 19 80  FUNDING— DISASTER RELIEF PROGRAM

M r. C h a ir m a n , my nam e i s  R o b e r t  Ham mock, r e p r e s e n t i n g  

th e  C ounty  o f  San  B e rn a r d in o , C a l i f o r n i a ,  w h ic h  s u f f e r e d  

e x t e n s iv e  f lo o d  da mag e d u r in g  t h e  J a n u a ry  and  F e b r u a ry , 1 9 8 0 , 

s to r m s .  I  am t e s t i f y i n g  i n  s u p p o r t  o f  t h e  A d m in i s t r a t i o n ’ s 

r e q u e s t  f o r  s u p p le m e n ta l  fu n d s  i n  FY 19 80  f o r  th e  

d i s a s t e r  r e l i e f  p ro g ra m .

Th e r a i n f a l l  e a r l i e r  t h i s  y e a r  was  20 0 p e r c e n t  o f  n o rm a l 

i n  a f f e c t e d  a r e a s  o f  o u r  C o u n ty . Th e C oun ty  o f  Sa n 

B e rn a rd in o  was  d e c l a r e d  a d i s a s t e r  a r e a  by  t h e  P r e s i d e n t  o f  

th e  U n i te s  S t a t e s  i n  J a n u a r y ,  1 980 . L a t e r ,  o t h e r  c o u n t ie s  

i n  S o u th e rn  C a l i f o r n i a  w er e i n c lu d e d  i n  t h i s  d e c l a r a t i o n .  

D u ri n g  t h e  d i s a s t e r  p e r io d  m e n t io n e d , t h e  C oun ty  s u f f e r e d  

i n  e x c e s s  o f  $ 2 0 ,0 0 0 ,0 0 0  i n  f l o o d  da m ag e t o  p r i v a t e  an d  

p u b l i c  p r o p e r t i e s ,  in c lu d in g  t h r e e  d e a th s  an d  e le v e n  i n j u r i e s  

i n  f lo o d  r e l a t e d  i n c i d e n t s .  Th e f lo o d  da m ag e was  a g g r a v a te d  

by  th e  w a te r s h e d  b u rn s  t h a t  o c c u r r e d  i n  S e p te m b e r , 1 9 7 9 , 

w h ic h  a ll o w e d  to n s  an d  to n s  o f  d e b r i s  t o  b e  d i s c h a r g e d
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onto improved private properties.
With respect to public damage, the County is still 

attempting to recover from the heavy curtailments of property 
tax revenues due to the Jarvis amendment, Proposition 13, 
of 1978. The San Bernardino County Flood Control District, 
which is the main agency responsible for flood control 
in the County, was one of the most impacted agencies due 
to Proposition 13, because most revenues for the District 
were generated directly from property taxes.

The Flood Control District has suffered an estimated $8.1 
million worth of damage to its facilities that need to be 
restored prior to the next upcoming rainy season this 
October. The facilities, which are interim in nature, require 
restoration of channels together with removal of accumulated 
debris in their channels and their accompanying debris 
basins. The District has exceeded its financial capabilities. 
The County of San Bernardino does not have the resources 
because of statutory fiscal restraints. We have no choice 
but to look to the Federal Government for assistance.

The County of San Bernardino, Board of Supervisors, 
would like to urge the Committee to appropriate the necessary 
supplemental funds needed to restore facilities and remove 
debris from public and private properties through the
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financial assistance program that is provided by the 
Federal Emergency Management Agency. We also respectfully 
urge the Congress to provide funding as quickly as 
possible so we can complete the necessary reconstruction 
work prior to the 1980 rainy season.

We appreciate the opportunity to be able to 
present our views on this critical issue.
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SAN BERNARD I NO COUNTY CALIFOR NIA  
ESTIMATE OF DAJWiES 

JANUARY/FEBRUAR Y STO RES, I 9 6 0

NtHr.be r 
of  Homos 
Damaged

P ri va te
Se cto r
Est im ate

Flo od  C on trol  P H t 
F a c i li t ie s

Tta tis. - F j»r

U nin corp ora te d Areas 
Sen Bern ard in o C it y  
Ade lanto  
Ba rstow

P u b li c  
Sec to r 

Est im ate 

$ 8 , ICO,000 

i ,8 dq ,con

Chino
Colton

(H o te l)
Fon tana 
Grand Terrace  
Locu Lind a 
M o n tc la ir  
Needles 
O n ta rio
Rancho Cucdi'io iujd
Red lands
R ia l to
Up land
V ic to r v i l le

6
I

30
30

1

14
6

40
15 

2

TOTALS: 574

$ ? .6 19 ,son 
1 ,200 ,MO 

i ,000  
i ,030

2,500 
20,090 
10.000 

• 70,000 
1,000 

HOT MATIABLF 
KO L'AHAGL 
hoiil hlpOkilo 

55,000
8,0 00  

200,000 
lu .u oo  

. . .2 ,5 0 9  

$ 4* 20 0.50 0

1, 743,0 00 
25,00 0 
10 .GOO 
25 ,0 00  
83 ,2 03

10,090
50 ,000

45 0, 00 0

46 3,90 0 
69 1,00 0 
500,0 00 ' 
20 0,00 0 

10 ,00 0 
HO 0.AHWL. 

S 14 ,071 ,103

Tota l
Cost

F s t im at£

$ 5,100,9 00

I ,80 0.0 90  
2,61 9,50 0
?,$4 3,00 9 

25,00 9 
ii ,n o n  
?5 ,003 

105,705

20 ,non 
120.000 
451,0 00

463,000 
656.0 90  
508,9 00  
40 0,COO 

20,090 
2,5 00 

STB ,27 0.703
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Mr. Traxler. T hank  you very much, J im.
Looking a t the  reques t that we received from the Federal Emer­

gency Management  Agency, or the justif ication for the ir supple­
mental, and we note they also have an awareness of the problem 
which you have described to us.

They estim ate that  the necessary funding for Southern Califor­
nia as a resu lt of the flooding and the  mud to be in the  are a of 
$139 million at least?

Mr. Lloyd. Yes.
Mr. Traxler. It could run  somewhat  higher, so we appreciate  

your bringing th is to our at tention. We have marked up the supple­
mental and included $314 million of which we anticipa te at least  
$139 million will be allocated for your region.

Mr. Lloyd. Thank you very much. I appreciate tha t. It will help 
the  people.

Mr. Traxler. Your appearance is timely.
Mr. Lloyd. Thank you very much.

Federal Emergency Management Agency

WITNESS

HON. DONALD J. MITCHELL, A REPR ESENTATIVE  IN CONGRESS FROM
THE STATE OF NEW YORK

Mr. Traxler. We are pleased to welcome our distinguished  col­
league, the  Honorable  Donald Mitchell from the  State of New 
York, who is here to talk  to us about  FEMA and Civil Defense. He 
is my a uthority on civil defense.

Mr. Mitchell. I would like to submit this ent ire  sta tem ent  for 
the record.

Mr. Traxler. We will be pleased to do so.
You may proceed.
Mr. Mitchell. I am grate ful for th e privilege of testifying at this 

hear ing in support of an appropriation to implement legislation I 
introduced to provide an adequate civil defense system for our 
Nation, H.R. 571.

It is my belief one of the most pressing and unmet needs facing 
our Nation  is for an adequate civil defense program, one which is 
responsive to existing threat s and prepares us for futu re chal­
lenges.

To respond to this need, I proposed a comprehensive,  seven-year 
civil defense program. Its cost of approximately $1.9 million repre­
sents but a fraction  of our estimated total defense expenditures for 
the period covered.

I would like to add our present program averages  approximately  
$100 million a year. The increase to have a good system amounts to 
approx imately $1.2 billion more or about  one-tenth of one percent 
of our Department of Defense annua l budget.

The program I am advancing is one that  will give us, for the first 
time in this  nuclear era, the protection we must be assured of as 
we face our ideological adversaries who lack our commitment for 
the purs uit of peace.
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This program was not developed by me; ra ther  it emerged over 
an extended period of time afte r protracted  study by civil defense 
experts who have earned respect  and a national repu tatio n for 
the ir work in this  area .

It is a product  of serious, well-intentioned people who share a 
concern about our present,  have learn ed from lessons of the past 
and are determined to p repare us to live in peace.

It is the Program D recommendation of the Civil Defense Work­
shops which were held in Rosslyn, Virgin ia in the fall of 1977 by 
the Systems Plann ing Corporation for the  Defense Civil P repa red­
ness Agency.

We are in trouble. The Soviets have an excellent civil defense 
system. We do not. Neither nation had an adequate program in the 
mid-sixties. But for more tha n a decade the  Soviets have been 
spending over $1 billion a yea r on civil defense. We have  averaged 
less than $100 million.

Why is this  a problem? Because it destroys the  s trateg ic balance. 
The best hope for peace, we are  told, is the  main tenance of the 
strateg ic balance. There are  varying estimates on the effect of an 
all out nuclea r war.

If the Soviets have time to put the ir civil defense program into 
operation, thre e or four days prior to the holocaust, the  resul ts 
would be far more destructive to the United  States, which doesn’t 
have a plan. We would lose over 100 million. The Soviet Union is 
programmed to lose 5 to 20 million.

Should we adopt the D-Prime Plan of the Interagency Study on 
Civil Defense, developed under the aegis of the National Security 
Council, they estimate we can save up to 85 percent of our popula­
tion. Should the Soviets target  population,  they estim ate up to two- 
third s of our population will be preserved.

Most experts agree we enjoy “rough equivalence” with the Sovi­
ets in weaponry. From my perspective it appears to get rougher 
each year. But if Soviet weapons have a far greater  destructive 
effect on us than  our weapons on them, it is as though th ey had far 
more weapons. This makes a mockery of the strategic balance. It 
doesn’t exist.

Once th e balance of te rro r is gone the  Soviets have an awesome 
edge in any confrontation, whe ther  it be at the bargaining table, 
an act of adventur ism in Europe, Africa, the Middle Eas t, or in an 
all out nuclear war.

It has been said that  “ete rnal vigilance is the price of liber ty.” 
Events in Iran  and the invasion of Afghanistan  have shown t ha t to 
be true. If Russia is able to grab up one or two more countries, we 
may be forced into war with a strong  possibility that  the conflict 
could develop into  a nuclear confrontation.

Why not provide at least minimal  protection for our civilians. 
Why not teach them to survive?

Another widely held misconception is that much of the  world’s 
population would be dest royed by fallout from a large scale nuclear 
war. “On the Beach” reflects how this  thinking originated.

The National Academy of Sciences estimates that  the  long-term 
effect of th is fallout would only amount to a two percen t increase 
in the cancer rat e over a 15-year period.
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This is not two percent of the population coming down with 
cancer. This increase  could be countered by not rebuilding many of 
the  cigarette plants that  would be destroyed in such a holocaust.

Finally, victims of the doomsday scenario  also feel, mistakenly, 
that  survivors of a large-scale nuclear war would have to live 
underground for weeks a t a time. Not so, our scient ists tell us. An 
individua l can protect  himself from the  most dangerous type of 
radiation  because i t travels like light, in a s traight  line. A handk er­
chief, folded over six or eight times, can serve as an effective gas 
mask to provide protection from the  less dangerous type of rad i­
ation.

That’s the  bad news. The good news is it ’s not too late to do 
something  about it. A relatively inexpensive remedy is to develop a 
civil defense system of our own. Some of our defense leaders sug­
gest the way to compensate for Soviet superiority, they no longer 
claim it doesn’t exist, is to “re target” our weapons. Retargeting 
would supposedly rebalance the equation. It makes more sense to 
me to achieve the balance  through civil defense, the  poten tial 
saving of American lives, rat her tha n the  poten tial destruction  of 
Soviet citizens.

We must begin today to rebalance the  st rateg ic equation. How do 
you deter an atta ck unless you can convince an enemy that  you 
will win the  war t ha t he is starting?

I find it doubtful that  anyone aware of the strategic imbalance 
believes we would fire  any nuclear weapon if it  meant the  destruc­
tion of our  society. Without a civil defense system th at ’s precisely 
what i t means.

Basically, this  $1.9 billion program requires the authorization  of 
the Federa l Emergency Management  Agency to increase from $167 
million in 1981 to $175 million in 1987.

It is my understanding  Mr. John Macy, FEMA’s Director, will 
testify that the Pres iden t’s proposal for civil defense of $120 million 
will allow a reasonable sta rt on the D-Program but only in limited 
areas. Since the  difference between a full-fledged beginning and a 
half-hearted sta rt is relatively slight, it seems a shame we can ’t 
make an all out commitment.

The Congress of the  U nited States  will spend approximately $161 
million for our offensive capability. Without the  $167 million, 
which is only one-ten th of one percent of this total, for civil defense 
we are  doing almost nothing to protec t American citizens.

We learned in our hearing that  the Administration  program 
would protect only 5 percen t of the American people. At this  r ate  i t 
would take  20 years  to complete a civil defense program for all 
Americans. But, in 20 years, the year  2000, we would have to begin 
all over again because of t he huge demographical changes in the 
inter im period. In othe r words, at the rate the Administration 
recommends, we will never have a civil defense program.

Doesn’t it make good sense to spend a little more to provide a 
plan that would help prevent war but, in the  event of war , would 
help protect all Americans?

I hope t he subcommittee Members will join me in implementing 
the D-Program by approving an appropria tion of $167 million in 1981 for nat ionwide civil defense.
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The House Armed Services Subcommittee on Military Installa ­
tions and Facilities  and the Full Committee has already agreed on 
this amount.  It is incorporated in H.R. 6974.

I would like to point out to the  Chai rman  that  our Armed 
Services Committee has included the  f irst  year authorization for D- 
Prime  thre e years in succession. The objection of this committee 
last year was t ha t there was no p lan in place and the organizat ion 
was in a s tatus of transit ion.

They are now fully organized and the  plan has been in place for 
three years and everyone acknowledges it, so I urge your commit­
tee to provide funds not to prevent the  war but, in the  event of 
war, to protect the  American people.

Let me go over this cha rt which represen ts the  best thinking of 
our civil defense experts in America.

The President  asked for an estim ate of what the options were as 
far as costs on survivabil ity in the  event  of an all out nuclear war. 
We have estimated the Soviets would lose 5 to 20 million people. If 
ther e were an all out nuclear war, we are in the D-status.

Only 35 percent of Americans, 35 percent . In other words, 65 
percent of the  American population  would go down the tube. If we 
implement D-Prime, which is about $1 billion more than we spent, 
85 percent of the American population can survive.

It’s the cost/benefit  ratio  you have ever seen on this committee.
Mr. Traxler. Is tha t a billion a year?
Mr. Mitchell. The whole program is $1 billion more than we 

spend now. Over a 7-year period we spend about $100 b illion now 
and this would cost $1.9 billion, probably $1.2 billion and you would 
have to factor in inflation.

Just briefly to summarize, moneys spen t on civil defense, they 
argue that the Soviet system may not be as good as a lot of people 
thin k it is. They are trying ten times harder  tha n we are. They 
cough up ten times the amount of money, and we spend about $100 
million.

They spent about one billion. They have 100,000 people involved 
in a full time safety defense effort. We have 10,000. We lose most of 
our population and they don’t lose much of thei rs at all. It gives 
them a huge advantage , and it seems like a miniscule expenditure 
over seven years, when you think our effort to destroy people is 
$161 billion and to save some American lives is like  one-seventh of 
a billion.

I hope you can do a little bet ter  on this committee  tha n you did 
last year.

[The stateme nt follows:]
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S ta te m e n t o f
REPRESENTATIVE DONALD J .  MITCHELL 
Hou se  C om m itt ee  on  A p p r o p r ia t io n s  
S ubco m m it te e on  H U D -I nd ep en de nt A gencie s  
May 7 , 19 80

I  am g r a t e f u l  f o r  th e  p r i v i l e g e  o f  t e s t i f y i n g  a t  t h i s  h e a r in g  i n  s u p p o r t  o f  

an  a p p r o p r i a t i o n  to  im p le m en t l e g i s l a t i o n  I in t r o d u c e d  to  p ro v id e  an  a d e q u a te  c i v i l  

d e f e n s e  s y s te m  f o r  o u r  n a t i o n ,  HR 5 7 1 .

I t  i s  my b e l i e f  one o f  th e  m o s t p r e s s in g  an d un m et  n ee d s  f a c in g  o u r  n a t i o n  I s  

f o r  an  a d e q u a te  c i v i l  d e f e n s e  p ro g ra m  —  one w h ic h  i s  r e s p o n s iv e  to  e x i s t i n g  t h r e a t s  

an d  p r e p a r e s  u s  f o r  f u t u r e  c h a l l e n g e s .

To re s p o n d  to  t h i s  n e e d , I  p ro p o s e d  a c o m p re h e n s iv e , s e v e n - y e a r  c i v i l  d e f e n s e  

p ro g ra m . I t s  c o s t  o f  a p p r o x im a te ly  $ 1 .9  b i l l i o n ,  r e p r e s e n t s  b u t  a  f r a c t i o n  o f  o u r  

e s t i m a t e d  t o t a l  d e f e n s e  e x p e n d i tu r e s  f o r  th e  p e r io d  c o v e re d  —  th e  i n c r e a s e  i n  

fu n d in g  o v e r  o u r  p r e s e n t  p ro g ra m  am oun ts  to  a p p r o x im a te ly  1 /1 0  o f  1 p e r c e n t  o f  o u r  

D e p a r tm e n t o f  D e fe n se  a n n u a l b u d g e t .

Th e p ro g ra m  I 'm  a d v a n c in g  i s  one  t h a t  w i l l  g iv e  u s ,  f o r  th e  f i r s t  ti m e  in  

t h i s  n u c l e a r  e r a ,  th e  p r o t e c t i o n  we m u st b e  a s s u r e d  o f  a s  we f a c e  o u r  i d e o l o g i c a l  

a d v e r s a r i e s  who l a c k  o u r  com m itm en t f o r  th e  p u r s u i t  o f  p e a c e . S im ply  p u t ,  my g o a l  

i s  to  h e lp  t o  b a l a n c e  th e  s t r a t e g i c  s c a l e s  b u t ,  i f  t h e r e  s h o u ld  b e  w a r , t o  g u a r a n ­

t e e  th e  s u r v i v a l  o f  o u r  n a t i o n .  We h a v e  no  su c h  g u a r a n t e e  to d a y . I t ' s  ti m e  we 

d i d .

Th e s e v e n - y e a r  p la n  w ould  c o n c e n t r a t e  th e  u s e  o f  th e  fu n d s  r e q u e s t e d  f o r :

♦ C r i s i s  E v a c u a t io n  
* R e s e a rc h  and  D eve lo p m en t 
♦E m er gen cy O p e r a t in g  C e n te r s  
♦ T ra in in g  and  E d u c a ti o n  
♦M an ag em en t and  C o o r d in a t io n

I n  e a c h  one  o f  th e s e  c r i t i c a l  a r e a s  o u r  p r e s e n t  c i v i l  d e f e n s e  p ro g ra m  f a i l s  

th e  t e s t  o f  a d e q u a c y .
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T h is  p ro g ra m  was  n o t  d e v e lo p e d  by  me, r a t h e r  i t  em er ged  o v e r  an  e x te n d e d  

p e r io d  o f  ti m e  a f t e r  p r o t r a c t e d  s tu d y  by  c i v i l  d e f e n s e  e x p e r t s  who have  e a rn e d  

r e s p e c t  a n d  a  n a t i o n a l  r e p u t a t i o n  f o r  t h e i r  w or k i n  t h i s  a r e a .  I t  i s  a p r o d u c t 

o f  s e r i o u s ,  w e l l - i n t e n t i o n e d  p e o p le  who s h a r e  a c o n c e rn  a b o u t o u r  p r e s e n t ,  have

le a r n e d  fr om  le s s o n s  o f  t h e  p a s t  an d a r e  d e te rm in e d  to  p r e p a r e  u s  to  l i v e  i n
i

p e a c e . I t  i s  th e  P ro gra m  D re co m m en d a ti o n  o f  th e  C i v i l  D efe n se  W or ks hop s w hic h  

w ere  h e ld  i n  R o s s ly n , V i r g in i a  i n  th e  F a l l  o f  19 77  by  th e  S yst em s P la n n in g  C or ­

p o r a t i o n  f o r  th e  D e fe n se  C i v i l  P r e p a r e d n e s s  A ge nc y.

W e 'r e  i n  t r o u b l e .  The  S o v ie t s  h av e  an  e x c e l l e n t  c i v i l  d e f e n s e  s y s te m . We 

d o n ’ t .  N e i th e r  n a t i o n  had  an  a d e q u a te  p ro g ra m  i n  th e  m i d - s i x t i e s .  B u t f o r  m or e 

th a n  a  d e c a d e  th e  S o v ie t s  h a v e  b ee n  s p e n d in g  o v e r  $1  b i l l i o n  a y e a r  on c i v i l  

d e f e n s e .  W e' ve a v e ra g e d  l e s s  th a n  $1 00  m i l l i o n .  Th ey  h av e  a t h r e e  t r a c k  p ro g ra m : 

i n d i v i d u a l  p r o t e c t i o n ,  co m m un ity s h e l t e r s  and  p o p u la t io n  e v a c u a t io n .  We h a v e  o n ly  

o n e , co m m un ity s h e l t e r s ,  and  i t ' s  in  d i s a r r a y  i n  s p i t e  o f  th e  d e d i c a te d  an d  dogged  

e f f o r t s  o f  many p r o f e s s i o n a l  an d a m a te u r c i v i l  d e f e n s e  l e a d e r s .

Why i s  t h i s  a  p ro b le m ? B ecause  i t  d e s t r o y s  th e  s t r a t e g i c  b a l a n c e .  The  b e s t  

hope  f o r  p e a c e , we a r e  t o l d ,  i s  th e  m a in te n a n c e  o f  th e  s t r a t e g i c  b a l a n c e .  T h e re  

a r e  v a r y in g  e s t i m a t e s  on  t h e  e f f e c t  o f  a n  a l l  o u t  n u c l e a r  w a r . I f  t h e .S o v i e t s  

h a v e  ti m e  to  p u t t h e i r  c i v i l  d e fe n s e  p ro g ra m  i n t o  o p e r a t i o n  — t h r e e  o r  f o u r  d ay s  

p r i o r  to  th e  h o lo c a u s t  —  th e  r e s u l t s  w oul d b e  f a r  m or e d e s t r u c t i v e  to  t h e  U .S . ,  

w h ic h  d o e s n 't  h ave  a p la n  ( o v e r  10 0 m i l l i o n  d e a d )  th a n  th e  S o v ie t  U nio n  (5 -2 0  

m i l l i o n  k i l l e d ) .  S hou ld  we a d o p t th e  D -P ri m e P la n  o f  th e  I n te r a g e n c y  S tu d y  on 

C i v i l  D e fe n s e , d e v e lo p e d  u n d e r  th e  a e g i s  o f  th e  N a t io n a l  S e c u r i t y  C o u n c i l ,  th e y  

e s t i m a t e  we ca n  s a v e  up  to  85  p e r c e n t  o f  o u r  p o p u la t i o n .  S ho u ld  th e  S o v ie t s  t a r g e t  

p o p u la t io n ,  th e y  e s t im a te  up  to  tw o - th i r d s  o f  o u r  p o p u la t io n  w i l l  b e  p r e s e r v e d .
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Most experts agree we enjoy "rough equivalence" with the Soviets in weaponry.’ 
(From my perspective it appears to get rougher each year). But if Soviet weapons 
have a far greater destructive effect on us than our weapons on them, it's as 

though they had far more weapons. This makes a mockery of the strategic balance.
It doesn’t exist.

Once the balance of terror is gone the Soviets have an awesome edge in any 
confrontation, whether it be at the bargaining table, an act of adventurism in 
Europe, Africa, the Mid-East or in an all out nuclear war.

It has been said that "eternal vigilance is the price of liberty." Events 
in Iran and the invasion of Afghanistan have shown that to be true. If Russia is 
able to grab up one or two more countries, we may be forced into war —  with a 

strong possibility that the conflict could develop into a nuclear confrontation.
Why not provide at least minimal protection for our civilians. Why not teach 
them to survive?

Why haven’t we done something about civil defense? Chiefly because far too 
many Americans are the victims of three misconceptions —  the first being the 
overkill" fallacy, wherein the casualties per kiloton in Hiroshima and Nagasaki 

are multiplied by the number of kilotons in the world's arsenal. This implies 
that by some means we can collect the entire target populations in the same density 

as existed in Hiroshima and Nagasaki, and keep them unwarned and vulnerable. A 
statement of identical validity is that the world's inventory of small arms ammuni­
tion, or for that matter, kitchen knives, can also kill the human population several 
times over.

Another widely held misconception is that much of the world's population would 
be destroyed by fallout from a large scale nuclear war. On the Beach reflects how
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t h i s  t h i n k in g  o r i g i n a t e d .  Th e N a t io n a l  Academ y o f  S c ie n c e s  e s t im a te s  t h a t  th e  

lo n g  te rm  e f f e c t  o f  t h i s  f a l l o u t  w oul d o n ly  am ou nt  to  a two p e r c e n t  in c r e a s e  i n  

th e  c a n c e r  r a t e  o v e r  a 15  y e a r  p e r i o d .  T h is  in c r e a s e  co u ld  be c o u n te re d  by n o t 

r e b u i ld in g  ma ny o f  th e  c i g a r e t t e  p l a n t s  t h a t  wou ld  be d e s tr o y e d  in  su ch  a h o lo ­

c a u s t .

F i n a l l y ,  v i c t im s  o f  th e  do om sd ay  s c e n a r io  a l s o  f e e l ,  m is ta k e n ly , t h a t  s u r ­

v iv o r s  o f  a  l a r g e  s c a l e  n u c l e a r  w ar w ou ld  h av e  to  l i v e  u n d erg ro u n d  f o r  w ee ks  a t  

a t im e . N ot s o ,  o u r  s c i e n t i s t s  t e l l  u s . An in d i v id u a l  ca n  p r o t e c t  h im s e l f  from  

th e  m ost d a n g e ro u s  ty p e  o f  r a d i a t i o n  b e c a u se  i t  t r a v e l s  l i k e  l i g h t ,  i n  a s t r a i g h t  

l i n e .  A h a n d k e r c h ie f ,  f o ld e d  o v e r  s i x  o r  e i g h t  t im e s , can  s e r v e  a s  an  e f f e c t i v e  

g a s  mas k to  p r o v id e  p r o t e c t i o n  fr o m  th e  l e s s  d an g e ro u s  ty p e  o f  r a d i a t i o n .

T h a t 's  th e  bad  new s. Th e go od  ne ws i s  i t ' s  n o t to o  l a t e  to  do  so m e th in g  

a b o u t i t .  A r e l a t i v e l y  in e x p e n s iv e  re m ed y i s  to  d e v e lo p  a c i v i l  d e f e n s e  sy ste m  

o f  o u r  ow n. Some o f  o u r  d e f e n s e  l e a d e r s  s u g g e s t th e  way  to  co m p en sa te  f o r  S o v ie t 

s u p e r i o r i t y  ( th e y  no  lo n g e r  c la im  i t  d o e s n 't  e x i s t )  i s  to  " r e t a r g e t  o u r  w eapons.  

" R e t a r g e t i n g "  w ould  s u p p o s e d ly  r e b a l a n c e  th e  e q u a t io n .  I t  m ak es  m or e s e n s e  to  

me to  a c h ie v e  th e  b a l a n c e  th ro u g h  c i v i l  d e f e n s e  —  th e  p o t e n t i a l  s a v in g  o f  A m e ri c a n  

l i v e s  r a t h e r  th a n  th e  p o t e n t i a l  d e s t r u c t i o n  o f  S o v ie t  c i t i z e n s .

We m u s t b e g in  to d a y  to  r e b a l a n c e  th e  s t r a t e g i c  e q u a t io n . HoW do  you  d e t e r  an  

a t t a c k  u n l e s s  you  c a n  c o n v in c e  an  enem y t h a t  yo u w i l l  w in  th e  w ar  t h a t  h e  i s  

s t a r t i n g ?  I  f i n d  i t  d o u b t f u l  t h a t  anyone aw are  o f  th e  s t r a t e g i c  im b a la n c e  b e l i e v e s  

we w ould  f i r e  an y  n u c l e a r  w ea po n i f  i t  m ean t th e  d e s t r u c t i o n  o f  o u r  s o c i e t y .  W ith

o u t  a  c i v i l  d e f e n s e  s y s te m  t h a t ' s  p r e c i s e l y  w h a t i t  m eans.
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Basically this $1.9 billion program requires the authorization of the Federal 

Emergency Management Agency (FEMA) to increase from $167 million in 1981 to $375

million in 1987.

It is my understanding Mr. John Macy, FEMA's director, will testify that the 

President’s proposal for civil defense of $120 million will allow a reasonable 

start on the tf program but only in limited areas. Since the difference between 

a full fledged beginning and a half hearted start is relatively slight, it seems

a shame we can't make an all out commitment.

The Congress of the United States will spend approximately $161 billion for 

our offensive capability. Without the $167 million for civil defense we are doing 

almost nothing to protect American citizens. We learned in our hearing that the 

Administration program would protect only 5 percent of the American people. At 

this rate it would take twenty years to complete a civil defense program for all 

Americans. But, in twenty years —  the year 2000 —  we would have to begin all 

over again because of the huge demographical changes in the interim period. In 

other words, at the rate the Administration recommends, we'll never have a civil 

defense program. i

Doesn't it make good sense to spend a little more to provide a plan that would 

help prevent war, but in the event of war, would help protect all Americans?

I hope the Subcommittee members will join me in implementing the D' program by 

approving an appropriation of $167 million in 1981 for nationwide civil defense.

The Mouse Armed Services Subcommittee on Military Installations and Facilities and 

the Full Committee have already agreed on this amount. It is incorporated in HR

6974.

63-277 0 - 8 0 - 1 4
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REP. MITCHELL 
Civil Defense 
March 7, 1979

FY 80-86 CIVIL DEFENSE PROGRAM 
(In Millions of Dollars)

1980

Warning and Detection..................... 20.0
Warning and Communications Systems. . . 10.0
Radiological Defense. . . . . . . . . .  10.0

Emergency Operations ................... 16-2
Training and Education................. 5.0
Emergency Information ................. 2.3
Systems Development . . . .  ..........  2.5
Broadcast Station Protection Program. . 3.2
Red Cross.............................  .2
Citizen Training Instructions ........  .5
Shelter Management Training ..........  .5
Test and Exercises - EOS..............  2.0

Financial Assistance ................... 36.8
Management (P&S). ..................... 35.0
Maintenance and Services..............  1.8

Management . . . .  ..........  . . . . .  24.1
Personnel Services....................... 17.9
Travel. . . . . . . . . . .  ..........  1.0
Administrative and Housekeeping . . . .  5.2

Shelters . . . . . . . . .  ........  • • 23.9
Survey. . . . . . . . . . . . . . . . .  6.0
NCP Planning............................. 16.0

In Place Protection................... (6.0)
Crisis Evacuation.................... (10.0,

Shelter Marketing ..................... 1.0
Shelter Stocking.......................  .1
DIDS.........................................1
Expedient Shelter Planning............  0.0
FRC Improvement ..............   .6
Vent Ki t s .................................. 1
Emergency Operating Centers. . . . . . .  3.0
EOCs...................................  2.0
Supporting Materials. . . . . . . . . .  1.0

Research and Development . . . . . . . .  14.0

TOTAL................................... 138.0

1981 1982 ■1983 1984 1985. 1986

22.0 23.0 23.0 25.0 29.0 29.0
10.0 10.0 10.0 10.0 12.0 12.0
12.0 13.0 13.0 15.0 17.0 17.0

22.0 40.0 40.0 48.0 66.0 74.0
5.5 9.0 9.0 11.0 16.0 20.0
3.0 7.0 7.0 8.0 13.0 14.0
2.3 2.8 2.3 2.3 2.3 2.3
4.5 8.2 8.0 9.0 14.0 17.0
.2 1.0 .2 .2 1.2 1.2
.5 1.0 .5 .5 1.5 1.5

2.0 5.0 7.0 10.0 8.0 8.0
4.0 6.0 6.0 7.0 10.0 10.0

36.9 38.1 39.3 39.7 40.5 40.9
35.0 35.6 36.2 36.4 36.8 37.0
1.9 2.5 3.1 3.3 3.7 3.9

24.1 25.9 27.7 28.3 29.5 30.1
17.9 18.5 19.1 19.3 19.7 19.9
1.0 1.6 2.2 2.4 2.8 3.0
5.2 5.8 6.4 6.6 7.0 7.2

44.0 71.0 96.0 95.0 148.0 118.0
12.0 17.0 15.0 10.0 10.0 10.0
26.0 41.0 56.0 56.0 56.0 56.0
(6.0) (6.0, (6.0, (6.0) (6.0) (6.0)
(20.0) (35.0) (50.0) (50.0) (50.0) (50.0)
1.0 1.5 1.0 .5 .5 .5
4.0 6.0 15.0 20.0 50.0 35.0
.2 .3 .4 .5 .5 .5
.1 .5 .9 .3 .3 .3
.6 .6 .6 .6 .6 .6
.1 4.1 7.1 7.1 30.1 15.1

15.0 28.0 39.0 40.0 60.0 62.0
8.0 20.0 30.0 30.0 50.0 50.0
7.0 8.0 9.0 10.0 10.0 12.0

16.0 17.0 18.0 17.0 20.0 21.0

180.0 243.0 283.0 293.0 393.0 375.0
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Mr. Traxler. I want to commend you. Normal ly the Members 
who appear do so because of a special problem within  the ir distr ict 
or th eir  Sta te.

You have a cause which touches every American and for your 
efforts everyone ought to be grate ful, and we apprecia te very much 
the informat ion that you bring  to us.

We will do our best.
Mr. Mitchell. Thank you, Mr. Chairman .
My motives are not purely selfless. I have an SAC Air Force base 

in my distr ict which will be the firs t base to receive the Cruise 
Missile and which will make it one of the very early  targets.

The fallout pat tern  is r ight  throu gh the  population center of my 
district, so I am selfish also.

Thank you.

Federal Emergency Management Agency

WITNESSES

HON. BALTASAR CORRADA, A REPRESE NTATIVE IN CONGRESS FROM
THE COMMONWEALTH OF PUERTO RICO 

LUIS MELENDEZ CANO, MAYOR, VEGA BAJA, PUERTO RICO 
WILLIAM CORREA, ASSEM BLYMAN, VEGA BAJA, PUERTO RICO

Mr. Traxler. Our next witness is a distinguished colleague from 
the Commonwealth of Puerto Rico, Mr. Bal tasar Corrada.

Mr. Corrada. T hank  you, Mr. Chairman.
Mr. Traxler. We will make your stateme nt a par t of the  record. 

You may proceed.
Mr. Corrada. Mr. Chairman and Members of the  subcommittee, 

I am pleased to appea r before you this  morning  to urge your 
prompt approval of the  legislation to appropria te funds for the 
Federal Emergency Management Agency.

Pending before this subcommittee is the  fiscal year  1981 budget 
as well as a supplementa l appropriations request for fiscal year 
1980. These funds are urgen tly needed if FEMA is to continue to 
provide assistance to the victims of na tur al disasters throughout 
the Nation.

Puer to Rico was one of severa l States that  suffered severe losses 
due to two n atu ral  disasters. The combination of Hurricanes David 
and Frederick resulted in enormous losses of property , both public 
and private,  and Puerto Rico was declared a disas ter area,  thus  
making it eligible to receive disaster assistance.

Mr. Chairman,  FEMA and its represen tatives in Puerto Rico and 
the Mainland have been extremely helpful in processing the 
claims; however, they are now faced with a situa tion which pre­
cludes them from meeting the ir commitments and from processing 
new ones.

Puerto Rico is not unique in its plight; indeed, because of the 
many calamities that occurred last year, many othe r areas in the 
Nation are  faced with similar circumstances. It is the added total 
obligations tha t these disasters have placed on FEMA’s budget tha t 
imp art a sense of urgency to the  actions of this subcommittee.
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In my testimony, I then  go on and explain the precise situa tion 

of the  78 “municipios”. That is the word in Spanish  for municipal ­
ity. Municipios are the local units of governm ent in Puerto Rico, 
and we have 78 of these munic ipalities and, of course, many of 
them are severely affected because of thi s lack of funds by FEMA, 
and many of them have already made a commitment and because 
of the lack of funding these programs have not been init iated or 
projects t ha t are very urgent.

We also have, of course, problems related to individual family 
grants as well and claims that have been processed, p roperly iden­
tified, but they cannot be paid as a resu lt of t he lack of funds in 
FEMA.

In conclusion, Mr. Chairman, the  need is g reat and it is urgent . 
Every day I receive phone calls from the  Mayors  of th e Island. As a 
ma tter  of fact, we have one of them here who came all the  way 
from Puerto  Rico.

[The sta tem ent  follows:]
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BALT  AS AR COR RA DA
RUtDCKT COMMISSIONER. PUERTO RlCO

JOS* C. DEL VALVE 
ADMINISTRATIVE ASSISTANT

COMMITTEES:
EDUCATION ANO LABOR 

INTERIOR ANO INSULAR AFFAIRS

Congress of tfte Wlnitet BtateS 
$ o u se  o f R epre se nt at ives 

®3asf)inston, J3.C. 20515

WASHINGTON OFFICE:
,319 Long* orth House Office Building 

Washington, D.C. 203,3 
Area Coot 202-223-2413

district OFFICES 
Dcgctau Federal Building 

Room 229 
CmaroOn Street 

Hato Ret. Puerto Rico 00913 
Area Coob. 309-733-4240

STATEMENT OF THE HONORABLE BALTASAR CORRADA
BEFORE

THE SUBCOMMITTEE ON HUD-INDEPENDENT AGENCIES 
COMMITTEE ON APPROPRIATIONS

IN SUPPORT
OF APPROPRIATIONS FOR THE 

FEDERAL EMERGENCY MANAGEMENT AGENCY (FEMA)
May 7, 1980

Mr. Chairman, Members of the Subcommittee:
I am pleased to appear before you this morning to urge your 

prompt approval of the legislation to appropriate funds for the 
Federal Emergency Management Agency (FEMA). Pending before this 
Subcommittee is the Fiscal Year 1981 budget as well as a Supple­
mental Appropriations request for Fiscal Year 1980. These funds 
are urgently needed if FEMA is to continue to provide assistance 
to the victims of natural disasters throughout the Nation.

Puerto Rico was one of several states that suffered severe
X

losses due to < natural disaster’ The combination of Hurricanes 
David and Frederic resulted in enormous losses of property, both 
public and private, and Puerto Rico was declared a disaster area 
thus making it eligible to receive disaster assistance.

Mr. Chairman, FEMA and its representatives in Puerto Rico and 
the mainland, have been extremely helpful in processing the claims; 

however, they are now faced with a situation which precludes them 
from meeting their commitments and from processing new ones.
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Puerto Rico is not unique in its plight; indeed, because of the 
many calamities that occurred last year, many other areas in the 
Nation are faced with similar circumstances. It is the added 
total obligations that these disasters have placed on FEMA's 
budget that impart a sense of urgency to the actions of this 
Subcommittee.

Turning now specifically to Puerto Rico's plight, I will 
outline the current and projected need for funds for disaster 
relief for the Island:
A. PUBLIC ASSISTANCE:
1. Out of 78 "municipios" in Puerto Rico, 15 of them have not 
yet had their project applications approved for a total of $9.02 
million. I am advised that FEMA has not approved these applica­
tions solely because of lack of funds. The immediate need is
for $3.9 million which is the advance requested by the "municipios."
2. There are six "municipios" for which the project applications 
have been approved for a total of $1.05 million but the advance 
request of $514,252 has not been received.
3. A total of six "municipios" are awaiting final vouchers or 
being reviewed for a total of $1.98 million.
4. The status of the request for the state government agencies 
is as follows:

(a) project applications have not been approved (due to 
lack of funds) for 16 agencies for a total of $7.91 
million of which $1.90 million would be for advance 
requests.

(b) two agencies are awaiting final vouchers for an esti­
mated total of $81,359.
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(c) two agencies have had their project applications 
approved for a total of $140,551 with an approved 
advance of $76,225, but they have yet to receive any 
funds.

(d) a major future obligation is expected from six of 
the most affected agencies, such as the Puerto Rico 
Telephone Company, the Puerto Rico Electric Power 
Authority and the Department of Public Works, among 
others. The FEMA has not yet forwarded to its officers 
in Puerto Rico the total cost of the repairs for these 
agencies, but it is estimated at around $13 million.

5. A total of $4.87 million has been received by "municipios," 
government agencies and non-profit organizations as advance re­
quest; however, an estimated $4 million will be needed for com­
pletion under the approved applications.

The total under Public Assistance which is still outstanding 
in Puerto Rico is approximately $38.08 million, of which $6.50 
million is classified as advance request.
B. INDIVIDUAL FAMILY GRANTS:

Last week, state officials estimated that approximately $4 
million additional monies, (independent of administrative costs) 
will be needed to complete the program of individual assistance. 
Already a total of $80.7 million has been allocated under this 
program with the federal government providing $60.52 million in 
direct grants and the balance of $20.17 million contributed by 
the Government of Puerto Rico on loan from the federal government
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The Government of Puerto Rico has, in addition, spent $1 million 
directly.

State officials will soon submit their request for the ad­
ditional four million, of which 25 percent will consist of a loan 
to the Government of Puerto Rico. In addition, the total adminis­
trative cost is $2.56 million of which only $688,917 has been 
received.

In conclusion, Mr. Chairman, the need is great and it is urgent. 
Everyday I receive phone calls from the mayors on the Island who 
are very distraught because they have not received the funds already 
approved. In many instances, contracts have been assigned and the 
obligations must be met, and already some of the contractors are 
threatening to go to court. This is a situation unique here on 
the Hill as there is no debate over the merits of the program.
The federal govenment, through FEMA, is committed to aid com­
munities and families that are the victims of natural disasters.
I agree with the testimony of John Macy, Director of FEMA, that 
it is almost impossible to predict acts of nature. Unfortunately 
for the country, last year there were an abnormal number of 
disasters. It is to be hoped that this year will not be as tragic; 
nevertheless, we must insure that sufficient monies are available 
to meet the future needs of our citizens as well as to help them 
recover from past tragedies. We must not fail them.

I would be happy to answer any questions and I pledge my full 
support as well as offer my assistance to the Subcommittee in any 
information you may need regarding Puerto Rico's predicament.
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Mr. Traxler. We want  to welcome you.
Mr. Corrada. His cons tituen ts are  on his back asking that  he 

provide the services, both of the  public and the  private natu re, and 
I can tell you that  in my office every day I receive calls here in 
Washington from d ifferent mayors from the Island expressing  th eir  
deep concern about the lack of funds in FEMA and the  need to 
process this  application.

Mr. Traxler. I am sure you will be pleased to know tha t FEMA 
in thei r justif ications to us for the ir supplemental indicated that  as 
a resul t of the hurri canes of Septem ber of 1979 in Puerto Rico they 
felt that ther e should be at least  $47 million from the Emergency 
Appropriat ion allocated to Puerto Rico for that  disaster.

Perhaps you heard  my conversation with Mr. Lloyd. We need to 
get the budget resolution in place and passed. The Full Committee 
marks  up the emergency supp lemental tomorrow. We antic ipate  
tha t late r next week it will be on the  Floor; so if all goes well it 
would have cleared the House by the  end of next week.

Mr. Corrada. Hopefully, we expect to pass t he budget resolution 
late r today, and I am very much encouraged by your statement 
and the fact that  the committee fully unde rstan ds the great urgen­
cy and the need to act very promptly on this matt er.

I appreciate the  opportunity to tes tify before you today.
Mr. Traxler. I am reminded that  prior  to the  adoption of the 

Budget Control and Impoundement Act, from th e time we receive a 
reques t from an emergency supplemental on FEMA, a few years 
ago unt il it was enacted was two weeks.

One of the difficulties with the  Budget Control and Impound­
ment  Act when you reach the  ceilings when you have an emergen­
cy situat ion, it takes the Congress forever to be able to work its 
way through th e procedures of getting the job done.

Tha t is one of the  disadvantages.
Mr. Corrada. This is par ticu larly  a problem in cases where we 

are dealing with natura l disasters when nobody can plan ahead of 
time in terms of knowing how many calamities will be in the 
Nation, how many funds will need to be expended, and really I 
believe par ticu larly  in cases like this  where planning ahead no 
ma tter  how well you do it might  not be adequate because of the 
unpredictab ility of the  wea ther  and natural disasters , that  we 
ought to find a way Congress could handle those requests for 
additional appropriations on the  basis of nat ura l disas ters in a 
more expeditious manner.

Mr. Traxler. Because nature does not respect our Budget Con­
trol and Impoundment Act.

I am sure  it has not been easy for you these past several months 
trying to explain to your constituency; and I know the Mayor, 
while they  may be aware of our procedural problems, to a citizen 
out the re who is entitl ed to a benefit to be told that  th e wheels are 
turning somewhere a couple thousands miles away, but  they tur n 
awfully slow. I am sure that  is most frustra ting and we recognize 
the difficulties that you must  have faced over the last  several 
months  We want to assure  you that  we a re moving with whatever 
speed the process allows us.

Mrs. Boggs?
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Mrs. Boggs. I am so happy to see you here, and though fortu­
nate ly for our area,  we were not as badly hit  by David and Freder­
ick as we were by some other storms, we did indeed have some 
difficulties with those two storms and the  Gulf Coast in general 
had a very diff icult time.

It may inte rest  you to know tha t I have been absorbed with this 
idea of pulling together all available resources unde r FEMA. While 
there have been many helps available  to us in times of a  natural 
emergency, and they  have been more or less coordinated, the  cur­
ren t opportunity  for more tota l coordination is a step in the  right 
direction.

Perhaps we will find that all of the systems are in place, and this 
bet ter coordination will show us what  area s are  not covered unde r 
management organization.

Hale, my husband, was the  author  of the Disaste r Loan legisla­
tion and also the  Flood Insurance legislation, so I have had a very 
deep in tere st in those two areas for a long time.

I know the  problems that are involved. What  many of us fail to 
realize is t ha t it was just a few years ago tha t those aids were not 
available  that  have now been brought toge ther  and coordinated  in 
such a massive for maximum assistance to people. We simply must  
keep working our way along as we gain more experience. Hopeful­
ly, we will be able to do that.

Mr. Corrada. Definitely; the  coordination of these  programs and 
throu gh an agency that is able to process applicat ions and apply 
different programs throu gh different agencies has been a grea t 
help.

We have been able to afford prompt relie f and of course we in 
Puer to Rico are very apprec iative of the  efforts of Hale Boggs in 
his tim e and, of course, your efforts here, Lindy.

Puerto Rico has many problems identical to Louisiana, since we 
are in the hurr ican e belt, and are  subject to those na tural disas t­
ers, so I appreciate the sensitivity of th e committee and yours and 
Mr. Coughlin, in moving ahead w ith these  funds.

Mr. Traxler. Mr. Coughlin, did you have a question?
Mr. Coughlin. I jus t want  to join in welcoming our colleague 

here, and somehow we have to get a bet ter  procedure for handling 
emergency kinds of situations. The one that we a re going throu gh 
now, I don’t have any beauti ful solution to th e problem.

Mr. Traxler. Well, one of our difficulties, and Members of the  
Committee will agree with this, is t ha t every Administra tion in its 
efforts to look good in terms of their  budget submission picks little 
categories in which they constantly  inten tiona lly unde restimate 
budget requirements and the  need in th e coming fiscal year.

In this  category, FEMA is a classic one. I have not been on the 
Committee that long, but  I can tell you t ha t since I have been here 
each budget inten tionally unde restimate s the disas ter needs. Even 
though they know full well that  that  helps them in the ir overall 
public relations post when the  budget is submit ted in Jan uary. If 
things  go away the  supplem ental  is always a possibility and since it  
const itutes  an effort to resolve some human misery, that  the  Con­
gress will look with  favor upon it, and that is the case.

It ’s a classic situation  t ha t we find ourselves in.
Mr. Corrada. Thank you very much.
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Federal Emergency Management Agency 
WITNESS

HON. BENJAMIN COLE. MAYOR OF THE CITY OF MAYAGUEZ, PUERTO
RICO

Mr. Traxler. Our next witness is Mr. Benjamin  Cole, Mayor of 
the City of Mayaguez, P.R. We make your stat ement  a part of the  
record. You may talk with us informal ly if you wish.

As a resu lt of the  conversation we had with Congressman Balta- 
sar Corrada, we are fami liar with your Island’s problems. We have 
done some things  that  will be of help to you, but please tell us 
what  you wish.

Mr. Cole. Mr. Chairman and Members of the committee, we 
wish to support this  applicat ion that  is being discussed to provide 
funds for FEMA.

In fact, most of th e municipalitie s have been doing the  work by 
constructing every kind of construction and repairing  damage 
caused by H urricane David, bu t with  our own funds that  had been 
lent from o ther  applications, therefore, at this  point we are scarce­
ly having enough funds to continue to go ahead.

We need very urgently to reimburse to the  City th e part that we 
have already invested in doing this  and also to continue to finish 
the complete program, repairing  th e damage.

I am sure that Puerto Rico is no t the only case. I know ther e are 
many other cases, but our situa tion is that  by no way we can get 
any other  funds to continue and finish our program of re hab ilita ­
tion afte r David and Frederick.

Therefore, the Puer to Rico Mayors Association is backing this 
legislation and would hope that  it would be approved as soon as 
possible.

[The statement follows:]
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STATEMENT BY THE HON. BENJAMIN COLE, PRESIDENT OF THE PUERTO 
RICO MAYORS ASSOCIATION. BEFORE THE SUBCOMMITTEE ON HUD_ 
INDEPENDENT AGENCIES, COMMITTEE ON APPROPRIATIONS 

May 7, 1980

Mr. Chairman and Members of the Committee. We thank you for 
affording us the opportunity to come before you in support of 
the request for a supplemental appropriation for the Federal 
Emergency Management Agency (FEMA) for FY 1980 and its appro- 
piation for FY 1981.

Today I am accompanied by the Hon. Luis Melendez Cano, Secretary 
of the P.R. Mayor's Association and by our counsel in Washington, 
D.C., Mr. Jose A. Ortiz-Daliot.

The Puerto Rico Mayors Association, which I am honored to pre­
side, is composed of 38 local chief executives from the 
Commonwealth of Puerto Rico. Our organization is non-political 
and our goals are to strive for the general welfare of our 
"municipios" (municipalities). We are certain that those chief 
executives who do not belong to the Association share our con­
cerns regarding the supplemental appropriation request of $314 
million for FY 1980 which will be mostly used to defray the 
cost of the damages that were suffered as a result of Hurricanes 
David and Frederick in August 1979.

In September 1979, President Jimmy Carter declared the Common­
wealth of Puerto Rico a major disaster area. His decision was 
prompted by the devastating effect that being hit by two con- 
secutives hurricanes had on the Island. As a consequence, all 
of our municipalities were designated eligible to receive 
disaster assistance.

The total monetary value of damages caused by David and Frederick 
to our local governments were in excess of $28 million.
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Appendix A provides you with the monetary value of damages 
suffered by our membership and the other local governments of 
P.R. not member of our Association. They too share our petition 
to expedite the approval of the supplemental appropriation for 
FY 1980.

The depletion of the FY 1980 appropiation has greatly affected 
our municipalities. It has disrupted the normal completion pro­
cedure of the disaster projects. Unfortunately too little can
be achieved at the local level to fill the gap left by the absence 1 /of these much-needed funds. Our revenue soruces — as well as 
our loan capabilities are limited, the proceds from both sources 
are drained by our regular budgetary needs which, in most cases,
have to be supplemented by federal monies proceeding from pro- 

27grams such as the Community Block Grants and C.E.T.A.—

Nonethelesss in some cases we have been able to pursued local con­
struction firms to start work on the most pressing projects. 
Financial committments were made on the sole basis that funds for 
these projects have been approved by the federal government. Not 
only are they aware that even said approval is not a guarantee of 
payment but these firms also know that their decision is a finan­
cial risk that could very well mean bankruptcy for some of them. 
They responded to our plea, thanks to the faith deposited in us as 
responsable Chief Executives; but most significant, to the trust 
and confidence they have in the U.S. Congress. The builders are 
certain that Congress is a sensitive body which understands that 
the public interest takes precedence in an emergency situation 
and therefore we all feel confident that you will move to approve 
the appropriations expeditiously.

1. Property tax and payment of local permits are the sole source 
of icnome or revenues that our municipalities receive.

2. Local governments in Puerto Rico do not benefit from the 
Revenue Sharing or the Anti-Recession Assistance programs.
We are presently requesting the inclusion of the Commonwealth 
in the Revenue Sharing Program. We hope you will also support 
said inlcusion.
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The inconveniences suffered by our constituency has caused, 
in some instances, public attacks by our political opponents 
who take advantage of the prevailing situation to build political 
support for their candidacies. We resent such political 
opportunism since we have done our utmost, by complying with all 
the administrative requirements, to obtain the necessary funds 
which have been approved by F.E.M.A. We take great pride and 
effort in serving our communities. It is this pride and effort 
that have brought us here to urge you to move rapidly on the 
approval of the FY 1989 Supplemental Appropriation which shall 
enable us to complete the task we share.

Before finishing we would like to take this opportunity to 
thank Mr. Thomas Casey and his staff in F.E.M.A. for all their 
patience and cooperation in solving our many disaster related 
problems.

Once again, we urge the Honorable Members of this committee 
for prompt legislative action in this urgent matter. Thank 
you very much.
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Appendix A

M uni ci pal ity Amount

Viequ es $ 66 ,419 .00

S al in as 158,8 79 .99

Adjun tas 26 5,55 7.60

San ta  Is abe l 34 ,580 .80

Aguas Buenas 65 ,092 .00

Cata no 67 ,727 .30

N ara n ji to 145,8 54 .55

Guaynabo 38 5,03 2.50

Su pp lena nt  1-Guaynabo 800.00

Aibon ito 81 ,503 .90

Vega A lt a 115,1 60 .00

Lo iza 48 ,714 .20

F lo ri d a 35 ,126 .80

Anasco 149,7 87 .60

Bayamon 56 8,5 23 .90

Pe nu ela s 53 9,12 7.52

Morov is 143,3 67 .50

Co roza l 22 6,79 9.50

Yauco 45 8,1 99 .25

Marica o 14 7,96 5.26

Arroyo 61 0,30 6.50

Luq ui llo 111,4 70 .55

Vega Baja 60 7,04 4.30

Ponce 1,029,7 20 .11

G ua ya ni lla 38 4,00 2.24

Ma nat i 26 4,68 6.00
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M unic ip al ity Amount

Laj as $287 ,78 0.44

Bar ce lo ne ta 24 4,42 7.95

Naguabo 310,6 28 .27

Sup plem ent 1-Naguabo 22 ,966 .00

Ar ec ibo 12 3,795.9 6

Toa A lta 65 ,372 .00

Caguas 39 6,25 9.26

Orocovi s 32 9,06 4.68

Rio  Gran de 17 2,0 26 .70

C ar ol in a 1,65 4,47 4.05

T ru ji ll o  A lto 22 0,308.1 7

Supplem ent I - T r u ji l lo  Alto 504.0 0

Hormigue ros 10 7,17 3.24

Las  P ie dr as 34 7,70 4.69

Jayu ya 51 7,93 6.90

Hamacao 74 7,1 84 .65

V il la lb a 84 ,037 .50

Gurabo 94 ,399 .00

Supplement  I-G ura bo 2,36 8. 00

Yabucoa 57 6,55 2.60

La res 12 0,51 7.44

Dorado 12 0,09 1.00

Cul eb ra 47 ,092 .40

Coamo 74 ,069 .28

Supplem ent  1-Coamo 8, 52 0. 00

Guanica 44 8,51 2.16

Canovanas 187,6 15 .26

Fa jard o 22 6,0 13 .30

C ia le s 49 4,75 9.95

6 3 -2 7 7  0 - 8 0 - 1 5
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M uni ci pa li ty Amount

Las Ma ria s $ 55 ,612 .80

Caiba 133,7 28 .60

Toa Baja 41 3,88 8.30

Utuado 1, 23 3,56 7.95

Juncos 30 0,48 8.15

Cidra 51 ,918 .37

San  Ju an 1,21 4,55 1.06

San  German 98 8,18 2.40

Saban a Gran de 85 ,627 .00

P a t i l l a s 95 ,464 .00

Ju an a Diaz 107,3 38 .90

Maunabo 27 5,5 89 .90

Cayey 23 3,9 69 .58

B ar ra nq ui ta s 73 ,383 .10

Guayama 20 5,89 7.50

Comerio 158,2 13 .88

Mayaguez 41 2,8 27 .13

San Lorenzo 614,8 93 .93

Cabo Rojo 88 ,824 .34
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Mr. Traxler. We appreciate  your coming this distance to testify  before the Committee. We note that  the  tota l estimated requ ire­ment for Puerto Rico as a result of the  storm and hurr ican e are estimated at $142 million, of which $95 million has already been expended and some $47 million is to be appropriated .
You will be pleased to know tha t, as I told the  gentlemen here, the  wheels are turn ing  in the supplemental appropria tion bill which is before the Full Committee tomorrow and hopefully will be acted upon by th e House next week. Your rema ining  $47 million is present.
We were hopeful t ha t w ithin a ma tte r of a couple of weeks it will have cleared the Congress and been signed by the  President. We are sorry it took so long.
Mr. Cole. Mr. Chairman, I am accompanied by the  Honorable Luis Melendez, who is the  Mayor of Vega Baja and the Secre tary of the Association of the Association in Washington, Mr. Jose Ortiz.Thank you for thi s opportuni ty.
Mr. Traxler. Thank you for your presence and your testimony.May I ask the Mayor of Mayaguez what is your city’s annu al budget?
Mr. Cole. I am the Mayor of Mayaguez; it is $12 million.
Mr. Traxler. Does munic ipality take  in a larger area tha n jus t the  population center of Mayaguez?
Mr. Cole. It comprises the center area plus the  rur al areas.Mr. Traxler. Your definition of a municipality  is broader tha n what we are accustomed to here.
Mr. Cole. Yes; i t is. We have been trying for years to get  tha t up.Mr. Traxler. We can appreciate  the  problems it would cause. What  would your municipal ity’s budget be?
Mr. Melendez. It would be $245 million.
Mr. Traxler. Your population?
Mr. Cole. Population, 120.
Mr. Coughlin. Thank you for coming a long way to be here before th is subcommittee.
We hope we will be able to move your request.
Mr. Traxler. You have a very beauti ful Island. The people are quite gracious. It has been my pleasure to have visited there.Mr. Cole. T hank  you.

Federal Emergency Management Agency 
WITNESSES

HON. MELVIN H. EVANS, REPRESEN TATIVE IN CONGRESS FROM THE 
TERRITORY  OF THE U.S. VIRGIN ISLANDS

GEORGE SWAREZ, DIRECTOR. PROJECT DESIGN AND ENGINEERING, 
VIRGIN ISLANDS

Mr. Traxler. We want  to welcome our colleague, Mr. Evans. We have jus t finished with Congressman Baltasar  Corrada who has delivered a message to us.
You may proceed in any fashion that  you care to.
Mr. Evans. Mr. Chairman and Members of this  distinguished subcommittee,  I am pleased to appear here today in regard  to the
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Virgin Islands’ Hazard  Mitigation Pi an, which is in urgent need of 
funding during this calendar year, the  emphasis on this calendar 
year.

The twofold purpose of my presentation is to bring  to your att en ­
tion the precarious situat ion we cur ren tly face in the Virgin Is­
lands and to reques t the appropria tion and earm arking of approxi­
mately $4 million specifically for implementation  of this plan.

As you may recall, Mr. Chairm an, St. Croix, St. Thomas and St. 
John were hit  extremely hard  by the  effects of Hurr icane David 
and Tropical Storm Frederick , which caused extensive wate r and 
wind damage last August. Tha t the re were no casualties was 
mainly attr ibutable to adequate warn ing and a healthy  respect  in 
the Islands for hurricanes,  which prompted the necessary 
precautions.

An assessment of the  severity  and magni tude of damage showed 
almost 3,000 homes which suffered some degree of damage, with a 
small number completely  destroyed.

School buildings suffered almost $3.5 million damage, and while 
the road damage on St. Thomas and St. Joh n was not very exten­
sive, there was over $1 million damage to the roads on St. Croix.

Additionally, about $300,000 damage was done to the small dams 
on St. Croix, which are very essential in raising the water table 
and providing some water for livestock and limited irrigat ion. The 
total estimate of the cost of clearance and resto ration of road 
systems, public buildings and public u tiliti es is $3.5 million.

At this point, Mr. Chairman, it is important to make the  point 
that  simply restoring things  as they  were before is to set the stage 
for a repeti tion every time ther e are storms.

It seems very clear  that the  Federa l Flood Insurance Program  
analysis of what  they term “hundred year storms” is in urgent 
need of revision since the Islands within  the  past 20 years  have 
had four such storms which were supposed to occur only once per 
hundred years and actua lly have had thre e within the past ten 
years.

Under  these conditions, it is necessary to restore in such a way 
that the likelihood of a  repeat occurrence  is minimized. This comes 
under  the provision of hazard  mitigat ion. Any othe r approach is 
merely a waste of money.

Of much concern to me and to all Virgin Islanders is the fact 
that  the Virgin Islands experience a hurr ican e season annually 
between the months of July  and December. Even in the absence of 
severe storms, this period is the period of heavies t rainfal l.

Because this is unpredic table, an acute  need exists for the expe­
ditious approval of this subcommittee of funding for this plan in 
order that sufficient steps can be taken immedia tely to lessen the 
probable impact of severe flooding which may occur this  year.

As you will note from the Hazard Mitigation Plan, which I have 
attached to my statement, only the 10 most critical ly damaged 
areas of St. Croix were selected for mitiga tion and priority.  Seven 
of these areas are  residen tial communit ies which are exposed to 
significant  hazards to life and property.

Mr. Chairman, this ma tter  is extremely serious and in urgent 
need of attention . In light of the  present situation, I hope that you 
will agree that  my request is both reasonable and necessary.
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As I am certa in you will agree, it would be much wiser to implement flood control measures tha n to rebuild these  homes 
repeatedly should they become uninhabi table  from the effects of flooding.

Thank you so much for listening to me, and I am prepa red to answer any questions which you may wish to ask at this  time.
I would like to emphasize the point, Mr. Chairman, that  the problem here  is one of making sure that  s teps are  ta ken  to preven t this  happen ing again. To restore the  thing to the  way it was, that 

really means the next time we have a rainfall it goes again, and you have sort of a revolving musical chair type of thing.
Time is of the  essence. We see we are in a cycle where we have heavy rainfall every year or two and with the build-up which 

occurred in the Islands and the increased rapid ity of the  runoff, there is serious danger.
Mr. Traxler. Mr. Evans, what  would the  Hazard Mitigation Plan do? In the event you had the $4 million, what  would it be used for?
Mr. Evans. There are already ten specific areas, ten major areas for which the cause of those flooding and  damage has been identi­

fied, and the  money will be used immediately to remove those causes.
There is a major area  in St. Croix nea r the  airp ort involving an 

indus trial  area  where the whole bed, the  whole course of the stream has to be changed in order to avoid this thing which hap­
pens every few years, so th is is wha t would be done, is to remove the cause of this flooding.

To answer your question specifically, it involves earthwork and 
several other things, bridges and dams, and so forth.

Mr. Traxler. Yes; al l right.
Does the autho rizing  legislation for FEMA perm it it to engage in that  kind of construction?
Mr. Evans. There seems to be some question. At one level they insist it is stri ctly  restora tive work exactly as i t was.
At a noth er level of FEMA they seem to interp ret  i t exactly as we do, if th at is going to  make it wash away with the very next storm 

then  take  steps to prevent that . There  is no in tention of improving in the sense t ha t you are  improving the value of something.
The inte nt is to remove the cause. What  exactly happens,  Mr. Chairman, is t ha t there has been a lot of bad plann ing and lack of 

knowledge perhaps, so that certain things were done which have proven to be unsatisfactory.
Mr. Traxler. I guess my problem is we don’t wan t to reinv ent the Corps of Engineers. They do a very nice job, and one of them is enough.
We will obviously do some inquiring in view of your request. We want  to make sure that  programs that  are being advocated here are not duplicative of the Corps of Engineers flood control program.
Mr. Evans. They may be duplicated but, additional in the  sense that  many of these problems did not become clear  u ntil we actually 

had a flood and, therefore , they may not have antic ipated tha t.Mrs. Boggs. Mr. Chairman?
Mr. Traxler. Mrs. Boggs?
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Mr. Evans. This is Mr. Swarez.
Mrs. Boggs. Unfortunately  I have received a call. We have a 

markup of the bill in my othe r committee which also has a rela ­
tionship  to flood control, so I will be helping  you by ensur ing 
coordination.

I would like to say, Mr. Chairm an, in response to your question 
about whether FEMA has any funds for these purposes, that  one of 
the new efforts under the Flood Insurance Program is to assist 
areas where ther e has been repeated damage by helping to move 
public buildings, and so on, out of th e area , by encouraging bett er 
means of construction and construction in othe r a reas.

Also, when priva te homeowners have been assured  that  they 
have repeated damage, there is an effort to provide some type of 
forgiveness in conjunction with HUD on the mortgages there and 
to have the  local communities turn  the  lots into public service lots, 
open spaces, or whatever recreation al space is feasible.

In addition to tha t, one of the  reasons I was so in teres ted in the 
disas ter aspect of the Secre tary of HUD’s discret ionary  fund re­
maining in the budget is because th at  fund helps in jus t those 
regards where there are no othe r moneys to be able to do this.

It helps in the  public areas where ther e has to be removal, 
subs tantia l redoing of the whole ter rain as well as the buildings.

Mr. Traxler. They have a Flood Damage Mitigation Plan. It 
may be tha t some of what  they propose to do can be done through 
FEMA and the Flood Insuran ce Program, acquisition and removal 
of some of the struc tures .

I am not sure that  when we ta lk, perhaps drainage stru ctures—
Mrs. Boggs. All of that  will have to come under the  Corps of 

Engineers.
Mr. Traxler. We thin k that  you have come to th is subcommittee 

for some of your effort, but I thin k you will find that most of your 
requests would fall within the jurisdiction  of the Corps of Engi­
neers. When you talk  about flood control struc tures, enlarg ing 
drainage ditches and tubes, other kinds of things that  Mrs. Boggs is 
more familiar with than I am, I would agree that  it would come 
under th e Corps of Engineers.

Mrs. Boggs. Of course, the  Corps of Engineers , Mr. Chairm an, is 
involved in the disas ter relief work as well.

Mr. Traxler. Yes.
Mrs. Boggs. And ther e is coordination with FEMA in this 

regard. I hate  to leave, Mr. Evans, because I was very pleased to 
see tha t you have done a  mitiga tion study which should be helpful 
to everyone in trying to arrive at some conclusions in this regard.

Thank you so much.
Thank you for le tting  me interrupt , Mr. Chairman.
Mr. Traxler. I think you should be commended for developing a 

mitigation plan which is designed to forestall future and recurring  
damage and, therefore, claims.

We wan t to be of assistance in this mat ter. I note that  ther e is a 
provision for some $3 million as a resu lt of H urric ane David and 
Tropical S torm Frederick.

They call it d isaste r response recovery.
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Mr. Evans. Let me introduce my colleague here. This is Mr. 
George Swarez, the Director of Engineers , Depa rtment of Public 
Works, Virgin Islands.

Mr. Swarez. Basically, like you mentioned, we don’t want a 
duplication  of the efforts that  have been done unde r the Corps of 
Engineers. For that same reason, so th at  we do not get involved in 
a duplication of efforts from the Corps of Engineers, we have as 
par t of this  mitigation plan looked at the  possible funding sources, 
and one of those was the Corps of Engineers. We spoke with Mr. 
Adams from the Corps of Engineers and he identified where he 
could help us and in which programs.

As a resu lt of this discussion with his agency, most of the  pro­
grams that  we had, the maintenance Dr. Evans mentioned , was 
totally  too small to be considered as a Corps of Engineers project.

Their projects sta rt at $2 million minimum, and it takes about 
five years to get it off th e ground, so we took that  and said, then  
let’s deal with FEMA; so th is is not a duplication.  Tha t is why we 
came up with these ten projects.

Mr. Traxler. Mr. Coughlin?
Mr. Coughlin. Thank you.
I want to join in welcoming our distinguished colleague from the 

Virgin Islands, and he has performed a very great service to the 
Virgin Islands.

As I understand it, you have then  coordinated this with the 
Corps of Engineers and they have indicated that  this  is not appro­
pria te to the ir field. Is that why you are  coming to FEMA at  this 
point in the game?

Mr. Swarez. Yes.
Mr. Coughlin. Have you made any kind of submission to FEMA at this  point?
Mr. Swarez. The plan was submitted throu gh FEMA. I t went to 

the Governor and from the Governor to FEMA as a  plan.
Basically, this portion of the  mitiga tion comes under Public Law 

that allows FEMA to give funds if resto ration work is going to 
restore a substandard  structure  and if we have local law stat ing 
that  a minimum design s tandard has to be met for any restoration  
and new work.

As a resu lt as par t of the  Federal Flood Insurance Program also 
sponsored by FEMA in 1978, the Virgin Islands enacted  a law t ha t 
said that  we have to meet the  100 year  frequency storm so the 
resu lt is we have proposed to bring it up to that  standard which is a s tandard by law.

Mr. Coughlin. I am total ly sympathetic. I have one littl e com­
muni ty in my distr ict that is righ t along a river  which floods out 
every spring. We have now flood insurance to keep paying to 
restore it the  way it was instead  of fixing it so it won’t happen 
again. This is pre tty stupid.

As far as you know, is this  $4 million included in the  cur ren t 
FEMA request?

Mr. Swarez. It is apart  from the  $4 million. Tha t $4 million is 
for resto ration work, and if we can work this  mitiga tion plan in 
then  a lot of those projects, they  are all tied to what is known under FEMA as-----
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Mr. Coughlin. You submit ted it to FEMA and FEMA submitted 
an appropriation request?

Mr. Swarez. No; this basically is a solution.
Mr. Traxler. FEMA received the ir repo rt without comment. I 

thin k you mentioned that in your presentation.
Mr. Swarez. No; the Lieu tenant Governor submit ted his report, 

but it went to FEMA.
Mr. Traxler. We have already marked-up on the emergency 

appropriation  in this Subcommittee. It is before the Full Commit­
tee now.

Mr. Coughlin. Back on th e record.
Is the $4 million the total  cost of the plan or is th at  jus t the  f irst 

installment?
Mr. Swarez. The $4 million, we are talk ing about two $4 million 

here. The one for the mitiga tion is the  one we are asking about.
The one for resto ration work is a par tial  amount that  is a lready  

allotted.
Mr. Coughlin. Is this $4 million to finish implementing the 

Hazards Mitigation Plan?
Mr. Swarez. Not the  one that  FEMA has, the  one that  we are 

proposing now.
Mr. Traxler. Yes, tota l cost. Your Mitigat ion Plan  is $4 millon?
Mr. Swarez. Yes; and it deals also w ith trying to implem ent and 

work out additional plans to meet the  Federa l Flood Insurance 
Program so in the  long run  the  Federal Flood Insuran ce Program 
would not have to be settled every other year with the  claims.

Mr. Traxler. Anything else?
Mr. Coughlin. No; than k you very much.
Mr. Traxler. We will do everything  possible.
Mr. Evans. Thank you very much.

Federal Emergency Management Agency 
WITNESSES

HON. DAWSON MATHIS, A REPRESE NTATIVE IN CONGRESS FROM THE
STATE OF GEORGIA

HON. TOM FAIRCLOTH, MAYOR OF THE CITY OF THOM ASVILLE, GEOR­
GIA

Mr. Traxler. We have a d istinguished Member from the State of 
Georgia, Mr. Dawson Mathis with us today.

Mr. Mathis. Let me take  the  oppor tunity  to introduce to you 
Mayor Faircloth.

For the record, I am Dawson Mathis,  Member of Congress, who 
represents  the Distric t where Thomasville is located.

During the  ten years I have been privileged to serve in the 
House, I have never had a more frustra ting  experience tha n that  I 
have incurred in dealing with Mr. Macy and the people in FEMA, 
who are bound and determined unde r the guise of reorganization to 
make certa in moves of personnel and personnel  funds from 
Thomasville, Georgia and Atlan ta.

I have reviewed and  read the Mayor’s testimony and concur with 
everyth ing that he says in that  testimony.
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It seems to me that  this is the  highest case of bureaucrat ic arrogance that I have ever encountered  during the  time that  I have been here.
The Mayor, of course, in the  ten minutes that  he has to appear 

before the committee, cannot  cover all aspects of it, but  I want  to emphasize and under line everything that  he says and ask the subcommittee, Mr. Chairman, to take  a hard look at what  the Mayor is telling you this morning because i t is all true.
I think we need a complete review of every dime that  has been spent by this  agency to accomplish those reorganization moves that 

they are in the  process of doing, despite the fact that  they  continue to te ll us tha t they are n’t.
If t ha t is confusing, I hope the  Mayor’s statem ent  will clarify it 

for you, and I want  to urge the  Members of the  subcommittee and the full committee, and I hope ultim ately  Members of the House, to take  a hard look at this situa tion because it is wasteful, coun ter­productive and arrogance at its highest.
With tha t, let me in troduce to you the  Mayor of Thomasville, the Honorable Tom Faircloth .
Mr. Traxler. We want  to tha nk you for that  fine introduction and we look forward to the Mayor’s tes timony.
Mr. Fai rcloth, you may proceed in any fashion you wish.
Mr. Faircloth. T hank  you.
It is a pleasure to be before this Committee this  morning.
I would like to call your atte ntio n to one typographical error.  It is on page 9 in the next to th e last  paragraph .
The request is $1,252,000, not $2.25 billion.
I appreciate the  oppor tunity to appe ar before this  distinguished Committee today. I am Tom Fairc loth, Mayor of the  City of 

Thomasville, Georgia, the home of the  Federa l Regional Center for FEMA, Region IV.
My presence before you today is to pose questions  for your con­siderat ion in delibe rating  the  requested appro priat ion for the FEMA fiscal year 1981.
Most of the informat ion which I will present to you today has 

been provided to me by elected officials, employees of FEMA and the media in an attempt to determine  the exact position of FEMA 
in its organiza tional plan throu gh the  reorganization of its 10 regions.

Questions which I raise center around reorganizational activities  of Region III, Olney, Maryland or Philadelphia , Pennsylvania, and of the same activities, real or imagine, of Region IV, Thomasville or A tlanta, but could be applicable to o ther  regions also.
It is important to note at  this time that the Federa l Regional Centers  about  which I speak are underground facilities consisting of two floors with approx imately 50,000 gross square footage of which about 22,000 square feet in office space.
The facility in Olney can accommodate a work force of 200 people functioning in day-to-day activities.
Thomasville can accommodate a staf f of some 109 people. There 

are simi lar centers located in Denton, Texas; Denver,  Colorado; and Bothell, Washington, which house the  ent ire FEMA staffs in each 
of those regions. The buildings are  self-supportive and are  already owned by th e Federal Government.
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I would like to begin today by briefly reviewing the  activities  of 
the reoganization plans as applied to the  Olney, Maryland-Ph ila­
delphia area  known as Region III.

On December 7, 1978, a Defense Preparedness  Agency Region II 
Position Paper was issued on the  proposed location for the  FEMA 
Region III staff.

Tha t paper  addressed “day-to-day and emergency operations, 
int ra and interagency coordination at local, State and Federal  
levels, monitor ing of policy implemen tation  in the  field, and the 
impact on such issues of concern as communications, facilities, 
personnel, and transporation” . . . and fur the r “those consider­
ations which” were felt to “have an impac t on FEMA regional 
operations.”

Recognizing that  only hal f of the  Federa l agencies having re­
gional offices, and that  only 31 percent of Federal agencies with 
which the FEMA Regional Office m ust deal are located in Philadel­
phia, the paper concluded that  “Federal agency coordination will 
not be necessarily  enhanced by locat ing in Philadelph ia.”

No evidence was found that  would clearly  dicta te the location of 
the FEMA Regional staff  in Philadelphia  or any othe r Federa l 
Regional City.

The December 7, 1978, position pape r addresses cost reduction by 
pointing to:

The Senate Calendar No. 1060 (Rept. No. 95-1141) which admonishes . . . “tha t 
special care be taken that  the reorganization itself not resul t in any increases in 
Federal spending.” The emphasis appears  to be on cost reduction, particu larly 
reduction of duplication of organizations and systems.

GAO Report LCD-67-409 dated April 27, 1978, states  in part, “to reduce the 
vulnerability of the  government and ensure its continuity during a national  emer­
gency, team members must operate from protected, well-equipped facilities.” The 
existing government-owned FRCs do provide protected, well-equipped facilities 
which should be utilized to avoid duplication of costs in facilities, staffing and 
support systems.

The paper  concluded that some $250,000 per year would be 
needed to house staf f offices in Philadelph ia with no appreciable 
reduction in maintenance costs of the  Federa l Regional Center in 
Olney because of the  need for it to remain operat ional for a na­
tional emergency. It also addressed many other significan t cost 
increases accompanying a contemplated move from Olney to Phil a­
delphia.

In a March 28, 1980 response to a request by Congressman 
Michael D. Barnes  on the question of relocation of Region III, the 
General Accounting Office reported  that  FEMA officials found t ha t 
it would be more costly to transfer positions to Philadelphia  rather 
than keep them in Olney, but that  a cost savings was not a major 
factor in deciding to relocate. They fur the r pointed out disadvan­
tages of the relocation as being:

One, disruption of personal lives of the transfer red  staff;
Two, loss of experienced personnel who decide not to relocate;
Three, a “split st af f’ s ituation with Olney remaining open;
Four, existing Federal  space which would accommodate the 

region would not be used;
Five, lack of protective featu res in a Philadelph ia Office needed 

to conduct regional emergency activities during a nuclear attack .
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Despite all of these  findings, and despite all of the proposed 
additional costs, FEMA scheduled and is accomplishing a move of a 
significant number of employees from Olney to Philadelph ia in the 
name of “intr insic  managerial advantages”, advantages which, I 
submi t to you, could have been as easily accomplished in Olney.

Olney may be a case of too littl e too late. My main mission 
before you today is to reques t tha t, before Thomasville becomes an  
Olney, some practical , unbiased, definitive study be accomplished 
which addressed the fundamentals of the  FEMA responsibility.

My experience with this ma tter  dates back to the  fall of 1979, 
when a proposed move of some 40 employees from Thomasville to 
Atlanta surfaced. This move was also in the  name of “intrinsic  
manageria l advantage ” and seemed to be just ified and logical con­
sidering the fact that  ther e were four FEMA-comprised agencies 
located in Atlanta and only one located in Thomasville.

One bureau of th e Atla nta  agencies had no staf f at all and the 
staffs of the other thre e comprised only one-third  of the  total  
number of FEMA Region IV employees. Additional office space at 
great cost must be secured in downtown Atlanta to accommodate 
any additional employee transfers , while the  FRC in Thomasville 
could accommodate all of the  Atlanta -based staff wi thout any addi­
tional costs. Evidently, it seemed, logic had been cast to the wind, 
and so I contacted our congressional delegation  with this  informa­tion.

In a telegram to Mr. John Macy, Senator  Sam Nunn  pointed out 
that  an analys is of the  Governmental Affairs Committee report on 
the reorganizational resolution, such a move was not contemplated 
and could be penny wise and pound foolish, especially since ade­
quate  space was not readily  available in Atl anta and excellent 
facilities would be vacated in Thomasville. He fur the r indicated 
that the Depa rtment of Defense supported a sound case being made 
for having “civil defense coordinating functions  located outside a major metroplitan area.”

And in a November 30, 1979, let ter  to Congressman Dawson 
Mathis, Congressman Jack  Brooks quotes John Macy as having 
made a decision “. . . not to relocate  staf f from the  Thomasville, Georgia, facili ty . . .”

In recognizing these facts, on September 27, 1980, Mr. Macy 
issued a memorandum which cancelled “the tranfe r of positions 
and personnel from Thomasville to Atlanta.” A copy of the memo­randum is attached.

However, proposed trans fers, in fact, were not cancelled. Nor, 
does it seem, the inte nt to do so. On December 27, 1979, Mr. Robert 
H. Volland, Director, Finance  and Administration, highlighted Mr. 
Macy’s “ inten tion to locate a ll FEMA regional offices in the  federal 
regional cities as soon as sufficient space can be identified and acquired.” (Copy attached.)

On February 15, 1980, Mr. Frank Newton announced the  “re­
quireme nt” for Region IV . . . “to function in a sp lit configurat ion” 
and established certa in positions in Atla nta which would be per­
forming “duties similar to the  duties . . . cur ren tly” performed “at  
the Thomasville, Georgia, facility.” Included with this  annou nce­
ment was a personnel survey which asked the Thomasville  employ-
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ees whether they would voluntarily request reass ignment to 
Atlanta.

The facts now speak for themselves. Despite Mr. Macy’s Septem­
ber memorandum and despite the  fact that  no study has been done 
which addresses cost impact, defense posture , or futu re plans for 
FEMA Region IV, some 28,000 square feet of office space is being 
sought in Atlan ta. Three or four Thomasville  employees have al­
ready been tran sferred —albeit  volu ntary—lock, stock, and filing 
cabinet  to Atlan ta, and persons have been hired  in Atlanta to 
assume duties “similar to” and replacing those performed by Tho­
masville employees. Those Thomasville employees whose responsib- 
lities have been displaced, are now performing different duties for 
the most par t on extended temporary  duty at a cost of some $47 
per diem plus travel.

If my information is correct, many of th e replacement staf f and 
the new “temporary-perm anent employees,” as well as adminis tra­
tive travel and administrative  duties  performed by Thomasville 
employees in the  Regional Director’s office are being charged to 
Federal disas ter funds, funds which in his stat ement  before you on 
April 16, 1980, Mr. Macy characterized as “rapidly dwindling,” 
nevertheless “going where it is most needed.”

The specific dutie s and travel to which I re fer are those which do 
not appea r to be specifically rela ted to the  support of a disaster 
response. Some six or seven employees at this  time are working as 
assis tants  and secre taries  in Mr. Newton’s office in Atla nta  on 
from a 90-day to a full-time basis and are receiving disaster fund 
pay. An employee has recently  been hired  in Thomsville under a 
90-day appointment as a Communication  Supervisor  with no daily 
or specific disaster duty, and is being paid from a disaster fund.

I have been told by Mr. Frank Newton, who is the Director of 
FEMA Region IV, t ha t the primary reason for th e Atlanta location 
of his s taff and the some 40 employees comprising th e split configu­
ration of FEMA Region IV is necessitated by the required personal  
eye-to-eye contact with other Federal agencies. As with Olney, 
while ther e is a high concen tration  of Fede ral agencies in Atlanta, 
those with which FEMA works (with emergency functions) are 
located in many areas of the region and the country, some 68 
outside the  A tlan ta area.

I have also been told that Thomasville’s location is not conducive 
to convenient travel throughout the  region. I submit to you that 
with multiple-scheduled daily flights from thre e commercial air ­
ports located 40, 45 and 56 miles away and its being the crossroads 
of three major U.S. routes and 40 miles from 1-785 and 25 from I- 
10, Thomasville is not inconvenient to travel throughout the 
region.

In summary, with all of my limited knowledge and findings on 
the proposed reorganization of FEMA, it appears that  there needs 
to be fur ther independent study given to the  plans in many re­
gions, inc luding IV, before additional funding is approved. I do not 
believe that  the proposed reorganization can be justified in terms 
of a safer, more logical imp lementation of the  function and mission 
of FEMA, not to mention the  t remendous inherent costs associated 
with such a  configurat ion.
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At an April 22, 1980, meeting with Mr. Newton, four members of 
Mr. Macy’s staff, Senator  Sam Nunn, Senator  Herman Talmadge 
and me, Mr. Newton stated  that he would not require any person­
nel to be tran ferred from Thomasville to Atlanta,  but  that he 
would actively encourage employees to take  voluntary  trans fers. 
Fur ther, that he would need to have his “supporting  st af f’ in 
Atla nta whe ther  or not voluntary transfer s from Thomasville were 
accomplished.

I refer you again to the September 27, 1979, memo from John 
Macy. It is interesting to note that following that  April meeting 
Mr. Macy wrote in response to a conversation with Sena tor Tal­
madge, and I quote in part: “I want to confirm once again my 
commitm ent to you that we will not proceed with consolidation of 
offices in Region IV by the relocation of personnel  from Thomas­
ville, Georgia . . . the  proposed consolidation was cancelled . . .”

Since it is obvious that  Mr. Macy does not intend  to consolidate 
the facilities, and since Mr. Newton is obviously finding some way 
to hire additional employees and ren t additional office space, I 
respectfully  suggest that a close look be take n at the fiscal year  
1981 FEMA appropriations reques t to ensure that  duplicat ion of 
staff, office, and othe r costs, part icularly in Region IV, are 
addressed.

I may be talk ing of only $500,000 to $1,000,000 out of an appro­
priation request of $1,252,000, but to para phra se a grea t tru th , “a 
million dollars here, and a million dollars there , and pre tty soon 
you’re talk ing about big money!”

Thank you, gentlemen, for your attention. This ends my presen­
tation . I will be happy to address any questions  which you may 
have.

[The inform ation follows:]
Memorandum for: Mr. Ha rris Pope, Acting  Regional Director, Region IV.
From: Joh n W. Macy, J r.
Subject: Regional Office Location.

This mem orandum will confirm my telephone advice  to you a few mom ents  ago 
th at  a man agemen t decision has been made  to cancel the tra ns fe r of posit ions and 
personnel  from Thomasville to At lan ta as orig inally plan ned  in the  regional organi­
zational design and the  staff ing schedu le for Region IV. You alre ady  have  inform ed 
the  Thomasville sta ff of th is decision. I would app rec iate  it if you would advise  the  
At lan ta sta ff as  well as quickly  as possible.

In view of t his  decision it will be necessary  to re-evaluate the  regional organiza­
tion, the  assignm ent  of programs  and the  staf fing  schedule as quickly  as possible. 
Your ideas on these ma tte rs would be helpful in conducting  thi s re-evaluation in 
Washington.  In the  meantime, it is requested th at  no fu rth er  personne l actions be 
inst ituted.

Federal E merg ency  Management  A gen cy,
Washington, D.C., December 27, 1979.

Mem orandum for: Adm inis trator, Associa te Directo rs, Office Direc tors, Regional
Directo rs/A cting Regional Directors .

From: Robert H. Volland, Direc tor, Finance and Adm inis trat ion .
Subject: Regional References.

Relocation of the  offices in Regions VI and X has crea ted some confusion about 
the  prop er reference  to  these  offices.

The fact th at  these offices a re presen tly located  in Denton and  Bothell in no way 
affects  Mr. Macy’s intent ion  to locate all FEMA Regional Offices in the  Federal 
Regional cities,  as soon as suffi cient  space can be ident ified  and  acquired.
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Accordingly, and since both Regions VI and X re tain office space in the ir Regional 
cities, they  should continue to be refer red to as “Region VI (Dallas)” and “Region X 
(Seattle), respectively.

U.S. Senate .

Mr. J ohn Macy,
Director, Federal Emergency Management Agency.

Based on an init ial analysis, I am opposed to the  tra ns fer of the  Defense Civil 
Prepare dness functions from the  cen ter in Thomasville, Georgia to the  proposed 
regional headquarters  of the  Federal  Emergency Manageme nt Agency in Atlanta.

I am not aware of any deta iled ju stifi cation of this  proposal and would like a full 
report  an d explanatio n at  t he  earl ies t o pportun ity.

According to an analysi s of the  Gov ernm enta l Affai rs Committee  report  on the 
reorganiz ation  resolu tion, this move was not contemplated in the  original reorgani­
zation proposal.

I hope that  you will not proceed with  thi s proposal  un til a thor ough analysi s and 
review has been completed.  I be lieve such a step  at  this time could be “penny-wise” 
and “pound-fool ish.” Adequate space is not read ily available in Atlan ta, and excel­
len t facilities in T homa sville would be vacant.

I have asked  the  Depar tment  of Defense for thei r views on the  nat ional security 
aspec ts as it appears th at  a sound case can be made for having the  civil defense 
coordina ting func tions  located outside a major met ropolitan area. DOD has indicat­
ed th ey will support this view.

Sam Nun n ,
Member Senate Governmen tal A ffa irs  Committee

and  Ar med Services Committee.

H ouse of R epr esen tatives ,
Legislation and National Security Subcommittee,

Committee on Govern ment Opera tion s,
Washington, D.C., November 30, 1979.

Hon. Dawson Math is,
Rayburn  House Office Building,
Washington, D.C.

Dear Dawson: Following up your  recent correspondence to me conce rning  the 
proposed reorganiz ation  of the  Federal Emergency Manage men t Association offices 
in Georgia, I am informed th at  the  ma tte r has  been closed favorably along t he  lines 
you requested.

Mr. Joh n W. Macy, Jr ., director  of the  Federal Emergency  Manageme nt Associ­
ation,  wrote th at  he has made a decision “* * * not to relocate  sta ff from the  
Thomasvil le, Georgia facility  * *

If I may be of furth er  assis tance , please  do not hesitate  to call upon me. Mean­
while, with  every good wish to you, I am 

Sincerely yours,
J ack Brooks, Chairman.

Federal E mergency Manage ment A gen cy,
Washington, D.C., A pril 29, 1980.

Hon. Herman E. Talmadge,
U.S. Senate,
Washington, D.C.

Dear Senator Talma dge: I appreci ate the  recent conversat ion we had on the  
question of relocation  of FEMA personnel from Thomasville to Atlanta. I reg ret  I 
was unable to meet  w ith you on Tuesday, Apri l 22.

I want to confirm once again my com mitmen t to you th at  we will not proceed 
with consolidation of offices in Region IV by the  relocation of personnel  from 
Thomasville, Georgia. I have  reinforced thi s policy with  Fra nk  Newton , our  Region­
al Direc tor in Atlan ta, to assure  th at  fu rth er  mis unders tanding on thi s issue is 
eliminated.

Since the  proposed consol idation was cance lled, I have direc ted th at  furth er  
efforts  to stu dy relocation into At lan ta be ceased. However, you may be as sured th at  
if a t any  t ime in the  future I decide to proceed with  conso lidation or if consolidat ion
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is being recons idered, you will be provided with  a full exp lanatio n, cost analysis,  and  long-range plan for the  Thomasville facility.
If I may be of fu rth er  assistance, please let me know.

Sincerely yours,
J ohn W. Macy, Jr ., Director .

Mr. Traxler. Mayor Faircloth , that is probably one of t he best 
statements that this subcommittee has received this year. You a re 
to be congratulated. It is an excellent one. We, in the course of the 
hearings, asked the question of FEMA as to what the ir proposal 
was in connection with the ir relocations, and Mr. Macy described 
the thre e locations that  were under consideration . In connection with your community, he said:

A thi rd proposal has been deferred un til a lat er  date. The tra ns fer of some 26 personnel from Thomasville, Georgia, which was the  location of the  Civil Defense Agency previous to the regional headquarters  in Atlanta. In th at  pa rti cu lar  in­stan ce we have  indicated th at  we will not tra ns fe r any  personnel,  not wishing to make the  move, while we furth er  stud y the  conso lidation in Atlan ta. Our  objective in all the  relocations was to bring together the  various agencies of the  federal regional city in order to have  the bene fit of combined uses.
Mr. Faircloth. Et cetera.
Mr. Traxler. I th ink  your objections are  very well taken . I am at 

a loss somewhat to understand why a civil defense agency would 
want to be in a prime nuclear targe t area. They should be among the first survivors or th e last.

Mr. Faircloth. This is an odd quo tation also. I guess one reason 
that  this report is so tho rough is because we have been involved in 
it to some degree since last  fall, and both the members of the 
Congress, part icularly  Congressman Mathis, has been very ins tru­
mental in t rying to  reconst ruct wha t is happening.

Many of the  employees don’t unde rstand, and some of the caree r 
employees now, because they did not wan t to transfer to Atla nta  
and because they have refused to, while they are still stationed in Thomasville, are  on extended TDY duty, like 25 to 30 days doing things that they were not trained  to do. They had been retained.

We don’t unde rstand the  problem, and we have been asking 
questions. And let me assure  you that  I salu te the  Congress in trying to atte mpt to balance the budget. It is a monumenta l task, 
and if any way tha t Mr. Macy or Mr. Newton can make a determi­
nation  that  it is in the  best interests of FEMA, that  it will save 
money to move from Thomasville to Atlanta, I will be the  first to 
get on the bandwagon, because I want to see tax dollars saved at 
all costs. I am an elected official, and my budget is not what  your 
budget is, but I know exactly what  you are up against.

Mr. Traxler. We a re up again st the  same pressures as you are. 
Incidenta lly, what  is t he population of your city?

Mr. Faircloth. Around 20,000, depending on whe ther  you are 
talking to a  r eali st or th e chamber of commerce.

Mr. Mathis. May I add to what has been said? My concern about 
the budget, as anyone knows, I am committed as you are. I, too, 
would support it if I thought this consolidation was going to be a 
cost-effective measure. Let me also go back to a sta tem ent  Mr. 
Macy made in my office at a meeting at which Mayor Fairc loth 
was present. In the event that  we had a nuclear attack, these 
personnel  from Atlanta would be transfer red  back to that  ha r­
dened facility at Thomasville.
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Now, how he proposes to get them the re he could not answer, 
and I want to point out again that  he is abandoning the  office 
space th at is available, and going into  A tlan ta where office space is 
not available, and proposing to lease from priva te sources up to 
28,000 feet of office space that is not availab le but is readily availa­
ble in Thomasville, and presumably that  the  government not only 
has available  but owns ou tright . It seems to me that  the proposed 
move itself makes no sense from any standpoint except wha t he 
refers to as-----

Mr. Faircloth. Intrinsic managerial—I am sorry, I am not famil­
iar with it.

Mr. Mathis. I asked him to provide tha t, and he said eye-to-eye 
contact with bure aucrats  and othe r agencies. This is the thrust of 
what he said, but  the one thing that  the  Mayor has pointed out 
this morning that I part icula rly wanted to call to the  attentio n of 
the members of th e subcommittee is the fact that  these funds are 
being used for nondisaster  purposes, mainly  hiring duplicative per­
sonnel in that Atla nta  office today. It is being used for travel , as I 
understand it, and for people from the Thomasville facility to go 
into Atla nta on te mporary duty assignments, where they are  being 
paid obviously per diem a t the rat e of some-----

Mr. Faircloth. Forty-seven do llars a day.
Mr. Mathis [continuing]. $47 a day. Mr. Chairman, I might  also 

say t ha t this information and documentation of this  information is 
available to members of t he Subcommittee, and the  Mayor asked 
me if we should make it available, and I said, well, I want  to tell 
them that  it is available, but  we are runn ing the risk of hav ing a 
“whistle-blower kind of situation” get into trouble, and ther e are 
obviously whistle-blowers within  the agency or else we would never 
have the informat ion that we have made available  to us about 
what  I consider to be a financia l wrongdoing that  is going on 
within  that agency. And if the committee  would like to have that 
information on any kind of a confidential basis, certa inly to Mem­
bers of the Subcommittee, we would be glad to fu rnish  it.

Mr. Traxler. We are confident that  the  information you have 
given us verbally is correct.

Mr. Coughlin. I have no questions. It does sound like an extr aor­
dinarily fouled-up situation.

Mr. Faircloth. It really is, and  the thing that  amazes me, I wish 
that we had some of the  news media from our area  here to tell you 
what  we have had told. We had jus t one day a newspaperman call 
and ask Mr. Newton about this, and Mr. Newton gave him one 
story, and 30 minutes late r he was talk ing with a totally different 
reporter, and a TV reporter called Washington and spoke with 
someone in Mr. Macy’s office and got something  entirely different,  
and so I don’t know that ther e is a real good communication 
between Mr. Macy and Mr. Newton.

Mr. Newton said at the last meeting that  I attended that  no one 
would be forced to move, that  they would be able to be reassigned 
voluntarily, and that  they would be encouraged to be reassigned, 
and that nobody would be hired and the position would be tra ns ­
ferred, and yet Mr. Macy, who was not at th at  meeting, followed up 
tha t meeting with a letter saying that  there is no tran sfe r of



239

personnel  or positions from Thomasville to Atla nta,  and a truc k 
backed up to the  facility out there.

Incidentally, this truck, the transportat ion was paid from disas­
ter  funds. It was sent down by Mr. Newton and filing cabine ts and 
chairs and tables  and all of this  were loaded on the  truc k and sent 
to Atlanta, and people who were responsible for that  office equip­
ment  and those files have either been replaced in Atlanta or are 
going to Atlanta on TDY duty to perform the  job that  they were 
performing in Thomasville. I don’t know what  is happening.

Mr. Traxler. We want to thank you for bringing this  ma tte r to 
our atten tion. It poses some problems for the  Subcommittee. We 
are not sure how far we can go in rest ricting the  executive’s 
auth ority to manage, and we have never had this issue before us 
before. We will mediate on th at and consult with Dawson.

Mr. Mathis. Excuse me, Mr. Chairm an. We come to you as 
somewhat of a  last  resort, realizing  that  on certain occasions the 
only way that  you bring  about a stop of these  kinds of things is 
that  hopefully there will be some limitation  on the  funding tha t 
might prohibit  this kind of arro gan t conduct on the  part of this 
agency in the future . Of course, we are  concerned primarily  with 
the Thomasville facility, but also wha t is happening at  Olney, 
where clearly it is absolutely cost-ineffective to be accomplishing 
this move.

Mr. Faircloth. And while Battle  Creek, Michigan, does not  have 
an underground facility, there were office spaces available in 
Batt le Creek, and the  whole thing was tran sfer red  to downtown 
Chicago. Let me point out now that  Denton, Texas—and I will 
reit era te what  I say—Denton, Texas, and Bothel, Washington, and 
Denver have duplica te facilities to Olney and Thomasville, and the 
enti re FEMA s taff is working and opera ting out of those facilities, 
same size, everything.

Mr. Traxler. We want to tha nk you.
Mr. Faircloth. Thank you, Mr. Chairman .

Federal Emergency Management Agency

WITNESS

HAROLD A. SCHAITBERGER. LEGISLATIVE DIRECTOR. INTERNATIONAL
ASSOCIATION OF FIRE FIGHTERS

Mr. Traxler. We want to return  to Mr. Shai tberger—thank you 
for your patience—Legislative Director of the  Internatio nal  Associ­
ation of Fi re Fighters.  It is a pleasu re to welcome you here. Many 
of your members are very dear and personal friends  of mine.

Mr. Schaitberger. We have a lot of members in your distr ict 
and they speak very highly of you.

Mr. Traxler. You may proceed in any man ner you wish.
Mr. Schaitberger. Thank you.
I would like to thank you, Mr. Chairman, and the  subcommittee,  

for giving us an opportunity to present our views today concerning 
the  appropriations for the  U.S. F ire Admin istration. Our organiza­
tion represents  175,000 professional fire fighters throughout the 
country.  Today the U.S. Fire Administration  is requesting a total
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appropriation of nearly $21 million for fiscal year 1981. While we 
are in general  support of this  request,  we m ust stress  that it is the 
absolute minimum essential if the  federal fire program is to signifi­
cantly reduce the  losses in life and prope rty to fire experienced in 
the United States.

To deal with the seriousness of the  national  fire problem, the 
Congress, throu gh the National Fire Prevention  and Control Act of 
1974, envisioned a comprehensive Federal; program, working in 
cooperation with and in support of sta te and local efforts. In re­
sponse to this legislative mandate, the  U.S. Fire Administra tion 
has had three main program directions: education  and train ing,  a 
national fire data  center , and research  and development in fire 
sciences and engineering.

Last year significan t strides  were made in the area of education 
and training with the purchase and opening of the National Fire 
Academy in Emmitsburg, Maryland . The estab lishm ent of a Na­
tional Fire Academy has long been one of t he major goals of the 
IAFF. The Academy, with resident capacity of 300-500 students 
and space to accommodate conferences of up to 1,000 people, will 
serve as focal point for upgrading fire fighting capacities  through­
out th e country.

Selected individuals repre senting fire fighters,  fire chiefs and 
marshalls, code enforcement organizations , archi tects,  arson detec­
tion units, and other fire-rela ted professionals will be trained  in 
the most advanced techniques of fire prevention and control. These 
experts  will then  share this information, passing the ir knowledge 
on to colleagues throu ghou t the  country. The IAFF is gratifi ed to 
see the  National Fire Academy finally established and opened for 
operations.

With its establi shment, the U.S. Fire Admin istration can now 
hope to make the  major strides  in the education  and training of 
fire-related personnel needed to significantly reduce fire deaths, 
injuries  and property losses in the United States. We hope t ha t the 
subcommittee will support the adm inis trat ion’s appropriation re­
quest for thi s program.

One program within  the area  of educa tion and training which is 
geared toward the  working fire fighter and in which the IAFF 
takes  a par ticu lar inte rest is the Open Learn ing Fire Science P ro­
gram. This program is a higher education  project which provides 
access to a college education to all fire service personnel in this 
country, that  is, both volunteer and professional. The project is run 
in conjunction with selected colleges and universities  offering a 
quality  education to students and awarding credits  and college 
degrees in fire administ ration and fire prevention technology.

Since i ts inception in 1977, th e program has been highly success­
ful in atta inin g its stated goals, and has done so in a most cost- 
efficient manner. This year saw a flowering of the Open Learning 
Fire Science Program, with four courses being offered to over 600 
registrants across the country. These courses have been junio r and 
senior level college credit courses offered by accredited colleges and 
universities as part of a course of study leading to a baccalaureate 
degree.

The courses were designed in such a way as to allow paid and 
volunteer fire fighters with full-time workloads to pursue  a degree
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program. The program currently has agreemen ts with eight col­
leges and universities  that provide the option for higher education 
to fire service personnel  in 45 states.

Continued support for this  USFA/Na tiona l Fire Academy pro­
gram is absolutely essential so that the minimum number of 
courses, twelve, which have been promised to the  univers ities, can 
be made available. Without the minimum twelve, all students  who 
have started  the program will be left out in the  lurch; and ins titu ­
tions that have begun introducing the  new curriculum  will be 
forced to reverse  and stop the ir efforts. Furtherm ore,  additional 
insti tutions must  be found to inst ruct students  in at least  five more 
states.  Currently  we have more students  availab le tha n colleges 
able to in struct them.

At the end of Phase III of this program in September of 1980, six 
three-semester hour junior and senior level courses will have been 
developed forming a network of schools tha t currently ins truc t over 
600 students. The next phase of the  project hopes to add three 
more courses, recr uit one or two more schools to complete the 
network, and continue  the evaluation and revision of course mate­
rials which has already begun.

In addition, the  project calls for the  continuous monitoring and 
coordination of activities of the  part icipa ting colleges and universi­
ties so as to guarantee that  students  receive the  highest quality 
education.

In order to attain  these goals an estimated $540,000 will be 
needed. While the  Open Learn ing Project is mentioned  ra ther  gen­
erally  in today’s USFA appropria tion request, and while the  USFA 
continues to assure us that  this  program will be funded in fiscal 
year 1981, no specific funding recommendations have been made 
for the program. We respectfully request that  the  subcommitte 
specifically provide the  requir ied $540,000 for the Open Learning 
Program in its recommendations, so that  the cont inuat ion and 
success of this effective and vi tal program can be assured.

While the U.S. Fire Administration  has been working to make 
advances in the  area  of public education, an appal ling lack of 
knowledge and awareness of the seriousness of the  natio nal fire 
problem continues to exist. Appropriations  for the contin uation of 
these  efforts should be made, so th at  the public can take  an active 
part in the alleviat ion of this nat ion’s fire problem.

In our view, research and development is one of the  most impor­
tant  program matic areas within  the U.S. Fire Administration. As 
you are aware, fire fighting is the  coun try’s most hazardous occu­
pation, with the highest line-of-duty death and injury rates.  The 
Fire Figh ters ’ Integ rated  Response Equipment System Project, con­
ducted in cooperation with NASA, is an example of the  progress 
that  has been made in this area  of research.

Nonetheless, we mus t stress  the absolute necessity of funding not 
only for th e continuation,  but also for th e expansion, of fire fighte r 
occupational  safety and health programs and the development and 
evaluation of safety equipment, if the  unacceptable death and 
injury rates among fire fighters are to be reduced.

Another area  of research which we believe to be paramo unt to 
the  improvement of fire protection delivery systems in this  country  
is the  study of the numbers of personnel assigned to engine  and
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truck  companies, in order to determine  safe and appropria te man­
ning levels. We would hope that  the  subcommittee  would provide 
funds for such study.

Last yea r’s appropria tions included significant funds for assisting 
state and local governments in the  fight again st arson. In light of 
the continuing epidemic proportions of t he crime of arson in this 
country, funding for these programs must  be continued if the war 
against a rson is to be won.

While we have emphasized only some of the programs within the 
U.S. Fire Admin istration in our testimony today, we are not sug­
gesting a lack of support for the contin uation of its various other 
programs, among them the National Fire Data Center, the Center 
for Fire Research within  the  National Bureau  of Standards, and 
smoke detector and s prinkler  systems studies.

As we have stated,  we are  in overall support of the  U.S. Fire 
Administration request presen ted today, but  we do hope that  the 
subcommittee will t ake note and act on our own recommendations 
in the area  of education and fire fighter safety and health. I would 
like to thank the  subcommittee  for this  oppor tunity to express my 
views on behalf of the Inte rnation al Association of Fire Fighters 
and i ts members.

Mr. Traxler. We are very pleased that you took the time to 
appear  before us to present this testimony. We note that  the in­
crease for fire prevention and control is about $700,000 this year 
over las t year, which is a minimal amount.

Mr. Schaitberger. If I may, Mr. Chairman, for jus t a second, 
expand on something that I read in the  testmony, this Open Learn­
ing Project, which we have been working on for a number of years, 
is really  a program that finally gives working fire fighters an 
opportunity to receive college degrees while s till working full time. 
We have been assured, and we are a little dismayed by the Admin­
istration, that this program would be budgeted in its budget re­
quest. That, unfor tunate ly, wasn’t th e case.

They have continued to assure us that in fact they will make 
those funds available, and that  I guess they are in the  overall Fire 
Academy budget. We are a littl e miffed and concerned, though, 
that no specific language  appears for that  project, and would hope 
that if the  subcommittee  could not specifically appropria te tha t 
money, that  possibly at least language within the committee’s 
report or some direction from the Congress could be provided to the 
Administration to insure that  tha t project is filled.

Mr. Traxler. We will make a note on tha t. If we have any 
fur ther questions, we know where to reach you. We appreciate 
your testimony.

Mr. Schaitberger. Thank you very much.

Federal Emergency Management Agency 
WITNESS

LAURA COHEN, WASHINGTON COORDINATOR. CITIZENS FOR LaROUCHE 
Mr. Traxler. May we welcome Ms. Laura Cohen, who will pre­

sent testimony in behal f of the  Citizens for LaRouche in relat ion­
ship to FEMA.
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We will make your testimony part of the record. You may pro­
ceed in such fashion as you wish.

Ms. Cohen. What I would like to do is read portions of the 
testimony. What we are doing is actually pointing out the  inte nt 
and the substance of FEMA as an institution.

What  I say in my tes timony, as I believe you have probably had 
a chance to at least personally look at, is very strong, is very 
differen t from what  certainly the FEMA representa tives  and most 
othe r people who are publicly speaking on FEMA are  saying a t this 
time. So what  I would like to invite you to do is certainly  at any 
point as I read the testimony, to ask what  questions might  a rise in 
your mind.

Mr. Traxler. Sure.
Ms. Cohen. In the inte rest of preserv ing our const itutional re­

public, the Federal Emergency Management Agency must  be dis­
banded. FEMA has dicta torial  power over every operat ing level of 
government, indus try and banking, in the inte rest  of nation al dis­
aster,  energy crisis or war—without interference from Congress, 
the courts or even the Joint Chiefs of Staff. “Reichstag fire” is the 
term that embodies FEMA’s modus operandi; that  is, create s a 
crisis that  brings you dicta torial  powers, and the Pers ian Gulf 
crisis and/o r full-fledged banking collapse are precisely the  kind of 
dictatorship triggering crises towards which FEMA has been build­
ing for over a year.

FEMA was created in March 1979 as a resu lt of Presidential 
Review Memorandum 32. PRM 32 was the  Carter executive 
branch’s redrafting of a proposal ear lier  co-authored by the Tri lat­
eral Commission’s Samuel P. Huntington, who of course was the 
Administra tion person at that  point who wrote the proposal for the 
Admin istration. He argued  that  under conditions of global fiscal 
auste rity, modeled on that  of Nazi Finance Minis ter Hjalmar  
Schacht’s program, the  time of pa rliamentar y democracy has come 
to an  end in th e West.

A version of “fascism with a democratic face” should be devel­
oped by “holding out” effective agencies of government, reducing 
them to mere facade. W ithin the “hollowed out” regions of govern­
ment, special, appointive “emergency” agencies should rule  nations  
and the world by methods of “crisis management.” Thus, each 
departm ent of the U.S. Government now has an Emergency Coordi­
nator,  accountable  only to FEMA in time of crisis.

I want  to reit era te that  this is not something we are charging 
about FEMA. It was something. It was something that was explicit 
in what Mr. Hunt ington wrote as his proposal for the Tri late ral 
Commission, and then  it is embodied specifically in PRM 32 which 
led to the actua l estab lishment of FEMA.

FEMA is precisely analogous to those emergency provisions in­
serted in Weimar Germ any’s law which were employed to effect 
the  process of “legal coup d’etat ” on behalf of the Hit ler regime’s 
consolidation of power. In fact, as one source close to FEMA’s 
activity  stated , “I’m talking about accepting elimination of civil 
rights, of eliminating part s of the Consti tution .”
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I have submitted to the  record materia l from the Executive 
Intelligence Review Jo urnal that includes interviews with people in 
FEMA and close to FEMA who are  quite willing to lay this out 
explicitly.

Sometime during the past month, a nuclear war was simulated 
in which a majority of Americans perished. The simula tion was 
conducted by a secretive but  highly active body that  is already a 
“government within  the  governmen t”—FEMA. The simula tion was 
only par t of an ongoing series of simulated disasters . Officials at 
the agency said, FEMA has “full emergency legislation on th e shelf 
and ready to go,” and that  FEMA and Zbigniew Brzezinski, Nation­
al Security Adviser, a re jointly preparing a “Federal Master Mobi­
lization Plan”—an ent ire milit ary government—that  would take  
over the  United  States  the  moment a new Middle East war were 
declared. In fact, had Carte r’s Iran  escape of nearly two weeks ago 
played itself  out into inevitable mili tary  confron tation with Iran, 
and most likely with the Soviet Union, FEMA would be running 
the government right  now—or what was lef t of it.

As a FEMA official conceded, “We were testing our mandates.” 
The executive order which established FEMA was handed down 
one day prior to the accident at Har risburg’s Three  Mile Island 
nuclear plant. Evidence is overwhelming tha t sabotage in the plan t 
followed by managed lies in the  news media followed by a week or 
more of “crisis managem ent” was nothing but  a tes t of FEMA’s 
mandate. Three  Mile Island was FEMA’s firs t “simulated disaster.”

FEMA’s second “created disaster” has been the  Iran  crisis. 
During the summer of 1979, the U.S. Departm ent of State issued a 
memorandum over the signature of Cyrus Vance, stat ing that it 
was probable that the entry of the  exiled Shah into the  United 
States  would provoke the taking of U.S. citizens hostage by th e by 
the Khomeini dictatorship. In October the Shah was admit ted to 
the United States. No precautions were taken to secure the  embas­
sy or consulates in Iran.

Worse, the  U.S. Government itsel f is responsible for the  fall of 
the Shah and the destabilization of Shapour Bakht iar’s govern­
ment. Although the Iran  situa tion is out of efficient control by the 
Car ter Administration, it is the case that the  Administ ration’s 
willful so licitation of the hostage situa tion and subsequent exploita­
tion of th at  affair  is a precise paral lel to the Hitl er regime’s use of 
the Reichstag fire—FEMA proves the comparison is warranted .

FEMA’s thir d provoked crisis was the New York City transi t 
strike , which FEMA was intimately  involved in running. I can give 
you fur the r details on tha t. They are included in the  materia l I 
have submitted.

FEMA’s fourth crisis may well be a banking collapse for which 
the Agency is prepared with the insti tution of top-down control 
over the banking industry. Trial runs  of this have already been 
run, for instance, in Pennsylvania, where FEMA actually took over 
the runn ing of th e local Federa l Reserve. Materials are appended 
which detail FEMA’s role in the tra ns it strike and its plans for a 
banking collapse.

Now we should get to the case of Mr. Macy. Who is he and what 
is the ideology, so to speak, that  underl ies the creation of FEMA 
and what i t is real ly all about.
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Tha t FEMA is to be the implem entor of a zero-growth-dominated 
“Brave New World” is left in no doubt when one examines the 
activities of Jo hn Macy, Administ rator  of FEMA. Macy is a kook. 
His visions of a fascist future for th e U.S. are informed by his  long­
time association with the Orwellian “futures” movement. Macy 
will be playing a leading role in the  upcoming “First Global Con­
ference on the  Future ,” being sponsored by the World Futures  
Society in Toronto, Canada, this July 20-24, an inst itution which 
he was inst rumenta l in setting  up.

The World Futu res Society is the  center of the “Aquarian Con­
spiracy,” the  umbre lla concept for the  internation al financial fac­
tion which promotes what  are more popularly  known as “lifeboat 
economics” but also called “scarcity economics” and literally  geno­
cide under the name “limits to growth.”

The purpose of a Futures  Conference is to sell dracon ian reduc­
tions in living standards using “futures ideology,” the  kook notion 
that “qualify of life” and “global soul” must replace industria l 
progress. The first phase of th is policy is being refer red to by the 
individuals involved in plann ing this conference as “friendly  
facism.”

FEMA head Macy has “dedicated his enti re life to this  process” 
of implementing Futu res ideology, said Roy Amara,  Pres iden t of 
the Ins titu te for the  Future, the  World Future  Society’s siste r 
organization. “John Macy and I are traveling to Toronto to see 
what our work on the future over the  last  ten years  has finally 
produced.” I want to point out this  is the  conference that  will be 
discussing “friendly fascism.” Macy was a founding trus tee  of the 
Ins titu te for the Future.

Macy has organized FEMA’s current take  over of t he U.S. Gov­
ernm ent “according to these life-long futu re planning princip les,” 
Amara said.

In a recen t interview, Professor Bert ram Gross of Hu nte r Col­
lege, who will speak in Toronto on “friendly fascism,” described the 
Aquarians Policy. “Friendly fascism amounts to subversion of the 
Constitution, but with indirect manipulation, as opposed to classi­
cal fascism. FEMA’s manip ulation of the  economy under the  rubric  
of emergencies” is “heading us toward friendly  fascism,” Gross 
said.

I want to point out also that  congressmen who are members of 
the so-called Congressional Clearing  House on the Future  are in­
volved in the  same kind of kookish subversion of the  U.S. Const itu­
tion, and we have adequately documented that as well.

It is an abominat ion that Congress allowed FEMA to be estab­
lished in the first place. Only the  immediate abolition of the 
agency can rectify that.

[The stat ement  follows:]
Stateme nt of Laura Coh en , Washingt on Coordinato r, Citizens  for 

LaRouche

In the interest of preserving our constitutional republic, the Federal Emergency 
Management Agency must be disbanded. Far  from being a  “disaster  re lie f’ agency 
in place to handle floods and hurricanes, FEMA has dictatorial power over every 
operating level of government, industry and banking in the event of na tural disas­
ter, energy crisis, or war—without interference from Congress, the courts or even 
the Join t Chiefs of Staff. “Reichstag F ire” is the  term tha t embodies FEMA’s modus
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operandi: create a crisis tha t brings you dictator ial powers. And the Persian Gulf 
crisis and/or full-fledged banking collapse are precisely the kinds of dictatorship­
triggering crises toward which FEMA has been building for over a year.
What Is FEMA?

FEMA was created in March 1979 by Presidentia l Review Memorandum 32. PRM 
32 was the Carte r executive branch’s writing  into statutory form of a proposal 
earlie r co-authored by the Trila teral Commission’s Samuel P. Huntington, who 
argued tha t under conditions of global “fiscal austeri ty,” modeled on Nazi finance 
minister Hjalmar Schacht’s program, the time of parlimentary democracy has come 
to an end in the West. A version of “fascism with a democratic face” should be 
developed by “hollowing out” effective agencies of government, reducing them to 
mere facade. Within the “hollowed out” regions of government, special, appointive 
“emergency” agencies should rule nations and the world by methods of “crisis 
management.” Thus, each depar tment  of the  U.S. government now has an  Emergen­
cy Coordinator, accountable only to FEMA in time of crisis.

PRM 32, or the Federal Emergency Management Agency, is precisely analogous 
to those emergency provisions inserted into Weimar Germany’s law which were 
employed to effect th e process of “legal coup d’eta t” on behalf of the Hitler regime’s 
consolidation of power. In fact, as one source close to FEMA’s activity stated: “I’m 
talking about accepting elimination of civil rights, of eliminating parts  of the 
Constitution.”
FEMA's Test Runs

Sometime during the past month, a nuclear war was simulated in which a 
majority of Americans perished. The simulation was conducted by a secretive but 
highly active body t ha t is a lready a “government within the government”—FEMA. 
The simulation was only pa rt of an ongoing series of simulated disasters. Officials at  
the agency said, FEMA has “full emergency legislation on the shelf and ready to 
go,” and tha t FEMA and Zbigniew Brzezinski, National Security Advisor, are jo intly 
preparing a “Federal Master Mobilization Plan”—an entire military government— 
tha t would take over the United States the moment a new Middle East war were 
declared. In fact, had Car ter’s Iran escapade of nearly two weeks ago played itself 
out into inevitable military confrontation with Iran, and most likely with the Soviet 
Union, FEMA would be running  the government right  now—or what was left of it.

In fact, the recent nuclear  war simulation began as a regional “limited nuclear 
war” in the Middle East. A U.S.-Soviet nuclear exchange left “Washington de­
stroyed” said a high FEMA official. “Thirty-four agencies and every department of 
government was moved. We a t FEMA coordinated the entire relocation.”

The purpose was not the handling of actual thermonuclea r war, however. Not 
enough population or resources would be left to relocate or restructure. As a FEMA 
official conceded, “We were te sting the manda te our agency was given when it was 
established.”

The executive order which established FEMA has handed down one day prior to 
the “accident” at Harri sburg ’s Three Mile Island nuclear plant. The evidence is 
overwhelming that  sabotage in the plant, followed by managed lies in the news 
media, followed by a week or more of “crisis management” was all nothing but a 
“test” of FEMA’s mandate. Three Mile Island was FEMA’s first “simulated disas­
ter. ”

FEMA’s second “created disaster” has been the Iran  crisis. During the summer of 
1979, the U.S. Department of State issued a memorandum over the signature of 
Cyrus Vance, stat ing tha t it was probable tha t the entry of the exiled Shah into the 
United States would provoke the taking of U.S. citizens hostage by the Khomaini 
dictatorship. In October, the Shah was admitted  to the United States. No precau­
tions were taken to secure the embassy or consulate in Iran. Worse, the U.S. 
government itself is responsible for the fall of the  Shah and the destabilization of 
Shapour Bakh tiar’s government. Although the Iran situation is out of efficient 
control by th e Carter Administration,  it is the case that  the admin istrat ion’s willfull 
solicitation of the  hostage situation and subsequent exploitation of th at affair is a 
precise parallel to the Hitler  regime’s use of the Reichstag fire—FEMA proves the  
comparison is warranted.

FEMA’s thi rd provoked crisis was the New York City t ransit strike, which FEMA 
was intimately involved in running. FEMA’s fourth crisis may well be a banking 
collapse for which the Agency is prepared with the institu tion of top-down control 
over the banking industry. Materials are appended which detail FEMA’s role in the 
transi t st rike and its plans for a banking collapse.
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Who Is  J oh n Macy?
Th at FEMA is to be the  impl eme ntor  of a zero-g rowth -dominated  “Brave New 

World” is left  in no doubt when one exam ines  the  activiti es of J oh n Macy, Adm inis­
tr at or  of FEMA. Macy is a kook. His visions of a fascist fu tur e for the  U.S. are  
inform ed by his long-time assoc iation  with  the  Orw ellia n “fu tur es” movem ent. Macy 
will be play ing a leading role in the  upcom ing “Firs t Global Confe rence on the  
Fu tu re ,” being sponsored by the  World Fu tur es  Society in Toronto, Canada,  this  
Ju ly 20-2 4.

The World Fu tur es  Society is th e cente r of the  “A qua rian  Conspiracy ,” the  
um bre lla concept for the  int ern ational fina ncial factio n which promotes wh at are  
more  popu larly  known as “lifeboat economics” bu t also called  “scar city  economics” 
and  lite rall y genocide und er th e nam e “lim its to growth .”

The purpose of a Fu tur es Confere nce is to sell dracon ian redu ctions in living  
sta ndard s using  “fu tur es ideology,” the  kook notio n th at  “qualify of life” and  
“global soul ” mu st replace  ind ust ria l progress. The firs t phase  of this  policy is being  
refe rred  to by the  indiv iduals involved in pla nning  thi s conference  as “frie ndly  
facism.”

FEMA head Macy has “dedicated his en tir e life to thi s process” of imp lem ent ing  
Fu tur es  ideology, said Roy Am ara,  Pre sid ent  of the  Insti tut e for the  Fu tur e, the  
World Fu ture  Society’s sis ter  organiza tion.  “Jo hn  Macy and  I are  tra velin g to 
Toronto to see wh at our  work  on the  fu tur e over th e las t ten  yea rs has  final ly 
reproduc ed.” Macy was a founding tru ste e of th e In sti tut e for the  Fut ure .

Macy has  organized FEMA ’s cu rre nt  takeov er of the  U.S. gov ernment “according 
to these life-long futur e planning princ iples,  Am ara  said.

In a rec ent  inter view , Professor Bertra m Gross of Hu nter  College who will speak 
in Toronto on “Fr iendly  Fasc ism” , descr ibed the  Aq uar ian s policy. “Fr ien dly  fas­
cism am oun ts to subversion of the  Con stitu tion , bu t with  ind irec t manip ula tion , as 
opposed to classical fascism. FEMA’s m ani pul ation of t he  economy un der the  rub ric 
of em ergencies” is “hea ding  us towa rd friendly  fascism ,” Gross said.

(Congressional members of the  Congr ession al Clea ringh ouse  on the  Fu ture  are  
involved in the  same kind of kookish subve rsion  of th e U.S. C onstitu tion .)

It is an abom inat ion th at  Congress allowed FEMA to be established in the  firs t 
place. Only the  imm edia te aboli tion of the  a gency  can  recti fy tha t.

Mr. Traxler. We want to tha nk  you for your presence this 
morning  and your testimony.

Environmental Protection Agency

WITNESS

F. PET ER FAIRCHIL D, EXECUTIVE DIREC TOR. NORTHEAST STATES FOR 
COORDINATED AIR USE MANAGEMENT (NESCAUM),  AND STATE AND 
TERR ITOR IAL AIR POLLU TION PROGRAM ADMINISTRATION (STAPPA)

Mr. Traxler. We want to welcome F. Peter Fairchild , Executive
Director, Nor theast States  for Coordinated Air Use Management. 
And you will also be speaking  on beha lf of Mr. Rector, the  State 
and Terr itorial Air Pollution Program Administra tion (STAPPA)?

Mr. Fairchild. Tha t is correct. The STAPPA organization repre­
sents the air  pollution agencies. It is a natio nal organization. The 
NESCAUM group represen ts the  Nor theast State s but it is a simi­
lar  type organization. Its director, who is directo r of th e Michigan 
air  pollution program, was not able to come today, and asked me to 
pass on his comments. Our concerns are  similar.

Mr. Traxler. Would you wan t to make his statement, then , a 
part of the record?

Mr. Fairchild. I would want to make both of them.
Mr. Traxler. Of course you may proceed in any fashion you 

wish.
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Mr. Fairchild. In beha lf of State  and Territor ial Air Pollution 
Program Administrato rs, STAPPA has laid out basic concerns tha t 
we have with the  fiscal 1981 EPA budget, and specifically th e parts  
of the budget that  go to support  a ir pollution  and control programs, 
under the  pollution abatement and enforcement item in the 
budget. I will review the STAPPA position, because it gives our 
basic position, and then  the  NESCAUM stateme nt provides some 
more details.

STAPPA is a national organization of program directors from 
state  air pollution agencies. Under the  Federa l Clean Air Act, the 
agencies th at STAPPA represe nts have the major responsibi lity for 
implementation and enforcement of a ir pollution abatement regu­
lations. These responsibil ities are taking on new importance as air 
quality  becomes a major consideration in energy and economic 
planning. For this reason, we expect the next few years  to be 
extremely  challenging to us.

Anybody who is familiar with wha t is happening in the country, 
in the environmental field, I thin k begins to realize the  implica­
tions of the Clean Air Act. We see essentially all new industria l 
growth, and in my home state of Massachusetts, in Michigan, in 
Illinois, Pennsylvania, have basically come to a stop because the 
states  have not been able to prepare adequate plans that  meet 
EPA’s approval.

The approval process is ongoing, bu t ther e are some very serious 
economic and development consequences of th e stat es’ inabil ity to 
handle  all of th e responsibil ities that  have come the ir way under  
the Clean Air Act, so we feel the state air pollution programs are 
becoming very important to the futu re of the country, and one way 
to prepa re for these challenges that  a re facing us is to increase the 
resources available  to us.

I am not coming today to ask for more resources. Tha t may be 
somewhat of a switch, b ut we could certa inly prove to you t ha t we 
need more resources. We could show you that  in the last  three 
years the workload has doubled basically  because of the Clear Air 
Act. We have had to offset inflation. Yet the funding for our 
agencies has increased about 24 percent in the  past three years.

We have to admit, we have to recognize that there are con­
stra ints facing this Congress and our state legislatures, and we 
know th at  there won’t be additional funds, or s ignificant additional 
funds, for our programs this year.

The only alternat ive to obtaining more funds to operate  our 
programs is to use the funds we have more effectively, and that  is 
what  I have come today to discuss with you. As program adminis ­
trators,  we a re trying to develop creative approaches to solving a ir 
pollution problems. We are tryin g to weed out outdated  programs 
that no longer effective, and  we ar e tryin g to avoid needless  dupli­
cation of our  efforts by th e EPA. Above all, we a re setting reason­
able goals in trying to establish priorities , and then  allocate  the 
limited funds available to us in the most effic ient manner.

As we do this, we find that  our auth ority is being undermined, 
our management options are being co-opted, and our fiscal deci­
sions are being preempted by the  U.S. Environmental Protection  
Agency. It is the ir administ ration of the  funds that  have been 
appropriated by Congress for support of s tate  air  pollution abate-
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ment programs that is seriously impair ing our ability  to achieve 
the  Clean Air Act objectives.

STAPPA notes that NESCAUM will be p reparing some addit ion­
al comments, and that is what I am going to go on in jus t a minute , 
but  I want  to  fin ish the STAPPA sta teme nt. We believe the actions 
are  detr imental  to protecting the hea lth of our citizens, and we 
believe that  the procedures that  EPA is following in allocat ing the 
funds are cont rary to the intentions of Congress in funding these 
program grants . We request that  this committee  take  whatever 
action you may feel is proper and effective to ensure a more 
responsive and acceptable allocation of the  funds that Congress 
appropriates.

The other stateme nt from NESCAUM I won’t repeat the  basic 
positions that  are  the same, but  in here  the re are  some points I 
want  to make on the funding level, and you noted those tables. We 
have looked at the possibility of ge tting  increased funds from other  
sources, and to be honest, when the  state and local governments 
stated they are providing about $200 million for air  pollution pro­
grams, and the federal contribution is another  $82 million, the 
state and local governments feel they are doing the ir share , and 
they don’t feel willing or able to increase  funding for essentially 
federally mandated programs over and above w hat they are  doing 
now.

Under the circumstances, we feel that  it is appropriate and 
essential that  the Federal Government continue to provide some 
support for state and local air  pollution programs.

We would like to see support and appropriations of around $100 
million, which would allow us to offset some of th e inflation costs 
that are hitt ing  our agencies, and to accomplish some of the new 
programs EPA would like us to, but as I said, we recognize that  an 
appropriation of tha t level is not possible this  year .

EPA, in the ir budget, has requested an increase  of $4.9 million, 
making a total  of $87.7 million for fiscal yea r 1981, that  would go 
for state air program grants. We are supporting that  request. It 
represents  basically a 6 percent increase, and it won’t a llow us to 
do many of the new programs, but it will keep us, hopefully, our 
heads above water. With tha t, we wish to support the ir recommen­
dation.

The big concern—and my comments thus far have made it sound 
like the  money that you appropriate for sta te grants we actual ly 
get, and we don’t. Tha t is our problem. Sta rting thre e years  ago 
with the Clean Air Act amendments and the additional duties  for 
the states , EDPA began to earm ark and targ et money out of the 
appropriated funds for special projects for th eir  own use.

In fiscal 1979 that was about 16 percent of the money appropri­
ated; in fiscal 1980 it was 18 percent. In fiscal 1981 they propose to 
earmark about 23 percent of the funds that  they are requesting, 
and in fact all of the $4.9 million increase that  they are asking  has 
already been ea rmarked  for special programs.

Our point is that all of th is is happen ing without any consu lta­
tion or any involvement from the state agencies who have to 
administer the program.

I want  to tur n to the  appendix and go through a couple of the 
specific th ings that have happened. As I said, these  decisions that
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EPA is making  on the money a re being made without our consulta­
tion, without our input, and we have had many reques ts to them 
for that kind of involvement. I would note that  the re is a simila r 
grant program set up under the Clean Air Act, Section 175, which 
allows gran ts to local planning agencies.

Before that money was actua lly spen t or committed, EPA pub­
lished thei r intentions in the  Federa l Register, and public comment 
was solicited. Tha t has never happened with the  state air pollution 
control grants . At one point in time Congress appropria ted money 
over and above what EPA had requested, and they did not know 
what  to do with  it so they asked the  states,  “What  do you want  to 
do with that $5 million?”—made an exhaustive survey, contacted 
every state agency, set out two or three priori ty uses for that 
additional money, and turned  that  request into EPA, and then  the 
final allocation of that money completely ignored our comments.

Some of EPA’s practices in allocat ing the funds are  questionable  
at best. The fiscal year 1979, when Congress appropriated $5 mil­
lion over and above what EPA had asked for, EPA did not release 
tha t $5 million until  late in May of the  fiscal year 1980. Tha t was 
for many states five or six weeks before the end of the ir fiscal year,  
and when you are given $500,000 to spend with two or thre e weeks 
left in your fiscal year, you spend it for whatever you can encum­
ber money for quickly, which is not necessarily  the most impo rtan t 
air pollution goals. We are  very upset  about that  delay in that 
money. Tha t is one of the  examples that  we feel shows some 
mismanagement and inappropriate  handl ing of the funds you are 
appropriating.

Another question or concern we have is the priorities that  EPA 
has set, and the use of the  money. It is my unde rstanding tha t 
ther e is a separate item in the budget for research and develop­
ment and one for pollution abatement and control programs. EPA 
has developed what they are  calling a Northeast Corridor Regional 
Oxidant Study, a very sophistica ted study that will study the tra ns­
port of smog up into the Nor theast par t of the country,  and will 
develop sophisticated mathematical  models to figure out how that 
smog is moving.

Already $2.7 million out of the money appropriated for state 
operat ing grants has been spen t on that  research project, and this 
year and the next two years  will show another  $1.5 million, 
making a total  of $4.2 mil lion spent  out of money that  we fe lt was 
appropriated for operat ing our programs going to essentially a 
R&D project. The project was established, the  funding was set up 
before we were consulted. In fact, we were told of our involvement 
in the study afte r the funds had already been earmarked  out of our 
grants.

There  are  some questions about the  priorities that EPA has set 
for th e money. Already $10 million out of the funds in the  last two 
fiscal years have been spent on developing inspection and main te­
nance programs, and I am sure automobile inspection and mainte­
nance programs are of concern in your state. They are important 
programs, but we question the  need to spend $10 million so far, an 
additional $4 million this year, for getting these programs off the 
ground. None of the  state agencies feel that amount of money, $14 
million, was necessary to get inspection and main tenance programs
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going in the  states. Yet, we had no choice and no opportunity to 
question the  need for that amount of money.

From the N ortheast  S tates, since t ha t is my primary concern, we 
look a t the  DOE oil back-out program and the conversion of power 
plants to coal. Sixty percent of the powerplants are  in the Nor th­
east part of the  country. Yet that  was not set as a priori ty for 
EPA’s money, and there are no funds set aside to help us deal with 
the  impacts  of those coal conversions, and the acid rain  problems 
that  will resu lt from them. Instead, we have a directive to spend 
almost  a hal f million dollars on an automobile  anti- tampering  en­
forcement program. Tha t would mean checking, making  sure that 
the  pollution control devices have not been take n off of the auto ­
mobiles.

Mr. Traxler. Does that include the  conversion from no lead to 
regu lar gasoline?

Mr. Fairchild. It is my understanding  the programs we would be 
doing would only be looking at the smog devices on the cars and 
the  federal enforcement of the  lead in gasoline, but that  is a 
program that we could include in our automobile inspection very 
easily. We don’t need another  hal f million dollars to set that  pro­
gram up. We would like to have the opportunity to say we need 
that money for something else.

In summary , what  we are asking the  committee  to consider, and 
what  we are requesting, is that  we, the state agencies have an 
opportunity to sit down and negotiate the priori ties for th is money, 
that we have an opportunity to consult and coordinate with EPA 
on the  use of the  funds. We feel that  that  is more in line with the 
inten tion of Congress in appro priat ing money in the first  place, 
and we would ask for your assistance in encouraging that  kind of 
cooperation with EPA.

Our reques ts to EPA directly have failed in the  past. I have one 
other comment. I said I wasn’t asking  for additional money, but  I 
don’t want  to let the  oppor tunity  pass without again sta ting  our 
concern about manpower training programs for environmental pol­
lution control and the federal support that  goes to keep those 
programs in operation.

Each year since OMB decided in fiscal 1974 that federal support 
of those training programs ought to be terminate d, we have come 
to the Appropriations Committees, requesting some additional 
funds to keep that  support going. This is money that helps support 
research , faculty and graduate  students  at universities to keep air 
pollution and environmental training programs going. Since the 
cutback of federal funds, a number of the university programs have 
terminate d, and there is a very limited supply of professionally 
trained people coming out of the universities.

That is a real problem for us. They come to sta te and local 
agencies as a last resort. We look at our salaries , and I look at  the 
directors of the  agencies I repre sent  earn ing comparable  to GS-ll s, 
two or thre e levels below the  level of the people they deal with in 
the Federa l Government, and quite a bit lower tha n the  salaries 
offered in private industry . The sta te and local agencies jus t can’t 
compete, if ther e is a very limited pool of manpower available.

We look towards academic programs as increasing the manpower  
available to us, and we also look at those manpower training funds
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as providing fellowships for our employees to go back to school. We 
can’t offer them a bonus in salary but  we can at least offer them 
an opportunity to go back and educate themselves. We would urge 
your consideration and support for an appropriation of $2 million 
in support of the environmental education programs, and this 
would be to cover programs that  are  authorized under the Clean 
Air Act, the  Clean Water Act, the  Safe Drinking Wate r Act. Last 
year $1.5 million was included, and we would request a similar  
amount or $2 million, hopefully, this  year to keep that academic 
program going.

I will answer any questions.
[The statements follow:]
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Anthony 0 . Cortese, Sc.D. 
Commissioner
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Statement in Behalf of the State and 
Territorial Air Program Administrators 
Regarding U.S. EPA FY-81 Budget Request 
and States' Air Program Funding

STAPPA (the State and Territorial Air Pollution Program Administrators) 
is a national organization of Program Directors from state air pollution agencies. 
Under the Federal Clean Air Act, the agencies that STAPPA represents have the major responsibility for implementation and enforcement of air pollution abatement re­gulations. These responsibilities are taking on new importance as air quality 
becomes a major consideration in energy and economic planning. For this reason, we expect the next few years to be extremely challenging to us.

One way to prepare for these challenges is to increase the resources available 
to us, and we could easily provide a strong justification to you for significant increases for our programs above what is included in EPA's FY-81 budget requests. However, we recognize the fiscal contraints facing both this Congress and our 
respective state legislatures, and realize that sizeable increases are not feasible this year. Therefore we support EPA's request for air program grants with the 
understanding that the requested level of funding will barely provide for maintenance 
of existing programs. There will not be sufficient funds to take on any new 
activities or to expand current activities that should be upgraded.

The only alternative we have to obtaining more resources will be to manage the resources available to us more effectively. We will need to be creative in our approaches to solving air pollution problems in the future. We cannot afford to drag along any outdated programs from the past or to have any needless duplication of our efforts by the EPA. Above all, we must set reasonable goals, establish 
priorities and then allocate the limited funds available in the most efficient manner.

These will be real tests of our abilities as program administrators. As we attempt to meet these challenges, we find our authority being undermined, our 
management options being co-opted and our fiscal decisions being pre-empted by 
EPA. Their administration of the funds appropriated by Congress for support of state air pollution abatement programs is seriously impairing our ability to 
achieve Clean Air Act objectives. We understand that the NESCAUM staff will be presenting more details on our specific problems with the EPA's allocation of 
funds, and so they need not be repeated here. It is sufficient to say, however, that STAPPA strongly objects to the earmarking, withholding, and direct spending 
of state grant funds by EPA without consultation and co-ordination with us.
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We believe these actions are detrimental to our efforts to protect the 
health of our citizens, and we believe they are contrary to the intentions of 
Congress in funding state air program grants. We request that this Committee 
take whatever action you feel is proper and effective to insure a more responsive 
and acceptable allocation of the funds appropriated for FY-81 and for subsequent 
years.

Prepared for STAPPA by 
Kenneth A. Hagg, Acting Director 
Massachusetts Division of Air Quality 
Chairman, STAPPA Committee on 
Section 105 Funding
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NESCAUM STATEMENT

FUNDING OF STATE AIR POLLUTION ABATEMENT PROGRAM GRANTS AS 
AUTHORIZED UNDER SECTION 105, FEDERAL CLEAN AIR ACT (PL 95-95)

Importance of State Air Programs
The Clean Air Act Amendments of 1977 and regulations 

in response to them have greatly increased the role of air 
quality considerations in energy and economic policy. The Act 
places the primary responsibility for implementing new source 
review procedures and prevention of significant deterioration 
requirements on state and local agencies. To a great extent 
our ability to resolve the energy and economic growth issues 
facing this country will depend on the effectiveness and 
capability of these agencies. Anyone who doubted the full im­
plications of the Clean Air Act Amendments need only look at 
what is happening today. New industrial permits are being with­
held in many areas where the State Implementation Plans have not 
been approved by EPA. In addition, many states are unable to as 
sume responsibility for the prevention of significant deteriora­
tion (PSD) program resulting in federal control of local land 
use and growth decisions. The key to resolving these situations 
is to maintain adequately staffed and funded state and local air 
agencies.
Adequacy of Current Funding

Despite the importance of adequate funding of state 
air programs, we do not have it now. Federal funding for state 
programs has increased only 24% between FY-78 and FY-80, while 
requirements for new and expanded programs have increased by a 
greater amount. The increases have not even offset the rise in 
costs of existing programs due to inflation, and we have been 
facing severe staff and resource problems while trying to im­
plement the Clean Air Act.

Table 1
Funding of Section 105 Grants

FY-78 
FY-79 
FY-80 

Proposed FY-81

Appropriations
$66.8 m 
$80 m 
$82.8 m 
$87.7 m

$ Increase
$14.3 m* 
$13.2 ra 
$ 2.8 m 
$ 4.9 m

^Increase

19.7%
3.5%
5.9%

Includes an $8 m supplemental appropriation in FY-78 to al­
low for the change from July to October fiscal year, i.e., a 
15-month fiscal year period in FY-78.

6 3 -2 7 7  0 - 8 0 - 1 8
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Possibility of Increased Funds

State and local governments currently spend over 
$200 million a year on air pollution control. When compared 
to the federal contribution of $82.8 million for FY-80, the 
states feel they are already doing more than their share to pay 
for federally mandated programs and are not able or willing to 
increase their support at this time. As an alternative to in­
creasing state funds, it has been suggested that industries be 
charged a permit fee to help cover the costs of operating the 
air pollution program. Unfortunately, very few states presently 
have the mechanism in place to designate a specific use for 
revenue collected. Legislation to establish such a dedicated 
use fund has been controversial and difficult‘to get passed.
Under these circumstances it is both appropriate and essential 
for the Federal Government to continue to provide support for 
state and local air agencies.

As for the level of federal support, a $100 million 
appropriation for state grants in FY-81 would allow us to main­
tain effective programs in the face of rising costs, plus assume 
a limited number of the new programs that EPA is requiring. We 
recognize the fiscal constraints facing Congress and realize 
that this level of funding is not possible this year. EPA has 
requested a $4.9 million increase, making a total of $87.7 mil­
lion in FY-81. While this is less than a 6% increase, we sup­
port this request with the understanding that it will not permit 
any new program activity, and it will doubtless mean some diffi­
culties in processing new source permits and maintaining current 
monitoring and enforcement activities. It is clear that FY-81 
will have to be seen as a year when state and local programs will- 
have to work very hard just to keep things at status quo. Hope­
fully, in future years funding can be increased to permit our ac­
complishment of Clean Air Act goals.

Allocation of Funds
All of the above comments have assumed that the funds 

appropriated by Congress are actually available to the states 
to assist in their air programs. Unfortunately, this is not the 
case. Starting in FY-79, increasingly large amounts of appropri­
ated funds were set aside by EPA Headquarters. In FY-79, it was 
16%; in FY-80, it was 18%; and for FY-81, it is proposed that if 
the requested $87.7 million is appropriated, 23% of it, or 
$19.7 million, will be earmarked, set aside, spent directly by 
EPA, or otherwise not made available directly to the states. In 
fact, the entire $4.9 million increase in funds has already been 
earmarked so that the base grants to the states stay the same as 
FY-80. Table 2 below summarizes the situation. Appendix A provides 
additional details of EPA's handling of the appropriated funds.

-2-
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Table 2
Amount of Designated Use Funds

Appro­
priations

Direct 
Alloca­
tion to 
States

Uncrease 
Over Pre­
vious
Year

Amount
Ear­
marked

% of Ap­
propria­
tion

FY-79 $80 m $67 m $13 m 16%

FY-80 $82.8 m $68 m 1.4% $14.8 m 18%

FY-81 
(Prop.)

$87.7 m $68 m 0 $19.7 m 23%

We are very concerned about EPA's practice of earmarking
state air grant funds, and we feel the situation is unacceptable.
It is interfering with our ability to meet the goals of the Clean 
Air Act, and it has seriously undermined the working relationships 
between the states and EPA. In addition, the practice seems to be 
contrary to the intent of Congress in establishing the state grants 
and appropriating funds for them.

The states are asking for an opportunity to consult with 
EPA on the expenditure of all funds appropriated for these grants 
and to have a meaningful role in the decisions as to project pri­
orities and the amounts of allocation. We hope that you can as­
sist us in establishing this cooperative effort with EPA, since 
our direct efforts with them have failed.
Funding of Manpower Training Programs

In addition to direct support of state air programs, 
we also wish to indicate our concern for funding of academic 
training in air pollution control. This has been an issue we 
have raised with Congress every year since OMB decided to phase 
out academic support in FY-1974. Last year, as they have for 
the past four years, EPA failed to request any funds for this 
purpose. The lack of concern by EPA over this issue is dis­
heartening to say the least. There is a shortage of air pollu­
tion manpower, and it hits hardest on state and local agencies, 
whose salaries are well below what industry or the Federal 
Government offers. Also, the academic training funds provide 
fellowships for state and local agency employees to further 
their education. This is an important tool for us in retain­
ing and upgrading capable staff persons.

Authorizations for academic training funds are in 
Sections 103(b)(5) and 325 of the Clean Air Act. Similar

-3-
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provisions are included in the Clean Water Act (PL95-217) and 
the Safe Drinking Water Act (PL93-523). Last year Congress 
appropriated $1.5 million for all academic training under these 
three acts. It appears that EPA directed much of that money 
away from academic programs onto other activities, so that 
academic training suffered a major setback last year.

NESCAUM recommends that $2 million be appropriated 
in FY-81 for academic training in air, water and drinking water
programs. Further, we request that any funds appropriated in
FY-81 for academic training be spent for academic training. A
committee of state agency and academic professionals could be
established to oversee these expenditures. .

- 4 -
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APPENDIX A

ISSUES REGARDING EPA'S ADMINISTRATION 
OF CLEAN AIR ACT SECTION 105 GRANTS

1. The decisions about how much is to be earmarked and for 
what purposes are being made without consultation with 
the states, despite many requests to EPA for this type of 
involvement. It is interesting to note that there is a 
similar grant program to local planning organizations 
under Section 175 of the Clean Air Act. Preliminary plans 
for use of the funds appeared in the FEDERAL REGISTER, and 
public comment was solicited. The only time in recent 
years that state comments were accepted was related to $5 
million appropriated in FY-79 over what EPA had requested. 
We made an extensive survey of state air agencies as to 
their priorities for this money, and the results were for­
warded to EPA. Our recommendations were ignored in the 
final allocation.

2. Some of EPA's practices in funds allocation that we have 
encountered are questionable at best. In FY-79 EPA with­
held allocation of $5 million in appropriated funds until 
late May. Many states’ fiscal years end on June 30, and 
they were forced to spend funds where they could be en­
cumbered most quickly, not where they were most needed. 
Also, every year several hundred thousand dollars are 
withheld from the grant allocation, usually without any 
indication of where they will be spent.

3. While EPA's practices with these funds appear to be within 
the letter of the law, they certainly do not seem to be 
consistent with the intent of Congress in establishing 
and funding the state air grants. One prime example of 
this is the use of state program grant funds for the 
Northeast Corridor Regional Oxidant Study. This is a 
major R and D effort to develop and test complex models to 
describe the flow of smog into the Northeast. Already 
$2.7 million of money appropriated for the operation of 
state air programs have been spent on this project, which 
is clearly a research oriented activity. An additional 
$1.5 million have been earmarked for FY-81, 82 and 83 for 
this project. We are not saying that this is not a worth­
while study - only that funds should be coming from sources 
other than state program operating funds.
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4. We have serious questions as to the programs EPA selects 
for earmarked funds and those it ignores. For example, $10 
million have been spent on automobile inspection and 
maintenance (I/M) programs in FY-79 and 80, and $4 million 
have been earmarked for FY-81. Most states feel this level 
of funding is not necessary to get the job done, at least 
not at the-expense of other programs. Meanwhile no funds 
are being set aside in FY-81 to assist the Northeast region 
in dealing with the potential air quality impacts of coal 
conversion. Sixty percent of the power plants slated to 
convert to coal under D OE’s Oil Back-Out Program are in the 
NESCAUM area, yet no funds are being directed at this im­
portant issue. Instead the Northeast states are told to 
spend $425,000 on automobile anti-tampering programs, which 
most of us can include in our I/M programs anyway. As far 
as we can see, the $2 million to be spent nationally by the 
states on anti-tampering programs are going to be a waste 
of money. It simply makes no sense to set priorities for 
spending funds without conferring with the grant recipients 
to see if they need, want, or can effectively use the funds.

5. Furthermore, we find the allocation procedures are in con­
flict with good program management practices. When funds 
are limited and responsibilities outstrip resources, ef­
fectiveness is not improved by severely limiting the amounts 
and uses of funds available. Management and control of 
state and local programs are being undermined.

6. The practice of fund earmarking is in direct conflict with 
the Regional EPA Office’s efforts to develop annual State- 
EPA agreements. On one hand, Regional Administrators and 
State Commissioners are attempting to set priorities for 
their environmental programs for the coming year, while on 
the other, EPA Headquarters has already established a 
different set of priorities through their earmarking of 
state money.

-6-
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Mr. Traxler. Mr. Fairchild , we found th at  generally EPA is 
communicative  and is open to suggestions from the  sta te agencies. 
Why in this are a isn’t that takin g place? What is your und ers tand ­
ing of the reason?

Mr. Fairchild. It is a bit bewildering. One thing that I can look 
to EPA procedures in the way they admi niste r the gra nts  th at  at 
authorized unde r the various acts, the  Clean Water Act, Safe 
Drinking Water Act, all have grants for stat e programs, but even 
EPA’s own s taff would admit, and I have th at  in a memo, t ha t the 
air gran ts give EPA more flexibility, and we say th at  is more 
control, more flexibility over adm iniste ring the  fund tha n any of 
the other federal environment al acts, so th at  we would say tha t 
they are  more limited with other gra nts  to ear mar k and direct the 
funds.

Pa rt of the feeling that we have is th at  t her e is a lack of, I think, 
respect or confidence in the stat e agencies, in our ability to get the 
job done. We feel that we are constantly being second-guessed, and 
trea ted unfairly.

Mr. Traxler. Do you find th at  th at  is at the regional level or at 
the Washington head quarters?

Mr. Fairchild. This is at Washington. I would say our dealings 
with the regional offices on these  gra nts —I should make th at  clear; 
and I am glad you mentioned  th at —has been much more open. 
Thei r hands  are tied by the  headquar ters.  In Region I the EPA 
regional offices are  tryin g to get sta te EPA agreem ents, where the 
state s will sit down with  EPA and set some p rioritie s and say these 
are the  goals th at  we mutu ally agree to reach  this year. But the 
goals th at  are  being set in our region and in other regions are not 
the same th at  this money is being earm arke d for. So righ t now our 
regional adm inis trator and our sta te commissioners are  trying to 
set goals, bu t the funds have been directed elsewhere.

This national policy and procedures for administ ering these 
funds is counterproductive  to wha t the regions are tryin g to do, so 
our problems are with the headquarte rs staff.

Mr. Traxler. Mr. Sabo?
Mr. Sabo. A couple of questions.
What about the manpower problem? We heard yesterday from 

people concerning the same problem. I am interested  in what is 
happen ing with voc/tech insti tution s, whether it is basic trai ning 
of personnel, unde rgraduat e or grad uate  school. It would ju st seem 
to me the whole environmental area  would be a na tur al are a for 
them to be developing programs in.

Mr. Fairchild. The biggest problems are  at the  grad uate  and 
unde rgraduat e level. Voc/tech and community  colleges are very 
responsible to the  need for technicians and opera tors for the  auto ­
mobile inspection staff, those kinds of people. The biggest problem 
are the  professional level afte r people filling the professional slots, 
the engineering and scienti st slots, and tryin g to find people with 
bachelor and grad uate  degrees th at  have some tra ining in air 
pollution.

I don’t have the figures but  I know more tha n hal f of the  air 
pollution programs th at  existed at the  g radu ate  and und ergr aduate 
level five y ears ago are gone now. There is a very limited  numb er
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of programs tha t are open to people to get specialized training at 
the graduate  and unde rgrad uate  level.

To operate  an university-level program, the univers ities want 
those faculty people to have some research money coming in. They 
want to find some support for th eir  g radu ate  students. They maybe 
need money for equipment and things  like tha t. There needs to be 
some infusion of funds, and in the past  it has been from federal 
training  gran ts into the academic inst itutions  to keep those pro­
grams going from year to year. The universities see a need but 
they are not willing to carry  it all on the ir own, so we a re having 
trouble at the university level, not at the  technical school and 2- 
year colleges.

I have to re-emphasize that  business of our ability to att rac t 
competent, qualified at the salar ies stat e and local agencies can 
pay. It is just very difficult. There  is a limited number of them to 
begin with, and we don’t get them. What we do is take  scientists, 
we take botanists and try  to put  them into air  pollution positions. 
We stretch the skills that  people have as much as possible, and it 
weakens or waters down our efforts, but that  is what we are  forced 
to do.

Mr. Traxler. I want to tha nk you for your presen tation . We 
deeply appreciate it.

Mr. Fairchild. T hank  you.
Mr. Traxler. The Committee will recess unti l 2 o’clock this 

afternoon.

AFTERNOON SESSION

Environmental Protection Agency

WITNESS

HON. JAMES L. OBERSTAR, A REPR ESEN TATIVE IN CONGRESS FROM
THE STATE] OF MINNESOTA

Mr. Traxler. The Committee will come to order.
We are very pleased to welcome th e Honorable James Oberstar, 

a distinguished Representative from Nor thern Minnesota, who will 
tell us all about the EPA.

If you care to paraphra se your stat ement  that  will be fine with 
us.

Mr. Oberstar. I th ank  you very much for the opportunity  to join 
you at this time to express my concern about some funding 
matters.

I want  to focus on the needs of the  National Water Quality 
Laboratory  in Duluth,  Minnesota, not because the lab is located in 
my Congressional district,  but because its work is of a national 
nature.

The work of the water quality  labora tory touches fresh water 
and toxicology, wate r quality  crite ria, research rela ting to the 
Grea t Lakes in general, toxics and acid rain  research.

In the aggregate, we would like to see a $6*/2 million budget for 
the Water Quality Laboratory. Tha t is the reques t the lab has
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submitted, but I will not cite the broken down figures because they 
are in my testimony.

My f irst concern is in the fresh wate r area  of research. The lab 
in Duluth  was intended  to be a national center for fresh wate r 
research and has been diverted at various times from that goal 
because of other pressing needs of EPA on specific assignments.

It is now back on track  and is doing some pioneering  research .
In the area  of w ater quality  c riteria, the  lab is charged with that 

responsibi lity of establish ing crite ria for fresh wate r inland  lakes, 
and has done some remarkable  work which, in fact, the Subcom­
mittee on Investigation and Oversight of the House Public Works 
Committee made a special trip  to review and to hold out as a 
model for research efforts within EPA.

The Grea t Lakes research focused on PCBs and dredge spoils, 
and in the course of the ir pioneering  work two very grea t mile­
stones were achieved. One was the detection of toxic substances in 
Lake Superior using living organisms—very minu te creatur es— 
which can detect extremely small amounts of toxic materia ls in 
fresh water.

Using such substances, they discovered in upper Lake Michigan 
a new chemical formed by the synergism of two existing chemicals 
floating around  in Lake Superior which mixed with the  waters in 
Lake Michgan, a substance tha t is very toxic which was not previ­
ously known to ex ist in either lake.

I will not go into any detail on the  asbestos research , but  there 
too we have a problem of a long-term nat ure  which t he work of th e 
lab has been well established.

Another of my concerns is rela ted to the  field of acid rain  re­
search. There is no question that acid rain  is the grea test  th reat to 
the environment in the North American Continent.

Already some 300 lakes in the Adirondacks are threatened. More 
than 100 a re dead. Acid r ain clouds now extend from the Tennes­
see Valley all the  way into Southern California. The experience  of 
Sweden may be an indicator of our future : some 10,000 lakes in 
that country are  already dead because of acid rain  which has 
destroyed not only plan t life but fish life.

You do achieve a clean lake. It is so c lean nothing grows or lives 
in it, and the tragedy is tha t the  d isaster which has already struck 
Sweden is awaiting  us in the North American  Continent.

Those of us who live in the Nor thern Tier States have a part icu­
lar  concern because of the build-up of acid rain  over the winter 
months. It comes down as snow and you have a high peak during  
the spring run-off of acid in lake and strea m waters destroying fish 
eggs and concentration  in those relatively infert ile glaciated lakes, 
causing long-term perm anen t damage.

The time to prevent tha t from occurring  is now, and the place to 
put our financia l effort is in the research labora tories  of EPA.

Thank you very much for the oppor tunity  to be here.
[The stateme nt follows:]
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STATEMENT OF
HONORABLE JAMES L. OBERSTAR, M.C.

MAY 7, 1980

SUBCOMMITTEE ON HUD-INDEPENDENT AGENCY APPROPRIATIONS

Mr. Chairman, Members of the Subcommittee:
I appreciate the opportunity to appear today in support 

of increased funding for the EPA Environmental Research 
Laboratory in Duluth, Minnesota, and of the Administration's 
request for research on acid rain. The Duluth laboratory is 
requesting funding at a budget level of $6.5 million.

The lab's budget is broken into five specific areas of 
research. The fresh water category contains funding at a 
level comparable to that of FY'80: $2.6 million. The 
primary concerns of this division are in aquatics and toxicology 
This division has funded pioneering research in the asbestos 
lab, under the direction of Dr. Philip Cook. The asbestos 
lab has done extensive research in the effects of Reserve 
Mining Company's disposal of asbestos-like fibers into Lake 
Superior. With the end of lake disposal, the lab now has an 
excellent opportunity to follow up the activity of these 
fibers in Lake Superior. Changes, iji the formation of the 
fibers, their role in the food chain over the next years, 
and the length of their presence in the original dumping 
area are questions of concern to the lab and, understandably, 
to the population of the Lake Superior area.

The fresh water lab is also engaged in the development 
of water quality criteria, including the establishment of 
the safe levels of substances in aquatic systems. This has 
been one of the projects of the lab since its inception in 
1967.

The Great Lakes research, requesting approximately $1.6
million in FY'81, is primarily involved in the investigation
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of PCBs and in the safe disposal of dredge spoil. This 
funding level request is already at a level of $2 million 
below last year's funding level.

The Toxics Department, requesting $1.5 million in 
FY'81, is currently developing a toxic substances manual for 
testing. This is for use by industries to aid them in 
compliance with EPA regulations.

In the fields of energy research, acid rain research, 
of acute concern on the Minnesota-Canadian border, is requesting 
$900,000. This will be the target of most of the funds in 
this division. I will return to my concern for this particular 
project in a few minutes.

The Duluth lab, in the words of its director, Dr.
Jaworski, is "scientifically sound and healthy in 1981." It 
draws much of its strength from the University of Minnesota-Duluth 
and the University of Wisconsin-Superior, with which it has 
cooperative agreements. These agreements enable the lab to use 
the talents and knowledge of University personnel and, in return, 
provide laboratory training to the Universities' faculty members.
The lab will use these funds to strengthen two of its major
areas of research - its asbestos research and acid rain research.

The asbestos research is essential to our nation. Asbestos
minerals are vital industrual materials. Yet the health impacts of 
asbestos and asbestos-like materials have not yet been determined.
We must address the consequences of our nation's inattention to 
asbestos health hazards so as to avoid further dangerous exposures 
and to identify possible substitutes for asbestos.

The on-going work of the asbestos lab has been to introduce 
asbestos and asbestos-like particles into animal lungs to determine 
their carcinogenic effects. The goal of this research is two-fold:
1) to determine what particle properties regulate fiber carcenogenicity; 
and 2) to develop an effective model of mineral structural activity 
to use as a measuring stick in predicting carcenogenicity in mineral 
particles.
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The importance of this work cannot be overstated. The 
ability to have relatively sound predictions as to mineral 
particles' toxic properties will save lives, time, and money 
in the future. We will no longer have to stumble along, discovering
after the fact that the materials used to construct our most
modern buildings are carcinogenic.

I want to emphasize the unique relationship which exists
between the researchers at the asbestos lab in Duluth and those
at the EPA lab in North Carolina. Several projects involving the 
testing of particle carcenogenicity tap the expertise of the 
minerologists at the Duluth lab and that of the biologists at the 
North Carolina lab. The model development programs recognize 
that cooperation and communication are essential in minerology 
studies and biology research.

The Duluth lab is also a major part of the nation's acid 
rain research program.

Acid rain pollution is one of the most critical pollution 
problems facing the United States and the industrialized 
West in the remaining two decades of this century.

It has reached critical levels throughout the northern United States 
and has become a point of controversy in U.S.-Canadian relations.

Acid precipitation results from the emission of sulfur and 
nitrogen oxides into the atmosphere. Mixing with precipitation 
in the atmosphere, the oxides become acids.

Most of the U.S. source pollution in the Great 
Lakes Basin and the Ohio Valley is produced by thermal power 
generation. Increased use of coal will exacerbate the pollution 
problem.

In the past year, the problem has finally gotten the attention 
it deserves from the Executive Branch, Congress, and the news media.
We lag behind our Canad’a? neighbors in this respect.



267

In November, I traveled to Toronto to participate in 
a Conference on Acid Rain sponsored by a coalition of U.S. and Canadian 
organizations-deeply committed to the international effort to combat 
the enormous environmental damage from acid rain pollution.
In Canada, acid rain pollution is a national issue, heavily reported

in the news media.
Frankly, the Congress and the Executive Branch must increase 

support for research into the causes and effects of acid rain pollution 
and for the development of effective means of reducing the impact of 
acid rain on wildlife, water quality, vegetation, and air quality.

In the past year, the federal government has taken the first 
steps towards developing a comprehensive battle plan to combat 
acid rain pollution.

The Hous.e-Senate Conference on the synfuels legislation is likely 
to include a version of the Moynihan amendent establishing in law 
an interagency task force on acid rain pollution as well as a framework 
for funding federal, state, local and private research efforts.

The President has established as administration policy an 
annual target of $10 million for research on acid rain. It is a modest 
amount, which must be increased in the near future. I recognize that the 
Subcommittee is operating under the constraints of a balanced budget.
My i x T s a n . i l  p i a  f  i t  rni’i’ would be to ask that the Committee add to the 
Administration's request. I am afraid that such a request would 
be unrealistic at this time. For that reason, I only ask that the 
Subcommittee approve without reduction the extremely
restrained EPA request for acid rain research: $2.5 million 
in Anticipatory research funds and $4.4 million in Energy funds, 
of which $3 million would be DOE transfer funds for MAP3S. The 
President's target of $10 million will be met through
funding of acid rain research in other Departments.

I am strong supporter of anticipatory research because I believe 
that it ultimately saves the federal government far more in terms of 
reduced enforcement and mitigation costs than it costs. Last year, 
the Subcommittee made substantial reductions in anticipatory research.
The Administration FY 1981 request of $14.6 million for anticipatory
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research is the same as the FY 1980 appropriation. As the result of inflatioi 
real spending on anticipatory research declines. Further cuts 
would be most unfortunate. I urge the Committee to approve the 
Administration's request to insure that in FY 1981 we do 
fulfill our national commitment to acid rain research.

This Nation must recognize that acid rain is an increasingly 
dan'gerous pollution problem. We have a rare opportunity with 
this problem to anticipate the impact and develop in advance a 
p ro g ra m  f o r  m i t i g a t i n g  t h e  d am ag e .

T hank y o u .
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Mr. Traxler. Thank you for bringing the  problems of the  D uluth  
Laboratory to our attention. I u nder stand that  the budget proposes 
to fund them a t $6.5 million.

Mr. Oberstar. That  is the  amount that  the lab has requested.
I don’t know that it has been c ut back.
Mr. Traxler. How was this handled  in previous years?
I am sure this comes under the  research funding category, and it 

does not show in the ir justifications that  we received as to what  
they really  allocate to laboratories.

Mr. Oberstar. Tha t is something  I have not been able to deter­
mine from EPA, but I do know from my con tact at the  lab t ha t this  
is the  amount of the budget that  they have requested.

Mr. Traxler. Okay.
Mr. Oberstar. My concern is that  in years  past we had the 

discharge of the  reserve mining company tailings in Lake Superior 
and all the  lab work was side-tracked on toxics, Great Lakes re­
search, to focus th eir  to tal energy on finding the asbestos and other 
harmful effects of tailings discharge into the  Lake.

They spent  thre e years on t ha t work and now are playing catch­
up on the  other basic research that  the lab needs to conduct.

Mr. Traxler. Well, we w ant to tha nk you very much for bring­
ing this to our atten tion. The committee will do all possible in this 
regard.

Mr. Oberstar. I want to tha nk the  Chairman, because in the 
time of budget cutting it is very easy to cut research. It is some­
thing that  is not needed, does not have a direct effect on today’s 
activities  and is one that people always think can be deferred.

I think the test  of our progress is o ur wisdom to look ahead and 
to make the inves tment  today in work that  will produce resul ts 
perhaps a  decade from now.

Mr. Traxler. We tha nk you very much.
Mr. Oberstar. Thank you, Mr. Chairman.

Environmental Protection Agency 
WITNESS

THOMAS J. BARLOW, NATIONAL RESOURCE DEF ENS E COUNCIL, INC.

Mr. Traxler. Our next witness is Mr. Thomas J . Barlow, Nation­
al Resource Defense Council.

I am going to ask the witnesses to confine the ir remarks  to no 
more than  ten minutes. We have a lengthy  af ternoon  schedule, and 
unless we are all respectful of the succeeding witness, we will be 
here until  many hours this evening.

Please observe the  t en minu te rule, and we want to welcome you, 
Mr. Barlow. We will insert your sta tem ent  in the record.

Mr. Barlow. T hank  you, sir.
Non-point sources of w ater pollution in the Nat ion’s stre ams and 

rivers is very serious. Reports to the  Council of Environmental 
Quality indicate tha t over half of pollu tant loads now in the Na­
tion ’s wa ter are from nonpoint sources.

We feel that nonpoint sources, the control of them,  is going to be 
a high priori ty in the 1980’s and we have gotten the  point sources
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under control. They are underway to being brought under  control 
and we are  going to have to map new s trategies  to get at  non-point 
sources to have c lean water.

The States  need to be prodded to do a much more aggressive 
meaningful  job in addressing nonpoint sources. It can’t be a total 
Federal job the way a lot of the point source control has evolved.

To get the  States moving we would like to see over the course of 
time that  al l wate r pollution control funds given to States from the 
Federa l Government be conditioned on the States  doing a meaning­
ful job in both the point and nonpoint source area.

We would like to ask that the  Subcommittee and the Full Com­
mittee  consider putting language to this  effect in the Committee’s 
report to indicate to EPA that  from a financial and programmatic  
standpoint that the  subcommittee feels t ha t this is a proper way to 
move to save the Federa l government money in years ahead.

That  is it, sir.
Mr. Traxler. We like that  last  sentence; saving them money.
Thank you very much. We will make your stateme nt a part of 

the record and your attachments  we will file in the committee files.
[The statemen t follows:]
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Testimony of 
Thomas J. BarlowNatural Resources Defense Council

The water quality problems of the nation fall into 
three general categories —  point source discharges, 
municipal discharges and pollutant laden runoff from non­
point sources. The past seven years of Enviromental 
Protection Agency effort have concentrated on curing point 
source and municipal discharge problems and good progress 
has been made. However, the control of sources of nonpoint 
pollution has been neglected by the agency. With the 
reduction of point source discharges, nonpoint source inputs 
have risen proportionately —  sediment from agriculture, 
construction, and silvicultural activities, acid mine drainage 
urban stormwater runoff, improperly functioning septic systems 
constitute more than half of the pollutants entering the 
nation's waters.

The 208 program has a twofold goal (1) to bring all 
control efforts —  point source, municipal facility, and 
nonpoint controls —  into a unified water quality planning 
matrix and (2) to secure the implementation of Best 
Management Practices to control sources of nonpoint 
pollution. Best Management Practices (BMP's) are those 
assortment of techniques and operating procedures which,

6 3 -2 7 7  0 - 8 0 - 1 7
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if properly applied, will result in the least amount of pollu­

tants being transported by diffuse runoff from the zone of 

activity into watercourses. A BMP is, in effect, a techno­

logical fix similar in function to the cleansing equipment 

you have for a piped point source outfall.
Let me speak for a moment about the nature of BMP's in 

the 208 program. (1) They are not land use controls in that 

they can be used to prevent a field from being turned into a 

parking lot. BMP's are this: no matter what use the land is 

put to, there should be respective BMP's for assuring that 

the diffuse runoff from rainfall, for instance, does not 

transport pollutants from the site. (2) There should be no 

argument within a watershed or river basin over the extent to 

which point or nonpoint sources are responsible for polluted 

watercourses when it comes to deciding whether BMP's should 

be developed and applied for nonpoint sources. Just as there 

is no argument as to whether or not a small chemical company 

in a basin should put on point source controls because a large 

chemical plant is contributing most of the pollutant load (the 

small chemical company should) —  so the BMP's should be developed 

and applied throughout the watershed without regard to load pro­

portion factors. (3) BMP's are to be developed and applied 

before the pollution occurs. Because there may be negligible
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nonpoint runoff in an area does not mean BMP's can be neglected. 
By their very nature they are designed to prevent pollutant 
loads from being generated or transported. Thus they should be 
on the land, so to speak, at all times to keep water pollution 
from occurring. Applying them after a stress of weather has 
turned the rivers brown with mud is too late.

There are many important benefits from securing implementa­
tion of BMP's throughout a watershed or river basin —  on a 
statewide basis. Existing pollutant loading in a receiving 
watercourse from nonpoint sources might require investment in 
water pollution control facilities by downstream towns and 
industries above the level of investment that would be required 
if those upstream nonpoint sources were controlled. Suburban 
development is often a factor in new sewage treatment plant 
capacity. Yet the water quality protection afforded by this 
new capacity can be reduced significantly if construction stirs 
nonpoint runoff and stormwater runoff from streets and paved 
surfaces is uncontrolled.

The application of BMP's need not be burdensome or compli­
cated and can proceed efficiently and effectively if the federal 
government tal es firm policy decisions at this juncture. We 
have set IS S3 water quality goals which for the health and well­
being of our people we should achieve. Industrial Point Source
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polluters are doing their share to help clean up the nation's 
waters with the installation of point source controls. The 
threat of lawsuits and fines is, of course, an incentive to 
compliance. There is no comparable incentive authority for 
nonpoint polluters in the Clean Water Act. There is however 
ample authority for EPA to hold back, to condition delivery 
of grants and other financial assistance to a State under the 
Water Act upon proper implementation of Best Management Prac­
tices within that State. Nonpoint source control is in large 
measure a State responsibility. Such conditioning would go a 
long way to securing action from the State's to meet this 
responsibility and avoid the need for more stringent federal 
authority in this area at some future point. Such conditioning 
can achieve savings for municipalities and industries as their 
point source control responsibilities are lessened. The battle 
over phosphate nutrient loadings might be mooted as fertilizers 
in agricultural areas were prevented from washing into streams 
and rivers. The alternative route to secure implementation of 
BMP's is the cost-sharing route which would be tremendously 
expensive and therefore impractical and, due to the voluntary 
nature of cost-sharing arrangements with recipients, would not 
be effective in getting on top of nonpoint source problems in 
a comprehensive fashion. I have seen estimates from USDA that 
just to cure the topsoil erosion problems on the nation's farms
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by current cost-share approaches could run up to 40 billion 
and then results could not be certain. You can cost share a 
dairy lagoon, for example. But how do you cost share contour 
plowing? And the red-tape and bureaucracy to sustain such an 
effort would be monumental.

We ask that in this committee's report language this 
year on this program that the agency be urged to exercise the 
authority they have to condition all Clean Water Act grants 
to a state upon proper implementation of Best Management Practices. 
In this fashion we will best move on curing the nonpoint source 
half of our nation's water pollution problems. I attach as 
appendices the section of CEQ's Ninth Annual Report dealing 
with nonpoint source problems; data from EPA on cost savings 
achieved in the construction grants program by implementation 
of BMP's for nonpoint sources and other items.
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ENVIRONMENTAL QUALITY

The  N in th  A nnual  R e p o r t 
o f  th e  C o u n c il  on  
E n v ir o n m e n ta l Q u a l i ty

Dec em be r 1978

NONPOINT SOURCES

A long list of hum.'in activities causes nonpoint pol lution—f arm ­
ing, lumbering , pesticid e and fertilizers applied to crops and  lawns, 
disposal of waters on or m. ,-'r the ground, construction, and  mining. 
Nonpoint sources are especially diff icult to control . Indeed, they may 
stand in the way of achiev ing the 1983 goals in some areas.

The first 109 areaw ide planning agencies established und er Sec­
tion 208 of the 1972 Act identified urb an storm water and  agricul­
tura l and construction  runoff as p rincipal cont ributors  to thei r water 
quali ty problems.53 EPA ’s 1975 nat ional inventory of water quality  
indica ted tha t nonpoint pollution problems would make  it impossi­
ble to atta in “fishable” and  “swim mable” waters  by 1983.54 For 
example, Mo ntana reported in 1977 tha t 4,000 miles of its streams 
could not meet 1983 goals; the reason for more tha n 3,900 miles 
is pollu tion from nonpoint  sources.55

Erosion is a  major cause of nonpoint  pollution. Rainfal l patt erns , 
natural erodibi lity of the soil, physical features of slopes, and  othe r
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natura l factors influence erosion, but what people do is usually more 
important in determining soil loss than all other factors combined.59

The following facts and examples illustrate the significance of 
nonpoint influences on water quality:
• Sediments from nonpoint sources are estimated to be 360 times 

the quantities discharged from municipal and industrial point 
sources after treatment, and agriculture contributes over 50 per­
cent of all sediment loadings.

• Acre for acre, construction activities are the foremost contributor 
of sediment, averaging 1,100 tons per acre per year.

• Biochemical oxygen demand (BOD) and nutrien t loadings from 
nonpoint sources (feedlots, landfills, agriculture) are approxi ­
mately 5 to 6 times loadings from municipal and industrial point 
sources.

• By 1981, BOD levels from untreated  urban runoff are projected 
to equal the BOD levels in treated effluent from municipal plants.

• Few data have been gathered nationally on toxic metals, but 
studies in urban areas have shown that concentrations of toxic 
metals in runoff are many times greater than concentrations in 
sewage.

• Outside urban areas, the runoff from past mining operations is 
the major contributor to toxic metal concentrations in streams.57

A 1977 report by the General Accounting Office on controlling 
nonpoint pollution sources made these statements:

Nonpoint sources of w’ater pollution—sediment, acid mine 
drainage, pesticides, and other pollutants carried into streams 
by runoff from rainstorms—currently produce more than half 
of the pollutants entering the nation’s waterways.
If not controlled, nonpoint pollution will prevent atta inment of 
national water quality goals and will continue to grow in signifi­
cance as point sources are b rought under control.
To date, progress in the control of nonpoint sources has been 
minimal.
The best way to control nonpoint pollution is proper manage­
ment of the land.
EPz\ should do more to prevent nonpoint pollution by collect­
ing data, eliciting help from other agencies, developing legisla­
tive proposals for more resources, and placing management of 
the program at a higher level.
State and local agencies planning solutions to control nonpoint 
sources are not using adequate data for planning, and they can­
not collect the necessary data  because of program constraints 
due to emphasis on controlling point sources.58

T he scope and extent of the influences on nonpoint pollution as 
summarized by the states are shown in Tab le 2-9. The  influences of 
agriculture are the greatest, but 52 percent of the basins were pol­
luted by urban runoff.
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Causes and Severity

Urban Areas Urban runoff, a primary cause of water quality 
degradation in populous areas, contains almost all types of pollu­
tants. Suspended sediments and toxic materials, particularly heavy 
metals, cause the most harm, but bacteria, oxygen-demanding mate­
rials, nutrients, and oil and grease are also problems.

Pollutants in urban runoff come from air pollutan ts tha t settle in 
streets, erosion caused by construction, litter, chemical additives in 
fuels, and animal i^urces. These influences are understood only in 
principle, and their magnitude is not well-defined.

Quantities of material washed from the atmosphere that  have 
been calculated for four cities are shown in Table 2-10. Sediment 
concentrations ranging from 115 to 514 milligrams per liter were 
produced in the urban  runoff. For comparison, Figure 2-10 shows 
that mean sediment concentrations in streams in these same regions 
were considerably less.

Table 2-9
Nonpoint Source Pollution by Region 1977

Percentage af fected 1 by  type  of  source

Region

Num ­
be r of  
basin s

Urban
runo ff

Con­
st ru c­
tio n

Hydro -
logic
mod i­
fi ca ­
tio n

S ilv i­
cu l­
tu re M in ing

Ag ri-
cul-
tu re

So lid
waste

dis ­
posal

In d i­
vidu al

di s­
posal

No rth ea st 40 70 15 20 10 20 55 35 63
So uthe as t 47 57 2 21 30 15 62 9 40
Great Lakes 41 54 7 2 15 41 59 15 39
North  Centra l 35 54 6 3 6 40 89 9 29
South  Centra l 30 52 0 23 13 53 87 13 40
So uthw es t 22 23 0 18 5 36 73 0 36
Nor thwes t 22 23 23 23 27 23 55 9 32
Islands 9 67 67 22 0 0 78 22 89

Total 246 52 9 15 15 30 68 14 43

1 In wh ole  or in part.
Sou rce: U.S. Env iro nm en ta l Protec tio n Agenc y, Nat iona l Water  Qua lit y Inve n­

to ry : 1977 Rep or t to Congres s (W as hin gton , D.C.: U.S. Gov ernm en t Print in g Office , 
1978 ).

Table 2-10
Estimated Materials Washed from the Atmosphere

City

Dus tfa ll 
(to ns  per  

squa re  mile )
An nu al

pre cip ita tio n
(inch es )

Im pe rv ious
area

ru no ff
(in ch es )

Run off-w eig hted  
conc entratio n1 

(m ill ig ra m s 
per lit er )(per  mon th ) (per  yea r)

New York 68.3 766 42 34 314
Cinc inna ti 22.3 268 40 32 115
Pittsbu rgh 51.1 613 36 29 292
Seattle 25.5 306 39 31 136

1 Mean co nc en tra tio n of  se dim en ts in urba n ru no ff  th a t are  cause d by dustfa ll.
Sou rce:  H.P. Guy, "A n Overv iew  of  No n-Po int  Water  Po llu tio n from  th e Urban- 

Su burba n Arena ,"  in P.M. Ashwo od and  R.C. Underwood, eds., Non-Point Sources  
of  Wa ter  Pol lu tio n (B lacksb urg,  Va.: V irgi n ia  Water  Resou rces Research Cente r, 
1975), p. 51.
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Figure 2-10

Mean Concentrations of Suspended Sed iments at 
NASQAN Stations during the 1977 Water Year

!— m  rca
0 1-50 51-100  101- 201- >5 01

200 500

Source: CEQ analysis  of U.S. Geologica l Survey, Nat ional Stream Quality Accou nting 
Network, data.

T he large loadings of sediments from construction, primarily an 
urban activity, are illustrated by erosion data from Connecticut, 
shown in Table 2-11. Reports from the states summarized in Table 
2—9 showed that the basins most affected by construction sediments 
are in the Pacific and Caribbean islands, the Northwest, and the 
Northeast.

The literature  contains many examples of urban runoff with simi­
larly high concentrations of biochemical oxygen-demanding mate­
rials, fecal coliform bacteria, toxic heavy metals, asbestos, chemical

Table 2-11

Estimated Soil Erosion Rates for Connecticut

Land use Tons pe r acre pe r year

Natural  wo od lan d 0.11
Ad eq ua te ly managed cr op land 2.73
In ad eq ua te ly managed cr op land 10.77
Urban area 0.86
Con st ruct ion site 185.20

Sou rce: U.S. Env iro nm en ta l Protec tio n Agency, Nat iona l Wa ter  Qua lity In ve ntory:  
1976 Report to Congress, EPA-4 40/ 9- 76-0 24  (Washin gton . D.C.: U.S. Gov ernm en t 
Print in g Office , 1977), p. 5, based in par t on Soil Co nserva tion Service da ta.
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nutvients, and organic mater ials. Downstream of Greenfield, Massa­
chusetts, for example, the concentrations of chromium, copper, lead, 
nickel, and zinc in sediments are at least double the upstream con­
centrations, shown in Table 2-12. Biological indicators showed sig­
nificant effects of pollution as the Green River passed through Green­
field.

Farming, Mining, and Forestry In rural  areas, agriculture, sur­
face mining, and forestry are the principal nonpoint sources of water 
pollution. By disturbing the vegetative cover and loosening the soil, 
they cause erosion and add stream sediments. Agriculture contrib­
utes nutrients and agricultural chemicals to waters, and mining can 
contribute acids, nutrients, and a variety of metals. Forests do not 
ordinarily degrade water quality, but logging and associated road 
construction often do.

Of all the sources of nonpoint  pollution, agriculture is the most 
extensive, affecting over one-half of the basins in all geographic re­
gions (see Table 2-9) . In the North Central, South Central, South­
west, and the Pacific and Caribbean Islands regions, 83 percent of 
the basins are affected, compared with an average of 58 percent for 
the other parts of the country.

Runoff from agricultural land can increase levels of bacteria, sus­
pended sediments, nutrients, and pesticides; irrigation return  flows 
primarily increase dissolved solids (salinity), nutrients, and pesti­
cides, as shown in Figures 2-11 and 2-12.

Nutrients are a particular problem in intensely farmed regions 
where concentrations of ni trogen and phosphorus in waters may be 
higher than anywhere else except in rivers subject to heavy loading 
from municipal wastes. The source of many of these nutrients is 
commercial fertilizer, but animal manure also makes an impor tant 
nonpoint contribution. Figure 2-13 shows how agricul tural and other 
land uses influence nutrient levels in streams.

Mining runoff and drainage adversely affect water quality in 30 
percent of the nation’s basins via runoff or drainage (see Table 2-9

Table 2-12

Sedim ent  Concentra tion s of Heavy Metals fro m 
Urban Runoff, Greenf ield , Massachusetts
(p ar ts  pe r m ill io n)

Metal

Con ce nt ra tio ns

Up stream  fro m 
urban area

Do wn stream fro m 
urba n area

Ch romium 60 125
Copper 25 64
Lead 9 75
Nickel 31 62
Zin c 56 133

Source: F.A. Digian o et al., "C hara ct eriz atio n of  Urban Ru no ff— Gr eenf ield.  Mass., 
Phase II ’’ (A mhe rst, Mass., Water  Resourc es Resea rch  Cente r, 1976 ).
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Figure 2-11

Basins A ffected1 by Excess Salini ty from Nonpoin t Sources

‘In whole or in part.

Source: U S. Environmental Protection Agency. National Water Quality Inventory: 1977 
Report to Congress (Washington, D.C.: U S Government Printing Office, 1978).

Figure 2-12

Basins Affected1 by Pesticides from Nonpoin t Sources

'In whole or in part.
Source: U.S. Environmental Protection Agency, National Water Quality Inventory: 1977 

Report to Congress (Washington, DC.: U.S. Government Printing Office. 1978).
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Figure 2-13

Relationship of Land Use and Nutrient Concentrations in 
Streams

Total phosphorus Tota l nitrogen

2  90% Forest / A

2  75% Forest

. 2  50% Forest

2  75% Cleared, 
unproductive

2  50% Cleared, 
unproductive

Mixed

2  50% Range1

2  75% Range

2  50% Range’

2 5 0 %  Agriculture

2  40% Urban

2 7 5 %  Agriculture

2  90% Ag riculture
J L

0 0.1
Mil lig rams  per lit er  

'Remaining land predominan tly fo rest.
’ Remaining  land predominantly agr icu lture.
Source: Jam e-; M. Omernik. Nonpo int Source—Stream Nu trie nt Level Relationships: A 

Nationwide Study  (Corvallis: U.S. E nviro nmental Protection Agency, Env ironmental  Research 
Laboratory. 1977), pp. 28-29 .

0.2 0 1 2 3 4 5
Mi llig rams  per liter

and  Figure 2-14 ). It  is the abando ned  mines tha t cause the most 
severe a nd intr acta ble problems because  active mining is now gene r­
ally regulated. Mining effects vary widely among regions. The Ohio  
River basin (Grea t Lakes region) is severely impac ted by coal min­
ing, especially acid mine drainage which occurs when exposed 
sulfur-bearing rock reacts with air  and  water to form sulfuric acid, 
which then  leaches or runs off into nearby streams. Erosion from 
mining may also cause excess suspended sediment.

The extent of acid mine drainage problems was vividly pointed 
out  in the Pennsylvania report to the Congress.59 In approximately 
2,000 of the 2,988 ma jor  stream  miles which do not  meet water
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quality standards,  drainage from abandoned mines is partly or wholly 
responsible. Th e volume of acid discharged  into the rivers in coal 
mining areas is enormous; in the western third  of Pennsylvania alone, 
700 tons of acid per day enter major rivers (see Figure 2-15 ).

In the North Central , South Cen tral , and  Southwest regions, pol­
lution by heavy metals from ore mining is a significant problem. Oil 
and gas extra ction  causes excess salinity in the South  Central and  
North  Central regions.

Forest ry act ivities can cause severe e rosion where logging roads are 
bui lt and  steep hillsides denuded.  Runoff then causes high levels of 
suspended sediments in the streams and  lakes that  receive the run­
off and  excessive sediment deposits at the bases of slopes and  in 
ditches and streambeds. Run off can also carry along oxygen-demand­
ing mater ials, nutr ients , and  pesticides. Widespread problems from 
silviculture activities are found  primarily  in the Southeast and  No rth ­
west (see Ta ble  2-9  and  Figure 2-16 ).

Oth er Sources Hydrologic modificat ion of streams, such as by 
dredging, excavating, or dam insta llatio n, affects water quality  in 
approximately 15 percent of the hydrologic drainage basins, as re­
ported by the states (see Table 2-9 ).  Th e basins affected are shown 
in Figu re 2-17 .

Dredging or excavation of streambeds to maintain  navigat ion 
channels , reduce flooding potenti al, or faci litate  irrigation can  in- 

Figure 2-14

Basins Af fec ted 1 by Mining Act ivities 1977

'In whole or in part.
Source: U S. Environmental Protection Agency. National Water Quality Inventory: 1977 

Report to Congress (Washington, D.C.: U S. Government Printing Office, 1978).
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Figure 2-15

Mine Acid Discharge per Day into the Major Rivers of
Pennsylvania
( t o n s )

Lake Erie Basin

Source: U S Environmental Protection Agency, Nat iona l Water Qua lity Inventory. 1976 Report 
to Congress, EP A-440/9-76 -024( Wash ington, D.C.iU.S. Government Printing Of fice. 1977), p. 

A-163.

Figure 2-16

Basins Affected 1 by S ilvicultural Activities 1977

‘ In whole  or in part.
Source: U S Environmental  Protection Agency. Nat iona l Water Quality Inventory: 1977 

Report to Congress (Washington, D C.: U.S. Governmen t Printing Office. 1978).
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Figure 2-17

Basins Affected1 by Hydrological Mod ifica tions 1977

‘ in whole or in part.
Source: U.S. Environmental Protection Agency, National Water Quality Inventory: 1977 

Report to Congress (Washington, D.C.: U.S. Government Printing Office, 1978).

crease the amount of suspended sediments and sedim ent deposits and 
destroy stream habi tats . This  problem, described in deta il in the 
Arkansas and Tennessee state  repor ts, affects many stream s in the 
Lower  Mississippi River basin.60

Dams may improve or degrade  water quali ty. On  the positive 
side, dam  impo undments can serve as basins where suspended sedi­
ments and  nut rien ts settle out, thereby reducin g thei r levels down­
stream . Dams can regu late streamflow to"provide adequa te assimila­
tive capacity for downstream waste loads (this  flow regulat ion is a 
supplement, not  an alternativ e, to adequa te waste tre atmen t).  On 
the other hand, dams can cause serious water quality problems.

For example, water descending over dam spillways may become 
supe rsaturated v-Jh dissolved oxygen and  nitrogen and  cause gas 
bubble  dis ea 'I, which is fatal  to fish. This problem is of partic ula r 
concern in the Snake and Columbia Rivers in the Northwest, where 
dams also bar  the migratory  runs of salmon and other fish.

Water released from the deep er portions of many reservoirs con­
tains high levels of nutr ients  and low levels of dissolved oxygen be­
cause of strat ifica tion of the water.  Several southeastern states, in­
cluding Tennessee and Georgia , with many dams that  provide 
hydroelectric  power  mentioned poor  quality of water released from 
reservoirs as a problem.

Solid waste disposal causes pollution because heavy metals, PCBs, 
and other substances from landfills or dumps  can run off into nearby
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surface waters or leach into ground waters. The problem is poten­
tially critical; once polluted by a persistent toxic material, a ground 
water aquifer may take decades or even centuries to recover. This 
problem is of concern in the Northeast, but it may well be wide­
spread. Unfortunately, the facts are few and understanding is 
limited.61

Pollution from individual disposal systems (such as septic tanks) 
affects 43 percent of the basins in the United States (see Table 
2-9) . The major pollutants are bacteria and, to a lesser extent, nutri­
ents. Inadequate or malfunctioning septic systems were principal 
causes of contamination, especially in rural areas; overcrowding and 
unsuitable soil conditions were also important. Particularly in some of 
the islands, where individual disposal systems are common, contami­
nation resulted from direct sewage discharges into water bodies. 

Controls
Urban Areas Because urban runoff markedly influences water 

quality, control deserves serious attention. Most studies indicate that 
control of urban nonpoint influences can be achieved, but so far the 
controls have had limited success and a high cost.

An obvious solution is to impound and treat all the water just as 
sanitary wastes are treated. But the costs appear prohibitive because 
storage space would be required and the capacity of treatment plants 
may have to be doubled. Unfortunately, areawide planning under 
Section 203 of the Federal Water Pollution Control Act and steps 
for control of urban nonpoint pollution have taken a back seat to 
planning and controls for rural areas.

There are methods for hydraulic control measures that  appear 
promising from the standpoint of cost—reducing sediment volume 
by running the water over lawns or other vegetated land, substitut­
ing vegetated drains for curb drainage, and storing water tempora r­
ily on parking lots, lawns, or other open spaces to reduce the peak 
runoff rate.

Rural Areas Controls of pollution from rural nonpoint sources 
are varied. Improved cropping methods, restricting mine drainage, 
and controlling erosion in logging illustrate the management prac­
tices used.

Cropping practices are probably the most im portant determinant 
of nonpoint pollution from agriculture. The  amounts of sediment, 
nutrients, and pesticides that  enter waterways depend largely on 
what crops are planted, how and when the soil is tilled, what fer­
tilizers or animal wastes are applied, and when and what forms of 
pesticides or other means of control are used for weeds, insects, and 
diseases.62 In agriculture, costs, crops, soil, and climatic conditions 
may impose additional  limits of their own. Some effective control 
practices that are subject to such limitations are listed in Table 2-13.

The ways and timing of manure disposal can greatly influence the 
amounts of bacteria, nutrients, and oxygen-demanding materials in
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Table 2-13

Pollution Control Practices Subject to Possible Crop, 
Soil, Climate, and Economic Limitations

Ero si on N u tr ie n ts Pestic id es

N o -t il l p la n ti n g  
C onserv a tion  ti ll a g e  
Sod-bas ed  ro ta ti o n s  
M eadow le ss  ro ta ti o n s  
W in te r cover cro ps 
Im pro ved  so il 

fe r t il it y
T im in g  fi e ld  

ope ra tio ns
P lo w -p la nt

E lim in a ti n g  exc es si ve  
fe rt il iz a ti o n

T im in g  n it ro g e n  
a p p lica ti o n s

Cro p ro ta ti o n s
A n im a l w aste s
Green  le gum e cro ps  
In co rp o ra ti n g  

a p p lica ti o n s
Slo w re le ase  fe r t il iz e r

A lt e rn a ti ve  pes tic id es
O p tim u m  p la cem en t
Cro p ro ta ti o n s
R e s is ta n t va ri e ti e s
C o n tr o lle d  re le ase fo rm u la ti o n s  
M echan ic a l o r b io lo g ic a l 

c o n tr o l
T im in g  o f a p p lic a ti o n s

Sourc e: J.E . D ougla ss , "S o u th e rn  Fore sts  an d th e  P ro ble m  o f N on-P o in t Sour ce s 
o f W a te r P o llu ti o n ,”  in  P.M . A shw ood an d R.C. Underw ood, ed s. , N on-P oin t 
Sour ce s o f W ate r P o llu ti o n  (B la cksbu rg , Va .: V ir g in ia  W ate r Res ou rc es  Rese ar ch  
C ente r,  19 75 ), p, 33 .

runoff. It is known that nitrogen and phosphorous levels in runoff 
from manure applied in winter are approximately four times as high 
as those from springtime application. The numbers of animals per 
acre can also influence loading of nutrients and oxygen-demanding 
materials.63

Areawide Planning Comprehensive areawide planning and m an­
agement under Section 208 of the 1972 Act is a primary vehicle for 
controlling nonpoint source pollution, rural and urban. As discussed 
in the section on agriculture in Chapter 6, the same management 
p’anning that conserves fertile soil for farming protects rural streams 
from water quality damage. As noted there, EPA has an agreement 
with the Department of Agriculture to develop jointly the “best 
management practices” for controlling runoff pollution from farms.64 
Provisions of the 1977 Clean Water Act authoriz ing this program are 
discussed below.

South Dakota, Iowa, Illinois, New Jersey, New York, Pennsyl­
vania, and Hawaii regulate sediment and erosion from agricultura l 
activities. Montana and North Dakota ue among the states that 
regulate all animal confinement facilities, and South Dakota has de­
veloped a grant  progiam to assist fa i ,ers in building diversions and 
retention facilities to prevent runoff from fcedlots. Five states have 
Forest Practices Acts regulating silviculture activities.65 EPA has 
compiled 58 cases of effective action by local 208 agencies in con­
trolling nonpoint sources and solving other water quality manage­
ment problems; actions range from revising local zoning ordinances 
and subdivision regulations to protect ground water to adopting a 
statewide antidegradation policy.66

Responsibilities of Federal Agencies Federal agencies are also 
lending technical assistance to states and localities in developing

6 3 -2 7 7  0 - 8 0 - 1 9
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parts of their areawidc Section 208 programs. The Soil Conservation 
Service, the Agricultural Extension Service, and the Forest Service 
have assigned people to approximately 50 state and local agencies 
to help develop agriculture and silviculture nonpoint source control 
programs. The Bureau of Reclamation in the Department of the 
Interior has an Irrigation Management Service Program to help 
farmers increase irrigation efficiency and reduce salinity in irrigation 
return flows. The Geological Survey, also in Interior, has coopera­
tive programs with 208 agencies to collect water data,  assess river 
quality, and investigate ground water.

The slow progress of the Section 208 program continues to frus­
trate water quality managers and many citizens. The  program has 
been difficult to implement because of funding impoundments, lack 
of data  on nonpoint source pollution, and the slow development of 
economical control techniques. The dominant problem appears to 
be an institutional one, however. Solutions to complex local and 
regional water quality management problems will ultimately be de­
vised locally and regionally. Yet the incentives for local govern­
ments to develop and implement effective water quality management 
programs are limited and often are overshadowed by the availability 
of federal construction grants and statutory compliance deadlines 
for point sources. The  Congress did not include in the 1977 Clean 
Water Act an Administration proposal that continued construction 
grant funding be conditioned on development and implementation 
of effective 208 plans.

Changes in the Law

The 1977 Amendments strengthen Section 208 programs for com­
prehensive areawide control of rural nonpoint sources and weaken it 
for urban sources.67 The Amendments authorize a new program for 
the Department of Agriculture, in conjunction with EPA, to provide 
technical and financial assistance to farmers for implementing area­
wide management plans under Section 208. USDA, with the con­
currence of EPA, may contrac t with farmers to install measures to 
reduce agricultural runoff. Only those soil conservation measures 
approved in a state 208 plan as “best management practices” will be 
eligible for funding.

The Amendments also authorize states to assume regulatory re­
sponsibility under Section 208 for regulating the discharge of dredged 
or fill materials in connection with some farming, lumbering, mining, 
and construction activities that are now regulated by the Corps of 
Engineers under Section 404 of the FWPCA.88

On the negative side, the Congress repealed the eligibility of storm 
water pollution controls for construction grants funding until 1983. 
This action will retard the development and implementation of non­
point source controls in cities.
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201 Cost Savings Achieved by the WQM program

The fo llo wing  examples demonstrate cost savings fo r wastewater treatment fa c il it ie s  achieved by the Water Qu ali ty Management program: 
Exe ter,  New Hampshire'

■. As. part of it s  urban stormwater planning program, the sta tew ide  
WQM'agency prepared a wastewater treatment fa c il it ie s  plan fo r  the  town of  Exeter. This fa c il it ie s  plan w il l lead to improved wate r qua lit y  and a $450,000 cost savings over a previous a lte rn a tive , which would have
taken two years long er .to  complete............. • .............

New .Castle .County, Delaware

The New Castle County 208 program helped to achieve a $2 m il li o n  cost  savings fo r sewer extensions, by developing a p r io r it y  l i s t  fo r  
septi c system needs which id en ti fied  areas su ita ble fo r con tinued'u se of  on-lot disposal  systems and areas requ irin g sewering.

B r is to l, V irgini a

The Water Qu ali ty Management agency performed a study showing th a t most of  the phosphorus and ammonia were contr ibu ted to the rece iv ing 
water by nonpoint sources and not by the Bris to l sewage treatm ent p la nt.  Reduction of  the treatment requirements fo r these substances saved $2.9 m il lio n .

Kno xv ille , Tennessee

The Water Qu ali ty Management agency reassessed plans fo r  upgrading trea tment fa c il it ie s  and ef fected  cost savings by determining th a t 
te r ti a ry  treatment would produce neglig ib le  improvement in wa t’ r  q u a li ty , due to nonpoint source contr ib ution:.  A $4 m il lio n  to $5 m il .i o n  cost savings was achieved by improving secondary trea tment ra thei than going to AWT. . .

Provo, Utah

Water qualit y analysis and fa c i l it y  planning by the Mountainland 
Associa tion o f Governments res ulted  in a $5 m il lion  cost  savings fo r  three regional wastewater treatment fa c il it ie s .  The WQM program 
recommended against  upgrading these secondary plants to  AWT, because 
nonpoint source pollu tio n would prevent s ig n if ic an t improvements in  water qua lit y .
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Spr ingf ie ld-E ug en e,  Oregon

The Water Q ualit y Management agency achieved the  development o f a 
co s t- e ff e c ti v e , region al  wastewater tre atmen t f a c i l i t y  and the  fo rm at io n 
o f a sewerage management agency fo r  Lane Coun ty, S p r in g fi e ld , and Eugene, 
Oregon. Th is region al wastewater tre atmen t so lu tion  w i l l  save $3 m il li o n  
in  comparison to  the  two separa te fa c i l i t ie s  th a t had been proposed. 

Poc ate llo , Idaho

A jo in t  land  app lic a tion  system fo r  mun icipa l and in d u s tr ia l wa ste wa ter  
e ff lu e n t,  which was developed w ith  wa ter q u a li ty  management ass is ta nce , 
w i ll  el im in at e s ig n if ic a n t discha rges to  the Po rtn eu f River  and reuse 
va luab le resources. The jo in t  m un ic ip a l- in d us tr ia l f a c i l i t y  w i l l  re s u lt  
in  a $3 m il li o n  cost savin gs .
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Environmental Protection Agency

WITNESSES

CHARLES B. KAISER, JR., GENERAL MANAGER, METROPOLITAN ST. 
LOUIS SEWER DISTRICT, REPRESENTING THE ASSOCIATION OF1 MET­
ROPOLITAN SEWERAGE AGENCIES

RON M. LINTON, EXECUTIVE DIRECTOR, AMSA

Mr. Traxler. Charles Kaiser, General Manager of the Metropoli­
tan St. Louis Sewer District, and he is here  to speak on beha lf of 
the EPA.

We will make your statement a part of the record.
You may proceed, Mr. Kaiser.
Mr. Kaiser. I am accompanied by Ron Linton, the Executive 

Director of AMSA.
I am Legislative Committee Chairman for AMSA. We represen t 

77 of the  major agencies in the country who have treatm ent facili­
ties for about 90 million of our citizens.

We have long supported the goals of the Clean Water Act and we 
have t ried over the years to advise both Congress and the executive 
branch of the most cost-effective ways of achieving those goals.

We think we do have the experience and we would like to recom­
mend a few ways, we think , with the  pinch and the funding prob­
lems tha t we in the long run by recommendation could save some 
money.

The prelim inary  EPA survey last  fall showed that  of the  $106 
billion we s till needed in Categories I and II about $35.6 billion of 
that in Step I, I mean Categories I and II with $21.9 billion in 
agencies like ours to provide secondary treatm ent  and more str in­
gent trea tment.

We would like to offer some solutions.
First, we favor the creation of a separate national review and 

funding tract for major city projects. This is p ractica l from a tech­
nical standpoint because these sophisticated projects will be tho r­
oughly reviewed by EPA regardless of the  Department of State 
review which can add little  to the  experti se already brought to 
bear by our agencies.

In addition, we thin k that it would remove the major projects 
from the State  review. They could give their attention to the small­
er projects and by expediting both the major projects, by this 
method, as well as small ones, we thin k you could save a ton of 
money because we feel th at the inflation rate now is in excess of 18 
percent  of our types of projects.

So really, by saving time, you really are saving money. The more 
one studies th e program and the needs in the major areas  the more 
one realizes the practicality  of a separate tract for these major 
projects to allow everyone involved, cities, States  and EPA, to do a 
bett er job of getting  th eir  job done.

We realize this will take  legislative change. However, this com­
mittee  this year  must  act on funding throu gh the present mecha­
nism of the law.

For two years we have urged the Environmental Protection 
Agency to coordinate  its enforcement program with the construc ­
tion grants program. The agency responded by announcing its mu-
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nicipal enforcement strategy . According to the  policy, enforcement 
agreem ents would be linked to the availability  of construction 
funds.

We feel that  this is very, very important , and in par ticu lar we 
feel tha t if th is committee or the Congress cuts appropriations and 
Congress continues on thei r road of enforcement which we under­
stand they have 55 cases ready to file on, we would find ourselves 
in the  position of having severe deadlines to meet without any 
funding.

Although it is not in my stateme nt I do read quite a bit and I 
unde rstand the balanced budget and the  fiscal crunch, but if you 
thin k the Federa l Government is broke, you should come out to 
some of out towns when, with the cost of energy and the cost of 
gas, and everything else we use in our treatm ent facilities going 
up, we are really in a crunch, so we do recommend that  this 
committee appropria te at least what  the President  has asked for, 
because with inflation, with the freeze, the  program is now about 
to s tart runn ing smoothly.

To cut the  appropr iations and with the  freeze on funding, we feel 
that it will have a very disastrous effect. We have taken so long to 
get the program moving, and it looks like we are about to get some 
of these jobs out to construction, and to delay them a yea r or cut 
the funding would have a twofold effect.

One, inflation would m urder us. We would have jobs not coming 
out but, more impor tantly , the  effects of wha t this money, I think, 
is being shown.

We had two public forums in the  last  week on public involve­
ments  required by the  Act, and people are now saying they are 
seeing improvements. They are  seeing fish back in some of our 
streams that  have benefited from the  appropriations you have 
made.

We were even amazed at people saying nice things about our 
agency in that  they really  thin k we have done a  job of cleaning up 
the streams. It took 20 years  maybe, but  with the help of these 
gran ts and the Congress, we think that  the citizen is backing and 
still backing clean wate r programs.

I was recent ly Chairman of a  $200 million State bond issue for 
clean water,  and we passed with about  70 percent of the  people 
voting yes for a $200 million bond issue for clean water,  so w hat we 
are saying is jus t what you heard from the Congressman who 
preceded me.

We were in Duluth with him and we are  startin g to see the 
treatm ent  plants and people saying, my God, the  lake is bett er. We 
have got a long way to go. As I say, we are not asking for more 
money or the $50 billion that  was authorized . Everybody has got to 
stop a little, but to not appropriate at least 3.7 that  the President 
originally  asked for could be disastrous and stop the  program and 
give it  its slowing down, so if you could see fit to appropriate those 
funds we would at least with the  freeze have the expectat ion we 
have gone into a slow enough, but  not a stop, go-stop-go s ituation .

We are asking that you appropria te under the full gra nt pro­
gram.

Another thing tha t we are  hopeful that we might design a new 
program and a program that  would respond to local priorities.
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We think that the standards based stric tly on technology may be 
beyond, cer tainly  beyond the local agencies like our financial  capa­
bility and with the lates t Needs Survey, even some of the most 
ardent  dreamers in the waste pollution field are beginning to rea l­
ize tha t maybe we can’t accomplish every thing  we wanted to in a 
ten-year  span.

So, hopefully, we can link, one, enforcement with availab ility of 
funds, two, that possibly if funds are continued to be cut or even 
stay at the level with inflation, that  possibly a new look can be 
taken at the standards.

I realize that is not this committee’s sole responsibility, but I 
thin k tha t if I am the fath er in the  house and you have to handle  
the money, you can also handle how it is spent  or at least  make 
recommendations.

We are urging Congress, both here and elsewhere, to take  a look 
at limited funding, the requirements of the Act and possibly some 
relaxing of those standards and maybe even a recommendation to 
EPA tha t they have more flexibility with in the  last  and the  law 
maybe gra nt more flexibility in how this  money is to be spent.

Therefore, AMSA urges the committee  not to reduce the  funding 
for fiscal year 1981 below the  administ rative request, and begin a 
study as we have begun a study at how best to match  the various 
needs throughout the  Nation with the  resources that will be availa­
ble in years to come and the  mandates laid upon us by the Clean 
Water Act.

I realize that  we might have opened some new doors here to 
study with this testimony, but  AMSA would be most happy to 
answer any questions and furnish informat ion, and I might add 
that  we are compiling a dollar amount which Jim Young, our staff 
manager, has almost completed on projects that are ready to go to 
bid, that with the  freeze they canno t go.

Money is critical and we do realize your problem. If you jus t 
keep it  a t that level, we know th e $5 billion is out; we will not even 
be th at ridiculous to ask for th at  in these times.

[The st atem ent follows:]
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I am Charles B. Ka ise r, J r . ,  Chairman of the Le gis la tiv e Committee of the 
Assoc iat ion  of Me tro po lita n Sewerage Agencies. I also serve as Assistant. 
Executive D irect or  and General Counsel o f the Me tro po lita n St. Louis Sewer 
D is tr ic t.  I thank the subcommittee fo r th is  op po rtu ni ty  to appear in support  
o f funding fo r the Sect ion 201 wastewater treatment co ns tru ct ion grants program. 
The Associa tion o f Me tro po lita n Sewerage Agencies represents 77 agencies who 
prov ide wastewater trea tment fo r nearly 70 m il lio n  Americans li v in g  in  our 
na tio n's la rg est  me tro po lita n areas.

AMSA has long supported the na tiona l goals of  the Clean Water Act . We 
have tr ie d  over the years  to advise both the Congress and the Executive Branch 
on the most cost-e ffec tive  ways of achieving those goals , based on the exper­
ience of  our members who each day are responsib le fo r preserving the waters 
o f th e ir  areas. The success or fa il u re  o f the na tiona l program w il l take 
place,  not in  Washington or  in  sta te ad min is tra tio ns , but  at  the loc al le ve l,  
under the co nt ro l o f our members in  the na tio n' s major c it y  treatment plan ts .

I t  is  here , in  the natio n' s metr opoli tan areas, where the problem remains 
to  be confro nted. A prel im inary EPA survey  la s t fa ll  showed th at of  the 
$106 b il li o n  Category to ta l needs li s te d  in  the 1978 survey, the amount needed 
fo r ach ieving categ ories I and I I  is  $35.6 b il li o n .  The needs to achieve th is  
in  106 metro areas alone is  $21.9 b il li o n .  Th at 's nearl y two th irds o f the 
na tional need fo r  ach iev ing  ju s t secondary and more st ringent treatment 
req uired.

H is to r ic a ll y , the natio n' s Clean Water Program has favored areas oth er 
than the large metropo lita n communities.  With the growth in requirements  fo r 
grants under the act,  and the com plexity  o f des igning both fa c il it ie s  and 
in s ti tu ti o n a l e n ti ti e s  fo r  me tropo litan areas, the s itua tion  con tinues to th is  
day. Many c it ie s  w il l have larg e projec ts  coming out o f the planning  phase, 
ready fo r co ns tru ct ion,  in  the next year or two. The advent o f these major 
demands w il l in  some cases va st ly  exceed the sta te 's a llo ca tion fo r any given 
year.  In many othe r cases, i t  w il l put a huge s tr a in  on the resources of a 
s ta te 's  program fo r  several years runn ing.

AMSA has of fe red some so lu tio ns  to  th is  problem of lim ited  means and 
amb itious goa ls. F ir s t,  we favo r the crea tion o f a separate na tio na l review 
and funding tra ck  fo r major c it y  pr ojec ts . This is  pra ct ic a l from a technica l 
standpoin t, because these soph ist ica ted projec ts  w il l be tho rou gh ly reviewed 
by EPA regard less o f the depth of state reviews which can add l i t t l e  to the 
expe rtise  already brought to bear by the large  agency which develops the plans. 
Sta te wate r program personnel would be saved fo r reviews o f sm al ler projec ts  
where they could s ig n if ic a n tl y  co nt rib ute to the qua li ty  o f the p ro je c t.  From 
the sta ndpo int  o f funding  st ra te gy,  removing major pr ojec ts  from the sta te 's  
system would el im inate the major d is to rt io n  and s tr a in  which occurs  when a 
larg e metr opoli tan pro je ct  comes due fo r funding  at a leve l which would leave 
no funds a t a ll  fo r  othe r state projec ts  in  a given year.  Inste ad , the major 
projec ts  could be tracked  on a na tiona l basis , and th is  committee would have 
two accounts,  the  l i s t  o f major c it y  projec ts ready fo r co ns tru ct ion in  a year,  
plus the balance of the program to be funded through the sta tes fo r  smalle r 
c it ie s .

The more one stu die s the program, and the needs of the major areas,  the 
more one re al izes  the p ra c ti c a li ty  of  a separate tra ck  fo r these major pr ojec ts , 
to al low everyone invo lved , c it ie s ,  sta tes  and EPA, to  do a be tter job of  
ge tt ing pr ojec ts  st ar te d.
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This w il l take le g is la ti ve  change, however, and th is  committee, th is  
year , must ac t on funding  through the present  mechanisms o f the law.

Another idea advanced by AMSA is  th at  of the borrowing pool , which would allow 
sta tes  unable to  spend co ns tru ct ion gran t moneys to lend them to  other sta tes  
who can. This idea is now being pursued by some in div id ual sta tes  with EPA, 
and i t ,  too , may requ ire  some le g is la ti ve  change to the au thor izing  b i l l .

For two ye ars,  AMSA has urged the Environmental Protec tion Agency to 
coordin ate  it s  enforcement program with  the co ns tru ct ion grants  program, and 
the agency responded by announcing it s  mun icipa l enforcement str ate gy . Accord­
ing to th is  po lic y , enforcement agreements would be lin ke d to the a va ila b il it y  
o f cons tru ct ion gra nt  funds, so th at the lack  o f support  promised at the time 
o f the agreement, fo r whatever reason, would not plunge a mayor or a board of  
commissioners in to  cour t or  make them subjec t to fin es  and sentencing under 
the Act.

I have mentioned th is  problem because i t  po int s to a problem we fee l 
th is  subcommittee must address.  I f ,  through reduced ap prop ria tio ns , funds 
w il l not  be ava ila ble to enable us to  meet deadlines mandated by the Clean 
Water Ac t, are we to  be hauled in to  co ur t and chara cte rized  as re ca lc itr an ts?
EPA is  now launching a new se ries o f enforcement ac tio ns , wi th  a master l i s t  
o f the f i r s t  55 ta rgets now repo rte dly being sent to  reg ional o ff ices to be 
turned in to  what they  term " li t ig a t io n  packages". One EPA at torne y was quoted 
as saying he was disappointed at  on ly being able to move with  55 cases, and 
would li k e  to see th a t number up around 200.

We urge th is  committee to  consider the dilemma which reduced funding and 
constan t mandates presents  to  the loca l o f f ic ia l.  AMSA, with  gre at re luc tan ce , 
has begun doing ju s t th is . At our annual membership meeting in  Nashville la s t 
week, we adopted changes to  our po lic ie s which urge the Congress to  recons ider 
the mandates o f the Clean Water Act i f  funding is  not there to  meet the pledges 
o f the 1972 and 1977 au thor izat ions .

The a b il it y  o f th is  committee is  to prov ide or  wi thho ld funds fo r sp eci fic  
purposes, an a b il it y  exe rcised with  respec t to advanced waste trea tment projec ts 
over the la s t year . AMSA, whose members have been concerned about the huge 
cont inu ing  cost o f advanced trea tment pro je ct s,  feels th at the AWT reviews have 
on balance saved l i t t l e  i f  any money th at was not erased by the in fl a ti ona ry  
costs o f delay o f the projec ts  subjec t to review.  However, we feel  th at i t  
has been imp ortant to in s t i l l  a consciousness o f AWT costs in  the system, so 
th at fu tu re  pr ojec ts  w il l have been designed in the most cost-e ffective  manner 
from the beg inn ing . This  comm ittee 's ac tion may therefore save m ill io ns of  
do lla rs  in  ways th at w il l never appear on any balance sheet, because the 
improvements w il l be in te rn aliz ed in  pro je ct  design and review.

AMSA asks the committee to take a s im ila r approach to  1981 fi s ca l year  
funding o f the 201 program. We ask th at the committee conside r what, among 
the many mandates o f the Ac t, i t  wishes to cu t back on, i f  funding is  to  be 
reduced. We must recognize th at at cu rre nt  le ve ls  o f in fl a ti o n  and 201 fun ding,



the program w il l never be able to achieve it s  stated  objec tiv es . Many AMSA 
members can te s t if y  th at th e ir  own programs, based on the foreseeable share 
of  sta te dolla rs  at  presen t fund ing le ve ls , w il l never be completed. This 
leaves our mayors and commissioners faced w ith  untenable choices. .. c ripp l ing 
increases in loca l taxes or wate r and sewer charges, or  e ff o rt s  to reduce 
water qua lit y  standards fo r  th e ir  area which means abandoning clea« water 
goals , or  even loca l defiance o f EPA mandates, which w il l resound » t  only 
in the cou rts but  back to  the Congress.

This  committee can respond to our problem by ca re fu l exerc ise of  it s  powers. 
Funding can be directed  in variou s ways to those categories which promote stream 
q u a li ty , although the varie ty  o f loca l si tu a tions means that  actual best use 
o f av ai lable dolla rs  w il l d if fe r  g re a tly , from pla nt cons tru ct ion in one c it y  
to  combined sewer overf low  in ano ther, and in  some cases going ahead with  
advanced treatment pro ject s.  AMSA fe els th at these needs can best  be met by 
giving  f i r s t  p r io r it y  to projec ts  needed to meet enforceab le requirements of  
the Act as a cond itio n o f ap prop ria tions .

Als o, th is  committee can ac t to  bar enforcement actions aga inst  communities 
which have moved to solve th e ir  problems, but  who depend on Federal assistance 
to meet the requirements o f the Ac t, or  whose programs are delayed by lengthy 
EPA review ra ther  than th e ir  own lack o f e ff o r t .

AMSA is  es tabl ishing  it s  own task  force  to  produce a new design fo r the 
clean wate r program. I t  is  clear th at the easy broad-brush so lut ion s - delaying 
deadl ines, e lim inat ing categ ories o f fund ing,  and reduc ing the share of  Federal 
support  - only  guarantee th at water qua li ty  decis ions w il l be skewed toward 
a v a il a b il it y  o f funds ra ther  than ac tua l needs, and th at delayed pro jects w il l 
on ly be more expensive in  the long run. However, we are hopeful that  a new 
program designed to  re fl e c t and respond to  lo ca l p r io r it ie s  ra ther  than tech­
no logy-drive n standards fo r trea tment  may o ff e r  the means fo r ad just ing rea l 
needs with  loc al  and na tiona l resources.

We have te s ti fi e d  in the past before th is  committee on the e ffect s of 
uncerta in funding  on the program. The cu rren t freeze  on the oblig atio n o f 
1980 fi sca l year money is  having pre cise ly  the e ffects  we pre dic ted . Some 
pro je ct s,  ready to  move to  co ns tru ct ion th is  summer, w il l instead stay on the 
sh elf  a t EPA reg ional o ff ic es . The cost o f those projec ts  w il l continue to 
rise  by one to one and a h a lf  per cen t a month. S ta ff  at  the state and loca l 
lev el  w il l be reassigned to  othe r tasks.  F in a ll y , when the freeze  is  ended, 
there w il l be ad di tio na l delay fo r new review s o f the completed applic atio ns , by 
those who were not  inv olved in the o ri g in a l process. The e ffects  o f the free ze 
w il l be f e l t  fo r  a t le ast  a year throughou t the program; and i t  w il l have rea l 
impact on cos ts.

This year I th ink th at the clean water program is  at  the crossroads in  
terms of  na tiona l commitment to  it s  ob je ct ives.  The steady decline  in  funding 
has sent it s  own message to sta tes and lo c a li t ie s ,  th at when th e ir  e ff o rt s  
come due fo r fun din g, the money w il l no t be there .

I am here today to  urge th at th is  subcommittee demonstrate the continu ing  
commitment of the Congress toward the goals o f the Ac t. F ir s t,  I and the members 
of AMSA ask th at ap prop ria tions  not be fu rt he r reduced so as to  widen the gap 
between what we are ordered to do and the resources we have to  do i t  w ith .
Second, I th ink th is  committee must send a new message to sta tes  and lo c a li ti e s  - 
th at the declin e of th is  program is  to be reversed, and th at  Congress is  committed
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to  prov ide the  res ources i t  assumed wou ld be th er e when the  mandates o f the 
law were adopted. Imagine the  shape o f the  communi ty development program, 
fo r  example, i f  mayors and oth er lo ca l o f f ic ia ls  could  be sued fo r  fa il u re  to  
prov ide adequa te communi ty developmen t.

The Preside nt  has req uested $3.7 b i l l io n  fo r  the  const ru ct io n gran ts 
program fo r  the  1981 f is c a l ye ar . A ppro pria ting th is  amount w i l l  not brin g 
the  program up to  the  le ve l needed to  meet fu tu re  demands o f the  en forcea ble  
req uirem ents o f the  Clean Water Act . However, fund ing a t th is  le ve l would 
con s ti tu te  a re ve rs al  o f the de cl in e o f the  pa st  few ye ars , and prov ide  some 
beacon to  us a t the  lo ca l le ve l th a t the program is  no t headed down to  zero.

Th er ef or e,  AMSA urges the  committee no t to  reduce the fund ing fo r  fi s c a l 
1981 below the  o r ig in a l A dm in is tra tion re qu es t,  and to  begin  the  st ud y,  as we 
are  do ing,  o f how be st  to  match the  va rio us  needs th roug ho ut  the  na tio n w ith 
the  resources th a t w i l l  be ava ila b le  in  years to  come and the  mandates la id  
upon us by the  Clean Water Act .

I re a li ze  I have opened up a gr eat many sub ject s in  th is  b r ie f  test im on y,  
bu t I would be happy to  respond to  any qu es tio ns  you migh t have.
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Mr. Traxler. We apprec iate your testimony on beha lf of the 
Association, and we will do all possible to comply with your re­
quest.

Mr. Linton. We will provide you I hope in the next week with a 
copy of our survey of our members which they would be able to 
obligate in fiscal 1980 and 1981 so th at you can see w hat that  total 
would be, if there  weren’t any freeze or funding problem.

Mr. Traxler. Thank you.

Environmental Protection Agency

WITNESS

DR. WILLIAM R. HUNT, COMMISSIONER, COUNTY OF ALLEGHENY,
PENNSYLVANIA

Mr. Traxler. Dr. William Hunt, Commissioner for Allegheny 
County.

We have asked the witnesses to observe the ten minu te rule. You 
may proceed.

Dr. Hunt. We will cer tainly  l imit ourselves to that.
Thank you very much for the  opportun ity to testify .
I am William R. Hunt, serving my third term as a Commissioner 

of Allegheny County, Pennsylvania. Before being elected Commis­
sioner, I was Coroner of Allegheny County.

I have been a physician for 41 years  and a life-long resident of 
Allegheny County. In the  th ree  years just  prior to my cu rrent term 
of office, I was engaged as a  consu ltant  in environmental medicine.

There is a dual purpose in my appearance  before your honorable  
body. As a  physician, I am concerned over the air  quali ty in Alle­
gheny County as it affects the citizens’ health. As an elected county 
official and a resident of the  county, I am also vitaly interested in 
the impact of the Environmental Protec tion Agency’s regulat ions 
on our industry, especially steel production, the  kingpin in the 
structure of our economy.

I recently  heard 42 hours of test imony on the  regula tions which 
were proposed by the Allegheny County Air Pollution Control 
Bureau designed to b ring our community  into compliance with the 
1977 amendments  to the Clean Air Act.

Basic to compliance with these regulat ions is the  stipu lation  by 
EPA tha t, before a new manufacturing  facility can be buil t in our 
community, the amount of pollut ion produced by that  new facility 
must be removed from a present facility.

Allegheny County faces this regula tion afte r 15 years  of s trenu­
ous efforts on the par t of indus try to clean up the air. Allegheny 
County monitors today repor t that  we are in complete compliance, 
with the exception of a few marginal areas. If we canno t clean up 
any fur ther by known technology, we can have no new industry .

Allegheny County’s air  pollution problems are  unique because of 
topgraphy and the  location of our mills and factories. I believe that 
these factors can be overcome by reasonable EPA regulat ions 
which will protect  not only the  h ealth of our c itizens but the  varied 
industries and commercial operations represent ing the  basis of our 
economic well-being.
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Consider for a  moment what  it means to be faced with carrying 

out a State Implementation Plan. This is a massive document 
whose full significance is comprehensible to perhaps but a handful 
of highly trained specialists.

The concept of a control stra tegy at the  county level is supposed­
ly to permit flexibility in design. Yet none of the crite ria can be 
less stringent than those promulgated by EPA, and passed on by 
the State of Pennsylvania.

Those of us in decision-making positions live with the gnawing 
question of whe ther we are indeed protect ing the community from 
a demonstrable and imminent hea lth thr eat , or providing for the 
attr ition of industry and the loss of the very elemen ts which allow 
our community to survive.

Testimony presented at the public hearings which we conducted 
gave convincing evidence that there would be not one identifiable 
heal th benefit to the lives and citizens of Allegheny County if we 
complied to the letter of the proposed SIP Agreement. But comply­
ing with that is going to cost us $600 million today.

So I am here today repre senting the Board of Commissioners of 
Allegheny County, Pennsylvania. As a board elected to serve the 
needs of over 1.6 million people, we are charged with guiding the 
enhancement of the human environment within Allegheny County.

Numerous Federal  programs are  directed towards specific as­
pects of that environment. In order  to meet the requi rements of 
these programs, the  Board of Commissioners must  allocate local 
resources such as time, effort, and tax  moneys.

With a desire to grow in population  and faced with  the necessity 
to respond to growing community needs with the ir every-increasing 
costs, the only sources of funds must  come from either increased 
Federal  g rant s or through  an expanded local tax  base.

The cur ren t budget mood of Congress and the Administration 
has been towards reduced Federal budgets and reduced Federal 
funding. As a result, the burden of meeting increasing local costs of 
compliance for federally-mandated environmental programs rests  
almost solely upon the shoulders of the  local tax base. And it is 
already s tretched to the limit.

The overriding control at present upon what  we, as local govern­
ment officials, can do in guiding the  enhancem ent of the human 
environment is placed in the  hands of th e United  States  Environ­
menta l Protect ion Agency. This  determ ination is defined in part by 
provisions in the  law, in par t by regulations, in part by policy and 
in p art  by a rbi trary authority.

As an example, Allegheny County presently is unable  to issue 
construction permits amounting to more than $500 million worth 
of steel  indus try improvements, because the county does not have 
an approved implementation plan for meeting national ambient air 
quality  standards.

Yet we are genera lly in compliance with the regulations, with 
the exception of applying information from certa in models, which 
are still to be designed, to verify our own monitor ing system that 
indicates we are  in basic compliance.

We have recent ly completed a series of public hearings on a 
proposed implem entation plan that  conforms with the EPA’s de­
sires. The testimony we received has been most informative and
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revealing to us. I would like to submit a very small portion of that 
testimony for the  Committee files.

Included are statements by Dr. Har ry B. Demopoulos, Associate 
Professor of Pathology at New York University Medical Center 
who testified: “If air pollution did not cause any rise in your lung 
cancer rates under ‘worst case’ conditions as they existed in the 
1940’s and 1950’s, then I’m not sure I understand the present day 
concerns when your air  is far cleaner.”

Dr. A. E. Bennett, Professor of Clinical Epidemiology at St. 
George’s Hospital Medical School in London, England added: “Ex­
perience has shown tha t in effecting social policies, the harm  of the 
unintended consequence may outweigh the benefit of wha t was 
desired.” I am afraid  that is w hat is happening with these regula ­
tions.

I am also submitting  some published materia l related to the 
statements of these two distinguished scientists; and, to demon­
strate  the diversity of those who were interested  in our public 
hearings , I have included a list of those who testified and the ir 
affiliations.

Among the facts discerned at these  State Implementa tion Plan  
Hearings were these:

The basic purpose of the  Clean Air Act is to protec t and enhance 
the quality  of the  Nation’s air resources, so as to promote the 
public he alth  and welfare and the productive capacity of its popula­
tion.

The measures of protection of healt h are the  standards adopted 
by EPA. Tha t portion of testimony from our local hearings, which I 
am submi tting for the record here, will show t ha t strong uncontest­
ed testimony raised questions as to the  scientific basis of those 
standards.

Therein lies the  problem. We are  forced to enforce ambient air 
standards, and when we look to the  medical background,  it is not 
ther e and yet EPA admits it, and we are  forced to spend an 
additional $6 million United  States Steel, for health beneifts that 
they have not defined yet.

There is not only an economic burden but also a physiological 
burden  when people in our communi ty thin k that  their health is in 
jeopardy, when in fact it is not.

Restrictions upon placement of existing facilities are excessively 
prohibitive. Such replacement  facilities, which would be more effi­
cient, more productive and clearner, cannot be instal led without 
providing for the  closure of other plants. This aspect of the pro­
posed plan would place severe limita tions upon local jobs, construc­
tion and taxes.

Allegheny County would be severely penalized by adopting regu­
lations presumably designed to protec t public heal th, when other 
sections of the Nation can be protected with much less strin gen t 
limits. Yet a purpose of the  Clean Air Act was to tre at all areas 
uniformly. A substantial  amount of test imony was offered to us by 
priva te citizens of Allegheny County, who contend that  they have 
observed remarkable success in the  clean-up of gross pollution.

Now they ask us to balance fur the r improvements with jobs. But 
what  good is a stri cter enforcement of laws and regula tions that 
produces no health benefits but yet resul ts in the loss of thousands
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of jobs? We find tha t we are  simply not in a position to make local 
decisions about growth and standards.

Our purpose in offering th is testimony to you is to let you know 
tha t we share your concerns about balanc ing the  needs of people. It 
is within the Appropria tions Committee and this subcommittee  
where all Federal programs come toge ther  to stand  the tes t of 
scrutiny. It is here tha t the balance is struck.

I believe that the American philosophy which has applied so well 
to the  legal system, tha t we are innocent unti l proven guilty, can 
also be applied to the indu stria l community. Under the present 
policies of EPA, indus try seems to be guilty of causing all sorts of 
imagined disease and disorders, and indus try has been asked to 
prove its innocence.

I th ink it ’s time to reverse that  procedure somewhat, and charge 
government with the responsibi lity of proving tha t the ambient air 
over our cities is detr imental  to the hea lth of the people living in 
those communities.

In the Pittsburgh area, we w ant to grow. But we cannot do th at 
when the capita l expenditures which were intended to improve our 
steel-making capabilities, and for United States Steel alone, this is 
$600 million over the next several years, must instead  be spent for 
EPA compliances.

This is especially difficult to accept when those dictates are 
producing only higher prices in the  cost of steel, and increas ing the 
competitive differential between foreign steel producers and those 
of our own Nation.

We would like your advice on how we can work with you to 
develop a more responsive program and get the Federa l agency 
coordination that  is needed.

I respectfully  thank you for the  opportunity  to present these 
views.

Gentlemen, I stand ready to answer  any questions relative to the 
testimony.

Mr. Traxler. We want to tha nk you for your testimony before 
the committee, and we fully understand the problem that  you have 
described to us, and it is a t errible one.

Dr. Hunt. United  States  Steel wants  permi ts to build $600 mil­
lion of additional facilities which will modernize and reduce the 
cost of s teel so that  we may become competitive, yet EPA has said 
one plan t must  throw out a desulphuriza tion plan t that  is now 
taking out 93 V2 percen t of the  sulphur, we have to throw that  out 
and adopt the LEUR technology, the  latest technique t ha t will take 
out 97 percent.

Yet EPA itself  cannot define the  increase in heal th benefits tha t 
we are going to get by throwing out a $100 million facility and 
putting in another  one. We cannot get a permit  for a new facility 
because EPA does not yet accept our concept of a bubble concept.

The trade-off policies th at are  writ ten in the law a re interpre ted 
differently by the Department itself. The fact that  we canno t grow 
as a community because we are basically a steel indust ry, and 
anyth ing we put in there is going to produce some air  pollution, 
the law says you c annot get a permit to build a new facility unless 
you clean up wha t you already have to the extent that  the new 
facility will contaminate the air, and yet we can show you right
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now that  ther e is no danger of brea thing the  air  in Allegheny 
County from cancer or any  o ther diseases of tha t kind.

It j ust  seems that  we a re stymied. There is no reason to explain  
it other than the fact that United State s Steel is going to move to 
Erie.

Mr. Traxler. Erie?
Dr. H unt. Well, they are talking about a new plan t in Erie, and 

we have coal. We have the man and we have the industry and we 
are losing hundreds of jobs, thousands of jobs.

We are going to lose 2,000 jobs in the  next two years complying 
with EPA regula tions on water  alone, which we are  concern right 
now wi th air  pollution, but the law says that we have to take  the 
wate r ou t of the Monongahela River, which is pretty  filthy.

We have  to return  it in a condition that  you can drink afte r we 
take  it out for a  s teel industry . We have to return  it in a condition 
you can drink it. We closed down two furnaces that could be 
runn ing righ t now, 400 jobs lost, and we have about 2,000 jobs like 
that that are going to be lost in the next two years, because it does 
not pay to put in expensive w ater purifica tion systems on these old 
furnaces, and yet we are predicting United States Steel tells us in 
1983 they will be to full capacity and we cannot use those funds 
and we don’t have time to build those facilities.

Mr. Coughlin. I certa inly commend your testimony.  This is one 
of the things  that has bothered the  subcommittee. For a number of 
years we have talked about the  question of inadequate research 
and study of standards before they implement standards.

The tendency of EPA is to implement the standard  first  and do 
the research afterward. Tha t is in my judgment a ridiculous way to 
go, and so that any information that  you have, that  goes to the 
scientific basis of the standards is very important,  and I would 
certa inly want to make sure that  that  is availab le to me on the 
subcommittee.

Dr. Hunt. We have physicians coming from England. We got 
into the acid rain business.

The main thr us t of the scientific investigation is th at  the present 
air over any city in the United  States to brea the is absolutely safe. 
There is no danger of cancer. Scientific evidence proves now tha t 
ther e is less than 2 percent of the  cancers in the  United States are 
caused by the  a ir we breathe.

What you are doing right there is the worst thing in the  world. 
Thir ty percen t of the people who drink excessively and smoke a 
pack of cigare ttes a day will die of cancer alone. Tha t is Dr. 
Demopoulos’ testimony, which is accumulative testimony of about 
40 of the best cancer research men in the country that  met in New 
York City.

Mr. Traxler. What does drinkin g have to do with cancer of the lung?
Dr. Hunt. I don’t know; if you chase down the cancers you will 

find ther e is another  20 percent added to that for those of us who 
overeat. These are the real causes of cancer. It is not the  air 
pollution or the water  we drink.

We ceased to worry about water the day we sta rted  to chlorinate  
and yet we are closing industry down rea lly to grow fish.

6 3 -2 77  0 - 8 0 - 2 0
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Mr. Coughlin. You mentioned that  the  EPA would not accept 
your proposals on a bubble concept in term s of, well, how is your 
proposal different from what EPA will accept?

Dr. Hunt. I have yet to understand why they don’t accept it, but 
simply to say we have submitted it and United States  Steel has and 
they will not approve it as part of an agreement.  The concept t ha t 
we have is this:

Under  the bubble concept we have some facilities where there 
are two emission standards that  are  not passable righ t now a t the 
plant. There come certain times where demands for certa in kinds 
of steel tha t we could shut down facilities that  are producing 
contamination emission so th at  we can reduce the  amount of emis­
sion contaminan ts that  this facility normally puts out, so tha t the 
total bubble under ther e is not producing any more contam ination 
than it is today.

They will not permit us to do tha t. We want to shut down two 
extensive facilities over here so that  this  one facility, if operated  
today, has an emission standard  that  is not acceptable. As to the 
bubble concept, we would not be producing any more contamina­
tion than we are today, but  they will not permit us to do tha t.

United States  Steel is putt ing in $300 million to put in a new 
coke oven, and we have to consider that  as a new facility, and we 
are not allowed to use tha t as a  t rade-off even though we are going 
to turn over and completely eliminate  two basic coke furnaces 
right  now tha t we have.

Those are the problems that  we are having in trying to get our 
steel indus try back.

Mr. Coughlin. Has EPA given you any reason why they rejected 
that?

Dr. Hunt. It is a matter  of determination . The inte rprete r from 
Philade lphia, they get it from Washington, and we are desperate . 
We have lost population, industry and almost 15 percent of our 
basic indus try in the last five years, and it is simply because we 
can’t get a permit  to build.

It is a very serious consequence to it, to a community like theirs . 
It’s the ninth largest community in the United States.

Mr. Traxler. What is the unemployment figure in Pittsburgh?
Dr. Hunt. Six and one half percent .
Mr. Traxler. My recollection is that  the Commerce Committee 

next year will begin reauthorization  of the  Clean Air Act. I t would 
be my hope that  in the event that  many of the issues tha t you have 
talked  to us about by t ha t time, if not resolved by that time, that 
you would, and persons from your State would make your views 
known to the Commerce Committee.

Dr. Hunt. I would like to.
Mr. Traxler. I think the Clean Air Act expires in 1982 with the 

Reauthorization Act in 1981. They will be working on it next year.
Dr. Hunt. We have to live up to the  basic information tha t 

medically we have as back-up. The software standard  is unduly 
restrictive. The ambient air standard  is 0.03. Why would you think 
the environmental standards under  which you can work for eight 
hours a day should be 22 times as lenient, and it is.

You can work for a  whole year under an environment that is 22 
times as s trong as the ambient a ir standards.  I don’t unde rstand it,
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and yet there is nothing, not one medical artic le in the lite rature  
that  te lls us tha t s ulph ur causes cancer, not one.

Mr. Traxler. This committee can’t change the substantive law. 
We can appropria te or not appropriate. We are  very sensitive to 
not intruding  upon the prerogatives  of th e Legislative Committee, 
and I would encourage you.

You are an excellent witness and you make some very fine 
points, and I would really encourage you to communicate with your 
two State Senators.

I know L arry is very sensitive to the matters you brought  to our 
atten tion, your own Congressman, and especially before the Com­
merce Committee next year  when they begin the ir review of the 
cur ren t Act.

Dr. Hunt. Thank you very much.

Environmental Protection Agency

WITNESS

JERRY ENGLISH, COMMISSIONER, NEW JERSEY DEPARTMENT OF EN­
VIRONMENTAL PROTECTION 

PAUL ARBESMAN, ASSISTANT COMMISSIONER

Mr. Traxler. Our next witness is Commissioner English from 
the State of New Jersey.  Ms. Engl ish, you may proceed.

Ms. English. Good afternoon; I am Jer ry English, and with me is 
Paul Arbesman, Assistant Commissioner.

With your permission, I will paraphase my sta tement.
I would like to make available  for the Committee files something 

that may be unusual before such a committee, however, and that  is 
a collection of graphs of what is an area  that  is now certa inly 
famous to us and, hopefully, will be famous to the  rest of the  world 
as an  example that we do not want to be replicated.

Tha t is Chemical Control. I will shar e with you and leave with 
the committee a collection of before and afte r photos, if you will, 
that you can look a t at your leisure.

I want to thank you for the oppor tunity  to appear before your 
committee today, and I am here in support of my Federal partner,  
the Environmental Protection  Agency.

I would like to s tate  to the committee-----
Mr. Traxler. I am sure they will be pleased to hea r that .
This has been a  tough day for them.
Ms. English. I sense that.
Again, I will not burden the committee  with a restatem ent  of my 

position which is far more technical , but to talk  in fact about the 
Federal  partnership  tha t I believe that we share at the  State level 
with the Environmental Protection Agency in the resolution  of 
mat ters  environmental.

We are  faced at the State  level with  many, many tasks  tha t I am 
certa in you are constantly being complained to about which are 
Federal mandates of mat ters  to clean up, decontaminate and to 
change.

In New Jersey , along with my fellow commissioners from other  
States, we do not move from tha t responsibility. We accept it, but
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we ask tha t the Federal partners hip be one in tru th  as opposed to 
jus t responsibility.

As a practical matt er, I note that  this committee should know 
tha t we do in fact believe we have a partnership  at the  Federal 
level, and  tha t within one-half an hour of tha t, the Environmental 
Protection Agency was not only on the  ground at the scene but in 
the air taking the air samples.

The Federal lab then  began to do the  testing to ensure tha t 
workers could go on that site. They also assisted us with water 
samples and technical assistance and something that  the commit­
tee should certainly sta rt to know about, and that  is the  Blue 
Magoo.

I want to ensure that at the same time that  I may on issue-to- 
issue rail against my Federa l par tnership for minor defalcations 
from time to time, and we have been known to disagree. At the 
same time, I believe such an agency is essential to this country.

I believe tha t ther e will always be issues when we a re changing 
for the future standards that  are going to cause dislocations, tha t 
are going to cause shareholders  to be upset and taxpayers to be 
upset, because we are  in fact changing th e rules.

We have determined that  as a Nation, it is bett er not to poison 
the land or poison th e air  and, as our Governor has said, that  we 
would like to brea the the air and not be able to see it.

Those stan dards , I submit, are not as easy as they say, and I am 
in daily batt le on those issues, again responsibil ity that we do not 
move from, but we ask that  Congress in passing those bills also try  
to assure  that  the ir federal agency has the  capability  of being able 
to respond with resources, gra nt moneys to follow up the bills.

I will read from my testimony, because I do believe t ha t this par t 
is particu larly  important for the committee.

Clearly, the most serious environmen tal and public health issue 
facing us today is hazardous waste disposal. Over the  past few 
years, the magnitude and complexity of this problem has been 
recognized through out the Nation.

I believe that the problem of hazardous substances will remain 
the most critical environmental issue that we must deal with 
throughout the 1980’s.

Moving from the text, I admit  to this committee I did review the 
EPA’s assessment of those waste disposal sites and problems tha t 
are in each of your distric ts so that  I do not speak to you of 
something that is vague and unre lated  only to a certain geographic 
area. In fact, it is an inte rnat iona l problem as well now.

We must  address the legacies of past improper and illegal dispos­
al practices, legacies which are all too evident at Love Canal in 
New York, the Chemical Control site, which I have shown pictures 
of, in New Jersey,  and too many others to mention.

What is the assessment, between 20,000 to 30,000 sites exist? 
There are 233 tha t we know about in the State of New Jersey, and 
we must establish the groundwork for future hazardous  waste man­
agement practices  which will not endanger our environmental re­
sources and the health of the citizens of the Nation.

In New Jersey , we are moving forward on both these fronts. In 
the hazardous waste cleanup  area , New Jersey has taken a major 
step with the estab lishment of our State Spill Compensation and
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Control Act and recen t amendments to the  Act which enable us to 
use moneys from our oil spill and hazardous substances cleanup 
fund to clean up abandoned dump sites.

In New Jersey we have not waited for a Federa l response, and 
New Jersey passed the Oil Spill and Hazardous Waste Cleanup Act 
in 1977. The amendments  provide $3 million per year  for aban ­
doned dumpsite  cleanup; no more tha n $1.5 million per site. Our 
experience to date with abandoned sites and the fact that more and 
more such sites are being discovered, and that  site of chemical 
control, for all purposes, was abandoned in the  trus teeship of the 
court, shows that the costs of cleanup will clearly be much too high 
for the  S tates to bear alone.

Most other States  do not have equivalents to our cleanup fund. 
At the chemical control site in New Jersey , for example, cleanup 
had been estimated to cost up to $10 million.

As many of you are aware, two weeks ago a raging fire of 
potentially catast rophic  consequences to the most heavily and 
densely populated area  of the Northeas t took place. Had we not 
had the resources from the State  fund to remove over 500 pounds 
of explosives, cannisters  of poisonous gases and close to 10,000 
drums of materials, this event could have been catastrophic.

We were lucky it was not. The cost for c leanup afte r the fire, as 
well as the cost of claims filed for damages due to the fire, cannot 
even be estimated at this time. Before it was a landslide problem, 
but this is physically located on a peninsula next to a navigable 
water.

The Coast Guard is ther e now, therefore, we have also got a 
water s ite c leanup which has triggered the  f irst Federa l money, the  
oil spill conservation fund, Section 311, so tha t I now have at last 
the beginning of a partnership .

Legislation for a Federa l superfund , a concept we strongly  sup­
port, has been pending in the Congress for some time now, and 
$250 million has been requested in EPA’s budget for funding such 
legislation if i t is passed. We strong ly support this request. But let 
us assume for the purposes of our discussion that  we m ust look to 
other programs and that it does not pass, because that  may be 
what this committee will be in fact looking at.

We must look to other programs for assistance in the cleanup 
and conta inment of hazardous  waste emergencies. Therefore, it is 
essentia l that with or without Federa l superfund legislation in 
fiscal year  1981, we have the resources necessary to address this 
serious problem.

If superfund funding is deferred, we recommend that  existing 
programs, such as those authorized under Sections 311 and 504 of 
the Clean Water  Act, be fully funded. These programs will provide 
some emergency funding to States.

Tha t is the reason that I have been concentra ting on something 
that  I actua lly experienced myself. I was there , saw the Feds in 
action, and they continue to be of assistance. It is also my under­
standing that  there is but $3 million left to the Nation  in that 
Section 311 fund.

To cite the periously low level of funds now available, the  Section 
311 fund was opened by the  Federa l Government for us afte r the 
fire at Chemical Control, and again we discovered it had about $3



308

million left for the Nation. We can no longer afford to wait until  a 
superfund is enacted; the problems of hazardous  waste sites is 
immediate and critical, and certainly  not limited to jurisdiction.

Looking toward the future of hazardous waste management , it is 
clear tha t the Federal Government must make a substantia l com­
mitment to the establishment of strong State  programs to regula te 
the generat ion, transpor tation, and disposal of hazardous  wastes.

The Resource Conservation and Recovery Act of 1976 encourages  
States  to undertake  a leading role in hazardous waste manage­
ment, but unless maximum funding  is provided under Subtit le C, 
all such attempts will fall far sho rt of providing adequate safe­
guards in th e form of State regulatory  programs.

While New Jersey  has launched an aggressive hazardous waste 
control effort, State programs at present are woefully understaffed 
in all necessary areas  to mount  an effective response to th e nation­
al mandate . In the short term, as the chief operating  officer of such 
an under taking , I am diver ting staff to other programs, because 
while these pictures that  you see are  going on, that  does not stop 
the 1,600 spills per year that  we experience  in our State that we 
also respond to.

Federal funds, made available  to States  by gran ts from EPA, 
must be provided to upgrade staffing and equipment.

I repeat,  this is not a task  of the  B Team. You have to have 
professional people doing this. It is not the sort of thing  you hire 
someone who is competent  to run  a bulldozer. You have to have 
testing, skilled specialists to be able to go into one of these sites.

We believe that the increase  in the  EPA budget to provide these 
resources should be supported , but  feel the sum is still grossly 
inadequate and that, of course, is my point of being here.

It should be doubled again to give States the necessary resources 
at a time when all the Federa l regula tions are being promulgated 
because I unders tand this happened within this week, and you will 
recall ironically enough we were scheduled to be announced at the 
Chemical Control site prior to its mulling up, because you couldn’t 
even get people on the site without having to wear protective 
equipment, moon suits, et cetera.

Wiser heads prevailed for a littl e less demonstrative evidence.
I have more testimony on solid waste which is very impor tant. 

Again I do not believe I should take  this committee’s time to read 
that testimony.

I feel it is important for us to bring  the most dramatic and, as 
the  New York Times has said, not one of its kind but surely one of 
the worst k inds of examples to you.

Tha t cleanup is sti ll going on and will continue to go on. I have 
meanwhile 18 sites in the State that  we are actively working on. I 
need a Federa l partn er, however, to ensure not jus t in the locations 
in New Jersey but throughou t this  Nation, tha t ther e be the re­
sources, that  ther e be the technical expertise that is required for 
this very, very serious health hazard  plant.

Thank you for let ting me be with you.
I will be glad to answer any questions the committee may have.
[The stat eme nt follows:]
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TESTIMONY OF
C M S S I C f O  JER RY FIT ZG ER ALD ENGLISH 

N .J .  DEPARTMENT OF ENVIRONMENTAL PROTECTION
BEFORE THE

HOUSE HUD -  INDEPE NDE NT AG ENCIE S APPROPRIA TIO NS SUBCOMMITTEE 
KAY  7 ,  1980

Chairma n Bola nd , members of the  Subco mm itt ee , I  am 
PL EA SE D TO BE HERE TODAY AND TO HAVE TKg OP PO RT UN ITY  TO 
pr esent New J ersey ' s view s on the  FY 1981  budget of the  U .S . 
en viro nm en ta l Prote ct ion Agency (E P A ).  my name is  J erry 
rI T Z G E R A L D  E N G L IS H , AND I AM THE CO MM ISS ION ER OF THE NEW 
J ersey Department of Env iron men ta l Pro tection (D E P ).

I H IS  YEAR, 1980, MAR KS THE END OF THE DECADE IN  WHICH  
WE L A ID  THE FO UN DA TIO N FOR PR OT EC TING  AND ENHANCING  THE 
Q U A LIT Y  OF  L IF E  AND TH E HE ALTH  OF THE C IT IZ E N S  OF THE NATIO N. 
J HE .1950 S AND 19/0 S MARKED THE PASSAGE BY CONGRESS AND THE 
ST ATE S OF LANDMARK EN VIR ON ME NT AL LE G IS LA T IO N  AND GAVE US THE 
TOOLS TO PROTECT CUR IRRE PL ACE AB LE  EN VIR ON MENTAL RESOURC ES.

V?HAT HAVE WE BEEN DO ING OVER THE DECADE OF THE 7G ’ s  
W IT H THE FUNDS A V A IL A B LE  TO US ? WE HAVE SEEN PROGRAMS GROW 
TO AT TA CK  THE IMMENSE PO LL UTION PROBLEMS WE FA CE. IN  NEW 
J er se y, over S9Z of our indu st ry  is  me et ing our tough sulfur  
O XID E AND PARTIC ULA TE STANDARDS AND AS A RESULT OUR A IR  IS  
HE AL TH Y TO BREATHE A G A IN . HE TE ST  OVER 3  M IL L IO N  AUTOS  A 
YEAR  FOR EXHAUST EM IS SIO N S; WE HAVE $1.5 B IL L IO N  OF NEEDED 
SEWERAGE PL AN TS  UNDER CO NS TR UC TION ; HE HAVE OPENED NEW 
S H E LLF IS H  RESOURCES AS A RE SULT OF THESE PROGRAMS. OUR 
HATER AND  A IR  ARE IM PROVIN G, AND IT  HAS BEEN A PA RT NE RS HIP 
BETWEEN THE CONGRESS, EPA AND THE STAT ES THAT HAS MADE T H IS  
P O SSIB LE .

I n the decade  ah ead, WE are FACED WITH ever- changing 
PU BLIC  VA LU ES AS A RESULT OF IN F L A T IO N , ENERGY SHORTAGES,
AND UNE MPLOYMENT. CUT THE PU BLIC  S VALUE  ON THE ENVIR ONMENT 
HAS ONLY BECOME MORE BEAR, OUR PO LLS IN  HEW JE RS EY  SHOW 
TH AT, AS DO THE VOTES ON CUR EN VIR ON ME NTAL BOND IS SU ES. At 
THE SAME T IM E , NEWLY DISCOVERED AND IN CRE AS IN GLY  COMPLEX 
EN VIRO NM EN TA L IS SUES, SUCH AS HAZARDOUS WASTE AND TO XIC 
SU BS TA NC ES . BR IN G PRESSURE FOR EXPANDED RE GU LATIO N AND 
ENFOR CEMENT. NOT TOO MANY PEO PLE HAD EVER HEARD OF "GROUNDWATER* 
U N T IL  A YEAR OR TWO AGO, ROW IT  IS  A COMMONPLACE CONCERN, 
ESPEC IA LLY WHEN YOU DRIN K I T ,  AND THE Q UALIT Y OF GROUNDWATER 
W IL L  BE HIG H ON THE P U B L IC 'S  AGENDA FOR YEARS TO COME, MORE
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THAN EVER# HE NEED THE SUPPORT AND  COMMITMENT OF THE CONGRESS 
FOR THE CO NT INUE D PROGRESS OF E X IS T IN G  EN VIR ON MENTAL PROGRAMS 
AS HELL  AS  WORK ON MAJOR NEW EN VIRO NM EN TA L ISSUES SUCH AS 
TO XIC S AND  GROUNDWATER.

Cle ar ly , the most serious environmental and public 
HEALTH IS SUE FA CIN G US TODAY IS  HAZARDOUS WASTE DIS POSAL.  
Over the past  few years, the magnitude and complexity of 
T H IS  PROBLEM HAS BEEN RE CO GN IZE D THROUGHOUT THE NATIO N. I 
B E LIE V E  TH AT THE PROBLEM OF HAZARD OUS SUBSTANC ES K IL L  REMAIN 
THE MOST C R IT IC A ’ EN VIRO NM EN TA L IS SUE TH AT WE MUST DEAL K IT H  
THROUGHOUT TH E 1 9 8 3  S . ME MUST ADDRESS THE LE GACIE S OF PAST 
IMPROPER AND IL LE G A L DIS POSAL PR ACTIC ES; LE GACIE S WHICH ARE 
A L L  TOO EVID ENT AT LOVE CANAL IN  HEW YORK, THE CH EM ICAL  
Control sit e  in  Jersey ano too : u ;;y others to mention. 
And we must es ta bl ish the groundwork for future hazardous 
WASTE MANAGEMENT PRAC TICES  WHICH  W IL L  NOT ENDANGER CUR 
EN VIRO NM EN TA L RESOURCES AND THE HEA LT H OF THE C IT IZ E N S  OF 
T H IS  NATIO N.

I n New J ersey, we are moving forward on both these 
fronts. I n the  hazardous waste cleanup area, hE w Jersey has 
TAKEN A MAJOR ST EP  W ITH THE ES TA BLISHM ENT O r OUR STATE S ? IL L  
Compensation and Control Act and recent  amendments to the 
Act which enable us to use monies frc.i cur o il  s p il l  and 
HAZARDOUS SU £STA NC ES CLEANUP FUND TO CLEAN UP ABANDONED 
DUMPSIT ES. i i iE  AMENDMENTS PR OV IDE 5 5  M IL L IO N  PER YEAR FOR 
ABANDO NED  DUMPSITE CLE AN UP ; KO HOSE THAN 5 1 .5  M IL L IO N  PER 
S IT E . UUS EX PE RIENCE TO DATE W IT H ABANDONED S IT E S  AND THE 
FACT TH AT  HOME AND HOME SUCK S IT E S  ARE BE ING DISCO VE RE D,
SHOWS TH AT  THE COSTS OF CLEANUP W IL L  CLEARLY BE MUCK TOO 
HIG H FOR THE ST AT ES  TO BEAR AL ONE. P.?O MOST OTHER STATES DO 
LOT KAYE EQ UIV ALE NTS  TO CUR CLE ANUP FU ND . AT  TH E CH EM ICA L 
Control sit e  in  hew Jersey, for example, cleanup had been 
ES TIMATE D TO COTT UP TO 5 1 0  M IL L IO N . /'.S MANY OF YOU ARE 
AWARE, TWO WEEKS AGO A RA GING  F IR E  SWEPT THROUGH THE S IT E .
Had wf mot had the resources to remove over 500 pounds of
FXPI O S IV ’E S , CA NN I STEPS OF POISO NOUS GASES AND CLOSE TO
1 0 , VGO DRUMS OF M ATER IA LS, T H IS  EV EN T COULD HAVE BEEN CA TA ST RO PH IC.
HE WERE LU CK Y IT  WAS NO T. IH E COST FOR CLEANUP AFTE R THE
F IR E , AS WELL AS THE COST OF CLA IM S F IL E D  FOR DAMAGES DUE TO
TH E F IR S , CANNOT EVEN 3E  ES TIMATE D AT  T H IS  T IM E .

Leg is la tion for a federal Superfujo, a concept we 
STRONGLY SU PP OR T, HAS BEEN PE ND ING In  THE CONGRESS FOR SOME 
TIM E HOW, AND $2 5-0 M IL L IO N  HAS BEEN REQUESTED 1« ERA S 
BUD GET FOR FU NDING  SUCH LE G IS LA T IO N  IF  IT  IS  PA SS ED .
STRONGLY SUPPORT TH IS  R Eau EST. IF  SUFERFUND LE G IS LA TIO N  IS  
D "!  WE D BEYOND f'Y  198 .1 , HOWEVER. WE MUST LOOK TO OTHEP. 
f ’. iO S .W iS  FOR AS SIST AN CE IN  THE CLE ANUP AMD CONTAIN MENT OF 
HAZARDOUS WASTE EMERGENCIES . TH ER EF OR E, IT  IS  ESSENTIA L 
TH AT W ITH OR WITHOUT FEDERAL St'P ER FU .iD  LE G IS LA TIO N  IN  H  8 1 , 
v-E HAVE 'H i-  RESOURCES NECESSARY TO ADDRESS TH IS  SERIOU S 
pros’ fh . I f Superfund funding  is  deferred, we recommend
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TH AT  E X IS T IN G  PROGRAMS, SUCH AS THOSE AU TH OR IZED  UNDER 
Sections  311 and 5G9 of the  Clean  Hater  hct , be fu ll y funded , 
IH ES E PROGRAMS H IL L  PR OV IDE SOME EMERGENCY FUND ING TO ST AT ES.
TO C IT E  THE PERILOUSLY  LOW LE VEL OF FUNDS NOW A V A IL A B LE , THE 
Section 311 fund  was opened by  the Federal government for us 
AFTE R THE F IR E  AT CHE MICAL  CONTROL AND WE DIS CO VERE D IT  HAD 
ABOU T M IL L IO N  LEFT  FOR IH E . NA T IO N , KE CAN NO LONGER 
AFFORD TO W AIT  U N T IL  A SuPERFUND IS  ENACTED; THE PROBLEM, OF 
HAZARD OUS WASTE S IT E S  IS  IM M EDIA TE AND C R IT IC A L .

Loo king  toward the futur e of hazardous waste management,
IT  IS  CLEA R TH AT THE FE DE RA L GOVERNMENT MUST MAKE A SUBSTA NTIAL 
COMMITM ENT TO THE ES TA BLISHMENT OF STRONG ST AT E PROGRAMS TO 
REGU LATE THE GENERATION, TR AN SP ORTA TION, AND DIS POSAL OF 
HAZARDOUS WASTES- IH E RESOURCE CO NSERVATIO N AND  RECOVERY 
Act  of 1 3 7 5  < « U U )  encourages st at es  to undertake  a le adin g  
ROLE IN  HAZARDOUS WASTE MANAGEMENT, BU T UNL ESS MAXIMUM 
FU NDING  IS  PR OV IDED  UNDER S U B T IT LE  C, A LL SUCH ATTEMPTS W IL L  
F A LL  FAR SHORT OF PROVID IN G ADEQUATE SAFEGUARDS IN  THE FORM 
OF ST ATE  REGULATORY PROGRAMS. W HILE MEW JERS EY  HAS LAUNCHED 
AN AG GRE SS IVE HAZARDOUS WASTE CONTROL EF FO RT , ST AT E PROGRAMS 
AT PRESENT ARE WO EFULLY UNDERSTAFFED IN  A L L  NECESSARY AREAS 
TO MOUNT AN EFFECTIV E RESPONSE TO THE NATIONAL MANDATE. IN  
TH E SH ORT- TE RM, WE HAVE TO D IV E R T FUNDS AND PER SONNEL FROM 
CUR  A IR  AND WATER PROGRAMS AT A TIM E WHEN THE LAWS PASSED BY 
the Congress g iv e  us ever - in creasin g  mandates in  those 
areas . Federal fund s, made a v a il a b le  to stat es  by  grants 
FROM EPA, MUST BE  PR OV IDED  TO UPGRADE STAFFING AND  EQUIPMEN T.
UE SUPPORT THE INCR EA SE  IN  THE tP A  BUDGET TO PR OV IDE THESE 
RESOURCES BUT FEEL THE SUM IS  S T IL L  GROSSLY IN AD EQ UA TE ; I T  
SHOULD 3E  DOUBLED AGAIN  TO G IV E STATES THE NECESSARY RESOURCES 
AT A T IM E  WHEN A L L  THE FE DE RA L RCRA RE GU LATIO NS  ARE BEIK G 
PROMULG ATE D.

So l id  waste is  another is sue  that is  coming to a hea d 
in  the 1980 's . The im pl ementa tion and  success of o ih ^r 
EN VIRO NM EN TA L PROGRAMS, UNDERWAY SIN CE THE EA RLY 19 /0  S,
HAVE CO NT RIBU TE D TO THE BURGEONIN G PROBLEMS OF LAND DIS PO SAL 
OF S O LID  WASTE, UNDER TH E CLEA N WATER HCT, THE IM PLE MENTA TION 
OF TH E N ATIO NAL PO LL UTA NT DISC HA RG E E L IM IN A T IO N  SYSTEM  
(i lP D E S ) PERMIT  PROGRAM HAS CREATED MORE AND VARIE D SLUDGES 
TH AT MUST BE DISPO SE D OF IN  AN EN VIRO NM EN TA LLY ACCEPTABLE 
MA NNER. IN  A D D IT IO N , THE BAN ON OCEAN DUMPING OF SEWAGE 
SLUDGE NECESSIT ATE S AL TE RN AT E D IS POSAL METHODS, IN C IN ERATIO N  
AHO DIS PO SAL IN  LA N D FIL LS  ARE OFTEN  UNACCEPTABLE A LTER N ATIV ES.

Even for  more co nv en tion al  so lid  waste m ater ia l  -  
GARBAGE -  L A N D F IL L IN G  IS  A LE SS  DESIR ABLE D IS POSAL O PTIO N . 
resource recovery must be  pursued as the pr imar y so lu tion to 
THE PROBLEM OF SO LID  WASTE MANAGEMENT. IN  HEW JER SEY, THE 
PROBLEM OF CAPACIT Y TO FR OVID E FOR DISPOSAL OF AN EVER-  
lU CREASIU S SO LID  WASTE STREAM  IS  REACHIN G A C R IT IC A L  ST AG E. 
l ; i  FACT, HE ES TIMATE  TH AT  THERE IS  AH AVERAGE OF  FOUR YEARS '
I EF T OF LA N D F IL L  L IF E  IN  TH E STA TE; LESS IN  CUR URBAN AR EAS.
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Resource reco very f a c il it ie s  are  heeded  to replace outdated 
AMD POLL UTI NG L A N D F IL L S ; SUCH F A C IL IT IE S  H IL L  DE AL WITH 
GARBAGE IN  A MORE APPROPRIA TE  FA SH ION AMD MAKE SENSE FROM 
BOT H EN VIRO NM EN TA L AND ENERGY PERSPECTIVES. IHE PRESENT 
FEDERAL F IN A N C IA L  COMMITMENT IS  INA DEQUATE TO PROV IDE  RE AL 
IMPE TU S TO RESOURCE RECOVERY EF FO RTS . SU BTIT LE  0  FUNDS ARE 
PR ESENTLY B E IN 6  USED ALMO ST EXCLU SIV ELY  FOR LA N D FIL L  C LA S S IF IC A TIO N  
purpos es . Pla nnin g  and  resource recovery implem en ta tion  
PROGRAMS SHOULD BE FULL Y FU ND ED . LO OK ING TO THE FU TURE /
RESOURCE RECOVERY FAR ES MUCH BE TTER  ON A COST EFF ECTIV E 
AN A LY S IS  WHEN COMPARED W ITH TH E TO TA L COST OF LAND D IS PO SAL. 
IN CLU DIN G  THE COST TO CORRECT SUBSEQUENT ENVIR ONMENTAL 
DAMAGE CAUSED BY LAND D IS P O S A L.

Hew Jersey is  mo vin g forward  in  t h is  ar ea . Our so lid  
WASTE PLA NNIN G EFFORT IS  WEL L ON IT S  WAY TO COMPLETIO N AND 
CA LL S FOR A NUMBER OF RESOURCE RECOVERY F A C IL IT IE S . ME ARE 
D IS CUSSIN G A BOND IS SUE TO GE T STARTED ON RESOURCE REC OVE RY.
The proposed re du ct ion in  fu nd ing under Su btit le  D comes at  
A TIM E WHEN HEW JE RS EY  AND  OTHER  STATES ARE GEARING  UP TO 
ADDRESS RESOURCE RECO VERY NEE DS . SUBSTANTIA L FUNDING  FOR 
THESE EF FO RT S IS  NEEDED  TO CARRY THE RESOURCE RECOVERY 
PLA NNIN G PROGRAM THROUGH TO THE IMPL EM EN TA TION  PH AS E.
Programs such as  th e Pr esid ent  s urban Po lic y  Resource 
Recovery  Grant Program, curr ently bein g  re author ize d under 
PCrtA AMENDMENTS. AR E E S S E N TIA L TO LAYIN G THE GROUNDWORK FOR 
RESOURCE RE CO VERY. I n FACT. THE Cc?JSRESS MUST CONSIDE R A 
f-UTURE C A P IT A L  PROGRAM. S IM IL A R  TO THE SEWER CONSTRUCTION 
Grants Program, th at  w il l  hel p get  these f a c il it ie s  on l in e ,
WE CANNOT TURN OUR BACKS ON TH E PROBLEM NOW TH AT WE HAVE 
BAR ED IT S  CHA RACTE R AND MAGNITUD E;  $1 .5  B IL L IO N  IS  NEEDED 
FOR THE I N IT IA L  F A C IL IT IE S  IN  HEW JERS EY ALON E.

The Clean  Air  Act Amendments of 1977 placed  a co nside rable ' 
new burden  on st at e regulatqr y programs. Ad m in is trativ e  
requ ire me nts have inc reased  due  to , for example, THE EMIS SIO N 
OF FS ET  PROGRAM, THE PROGRAM TO PREVENT DET ER IORA TION  OF A IR  
Q UALIT Y (P S D ) . AND  SE CTION 120 ENFORCEMENT-RELATED A C T IV IT IE S .
IN  THE TECHNIC AL AREA THERE ARE HYDR0CAR30N REG UL AT IONS , THE 
INCR EASED NEED FOR A IR  G UALIT Y MOD ELLIN G C A P A B IL IT IE S  AND 
THE INCR EA SE D NEED TO DEVELOP CONTROLS FOR THE RELEASE OF 
TO XIC  POLL UTA NTS . AND IN  ENFORCEMENT WE HAVE R E S P O N S IB IL IT IE S  
RE LATE D TO THE MOTOR VEHIC LE  EMIS SIO NS PROGRAM AND LEAD 
EM IS S IO N S .

The CUR RENT PROPOSAL FOR MA ND ATING CONVERSION FROM O IL  
USE TO COAL CARR IES MAJOR IM P LIC A TIO N S  FOR STATE A IR  PROGRAMS, 
ESPECIA LLY IN  THE NORTHEAST. TEN F A C IL IT IE S  IN  NEW JERSEY 
HAVE BEEN ID E N T IF IE D  FOR CONVERSIO N TO COAL USE; T H IS  W i l t  
PLA CE AN A D D IT IO N A L MAJOR BURDEN ON OUR U T IL IZ A T IO N  Or J. I O  

FUNDS.
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Failu re  to comply with a number of these mandates
CARRIE S THE TH RE AT  OF SEV ERE SA NC TION S SUCH AS THE LOSS OF
^ AGE TR EATM EN T CO NSTRUCTIO N GRANTS.  HIGH WAY FU ND S/ SE CT ION 

GRANTS AND THE P R O H IB IT IO N  OF NEW CONSTRUC TION OF MAJOR 
STA TIO NARY SOURCES. SECTION 105 GRANTS UNDER THE CLEAN A lR  
fjC T HA VE NOT KE PT  PACE W IT H THESE ADDED R E S P O N S IB IL IT IE S .
PA ST  INCR EA SE S HAVE NOT BEEN ENOUGH TO FU LL Y CARRY OUT THE 
MANDA TES AND R E S P O N S IB IL IT IE S  PLA CED UPON THE STATES IN  
RECENT YEARS, AND  ARE CERTAIN LY  NOT ADEQUATE TO SOLVE OTHER 
SE RIOUS EN VIRO NM EN TA L PROBLEMS SUCH AS TO XIC S EM IS SIO N 
CONTROL AND IN C IN E R A TIO N  OF SEWAGE SLUD GE . IT  IS  ESSENTIAL 
that  Sec tio n 105 receives maximum funding to enable us to 
E FF E C T IV E LY  CARRY OUT THESE R E S P O N S IB IL IT IE S  AND WE SUPPORT THE tPA REQUEST.

TH E SEWERAGE TREATM ENT PL AN T CONSTRUCTIO N GRANTS PROGRAM
CARRIE D OUT UNDER SECTI O N 2 0 1  OF THE CLEAN VtATER ACT IS  ONE 
OF OUR MOST IMPO RT ANT EF FO RTS / BOTH IN  TERMS OF WATER QUALITY  
AN D COMMUNITY RE DEVELO PM ENT. TH E ST AT E OF hcW JE RS EY  IS  IN  
THE PROCESS OF TAKIN G  OVER FROM tP A  THE ADM IN IS TRATIO N OF 
T H IS  PROGRAM, (B IS  DELE GATION OF AU TH OR ITY TO ADM IN IS TE R 
TH E PROGRAM W IL L  E L IM IN A T E  D U P L IC A T IV E  AND TIME-CO NS UM ING 
ST AT E AND  FE DE RA L RE VIEW  OF PROJECTS AND W IL L  SPEED THE 
PROCESS OF G ETTIN G  PR OJEC TS MO VIN G TOWARD CO MPL ET ION.

The State  is  concerned with  the re lative ly  low levels 
GF ALL OCATI O NS IN  RELA TIO N TO OUR WASTEWATER TRE ATM ENT WORKS 
WEEDS, W IT H IN  TH E HEX? TWO YEARS. WE W IL L  BE I.’ i  A PO SIT IO N 
TO GRANT FUNDS FOR THE SORELY HEEDED  TREATMENT SYSTEMS IN  
our urban Hudson and Camden Cou nt ies. I hese projects w il l 
.REMEDY TH E REM AIN IN G MAJOR PR IM AR Y DIS CHARGES LEFT IN  THE 
Sta te . Hit h in  the same time  perio d projects to el iminat e 
OCEAN D IS PO SAL OF SLUDGE W IL L  ALSO  NEED TO EE FUNDED. T.HE 
Cahdeh and Hudson projects w il l  cost in  excess of $500 
m il l io n ; The sludge dispos al  projects in  excess of $209  
m il l io n . Consid ering  that the hew Jersey alloc ation th is  
F IS C A L  YEAR IS  $ 1 2 0  M IL L IO N , IT  IS  APPARENT TH AT  WE W IL L  BE 
IN  TH E UNENVIA BLE  P O S IT IO N  OF DECID IN G  WHIC H MAJOR PO LLUT ION 
PROBLEM IS  MOST S IG N IF tC A N T  AND  DELA YIN G THE REST.  TH IS  
S IT U A T IO N  W IL L  RE SU LT  IN  NGMC OM PUAKCE WITH FE DE RA L LAWS/ 
BECAUSE OF THE LA CK  OF FU NDIN G^ AND W IL L  FURTHER DELAY ALL 
REM AIN IN G PROJECTS W IT H IN  TH E STATE. I l  IS  IM PERATI VE TH AT 
the Congress recognize the pa ss ive cleanup projects that are 
PE ND ING W IT H IN  CERTA IN  ST AT ES  AND  DEV ELO P A MECHANISM  FOR 
AD VA NC ING FUNDS FROM FUTUR E F IS C A L  YEARS SO TH AT  NEEDED 
URBAN CLEANU P PROJE CTS CAN GO FORWARD.

ff ew  J ersey has been granted primacy by EPA  for enforcement 
OF THE FE DE RA L SA FE  D RIN KIN G  WATER AC T AND IT S  ATTENDANT 
RE GU LATION S AND  SIN CE fY  1 9 / 6  HAS BEEN RECEIV IN G PUBLIC 
Hater System Supervis ion  program Grants to carry o u r  the 
MANDATES OF THE ACT AND TO EX ER CI SE  GREATER SUPERVIS IO N OF 
PU BLIC  WATER SYSTEMS,
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Through use of thes e gr an ts - the State  has embarked on 
B O R E "IN TE N S IV E  SUPERVIS IO N AND CONTROL OF PUBLI C  COMMUNITY 
WATER SYSTEMS AND IS  IN  TH E PROCESS OF IN VENTO RYIN G, AND 
S U P E R V IS IN G , THE SE VE RA L THOUSAND PU BLIC  NON-COMMUNITY WATER 
SYSTEMS TH AT  HAVE BEEN HIT HERTO LARGELY IGNORED BECAUSE OF 
INAD EQ UA TE  FU NDIN G , A L L  OF THE PR OVIS IO NS OF THE ACT HAVE 
BEEN IM PL EM EN TE D.

Unless these grants ar e co ntinued . New Jersey w il l  be 
FORCED TO CU T BACK ON IT S  P U B LIC  WATER SYSTEM SU PE RV IS IO N 
PROGR AM, WH ICH  WOULD BE A RETROGRADE STEP IN  AS SU RING  THA T 
TH E C IT IZ E N S  OF THE STA TE  RECEIV E BR IM KIN S WATER OF SA FE ,
PO TA BLE Q U A LIT Y .

Recent in v e s tig a tio n s  have  discl ose d the widespread 
CONTA MIN AT IO N GF SOME AQ UIF ERS WITH ORGANIC CHEMIC ALS , MANY 
OF  WH ICH  HAVE CAR CIN OGENI C P O T E N T IA L , NECESSIT ATI NG THE 
CLO SIN G OF P U B LIC  WATER SY ST EM  WELLS AND THE DEVELOPMENT OF 
AL TE RN AT E SOURCES OF SU P P LY . T H IS  HAS PLACED A GREAT F IN A N C IA L 
BURDEN ON TH E OWNERS OF  SUCH SUPPLIE S AND AN EFFECTIV E 
SOLU TION TO THE PR 03 LE M IS  OFTEN BEYOND TH EIR  F IN A N C IA L  
C A P A B IL IT IE S  IN  L IG H T OF CUR REN T I H rL A T IO N  AND THE D IF F IC U L T IE S  
AMD COSTS FOR R A IS IN G  C A P IT A L . THERE IS ,  TH US,  URGENT NEED 
FOR FEDE RA L ASSIS TANCE TO SOLVE  SUCH PROBLEMS, US URGE THE 
Com mitte e to  ex am ine the options it  may have in  terms of how 
E X IS T IN G  A U TH O R IT IE S  COULD  BE FUNDED TO ASSIS T IN  ADDRESSIN G 
CONTA MIN ATION OF D R IN K IN G  WATER S U P P LIE S .

Sin ce P f 197 2, Hew Jersey has rec eive d federal funding  
FOR POLL UTION CONTROL UNDER SE CTION IG o  OF THE CLEAN WATER 
Ac t , in  pa st  ye a»s , an  average of $ 1 . 4  m il l io n  a year has 
DEEN AWARDED BY  ErA TO SUP?'  ERENT ST AT E FUNDS FOR IMPLEM EN TATION  
of 'Water Po llutio n  Control  Program strateg ie s . Th is  re presen ts , 
OVER A TH IR D  OF OUR PROGRAM S TO TA L RESOURCES.

I n  FY 19 20 . DEP’ s monit orin g , su rv eillan ce  and  enforcement 
EFFORTS AND WATER RESOURCES PL AN NING  AND MANAGEMENT PROGRAMS 
PL AN  TO FU LL Y U T IL IZ E  THESE 1 3 5  FU ND S. THE MAJOR A C T IV IT IE S  
W IT H IN  THESE PROGRAMS WH ICH  B E N E FIT  FROM T H IS  FU ND ING ARE 
AD M IN IS TR ATIO N  OF REGULATORY AMD OTHER WATER Q U ALIT Y  CONTROL 
PROGRAMS IN C LU D IN G  MONITORING AND ENFORCEMENT A C T IV IT IE S ,
WATER Q U ALIT Y MANAGEMENT AND  PLA NN IN G INCLU DING STANDARDS 
RE VIEW  AND  DEVE LO PM EN T, AD M IN IS TR ATIO N  OF PE RM IT PROGRAMS 
AN D PROGRAM AD M IN IS TR ATIO N  IN CLU DIN G PROGRAM EV AL UA TION AND 
PU BLIC  P A R T IC IP A T IO N .

I n ORDER FOR WATER PO LL UTION CONTROL A C T IV IT IE S  W IT H IN  
Hew J ersey to co nt inue  at  th eir  current le ve l of ef fe ctiveness. 
IT  is  im perativ e  th at  t h is  fu nd ing be continu ed  in  the 
FU TU RE.  AND TH AT  S IG N IF IC A N T  YE AR LY INCR EASES EE MADE TO 
COMPENSATE FOR SO AR ING IN F L A T IO N .
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Over the pa st  year  Governor Byrne has c e r t if ie d  eigh t 
OF TW ELVE WATER Q U A LIT Y  MANAGEMENT PLANS (2 0 8 )  PREPARED IN  
th e Sta te  and w il l , shor tly c ertif y  the remain in g  pl an s.
These plans set the framework for the Sta t e ' s long- term 

water  poll ution  contr ol programs by id e n t if y in g  surface and 
groundwater problems , de ve lo ping  so lu tions  to poin t source 
PRO BLEMS AND ID E N T IF Y IN G  AP PR OP RIAT E AG EN CIES TO CARRY OUT 
THE NECESSARY PRO GRAMS. A s  LOCAL AG EN CIES  HAVE BEEN OUR 
PARTNERS IN  FO RM UL AT ING TH ESE PL ANS, WE LOOK TOWARDS A CO NT INUA TIO N 
OF FU NDI NG  SUPPORT FOR T H E IR  EF FO RT S,

The  Sta te ' s Wat er  Qu a l it y  Management (208) Plans inc lud e 
PO PU LA TION PR OJ ECTIONS  WHICH  W IL L  BE USED IN  A LL  ENVIRONMENTAL 
AND INFR AS TR UC TU RE  PLA NNiN G  A C T IV IT IE S  IN  NEW JE RSEY. I n 
TH E SEWERAGE CO N-ST RU Cn ON  PROGRAM ALO NE WE HAVE ID E N T IF IE D  
COST SAVIN GS OF OVER M IL L IO N  IN  TWO MAJOR DRAINAGE 
BASIN S RESUL TING  FROM PROPER S IZ IN G  OF FUTURE SEWERAGE 
PR OJ EC TS  IN  ACCORDANCE W IT H THE PR OJE CTIONS.

The Wate r Qu a l it y  Plans  als o set forth wasteload  al lo ca tio ns  
FOR M U N IC IP A L AND IN D U S T R IA L  SOURCES. FOR M UNIC IP AL DISCHARGERS 
IN  OUR MOST PO LLUT ED  WATERS THESE AL LO CA TIONS  W IL L  REQUIRE 
HIGH ER  THAN SECONDAR Y LE VELS OF TREATMENT WHICH W IL L  RESULT 
IN  A D D IT IO N A L CO NS TR UC TION  COSTS OF UP TO $ 2 0 0  M IL L IO N  IN  
th e Pa s s a ic -Hackensack Ba s in , which  has roughly ha lf  of the 
Sta te s  populatio n . Nev er th el es s, the pla ns  allow co nside ratio ns  
O r ALTERNATIV ES TO END OF THE P IP E  TRE ATM ENT INCLU DIN G 
REL OCA TION OF SEWERAGE OUTFLOWS , AND FLOW AUGMENTATION IN  
CO NJ UN CT ION W IT H WATER SU PP LY MANAGEMENT.

The two areas in  wh ich  our pla ns  have only begun to 
PR OV IDE ANSWERS TO SE RIOUS PO LL UTION PROBLEMS AR~ NONPOINT 
SOURCE AND  GROUNDWATER P O LLU TIO N . W lTH OUR FY19/9 208 
GRANTS WE ARE DEV EL OPING A STORMWATER CONTROL PROGRAM FOR 
NEW DEVELOPMENT AS  K E LL AS CASE STU DIE S O r MEANS TO CORRECT 
E X IS T IN G  STORM RUNOFF PROBLEMS. WE EXPECT TH AT  CORRECTION 
GF E X IS T IN G  RUNOFF PROBLEMS W IL L  BE A LONG-TERM EF FO RT . OUR 
STRA TEGY  IS  TO ID E N T IF Y  PROGRAMS WHICH  INVO LV E DRAIN AGE 
R E H A B IL IT A T IO N  (I N C LU D IN G  DO I AND HUD PROGRAMS) AND INCORPORATE 
HATER Q U ALIT Y  CONTROLS IN TO  THE SE PR OJ EC TS . UUR GROUNDWATER 
GRANT W IL L  IN VOLV E SETT IN G UP A REGULATORY PE RMIT  PROGRAM TO 
CONTROL MAJ Og  CO NTA MINAT IO N SOURCES IN CLU DIN G LAGOONS AND 
L A N D F IL L S . IH IS  PROGRAM W IL L  EV EN TU ALLY BECOME SELF-F IN ANCIN G  
THROUGH PERMIT  FEES. KE ARE AL SO  US ING PART OF A 208 GRANT 
TO FINANCE CO MP LETIO N O r ST AT EW IDE SO LID  WASTE MANAGEMENT 
PLANS WH ICH  W IL L  PR OV IDE NE AR -TER M DIR ECTIO N TO HA ND LIN G CUR 
S O LID  WASTE PROBLEM S.

I n the 1S 80 's we are fac ed k it h  the  need for more 
SO PHIS TIC ATED EN VIR ON ME NTAL MANAGEMENT THAN WE PR AC TICE D 
OVER THE LA ST DECADE. Ke EXPECT TO USE FY81 208 GRANTS TO 
CARRY OUT P IL O T  PROJECTS FOR STORMWATER CONTROL IN  COOPERATION 
W IT H AG EN CIES PROVID IN G CONSTRUCTION MO NIE S FOR DRAINAGE AND 
TO DEVELOP THE TE CHNIC AL AN ALY SIS  FOR ONE OR TWO WATERSHEDS
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TO D IR ECT THE SP EN DING  OF FE DE RA L COST SHARING  KO NIES  FOR 
AG RIC ULT URAL PRACTIC ES. FOR OUR. GROUNDWATER PROGRAM HE NEED 
THE FY 31 GRANTS TO BEGIN  F U LL  SCA LE AQ UIFER MA PP ING IN  THE 
MOST C R IT IC A L  AREAS OF THE ST ATE  TH AT ARE DEPENDENT ON 
GROUNDWATER FOR  PO TA BLE WATER SU PP LY . HE EXPECT TO USE THE 
D E TA IL E D  MAP PING TO PR OV IDE A  B A S IS  FOR REGULATORY DECIS IO NS 
IN  THE GROUNDWATER DISC HA RG E PERMIT PROGRAM.

Pe s t ic id e s  programs are an inte gra l part of the fir s t  
L IN E  OF DE FENSE AG AIN ST THE CONTA MINAT ION OF GROUNDWATER AND 
PR OT EC TION  OF TH E P U B LIC  HEALT H FROM THE BROAD SPECTRUM OF 
EXOTIC  CHEM IC AL S KE INT RO DU CE IN TO  OUR EN VIR ON ME NT . STATE 
PROGRAMS ARE E S P E C IA LLY  IMPO RT ANT BECAUSE THE MAIN  ENFORCEMENT 
BURDEN IS  CARRIE D A T  THE STA TE  LE V E L. USE VIO LA TO RS ARE 
PURSUED M AIN LY BY  ST AT E IN VESTIG ATO RS, THE ST AT E C E R T IF IC A T IO N  
PROGRAM IS  E S S E N TIA L  TO ENSURE TH AT  ONLY TR AIN ED IN D IV ID U A LS  
AP PL Y POWERFUL P E S T IC ID E  PR OD UC TS, AND DEALERS OF P E S TIC ID E  
PRODUCTS MUST BE  PO LIC ED TO ENSURE TH AT P E S TIC ID E S  ARE 
PLACED  IN  THE HANDS O r TR AIN ED  APPLIC ANTS.

Some as pe ct s of p e s t ic id e  use have hot recei ve d enough 
ATT ENTION DUE TO THE LA CK  OF RESOURCES AVAIL ABLE TO STATE 
AG ENCIE S. The A P P LIC A T IO N  TO LAKES AND STREAMS OF HERBIC ID ES 
CAN HAVE GRAVE EN VIRO NM EN TA L CONSECUENCES. ST AT E REGULATORY 
PROGRAMS MUST BE  DE VE LO PE D,  FU ND ED , AND SUPPORTED TO PREVENT 
UNWISE AND DANGEROUS AQUATI C A P P LIC A TIO N S , H E R IA L  APPLIC ATIO N  
OF P E S TIC ID E S  PR ESENTS S IM IL A R  PROBLEM S. A STRONG ENFORCEMENT 
AND RESEARCH EF FO RT  MUST BE  SUPPORTED 3Y  FEDERAL FUNDS TO 
ESTABLIS H ADEQUATE LABORATO RY C A P A B IL IT IE S . PR ESENT FEDERAL 
POLI CY RE CO GN IZE D T H IS  NEED AND, IN  NEW JERSEY AT LEAST, HAS 
"E 6U N TO SUP POR T T H IS  P O S IT IO N . MAXIMUM F IN A N C IA L  SUPPORT 
IN  T H IS  AREA IS  AB SO LU TE LY  ESSEN TIA L TO THE DEVELOPMENT OF 
E F F IC IE N T  STA TE  PROGRAMS.

I f !  C LO SIN G , I WOULD L IK E  TO NOTE THAT WHILE FED ERAL 
FUNDS ARE IMPO RTANT TO THE PROGRESS OF REW JE RS EY  S ENVIRONMENTAL 
PR OT EC TION  EF FO RTS . WE HAVE NEVER TAKEN THE POSTURE OF
W A IT IN G  FOR FE DE RA L DOLLA RS BEFORE WE MOVE TO ADDRESS ENV IRO NMENTAL 
is s u e s . ««ew J ersey is  mo vin g ahead on many fron ts , most 
NOTABLY OUR AG GR ES SIVE  HAZARDOUS WASTE MANAGEMENT PROGRAM,
OUR STAT E O IL  S P IL L  AND HAZARDOUS SUBSTAN CES CLEANU P FUND,
AND  OUR SO LID  WASTE PL AN NING  EF FO RT S. SUT WE NEED FEDERAL 
ASSIS TANC E, TH E FUNDS WE RECEIV E FROM EPA MAKE A GREAT DEAL 
OF DIFF ER EN CE AS TO HOW EFFECTIV E OUR PROGRAMS ARE AND W IL L  
CO NT INUE  TO B E . UNCt A G A IN , I WOULD L IK E  TO SAY TH AT  WE 
LOOK TO THE CONGRESS FOR CO NTINUE D COMMITMENT TO THE REALIZ ATIO N  
OF EN VIR ON ME NTAL PROTECTIO N C-OALS.

Thank you.
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Mr. Traxler. In the Emergency Supplemental that is moving 

through, ther e is little hope in Section 311 program, there is an 
additional $12.5 million which should be made available in the 
next couple of weeks.

On th e superfund we are  awaiting the passage of the authorizing 
legislation. I th ink  i t is a 50-50 kind of probability.

Ms. English. While it may not be relevant  to this committee, I 
thin k that the experience in New Jersey may be helpful to the 
chemical industry.

It is in our State and in our neighbor’s States. The chemical 
industry has been through the CIC exceptiona lly helpful to the 
legislation that we have moved.

Why ther e is a change of strategy at the national level is a 
ma tter  for concern of the Congress, but  I submit it is the  sort of 
question that you may be interested in for those who lobby against 
the bill.

Mr. Traxler. Well, thi s Subcommittee which has the responsibil­
ity for funding that activity  when it is established. We are in a 
procedural situation where we cannot, as we are mark ing up the 
1981 bill which will come next week, we cannot very well proceed 
to fund the Superfund in the absence of i t passing.

Ms. English. There are alte rnat ives  that this Committee might 
do, a re there not?

Mr. Traxler. We welcome your suggestions.
Ms. English. I ju st happened to bring someone with me, Assist­

ant Commissioner Arbesman, who is the  Assistant Commissioner 
in our State for Environmental Management, and Paul has exam­
ined this as an alternativ e, and we give this to the committee as a 
suggestion.

Mr. Arbesman. The alte rnat ive was the supplementa l funding  of 
311 and 504. You already indicated the emergency authorization on 
311 was applied at 12.5.

Mr. Traxler. Which was somewhat less th an the Admin istration 
requested.

Mr. Arbesman. It could be that  some of the moneys that  the 
Administration requested in this budget could be diverted into 
those areas  as well as into full funding of the 504 fund.

Mr. Traxler. It should be pointed out that this Subcommittee 
does not fund the 311.

Ms. English. Does the subcommittee  take  to anybody who does?
Mr. Traxler. Yes; we do.
Mr. Duncan from Oregon is the Chairman of th e Subcommittee  

that  handles the 311. We handle 504.
However, th at is our responsibility.
Mr. Arbesman. Our issue is very simple. When we get out in the 

middle of a disas ter and tur n around  and ask for commitment 
capability, when people’s lives are  in danger, we need the  money 
there at that  point in time, so any alte rnat ives  that  are  available  
to put moneys in the budget will earmar k moneys pending the 
passage of this legislation would put it on the horizon for us, and 
possibly ther e are other members that  would make it available 
immediately.

We are faced in Chemical Control with a 311 picture of only $3 
million nationally, which is a palt ry sum.
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Mr. Coughlin. That happens to be in my othe r Subcommittee 
but, as I understand it, it applies to spills and I guess 504 is pret ty 
much spills, too.

It really does not provide for getting to the waste dump itsel f for 
disposal.

Ms. English. The problem really  is that the Congress at this 
point, because of the enabling legislation not having to move for­
ward, you don’t have that convenient normal method of operation. 
Our difficulty, of course, as yours, is th at  meanwhile these environ­
menta l d isasters a re happening.

We have no control over when and where.
Mr. Coughlin. The funds you got were for the  spills in the river?
Ms. English. I had to encourage them  to spill into the water.
It has also been suggested, for instance, that construction grants , 

tha t is your bag, right?
Mr. Traxler. Right.
Ms. English. Tha t is anoth er area  in which you might very well 

be looking at whatever we used to think were construct ion grants , 
and I am interested  in the first  water project there that  is up on 
the wall, remove a little  from tha t, but  perhaps we should sta rt 
thinking about othe r types of construction gran ts as well, and tha t 
it may very well be that the  response of the  State or a region will 
be to put together to establish,  to build a hazardous  waste disposal 
site.

In New Jersey  we have some 20 sites, and of those 20 sites only 
one or two have even the beginnings of facilities that could take  
care of the kinds of mate rials  and dispose of them properly that 
were stored on the site t ha t I have  jus t shown you.

So i t may very well be tha t construction grants, as we thought of 
them, should not necessarily jus t go for what were the benign and 
established  public works approaches, but  there may be a new re­
sponse th at the Congress can consider that  will again bring us into 
not only par tnership  but into the 21st Century, which is where we 
must be, in my judgment.

Mr. Traxler. You are at the payout window now, Mrs. English, 
and you bring the  winning ticke ts here, and we can only fund 
those kinds of projects which the  Congress has authorized . I guess 
where you have to go is over to the other window, to the  authoriz­
ing committees, and say, “Here  is our experience and we have 
some thoughts for you. We hope that this can take  place.” The 
thing  about this insti tution  called the Congress is that it is very 
compartmentalized and we each have certain responsibilities, and 
it is sometimes a terrib le effort to ge t-----

Ms. English. You mean the daily double is very difficult?
Mr. Traxler. Very difficult to make on th e first round.
Ms. English. Nonetheless, when the big voting in the sky takes  

place-----
Mr. Traxler. We w ant to be there.  Tha t is one payout window 

we want  to be at. Obviously, within  the  Congress ther e exists an 
awareness of the problems you present to us today, and one can 
only hope that the process will be expedited as the  authorizing  
legislation moves through. That  will present some problems for the 
Administration and for this  subcommittee, then  the full committee,
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to find the  way to fund that, assuming that  it does pass during 
1980.

Ms. English. I urge you, and I unde rstan d the  mood of the 
Congress a t this point, I understand  the pressu res that are  upon us 
for balancing budgets. Tha t has been supported by my Governor, 
our state consti tution  requires  a balanced budget as a ma tter  of 
course, so I am very used to that type of process. At the same time, 
I really believe that  I can speak more globally tha n these types of 
concerns. I th ink  when ther e are public projects and programs that 
the  Congress authorizes, that  in fact are  ones t ha t show something 
in the end that worked out, you wanted to have clean air, 10 years 
later we can tell you in the State  of New Jersey we have cleaner 
air. Clean wate r is a mandate for th is nation. We can demo nstra te 
that in a way that  is demonstrable, and that  there is some hard  
evidence about it. I think those are the  sorts of things that the 
taxpayers are looking for. For us to say if you have a public 
program it should work, and you should have the  r ight  people on i t 
and you put your dollars wisely, and certa inly  not at the risk of 
lecturing this august body, I also do speak in support of my federal 
partner,  and hopefully I will not be the  only voice on this  side.

Mr. Traxler. We appreciate your testimony today. It has been 
most helpful to us, and we don’t envy the position that  you are  in. 
We will do what we can to provide you with the  resources and tools 
within our means.

Ms. English. Very good. T hank  you.
Mr. Coughlin. Mr. Chairman.
Mr. Traxler. Yes, Mr. Coughlin?
Mr. Coughlin. Let me say I have encoun tered some of the  same 

problems you have at a waste disposal site not in my distric t but in 
a neighboring distric t, where you literally  almost had to release 
the waste into the  Delaware River before you could get money to 
dispose of it. I guess one question I would have of you, to what  
exten t do you thin k it is a sta te responsibility as opposed to a 
Federal responsibil ity to provide for these  hazardous waste sites?

Ms. English. I think it is a join t responsibility . Because we 
happen to have a large concen tration  of chemical, petrochemical 
and pharmaceutical generators  in our state , we have a deep pocket, 
if you will, in an excise tax  form to be able to fund the fund. Tha t 
is not necessarily  the case of all states , and now I am jus t telling  
you what  should be the general wisdom, I assume. Each state 
might have a different approach that they would use, and it might 
be the ir own general appropriations or it might be in fact some­
thing that  turns out to be those who are the  end users of all 
products.

In a highly rur al state , they may find that the pesticides use, or 
something  of th at  nature-----

Mr. Coughlin. It occurs to some e xten t whereas air  quali ty and 
water quality  are  things  that  transcend sta te boundaries, the 
dumpsite, at least to some exten t, is within a state boundary , and I 
guess the  argument could be made that  maybe that is a problem 
that is more adaptable to th e states.

Ms. English. I would accept that  except insofar as to say it 
usually turns  out that what  we ar e dealing with here is a reclama­
tion in the pure essence. The abandoned and orphan site is what

6 3 -2 7 7  0 - 8 0 - 2 1
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we a re really talking about. Tha t is the  biggest problem. There is 
no one the re. You are going again st someone.

In my research  on the distric ts that  you represent,  one dumpsite 
owner in Minnesota moved to Arkansas, or they are always in 
Chapter  11, Chapter  13, or on th e fringes of being indicted, hopeful­
ly after  you finally have caught them in wha t turns out to be 
criminal ly negligent acts. Tha t does n ot mean that  a state should 
not have its own response if it  is possible, and as I say, New Jersey 
has moved forward in t ha t respect.

It is my unders tanding that  New York has done so as well, and it 
may as well be that  because we, unhappily, find ourselves as lead­
ers in the problem we also found the responsibility to be leaders in 
the solution.

We are working on a regional approach for manifests, for tra ns­
portation of hazardous wastes with Pennsylvania and surrounding 
states. There can be regional responses. There can be state re­
sponses, but  I think that it is absolutely essential that  the  Federal 
Government be involved in this  responsibility.

Mr. Coughlin. From what  standpoint?
Ms. English. Financially .
Let me go on to one fur the r point.
Mr. Coughlin. We are in worse shape than you are.
Ms. English. You have a bet ter  revenue base tha n most states, 

because although we have an income tax in the State of New 
Jersey,  that  is dedicated to real property tax relief. Not one dime 
comes to state operational expenses, and a real proper ty base is 
more than likely what  most s tates depend upon for their revenues, 
than an excise tax.

We don’t happen to have the revenue base that the  Federal 
Government does, so from that  point of view, especially if you—you 
don’t w ant me to get into general revenue  sharing—but especially 
if you remove that form of stat e aid that  is going back, then  ther e 
is less and less flexibili ty from the  point of view of how th e states 
can respond.

Mr. Coughlin. It occurs to me that  it is not jus t the  financial  
commitment of the Federal Government . One of the  reasons I 
thin k this may be almost more adaptable to state control than 
federal control is that I suspect each state has its own nat ure  or 
kind of dumpsites that are fairly peculiar to the par ticu lar state. 
Yours is petrochemicals and things like tha t. Some state s out West 
may be an entirely different nature  of sites and an entirely differ­
ent way of handling them.

Ms. English. Tha t could be.
Mr. Arbesman. There is a nother  point, too, tha t the waste from 

that site most likely comes from that  originating state total. Many 
facilities from all over the country are  using a site in one sta te or 
in anoth er state , so it really is an inte rsta te problem.

Ms. English. And the Supreme Court so informed us. We tried 
to keep Pennsylvania from using New Jersey and we lost that  one.

Mr. Arbesman. And in the  othe r d irection, too, we a re on record 
supporting the federal Superfund concept, and at the present time 
tha t does require a significant state share , anywhere from 10 to 25 
percent  of the cleanup program would be put up by the state
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governments, the  other from the excise tax approach in some of 
the concepts on the industry.

Ms. English. The thrus t of our comments to you today, being 
very mindful, Mr. Chairman, of what  you can do and cannot do, 
comes to emergency response, and again I want  to leave you with 
that  thought, and I am hopeful that  not only that  you will not cut 
tha t, but that  you will double it.

Mr. Traxler. Thank you very much. We appreciate your pres­
ence.

Ms. English. T hank  you.

Environmental Protection Agency

WITNESSES

PAUL CARSON, JR., PRESIDE NT, NATIONAL UTILITY CONTRACTORS
ASSOCIATION

RON BUCKHALT, DIRECTOR, GOVERNMENT RELATIONS, NATIONAL
UTILITY CONTRACTORS ASSOCIATION

Mr. Traxler. We welcome Mr. Paul  Carson, President of the 
National Utili ty Contrac tors Association. You may proceed.

Mr. Carson. I am Paul Carson, Jr.,  Pres ident of the National 
Utility Contractors Association which represents  about 2500 firms 
engaged in sewer, wate r and underg round utili ty construction 
work. A sign ificant portion of this  work is funded unde r the  Clean 
Water Act. We appreciate the oppor tunity  to appear before this 
committee and express our support for the  preservation of ade­
quate  funding for the Clean W ater Program.

We realize these are  difficult financial times for the  United 
States, and we concur with attempts by Congress and the Adminis­
trat ion to tighten up federal expenditures and balance the  budget. 
Reducing deficit spending will help our nation  control infla tionary 
pressures  threaten ing  our economic system.

Nevertheless , in 1972, Congress decided that Americans deserve 
fishable-swimmable waters, and they reaffirmed that  commitment 
again in 1977. 1983 was set by law as the date for achieving that 
laudable  goal. Funding  was authorized, in 1977, a t $5 billion a year 
with a 75 to 85 percent federal share. However, because of a 
varie ty of factors including inflation, unstable funding and over­
regulation, the 1983 goals will not be achieved unti l the  1990s, at 
least.

The EPA Construction  Gran ts Program is one of the  few federal­
ly-funded programs which provides both strong environmental and 
economic benefits. In addition to cleaning  up our nat ion’s waters, 
the program provides direct employment for more tha n 200,000 
persons each year.

The $3.7 billion appropriation level is already a drastic cut from 
the authorized $5 billion level and is in essence a fur the r reduction 
from the $3.4 billion of fiscal year  1980, when inflation  is factored 
in. Any fur ther reduction will halt or delay needed construction 
activities throughout the nation , resul ting in significant and possi­
bly drastic unemployment problems for industry, states and local 
communities.
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Fur ther , with any thr ea t of unstable funding, local governments 
will most certa inly hesit ate to begin necessary  plann ing and design 
activities. Communities must be assured that  the  promised federal 
funding will be available when the ir projects reach the construc ­
tion stage.

Congress must take  the necessary  steps to assure  an adequate  
and sustained level of funding for the  Clean Water Program.  If 
economic conditions were different, NUCA would strongly argue 
for a return  to the full $5 billion a year as au thorized.

With these considerations in mind, we urge this committee to 
fully support  the Pres iden t’s 1981 budget request of $3.7 billion for 
the EPA Construction Grants Program.

Furthermore, we would also like to add our support to the con­
cept of mu ltiyea r funding for thi s program.

For Congress to appropria te any less would fur the r delay achiev­
ing the objectives of this program and send a clear and possibly 
irreversible signal that it—the Congress—doesn’t really care about 
the program any longer.

We would also like to address the  subject of year-end unobligated 
balances of appropriated funds which has raised some concerns in 
Congress. Unobligated balances occur, not because the money isn’t 
needed, but because the design and construction phases of the 
process take so long to complete—in many cases, up to eight to ten 
years. There are projects in the  pipeline far beyond our present 
ability to fund them. Communities need these projects and plan on 
the funds becoming available when the ir projects are ready. The 
length of time it takes  to design and build a plan t or a system and 
its cost certa inly will not be reduced by cutting funds.

As you may know, last year, the  House Subcommittee on Over­
sight and Review of the  Public Works and Transportation  Commit­
tee held extensive hearings  on the Construction  Grants Program. 
The subcommittee’s mandate to EPA was “reduce by 25 percent  
the time it takes  to complete projects under the Act and report 
back to Congress in one y ear on the  progress you have made.” As 
one group who test ified at those hearings, we heart ily concur with 
the directive as issued by the  committee chairman,  Congressman 
Norman  Y. Mineta.

Yet to achieve that  directive, states and EPA nationally, must be 
assured  of reliable  funding, or else we run  into a start-s top situ a­
tion which will fur the r increase  the time it takes to complete c lean 
water projects. W ithout  a clear, long-range commitment, communi­
ties most likely  will postpone water clean-up efforts since they, too, 
are faced with financia l problems. How, in good conscience, can a 
mayor ask his citizens to pay for a bond issue to fund a needed 
clean water project if he cannot be assured  that the Federal Gov­
ernm ent will be matching th e efforts of his community as promised 
in the law?

We would also like to reques t that this committee address the 
President’s deferral action as it affects the  Clean Water Program.  
We have no quarrel with the  need to reduce federal expenditures 
next year and can certa inly accept the $95 million outlay deferral 
actions.

However, EPA has frozen only fiscal year 1980 funds, not prior 
yea r’s funds in the  pipeline. This has punished states  who are on
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schedule and expended the ir 1979 funds and are depending on 
fiscal year 1980 funds to keep the ir programs alive and moving. 
This uneven action has already part icula rly hurt 13 states,  includ­
ing Connecticut, New Hampshire , Rhode Island, Virginia, Missis­
sippi, Illinois, Wisconsin, Nebraska,  Arizona, California, Oregon, 
Washington, and Pennsylvania. Many other states  will feel the 
effect as we nea r the end of the fiscal year.

Finally, there is currently  more than $2 billion in fiscal year 
1979 funds still available and about $2.5 billion in the pipeline 
already awarded to communities but not yet into construction. We 
feel better inte rnal  management and flexibility with these funds 
could speed them into construction and more efficiently serve those 
communities seeking clean water. At the same time, the whole 
economy would benefit because of the  gainful employment for 
thousands of workers in th e construction industry.

NUCA strongly suspects that since the  deferral action on March 
11, the objective of reducing fiscal year  1980 spending by $95 mil­
lion may have already been achieved. If not, the agency certa inly 
could achieve the remainder administrative ly and apply it more 
evenly across all 50 states. We therefore request this committee  
support re jection of the deferra l action.

Since this is the Appropria tions Committee, we wish to also 
discuss with you a prelim inary concept paper currently being c ircu­
lated by EPA entitl ed “Federal Funding Strategy for the Contrac­
tion Gran ts Program.” This document addresses the problem of 
how to fund more than $100 billion of needs with only $45 billion 
in author ization . We believe that the direction EPA thinking  is 
taking is flawed and would cont ravene t he will of Congress. Sooner 
or later,  if this  think ing does not change, Congress will be forced to 
decide if EPA is indeed ignoring its legislative mandate .

Specifically, the concept paper  recommends priori ty ranking  for 
the various program categories. The assumed rank ing system is as 
follows:

Highest Priority—Secondary Trea tmen t, Advance Trea tmen t, 
and Combined Sewer Overflow;

Middle Pr iority—New Interceptor  Sewers and Correction of Infil- 
tration/Inflow; and

Lowest Prio rity—New Collector Sewers and Major Sewer Reha­
bilitation.

Based on these premises, the concept paper recommends virtu al 
exclusion of new collector sewers and major sewer rehabilita tion 
from funding eligibility, and a sharp curtailm ent of funding for 
interceptors.

Despite the obvious importance of the priori ty ranking, only 
minimal substantia tion for this hiera rchy is ever offered. The 
paper maintains,  for instance , that  “one factor supporting the low- 
ranking of new collectors is the ir frequent use to promote growth 
as opposed to rectifying existing  pollu tion problems.” Certa inly this 
concern is more than adequa tely refuted  and controlled by Section 
211(a) of the Clean Water Act which restr icts eligibility of new or 
rehabilitated  sewer systems only to existing communities.

EPA’s recommendation to rest rict or eliminate these  categories 
from funding eligibility is clearly cont rary  to the intent  of the  Act
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and represents an attempt to usurp sta te’s rights  in priority deter­
mination.

If this committee is interested  in fur the r informat ion on this 
question, we would be glad to furnish additional data  at a late r 
date.

Finally, to reitera te:
First, the Construction Gran ts Program must have stable and 

reliable levels of funding if the  program is to work, and $3.7 billion 
is the minimum figure we believe will be adequa te for 1981.

Second, the proposed presidentia l deferral of obligations this year 
to achieve a fiscal year 1981 outlay  reduction is applied inequi ta­
bly, and, since it has probably achieved its objective, we urge its 
rejection.

Third, we urge better management of existing grant funds; and
Fourth , Congress must be aware  of EPA’s long-range funding 

strategies which contravene the 1977 amendments to the Clean 
Water Act by eliminating or r estri cting  eligible categories.

We tha nk the committee for its indulgence and we would be 
pleased to answer any questions you might have.

Mr. Traxler. Thank you, Mr. Carson. Mr. Coughlin.
Mr. Coughlin. Thank you, Mr. Carson.
You indicated tha t the deferral had probably a lready  achieved its 

objective of reducing outlays by $95 million. Do you have any 
evidence to su bstantiat e that?

Mr. Carson. Yes, I believe EPA reacted  on the March 11 date 
following the presidential order. It is now several months later. 
Some of those projects have already been delayed, and certain ly 
between now and whatever point legislative action is taken in the 
House and Senate to adopt whatever measures are  going to be 
taken,  further  th ings along tha t line will happen.

I th ink, secondly, you have to recognize the lead time from when 
the funds are actually  given to the  community to construct a 
project, and the date by which it actua lly start s. Historica lly it is 
anywhere  from 3 to 6 months, so even if the deferral action is 
rescinded, and you go ahead and spend the money, it  is going to be 
September before it gets out of the pipeline and actua lly gets into 
the economy at tha t point. So we feel even as of today the objective 
has been reached on the  de ferral program.

Mr. Coughlin. And you indicate that  the agency could, if there  
were some remainder to be achieved, do so administra tively  and 
apply it more evenly across the 50 states. How would it do that?

Mr. Carson. The EPA has a number of ways of awarding funds. 
For instance, certa in projects get on line much faster tha n other 
projects. A complicated sewage treatm ent  plan t facility normally 
takes much more lead time before the money gets out into the 
economy, as opposed to, say, a sewer rehab ilitation program which 
has a shor ter startup time, so these kinds of choices are available 
within the EPA system to make those kinds of administrative  
decisions.

We are  not looking at  that many millions of dollars. I think just 
the sta rt of the economy may take  care of some of th at, and some 
of the local funding that has to go along with these  projects be­
cause of the high interest rates  and so forth. The localities may not 
quite be on stream, so that  may also become a mechanism by
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which admin istrat ively  there is some delay to the  award ing of 
grants. I thin k it is a combination of those types of actions that 
would administra tively  allow the EPA to balance that  money out.

Mr. Coughlin. Recently I met with some representatives of your 
industry , and if I recall properly they  were urging the release of 
Step I and Step II funds. Is th at correct?

Mr. Carson. That is right.
Mr. Coughlin. Will you refresh my recollection on that?
Mr. Carson. Step I and Step II are primarily the  enginee ring 

and design stages of wastewater projects. They are  not the  actual 
construction stages. Because of the  long lead time involved, if you 
don’t keep going on your Step I and Step II work, which is the 
design and feasibility studies, and so forth, we are going to hit  a 
spot maybe two years  down the road from now, three years  down 
the road, when the  program is going to hi t a lag only as a resu lt of 
not funding some of tha t work a t this  point.

In the interests  of keeping the program on target, keeping what  
you might say the enthusiasm among the cooperative state s that  
are doing a  good job of adm iniste ring it, they have built  up staffs, 
created  the mechanism to make sure we accomplish these  goals. If  
the funding is cut off so they can no longer be doing Step I and 
Step II, I t hink the  s tate  agencies are going to sta rt taking a look— 
maybe we should cut back—and the  whole program will begin to 
falte r as a result. So the Step I-Ste p II money is the  smal ler 
amount compared to Step III, so that  I think the  feeling of the 
group was, well, let’s keep that  portion going so that  we know 
ther e will be work coming out in the futu re from th e two.

Mr. Coughlin. Does the deferral go to the  Step I and Step II 
funds?

Mr. Carson. It is across the board.
Mr. Coughlin. Across the board?
Mr. Carson. Yes.
Mr. Coughlin. I jus t don’t know the  answer. Maybe you re­

searched this. Is it possible to rescind only that  portion of the 
deferra l that  goes to Step I and Step II or do you have to rescind 
the whole program? Or have you looked at that?

Mr. Buckhalt. We heard  varying opinions on it, Congressman. 
EPA is not too enthusiastic.  We thought it was a total  take-it-or- 
leave-it Step I, II, and III. OMB seemed to be very intrigued when 
talk ing to them about the possibility, but we have not had legal 
counsel on the possibility. We have met with both EPA and OMB 
and do not have a definitive answer. I would like to see what the 
legal si tuation is, frankly.

Mr. Coughlin. I would be interested  in t ha t too.
Mr. Carson. We will look a t it.
Mr. Coughlin. Tha t might  be something that this committee 

should take into consideration.
Thank you, Mr. Chairman.
Mr. Traxler. Thank you very much.
Mr. Carson. Thank you, gentlemen.
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SANITARY SUPPLY  ASSOCIATION

JOSEPH L. LYMAN, ESQ., OF LEITN ER, PALAN, LYMAN, MARTIN &
BERNSTEIN, WASHINGTON, D.C.

Mr. Traxler. Our next witness, Mr. Scott Whitney, representing  
the Internat iona l Sanitary  Supply Association.

Mr. Whitney. I am accompanied by Joseph Lyman, a colleague 
of mine. In our prepared statement, Mr. Chairman, we addressed 
several points, two of which appear to be hopefully at least being 
resolved in the legislative committee afte r negotiation which we 
had yesterday with members of the EPA, members of the  housing 
staff, and a varie ty of indus trial  representat ives, and so I plan to 
confine our stateme nt today to two problems which appear not to 
be resolved, and which appear to be problems which directly affect 
the proper use of the agency’s resources.

We think that both of these  problems const itute a rather signifi­
cant waste of EPA resources, and we know that  it creates a very 
counterproductive and, we think, unjust ifiable  economic burden  on 
the industry. The first  of these  two problems has to do with  some­
thing that is called the inert-active problem, and let me jus t ex­
plain that . In any pesticide formulation, and the Internat iona l 
Sani tary Supply Association is a group composed of about 2700 
companies that  are  principally  formulators  and distributors of in­
duced pesticide products that are essentially antimicrobic products, 
sanitized, things  that are used to protec t against disease, and that 
sort of thing. In the formulation of these pesticides ther e are 
substances which are used as solvents or as builders or as some­
thing  of th at  sort but which are  not pesticides in themselves, and 
for which no pesticidal claim is made or intended. Historically, 
industry , to be very frank with you, kind of brought the ir problem 
on themselves. Back in the 1940 s and 1950’s for marketing  reasons 
people, formulators, wanted to claim they had more active ingredi­
ents than some of th eir  competitors had, and so they were trea ting  
isopropyl alcohol and  e thanol and things l ike t ha t as active  ingredi­
ents. As the  EPA data  requirements or regis tration requirements 
became more complicated and sophisticated, these people were sort 
of hoisted with the ir own pe tard because they then  had to do their  
own research on inert substances being trea ted improperly  as 
active ingredients.  As the data  requirements got more complex, 
this became much more onerous. It also began to take  up an 
increasing  amoun t of the agency’s tim e and it is one of those things  
which ought to be corrected but, for inert ial reasons that  we don’t 
really understand, they haven’t.

Now we think tha t this has part icularly  come to a head now 
because two years ago when the  EPA adminis trato r was issuing
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regula tions implementing the Toxic Substances  Control Act, he 
indicated in the Federal Register notice that these part icular sub­
stances should and will be regula ted under TSCA, not unde r 
FIFRA, and I would like to take  a second to read the adm inis tra­
tive statement which sort of speaks for itself. This comes from the 
Federal Register rulemaking under TSCA, the  Toxic Substances 
Control Act:

“The adm inis trato r of EPA agrees that  raw mater ials, interme­
diates and inert ingredients produced or used in the manu facture 
of a pesticide are  substances or mixtu res which can be regulated 
under  TSCA. In order to be considered a pesticide, a substance  
must be intended for use as a pesticide.” And parethetica lly, as I 
indicated, they are not. They are used as solvents and builders  and 
chelating agents, but the active ingredient is the real pesticide. 
“The raw mater ials, interm ediates and ingredients produced or 
used in the manufacture of pesticides are  not the ingredients regu­
lated under  FIFRA and therefore are subject to the Toxic Sub­
stances Control Act.” We feel you have really got a dual situa tion 
here: One, these substances should not be regula ted and subjected 
to the extensive data  requirements that  active ingredients are, and 
properly are subjected to, and they in effect should be spontaneous­
ly deregulated. We thin k it is all the more true that this  should 
happen because now you have a classic case of double regulation.

The Administra tor has indicted that  these substances are  being 
regulated under  TSCA. I can speak for the industry . When the 
TSCA industry , as you may know, was compiled, all of these sub­
stances were listed on that TSCA invento ry and are presently 
there, and are present ly totally jurisd ictionally subject to EPA’s 
regulation under that statute,  and we simply think it is a great 
waste of everybody’s resources to continue this  way. And we would 
hope that you would direct EPA to discontinue this  practice and 
not to consume appropriated funds eith er directly  or indirec tly to 
regula te these substances under FIFRA.

Our second problem we also think has a good deal of merit. 
Without going into a lot of detail about how th e registrat ion proc­
ess occurs, suppose that  I were to manufacture  and to regis ter a 
formulated end-use antimic robial product, say a surgical scrub, 
something like tha t, and since I am a formula tor, to market  it 
typically in the trade you will have maybe 800, 1,000 distributors 
out there,  and you simply sell them this product, and it is identical. 
It is chemically in every respect identical to the  product that  is 
registered and fully regula ted under FIFRA by the  EPA. All that 
happens is it is marketed unde r a different tradename, with per­
haps a different packaging for marketing  purposes. But for the 
basic purposes of th e Act, to regulate to protec t the  public health 
and environment, you have already done all of t he testing of the 
product that the law requires at the time that  the  formulator 
produces a product and registe rs it.

These distributors are currently opera ting unde r something tha t 
is called a supplemental regis tration, in which they simply fill out 
forms and recite the regis tration number in my hypothetical com­
pany.

Unfor tunate ly, for reasons that  we frank ly don’t fully under­
stand, the EPA in the course of processing each of these hundreds
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and hundreds of supplemental regist rations, the  track  record varies 
but it can be as short as eight or ten weeks. Last summer it was a 
total moratorium. There was an absolute bogdown, and we see this 
as really a totally  useless expenditure of agency resources, and also 
it deters the marketing  of a product that  has already been totally  
cleared. It is just being marketed  unde r a noth er package.

We have a proposal tha t this whole thing could be simply done 
by a notification procedure. We think it is important that EPA 
keep track of who all these distr ibuto rs are, so th at  in the odd case 
where a distr ibutor is cheating and he is diluting or doing some­
thing, in enforcement they know where they are and they can 
monitor them for enforcement  purposes, but we th ink  this could be 
much better done by simply sending in a notification of th at  infor­
mation to the EPA, and allow these people to go ahead and market 
this already registered product without these  long delays, and with­
out the considerable expenses involved.

Those are  our two problems, and we wanted to bring them to 
your atten tion, because I think they directly impact on a prudent 
use of the  agencies appropriations and the ir resources.

[The statement follows:]
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My name is Victor Winik. I am Chairman of the 
Regulatory Advisory Committee of the International Sani­
tary Supply Association. ISSA is located at 5330 North 
Elston Avenue, Chicago, Illinois 60630. It has been in 
existence over 56 years and is composed of more than 
2,500 manufacturing and distributing, small business firms 
engaged in producing and selling cleaning and maintenance 
products and supplies used in hospitals, schools, food 
establishments, commercial businesses and institutions.
ISSA supplies janitors and maintenance workers throughout 
the United States and is concerned with the vital role 
which sanitary maintenance plays in providing better 
public health in the United States.

The Regulatory Advisory Committee IRAC], on which I 
serve as Chairman, is composed of fourteen representatives 
from the various member companies. This membership rotates 
and is representative of the various interests in ISSA - 
manufacturers of basic chemicals, formulators and distri­
butors. The purpose of the Committee is to advise the 
Board of Directors of ISSA concerning what position the 
Association should take with respect to legislation and 
regulations affecting the business activities of ISSA 
members. We also seek to keep members informed about the 
voluminous and complicated laws and regulations that relate 
to their business to foster compliance and avoid inadver­
tent violations. I assure you, Mr. Chairman and Members 
of this Committee, that we are devoted to the objective of 
protecting public health and the environment. Our advisory 
and members information program is especially important 
because a significant percentage of ISSA members are small 
businesses and most members simply cannot afford to hire 
an expert to keep them informed about the ever-increasing 
number of laws and regulations that affect their business.

Last year, I appeared before this Committee to submit 
testimony on behalf of ISSA concerning the Environmental 
Protection Agency's lEPA's] implementation of the Pesti­
cide Act of 1978. ISSA had hoped that the EPA would take 
full advantage of the new provisions enacted by the Congress 
in 1978 to correct past mistakes and provide a reasonable 
and workable regulatory program for pesticides. When we 
testified last year we pointed out several serious defi­
ciencies in the EPA implementation program which involved 
substantial waste of that agency's resources, but at that 
time we recognized that the EPA had had less than a year 
to adapt to the new provisions of the 1978 legislation.

I am sorry to report, Mr. Chairman, that although an­
other year has passed, ISSA is faced with essentially the 
same problems today as we faced this time last year. EPA 
is still engaged in what we contend are serious misuses of 
agency resources which also significantly and unnecesarily 
increase compliance costs for the pesticide industry. I
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do not intend to be unduly critical of the EPA. ISSA recog­
nizes that some of their most difficult problems have been thrust upon them by court decisions, for example, the so- called "cite-all" problem. But there are other problems 
which could be quickly cured if only EPA would exercise its existing powers properly.

Mr. Chairman, we have presented to the House Agricul­ture Committee a concise statement of our grievances and our recommendations how to solve the problems.
First, ISSA believes the time is long overdue to correct the "cite-all" problem. EPA presently requires applicants for conditional registration of pesticides "...to acknowledge reliance on all scientifically pertinent data..." which have been submitted to EPA after December 31, 1969 

(44 F.R. 27947, May 11, 1979). This mandatory cite-all applies to "...registration of a technical-grade or manu­facturing use product." (id.). Although EPA purports to 
allow an alternative method of supporting a registration application for a formulated end-use product (id.), in 
practice EPA's Office of Pesticide Programs (OPP] has vacillated and frequently requires cite-all.

Under EPA's mandatory cite-all an applicant must write to all parties who have referenced any of the active ingre­dients in the formulation and offer to pay. Even for com­
paratively simple formulae this frequently entails writing more than a thousand letters. EPA has acknowledged that the resulting "transaction costs" are substantial, espe­
cially for end-use formulations (id.). In addition to these "transaction costs," this system creates multiple contingent liabilities for the applicant which is a seri­ous deterrent to developing new products.

ISSA believes mandatory cite-all is unlawful under 
the present terms of S3 (c) (1) (D) which clearly provides for alternative methods of supporting an application, i,e., supplying the applicants' own test data or citation "...of data that appears in the public literature or that previously had been submitted to the Administrator..." between the 
period December 31, 1969, and September 30, 1978.

Moreover, §3 (c)(1)(D)(ii) requires the applicant to make an offer to compensate the original data submitter, not everyone who has referenced the substance during the 
pertinent time period. However, because of the inadequacy of the EPA filing system it is not possible to identify original data submitters. EPA formerly overcame this 
problem by publishing in the Federal Register a notice that 
an application has been filed, a listing of the active ingre­dients, and the original data submitters had the burden of coming forward and establishing that compensation was 
due. This method was declared unlawful by the U.S. Dis­
trict Court for the Western District of Missouri on the ground that 3(c)(1)(D) contemplates a specific offer of
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compensation made by the subsequent applicant to the ori­
ginal data submitter. (Mobay Chemical Corporation v.
Costle, 447 F.Supp. 811, at 822J. The Court noted that 
EPA does not maintain an "indexing system" that enables 
that applicant to identify the original data submitter, 
but held that it lacked power to direct EPA to do so and 
concluded that Congress should act to rectify the situa­
tion lid.].

ISSA recognizes that the primary purpose of these 
hearings is to consider EPA's appropriations rather than 
considering new amendments to FIFRA. We have asked the 
House Agriculture Committee to adopt a simple amendment 
to S3 (c) (1) (D) (i) to correct the cite-all situation. THis 
amendment would be in the nature of a technical correction 
made necessary by the court decision. The technical cor­
rection would simply make possible the implementation that 
Congress originally intended by restoring the Federal 
Register notification system. In the meantime, we hope this 
Committee will urge EPA to abandon mandatory cite-all and 
allow applicants to rely upon the alternative methods of 
documentation.

A second major problem is the EPA ’s misuse of its 
powers under §3(c)(2)(A). This Section clearly directs 
the Administrator to publish guidelines that specify the 
data required to support registration of pesticide products 
and directs that these guidelines be kept up to date and 
abreast with scientific progress. S3 (c)(1)(B) also empowers 
the Administrator to require additional new data to support 
existing registrations. This assures that even registered 
products must be subjected to newly discovered tests to 
obtain up-to-date scientific information concerning their 
effect on public health and the environment.

Over the past three years the EPA has been developing 
a variety of new guidelines under this statutory authority, 
which are intended to supplement the last guidelines which 
EPA adopted pursuant to rulemaking requirements imposed 
by the Administrative Procedure Act 140 CFR Part 162,
Subpart A, July 3, 1979]. Some, such as Subpart F,
Hazard Evaluation: Humans and Domestic Animals, have been 
proposed in the federal Register. Some, such as Subpart 
G, Efficacy Guidelines, have merely appeared in draft form.

The problem is that the EPA imposes many of these 
data requirements on applicants for registration regardless 
of whether the Guidelines are final, proposed or merely 
in draft form. This creates great confusion, substantial 
delay, unnecessary expense and a good deal of unnecessary 
animosity on the part of small companies who feel they 
are being given the run-around by big government. A good 
example of this abuse involves a member of ISSA who sought 
to register an antimicrobial product and after a year of 
delay, was told in writing by EPA that if certain tests 
were done, registration would be granted. The company
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had the tests conducted by a prominent medical school, 
but when the results were submitted to EPA, EPA requested 
still further tests concerning efficacy.

This places a company, especially a small company, 
in the position of having to abandon the product and cut 
its losses, because even if they spend the additional 
money for the new efficacy tests, they have no assurance 
EPA will not require additional data before granting 
registration.

I want it clearly understood that ISSA does not 
oppose submission of adequate data to enable the EPA to 
do its job. Our interpretation of 3(c)(2)(A) is that an 
applicant for registration need only supply the data set 
forth in EP A’s final guidelines on the day the application 
is filed. If EPA devises additional data requirements 
after that date, EPA must utilize 3(c)(2)(B) to get these 
new data to support the registration, but is not empowered 
by the law to delay grant of the registration and make 
submission of the new data a condition precedent to gran­
ting registration.

We believe the law as presently written is adequate, 
but we hope this Committee will include in its Report, 
a direction to the EPA that it conform its registration prac­
tice to the clear purport of the law. This would greatly 
improve the efficiency of the EPA registration process.

Our third problem also relates to data requirements.
In our testimony last year, we applauded Administrator 
Costle's statement,

...it has become increasingly clear that 
we are spending far too much time on individual 
end-use formulation applications, and that 
the whole structure for registration needs 
to be focused primarily on the chemicals 
themselves rather than thousands of indi­
vidual applications for products containing 
mixtures of chemicals.

It was on the basis of this statement, inter alia, that 
Congress enacted the "Simplified Procedures" and exemp- 
tion provisions set forth in 53(c)(2)(C) and (D) of 
the 1978 Act. The intent of Congress was made quite 
clear:

This streamlined approach is contrasted 
to the existing process that treats each 
registered product independently, with a 
concomitant repetition of active ingre­
dient review and evaluation. Generic 
registration will permit the 4,200 busi-
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nesses engaged in formulation or labeling 
of end-use products to submit simplified 
applications to EPA, and will relieve them 
of responsibility to offer to pay for 
the registration data submitted by suppliers 
of technical material lexcept in the price 
structure of the technical material].

Shortly prior to enactment of the above simplified 
provisions, the EPA had issued proposed Guidelines which 
would impose on formulators six testing regimes involving 
acute toxicity tests:

FORMULATED PRODUCT

Acute oral toxicity —  Section 163.81-1 

Acute dermal toxicity —  Section 163.81-2 

Acute inhalation toxicity —  Section 163.81-3 

Primary eye irritation —  Section 163.81-4 

Primary dermal irritation —  Section 163.81-5 

Dermal sensitization —  Section 163.81-6

The above-noted list of tests that would be required 
of formulators is, however, by no means all of the testing 
and data requirements the proposed guidelines would impose 
on formulators. In addition to the aforementioned six 
test protocols (multiplied by the use dilution formula­
tions) , the proposed guidelines would impose:

1. Subchronic oral dosing studies, §163.82-1, pro­
vides that such studies will be required for manufacturing- 
use and formulated products if use of the product is likely 
to result in repeated human exposure through the oral 
route. This could be construed by EPA to apply to sani­
tizers used in kitchens, on food contact surfaces and on 
dishes.

2. Subchronic 21-day dermal toxicity studies (§163. 
82-2) or Subchronic 90-day,dermal fcoxicity studies (163.82- 
3). Under the proposed guidelines, the 2i-day test would 
be required of manufacturing-use and formulated products
if its use is likely to result in repeated human skin 
contact. This could be construed by EPA to include a 
housewife or maintenance worker who uses a toilet bowl 
sanitizer on a weekly basis. The 21-day test is not re­
quired if the 90-day tests are done. The 90-day test 
requirement would be triggered by use, for example, of
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chlorine in a swimming pool.

3. Chronic feeding studies, $163.83-1, provides 
that "all pesticides involving repeated exposure are sub­
ject to this data requirement". (Emphasis added] It 
specifically provides that the requirement applies to 
manufacturing-use and formulated products and cites exam­
ples of use including, inter alia, in and around residen­
ces, swimming pools, and in enclosed working places or 
their immediate vicinity.

4. Oncogenicity studies, $163.83-2, would require 
such tests of manufacturing-use and formulated products 
if the product is likely to result in human exposure over 
a portion of the human life span which is significant in 
terms of either the time the exposure occurs (e.g., dia­
pers) or the duration of exposure (e.g., swimming pool 
additives or indoor use pesticides in aerosol form).

5. Teratogenicity studies, $163.83-3, would require 
such tests of manufacturing-useand formulated products 
which may reasonably be expected to result in significant 
exposure to human females (e.g., a woman using saniti­
zing products).

6. Reproduction studies, $163.83-4, would require 
such tests of manufacturing-use and formulated products 
if the product is likely to result in significant human 
exposure to the product.

7. General metabolism studies, $163.85-1, would 
require such studies of manufacturing-use and formulated 
products if the product required a chronic feeding study 
or an oncogenicity study discussed supra.

8. Domestic animal safety tests, $163.86-1, would 
require ten tests related to domestic animals if domestic 
animals are exposed to either manufactured or formulated 
pesticide products.

Last year ISSA made the point that the EPA should 
revise the proposed Guidelines to remove the requirement 
that formulators of end-use products conduct the foregoing 
chronic and subchronic tests provided, of course, that 
such tests have been conducted by the manufacturer of 
the basic pesticide chemical utilized in the end-use 
formulation.

ISSA has filed two formal written requests to the 
EPA seeking to rectify this situation and met with EPA 
officials in October of 1979 requesting relief. The EPA 
position appears to be that it does not intend to enforce 
these chronic and subchronic data requirements upon for­
mulators of end-use products at the present time, but it 
refuses to amend the language of the proposed regulations. 
We respectfully submit that it is poor regulatory policy 
to propound regulations that say one thing, when in fact, 
the agency operates differently. While it is not possible 
to quantify the savings that a more orderly process would

6 3 -2 7 7  0 - 8 0 - 2 2
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realize, we think that substantial agency resources are 
wasted by needless dispute and possible litigation.
We therefore hope this Committee will direct the EPA to 
conform its Guidelines to be consistent with existing law.

Finally, ISSA contends .that the EPA ’s present method 
of processing applications for Supplemental Registrations 
can be simplified, expedited and done at substantially 
less cost without interfering with the objective of the 
Act to protect public health and the environment. A 
Supplemental Registration is the registration of an already 
tested and registered end-use product which is packaged 
by the registrant but sold by distributors of the registrant 
under the distributor’s product name. The contents of the 
product sold by the distributor is the same as the product 
registered by the registrant. The only difference is the 
name, and the label of the distributor's product clearly 
references the original EPA registration number.

Under current EPA practice, an applicant for a 
Supplemental Registration is required to fill out an EPA 
form which requires disclosure of the product registra­
tion number, the distributor's EPA number, the name and 
address of the registrant, the product name, the regis­
trant's signature, the distributor's name and address, 
the distributor's proposed product name and the distribu­
tor-applicant's signature.

The EPA usually takes six to eight weeks to process 
this application. In some instances this process takes 
substantially longer and during the summer and fall of 
1979 a substantial delay period was usual.

ISSA respectfully submits that the EPA has legal 
authority and should in the interest of efficiency allow 
applicants for Supplemental Registrations to simply send 
notification to EPA setting forth the above information 
and immediately begin to market the product without waiting 
for EPA processing. This procedure would save substan­
tial agency resources and facilitate the marketing of 
already registered products.

Mr. Chairman, ISSA appreciates this opportunity 
to bring to the Committe's attention the foregoing mea­
sures which if adopted would substantially improve pesti­
cide regulation and the cost-effectiveness of EPA.

Thank you.
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Mr. Traxler. Thank you very much for this inte rest ing inform a­

tion. Mr. Coughlin?
Mr. Coughlin. I am just  trying to think of how we would specifi­

cally address these  problems.
Mr. Traxler. I wish you had n’t asked tha t. I was doing well.
Mr. Coughlin. As a Subcommittee, what would you suggest we 

do?
Mr. Whitney. Well, I think  it would be helpful if the committee  

in shor t report language simply indicated that  they were aware  of 
these problems and that  they shared the  view that it did constitu te 
a waste of agency resources, because I think it is fai rly well known 
that this committee has rather considerable persuasive force with 
agencies throu gh the ir appropr iations,  and I suppose technically 
you can even have a restric tion on the appropriations that no 
funds be spent  for activities which a re regarded as improvident and 
duplicative.

Mr. Coughlin. Could you provide the subcommittee  with sug­
gested report language?

Mr. Whitney. We would be delighted.
Mr. Coughlin. I can ’t guarantee it would be included.
Mr. Whitney. We would be very happy to fashion something 

along tha t line and to submit it for your consideration.
Mr. Coughlin. Thank you very much.
Mr. Traxler. T hank  you very much.
Mr. Coughlin. T hank  you, sir.

Environmental Protection Agency

WITNESSES

NEIL SAMPSON, EXECUTIVE VICE PRE SIDENT , NATIONAL ASSOCIATION
OF CONSERVATION DISTRICTS 

JIM LAKE, PROGRAM SPEC IALIST, NACD

Mr. Traxler. We welcome Mr. Neil Sampson, Executive Vice 
President, National Association of Conservat ion Districts.

We will submit your s tatemen t for the record.
Mr. Sampson. Let me thank you for the chance to appear.
We have a lengthy paper to demo nstra te some of the things 

involved in 208 management  responsibil ity that many of our con­
servat ion distric ts are carrying out, and we did i t to indicate to you 
some of the financial  implications of that. I certa inly won’t go 
through that  but I would appreciate  it if you could include our 
statement as p art  of the  record.

Mr. Traxler. We will be happy to.
Mr. Sampson. We would like to focus today on some of the 

programs of the Environmental Protect ion Agency tha t are  of spe­
cific inte rest  to our conservation districts who work primarily in 
the area of the prevention  of nonpoint-source pollution and have 
worked very closely with the  208 program.

This continuing planning program we feel has done a great deal 
around the country to not only ale rt people to where the  problem 
of nonpoint-source pollution existed, but where the solutions might 
lie, and where some of the  insti tutional and management and
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financial and regulato ry and volun tary and other types of arra nge ­
ments are going to need to be made.

The conservation distric ts have been involved, as I say, from the 
very outset, and I thin k right  now a re somewhat  disturbed  by the 
budget proposal to cut the 208 program back from i ts current $37.5 
million to its $34 million level as proposed.

NACD has taken a hard  look at this, and believes tha t an in­
crease in this program to $40 million in fiscal year 1981 would be 
justified. Tha t would represent a $2.5 million increase over 1980, 
and we offer t ha t as a recommendation for th e Committee’s consid­
eration.

We just think there has been a tremendous investment of time 
and money and energy by people all over this country. They sta rt­
ed at the request of this  Congress th at  we make a national goal to 
clean up the waters of this land by 1983, and I th ink we a re getting 
into the final stages of th at commitment,  and I hope you will take 
a hard  look a t these signals tha t are sent out in the appropriations  
bill on that par ticu lar effort.

The clean lakes program, Section 314, has been an intere sting 
case of another program in the Clean Water Act tha t has come 
into much more view since the 208 planning process has begun. 
There are many areas where the 314 program, the  clean lakes 
program, is being looked a t as a very excellent vehicle for carrying 
out some of the land trea tment  required to clean up a  lake, and we 
would suggest that that  program should be continued at the same 
level as last year.

The Second 106 program, the state program grants, are now 
being used to support some of the nonpoint-source activities, and 
we support  the Pres iden t’s budget in t ha t regard.

Finally, we would like to point out the renewable resources 
research  and development activity in EPA. There is a grea t deal 
that we don’t know about the connection between what happens on 
the land and what happens in the water. There are currently  
experimental clean water projects around the  country, model im­
plementation projects where people a re hard  at work to try to get 
tha t conservation and those pollution prevention practices on the 
land, and we surely  need the support of EPA’s research and devel­
opment efforts to help us identify the connection between those 
practices and what  actually  happens in the water.

We would like to thank you for this opportuni ty. I point out at 
the end a finding that  came into USDA on a Louis Harris poll 
where, when people were asked if they were willing to spend more 
money for programs to clean up our nation’s water, overwhelming 
support resulted,  so we are hopeful that  that is the sort of support  
you can get as you go through the difficult task  we know of finding 
money to fund these programs.

Thank  you very much. We will be happy to respond to questions.
[The stat ement follows:]
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a

NACD RECOMMENDATIONS ON THE 1981 APPROPRIATIONS 
ACT FOR HUD-INDEPENDENT AGENCIES

AGENCY AND PROGRAM
ENVIRONMENTAL PROTECTION AGENCY

W ate r Q u a li t y  P la n n in g  (2 08) 
C le an La ke s P ro gr am  (3 14 ) 
S ta te  Pro gr am  G ra n ts  (1 06 ) 
Ren ew ab le Reso urc es (R&D)

FY 1980 FY 1981
A p p ro p r ia t io n s  B udget

3 7 ,5 0 0 ,0 0 0
1 5 ,0 0 0 ,0 0 0
4 8 ,7 0 0 ,0 0 0

3 ,0 7 1 ,0 0 0

3 4 ,0 0 0 ,0 0 0
1 3 ,4 0 0 ,0 0 0
4 8 ,7 0 0 ,0 0 0

300 ,0 00

NACD
Re co mmen da tio n

4 0 ,0 0 0 ,0 0 0
1 5 ,0 0 0 ,0 0 0
4 8 ,7 0 0 ,0 0 0

3 ,0 0 0 ,0 0 0

T he re  a re  s e v e ra l pro gr am s o f  th e  E n v ir o n m e n ta l P r o te c t io n  Agen cy  o f  in t e r e s t  
an d co n ce rn  to  c o n s e rv a t io n  d i s t r i c t s .  A lt h o u g h  th e  o v e r a l l  FY81 B udget R equest 
show s a m od es t in c re a s e ,  we a re  conce rn e d  a b o u t s e v e ra l in d iv id u a l  p ro g ra m s , as 

f o l lo w s :

S e c ti o n  208 , W ate r Q u a li t y  P la n n in g ,  i s  a c o n t in u in g  p la n n in g  p ro c e s s ,  b u t  
i s  p ro posed f o r  a de c re a se  in  fu n d in g  o f  $ 3 .5  m i l l i o n .  NACD b e li e v e s  t h i s  d ec re ase  
i s  u n w is e , in  l i g h t  o f  th e  c o n t in u in g  ne ed  f o r  c o n t r o l o f  n o n -p o in t  so u rc e s  o f  
p o l lu t io n  fr o m  urb an  and a g r ic u l t u r a l  a re a s , as  w e ll  as  th e  in c re a s in g  ne ed f o r  

p r o te c t io n  o f  g ro u n d w a te r.

S e c ti o n  31 4 , C le an La ke s P ro gra m , is  d e s ig n e d  t o  c o n t r o l  p o l lu t io n  o f  f r e s h ­
w a te r  la k e s ,  in c lu d in g  la n d  t re a tm e n t o f  up la n d  a re a s . Th e 20 8 p la n n in g  p ro ce ss  
ha s id e n t i f i e d  many a re a s  w here  th e  S e c ti o n  314 p ro gra m  is  a p p li c a b le .  Th e p r o ­
po se d $ 2 .6  m i l l i o n  c u t  in  th e  fu n d in g  o f  t h is  pro gra m  i s ,  in  o u r  o p in io n ,  u n w is e , 
now t h a t  s o lv a b le  pro b le m s ha ve  been  i d e n t i f i e d .  NACD recomme nds t h a t  t h i s  p ro gra m  
be fu nded  a t  a le v e l  a t  le a s t  equ a l t o  FY80 le v e ls .

S e c ti o n  106 , S ta te  P ro gr am  G ra n ts , a re  us ed  f o r  th e  s u p p o r t  o f  o v e r a l l  
ma nageme nt o f  s t a te  w a te r  q u a l i t y  p ro g ra m s. NACD recomme nd s t h a t  t h is  p ro gra m  be 

fu n d e d  a t  FY80 le v e ls .

Re ne wab le  Reso urc es (R&D ) re s e a rc h  s u p p o r t in g  e v a lu a t io n  and a n a ly s is  o f  
b e s t  management p r a c t ic e  a l t e r n a t iv e s  f o r  a g r ic u l t u r a l  a c t i v i t i e s  c o n t r ib u t in g  to  
n o n -p o in t  s o u rc e  p o l lu t io n .  The e x p e r im e n ta l R u ra l C le an W ate r Pro gra m  (RCWP) in  
th e  D e part m ent o f  A g r ic u l t u r e  was fu nded  in  1980  a t  $ 5 0 ,0 0 0 ,0 0 0 . T h ir t e e n  RCWP 
p r o je c ts  ha ve  be en  a p p ro ve d . Th e FY 198 1 b ud ge t d e s ig n a te s  $ 2 0 ,0 0 0 ,0 0 0  f o r  a d d i­
t io n a l  RCWP p r o je c ts .  R&D fu n d in g  and manpowe r in  EPA i s  e s s e n t ia l t o  p r o v id in g  
c o o p e ra ti v e  s u p p o r t  t o  USDA in  m o n it o r in g  and a n a ly z in g  e f fe c t iv e n e s s  o f  BM P's  in  
RCWP, C le an L a ke s , an d o th e r  w a te r  q u a l i t y  e f f o r t s  in  a g r i c u l t u r a l  a re a s .

National Association o f Conservation Distric ts 
1025 Vermont Ave., N.W., Washington, DC 20005 

(202) 347-5995
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e l

Statement
of

Ne il Sampson, Executive Vice Pres iden t, NACD 
to the

HUD - Independent Agencies Subcommittee 
of  the

House Committee on Appro priations 
May 7, 1980

Mr. Chairman. Members of  the Subcommittee.

I am Neil Sampson, Executive Vice President of  the National 

Association of  Conservation D is tr ic ts  (NACD). The Nationa l Associa tion 

of  Conservation D is tr ic ts  is the na tiona l spokesman fo r the na tio n 's  

2,950 conservation d is tr ic ts .  Conservation d is tr ic ts  are estab lished 

under state law in every st at e,  Puerto Rico and the V irg in  Is lan ds .

They are charged to ca rry  out programs fo r the conservation of s o il ,  

water, and re la ted resources at the local le ve l.

Our testimony w il l focus on several programs of the 

Environmental Protec tion Agency that  are of  in te re st  and concern to 

conservation d is tr ic ts .  Although the ov er al l FY81 budget request fo r 

EPA shows a modest increase, we are concerned about several individu al  

programs that  are not rece iving  the p r io r it y  at te nt ion they deserve.

Sect ion 208, Water Qua lity Planning, is a continu ing  plann ing 

process, but the 1981 budget proposes a decrease in fund ing of  3.5 

m il lio n . NACD be liev es th is  decrease is unwise, in li g h t of  the 

increa sing need fo r preven tion  of nonpoint sources of  po llu tion .

Section 208 was envisioned by the Congress as a process to id e n ti fy  a ll  

sources of  po int and nonpoint source po llu ti on , assess th e ir  

si gn ifi ca nc e and develop a plan fo r so lving  them. Many sta te and 

areawide water qua li ty  management plans are completed or near ly so. 

C hara cte ris tica lly , those plans are very general in nature and do not
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inc lude the specifi c elements or arrangements needed to assure th e ir  

implementat ion.  I f  208 plans are to serve the purpose fo r which they  

were intended, a s ig n if ic a n t amount of  work is s t i l l  necessary. Many 

in s ti tu ti o n a l arrangements and st ra tegies  must s t i l l  be worked out at 

fe der al , s ta te , and loc al lev els  before  s ig n if ic a n t implementat ion can 

re su lt .

Conservation d is tr ic ts ,  fo r example, have been designated in 

most statewide ag ricu ltu ra l nonpo int source plans as the management 

agency respon sib le fo r implementing that  portion  of  the pla n,  but the 

plans stop short of in te gr atin g conservation d is t r ic t  programs and 

auth ori ties wi th the water qua li ty  plan that  the d is tr ic ts  are 

designated to ca rry  ou t. This is a cr uc ia l link that  must be added 

through the cont inu ing  planning process. Sim ila r in s ti tu ti o n a l 

problems can be id en ti fied  fo r a ll  the agencies designated in the plans 

to  implement various  cont ro l programs.

NACD be lieves that  the costs associated wi th in te gr atin g state 

and loc al programs in to  the federally-mandated 208 planning  and 

implementation process should be borne by the fede ral government. We 

therefore request that  the 208 program be funded at 40 m il lio n  in FY 

1981 ra ther  than the 34 m il lio n  proposed in the Pr es iden t's  budget.

This represents a 3.5 m il lio n  increase over 1980.

We are convinced that  the c re d ib il it y  of  th is  en ti re  program 

hinges on how well the arrangements are made and ca rri ed  out to 

implement the plans.  There is a tremendous investment of  money, time  

and energy in th is  208 planning process, and we must not fa lt e r  or lose 

our sense of  purpose as we approach the f in a l,  and most c r it ic a l,  

stage. Congress in it ia te d  the task , and state and loca l governments, 

as well as pr ivate c it iz e ns , have responded adm irab ly. We must not now 

send the signal that  a ll  that  e ff o r t has been in vain and that  the 

res olv e of  the Congress is weakening.

Once the in s ti tu ti o n a l arrangements have a ll  been made and the 

implementation of the 208 plans is under way, reduct ions in the fede ra l 

leve l of  support fo r the planning process w il l be in ord er.
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NACD has re cen tl y  developed a paper e n ti tl e d  "R oles , 

R e sp o n s ib il it ie s , and O ppor tu niti es fo r  Management Agencies in Rural 

Nonpoin t Program Imple me nta tion"  which addresses in d e ta il  many o f the 

poin ts  we have h ig h lig h te d  in our  test im ony.  I t  is  appended to  our 

sta tem ent and we would ask th a t i t  be inclu de d in the  re co rd .

Se ction  314, the  Clean Lakes Program, is  designed  to  con tr o l 

p o ll u ti o n  of  our fres hw ater  lake s,  in cl ud in g  land tre atmen t o f upland 

areas th a t dr ain in to  them. The 208 plan ning  has cre ated  inc rea sed 

awareness of  the  Clean Lakes Program, as the  208 pla ns  id e n t if y  many 

areas where th is  program is  app lic ab le . Requests fo r funds  under the  

Clean Lakes Program are at an a ll  tim e high.

I f  the  Congress is  in te n t on meeting the  goa ls of  the  Clean 

Water Act,  i t  is  un tim ely to  reduce the  programs th a t can p la y a 

s ig n if ic a n t ro le  in meeting those go als . NACD recommends th a t th is  

program be funded at the  FY80 le ve l o f 15.6 m il li o n .

Se ction  106, Sta te  Program Grants,  are used fo r  the  supp or t o f 

ove ra ll management of  st ate  water q u a li ty  programs. U n ti l re c e n tl y  106 

funds were used e n t ir e ly  to  support  adm in is tra tion  o f po in t source 

programs. Now, sta te s are also  using a port io n  of  th is  fund  to  support  

nonpoint  source programs as w e ll . NACD recommends th a t th is  program be 

funded at 48.7 m il li o n ,  the  same as proposed in the  FY81 budget.

Renewable Resources Research and Development (R&D), is  needed 

fo r  res earch  on the  eva lu atio n and analysis o f best management p ra ctice  

a lt e rn a ti ve s  fo r  a g ri c u lt u ra l a c t iv it ie s .  One new demand has been 

crea ted by The Experimental  Rural Clean Water Program in the  Department 

of A g ri cu lt u re , which was funded at  50 m il li o n  fo r  FY80.

Thi rteen RCWP pro je c ts  have been in it ia te d  in FY80. An oth er $20 

m il li o n  is  proposed in  the  FY81 budget fo r  RCWP p ro je c ts . One reason 

the  Rural Clean Water Program is ca lle d  an "E xp er im en ta l" program is 

th a t we do not have adequate in fo rm atio n about the  impact  of  va riou s 

BMP's on water q u a li ty  or the  cost e ffective ness  of  such a program.
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R&D funding and manpower in EPA is esse nt ia l to provide the 

cooperative support needed by USDA in mo nitoring  and ana lyz ing the 

ef fect ive ne ss  of  BMP's in RCWP projec ts and other ag ri cu ltu ra l areas.

We therefore recommend 3 m il lion  do lla rs  fo r that  purpose in FY81.

In closing , I want to po int  out a s ig n if ic a n t fin d in g that  came 

from a Louis Ha rris Po ll conducted re ce nt ly  as part of  USDA's study 

under the So il and Water Resource Conservation Act of  1977. Accord ing 

to that  p o ll , 95 percen t of  the public ind ica tes that  they would 

support increased fund ing fo r programs to clean up our natio n 's  waters. 

A ll of these programs that  we have provided testimony  on here today can 

have a s ig n if ic a n t impact on that  v it a l na tiona l e ff o r t.
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208 WATER QUALITY MANAGEMENT:
ROLES, RESPONSIBILITIES, AND OPPORTUNITIES 

' FOR MANAGEMENT AGENCIES IN 
RURAL NONPOINT SOURCE PROGRAM IMPLEMENTATION

INTRODUCTION

In an e f fo r t  to  prov ide a us ef ul  re fe renc e to o l fo r  agencie s,  

or ganizatio ns and c it iz e n s  invo lved  in  Water Q ua lit y  Management, the 

Nat iona l Ass oc ia tio n of Conserv ation  D is tr ic ts  has prepared  the  fo llow in g  

in fo rm atio n on Roles, R e sp o n s ib il it ie s , and O ppor tu niti es of  Nonpoin t Source 

Water Q ua lit y  Management Agencies in imp lement ing nonpoint  source prog rams. 

The paper is  fo r  gen era l in fo rm atio n on ly  and is  no t inte nded to  be a ll  

in c lu s iv e . I f  you have any qu es tions  or comments on the document, please  

forward them to  Robert E. W ill ia m s, D irecto r of  Spec ial P ro je c ts , NACD, 1025 

Vermont Avenue, NW, Washing ton, DC 20005.

DESIGNATION

Section  208, sub part (c )( 1 ) o f Public  Law 92-500, The Clean Water A ct,  

spec if ie s  th a t the Governor o f each State sha ll desig na te one or  more 

management agencies fo r  each plan ning  area. Th is sha ll be done in 

consu lta tion  w ith  the pla nn ing agency, a t,  or p ri o r  to , the  tim e the  Water 

Q ua lit y  Management Plan is  c e r t if ie d  by the  Governor and subm itted  to  the  

EPA Regional A dm in is tra to r.

More s p e c if ic a ll y ,  ru le s governing Water Q ua lit y  Management issued by 

the Environmental Pro te ct io n Agency (EPA) on May 23, 1979 in the  Federal  

R egis te r,  Subpart  G, Se ction  35 .15 21 -3 , "Plan  Development Requirements"  

st ate s th a t "the  plan sh a ll id e n ti fy  a sp e c if ic  management agency to  

implement each o f the  p la n 's  pro grams". Thus, a plan might  de sig na te  a 

d if fe re n t  management agency to  implement a program fo r  c o n tr o ll in g  each 

nonpoin t source ca tego ry  such as a g ri c u lt u re , s il v ic u lt u re ,  m in ing,  

construc tion , stormw ater management, e tc . or a s in g le  management agency 

migh t be designated  to  implement programs fo r  two or more no npoint  source 

ca te gories.

When ther e is  more than one agency desig nated  to  implement the  va rio us  

no np oint  source ca ta gories, th er e must be one agency w ith  o ve ra ll  management
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a u th o r it y  and re s p o n s ib il it y . (See ty p ic a l management scheme, At tachment 1) 

The reason fo r  having one agency w ith  ove ra ll a u th o ri ty  is  ob vio us  — 

someone must in it ia te  the ac tion , co or dina te  the  va riou s a c t iv it ie s  between 

the management agencies and,  most im port an tly , prov ide the leaders hip  th a t 

re su lt s  in imple me nta tion o f the  to ta l p lan.  In most cases, the lead 

management agency w il l be the  sta te  water  q u a li ty  agency sinc e i t  is  

u lt im a te ly  re sp on sible fo r  the  program.

In many 208 Water Q ua lit y  Management Plans the  agencies th a t are  

de leg ated  re s p o n s ib il it y  fo r  imp lement ing sp e c if ic  nonpoint  sou rce 

ca te gories, bu t which are workin g under  the  a u th o ri ty  o f an o ve ra ll  

management agency , w il l be re fe rr ed  to  as f a c il it a t in g  or  imp lem enting 

agencies ra th er than management agencies.

The EPA re gu la tions also  pro vide, under se ct ion 35 .15 27 , "E va lu a tion  of  

Management Agency Perfo rmance," th a t i f  the  EPA Reg ional A dm in is tra to r 

de term ines , a ft e r  consu lta tion  with  the  ap pr opria te  plan ning  agency, th a t 

the management agency(s) are no t meeting th e ir  re s p o n s ib il it ie s  e f fe c t iv e ly  

and on tim e, he or  she may wi thdra w acceptance of  the  management agency( s) 

and requ es t the Governor to  tak e co rr e c ti ve  act ion in cl ud in g  desig nation o f 

a new management ag en cy (s).

ACCEPTANCE

Se ct ion 35.1521-3 (c )( 2 ) st ate s th a t "each major  management agency, in 

co op erat ion w ith  the  plan ning  agency, should forward to  the Governor and the  

EPA Regional  A dm in is tra to r w ith  the  plan a le t te r  o f commitment which w il l 

acknowledge the  management age ncy 's acceptance of the  re s p o n s ib il it ie s  and 

tim e schedules ass igned to  the  management agency by the p la n. Other 

in d ic a ti ons  of commitment to  f u l f i l l  assigned re s p o n s ib il it ie s  (e .g . S ta te  

law,  re gu la ti ons , or  Ex ec ut ive  Order) may be accepted in li e u  o f the  

le t te r . "

CAPABILITIES AND AUTHORITIES (EPA Program Guidance Memorandum: SAM-30,

August 23, 1977)

According to  EPA's Program Guidance Memorandum No. 30 fo r  Sta te  and 

Areawide Water Q ualit y Management, management agency designat io n w i l l  be 

f u l l y  approved by EPA on ly  when the  proposed management agency has the
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le ga l,  fi n a n c ia l,  man ag er ia l, and in s t it u t io n a l c a p a b il it y  to  ca rr y  out it s  

assigned re s p o n s ib il it ie s . Where any of these c a p a b il it ie s  is in do ub t, the 

Regional Adm in is tra to r may e it h e r re fuse  to  accept  the de sign at ion or accep t 

i t  w ith  cond it io ns.

An in d iv id ua l management agency is  not re quire d to  have a ll  o f the 

a u th o ri ti e s  li s te d  in  the Act and re g u la ti o n s , as long as i t  has a u th o ri ty  

to  carr y out it s  re s p o n s ib il it ie s  under the  p la n, and the  proposed manage­

ment agencies in  the  aggrega te have a ll  o f the  a u th o r it ie s .

Each age ncy 's a u th o ri ty  shou ld be ev alua ted in re la ti o n  to  it s  ass igned 

re s p o n s ib il it y . For example: an agency charged w ith  ove rs ig ht o f a program 

w ith  re gu la to ry  a u th o ri ty  does need a u th o ri ti e s  o f a re gu la to ry  na ture  fo r  

purposes of water  q u a li ty  management design at ion appro va l,w hile  an agency 

charged with  impleme nta tion of  a non-regula to ry  program does not need 

re gu la to ry  a u th o ri ty .

RESPONSIBILITIES FOR IMPLEMENTATION (SAM-30)

The p la n 's  li s t in g  of  mangement agency re s p o n s ib il it ie s  may be pre sent­

ed by means of an impleme nta tion sta tem ent (s tr a te gy) fo r  each management 

agency.

Since  water  q u a li ty  plans w il l li k e ly  be somewhat more general than 

plans needed fo r  management of  a sp e c if ic  program, each management agency 

w il l need to  develop  a more deta iled  "Im plem en tation Program ." The 

"Im plem en tation Program" (p lan)  should be h ig h lig h te d  by the management 

age ncy 's proposed implementa tion st a te m ent(s). The statem en t(s ) should 

inclu de  re s p o n s ib il it ie s , plans and schedules fo r  action , e x is ti n g  

a u th o ri ti e s  and any needed add it io na l a u th o r it ie s , ph ys ical  and financa l 

resources  needed, and plans fo r  eva lu tion  of  prog ress .

IMPLEMENTATION PROGRAM

In deve lop ing  the  Imp lem entat ion  Program a comprehensive analysis o f 

the  fo llow in g  poin ts  w il l need to  be addressed:

- What are the  ru ra l nonpoin t source problems o f concern? What le ve l 

of  re duct io n is  de sired  (o r necessary)?

- Where are the  c r i t ic a l  areas or sources to  be trea ted?

- How w il l the  implementa tion be accomplished?
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- Who will be responsibile for what?

- When will it begin, and when will it be completed?

The lead or overall management agency should see that this 

comprehensive analysis is completed and as a result that a Comprehensive 

Implementation Program is developed.

DEVELOPMENT OF THE COMPREHENSIVE IMPLEMENTATION PROGRAM (plan)

Each of the previous points will need to be greatly expanded upon in 

the Comprehensive Implementation Program (plan). The plan should include 
comprehensive information on:

The Nonpoint Source Problems To Be Treated

- A description of the nonpoint source activities which are generating 
the pollutants of concern. They could include, but are not limited 

to agriculture, silviculture, construction, and mining activities,as 
well as, private sewage disposal.

- A listing of the nonpoint source pollutants that are presently 

degrading water quality from these activities. These could include, 

but are not limited to, pesticides and other toxic substances, 

nutrients, pathogens and other bacteria from animal and domestic 

wastes, salinity and sediment.

Identification Of Critical Areas And/Or Sources (location)

- A map illustrating the location and extent of the critical areas or 

sources. For example, an illustration of the location of the 

critical erosion areas or sources such as animal waste sites within 

the jurisidiction covered by the mangement agency.

Best Management Practices (BMP's) Needed

- A refinement of the list of Best Management Practices found in the 

approved 208 plan that would include only those BMP's for the 

particular areas or sources being covered and suited to site specific 

conditions. A general estimate of the amount and unit cost of each 

BMP could be prepared (to the extent feasible). The exact BMP 

including extent and cost will, of course, depend on the specific 

conditions found "on location" when the field technician works with 
the landuser.
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Plan of  Act ion

- A de sc rip tio n of the procedure fo r pla nning , designing, and in s ta ll ­

ing BMP's. This should h ig h lig h t the importance of s ite  specif ic  

determin ation of  BMP needs and acceptance by the land user.

- Id en ti fy  the ex is tin g programs and resources to be obtained and used 

from lo ca l,  sta te , and fed era l reso urces,  both pu bl ic and priva te . 

This would inc lude manpower and financ ia l assistance from exi sting as 

we ll as proposed new programs.

- A b ri e f discuss ion on how each of  these programs and resources w il l 

be used to help implementation. Could include  a statement on each 

program re la ti ve  to it s  st reng ths,  lim it a ti o n s , and the kinds of 

changes that  may be necessary to maximize the u ti li z a ti o n  of each.

- New inn ovative and al te rn ative programs that  may not yet have been 

u ti li z e d  or even tested could be inc lud ed. For example, several of  

the a lte rn ative st ra tegies  being considered in the dra ft  Resources 

Conservation Act Program Report could be tes ted  as vehic les  to help 

implement nonpo int source programs.

- Statement(s) as to  the p r io r it ie s  the management agency(s) has 

establi shed  fo r program actions .

- A b ri e f de sc rip tio n of  the proposed inform ation  and educa tion 

a c ti v it ie s . Id en ti fy  who is re sp on sibi le , what resources w il l be 

used and how i t  w il l be approached.

- Plans fo r coordin ation  with  other management agencies, loc al un its  of  

government, other sta te and fed eral agencies and pr ivate c it iz ens .

- Plans fo r publi c pa rt ic ip a tion , inclu ding  sp eci fic  e ff o rt s  planned 

and scheduled to assure pu bl ic involvement.

Schedules For Implementation A c ti v it ie s

- Time schedules fo r beginn ing implementation e ff o r ts . Prog ress ive 

goals fo r accomplishments, and expected comple tion dates . This could 

be accomplished by es tabl ishing  ye arly  goals in terms of areas to be 

tre ated  and water qua li ty  improvement expected to be accomplished.
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Program R esu lts  -  E va lu a tio n

-  A m o n it o ri n g  plan  to  dete rm ine program re s u lt s  may be e s ta b li sh e d  

and imp lem ented  or  a p re d ic ti v e  model may be used to  s im u la te  measure

o f re s u lt s  fro m o th e r are as. A d e ta il e d  m o n ito ri n g  program on each 

p ro je c t wou ld not be econom ic a lly  fe a s ib le .

-  A method fo r  de te rm in in g  im ple m enta tion accompl ishm en ts needs to  be 

p re sc ri b e d , bo th  in  terms  o f BMP's in s ta ll e d  and th e i r  re la t io n s h ip  

to  wat er q u a li ty  impro vem ents ac hieve d.

Program E va lu a tio n  .and R evis io n  (C on tin uo us  P la nnin g Pro ce ss )

-  Based on th e re s u lt s  ob ta in ed fro m im plem en ta tio n a f te r ' a p re scri be d  

le ng th  o f tim e ( j o in t l y  de te rm ined  by th e  208 agency and each 

management agency) an e va lu a ti o n  o f the e ff e c ti v e n e s s  needs to  be 

in s t i tu te d .

-  An id e n t i f ic a t io n  o f a d d it io n a l progra m a u th o r it ie s  th a t may be 

needed such as :

- s ta te  and/o r lo c a l cos t share programs

-  re g u la ti o n s

-  re so urc es (manpower, eq uipm en t, e tc . )

-  o th e r economic in c e n ti ve s  o r p e n a lt ie s

-  a st at em en t about when th e pro gra m w i l l  be eva lu a te d  and re v is ed  

i f  needed (a n n u a ll y , b i- a n n u a ll y , or  o th e r pe riod  o f tim e )

OPPORTUNITIES FOR ASSISTANCE IN IMPLEMENTATION OF RURAL NONPOINT SOURCE

PROGRAMS

Many e x is ti n g  ag encie s and pro gra ms adm in is te re d by ag en cies  a t th e 

fe d e ra l,  s ta te , and lo ca l le v e l can c o n tr ib u te  s ig n i f ic a n t ly  to  w ate r 

q u a l i t y  im ple m enta tio n e f f o r t s .  The fo ll o w in g  in fo rm a tio n  p ro v id es  a b r ie f  

re v ie w  o f p o te n ti a l program o p p o rtu n it ie s  and is  not in te nd ed  to  be a l l  

in c lu s iv e .  In  a d d it io n , i t  is  no t in te nd ed  (b y l i s t in g  th e p o te n ti a l 

pro gra m o p p o r tu n it ie s )  to  im ply  th a t th e re  is  u n lim it e d  ass is ta nce  a v a il a b le  

o r th a t th e programs li s te d  w i l l  be adequate to  so lv e  a l l  th e  nonpoin t 

so ur ce  pr ob lem s.  I t ' s  very  im po rtan t to  no te  th a t many o f thes e program s 

are g ro s s ly  un de rfu nd ed  and th e re fo re , th e ir  li m i ta t io n  in  money, manpower, 

and a u th o r it y  may very  s e r io u s ly  l im i t  th e i r  impa ct  o f nonpo in t so ur ce
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program(s) implementat ion. Local management agencies must in it ia te  

ap pl icat ion fo r program pa rt ic ip a tion  based on the prescr ibed procedures fo r 

each program.

FEDERAL

U.S. ENVIRONMENTAL PROTECTION AGENCY (EPA)

The Federal Water Pollu tio n Control Act of 1972 (PL 92-500) was amended 

by the Clean Water Act of  1977 (PL 95-217). Several sec tions of  that  Act , 

as amended have pro vis ion s to help implement nonpoint source po llu tion  

cont ro l programs.

Section 106 - Grants fo r Ad minist ra tio n of  Pol lu tio n Contro l Programs

Section 106 of the Clean Water Act prov ides fo r annual grants to state 

water po llu tion cont ro l agencies and to ce rtain in te rs ta te  commissions to 

as sist  them in admin iste ring programs fo r the pre vention, redu ct ion,  and 

el im inat ion of  po llu tion . 106 funds are used fo r operations  and 

implementation a c ti v it ie s , such as mon ito ring,  ev alua tio n,  enforcement and 

ad min istra tio n.

Section 108 - Pollu tio n Control in Watersheds of  the Great Lakes

Section 108 author izes grants to  any states , p o li ti c a l su bd iv is ions , 

in te rs ta te  agencies, or other pu bl ic agencies to ca rry  out projec ts to 

demonstrate methods and techniques fo r the el im inat ion or co nt ro l of 

po llu tion  in watersheds of  the Great Lakes. The purpose of  the program is 

to  demonstrate the engineering and economic fe a s ib il it y  of  preven ting  

po llu ta nt s from enter ing  in to  the Great Lakes. Sponsoring agencies sh al l 

pay not less than 25 percen t of  the actual  projec t costs which may be in any 

form, inclu ding , but not lim ite d to , land or in te rests th ere in , personal 

property or services.

Sect ion 201 - Const ruc tion Grants

Sect ion 201 of  the Federal Water Pol lu tio n Control Ac t, as amended in 

1977 (PL 95-217),  includes prov isions fo r pro vid ing  grants fo r the purpose 

of  in s ta ll in g  p ri va te ly  owned trea tment works serving  one or more princip a l 

residences or small commercial establish ments . The grants inc lude funds fo r 

cost sharing up to 85% of  the to ta l cost  of  rep lac ing  p ri va te ly  owned 

po llu ting  systems in sta lle d p ri o r to  December 27, 1977 wi th new inn ovative
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and/or a lte rn ative systems. The inn ovativ e and a lte rn a tive  systems incude 

but are not lim ite d to ; sept ic tanks with dual subsurface dispos al systems, 

mounds, aeration and chl or in at io n systems, waterless to il e ts ,  pressure and 

vacuum sewers, and systems u t il iz in g  land dispos al.  Management agencies 

need to work clos ely with the sta tes  to id en ti fy  areas where th is  

a lte rn ative could be used. They need to become fa m il ia r wi th the procedures 

fo r ob taining  these gra nts .

Section 208 Mater Qua lity Management Program

Section 208 prov ides grants to state and loca l agencies to. encourage 

and fa c il it a te  the development and implementation of  water qua li ty  

management programs. The primary emphasis and use of  208 funds p ri o r to  

1980 was fo r developing Sta te and Areawide Water Qua lity Management Plans. 

This a c ti v it y  has essentia lly  been completed. From now u n t il  1984 when 

Sect ion 208 funding  is scheduled to be discontinued the primary emphasis fo r 

use of 208 grants are:

1. to  develop and implement specifi c  proje cts  to solve na tio na l high 

p r io r it y  water qua li ty  problems

2. to es tabli sh  cause-ef fect tec hn ica l data

3. to tran sfer  tec hn ica l data gathered from specif ic  projec ts  to oth er 

areas to  avoid du pl icat ion of  mon itor ing e ff o r ts .

Sect ion 314 - Clean Lakes Program

Sect ion 314 of  the Act prov ides matching grants to States fo r the 

opera tion  of  the Clean Lakes program. The ob ject ive of the Clean Lakes 

program is to restore and protec t water qua li ty  in pub licly-owned fres h­

water lakes.  A m ajor ity  of  the e ff o rt s  are fo r re stor ing lake qu a li ty , wi th 

added pro vis ion s to share in the cost of  designing and in s ta ll in g  best 

management pra cti ces designed to preven t water qua li ty  problems from 

re cu rr ing.

E lig ib le  agencies may apply fo r two types of  grants under section  314. 

Phase I grants support dia gnos tic  fe a s ib il it y  studies to eva luate lake 

chara cte ristics and develop plans fo r restor at ion and pres erva tio n.  Phase I 

grants are 70 percent Federal -share matching gra nts, with a li m it  of

63-2 77 0 - 8 0 - 2 3
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$100,000. Phase I I  grants fund implementation of  po llu tion  co nt ro l or 

re stor atio n. They are 50 percen t Federal-share gra nts.

A ll ap pl ica tions  fo r.  Clean Lakes grants as well  as oth er EPA grants 

must be cons istent with State/EPA Agreements and ap pl ica ble WQM plans.

The State/EPA Agreements (SEA) are developed each year through a 

process which pu lls  State Pol lu tio n Control Agency and EPA Regional o ff ic e  

dec ision makers together fo r the purpose of  es ta bl ishing  p r io r it ie s  on the 

environmental problems w ith in  each individu al  sta te and a develop ing funding 

str ateg y to help solve those problems.

Jo in t EPA-USDA E ffo rt

Model Implementation Proje cts  (MIP 's)

The Model Implementation Program (MIP) is a cooperat ive  e ff o r t of  USDA 

and EPA that  combined exi st in g programs and resources to acce lerate  the 

in s ta lla ti on  of  measures to reduce ag ricu ltu ra l and s il v ic u lt u ra l nonpoint 

sources of  water po llu tion in selected projec t areas throughout  the Nation . 

MIP projec ts are loca ted in South Ca rol ina , South Dakota, Ind iana, Nebraska, 

New York, Oklahoma, and Washington. The Agricultu ra l S ta b il iz a tion  and 

Conservation Service (ASCS) invested 1.5 m il lio n  in 1978 and 1.6 m il lio n  in 

1979 to prov ide cost-sha ring funds to the MIP's. the Environmental 

Prote ction Agency has invested over 1 m il lio n  fo r monitoring e ff o rt s  in the 

MIP 's. The So il Conservation Serv ice (SCS) and the Cooperative Extension 

Services (SEAES) have provided ad di tio na l technical ass istance to the MIP 's. 

The MIP's w il l be continued fo r several more years.

No ad di tiona l MIP projec ts  (as such) are planned. However, several of  

the ex is tin g projec ts w il l li k e ly  be extended. In ad diti on, projec ts  of the 

same pro totype w il l li k e ly  be funded from other sources.

USDA

There are many programs administered by several USDA agencies that  may 

be he lp fu l in nonpoint source implementation.

AGRICULTURAL STABILIZATION AND CONSERVATION SERVICES (ASCS)

Agricu ltu ra l Conservation Program (ACP)

The A gricultu ra l Conservation Program (ACP) provides cost-sha rin g 

assistance to farmers and ranchers fo r ca rry ing  out conservat ion measures on
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th e ir  land. These measures inc lude: pra cti ces to help co nt ro l eros ion and 

sedimentation from ag ri cu ltu ra l land; prac tices  to co nt ro l po llu tion  from 

animal wastes; prac tic es  to conserve w il d li fe  habita t.  The program 

co nt rib utes  to the na tiona l ob ject ive of assuring a continuous supply of  

food and fi b e r.  I t  also  encourages vo luntary compliance by agricu ltu ra l 

producers wi th fed era l and state requirements to co nt ro l po in t and nonpoint 

sources of  po llu tion to  improve water qua li ty .

The ACP is administered by A gricu ltu ra l S ta b ili za tion  and Conservation 

Sta te , County, and Community Farmer Committees, working under the general 

d irection  of  the A gricu ltu ra l Stabl izat ion and Conservation Service  (ASCS) 

of  the U.S Department of  Agr icul tu re . The So il Conservat ion Service  (SCS), 

Forest Service (FS),  and SEA-Extension Service of  the Department of 

Agr icul tu re  prov ide program guidance to ASC committees as we ll as technic al 

ass istance to farmers in ca rry ing out conservation pra ct ices.  Funds fo r the 

program are provided annually  through the reg ula r ap prop ria tio n process. 

Specia l Water Qua lity Proje cts

$4.3 m il lio n  of  the $190 m il lio n  appropriate d fo r the Agricu ltu ra l 

Conservation Program in 1979 was used at the na tiona l leve l to fund 21 

Special Water Qua lity Pro jects.  These special projec ts were submitted by 

various  State and County (ASC) Committees. The spe cia l pr o je ct funds are 

being  administered using the on-going ACP procedures. In FY80 an ad di tio na l 

$3.6  m il lio n  was provided to these 21 projec ts fo r the purpose of in s ta ll in g  

conservat ion and po llu tion  co nt ro l pra cti ces to improve water qu a li ty .

These projec ts are expected to  be continued at leas t one more year.

Experimental Rural Clean Water Program

Congress approved $50 m il lio n  do lla rs  in FY80 to fund an Experimental 

Rura l Clean Water Program. The program w il l be adm inistered  by ASCS. The 

experimenta l program is a vo luntary program prov iding  financ ia l and 

tech nica l assistance to pr ivat e landowners having co nt ro l of  ru ra l land.

This assistance is prov ided through long term contracts  o f 3 to  10 years to  

in s ta ll  Best Management Prac tices  (BMPs) in approved pro je ct  areas which
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have c r it ic a l water qua lit y  problems re su lti ng from ag ri cu ltu ra l a c ti v it ie s . 
The projec t areas selected fo r Rural Clean Water Program fund ing w il l 
re fl e c t the water qua li ty  p r io r it y  concerns developed through the water 
qua li ty  management process.  In the f i r s t  year of  the program, FY 1980, the 
bulk  of the projec ts w il l be selected from the pool of  64 ap pl icat ions  from 
31 sta tes  submit ted to  USDA in 1979. A few of the pr ojec t areas w il l be 
selected  fo r intens ive  mon itor ing and evalu ation to measure the impact on 
water qua lit y  improvement.

Fores try  Inc entives Program (FIP)

The Fo res try  Inc entive s Program (FIP) was authorized by Congress in 
1973 to share the cost of  tre e plan tin g and timber  stand improvement with 
pr ivat e landowners. The Federal share of  these costs ranges from 50 to  75 
percen t, depending upon the cos t-share ra te  set by the A gricu ltu ra l 
Stabl izat ion and Conservation (ASC) county committees, the adminis ter ing  
agency.

The Fores try  Incentives Program is avai lable in counties des igna ted, on 
the basis of a Forest  Service survey, to have e li g ib le  pr ivate timber  
acreage and acreage po te n tia lly  su ita ble fo r produc tion  of  timber  produc ts.

Water Bank Program

The program is authorized by the Water Bank Act (Pub lic  Law 91-559 (84 
Stat . 1468, 16 U.S.C. 1301) approved by Congress on December 19, 1970.

Agricu ltu ra l S ta b il iz a tion  and Conservation committees admin iste r the 
program. Planning and tec hn ica l services are prov ided by the So il 
Conservation Serv ice to the landowner fo r the management, pr ote ct ion, and 
development of  wetland habita t.  A Water Bank Agreement between USDA and the 
landowner is fo r 10 years and st ipula te s that  ce rtai n conservat ion measures 
w il l be ca rri ed  out dur ing the li fe  of the agreement. An annual payment is 
made fo r each acre of  wetland and adjacent land in the agreement.
SOIL CONSERVATION SERVICE (SCS)

Techn ical Assistance

The So il Conservation Service (SCS) prov ides tec hn ica l assistance 
through conservation  d is tr ic ts  to in div id uals , groups, orga niza tions , c it ie s
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and towns, as well as to county and state governments in reducing the waste 

of land and water resources and in putting to good use these national 

assets. The objective is use and conservation treatment of natural' 

resources in harmony with their capability and needs.

SCS technical staff analyze resource problems and suggest safe use and 

treatment of natural resources. The technical staff includes soil conserva­

tionists; soil scientists; economists; agricultural, irrigation, hydraulic, 

drainage, civil, and cartographic engineers; agronomists; biologists; 

foresters; plant materials specialists; range conservationists; geologists; 

landscape architects; and resource planning specialists.

Landusers avail themselves of this technical assistance in helping them 

plan how to use their natural resources to meet their own needs within the 

framework of the SCS mission. That mission is the conservation, develop­

ment, and productive use of soil, water, and natural resources.

Great Plains Conservation Program (GPCP)

The Great Plains Conservation Program (GPCP) provides technical and 

financial assistance through long-term contracts with landusers in the Great 

Plains area. Cost-share funds are available only for enduring conservation 

measures needed to stabilize and protect agricultural lands against climatic 

and erosion hazards.

Controlling erosion to reduce the amount of sediment and other 

pollutants from entering our nation's waters results in improved water 

quality. At the option of the landuser, other agriculture-related pollution 

abatement practices such as animal waste management systems may be a part of 

GPCP contracts. The Great Plains Conservation Program is presently in 

operation in 469 counties of the 10 Great Plains states.

Resource Conservation and Development Program (RC&D)

The RC&D Program may provide assistance for implementing Section 208 

(nonpoint) plans under its authority to provide technical and financial 

assistance for the purposes of soil and water management for agriculture- 

related pollution control and for water quality management. Under the two
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purposes, cost  sharing may be provided fo r:  (1) The in s ta lla ti o n  of  
measures or pra cti ces fo r reducing agricu lture -re la te d po llu tion  that  
adversely  af fe cts the general pu bli c and (2) measures fo r so lving community 
water qua li ty  problems by reducing po llu tion  from so il sediment and 
associated nu tri en ts  and pesticid es  and from oth er ru ra l sources of 
po llu tion such as ir ri g a ti o n  re turn flows and areas of  concentra ted 
liv es tock  and po ul try.  RC&D assistance is av ai lable on ly w ith in  authorized 
RC&D areas and only to  e li g ib le  sponsors (u n its  of  government, e tc .) . 
Cost-sharing assistance is not av ai lable to pr ivat e in div id uals .

Rural Abandoned Mine Program (RAMP)

Many abandoned coal mine si te s are c r it ic a l nonpoint sources of 
po llu tion . Most s ite s are cha rac ter ized by very high erosion  ra tes,  in 
excess of 80 tons per acre per year. In ad dit io n, some site s produce to xic 
drainage or sewage that  degrades water qu a li ty . Under the Rural Abandoned 
Mine Program (RAMP) SCS can provide tec hn ica l and financia l assistance to 
conservation d is tr ic ts  and State water qua li ty  agencies to reduce these 
c r it ic a l sources of  nonpoin t po llu tion in accord with  p r io r it ie s  estab lished 
by law. At the present tim e, only  si te s that  are an extreme danger to l i f e  
or property or that  adverse ly af fe ct  pu bl ic health  and sa fe ty are being 
considered fo r fun ding.

Watershed Prote ction  Program (PL-566)

The Watershed Pr otec tion Program prov ides SCS tec hn ica l and fin ancia l 
assistance to e li g ib le  projec t sponsors fo r acce lerated land treatment that  
reduces eros ion or sediment problems, improves water qu a li ty , and produces 
other environmental qua li ty  be ne fits.

SCS plans to accelerate cost -sha re ass istance  fo r land treatment to 
landusers in new watershed projec ts . Landusers in many of these projec ts  
may be e li g ib le  to enter in to  long- term cos t-share contrac ts to acc elerate 
land treatment wh ile struct ura l measures fo r flo od  pre vent ion , mun icipa l and 
in dustr ia l water supply,  recrea tio n,  e tc .,  are being planned.
SCIENCE AND EDUCATION ADMINISTRATION - EXTENSION SERVICE (SEA-ES)

Inform ation and Education Ma ter ials

The Extension Service of  SEA is developing educational programs and 
mater ia ls re lated to- nonpoint source po llu tion contro l fo r dissem inat ion to
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the public through the respective State Cooperative Extension Services.

They are also encouraging the State Cooperative Extension Services to 

distribute their pubications on the subject to state and areawide water 

quality planning and management agencies.

Technical Assistance

SEA-Extension Service is strongly encouraging the State Cooperative 

Extension Services to provide technical assistance to water quality 

management agencies in efforts to implement their nonpoint source pollution 

control programs.

In addition SEA-Extension Service is encouraging State Cooperative 

Extension Services to provide onsite technical assistance directly to 

landusers to help them use pesticides, fertilizers, and other farm chemcials 

properly to reduce nonpoint source water pollution.

SCIENCE AND EDUCATION ADMINISTRATION - COOPERATIVE RESEARCH (SEA-CR)

Cooperative Research

Cooperative Research administers regional research involved in the 

study of plant nutrients and their management to protect water quality. 

Technical committees for research on nutrient flows have been active in the 

Northeastern Region and the North Central Region. The scientists making up 

these committees represent the Agricultural Experiment Stations of their 

respective states. These scientists are uniquely experienced in evaluating 

the efforts of fertilizer applications on water resources and understand the 

management of nitrogen to avoid pollution. For this reason these projects 

can, to some extent, serve as technical reference points for program 

agencies and farmers in their regions by advice on methods to protect and 

improve water quality.

SCIENCE AND EDUCATION ADMINISTRATION - AGRICULTURE RESEARCH (SEA-AR)

The Agricultural Research Service is a research organization that has 

as part of its mission the development and evaluation of soil and water 

management practices that conserve our resources, enhance crop production, 

and protect the quality of our environment. The impact of various practices 

on water quality is evaluated through the integration of factors relating to
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hy drolog y,  ero sion-s edim enta tio n,  and the fa te  o f a g ri c u lt u ra l ch em ica ls.  

Data is  ob tained from a range of  sources,  from f ie ld  p lo ts  to  f u l ly  

instrume nte d res earch  watersheds.

S pec if ic  guidance has been prov ide d to  208 plan ne rs in the  past through 

the  pub lic a tion  e n ti tl e d  "C on tro l of  Water P o llu ti o n  from Cr op land ". The 

Un ive rsal S o il Loss Equation (USLE) has also  been used w idely  by a g ri c u l­

tu ra l pla nners  in es tim atin g s o il  ero sion  ra te s , wh ich , when coupled w ith  

sediment d e live ry  ra ti o s , enable them to  es tim ate sediment  prod uc tio n from 

va rio us  land use management a c t iv it ie s .  More re ce n tl y , SEA-AR s c ie n ti s ts  

have developed a f ie ld  scale  model fo r  Chemical Runoff and Ero sion from 

A g ri cu lt u ra l Management Systems (CREAMS). A user's  manual fo r  th is  model 

w il l be ava ila b le  in e a rl y  1980 and should be a us eful  to o l in p re d ic ti ng  

the  e ff e c t o f management pra ct ic es on loss  of  po llu ta n ts  from a f ie ld .

SEA-AR s c ie n ti s ts  can prov ide as sis tanc e through in te rp re ta ti o n  of 

research  fi nd in gs  and guidance  in the  plan ning  and ev aluatio n of wateshed 

mon ito rin g programs.

ECONOMICS, STATISTICS, AND COOPERATIVES SERVICES (ESCS)

The Economics, S ta ti s ti c s  and Co opera tives Se rvice  conducts a nationa l 

program o f economic res earch  and plan ning  assis tanc e re la te d to  food and 

f ib e r  pro duct io n, ru ra l development and natu ra l reso urce s.  The agency 

conducts economic analyses of a g ri c u lt u ra l and othe r ru ra l sources of  

p o ll u ti o n  th a t are of  concern in  208 wa ter  q u a li ty  management and ev alua tes 

the  natio nal and re giona l impacts of prog rams, in ce ntiv e measures and 

in s t it u t io n a l arrangements fo r  the  impleme nta tion of  land and water  p o li c y . 

Economic st ud ies re la te d to wate r q u a li ty  are carr ie d  out in th ree major 

areas - -  economic imp acts,  economic f e a s ib il it y  o f BMP's, and the ro le  o f 

in s t it u t io n a l fa c to rs . Na tiona l and re gional ana lyses evalua te the  impacts 

o f a lt e rn a ti v e  land and water programs and re gu la tions on prod uc tio n costs , 

farm  income and consumer p ri ces. ESCS pro vid es  economic p ro je c tions and 

modeling and maintains  an ana ly ti ca l c a p a b il it y  and a n a ti o n a ll y  consis te nt 

res ource  data base fo r use in program plannin g and eva lu ation. Economic 

models are lin ke d with  ph ys ica l models of  watersheds to determ ine the  

economic fe a s ib il it y  o f co ns erva tion and p o llu ti o n  co ntro l p ra c tices .
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ESCS as sists in cooperative ri ve r basin studies by develop ing resource 

planning procedures and methods and by ana lyz ing the economic consequences 

of  a lte rn ative r iv e r basin plans.  The Agency assis ts in the development of  

the Water Resources Co uncil 's Prin ciples  and Standards and aids in the 

evalu ation of  the demands fo r land and water resources fo r food and fi b e r 

pro duction.

Research is designed to prov ide economic inform atio n fo r use in the 

form ulat ion of  water qua li ty  po lic ie s and programs at the Federal and Sta te 

le ve ls . Methods are developed to evaluate the be ne fits and costs of  water 

use and water qu a li ty  programs, projec ts and prac tic es . The s e n s it iv it y  of  

farm operato rs and owners to  economic ince nt ives , re gu la tio ns , and systems 

of  management are examined in order to st ru ct ur e programs to eco nom ically 

and e ff ic ie n t ly  achieve land and water use and water qua li ty  goals .

FOREST SERVICE (FS)

Management

The Forest  Serv ice is responsible  fo r the management of  a ll  Federal 

Forest  lands. They are currently  working wi th the sta tes  to develop 

Memorandums of  Understanding to sp ec ify  the respec tive re sp on s ib il it ie s  

between the Forest Service and the var ious states .

Techncia l Assistance

On National Forest System Lands the Fores t Service:

- Coordinates wi th States in development of  Best Management Pr ac tices  

(BMP's) fo r s il v ic u lt u re , range, re cr ea tio n,  f ir e  management, and 

fi sh  and w il d li fe  habitat- improvemen t as those a c ti v it ie s  re la te  to  

water qua li ty .

- Conducts program eva lua tion s re la ted to  water qu a li ty  on Nation al 

Fores t lands.

On State and Pr iva te Forest Lands the Forest Service:

- Assis ts in development of  208 plans and BMP’s through pa rt ic ip a tion  

on tech nic al  committees.

- Assis ts in program evalu ation fo llo w ing implementation of  plans.

- W ill part ic ip a te  with ASCS in implementing Rural Clean Water 

Program.

- Assis ts state fo re str y  agencies as requested.
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Research

Development and ev alu atio n o f cause and e ff e c t re la ti o n sh ip  between 

fo re s t p ra ctices and water  q u a li ty  to  ass is t in id e n ti fi c a ti o n  of Best 

Management P ra ctices.

Other

In coop erat ion w ith  EPA, the  Fo re st  Se rv ice  w il l develop tr a in in g  

packets  fo r  use by water  q u a li ty  management agencies in re cogn it io n  o f the 

re la ti o n sh ip  between fo re s t p ra ctices and water q u a li ty .

FARMERS HOME ADMINISTRATION (FmHA)

The Farmers Home Adm in is tra tion  ad min is te rs  the  fo llow in g  loan and 

gra nt  programs th a t could  he lp 208 im ple me ntat ion  e f fo r ts .

Farm Ownership Loans

Gu ara nteed/insured  loans to  enla rg e, improve, and buy fa m il y  fa rm s;  

re fin ance  de bts,  prov ide necessary wa ter  and waste f a c i l i t i e s ;  prov ide ba sic 

s o il  tre atmen t and land cons erva tio n measures; const ru ct  and improve 

b u ild in g s ; fin an ce  nonfarm e n te rp ri ses ; fin an ce  p o llu ti o n  abatement and 

con tro l f a c i l i t ie s .

Grazing Ass oc ia tio n Loans

Loans may be made to  ass oc ia tio ns  of fa m ily  farm ers  and ranchers to  

ac qu ire  and develop graz ing land to  prov ide seasonal graz ing fo r  live s to ck  

be long ing to  ass ociatio n members. As sis tanc e is  lim ited  to  farme rs and 

ranc he rs . Loan funds can also be used fo r  ir r ig a t io n ,  draina ge , or o th er 

s o il  co ns erva tio n measures.

I r r ig a t io n ,  Drainage  and Other S o il  and Mater Conserv ation  Loans

Loans are made to  pub lic  or  quasi-pub lic  bodies and co rp ora tio ns  no t 

ope rate d fo r  p ro f it  which w il l serve open co un try  and ru ra l towns and 

v il la g e s  up to  10,000 popul at io n.

Loan funds may be used fo r  ir r ig a t io n ,  draina ge , or othe r s o il  

co ns erva tio n measures. The se rv ices  or  f a c i l i t ie s  must p ri m a r il y  serve  

farme rs or  ru ra l re s id ents .

Resource Conserv ation  and Development Loans (RC&D)

Pu bl ic  agencies and lo ca l nonpro fi t co rp or at ions  in au thor ized  RC&D 

areas  may be e li g ib le  fo r  loan assis tanc e prov ided the y sponsor  the  RC&D
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measure fo r which a loan is requested and which is included  in the RC&D 

pr oje ct  pla n.  Loan funds may be used fo r ru ra l community pu bl ic  ou tdoo r- 

or iented , water-based recrea tio na l f a c il it ie s ,  so il and water , development, 

conserv ation, co nt ro l and use fa c il it ie s ,  s h if t in land use fa c il it ie s ,  

community water storage fa c il it ie s ,  and specia l purpose equipment to ca rry 

out the above programs.

Soi l and Mater Loans

Loans are av ai lable to e li g ib le  farming pa rtn ersh ips , coopera tive or 

domestic corporat ion s as well as in di vidu al  farm owners or ten ants.

Funds may be used to lev el land, ca rry  out basic  land trea tment 

pr ac tic es , inclu ding  lim ing,  fe r t il iz in g  and seeding, es ta bl ish permanent 

pastures and farm fo re sts , es ta bl ish fo re str y  prac tic es , improve ir r ig a ti o n , 

develop water supplies fo r home use and liv esto ck, purchase pumps, sp ri nk le r 

systems and other ir ri g a ti o n  equipment, acquire water ri g h ts , restore and 

re pa ir  ponds and tanks,  ditches and canals  fo r ir r ig a ti o n , dig  di tch es  and 

in s ta ll  t i le  to  dra in farm land , develop ponds and water co nt ro l st ru ctur es  

fo r the produc tion of fish  under co ntro lle d co nd ition s,  and ca rry  out 

po llu tion  co nt ro l and abatement on farms.

Water and Waste Disposa l Systems fo r Rural Communities

Loans and grants are av ai lable to provide financia l ass istance to ru ra l 

pu bl ic  and pr ivat e no np ro fit  org an iza tions fo r mo difying, re pair in g , 

improving,  and extending ce nt ra l water systems, cent ra l sewer systems, 

sa nita ry  land f i l l s ,  and storm sewers in areas of  under 10,000 po pu la tio n.  

Grants may not exceed 75 percent of  the to ta l e li g ib le  projec t co st .

Business and In dustr ia l Loans

Guaranteed/ insured loans are made to as sist  pu bl ic , pr ivat e or 

coo perative org an iza tions organized fo r p ro fi t  or no npro fit , Indian tr ib e s  

or in div id uals  in ru ra l areas to develop or finance  business,  indu st ry  and 

improve economic and environmental cl im ate,  inc lud ing  po llu tion  abatement 

and contro l,  conservation, development, and u ti li z a ti o n  of  water fo r 

aquacu lture  purposes.

Watershed Protec tion and Flood Prevention Loans

Guaranteed/insured loans to sponsoring loca l org an iza tions in 

authorized watershed areas fo r share of  cost  fo r works of  improvement.
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Loan funds may be used to  he lp lo ca l sponsors prov ide the lo ca l share 

of  the  co st  of watershed works of  improvement fo r flood pr eve ntio n, 

ir r ig a t io n ,  draina ge , water q u a li ty  management, sedim en tation c o n tr o l,  fi s h  

and w il d li f e  developmen t, public  water-based  re cr eation and water sto rage 

and re la te d  co st s.

In d u s tr ia l Development Grants

Grant funds to  f a c il it a te  the  development o f busin ess,  in dustr y  and 

re la te d  employment fo r  improv ing  the  economy in ru ra l com munitie s.

Gran t funds may be used to  fin an ce  in d u s tr ia l s ites  in ru ra l areas 

in cl udin g the  acqu is it io n  and development of land and the cons tr uc tion , 

co nv ersion , enlargeme nt,  re pa ir  or moderniza tion o f bu ild in gs , p la n ts , 

machine ry,  equ ipment,  access s tr ee ts  and roads, pa rk ing areas,  tr anspora tion  

se rv ing the  s it e ,  u t i l i t y  exten sion s,  necessary water supp ly and waste 

disp os al  f a c i l i t ie s ,  p o llu ti o n  con tro l and abatement in c id en ta l to  s it e  

development , fees and re financin g .

PUBLIC EMPLOYMENT PROGRAMS

Pub lic  employment programs are oper at ing in almost a ll  pa rts  of the  

co un try  and can supp ly much needed manpower. Most of  these employees can be 

prov ide d at l i t t l e  or no cost to  the management agency. Two of  the most 

use fu l are CETA and Green Thumb, Inc.

Comprehensive Employment and T ra in in g  Act (CETA)

CETA is  adminis tered by the Department of  Labor. This program prov ides  

jo b tr a in in g  and employment opport un it ie s  fo r the  econ om ica lly  disadvan ­

taged,  unemployed and underemployed people across the co un try . To u t i l iz e  

the program management agencies shou ld:

a. Determine who are the prime sponsors in your area.

b. Meet w ith  the  CETA plan ne r.

c. Fam ili a ri ze  you rs e lf  w ith  CETA in  your s ta te .

d. Determine  the  app lic a tion  pro cess.

Green Thumb, In c.

T it le  V o f the Old er American Community Service  Act of  1978 

re auth orize d the Sen ior  Community Se rv ice  Employment Program (SCSEP). Th is 

program prov ides  us ef ul  part -t im e employment a c t iv it ie s  fo r  econ om ica lly
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disadvantaged people 55 years of age or olde r. It s  purpose is  to  pro vide 
ad di tio na l income to help e ld erly  people to become invo lved in community 
l i f e  and to accomplish wor thwhile se rv ice s. Par tic ipan ts  are paid  near the 
Federal minimum hour ly wage ge ne ra lly  fo r 20 hour work weeks. They can work 
a maximum of  1300 hours per year although they can con tinue in the  program 
as long as they de si re . The main source of en rol lee s under th is  program is  
through Green Thumb, Inc. which operates the program in ru ra l areas and pays 

a ll  sa la rie s of the en ro lle es . This is an exce lle nt  source of  personnel.
The address of  the Green Thumb State un it  to be used in req uesting en ro llees  
can be secured by w ri ting to the na tiona l headquarters o f Green Thumb, Inc . 

at 1012 14th S t. , NW, Washington, DC 20005.

STATE AND LOCAL

Since there are so many state and local agencies and programs that  may 
help to implement nonpoin t source programs, and since these agencies and 

programs vary so much by state and loca l area — to l i s t  them a ll  would be 
imposs ible . However, a general li s ti n g  of the kinds of  ass istance  av aila ble 
at the state and loc al level would include  the fo llo w in g:

Sta te Programs may prov ide :

- Ad min istra tiv e ass ista nce , financia l assistance

- Regulatory  and enforcement auth ori ty

- State cost-shar ing  programs (ex. Iowa, Ohio, Nebraska, Minnesota,  

Wisconsin)

- State grants

- Other economic incenti ves (ex. state tax incent ive s)

- Mon itor ing assistance

- Techn ical assistance 

LOCAL PROGRAMS

Local Programs may prov ide :

- Ad minist ra tive ass ista nce , fin ancia l assistance

- Technical assistance

- Regu lation and enforcement auth ori ty

- County cost- shar ing  programs (ex. Nebraska, Wisconsin , Iowa)
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- Loca l government gran ts

- Other economic in ce ntiv es (ex.  lo ca l tax in centives)

- Mon ito rin g assis tance

FUTURE IMPLEMENTATION ACTIVITIES (CONTINUING PLANNING PROCESS)

Program Changes

A ft e r  impleme nta tion programs are in it ia te d ,  needs fo r  changes,  

add it io ns or  dele tions in program components may become evid en t.  Such 

proposed changes shou ld be worked out in consu lta tion  w ith  the  WQM pla nn ing 

agency as part  o f the  co ntin ui ng  plan ning  process. Approva l, by the EPA 

Regiona l Adm in is tra to r shou ld on ly  be necessary when changes are s ig n if ic a n t  

and co n s ti tu te  major devia tions in program d ir e c ti o n .

Coo rd inat ion

Des igna ted management agency a c t iv it ie s  should be co ordina ted w ith  the 

Water Q ua lit y  Management Plann ing  Agency and p o te n ti a ll y  affect ed agencies 

and th e ir  programs. A ffect ed agencies may inclu de  un its o f lo ca l 

governments, proposed and designated  plan ning  agencies, and ot her  a ff ec te d  

State and Federal  Agencies.
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TYPICAL 208 MANAGEMENT 
SCHEME

FOR RURAL NONPOINT SOURCE PROGRAM 

OVERALL MANAGEMENT AGENCY

/S ta te  W/Q Mgt . Ag en cy / 

(A d m in is tr a ti o n , C oo rd in a ti o n , P r io r i t ie s )

Des igna ted Management Ag encie s

/C onse rv a tion  D is t r ic t s / -----------------------

-  A g r ic u lt u ra l Run off
-  se dimen t
-  n u tr ie n ts
-  p e s ti c id e s
-  s a l i n i t y
-  an im al  was te
( te c h n ic a l li a is o n  w ith  c i t y ,  coun ty , 
fo r e s t r y  and m in in g ag en cies )

M o n it o ri n g  Age nc ies

- — /F e d .,  S ta te , Lo c.  Gov.  Agenc ie s/

-  in  strea m sampl ing
-  data  c o ll e c t io n
-  data  ana ly s is

/C i ty  and Cou nty Government/ -

-  c o n s tr u c ti o n  a c t iv it ie s
-  p r iv a te  d is posa l sys tems
-  s o li d  waste  d is posa l

Im plem enta tio n Age nc ies

/S ta te  De pa rtm en t o f F o re s tr y /

S i lv ic u l t u r a l  R un off

-  Sedim ent
-  N u tr ie n ts
-  P re s ti c id e s

/S ta te  Dep t. o f M in in g & R ecla m ation/

M in in g a c t iv i t ie s

-  se dimen t
-  n u tr ie n ts

------ /F ed. & S ta te  Governm ent/

-  le g is la t iv e
-  re g u la ti o n s
-  te c h n ic a l ass is ta nce
-  cos t sharing
-  re se arc h
-  in fo  and education

------ /C i ty  and County Gov er nm en t/

-  perm its
-  ord in anc es
-  in sp e c ti o n
-  en fo rcem en t

------ /C onserv a tion  D is t r ic t s /

-  in fo rm a ti o n
-  te c h n ic a l a ss is ta nce
-  cos t sharing
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Mr. Traxler. We thank you for your appearance  this afternoon 

and bringing this to our atten tion. We are  very grateful.
Mr. Coughlin. We appreciate your bringing this to our atten tion 

and your summary  of it.
Thank  you.

Environmental Protection Agency

WITNESSES

EVERETT S. THOMPSON, AMERICAN CONSULTING ENGINEERS COUNCIL 
LAURENCE D. BORY, GOVERNMENTAL AFFAIRS LIAISON, ACEC 
RICHARD L. CORRIGAN, DIRECTOR, GOVERNMENT AFFAIRS, ACEC

Mr. Traxler. We want  to welcome Mr. Everett S. Thompson, 
American Consulting Engineers  Council of Grand Rapids, Michi­
gan. You may present your s tatement.

Mr. Thompson. My name is Everett  S. Thompson. I am President  
of Williams & Works, Inc., of Grand Rapids, Michigan, and Presi­
dent-Elect of the American Consulting Engineers  Council (ACEC).

With me are Mr. Larry  Bory and Dick Corrigan of the ACEC 
staff he re in Washington.

ACEC is an organization of 3,700 engineering firms in private 
practice. These firms employ 100,000 engineers, scientists, techni­
cians and support personnel. Approximate ly 1,200 of these firms 
perform planning, design and construction management services 
for localities under EPA grants. We es timate that ACEC members 
have done, or are now doing, approximate ly 90 percent of the EPA- 
funded wastewater trea tment  projects in the United States.

ACEC supports the Pres iden t’s budget request for the construc­
tion gran ts program and urges the  subcommittee  to approve $3.7 
billion for the fiscal year 1981 appropriation for that program. We 
also support the funding for the  other authorizations in the Clean 
Water Act at  the requested levels.

There are many lessons we have learned in the development of 
the Clean Water Program. Conduct of this program—the second- 
largest construction-related program in the history  of this coun­
try—with the highway construction program starting back in the 
late 1950’s which has been the  largest—has not always been 
smooth. From its inception it has been a critica l test  of the  federal 
system. The interaction and cooperation with EPA, the states , local 
grantees,  gran tee contractors and independent supplies has also 
been sorely tested, with stabil ity and predic tability  of funding for 
the construction gran ts program is averaging five to seven years.

In fact, some larger projects have already been in development 
for a longer period. What makes this significan t is t ha t actual cost 
of these projects at completion is often double th e initial estimate.  
If states  and localities are to have the confidence to continue the 
process to build waste treatm ent  facilities and clean up the  na­
tion’s waters,  they must have stable and adequate federal appropri­
ations. We believe tha t $3.7 bi llion is the minimum level for fiscal 
year 1981 needed to main tain that confidence.

We must take  note of an additional unusual factor in considera­
tion of this appropriation request. We refer, of course, to the recent
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deferral of $480 million from EPA’s fiscal year 1980 appropriation. We urge this subcommittee, at the  same time it is considering the appropriation request, to recognize the  impact the Pre side nt’s de­ferra l actions will have upon consistent and stable funding, par ­ticularly in the  14 states  which have obligated or will shortly  have obligated all of the ir fiscal 1979 money.

These state s can only main tain the ir programs by utilizing the ir fiscal year  1980 allotm ent to fund projects throu gh the rema inder of the fiscal year. For many local public officials, engineers, con­trac tors  or suppliers, work that  was antic ipated and ready to pro­ceed will now be delayed at least four months.
For some companies, that  may const itute a financial  crisis from which they may not recover. In the  case of consulting engineering firms, projects which were scheduled to go into design, or to be approved for construction , are  now on indefinite hold. These firms face the difficult decision of finding othe r assignments for wastewater specialists or term inating  these highly qualified engi­neers. Believe me, with inte rest  rate s being at 18 percent, they simply cannot afford to pay staff to remain  idle.
Actually, the deferra l would not be inte rrup ting  the wastewater  program in the 14 state s had the Cleveland-Wright bill, that is, H.R. 4113, been approved by the Sena te and signed into law. This bill, the so-called 2-tier funding plan, would have corrected much of the difficulties among state s to obligate funds and move projects through the  three-s tep process. States  able to move the ir projects efficiently would be rewarded instead of penalized, as they are  by the deferral.
Instead, this bill languishes in the  Senate  Environmental Pollu­tion Subcommittee, where it has been classified as a band-aid ap­proach not worthy of fur the r consideration.
We believe there are many state s and communities honestly trying to keep faith  with the ir citizens at the  EPA. They have proceeded down the complex, prescribed path  of regula tions to achieve construction of an adequate wastewater  treatm ent system. Now they discover th at expected federal assistance is not available. We suggest that the subcommittee  consider and approve a revision to the deferral message to inst ruct EPA to release a portion of the $400 million in Jun e 1980. A significant portion of these funds should be allocated to the 14 s tates.
One result of spreading the  $400 million out over several months will be to keep enough money in circula tion to prevent firms engaged in this program from losing the ir staffs or totally going under.
Spreading the money out, moreover, will permit EPA and the states to continue  to fund planning and design projects—Steps One and Two. This will keep the “pipeline” filled with projects which, in case of an  overly severe recession, can be quickly put to bid to provide jobs in construction.
This inte rruption of the program comes at a most unfo rtunate time. We have observed an increased capacity and a clearer inte n­tion by EPA and the state s to move the program. While many regula tory and administrative  bottlenecks still exist, the  agency is attempt ing to implement directives made last fall by the Commit­tee on Public Works and Transporta tion ’s Subcommittee on Over-

6 3 -2 77  0 - 8 0 - 2 4
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sight. These directives, as pointed out ear lier  by Mr. Carson, were 
to reduce project completion time by 25 percent, eliminate retroac­
tive application of regulations—I might add here that  nine months 
afte r EPA’s promise to come up with a policy to eliminate retroac­
tive regulations, we still do not see anything on this.

EPA was also directed to develop incentives to expand costs in 
energy savings through stimulating innovative and alternat ive 
technology. The agency has indicated its plans to use experienced 
project managers from consulting firms who have planned, de­
signed and managed the construction of wastewater  projects, to 
review the cur ren t regulations and procedures.

Engineering firms from across the  country have responded en­
thusiastically to this request. Working in teams  with agency offi­
cials, they will determine how delays and redu ndant reviews can 
be eliminated while improving accountability and productiv ity of 
resources.

Our organization is committed to work with EPA and Congress 
to assist in this streamlining process. But it is absolutely essentia l 
that during  this period of review, there be a consistency and pre­
dictability of the continued federal resources.

In summary,  the American Consulting Engineers Council sup­
ports the $3.7 billion request for fiscal year 1981 for the construc ­
tion gran ts program. ACEC also suppor ts the  presidential  request 
for appropriations to fund other authorizations unde r the  Clean 
Water Act.

We also reques t the Subcommittee  to reduce the impact of defer­
ral of fiscal year 1980 funds by fur the r instru cting  the agency to 
begin the release of $400 million to the  s tates  which have obligated 
all of the ir fiscal year 1979 funds to keep the program moving.

I appreciate this oppor tunity to testify and would be most 
pleased to answer  any questions you might have.

Mr. Traxler. It is an excellent statement and we are very 
apprecia tive of your appearance here on behal f of the Council. 
There is not a grea t deal of sympathy on this committee for the 
Pres iden t’s deferra l request. It does p resen t some procedural prob­
lems for us and some othe r considerations. You may be sure we 
will be very careful to work with your staff  to see what we can do 
to alleviate what  we consider to be a wrong decision. I want to 
congratula te you on your new responsibilities, and we look forward 
to working with you in the  coming years.

Mr. Thompson. Thank you very much.
Mr. Traxler. These are very fine people who are on the scene 

here, and we have enjoyed our relationship with them.
Mr. Thompson. We thin k so too. T hank  you very much.
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Environmental Protection Agency

WITNESS

ROBERT L. EISENBACK, FIRST VICE PRESIDENT. AIR POLLUTION CON­
TROL ASSOCIATION

Mr. Traxler. We welcome Mr. Robert Eisenback, Air Pollution 
Control Association, on the EPA appropr iations.  We will make 
your statement a part  of the  record, Mr. Eisenback.

Mr. Eisenback. What I propose to do is j ust  read the statement.
Mr. Traxler. Fine.
Mr. Eisenback. Mr. Chairm an and members of the committee, 

my name is Robert Eisenback, Firs t Vice President  of the  Air 
Pollution Control Association. The Air Pollution Control Associ­
ation is a voluntary non-profit technical and educational organiza ­
tion dedicated to advancing the ar t and science of air pollution 
control. Our membership is balanced among industrial , govern­
ment, scientific and educational sectors and includes engineers and 
scientists of many disciplines as well as control agency officials. It 
is governed by a 17-member board of directors that  is elected by 
the membership.

At the Board of Directors meeting on March 25, 1980, the follow­
ing resolution relative to Federal Support for Air Pollution Man­
power Development was passed unanimously—and I read:

Resolution: A Position on Federal Support for Air Pollution Manpower 
Development

[Adopted by the Board of Directors on March 25, 1980]
Whereas, the Air Pollution Control Association (APCA) is a nonprofit technical and educational organization dedicated to advancing the science and ar t of air pollution control, and
Whereas, members of APCA, nearly 8,000, include engineers, scientists, pollution abatement enforcement officials, industr ial organizations, manufacturers of control equipment and instrumentation, scientific and educational institut ions and consul­tants, and
Whereas, the Board of Directors, since Ju ne 11, 1974, has consistently supported continuation of funding for select advanced degree programs offering air pollution control train ing, and
Whereas, for the fourth year EPA’s budget request (fiscal year 1981) contains no recommendation for academic t raining funds:

Now Therefore, be it
Resolved, That the APCA Board of Directors—

1. reaffirms its 1974 position on Federal support for Air Pollution Manpower Development;
2. strongly urges the Adminis trator of EPA to take the leading role in formulating manpower development policy; and
3. strongly urges the Adminis trator of EPA and Congress to reestablish funding to universities offering a ir and water pollution train ing programs and to graduate students.

The Air Pollution Control Association believes that failure  of the 
EPA and the Congress to support the training of specialists  will 
adversely affect our nation’s ability to deal with the complex prob­
lems of ai r pollution control.

We apprecia te being given this opportunity to present this tes ti­mony. Thank you.
Mr. Sabo. Thank  you. Let me just  ask  a  question.
Mr. E isenback. All right, I will t ry and answer.
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Mr. Sabo. You are our thir d or fourth witness on this question. 
What is your background?

Mr. Eisenback. I am from the industria l sector. I am the  Presi­
dent-Elect, my second job.

Mr. Sabo. How many people are involved from educational orga­
nizations in your group?

Mr. Eisenback. Of th e 8,000 I can ’t give you an exact number, 
but I would hazard  in the range of about four or five hundred 
probably, in the research and train ing,  both, in educational inst itu­
tions.

Mr. Sabo. I guess I am fundamentally bothered by what  I hear 
from everyone. What I hea r may be a problem with EPA, but I 
keep th inking it is more an indic tment of higher education in this 
country than it is of EPA.

If there is this very large substan tial need of a certain type of 
academic background in our society, in terms  c learly of a large and 
emerging field in a whole a rea  of specific background and training  
in environmental administra tion, it jus t seems to me that  it 
shouldn’t be the adm inis trato r of EPA that should be taking the 
leading role. It seems to me it should be the presidents and the 
boards of regents in higher education  through the country. I just  
find it a te rrible indictment.

Mr. Eisenback. I can ’t defend that .
Mr. Sabo. A terrible indic tment of higher education. Are they 

jus t totally  irresponsible? This program has been going on since 
when, 1974?

Mr. Eisenback. Well, no, actually probably before that.
Mr. Sabo. Before tha t. I can understand the case for the Federal 

government nudging to begin with, but  this is beyond a beginning 
nudge. We heard somebody else saying today because ther e weren ’t 
adequate federal funds, total  programs had disappeared from the 
curriculum of universities that rela te to tr aining people.

Mr. Eisenback. Not being from the  academic sector, I hest itate  
to really comment on that. I will say, though, that  a lot of the 
research programs are funded industrially.  I know t ha t for a fact, 
and these provide the support for graduate-level studies, but I 
think what we are dealing with here primarily is training the 
specialists that  are to be used by the Environmental Protection 
Agency.

Mr. Sabo. But, clearly, the market  is the re, from what everybody 
says, and I am not opposed to a continuing federal role. But when I 
hear  the accusation that  this is not happening because of the 
Federal government, I th ink  the indic tment  is in the wrong place. I 
thin k the responsibility should rest on the educational institutions 
of the country.

Mr. Eisenback. As I say, I cannot  comment on it.
Mr. Sabo. I hope you will lobby them.
Mr. Eisenback. We are not a lobbying organization, but  we can 

certa inly  try and lean on our own membership.
Mr. Sabo. Education.
Mr. E isenback. Educate the educators.
Mr. Sabo. Educate them a little  bit, because par t of what higher 

education is about is try ing to evolve to meet changing demands in 
our society, and clearly that  requires continued change. This, clear-
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ly, has been an emerging field for a number of years. While the 
Federa l government may have a role to play, in my judgment the 
primary responsibility rests elsewhere.

Mr. Eisenback. There may be a very good defense for tha t, too, 
and I am jus t not prepared to offer it. I would like to reserve the 
right to let someone who is in our association submit that  piece of 
evidence to your committee.

Mr. Sabo. Mr. Coughlin do you have any questions?
Mr. Coughlin. No questions a t this time.
Mr. Sabo. T hank  you.
Mr. E isenback. Thank  you.

Environmental Protection Agency

WITNESS

RICHARD L. HANNEMAN, DIRECTOR. GOVERNMENT AND PUBLIC AF­
FAIRS. NATIONAL SOLID WASTE MANAGEMENT ASSOCIATION

Mr. Sabo. Our text witness is Richard Hanneman, Director, Gov­
ernm ent and Public Affairs, National Solid Waste Management 
Association.

Mr. Hanneman, welcome to the committee.
Mr. Hanneman. Thank you.
Mr. Chairman and Members of the  Committee, my name is 

Richard L. Hanneman. I am Director of Government and Public 
Affairs for the National Solid Wastes Management Association. 
NSWMA represents more tha n 2,000 priv ate companies engaged in 
all aspects of waste management , including  refuse collection, proc­
essing, resource recovery, disposal, and proper management of haz­
ardous industria l wastes and the manufac ture  and distr ibution of 
waste service equipment. We are the  national voice of the waste 
service industry.

We are grateful for the oppor tunity  to appe ar before you today. 
We support the adm insi tration’s proposed budget allocations for 
the solid and hazardous  waste management programs of the U.S. 
Environmental Protection Agency. We would also share with you 
our perspective in priorit ies of government spending in the EPA 
budget as i t affects the solid waste service industry.

However, we recognize t ha t the resources are somewhat limited 
and would share now with you our perspective if you do decide the 
EPA budget must be reduced in the area  of solid waste manage­
ment.

We feel that top priority should be accorded to the  regula tory 
activities of the solid waste program, including completion of the 
rulemaking for hazardous waste regulation. The legislation has 
been much delayed, and we feel it has to go forward and would not 
warrant the lack of appropria tions to be responsible for it.

Our Association was engaged in litigation with EPA to try  to get 
them to keep the congressional ly-mandated schedule. We feel very 
strongly that the development of quality regula tions is essent ial to 
the program, and even though the regula tions are on ou r activities  
as an industry, we are very supportive of efforts  to develop those 
regula tions as quickly as possible.
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Also, in top prior ity should be the completion of the nationa l 
survey of the solid waste disposal facilities designed originally  to 
enclose the open dumps. This survey has lagged, and this  survey 
was not completed this year. We fear if funds are phased out as 
EPA plans to do, that  this will result in the  inventory not being 
completed which means that only those facilities that were previ­
ously recognized as solid waste facilities, only those facilities will 
be identified and subjected to the  regulat ions, whereas those facili­
ties such as the surface impoundments in lagoons which have 
caused a lot of problems would be exempted. We hope that this 
effort won’t be phased out  in 1980 or beyond 1980.

The final top priori ty concerns enforcement . We fear that the 
enforcement may not be fully funded enough to the point that it 
will be done on a full and equitab le basis. Our member companies 
are ready to invest tens of millions of dollars to build the  facilities 
necessary, part icula rly in the hazardous waste area, but if there is 
no enforcement of regulations, the re is no market for the ir serv­
ices, and in years past they have invested and lost money in 
building facilities that in 1977, for example, were only 50 percent 
utilized. We can’t recover that investment unless we have enforce­
ment of the regulations, so we would hope that  the resources would 
be available to EPA for that.

The second group of programs that  we feel are deserving of 
support but of a somewhat lesser priori ty are gran ts to programs to 
investigate  the feasiblity of resource recovery projects for the con­
version of garbage to energy and recover secondary materia ls.

This has been something that many communities get into, and 
we fea r that sometimes they get ahead of themselves because they 
get large federal support, but there is a  role for federal support to 
those communities tha t would not otherwise  be able to investigate 
the feasibility of such projects.

As you get into the project, we think the community’s only 
resources in the way of construction should be available to support 
tha t project.

The funding should also be available to EPA for it s research and 
development. Part icularly  in hazardous waste, we have some real 
areas  that we need to develop technology for today, but ther e are 
such things and other  new technologies that  a re coming on t ha t we 
could use EPA’s research  capacity  to assist in bringing onboard 
sooner.

Also, there  has been a recent question as to the safety of organic 
emissions from resource recovery plants , and EPA should very 
quickly tur n its research arm on that  project because resource 
recovery will not att rac t investment dollars until  those questions 
are put to bed.

The final program worth continu ing is the technical assistance  
program of EPA wherein EPA has contracted certa in interest 
groups, ourselves not included, and has also re tained consultants so 
tha t communities around the country  can come to EPA and draw 
on that as a resource to get advice on how to solve waste needs.

There are  a  couple of programs we feel are not cost effective and 
we recommend this committee look at very closely as far as the 
1981 budget allocation.
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First,  the Noise Office has behaved genera lly like the classic 

bureaucracy trying  to invent problems to justi fy its existence and 
its budget. As Senator William Proxmire right ly observed when 
EPA presented its budget to your counterpart  committee in the 
other House, legitimate questions have been raised concerning  the 
cost effectiveness of EPA’s regulat ion of noise from garbage trucks. 
Not only have these regulations drawn the angry fire of all the 
public agencies and private companies involved in refuse collection 
as unworkable  and wildly inflationary, but EPA has gone beyond 
that to recommend even more potent ially disastrous model legisla­
tion for munic ipal noise control.

The National League of Cities has informed us that due to the 
problems associated with the model as published, it is withdrawing 
its endorsement of the model despite NLC’s continued strong  en­
dorsement  for control of noise pollution. We would recommend tha t 
this committee as well question the need and effectiveness of funds 
allocated to the EPA Noise Office.

We recommend this committee look at the EPA Noise Office 
budget with an eye towards possible make-work projects being put 
into the ir agenda.

We are  aware tha t the Drinking Water Office of EPA is em bark­
ing on a program to design a national strategy for protection of 
groundwaters. We feel protection of groundwaters must be an im­
port ant priority  concern of EPA, but we do feel this is already 
being done under  existing programs, including the hazardous  waste 
programs under the Resource and Conservation Recovery Act, and 
this program by the Drinking Water Office would appear to dupli­
cate that and we would not thin k that  this should be funded as a 
high priority.

Congress on both sides is considering creation of a post-closure 
liability  fund to pay damages from closed RCRA permitted facili­
ties. This fund should have no budgetary impact. It should be 
created with disposal fees and not with taxpayer  dollars. This is 
making its way through the  Congress, and it will not, in our 
judgment , have any impact on the budget.

Finally, ther e are jus t a couple principles tha t govern our ap­
proach to budgetary allocations for EPA.

Equity must characte rize the regula tory process, part icularly  in 
the enforcement of environmental standard s and completion of the 
landfill inventory.

Second, we are committed to funding sufficient to administe r 
these programs in a quality man ner so as to enhance the ir credibil­
ity and public confidence in the sufficiency of the environmental 
regulations to protect the public interest. Unless the government is 
believed by the people, the people are not going to believe our 
operators, tha t the ir facilities are meeting the standards,  so we 
want the standards to be high in effectiveness. We believe this 
federal program to regula te solid and hazardous waste is entire ly 
dependent for its success on the partic ipation of qualified state  
environmental agencies.

To tha t end, we encourage state s to participa te in the program 
by providing them with the resources to do the job right and in 
terms  of equitable  application  of environmental standard s and
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building of public confidence in the actions and decisions of s tate 
environmenta l agencies.

We apprecia te this opportun ity to be here.
Mr. Sabo. Thank you for a very thoughtful  presentation. The 

State of Minnesota this year passed very extensive hazardous waste 
legislation and is planning  new programs. Have you had a chance 
to look at  that?

Mr. Hanneman. Yes, we worked closely with them. It has an 
innovative thing, including a siting  board. It has been tried in the 
State of Michigan and the idea here  is that  local governments 
frequently don’t want to have these  facilities but they are neces­
sary.

Mr. Sabo. It has been a long, difficult problem. I know a  person 
who worked on developing th at  legislation  four or five years.

Mr. Coughlin, do you have any questions?
Mr. Coughlin. I particular ly appreciate the fact in your testimo­

ny you do rank priorities  because I think that  that  is one of the 
very difficult tasks that this subcommittee  faces. I also appreciate 
the fact that where you see programs that you don’t thin k are 
being conducted effectively, you bring them to our at tention.

I think tha t is also very impor tant.
Thank you, Mr. Chairman.
Mr. Sabo. Thank you. We appreciate your being here.
Mr. Hanneman. Thank you, Mr. Chairman.

Environmental Protection Agency

WITNESSES

J. ROBERT NICHOLSON. CHAIRMAN, PUBLIC AFFA IRS COMMITTEE,
WATER & WASTEWATER EQUIPMENT MANUFACTURERS ASSOCI­
ATION, INC.,

ROBERT I). OLT, VICE PRESIDENT, WWEMA,
JOHN M. SCHEER, EXECUTIVE DIRECTOR, WWEMA

Mr. Sabo. Our next witness is Mr. J. Robert Nicholson, Chair ­
man of the Public Affairs Committee, Waste and Wastewater 
Equipment Manufacturers Association, Inc.

Welcome to the committee.
Mr. Nicholson. Nice to be here.
Mr. Sabo. Your full stateme nt will be entered in the record.
Mr. Nicholson. Mr. Bob Olt of Union Carbide Corporation, Vice 

President of WWEMA, and John M. Scheer, WWEMA’s Executive 
Director, are accompanying me.

We appreciate the opportunity to test ify. We won’t read from the 
statement, but we have some comments on it.

WWEMA consists of about 250 corporations engaged in the  man­
ufacture, design and insta llation of process equipment in the water  
and wastewater field. We employ about 25,000 employees collective­
ly, and to give you some rule of thumb, about 18 percent of the 
waste t rea tment  plant expenditure, about 18 percent of th at goes to 
equipment and new construction.

Our indus try did respond to the  1972 and 1977 Clean Water  Act 
as these acts provided sufficient incentive  for our collective man-
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agement to allocate resources to the  water pollution control indus­
try.

We have responded to what  we thin k is the best trad ition of free 
enterprise to meet the congressional mandate of 1972 and 1977.

Today, years  late r afte r the sta rt of the program, we believe that 
the momentum of the program is lost, part icula rly in the public 
sector as in cont rast to the industria l sector.

Indus try, it is about 90 percent in compliance to the 1977 best 
practical technology deadline. However, the municipalities  a re only 
in compliance about 40 percent and it is doubtful whether the 
larger communities will be in compliance by the  1983 deadline.

We sense a deterioration of the  construction gran ts program due 
to the  1977 amendments, causing some delays and the uncerta inty  
of funding. We feel that Congress did its job in 1972 in providing 
funding. However, the  construction grants program did suffer some 
interrup tions in funding. The impoundment of the  funds in 1973 
and 1976 provided some unobligated balances when it was released.

In 1977 the  good legislative corrections that were passed caused, 
rightfu lly caused, them delays and created  some unobligated bal­
ances in construction gra nt funds. I cannot blame your committee 
for looking a t these balances with kind of a squ inty eye. However, I 
think the EPA did testify, and we are glad to repo rt that  these 
balances are in the trend of being reduced.

We see tha t by the  end of 1981 these balances will be in the tune  
of $2.3 billion. To gain a momentum on the program, it would help 
to recognize tha t ther e is a  need for an unobligated balance  at the 
end of the fiscal period. We recommend a $2 to $2 ¥2 bil lion project­
ed unobligated balance be appropriate , and secondly, the certa inty  
of funding is as important as the level of funding.

Since 1977, it has been very difficult for WWEMA members and 
othe r participants in the  construction grants portions of the  Act to 
predict a potential market. But based on tha t, we have listed in our 
writt en testimony eight recommended needs. I would like to touch 
on a few.

One, that Congress appropria te the $3.7 billion for fiscal 1981, 
and that is for the construction grants program in that it be 
obligated in a 24-month  period. It would also be helpful if you get 
an early  commitment in 1980 for those funds so we can plan in the 
future for the  available market .

We ask Congress also to direct the EPA to limit the cur ren t 1980 
funding deferral for the construct ion gran ts to Step III. Deferred 
funding on Step I and II gran ts would cause a major delay in the 
total  clean wate r program with only minor budget improvements 
in the order of about 10 percent.

At such time as any sta te exhausts prior-year funding during  
that deferral period, 1980 deferred monies need to be used to fund 
Step I and II grants. This reduces future delays and also allows the 
state s tha t have obligated all the ir fiscal year money, 1979, to 
continue the clean water program. The State  of Wisconsin is the 
one direc tly affected by this .

In talking to the chairman  of DNR, he is out of money and he 
would like to continue  on Step I and Step II so th at  you can build 
up a backlog once this money is released. Non-deferra l of Step I
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and Step II projects build up a backlog that could help stimulate  
the economy.

We would like the Congress to direct the EPA to disaggregate 
grant obligations to help to segregate  it into large treatm ent  
plants, small treatm ent  plants, and sewers by dol lars and numbers 
of projects. This should help you, the EPA and ourselves and our 
partic ipants , to monitor the progress of funding in the pipeline.

We also recommend that funding for sewers be set at a set 
percentage, and the choice of the location be left up to the States 
or the municipali ties, tha t the re be a set percentage of the con­
struction gran ts funded, and the rest of it to sewerage trea tment  
plants.

We fur ther recommend that  Congress recommit to an annual $5 
billion appropriation,  correctable for inflation, beginning in 1982.

We find that the Innovative  Alternative Technology Program 
tha t has been funded for the  last  three years has been slow but it 
is in place right  now, and we are  beginning to reap some of it, or 
obtain some of the benefits from the program. And we encourage 
this committee to provide the  funding for the Innovative Alte rna­
tive Programs, and fur ther when it is up before Congress for your 
authorization, this organization, WWEMA, would support a long­
term commitment innovative alternative  so that  manufacturers  
can commit R&D dollars  to develop some processes and  projects to 
help move the program along.

In closing, major municipal wastewater  treatm ent  facilities are 
not being completed as the law requires on a timely basis. The 
contributing  factors are all correctable and within the current 
capability of t he EPA, State agencies, municipali ties, and the in­
dustry, like WWEMA, to solve without any fundamenta l changes 
in the program.

You will note that attached ther e is an Appendix A with addi­
tional comments on four EPA procedures that will reduce regula ­
tory delays, land trea tment, Innovative /Alte rnative Technology, 
Advanced Waste Trea tmen t and the Needs Survey.

That concludes the comments on our formal testimony and my 
associates and I s tand ready to answer any questions that  you may 
have.

[The stateme nt follows:]
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STA TEMENT BY

TH E WA TER AN D WA STEW ATER  
EQ UIPM EN T MAN UF ACTU RERS ASSO CIA TIO N

TO  TH E HOUSE SUBCOMMITTE E ON HUD  
AN D INDE PE ND EN T AG EN CIES

Ma y 7,  1980

M r. C hairm an and  mem be rs o f th e  su bco m m itt ee, my nam e is J . R ob e rt  

N icholson o f Z im pro , In c . and  th e  C hairm an  o f W at er  and  W as tewater  Equ ip m ent 

M a nu fa c tu re rs  A sso c ia ti o n , In c . 's  (h e re in a ft e r  -  WWEMA) P ub lic  A f fa ir s  C om m itt ee . 

A cco m panyi ng m yse lf  is  R obert  D . O lt  o f U nio n  C a rb id e  C o rp o ra ti o n , V ic e -P re s id e n t 

o f WWEMA and Jo hn  M . S cheer,  WWEMA's E xe cu ti ve  D ir e c to r . I am please d to  be  

here  to day to  d is cu ss  th e  v ie w s o f WWEMA co nce rn in g  a pp ro p ri a ti o ns  fo r  th e  (F Y )

1981 Clean  Water  b ud g e t and th e  C o n s tr u c ti o n  G ra n ts  P ro gra m . WWEMA is  an 

ass ociatio n o f o v e r 250 c o rp o ra ti o n s  th a t deve lo p  te ch n o lo g y , m anu fa c tu re  and  s u p p ly  

equ ip m ent,  m a te ria ls  and  se rv ic es  to  th e  w a te r and w aste w ate r in d u s try .  O u r p la n ts , 

in n e a rl y  e v e ry  s ta te  o f th e  u n io n , em ploy  o v e r 25 ,0 00  pe ople  and accoun t fo r  abou t 

18% o f th e  e x p e n d it u re  fo r  new trea tm en t fa c il it ie s , o r  abou t $0. 7 b il li o n  a n n u a ll y .

The  equ ip m ent p a r t o f th e  w aste w ate r tr e a tm e n t p la n t is  c r it ic a l to  p ro p e r 

perf o rm ance  and depends on  te chnolo g ie s and people  th a t a re  a c r it ic a l re sou rc e  

th ro u g h o u t in d u s tr y .  T h e  pa ss ag e o f th e  C le an W ater  A c t in  1972 p ro v id e d  an  

in ce n ti ve  fo r  in d u s tr y  to  a llo ca te  more re sou rc e s  to  th e  p o ll u ti o n  aba te m ent in d u s tr y  

and th e  fi n an c ia l co m m unity re sponded . C o rp o ra ti o n s  co m bined te chn ic a l e x p e rti s e  

to  p ro v id e  a new s y n e rg y  fo r  clea nup o f w a te r. T ra d it io n a l su p p li e rs  o f  w aste w ate r 

equ ip m ent in ve s te d  in  ne w and en la rg ed  m a n u fa c tu ri n g  fa c il it ie s . N ew , more c o s t-  

e ff e c ti v e  te ch n o lo gy  ha s become ava ila b le . In  s h o r t,  o u r  in d u s tr y  and in v e s to rs  

re sponded in  th e  bes t tr a d it io n  o f fr e e  e n te rp r is e  to  fu l f i ll  laws e s ta b lis hed  b y  C o n g re ss .
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T o d a y , o n ly  se ve n ye a rs  a f te r  th e  s ta r t o f  th e  C lean  W at er  P ro gra m , momentum 

ha s been lo s t b y  th e  p u b li c  se c to r.  O ve r 90% o f in d u s try  co m pl ied w it h  seco ndary  

tr e a tm e n t b y  1977 , b u t to d a y  fe w er th an  40% o f  th e  m u n ic ip a li ti e s  meet th e  same 

seco ndary  tr e a tm e n t laws th re e  ye a rs  la te r . E v id ence  b u il d s  th a t ma ny la rg e  c it ie s  

may fa il  to  meet th e  1983 m an da te  o f  a t le ast  secondary  tr e a tm e n t.  C ongre ssional 

le ade rs h ip  is  w an in g  w it h  le ss  th an  o n e -h a lf  o f  th e  p u b li c  sec to r w ork  co m ple te d.

T he  Clea n Water  P ro gra m  has  d e te ri o ra te d  due  to  e xcess iv e  re gu la ti on  and lo st it s  

p ro b le m -s o lv in g  em phasi s.

M ark et p re d ic ta b il it y  ha s d e te ri o ra te d  caus in g  w it h d ra w a l o f re sourc es by  

m a nu fa c tu re rs , c o n tr a c to rs  and c o n s u lt in g  e n g in e e rs . T h re e  major  su p p li e rs  and o v e r 

fo r ty  co mpa nies  in  WWEMA ha ve  w it h d ra w n  si nce  1977. P ro gra m  re g u la ti o n s  in acte d  

in  1977 dela y major  tr e a tm e n t p ro je c ts . T h is  d is cou ra ges te ch n ic a l in n o va ti o n , 

equ ip m ent q u a li ty  and  o p e ra b il it y , and  in fl a te s  co s ts  to  c it ie s . C ongre ss io nal fu n d in g  

c e r ta in ty  is as  im po rt a n t as  th e  le ve l o f d o lla rs  a p p ro p r ia te d .

T h e re  is  a C ongre ss io na l m is -p e rc e p ti o n  o f  a p p ro p r ia ti o n  ex ce ss  in  th e  P ro g ra m .

A p p ro p r ia ti o n s  o v e r th e  la s t tw o ye a rs  has  been  be low th e  le ve ls  C ongre ss a u th o ri ze d  

in  1977. T im in g  o f  a p p ro p r ia ti o n  a p p ro va l is be in g  dela ye d la te r in  th e  b ud g e t pro ce ss  

c o n tr ib u ti n g  to  p ro g ra m  u n c e r ta in ty .

S p e c if ic a ll y , WWEMA reco mmen ds  th e  fo llo w in g :

1. C ongre ss  a p p ro p r ia te  $3.7  b il li o n  fo r  FY  1981 to  be  o b lig a te d  to  

m un ic ip a l p ro je c ts  o v e r a pe ri o d  no t lo n g e r th a n  tw e n ty - fo u r  m on th s . 

F u r th e r  WWEMA u rg e s  th is  co mmittee  to  w o rk  fo r  an  e a rl y  b ud g e t 

co mmitm en t in  1980 fo r  FY 1981 th a t w il l p u t an  end to  u n c e r ta in ty .

2.  WWEMA u rg e s  pa ss ag e o f tw o - ti e r  fu n d in g  le g is la ti o n  as  pa ss ed  in  

th e  Hou se (H R41 13 ) and now pen d in g  be fo re  th e  S enate (S 3128). 

" T w o - t ie r "  encoura ges s ta te  and  loca l e ff ic ie n c y  in  th e  Clea n W at er
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P ro gra m . W ithout enactm ent o f  tw o - ti e r  fu n d in g  le g is la ti o n , a t 

le ast  tw e lv e  s ta te s  w il l be  co m ple te ly  o u t o f fu n d s  and  an  add it io na l 

te n  to  tw e n ty  s ta te s  w il l be  severe ly  c u rta il e d  in  th e  p ro je c ts  th e y  

can fu n d . T h is  w il l pena liz e  th e  e ff ic ie n t la w -a b id in g  s ta te s  and  

d e tr a c t from  C ong re ss io na l c re d ib il it y .

3. WWEMA ask s C ong re ss to  d ir e c t th e  EPA to  no t d e fe r fu n d in g  o f an y 

S te p I (p la ns) and  S te p  II  (d es ig n ) g ra n ts . These  g ra n ts  in vo lv e  

less  th an  10% o f th e  to ta l a p p ro p r ia ti o n s  b u t re p re s e n t a m ajo r p a r t 

o f th e  fo u r  to  n in e  y e a r p ro je c t.  D e fe rr e d  fu n d in g  o f  S te ps I and II 

g ra n ts  ca us es  a m ajo r de la y in  th e  to ta l Clean  W ate r P ro gra m  w ith  

o n ly  m in or b u d g e t im pro vem ents . A t su ch  tim e as  a ny  sta te  exhausts  

p r io r  ye a r fu n d in g , d u r in g  th e  d e fe rr a l p e ri o d , 1980 d e fe rr e d  mon ey s 

ne ed  to  be  us ed  to  fu n d  S te p I and  S te p II  g ra n ts . T h is  re duces 

fu tu re  de la ys and also  a llo w s st a te s th a t ha ve  o b li g a te d  a ll  o f th e ir  

fi sca l ye a r 1979 mon ey  to  con tinue  some Clean  W ate r p ro g re s s . EPA 

is  also  ask ed to  re p o r t S te ps I an d II  p ro g re ss  q u a r te r ly  on  p ro je c ts  

se rv in g  mo re th an  50 ,000  popu la tion  e q u iv a le n t.  N o n -d e fe rra l o f 

S te ps I and II  p ro je c ts  b u il d s  a back lo g  o f  c o n s tr u c ti o n  o p p o r tu n it y  

i f  ne ed ed  to  s tim u la te  th e  ec on om y.

4.  WWEMA ask s th is  co m m itt ee to  d ir e c t EPA to  d is a g g re g a te  g ra n t 

o b lig a ti o n s  in to  la rg e  tr e a tm e n t p la n ts , small tr e a tm e n t p la n ts , and 

se wer  ca te gori es . T h e  d is agg re ga te d  s ta ti s ti c s  shou ld  en able  C ongre ss, 

th e  EPA and o th e rs  to  m on ito r EPA p r io r it ie s  and p ro g re s s  on  th e  

p ro je c ts  mos t im p o rt a n t to  th e  1983 man da ted go als  and  to  c o rre c t 

de la ys . Sew er  re la te d  fu n d s  sh ould  be  budge te d  a t a perc en ta ge  o f 

annual o b li g a ti o n s , w it h  ch oic e o f se wers  dele gate d to  s ta te  and  loca l 

govern m ent to  meet th e ir  pe rm it  s ta n d a rd s .
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5. WWEMA u rg e s  th is  co mmittee  to  re cogn iz e  th e  e xce lle n t EPA p ro g re ss  

in  re d u c in g  th e  u nob lig a te d  fu n d s , and a sks  th e  co mmittee  to  re co mmit 

to  y e a r ly  a p p ro p r ia ti o n s  o f $5 b il li o n , escala te d  fo r  in fl a ti o n  s ta r ti n g  

w it h  FY 1982. EPA da ta  show FY  1979 o b li g a ti o n s  o f $3. 9 b il lio n

and  u n o b lig a te d  ba lanc es  o f  $3. 9 b il li o n . B e fo re  th e  P re s id e n t's  

d e fe rra l o f  FY 1980 fu n d s , EPA p ro je c te d  u no b lig a te d  ba lanc es  a t th e  

end  o f  FY 1980 o f $2. 8 b il li o n  and  $2. 3 b il li o n  a t th e  end  o f FY  1981. 

Eve n w it h  th e  d e fe rr a l o f FY 1980 m oney,  th e  bal an ce  o f $2. 3 b il li o n  

a t th e  end o f  FY  1981 is  re a li s ti c . P ro je c te d  EPA o b lig a ti o n  ra te s  

w il l exc ee d C ongre ss io nal a p p ro p r ia ti o n  ra te s  th ro u g h  FY 1981 .

6. WWEMA be lieves  th e  M un ic ip a l Lo an  G uara nte e  Amen dm en t (S 389 4),  

si gned  b y  P re s id en t Ford  in  1976, sh ou ld  be  re v it a li z e d . We u rg e  

th is  co m m itt ee to  dete rm in e th a t loan  gua ra n te es  a re  be in g  u ti li z e d  fo r  

lo ca l- share  cos ts  b y  fi n a n c ia ll y  d is tr e s s e d  c it ie s  to  avo id  de la ys o f  

m ajo r tr e a tm e n t p ro je c ts .

7. WWEMA w an ts  C ongre ss to  re cogn iz e  th a t th e  In n o v a ti v e  and  A lt e rn a t iv e  

te ch n o lo gy  p ro gra m  is  d e c lin in g  bec au se  o f  la ck  o f a re ne wed  Con­

g re ss io na l co m m itm en t. WWEMA b e lieves th a t EPA is  do in g a 

re asonable  jo b . C ongre ss and a p p ro p r ia ti o n  u n c e rt a in ti e s  ha ve  con­

t r ib u te d  to  a s h if t aw ay  from  pro b le m  so lv in g  to w a rd s  exce ss iv e 

re g u la ti o n s . EPA ha s m ain ta in ed op en  co m m unicatio ns and co opera te d

in  a n a ly s is  o f  th e  bas ic  clea n w a te r p r io r it ie s  fo r  la rg e  tr e a tm e n t p la n ts . 

A p p ro p r ia ti o n  re du c ti o n  w il l re s u lt  in  re duced  co n s tr u c ti o n  th a t so lves 

th e  clea n w a te r p ro b le m . A d d it io n a l re g u la ti o n s  cannot clea n up  w a te r.

8.  M ajo r m un ic ip a l w aste w ate r tr e a tm e n t fa c il it ie s  a re  no t be in g  co m plete d 

as  th e  law re q u ir e s  on  a tim e ly  b a s is . T h e  c o n tr ib u ti n g  fa c to rs  a re
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a ll  c o rr e c ta b le  and w it h in  th e  c u r re n t c a p a b il it y  o f  th e  

E nv ironm enta l P ro te c tion  A g e ncy , th e  s ta te  agencie s, m un ic ip a li ti es  

and we in  in d u s tr y  to  so lve , w it ho u t any fu ndam enta l ch an ges in 

th e  p ro g ra m  . C ongre ss ne ed s to  ab id e by  it s  fu n d in g  co mmitm en t 

o f  1972 and 1977, and  EPA ne ed s to  assure  se condary  tr ea tm en t 

p r io r it ie s .

WWEMA ha s a ttached  a d d it io n a l co mmen ts on  fo u r  EPA p ro ce d u re s  th a t w ill  

re duce  re g u la to ry  de la ys (A n ne x  A ) .  These  re la te  to :

a)  Land tr e a tm e n t

b)  In n o v a ti v e /A lt e rn a ti v e  te chno lo gy

c)  A dvanced  was te  tr ea tm en t

d) Ne ed s s u rv e y

In  conc lu s io n , M r. C ha irm an , WWEMA re m in ds C ong re ss o f  e ig h t ne ed s nec essary  

to  m ain ta in  cl ea n w ate r mo mentum and  q u a li ty :

1. A p p ro p r ia ti o n  o f  $3.7  b il li o n  to  th e  C o n s tr u c ti o n  G ra n ts  Pro gr am  

fo r  FY 1981, w it h  b udge t co mmitm en t e a rl y  in  1980;

2.  Pa ssage o f  "T w o - t ie r "  fu n d in g  le g is la ti o n  in  1980;

3.  F u ll  fu n d in g  o f  S te ps 1 and  II  g ra n ts , w it h in  th e  b ud g e t d e fe rr a l 

p ro g ra m ;

4. S ta tu s  re p o r ti n g  by  EPA fo r  p ro je c ts  S te ps I and II  ca te gories  to  

re duce  de la ys , and d is a g g re g a tio n  o f  g ra n t s ta ti s ti c s  to  m onito r 

p r io r it ie s ;

5. S u p p o rt  o f  a $5 b il li o n  b ud g e t a p p ro p r ia ti o n  fo r  fi sca l y e a r 1982;

6. Im ple m enta tio n o f  th e  m unic ip a l loa n gua ra n te e  am en dm en t o f  1976;

7. Renew in n o v a ti v e  and a lt e rn a ti v e  te chno lo gy in c e n ti v e s ; and

8. Red uc e de la ys  and in cr ease la rg e  p la n t se condary  tr e a tm e n t p r io r it ie s .  

T h a n k  yo u fo r  th e  o p p o r tu n it y  to  p re se n t WWEMA's p o s it io n .
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AN NE X A

ATTACHM ENT TO  WWEMA TE STIM O NY

I t  is c le a r th a t am en dm en ts  to  th e  Clean  W ater  A c t in  1977, cre ate d  re gu la tion s  

th a t ha ve  re su lt e d  in  a de la y o f  w o rk . T h re e  re q u ir e m e n ts  in  th e  1977 am endm ents 

a re  ce n tr a l to  th ese d e la ys : 1) Land tr e a tm e n t b ia s : p ro je c t p ro posa ls  th a t do  not 

u ti li z e  la nd tr e a tm e n t m ust  in c lu d e  p ro o f th a t la nd  tr e a tm e n t te ch n iq u es  are  not 

a pp li cab le . In  fa c t,  th e re  is  no  basis  in  s ta tu te  o r  le g is la ti v e 's  h is to ry  to  su p p o rt  

th is  a dm in is tr a ti v e  em ph asi s on  n a tu re  in te n s iv e  pro cesses to  th e  exc lu s io n  o f  o th e r 

te ch n o lo gy . Fo r p ro je c ts  o f  5 MCD o r la rg e r , EPA shou ld  w aiv e th e  re qu ir em en ts  o f 

PRM 79 -5  th a t g ra n t a p p li c a n ts  "b e  re q u ir e d  to  p ro v id e  co m plete  ju s ti fi c a ti o n  fo r  th e  

re je c tio n  o f  land tr e a tm e n t" . 2) In n o v a t iv e /A lt e rn a ti v e  te ch n o lo gy  : a no th e r pro b le m  

d e ri ve s  from  a r id e r  C on g re ss  a ttached  to  th e  Clean  W ate r A c t w hic h  re q u ir e s  EPA 

to  p re ss  fo r  use o f a lt e rn a ti v e  o r in n o v a ti v e  te ch n o lo gy  in  ne w sewage p la n t des ig n s . 

The  m oneta ry  in ce n ti ve  was  added in c re as in g  th e  fe d e ra l share  o f q u a li fy in g  p ro je c ts  

to  85%. T he  in te n t o f C ong re ss  was to  s tim u la te  des ig ns  th a t would  re duce costs , 

conse rv e  e n e rg y , and im pro ve  r e li a b il it y .  I t  is  fu ndam enta l to  th e  co nsu lt in g  

eng in ee rs  p ro posa ls  to  w eig h  th ese  fa c to rs  p re p a r in g  c o n s tr u c ti o n  d es ig ns. H ow ever, - 

th e  EPA fr e q u e n tl y  sub je c ts  eng in ee ri ng  p la ns to  u n n e ce ssa ri ly  le n g th y  in ve s ti g a ti on s  

to  ma ke c e rt a in  th a t adequate  cons id e ra tion  ha s been  g iv e n  to  in n o va ti ve  o r  a lt e rn a ­

t iv e  des ig n .

For p ro je c ts  o f  5 MCD o r  la rg e r , EPA shou ld  w aiv e  I /A  re v ie w s unle ss re queste d  

b y  th e  m u n ic ip a li ty  as  a p a r t  o f a subm it ta l to  q u a li fy  fo r  85% fe de ra l fu n d in g .

3) Advance was te  tr e a tm e n t: g ra n t fu n d in g  fo r  p ro je c ts  more s tr in g e n t th an 

se condary  le ve ls  a re  c u r re n t ly  su bje cte d  to  th e  in te n s iv e  re v ie w  a t th e  re g io na l le ve l,  

i f  th e  a dd it io na l co st fo r  tr e a tm e n t beyo nd se co ndary  is  u n d e r $3 m il li o n , and at 

th e  nationa l le ve l fo r  p ro je c ts  wh os e a d d it io na l costs  is  o v e r  $3 m il li o n .
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PRM 79 -7  s e tt in g  fo r th  p o li c y  and  p ro ce d u re s  on  th is  m a tt e r,  s p e c if ic a lly  

s ta te s  th a t beg in n in g  in  fi s ca l y e a r 1980, th e  p ro je c t re v ie w s  cond u c te d  b y  he ad ­

q u a r te rs  w il l be  dele gate d to  re g io na l o ff ic e s  dem onstr a ting  c a p a b il it y . We u rg e  th a t 

th is  a d m in is tr a ti v e  st ep be  ta ke n  to  re duce  de la ys . We fu r th e r  u rg e  th a t EPA 

p ro ce d u re s  fo r  th ese re v ie w s be  s ta n d a rd iz ed  to  meet a com ple tion date  w it h in  

45 w o rk in g  days.

We have  ta ken  th e  tim e o f  th e  co m m ittee  to day to  re v ie w  th re e  EPA p ro cedu re s , 

w it h  one  p r im a ry  pu rp ose  in  m in d . A n  o ve ra ll  re v ie w  o f  tim e re qu ir e m e n ts  ex ac te d 

b y  p ro g ra m  p o li cy  and p ro ce d u re s  is  b a d ly  ne ed ed  to  in tr o d u c e  tim e ma nagement as 

a s ig n if ic a n t co st  c o n tr o l in  th e  C o n s tr u c ti o n  G ra n ts  P ro gra m .

4) Nee ds  s u rv e y : in fl a ti o n a ry  g ro w th  in  cos ts , c u r re n t ly  ru n n in g  a t an ann ua l 

14% ra te , is  a fu n c ti o n  o f tim e . In  th e  fo rm u la tion  o f th e  to ta l o f 1978 pro gra m  

re q u ir e m e n t mem oran du m, no  c o ns id e ra ti o n  could  be  g iv e n  to  th e  im pact o f tim e 

re q u ir e d  to  fu l f i ll  th e  re q u ir e d  tr e a tm e n t.  Today EPA po ss es se s ac tu a l experience 

from  w h ic h  to  ju dge  th e  co st  o f  tim e and  to  e ff e c ti v e ly  manage th ose co s ts . We u rg e  

th is  co m m itt ee to  u rg e  th e  EPA to  eva lu a te  it s  tim e and esc ala tion in  th e ir  es tim at es  

o f  seconda ry  and adv ance d secondary  tr e a tm e n ts  needs.  O th e r m u lt i- p u rp o s e  

p ro g ra m s ne ed  to  be dela ye d u n t il  th e  bas ic  leve l o f tr e a tm e n t is  s u b s ta n ti a ll y  ach ie ved.

63-2 77 0 - 8 0 - 2 5
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Mr. Sabo. Thank you.
I have had complaints from people tha t they incur problems wi th 

what they perceive to be cont inually changing regulations by EPA. 
Do you share that judgment?

Mr. N icholson. Yes, it is a moving target. Some of it is based on 
the 1977 legislation, and so th ere was some problems with project 
initiation after  1977. I couldn’t get a handle  on it, the restudy and 
re-evaluation. I guess tha t is understandable.  But since tha t time 
there are numerous PRMs tha t come ou t that  sometimes are hard 
to realize the meaning of them.

I spend my full time for our  company in government affairs, and 
it was c reated since 1977, so based on tha t, I guess it takes  a full­
time man to keep track of what you are  commenting on.

Mr. Olt. Let me add one comment. I don’t believe that we need 
new legislation from Congress to reduce the regulations.  I think 
jus t a colloquy or a support of Congressman Mineta’s original 
request of the EPA to show a 25 percen t improvement in the major 
project schedules would be enough. EPA knows how to get around 
a lot of the regula tions that they have.

Mr. Sabo. What is happening with the two-tier funding legisla­
tion?

Mr. Nicholson. Of course, it  passed the House and it is sitting in 
the -----

Mr. Scheer. Excuse me. At the present time it is sitting before 
Senator  Muskie’s Subcommittee on Water Pollution and has been 
there since it passed the  House last December, I think, with no 
indication to ac t upon i t as far as I know.

Mr. Coughlin. The man in the State of Maine is not up agains t 
his limit.

Mr. Olt. Tha t is right. And one other important area, it could 
have proven embarrassing to the State of New York. We under­
stand Senator Moynihan, he is a key member of t ha t committee.

Mr. N icholson. WWEMA is in support of that  par ticu lar legisla­
tion.

Mr. Coughlin. I did inquire earl ier about any opinion of anyone 
else about the legality of overriding the  defer ral of Step I and Step
II funding, and I don’t know whether you have looked into tha t 
question. I don’t know w hether that can be done.

Mr. N icholson. A line deferral?
Mr. Coughlin. The deferral sent down by the  President requires 

action by Congress, you override on the deferral.
Mr. Olt. Our understanding is that  the deferral was a certain  

dollar targe t. And since 90 percent of th e dollars are Step III and 
represent construction in a relatively short period of the total 
project life, we feel that is the place to take  the dollars.

The two-thirds of the project life is in Step I and II, but  t ha t only 
involves 10 percent of the grant funds, and so you can reduce 
future delays by full funding of Step I and II and not impact Step
III construction.

I might point out that  WWEMA members, that would be con­
tra ry to what  you would think WWEMA members would support. 
We provide the  equipment in Step III, bu t we are  saying to prevent 
future delays we are willing to give up ano ther  10 percent of the
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core of our business so that  projects are at least  ready to go, particularly if it can help s timu late  th e economy.

Mr. Scheer. I may add concerning the  deferral, it is my unde r­standing that the  laws set up by the Congress, a definition of a deferra l is tha t the Congress has until  the  end of the  session to act upon it. If t ha t is true, then  the  deferral period would be over for EPA because it is set for the  end of September.
However, rescission again, the Congress has to act w ithin 45 days and ther e is some misconception as far as the terminology as to what  is required in th is specific case.
Mr. Coughlin. This is a deferra l, not a rescission.
Mr. Scheer. I still hea r where the Congress has to act within 45 days, but if it is a deferra l, the Congress has to the  end of the session, if I am not mistaken .
Mr. Olt. The attorneys were not involved in the  EPA deferra l action, were they?
Mr. Sullivan. The a ttorneys were not involved.
Mr. Coughlin. I would hope that  the  Nelson deferral doesn’t pass the Senate. Then at least we might take  a look at at least lifting the deferra l on the Step I and II funds.
Mr. N icholson. Senator Nelson from Wisconsin?
Mr. Coughlin. Right.
Mr. N icholson. I d idn’t know tha t he was working on the  defer­ral.
Mr. Coughlin. T hank  you, Mr. Chairman.
Mr. Sabo. Thank you, Mr. Coughlin. Thank you for being here.

Environmental Protection Agency

WITNESS ES

IRVING GOTTLIEB, LONZA, INC.
MICHAEL D. LARIO, PRODUCT MANAGER

Mr. Sabo. Our next witness is Irving Gottlieb, from Lonza, Inc.Welcome, and you have been waiting  patiently. We will enter your prepared statement for the record.
Mr. Gottlieb. Mr. Chairm an, this is Mike Lario, Product Man­ager.
Mr. Chairman, my name is Irving Gottlieb and I represen t Lonza, Inc. Lonza manufactures basic antimicrobia l raw mate rial chemicals, formulates such chemicals into end-use products, and distributes these products in commerce.
I w ant to express my apprec iation  for this opportuni ty to testify about three major problems concerning  the EPA’s implementa tion of FIFRA which we believe resul ts in substantia l regulatory  ineffi­ciency and significant  waste of EPA’s resources.
I have a detailed prepared stateme nt which I would like to submit for the record, 50 copies of which were delivered to the Committee, and devote my time today to giving you concrete exam­ples of just  how serious  these thre e problems really  are.
First , with respect to EPA’s Pesticide Regist ration Procedures under FIFRA, the cite-all problem. In my prepared stat ement  I set forth the detailed legal and othe r reasons why cite-all is illegal and
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inefficient and describe the way we have proposed to correct the 
problem.

Appendix A of Lonza’s prepared sta tem ent  shows tha t the EPA 
has made some progress in reducing the  cost and trouble  imposed 
on formulators of end-use products, but  EPA has indicated that  it 
still intends  to impose mandatory cite-all on manufacturing-use 
products.

Therefore, I would like to point out what, in my judgment , is the  
most damaging aspect of cite-all. By imposing m andatory cite-all on 
manufacturers, EPA refuses to allow manufac turers of basic pesti­
cide chemicals to rely solely on the ir own scientific data  to support 
registration of a new product.

Instead, it requires manufac turers to adopt EPA’s “cite-all” ap­
proach and thus  re ly upon a ll per tine nt data  submitted  to the EPA 
after  the end of 1969.

I respectfully submit that EPA’s “cite-al l” policy therefore dis­
courages manufacturers  of basic chemicals from generating the 
best and latest scientific data  and, instead compels them to cite 
possibly obsolete data  generated by outmoded testing procedures 
and which are therefore of doubtful val idity.

Mr. Chairman, I thin k this situa tion requires correction. During 
the interval until  the law is amended to correct “cite-all,” I would 
hope this committee would direct that  no appropriated funds be 
used by EPA to enforce mandatory  “cite-all” on basic chemical 
manufacturer s.

My second example relate s to the  EPA misinterp retat ion of Sec­
tion 3(C)(2)(A) of the  Act, which is discussed in detail in my pre­
pared statement . The practical effect of the EPA policy is that  a 
company that desires to develop a new product cannot  know in 
advance all of the data  requirements EPA will r equire for regis tra­
tion of the  product. At present, the  EPA enforces a hodgepodge of 
data  requirements derived from thei r 1975 guidelines, from various 
provisions in the ir proposed guidelines, and even requirements that 
appear only in draf t guidelines that  have not even been published 
in th e Federal Register.

As a practical matt er, Mr. Chairman, and I speak from actual 
experience, many valuable products were not developed or are 
being delayed, because a manufa cturer such as Lonza cannot fore­
cast development costs adequately.

This happens because EPA changes the rules of the game so 
frequently in the  course of processing a regis tration application  
that it is impossible to forecast what  data  requirements will ulti ­
mately be imposed on new products. Lonza actual ly delayed devel­
oping its improved Bardac line of antimicrobia l manufacturing-use 
products for several years because we could not be sure what the 
data  requirements would be and hence what  they would cost.

What I mean is, a product that  we would make and sell to a 
formulator which he would fo rmulate or dilute and sell to the  end 
user. We delayed this for several years because we could not be 
sure what the data  requi rements would be and hence what  the 
costs would be.

Ironically, this new line of products we feel is far bet ter than 
existing products from an environmental and public health point of 
view. This EPA policy is bad for the indus try, bad for th e economy
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and bad for th e environment. We believe that the  plain meaning of 
Section 3(C)(2)(A) is t ha t the data  requirements  to support a regis­
trat ion are those in force on the day the applicat ion is filed.

If, during the  processing period, the EPA decides to change data  
requirements , it cannot  impose the  new requirements on pending 
applications , but  rather must obtain the new data  under Section 
3(C)(2)(B) I.E. as data  necessary to support the registration.

We believe this  is the procedure Congress clearly intended and 
hope this committee will direct EPA to abandon its cur ren t prac­
tice of frequent erra tic rule changes, which is costly and time 
consuming to  both the agency and the industry .

Finally, my prepared statement explains  the adverse conse­
quences of EPA’s handling  of the  so-called iner t “active” ingredient 
problem. This relates to substances  which are used as solvents, 
builders or chelat ing agents in pesticide products, but which are 
not themselves pesticides and no pesticidal claim is being made or 
intended concerning them. EPA nonetheless treats  them as if they 
were active ingred ients in a pesticide even though  as a scientific 
ma tter  they are pesticidally inert. My prepared stateme nt chal­
lenges the validity  of this EPA practice  and details  the  hardship  it 
causes.

EPA knows that  this is a problem. They have had a committee 
working on this on and off for the  last two years. Lonza has 
submitted petitions. We have spoken directly to Mr. Johnson about 
it. He agrees it is a problem, but as was stated in the meeting, he 
didn’t know how to go about getting these  products out from under 
the  ac t of classification.

But, Mr. Chairman, the most objectionable aspect of this practice 
is that it is a flag rant  case of double regula tion. The EPA has 
clearly stated it regula tes these substances unde r the  Toxic Sub­
stances Control Act, yet it continues to regulate them under  
FIFRA. We respectfully  urge that  this committee  direct that no 
funds appropriated for FIFRA shall be used to regulate these  iner t 
“active” ingredients and that such substances be regulated under  
TSCA.

Mr. Chairman, each of these problems contributes  subs tanti ally 
to delay, higher regula tory compliance costs, but  also waste of 
EPA’s resources which could be b ette r applied to o ther  valid activi­
ties. We are attem pting to correct these problems by legislative 
amendments, but that  is a long and uncerta in process. We believe 
that this committee can cope with the problem now by considering 
the suggestions tha t I have made.

Thank you.
[The stat ement follows:]
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Mr. C hair m an , ray nam e i s  I r v in g  G o t t l i e b .  I am th e  sp ok es m an  
f o r  LONZA, I n c . who se  a d d re s s  i s  2 2 -1 0  R o u te  208, F a i r  Law n, New 
J e r s e y  07410. LONZA m a n u fa c tu re s  b a s ic  a n t i m ic r o b i a l  raw 
m a te r i a l  c h e m ic a ls , fo rm u la te s  su ch  c h e m ic a ls  i n to  e n d -u se  
p ro d u c ts  an d d i s t r i b u t e s  th e s e  a n t i m ic r o b i a l  p ro d u c ts  in  co mmerce .
I  a p p r e c ia t e  t h i s  o p p o r tu n i ty  to  a p p e a r  b e f o r e  t h i s  C om m it te e to  
t e s t i f y  c o n c e rn in g  c e r t a i n  m ajo r p ro b le m s we a r e  h a v in g  w it h  
EPA 's  a d m i n i s t r a t i o n  o f  t h e  F e d e ra l  I n s e c t i c i d e ,  F u n g ic id e  an d 
R o d e n ti c id e  A ct  (FIFRA ) a s  am en de d in  1978 . T h ese  a r e  p ro b le m s 
w hic h we b e l i e v e  a r e  c lo s e l y  r e l a t e d  t o  EPA 's  a p p r o p r i a t i o n s  an d 
t h e i r  u t i l i z a t i o n  o f  ag en cy  r e s o u r c e s .

Mr . C hair m an , we h av e  t h r e e  b a s i c  p ro b le m s w it h  t h e  EPA 's 
im p le m e n ta ti o n  o f  FIFRA:

1.  " C i t e - a l l " . Th e f i r s t  p ro b le m  i s  one w hic h I  am s u r e  yo u 
h av e  h e a rd  a b o u t from  v i r t u a l l y  e v e ry  s e c t o r  o f  t h e  p e s t i c i d e  
i n d u s t r y .  I  h av e  r e f e r e n c e  to  t h e  " c i t e - a l l "  p ro b le m . I am 
s u r e  t h a t  yo u a r e  a l l  a c q u a in te d  w i th  EPA 's  " c i t e - a l l "  p o l ic y .
Th e EPA h a s  c l e a r l y  d e c la r e d  i t s  i n t e n t i o n  t o  c o n ti n u e  to  im pose  
" c i t e - a l l "  on  t h e  r e g i s t r a t i o n  o f  m a n u fa c tu r in g  u s e  p r o d u c ts .
(4 4  F .R . 27935, May 1,  1 9 7 9 .)  I w i l l  d i s c u s s  " c i t e - a l l "  a s  i t  
e f f e c t s  r e g i s t r a t i o n  o f  e n d -u se  p r o d u c ts  i n  a  mo me nt.

LONZA o b je c t s  t o  " c i t e - a l l "  f o r  th e  f o l lo w in g  r e a s o n s :

A. " C i t e - a l l "  i s  i l l e g a l . S e c t io n  3 (C )(1 ) (D )  c l e a r l y  
p ro v id e s  t h a t  a p p l i c a n t s  may s u p p o r t  a r e g i s t r a t i o n  by  " . . . a  f u l l  
d e s c r i p t i o n  o f  t h e  t e s t s  made an d t h e  r e s u l t s  t h e r e o f  upon w hic h  
th e  c la im s  a r e  b a s e d , o r  a l t e r n a t i v e l y  a  c i t a t i o n  t o  d a ta  t h a t  
a p p e a rs  i n  th e  p u b l ic  l i t e r a t u r e  o r  t h a t  p r e v io u s ly  had  been  
su b m it te d  t o  t h e  A d m i n i s t r a t o r . . . " .  EPA i s  c l e a r l y  e x c e e d in g  th e  
pow er s d e le g a te d  by  C o n g re ss  when i t  r e f u s e s  t o  a c c e p t  th e  
a p p l i c a n t 's  own d a ta  a s  t h e  s o l e  m et hod o f  s u p p o r t in g  h i s  
r e g i s t r a t i o n  f o r  a m a n u fa c tu r in g  u s e  c h e m ic a l an d im pose s 
m an d a to ry  " c i t e - a l l " .

B. " C i t e - a l l "  p re c lu d e s  u se  o f  t h e  l a t e s t  an d b e s t  s c i e n t i f i c  
d a ta  in  t h e  r e g i s t r a t i o n  p r o c e s s . I f  m a n u fa c tu re r s  o f  b a s ic  
p e s t i c i d e  c h e m ic a ls  w ere  a ll o w e d  to  g e n e r a te  an d r e l y  on  t h e i r  own 
d a t a ,  t h i s  t e s t i n g  w ou ld  em pl oy  th e  l a t e s t  an d m ost  s o p h i s t i c a t e d  
p r o to c o l s  an d wou ld  p ro d u c e  th e  b e s t  a v a i l a b l e  s c i e n t i f i c  d a ta  
upon w hic h th e  EPA c o u ld  b a se  i t s  r e g i s t r a t i o n  p ro g ra m . I n s t e a d ,  
im p o s it io n  o f  " c i t e - a l l "  means  t h a t  much o f  t h e  d a ta  c i t e d  was  
d e v e lo p e d  by o b s o le s c e n t  m eth o d o lo g y  w hic h  d oes n o t  r e p r e s e n t  th e  
b e s t  d a ta  th e  s t a t e  o f  th e  a r t  c an  p r o v id e . Th e c ro w nin g  i r o n y ,  
Mr . C hair m an , i s  t h e  f a c t  t h a t  EPA ack n o w le d g es i t  i s  n o t g o in g  to  
c o n s id e r  an d e v a lu a t e  t h e  c i t e d  d a ta  an yw ay . (4 4  F .R . 27934 , May 
11 , 1 9 7 9 .)  We su b m it  t h i s  s u b v e r t s  t h e  c l e a r  p u rp o se  o f  FIFRA 
t h a t  EPA u se  th e  b e s t  a v a i l a b l e  s c i e n t i f i c  d a ta  in  i t s  
r e g i s t r a t i o n  p ro g ra m .

C . " C i t e - a l l "  i n t e r f e r e s  w it h  in n o v a t iv e  c o m p e t it io n  by  
p e n a l i z in g  f ir m s  t h a t  s e e k  to introduce new products• " C i t e - a l l " 
n o t o n ly  r e q u i r e s  c i t i n g  a l l  r e f e r e n c e s  t o  a c t i v e  i n g r e d i e n t s  in
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a new product but also requires notification and offers to compensate all those who have referenced these substances in prior registrations. Given the chronic delay in the EPA registration process, this puts competitors on early notice that you are about to introduce a new and improved product. The competitive edge that comes from product innovation is the chief incentive to develop and introduce new and better products. If thatcompetitive edge is destroyed by premature disclosure of the manufacturer's intent to introduce a new product, you have created a major deterent to product innovation. LONZA submits this is against the public interest.
D. "Cjtê all" imposes unnecessary transaction costs on the pesticide industry, especially on end-use products. Last year LONZA submitted as Appendix A to its testimony an exhibit which demonstrated that an applicant for registration of a commonly marketed disinfectant/sanitizer cleaner would have to send 1,166 notices and offers to compensate to all those who had referenced any of the listed ingredients. EPA acknowledged that this entailed excessive transaction costs and undertook two measures to improve the situation. First, for a time EPA allowed manufacturers of end-use products to use the so-called "alternative method", i.e. to develop and use their own efficacy and toxicity data or to cite a specific set of data pertaining to an identical formulation. After a few months, EPA discontinued allowing the use of the "alternative method" except in cases of formulations utilizing a registered active ingredient and inert ingredients.In cases where the formulator uses substances which are scientifically inert (such as chelating agents, solvents and detergent builders) EPA treats certain of these substances as 

active ingredients for regulatory purposes and does not allow use of the so-called "alternative method". This latter category encompasses a majority of the one-step cleaner/antimicrobial products. Secondly, EPA, through much diligence and hard work, has revised the original "Submitters list" to eliminate patently inappropriate references. LONZA has updated its Appendix A, which is appended to this statement, and today an application for registration of the subject product would entail notice and offers to compensate somewhat more than 200 submitters instead of 1,166. This is undeniably progress in terms of reducing transaction costs but the "cite-all" system still involves substantail waste.
In addition, "cite-all" exposes the applicant to contingent liability to compensate all those to whom an offer to compensate is sent. This system opens the door to spurious claims for compensation by submitters who are not the original data submitters. Section 3(C)(1)(D)(ii) clearly creates a legal duty 

to compensate only "original data submitters". The problem is that under the EPA system there is no indexing system to identify who the original data submitters are. The EPA formerly resolved this problem by publishing in the Federal Register applications for registration listing the active ingredients contained in the product. This method was declared unlawful by a Federal Court which construed FIFRA as requiring direct, personal notification
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and  n e g o t i a t i o n  w it h  th e  o r i g i n a l  d a ta  s u b m i t t e r .  Th e c o u r t  
acknow le dged  t h a t  t h i s  i n t e r p r e t a t i o n  c r e a te d  a  " c a tc h  22 " 
s i t u a t i o n  in as m uch  a s  t h e r e  i s  no  way  t o  i d e n t i f y  o r i g i n a l  d a ta  
s u b m i t t e r s ,  b u t in d ic a te d  t h a t  i t  i s  up  t o  EPA o r  t h e  C on g re ss  
to  c o r r e c t  th e  s i t u a t i o n .

Mr . C hair m an , LONZA h a s  p r e s e n te d  a  s im p le  s o l u t i o n  t o  t h i s  
p ro b le m  to  th e  a p p r o p r i a te  l e g i s l a t i v e  C o m m it te e s . T h is  
am en dm en t i s  s e t  f o r t h  i n  A ppen dix  B o f  t h i s  te s ti m o n y  an d I am 
h o p e fu l  t h a t  i t  w i l l  be  e n a c te d . U n t i l  i t  i s  e n a c te d  we b e l i e v e  
t h a t  EPA 's im p o s i t io n  o f  m an d a to ry  " c i t e - a l l "  i s  b o th  i l l e g a l  an d 
w a s te fu l  o f  ag en cy  a s w e l l  a s i n d u s t r y  r e s o u r c e s .  We u rg e  t h i s  
C om m it te e to  d i r e c t  t h a t  EPA n o t u s e  a p p r o p r i a te d  fu n d s  to  
e n f o rc e  " c i t e - a l l " .

I I .  D at a R e q u ir e m en ts  f o r  R e g i s t r a t i o n . Our  seco n d  m ajo r 
p ro b le m  w it h  th e  EPA i s  th e  m an ner  in  w hic h  i t  e n f o rc e s  S e c t io n  
3 (C )(2 )(A ) o f  FIF RA , w hic h  p ro v id e s  t h a t  t h e  A d m in is t r a to r  p u b l i s h  
g u id e l i n e s  s p e c i f y in g  t h e  k in d s  o f  in f o r m a t io n  w hic h  w i l l  be  
r e q u i r e d  t o  s u p p o r t  a r e g i s t r a t i o n  and  to  r e v i s e  su ch  g u id e l i n e s  
fr om  ti m e  t o  ti m e  t o  keep  them  a b r e a s t  o f  s c i e n t i f i c  an d t e c h n i c a l  
p r o g r e s s .  Th e p r e s e n t  g u id e l i n e s  w ere  ma de  f i n a l  on  J u ly  3 , 1975 
an d a r e  s e t  f o r t h  i n  40 CFR P a r t  162 , S u b p a r t A. H ow ev er , i n  th e  
p e r io d  s in c e  th e s e  g u id e l i n e s  w ere  ma de  f i n a l ,  EPA h a s  p u b l is h e d  
s e v e r a l  p ro p o se d  r e v i s io n s  in  th e  F e d e r a l  R e g i s t e r  an d h as  
in f o r m a l ly  r e l e a s e d  d r a f t  g u id e l i n e s  t h a t  p re su m ab ly  w i l l  be  
p u b l is h e d  i n  th e  F e d e r a l  R e g i s t e r  a t  som e f u t u r e  d a t e .  Non e o f  
t h e s e  p ro p o se d  o r  d r a f t  g u id e l i n e s  h av e  b een  ma de  f i n a l .
How ev er , th e  EPA f r e q u e n t ly  r e q u i r e s  a p p l i c a n t s ,  a s a co n d i t i o n  
p re c e d e n t  to  r e g i s t r a t i o n , to  su p p ly  d a ta  an d u n d e r ta k e  t e s t i n g  
t h a t  i s  l i s t e d  i n  th e  p ro p o se d  an d d r a f t  g u i d e l i n e s . LONZA 
b e l i e v e s  t h a t  t h i s  p r a c t i c e  i s  c o n t r a r y  t o  la w . LONZA 
ack n o w le d g es t h a t  th e  EPA i s  e n t i t l e d  t o  new  d a ta  n o t  r e q u i r e d  in  
t h e  f i n a l  g u i d e l i n e s ,  b u t o n ly  u n d e r  t h e  te rm s  o f  S e c t io n  3 (C )(2 )  
(B ) w hic h  p ro v id e s  t h a t  i f  th e  A d m in is t r a to r  d e te rm in e s  t h a t  
a d d i t i o n a l  d a ta  ( i . e .  d a ta  a d d i t i o n a l  t o  t h a t  r e q u i r e d  by  i t s  
f i n a l  g u i d e l i n e s )  a r e  r e q u i r e d ,  t h a t  h e  i s  em po wered  t o  r e q u i r e  
su ch  d a ta  to  s u p p o r t  an  e x i s t i n g  r e g i s t r a t i o n .  In  o t h e r  w o rd s , 
we b e l i e v e  t h e  la w  p r o v id e s  t h a t  i f  a n  a p p l i c a n t  f o r  r e g i s t r a t i o n  
s a t i s f i e s  th e  d a ta  re q u ir e m e n ts  s p e c i f i e d  i n  t h e  f i n a l  g u i d e l i n e s ,  
h e  i s  e n t i t l e d  t o  r e g i s t r a t i o n  s u b j e c t  to  s u p p ly in g  su b se q u e n t new 
an d a d d i t i o n a l  d a ta  t o  su p p o r t  t h e  r e g i s t r a t i o n .  In  p r a c t i c e ,
EPA w ith h o ld s  r e g i s t r a t i o n  u n t i l  n o t  o n ly  th e  f i n a l  g u id e l i n e s  a r e  
s a t i s f i e d ,  b u t th e  new  re q u ir e m e n ts  c o n ta in e d  i n  th e  p ro p o se d  an d 
d r a f t  g u id e l i n e s  a r e  a l s o  s a t i s f i e d .  As a  r e s u l t ,  t h e  p e s t i c i d e  
i n d u s t r y  i s  fa c e d  w ith  c o n fu s in g  an d c o n s t a n t l y  ch an g in g  d a ta  
re q u ir e m e n ts  w hic h  f r u s t r a t e  o r d e r ly  p ro d u c t  d e v e lo p m en t p la n n in g  
an d r e s u l t  i n  u n n e c e s s a ry  d e la y  an d c o s t .

I  w an t t o  em p h asi ze  t h a t  LONZA i s  w i l l i n g  t o  p ro v id e  any  d a ta  
r e a s o n a b ly  n e c e s s a r y  f o r  EPA 's  r e g u la to r y  p u rp o s e s , b u t we b e l i e v e  
t h a t  th e  la w  p ro v id e s  a  sy s te m  w here by  we can  kno w w hat t h e  d a ta  
re q u ir e m e n ts  f o r  r e g i s t r a t i o n  w i l l  b e . I f  t h e  EPA w an ts  d a ta  
a d d i t i o n a l  t o  t h a t  c o n ta in e d  i n  t h e  f i n a l  g u i d e l i n e s ,  i t  can
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obtain that data under the authority of 3(C)(2)(B) as data 
necessary to support an existing registration rather than impose 
the requirement as a condition precedent to granting a 
registration.

LONZA believes that the present law upholds our position, but 
to date EPA continues to require any data it feels may have some 
justification regardless of what the final guidelines provide and 
withholds registration until such data is supplied. To clarify 
this situation, we have proposed a brief one sentence amendment 
in Appendix B to this testimony. Once again, until this 
amendment is enacted we would hope that this Committee would 
exercise its authority to direct usage of appropriate funds and 
direct that EPA correct the above situation.

III. The Inert "Active" Ingredient Problem. The pesticide 
industry commonly uses certain substances such as isopropol 
alcohol, ethanol, sodium metasilicate, sodium carbonate, 
tetrasodium EDTA, etc in antimicrobial products to function as a 
solvent, builder or a chelating agent. No pesticidal claim is 
either made or intended with respect to these substances. 
Scientifically speaking these substances are inert.

Nevertheless, the EPA treats these substances as if they were 
in fact active ingredients. The consequences of this regulatory policy are two-fold: (l) it increases the number of required
notices and offers to compensate that an applicant must send under 
EPA's "cite-all" policy! and (2) it increases the data 
requirements that must be satisfied under EPA's current guidelines 
Thus, this policy of treating inert ingredients as active 
ingredients results in substantial unnecessary cost and effort.

LONZA contends that because these ingredients are not 
represented or intended to be pesticides, that EPA cannot lawfully 
impose regulatory requirements upon the use of these ingredients 
under FIFRA. Moreover, as the following Federal Register 
publication notes, EPA itself formally acknowledged that these 
substances are more appropriately regulated (and are in fact 
already regulated) under the Toxic Substances Control Act (TSCA) 
of 1976.

"The Administrator agrees that raw materials, 
intermediates and inert ingredients produced or used 
in the manufacture of a pesticide are substances or 
mixtures which can be regulated under TSCA. In order 
to be considered a pesticide, a substance must be 
intended for use as a pesticide. Raw materials, 
intermediates and ingredients produced or used in the 
manufacture of pesticides are not themselves 
regulated under FIFRA (unless they happen to be 
pesticides themselves) and therefore are subject to 
TSCA." (42 F.R. 64586, Dec. 23, 1977.)
Accordingly, LONZA respectfully requests that this Committee
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direct the EPA to discontinue its present practice of double 
regulation and indicate that regulation of these substances under 
FIFRA is unlawful.

Once again, Mr. Chairman, I appreciate this opportunity to 
present these problems to the Committee and respectfully request 
that the Committee take the actions I have heretofore discussed.
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APPENDIX A
(updated)

Conditional Registration for a Disinfectant/Sanitizer
Cleaner based..on EPA PR Notice 78.5 - Option 3

Component Data Submitters
(First Edition)^ (Third Edition)

Antimicrobial 204 46
* Tetra sodium ethylene 
diamine tetraacetate 280 51

Sodium carbonate 233 38
* Sodium metasilicate 158 25

Isopropyl alcohol 291 55

1,166 215

* detergent builders

This would require that 1,166 offers to pay compensation 
letters be written by a formulator at a cost of approximately $ 10.oo per letter : $ ll,660.oo
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APPENDIX B
To effect the "Cite-all" correction:

In Sec. 3(C)(l)(D)(i) insert before the final "Provided," 
the following!

a period (.) after "pesticides" and add the languages
For purposes of this paragraph the Administrator shall 
publish registration applications in the Federal Register 
disclosing the active ingredients contained in the product 
for which registration is sought, and such publication shall 
be legal notice to the original data submitter who shall 
verify his status as original data submitter or waive his 
rights to requirement of written permission under this 
section.
In Sec. 3(C)(l)(D)(ii) insert after the first sentence 

(ending with the word "offer'.') the following:
For purposes of this paragraph the Administrator shall 
publish registration applications in the Federal Register 
disclosing the active ingredients contained in the product 
for which registration is sought, and such publication shall 
be legal notice to the original data submitter who shall 
verify his status as original data submitter or waive his 
rights to compensation for use of said data.

Tq solve the "open-ended data requirements" problem;
Insert after the first sentence in Sec. 3(C)(2)(A), (ending 

with the word "time") the following sentence:
Applicants for registration of pesticide products shall 
supply only such data as specified in guidelines in force and 
effect on the date said application is filed with the 
Administrator.
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Tuesday, May 13, 1980.

Environmental Protection Agency

WITNESS

HON. BO GINN, A REPRESENTATIVE IN CONGRESS FROM THE STATE
OF GEORGIA

Mr. Boland. The Committee will come to order.
We are  delighted to have with us this morning our distinguished 

and able colleague from the State of Georgia, the  Honorable Bo 
Ginn.

He served, as all of us know, on the  Transpor tation and Public 
Works Committee, and specifically Chaired the  Oversight Subcom­
mittee  that dealt  with the Construct ion Gra nt Program, didn ’t 
you?

Mr. Ginn . Yes.
Mr. Boland. I remember when we had an investigative report , a 

recommendation was made not to appropria te any funds for fiscal 
year 1980. In addition your committee  and our committee, had 
several discussions over trying to set up a two-tier program for 
this.

The House favorably passed legislation, H.R. 4113, to set up a 
two-tier program but I unde rstand that  it is still in the Senate.

We are delighted to have you. I am sure  you have as much 
knowledge about this program as anyone. The State of Georgia is 
concerned about the fact that  if the  recommendations are  imple­
mented, it would mean that  Georgia would be one of the 40 States  
that would suffer a delay as a result.

We can understand your concern and we are  delighted  to have 
you with us and you may proceed as you wish.

Mr. Ginn . T hank  you very much, Mr. Chairman.
Mr. Chairman, please know t ha t I appreciate  the  opportuni ty to 

appear before you this morning to discuss funding  for EPA’s con­
struction grants program which, to my mind, is vital if we are  to 
meet the clean wate r goals for this count ry which were enacted by 
Congress in 1977.

As a footnote, permit  me to say t ha t it is a gre ate r pleasu re to be 
able to discuss this important program with you and the Subcom­
mittee  rather tha n down the hall in Full Committee, as we were 
forced to do last year. Tha t exchange, though, I believe, was educa­
tional for all of us.

At the outset, Mr. Chairm an, let me say that  while I am dis­
turbed over th e action take n by the Administration  with respect to 
the defer ral of $3.28 billion in fiscal year  1980 funds, I recognize 
that  outlays must  be reduced in the  Federal budget if we are to 
achieve a balanced budget in 1981.

(39 7)
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The intended result of a $102 million reduction in cash flow will 

be achieved withou t extending the freeze to September 1, and I 
would request that the Subcommittee, if it feels as well that the 
$102 million savings can be achieved at  t ha t point, urge the release 
of funds by August 1.

In addition, I would urge you to consider retaining  the $3.7 
billion requested in the Pres iden t’s Jan uary budget, rat her than 
reducing it to the  $3.3 billion level targe ted in the Firs t Budget 
Resolution. As you well know, this program was cut $400 million 
last year in a budget reduction exercise, and fur the r cuts this year 
could seriously impai r the efficiency and effectiveness of this  criti ­
cal program by damaging its momentum.

As we discussed last year, the problems in this program have 
been monumental. Neither EPA, the various States, nor the  local 
communities were able to meet the  unrealist ic deadlines set in the 
law or to sift through , with any degree of efficiency, the myriad of 
laws, regulations, and other  requirements which are institutionally 
a p art of this program.

The inability of Congress to provide a  consistent level of funding 
has also been a major factor in the confusion surrounding the 
initiation of this program.

The result, as you so effectively pointed out last year, Mr. Chair­
man, was the carrying of heavy unobligated balances. While much 
of those unobligated balances are due to the fact that  the  program 
is a three-step function with 80 percen t of the obligations coming in 
the third step, some of it could be attr ibuted to a slow sta rt in the 
program.

Nevertheless , much progress has been made this year in cutting  
into those unobligated balances, and a significant amount should 
be obligated in 1981 if the slowdown presently imposed does not 
have a serious deleterious effect on the program.

It is on this point tha t I have great concern, for now that  we 
seem to be breaking out of th e problems that have plagued us in 
the past, it would be counterproductive  to slow up the  program 
again at this time. The clean water goals we have set for this 
country are much too important to allow them to slip any more 
than they already have.

In addition, this program has been subject to more than its share  
of budget sacrifices, and I hope the subcommittee  will consider that 
fact in marking up this yea r’s bill.

Let me be specific. At th e end of fiscal year 1979, the unobligated 
balances stood at nearly  $4 billion, and the  expected carryover of 
unobligated balances at the end of this fiscal year is expected to be 
near $2.9 billion.

If the Administration had not put a freeze on obligations tha t 
figure would be c loser to $2.4 billion. If funds were released earl ier 
than  September, we could possibly approach that $2.4 billion figure 
in unobligated balances for fiscal year 1980.

In any event, the  projects which would have been obligated with­
out the freeze are still ongoing, and the  frozen funds will have to 
be applied to them next year. Thus in order to fund additional 
projects, the  $3.7 billion must still be made available.
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EPA has estimated that there are 4,000 Step-2 projects in the  

system now, and that tran slat es into over $4 billion worth of fund­
ing a t the Step-3 level.

In addition, Mr. Chairman, othe r obligational demands  are in­
creasing as the overall program begins to function properly. This is 
especially true in those States  where the  most pers isten t problems 
have occurred because more communities  are now beginning to 
submit project applications.

Tha t momentum must be ma intained, for I believe that  we a re at 
the stage now that we can see this  program produce the benefits 
which were envisioned by the  Congress when it passed the  Clean 
Water Act Amendments in  1977.

We also have an obligation to fulfill our expressed commitments 
to the  local communities throughout the  country  which we have 
told to proceed in accordance with the  requirements of the law.

Mr. Chairman and Members of the Subcommittee, I urge this 
Subcommittee’s most serious consideration of the needs of this 
program and request that the $3.7 billion recommended in J anuary 
be appropriated  so that the past delays we have suffered are not 
compounded.

Thank you.
Mr. Boland. Thank you very much, Congressman Ginn.
As you have indicated and as we know, the Adm inist ration’s 

objective in the construction grant program with respect  to defer­
ral, is to reduce the 1980 outlays by $95 million.

The Agency originally intended  to obligate one billion of the  $3.4 
billion fiscal 1980 appropriations in 1980. Through February EPA 
had obligated approximately $120 million of the  unobligated funds.

The remaining intended for obligation was comprised of two 
parts: $480 million would be deferred  unti l fiscal 1981, and $400 
million would be deferred unti l September of 1980. Your statement 
indicates on the second para graph on page 2 that  if funds were 
released earl ier than September we would approach that  $2.4 bil­
lion figure in fiscal year 1980.

When the  Full Appropriations Committee met we indicated we 
were ta king  no position on the  deferral. When a deferral resolution  
was filed that we would take  a look at this par ticu lar problem 
down the road a bit, but we did indicate  tha t the  $400 million 
ought to be made available before September, and that  we suggest­
ed it be made available in August.

Tha t takes  care of some of the problems; of course, not all of 
them. So we appreciate very much your thoughts on this program.

There are few in the Congress who have a deeper or fuller 
knowledge of the  program itself, having been familiar with it on 
the subcommittee as the Subcommittee Chairman on the  Public 
Works Committee.

I th ank  you for coming here .
Mr. Coughlin. I ju st want  to ask about one alte rnative  that  is 

proposed on the question of the  deferral . Was the possibility of not 
deferring Step-1 and  Step-2 funds  considered?

Tha t would be a possible alte rnative  to what  you are suggesting?
Mr. Ginn . Possibly so. Of course, I support the two-tier proposal 

which, as the Chairman pointed out earlier, has passed the  House 
but not the Senate. This would not necessarily help my State,

63-2 77  0 - 8 0 - 2 6
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because my State moves quickly to obligate, but I th ink it would in 
the final analysis  he lp the S tates.

Mr. Coughlin. I support your proposal not to defer the Step-1 
and Step-2 funds. Didn’t we discuss tha t? Tha t is the planning 
fund?

Mr. Ginn . Oh, I see what  you are  saying, that would let some 
new projects.

Mr. Coughlin. Let the planning funding.
Mr. Ginn . But not construct ion on projects that we are already 

in. I would have no problems with that .
I th ink, though, in the final analys is we have got to finish some 

of these that we started . What did I say earlie r, there is some 
$400,000 in the Step-2 in the  pipeline now? I thin k we could live 
with what you are suggesting, but I th ink  it would be a bett er way 
to go, to go the other way.

Mr. Boland. It certainly is not the purpose of this  Committee to 
slow this program down. We have f igures here indicat ing that  some 
40 States would be affected by the recommendations with respect 
to the 1980 budget, and tha t is too many.

We also have information which indicates  that about 16 States 
would be out of funds by the end of March, and that some of those 
within the 16 S tates would have less th an 5 percen t as of March 31 
of 1980.

It’s a m atte r tha t we will be looking a t closely.
Mr. Ginn . I know you will. All of us appreciate the inte rest  tha t 

you and your subcommittee have.
Mr. Boland. T hank  you for your help.

Environmental Protection Agency

WITNESSES

HON. THOMAS P. O’NEILL, LIEUTENANT GOVERNOR OF THE STATE OF
MASSACHUSETTS

MS. SUZETTE TAPPER, LEGISLATIVE REPRESENTATIVE! FOR SOLAR
LOBBY

Mr. Boland. We will now tur n to the  witnesses that  are con­
cerned with the EPA moneys, and I am delighted to ask the Lieu­
tenant  Governor of the State  of Massachusetts to come to the table.

I have known him for a few years, and we are delighted to have 
him.

May I also add that  the Lieu tenant Governor has indicated a 
strong feeling for the solar energy programs. As a ma tter  of fact, a 
number  of the programs that Massachusetts has established  have 
come about as a result of seminars and workshops tha t have been 
conducted throughout the State by the Lieutenant Governor, and 
his leadership in this area  has been extremely beneficial to the 
people in our S tate and the areas  tha t are  concerned.

We are delighted to have you, Lieu tenant Governor O’Neill. Why 
don’t you proceed as you wish.

Mr. O’Neill. T hank  you very much.
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I appreciate the  opportunity . I should tell you, I not only speak for the State of Massachusetts, but I have been asked to give 

testimony today for the  Solar Lobby.
It is in that  regard tha t it is a pleasure to come before your 

Subcommittee.
Suzette Tapper, who is over here to my left, will have an oppor­

tunity before too much longer this morning to provide you with 
some added advice and informat ion about the Solar and Energy Conservation Bank which is before your Subcommittee looking for 
an appropr iation.

I thin k she also capably demonstrates the Bank’s unique ap­
proach to stimulating  conservat ion and solar development.

I would like an opportunity to focus on a third mat ter,  perhaps 
raised by Mrs. Tapper in her testimony, the importance of provid­ing a t least $450 million in fiscal year  1981 funds for the Solar and 
Conservation Bank.

Over the past year I have convened close to 100 gatherings of 
local officials, community and business leaders, and concerned citi­zens across the State  of Massachusetts. They are all designed to 
encourage people to unde rtake  conservation and solar home im­
provements where possible.

As part of this Departmen t of Energy funded initiat ive, my office has also convened eight regional energy conferences around the 
State to teach community leaders to try to help the ir cons tituen ts save greater degrees of energy.

I would like to share with you several of the observations grow­ing out of my energy activities  which speak directly to the matter  
which you will have an inte rest  in today.

I strongly believe that conservation and solar power offer the 
safest, most economic and easily implemented cures for our sub­
stan tial  energy ills. They also represen t our region’s only hope for energy self-sufficiency.

Faced with the highest energy costs in the Nation, Massachusetts 
consumers have made impressive progress over the last few years in cutting back the ir energy usage and, to a lesser exten t, install­
ing solar systems. And interest in these energy-saving approaches appears to be growing.

Let me relate some of the things I have found. The response to 
my office’s low-cost conservation workshops was overwhelming, 
both in terms  of participation in the actua l conferences and in requests for follow-up assistance.

On the South Shore, 1,600 of 80,000 area  residents responded during  the first 5 days of a pilot home energy audi t program. This 
success rate is particularly surpr ising in light of th e fact that the 
sole publicity for the program was a poorly attended press confer­ence.

In Springfield, the local Energy Extension Service reports tha t it has been besieged by calls for solar and conservation advice. And 
solar insta llations in the Connecticut River Valley have nearly  doubled every year since 1976.

Finally, last winter statewide consumption of home heating oil was down 25 percent from the preceding year. Close to 20 percent 
of this reduction was due to conservation and fuel switching.
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Despite what I consider to be impressive beginnnings, most 
homeowners simply cannot  afford the  sorts of conservation and 
solar improvements which would dram atically reduce our depen­
dence on conventional fuels.

It is estimated tha t nearly  1.5 million of th e Commonwealth’s 2 
million housing units  require  retro fits costing in excess of $3,000 
merely to conform to the residentia l conservation service’s efficien­
cy standards, which include only the  most rudimen tary  conserva­
tion provisions.

Similarly, recent reports by the New England Congressional Con­
gress and others suggest that solar power’s high capita l costs are 
the main dete rren t to its widespread applicat ion in the region.

Efforts must be made to assist homeowners in making conserva­
tion and solar capital investments. Unt il such a program is imple­
mented, progress towards a renewable energy  futu re will continue  
to be plodding and incremental.

Judging from our experience in Massachsuetts, I believe the 
response to a Federa l Solar/Conservation Bank will be overwhelm­
ing. Even if the  bank does not begin opera ting unti l the end of the  
fiscal year, a $450 million appropriation for fiscal year  1981 is fully 
justified.

The following considerations ought to be made:
The Massachusetts-Based Solar Solutions Firm surveyed home- 

owners across the Northeas t to determine  factors which might 
encourage thei r insta llation of solar systems.

They found that  so lar purchases would increase  by an impressive 
410 percent across the region in the  two years following passage of 
a solar/conservation bank bill. The next most effective stimulus 
approach, a commercial tax credit, would yield a far smal ler in­
crease of 219 percent.

Convinced t ha t inte rest  subsidies will subs tantia lly speed conser­
vation retrofits, the Massachusetts Energy Office has sponsored a 5 
percent subsidy measure  to piggyback the proposed Federal pro­
gram. In addition to providing an additional incentive  for residents 
to utilize HUD conservation bank funds, this  State  measure has 
already succeeded in focusing considerable public attention on the 
pending Federal program.

Finally, the overwhelming reaction to our Office’s conservation 
initiative and similar campaigns launched by other  public and 
private groups leads me to believe that  a simila rly enthu siast ic 
response will greet this  new Federal initiat ive.

I fully expect that , when the Bank officially opens its doors, tens 
of thousands of Massachusetts citizens will line up to receive ass ist­
ance. This waiting list will be even longer if the opening occurs 
during the winter, when homeowners are confronted with the most 
visible evidence of disabling oil price rises.

I would say while we are feeling the tremendous pinch of infla­
tion national ly, one of the grea test  contributors  to the  rate of 
inflation in our State and within our region is the  cost of fuel.

We thin k this would go an awful long way to make sure we 
would have a very worthwhi le program put in place, one by the 
way th at everybody across the philosophical spectrum can get the ir 
teeth  into and agree to.
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I thank you for the opportunity to come before your subcommit­

tee to have the opportunity to rela te and represen t the  interests  of 
the Solar Lobby and the State of Massachuset ts.

I would hope that your Appropr iations Committee would see fit 
to make sure that  the Bank is on its way.

Mr. Boland. T hank  you, Governor O’Neill.
Suzette, do you want to sit up here? Both of you recognize the 

fact that the solar and conservation funding for 1981 depends on 
par t on whether the Authorizing Committees will reach agreement  
before we report  this bill.

If th ere  is a conference agreement in place, of course, that  would 
make it more likely that we could take  care of some of t he prob­
lems th at you are concerned about here.

Ms. Tapper. Are you aware, Mr. Chairm an, of the events of the  
last two days, th e Grea t Lakes solar aided events?

Mr. Boland. I am not.
Ms. Tapper. The staffs met yesterday and the House caucused 

and made an offer to the Senate, and they are hoping that  the 
higher conference continues its work this weekend.

Mr. Boland. Of course, with no author ization we ca n’t appropri­
ate any money for it. I hope they can reach an aggreement. I th ink 
the stateme nt of the Lieutenant Governor highlights the  impor­
tance of the  Solar Energy Conservation Bank to all sections of the  
nation.

The cost of energy in New England is higher tha n in othe r a reas, 
part icula rly because the use of our energy is based primarily  on 
the use of imported oil which costs us more in that  area  tha n in 
other a reas of the United  Sta tes.

I want  to compliment  you on the  leadership you have take n in 
this area  and,  hopefully, we can look to some solution to it.

The A dministration proposals on the  Solar Energy and Conserva­
tion Bank are  disturbing to those who are  firm believers in solar 
energy and that  is a ma tter that  we will be considering closely.

Mr. Coughlin?
Mr. Coughlin. Thank  you very much.
I was very interested in the figure that  you gave indica ting that 

the consumption of home heating oil was down 25 percent from the 
preceding y ear and close to 20 percen t of that was due to conserva­
tion fuel-switching.

To what was the balance of it due?
Mr. O’Neill. Some believe it was actua lly a warm er winter than 

past winters and that had a very large degree of cutback in con­
sumption of oil and all fossil fuels.

Mr. Coughlin. Seventy-five percent was due to the warmer 
winter and 80 percent as the warm winter, 20 percent was due to 
conservation.

Mr. Kye. Twenty-five percent was the total reduction.
Mr. O’Neill. Twenty-five percent down and 20 percent due to 

energy conservation devices.
Mr. Coughlin. Twenty-five percent reduction and a reduction of 

20 percent was due to fuel switching; 80 percent of th e reduction 
was due to a warmer winter?

Mr. O’Neill. Twenty percen t was due to the warm er winter, and 
80 percent was due to retro fittin g or energy conservation modes or
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devices for better utilizing heating fuels within  a residence or hot 
wate r systems, or whatever it might be.

Mr. Coughlin. Thank  you, Mr. Chairman.
Mr. O’Neill. I might add one other point to the Chai rman’s 

focusing in on the fact that the authorization has yet to be passed. 
I handled Federal-State relations for the  Commonwealth for five 
years. This is the first time I have been down looking for an 
appropriation before.

It is a little  of the  dog’s tai l getting  wagged first.
The point is that  it is a very important message. It obviously is 

something we are all concerned about, something everybody agrees 
to. It  is something tha t we thin k across the board works.

We are convinced t ha t some authorization is called for.
Mr. Boland. And your persuasiveness, your friendship.
Mr. Traxler. I want  to welcome the  Lieu tenant Governor and 

tell him a number of the  delegation of your State are friends of 
mine, and it is indeed a p leasure to meet you in person.

Everything they have said about you is absolutely false. You are 
a fine, decent man.

Mr. O’Neill. You ought to listen to my mother more often.
Mr. Boland. Lindy, would you like to add something?
Mrs. Boggs. I am very pleased to welcome you here. I am sorry I 

haven’t been here for your testimony. I am certain I will find it 
very edifying when I have an opportunity to review it.

Mr. Boland. Suzette, would you like to speak?
Suzette Tapper is the Legislative Representat ive with the Solar 

Lobby which is, l et me say, a very energetic lobby based in Wash­
ington. If there are  any highlights in your stateme nt you would 
like to give us we would be pleased to receive them.

Ms. Tapper. There is no point in my delivering the enti re sta te­
ment. I make three points in that stateme nt which I think are 
important for this committee to believe in order to appropriate  
money for this program.

One of them is tha t certa inly there will be an authorization bill.
Mr. Boland. There will be a Bank. You need a  Bank.
Ms. Tapper. We need a Bank, because the Bank can do some 

things  that , for instance, the  tax credit cannot  do.
There are some very unique abilities of tha t Bank.
That is my testimony, and I will be glad to respond to any 

questions about it.
Third, the level of funding needs to be high enough to make it 

work th at first year.
I am prepared both to speak in terms of facts and in terms of 

rumors, and let me give you the rumo r first.
I understand  that  OMB’s reasoning when they made a recom­

mendation , a  cut from $450 million that  the President  had original­
ly asked for for this program, $47.5 million was on the assumption 
to which we just  would not subscribe, that  if you operate  a pro­
gram for a  qua rter of a year you operate  it with a fourth  as much 
money.

Both the Lieu tenant Governor and I have spoken to the point 
that  we expect a backlog of people waiting at the door when this 
Bank opens.
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If anybody had any doubt about tha t, the language in the  staf f 

agreements  made yesterday for that conference on the conserva­
tion title  is certainly persuasive that  unless they do something 
different about that , the rules will be tha t any conservat ion ex­
pendi ture made which qualifies under this bank, if it is made afte r 
Jan uary 1, 1980, upon refinancing which must take  place within 90 
days afte r the promulgation of final regula tions for the  bank  is 
eligible for a subsidy from the  bank.

Tha t means that the conservation subsidy amendment that we 
are discussing here, your appropriation for 1981 does not only carry 
the demand for conservation measures  under this bank for the 
fiscal year of 1981 but for th ree-quar ters of the  fiscal y ear of 1980, 
which is a substantia l load.

[The information follows:]
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House Committee on Appropriations
on

Appropriations for FY-81 for the Solar Energy 
and Energy Conservation Development Bank

Mr. Chairman, members of the Committee, ladies and 
gentlemen: I am Suzette Tapper, a Legislative Represen­
tative of Solar Lobby. Accompanying me is Lt. Governor 
Thomas P. O'Neill of Massachusetts. We are pleased to 
have the opportunity to appear before this subcommittee.

The Solar Lobby is a research and advocacy group 
based in Washington, D.C., supported by contributions 
from over 35,000 members who believe that an expeditious 
transition to the use of renewable energy resources, 
combined with aggressive programs of energy efficiency, 
are the only basis for a sound energy policy.

The Solar Energy and Energy Conservation Bank which 
will shortly be established within HUD has great potential 
to speed this transition and make immediate gains in the
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adoption of energy-efficient measures. Today I would like to make 
three points:

First, there is going to be such a Bank.
Second, we need such a Bank, and
Third, the Bank must have adequate funding levels for FY-81.

Of course, it is this funding which we are here today to discuss.
We can say with virtual certainty that the Bank will be created 

because the current synthetic fuels conference will report it out, the 
House and Senate have displayed sufficient enthusiasm to indicate that 
they will accept the conference report, and the President will sign it.
As you know, it is one of the major measures in the House-Senate con­
ference. The date by which the conference can finish its work is a 
matter of conjecture. That they will recommend a Bank is not. S. 932, 
the Senate Bill which the conference is considering, is a massive piece 
of legislation made up of eleven titles, all of which deal with one 
aspect or another of possible solutions to the nation's energy crisis.
Next to the synfuels program itself, the most interest has centered 
around the Bank. A specially established "working group" of the conferees 
has labored long on the Bank and has been able to reach agreement on 
most major issues. It seems clear that the conference can and will
recommend a Bank.

Even stronger evidence exists that the House and Senate will both 
approve the conference report with alacrity and the President will sign 
it. The House's enthusiasm is demonstrated by the fact that it has 
considered Solar Bank legislation for two Congresses, the bills invol­
ving over 100 House members as sponsors. This year, versions of a Bank 
were passed by both the Banking and Commerce Committees by overwhelming 
votes. In the case of the Senate, they sent a very strong floor-passed
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bill to the conference. Their determination to have this Bank can

hardly be in doubt. Finally, the President named the Bank as one of 

his four initiatives for attacking the energy problem in his speech 

last June. We can certainly expect him to welcome its arrival on his

desk!

We need the Bank because it can perform three unique functions 

not possible with other programs. These are coverage of a number of 

applications left out of the tax credits, giving a special kind of 

visibility to solar and conservation solutions, and the exercise of 

its unique ability to deliver just the right amount of stimulus to the 

right application to accomplish national goals.

The Bank will be able to focus its resources on those solar appli­

cations which have not received significant tax credits. Passive solar 

buildings are the outstanding example: no builder's credit was approved 

for this technology, perhaps the most easily implemented solar option. 

The Bank could provide major assistance to passive solar builders.

Multi-family housing and agricultural buildings were also omitted 

from the tax credits, and the Bank has a specific mandate to support 

solar applications in these areas.

The Bank will also provide a greater inducement in two areas which 

are presently covered by tax credits, but which require additional in­

centives. The Bank will provide capital to people who could not or 

would not respond to the $300 conservation tax credit and, in the 

commercial sector, to those businesses that are unable to respond to 

the increase from 10 to 15 percent in the energy tax credit.

The special visibility which the Bank can give to conservation and 

solar through its promotional program is significant indeed. Part of 

this promotion is directed toward new audiences such as lending
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institutions and builders. However, to illustrate the potential effect 
on the general public, I would like to tell you about an Ohio televi­
sion show our director appeared on last month. The audience at the 
beginning of the show reported that 29 percent of them had inquired 
into the possibility of using solar power. At the show's end, 84 percent 
said they were more likely to consider using solar than before the 
show. The promotional program conducted by the Bank seems to have a 
potential for drama, as the Bank will have money to put where its 
promotion is.

The last unique feature of the Bank is subtle, but it is that 
very subtlety which carries so much potential. Because the Bank can 
vary subsidy levels by application, section of the country, type and 
cost of fuel replaced, etc., it has the ability to really fine-tune a 
system of stimuli to be applied to the right place in the right amount 
at the right time to quite precisely further national goals, while 
making sure that every federal dollar is well spent.

Finally, and most important, is our concern that the Bank have 
adequate funding levels for 1981. The President's January budget request 
for the Bank in 1981 was $150 million for solar and $300 million for 
conservation. The House first budget resolution, which passed the House 
last week, responds to that request and subsequent events as follows:

...the recommendation for fiscal year 1981 recognizes the important priority that should be given the proposed "Solar Energy and Conservation Bank" to encourage the weatheriza­
tion of, and use of solar energy in, American homes; this 
is especially true during times when credit will be difficult to get, thus only moderate reductions from the President's proposed funding levels are anticipated for this program.
The joint staffs of the synfuels conference have agreed on FY-81 

funding for the Bank of $100 million for solar and $200 million for con­
servation. This agreement was achieved with sufficient consultation so
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it seems safe to assume that those will be the figures in the conference 
report.

The suggestion that this program could be substantially cut is 
based on an assumption that if the Bank only operates for half a fiscal 
year, it will need only half as much money as for a full year. While 
this might be true in future years, quite the opposite is likely to 
be true in the first year. There will be a great deal of pent-up 
demand when the Bank first begins operations. The Bank becomes effective 
on date of enactment— which will be sometime this summer. Then will 
come a period of about six months during which HUD will promulgate regs, 
but also during which people will be making eligible expenditures. They 
are not going to go away. They are going to wait, and when the Bank 
opens for business, they will file applications. We can expect a sub­
stantial flood in the early months. (Even more interesting is the 
fact that people are waiting now —  waiting to install energy conserving 
measures and equipment for alternative energies. They are using oil 
while they wait for the Bank. How many of these people there are, 
nobody knows, but I am beginning to keep notes on the ones who call me. 
They certainly expect to make eligible expenditures as soon as the 
Bank is passed. This will add to the initial flood.)

In summation, there is certainly going to be a Solar and Conser­
vation Bank created by this Congress, because both the Congress and 
the Administration recognize the unique part such a bank can play in 
a coordinated national energy strategy. We urge you to appropriate 
the funds specified in the authorizing legislation.
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Mr. Boland. The original 1981 budget proposal of $150 million 

would support approximately $1 billion in solar energy systems 
loans. The revised budget includes an estim ate of $47.5 million, of 
which $10 million would be used for planning, development, imple­
menta tion of the solar energy systems demonstrations, and $37.5 
million in support of loans amounting  to $250 million.

On the conservation loan subsidies for 1980, the supplemental 
appropriation  of $100 million was proposed for the  support of an 
estimated $875 million in energy conservation improvement loans.

An additional $300 million was proposed for 1981. The revised 
1981 budget includes no appropriation for this program in 1980 or 
1981. The request is being deferred for consideration until  1982.

Ms. Tapper. That is my understanding.
Mr. Boland. All right.
Thank you very much.
We will await the action of the conferees and you are almost  a 

conferee yourself.
Mr. Coughlin. One quick question:
You cite passive solar buildings as being an example of some­

thing  tha t is not applicable. What is a passive solar building?
Ms. Tapper. That is a building tha t within its own arch itec ture  

utilizes the best use of the sun for warm th in the winter and for 
cooling in the summer. The s implest form of, as I under stand and I 
am not a technical person, you put as many windows as possible in 
the south side of your house and you put a big overhang over that.

The sun changes the  height at which it trave ls across the sky 
during the year. During the winter months, it trave ls rather low 
across the sky, so it  flows through those windows giving the  effect 
of making us feel warm when we are sitting in the  sun inside the 
glass.

It travels  higher in the sky, and the overhang protects it from 
going into the house and keeps the house cool in the summer. That  
is the  simplest biggest piece.

Mr. Coughlin. Thank you.
Mrs. Boggs. I was very interested in your pilot program in the 

energy audits. TV A was confronted last year  with the need for 
some addi tional capacity. It was going to be so expensive that they 
appealed to the ir customers saying they would tra in energy audi­
tors to go into the ir homes. By the time the energy audito rs had 
gone into 100,000 homes, some of the conservation measures in­
stalled and some of the policies adhered to, they found they had 
the equivalent of a whole new gene rating plant. So they have saved 
a whole new plan t by the ir conservation measures, and I thin k 
tha t energy audit ing is a very innovative and productive effort for 
you to sponsor.

I hope tha t it will catch on in many othe r places.
Mr. O’Neill. We estimate the  State of Massachuse tts, as far as 

energy waste due to lack of energy conservation, if it were to be 
figured out in an extrapolated  manner, you would save somewhere 
between 30 and 40 percent of our cur ren t usage due to energy 
conservation.

If we a re really concerned about gettin g to a point where we are 
helping people and the ir individual pocketbooks, to help balance  
end-of-month bills, getting  less dependent on a foreign fuel source
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tha t we are  so dependent on in our region, this  is really one of the 
major emphases tha t we kind of pick up on, and we are hoping to 
carry tha t message through the congressional process.

Mrs. Boggs. The private audit was so popular tha t industrial  
users have now asked for audits. They are  willing to pay for 
themselves so tha t, even the training of the  auditors will be repaid 
by the sale of th eir services.

Mr. O’Neill. I said earl ier we have 2 million housing units  in the 
State of Massachusetts. One million and a hal f of them really do 
have a severe need for energy conservation at an average cost of 
somewhere between $3,000 and $3,200, given the mean income. It 
becomes difficult for people to put up the capita l costs for t ha t kind 
of thing unless it is supported.

We need an incentive, a grid system that works in everybody’s 
best in terests.

Mrs. Boggs. Thank you.
Mr. Boland. Thank you very much.
Mr. Traxler?
Mr. Traxler. Mrs. Tapper, would you provide me with a list of 

publications that  may be free or inexpensive that  deal with the 
question of passive solar energy, and something tha t-----

Ms. Tapper. Suitable for your constituents?
Mr. Traxler. Thank  you.
Mr. Coughlin. I would ilke a copy, too.
Mr. Boland. T hank you, Tom.
Thank  you, Mrs. Tapper.

Housing and Urban Development

WITNESSES

HON. CARLTON VIVEIROS, MAYOR OF THE CITY OF FALL RIVER, MAS­
SACHUSETTS, REPRESENTING THE UNITED STATES CONFERENCE OF
MAYORS

PAUL POULOS, EXECUTIVE DIRECTOR, COMMUNITY DEVELOPMENT
AGENCY

Mr. Boland. The Honorable Carlton  Viveiros, the Mayor of Fall 
River, who is here today to represen t the United  States  Conference 
of Mayors.

I would thin k you would be interested  in jus t what  has been 
stated  here in regard to the HUD Program.

I can never understand why the Conference of Mayors always 
has somebody come down on this budget. I have met more mayors 
since I have been s itting  here.

The Mayor represents a g reat  city in the State of Massachusetts. 
We are delighted to have you.

Mr. Viveiros. Mr. Chairman,  distinguished Members of the Com­
mittee, my name is Carlton M. Viveiros, the Mayor of th e City of 
Fall River, Massachusetts.

And I want  to thank you for the opportunity  to appear today to 
testify on HUD’s fiscal y ear 1981 appropriations request on behal f 
of th e City of Fall River and on beha lf of the U.S. Conference of
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Mayors, a membership organization represent ing the mayors of the 
Nation’s largest cities.

I know you have many witnesses and a busy schedule, so I will 
keep my rema rks as brief as possible.

I do understand my full statement will be included in the record.
Mr. Boland. We are delighted to do that.
Mr. Viveiros. Thank you, and I would like to submit for the 

record some additional mater ial, including the fiscal 1981 budget 
analysis  prepared by the U.S. Conference of Mayors’ staf f and 
copies of the resolutions as indicated by the  Chairman.

Also, I would like to share with you and submit for the record a 
survey conducted by the U.S. Conference of Mayors and the Na­
tional League of Cities and the National Community Development 
Association.

We polled some of our members and asked them what would 
happen if the  Community Development Block Grant Program  were 
reduced across the board by 10 percent.

I won’t go into the answers in detail but, overall, they responded 
that services to low and moderate income residents would be cut, 
badly needed repai rs to aging infr astructure  would be put off and 
homes needing rehabilita tion would not be fixed up.

There is no locally generated source of money to make up for 
any cuts this Congress enacts  in the Community Development 
Block Program.

What is not provided will transl ate  into less services for your 
consti tuents  and mine. This is why it is so critica l for you to 
approve the Community Development Block Grant appropriations 
for fiscal year 1981 which are  fully up to the authorized levels 
approved by the Banking Committee.

Mr. C hairman and Members, I would like to share with you this 
morning an overview of the  various HUD programs that  have been 
utilized in a highly coordinated  man ner in our efforts to carry out 
a revitalization strategy for the City of Fall  River.

The Central Business D istrict  Renewal Project serves as a classic 
example of th e importance of several HUD Programs, each essen­
tial to th e success of the project, each being a vital piece to a puzzle 
or a card on a house of cards.

Star ted in 1971 as a conventional urban renewal project, the 
CBD Project received a major setback a few years late r when a 
private  group, withou t the knowledge of the city or the property 
owner, placed a building scheduled for demolition on the National 
Register of Historic Places.

An added problem was that developers would not make binding 
commitments unless the city guaranteed additional parking in the 
area, which i t could not afford financially.

In the face of these seemingly insurmountable  obstacles, the CBD 
in Fall River today is in the  throes of massive redevelopment,  
scheduled to be completed within a year as a  result of utilization of 
available  HUD Programs.

The problems and the programs applied to solve them include:
The Academy Building; the historic stru cture is p resent ly under­

going adaptive re-use es timated  at $4 million utilizing the Section 8 
Subs tantia l Rehabi litation Program for 85 un its of elderly housing 
on the upper  floors and commercial space on the street  level as
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well as a $250,000 facade resto ration gra nt from the CDBG Pro­
gram.

An Urban  Development Action Grant project of $1.6 million to 
provide 414 additional parking spaces in the CBD. This has trig­
gered construction of a 70,000 square  foot commercial structure as 
well as a rehab ilitated office stru cture and a new branch bank in 
the area.

Also under construction are 261 units  of elderly housing under 
the Section 8 new construction program estimated at $9 million. 
These units, which basically replace units  taken down during the 
renewal process will assist lower income persons in the ir housing 
needs, expand the tax base, and generate human activity  within 
the central business dis trict.

The Section 312 Home Loan Program is being utilized to bring a 
30-unit apartment complex into code compliance; public improve­
ments such as new sewer lines, wate r mains, stre et repaving, 
sidewalk improvements, and tree  plant ing will be accomplished 
under the Community Development Black Grant Program.

It should be noted that our efforts and allocation of resources to 
the CBD Project  have not been to the detr iment of low and  moder­
ate-income residen tial neighborhoods. To the contrary, under the 
CDBG Program, the city has committed itself to revitalization 
plans for three residen tial neighborhood st rategy areas.

These programs provide a full range of physical improvements 
such as home rehab ilita tion and infrast ructure  upgrading as well 
as supportive social services. It should be noted that  Fall River is 
meeting its obligations to provide subsidized family housing, pri­
marily through the Section 8 existing housing program.

Additionally, the CDBG Program has become a very valuable 
tool in our overall economic development strategy for the city. We 
have been extremely successful in leveraging private sector invest­
ments with the use of CDBG funds for projects tha t genera te 
increased job opportuni ties for our low and moderate-income resi­
dents.

In carrying out all of the activities  I have described, we have 
attempted to meet our objectives as expeditiously as possible as 
well as attem pting to minimize administrative  expenses in order 
tha t maximum resources be applied to project development.

Along these lines, as Mayor, I am proud to inform you tha t the 
City of Fall River, under the CDBG Program, has an expenditure 
rate  of 96 percent and has limited administra tive expenses for not 
only the CDBG Program but the UDAG Program and the Section 
312 and Section 8 NSA Programs to 5.8 percent of the  CDBG 
Entit lement Grant.

In closing, Mr. Chairman and Members of the committee, I again 
wish to thank you for this  oppor tunity to tell The Fall River Story 
and to underscore the importance tha t adequately funded HUD 
programs mean to my city as well as countless other communities 
across the  Nation.

Thank you.
[The statement follows:]
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Mr. Chairman, distinguished members of the Committee, my name is Carlton M. Viveiros, the Mayor of Fall River, Massa­chusetts, and I want to thank you for the opportunity to appear today to testify on HUD's Fiscal Year 1981 Appropriations re­quest on behalf of the City of Fall River and on behalf of the U.S. Conference of Mayors, a membership organization representing the Mayors of the nation's largest cities.
I know you have many witnesses and a busy schedule, so I will keep my remarks as brief as possible. I would like to submit for the record some additional materials, including the FY1981 budget analysis prepared by the U.S. Conference of Mayors staff, and copies of the Resolutions adopted by the U.S. Conference last June at its Annual Meeting. These partic­ular resolutions pertain to HUD's programs in community development and housing.
You are meeting in troubled times. Already this year the HUD budget for Fiscal Year 1981 has been amended at least once by the Administration. House and Senate Budget Committees, and both Houses of Congress, have changed the budget further in developing the First Concurrent Budget Resolution. These changes have pared an already slim budget for urban America down to unacceptably low levels. When the President announced his budget for FY81 in January, we commented that the amount requested for Community Development Block Grants provided only a 4.4 percent increase in funding for this vital program. This slight increase was further weakened by the probable addition of new entitlement jurisdictions during the year, meaning that more cities will be sharing the pot.
Although we were disappointed, we didn't know that worse was yet to come. In March, the revisions to the FY81 budget came down, and again, cities took a disproportionate share of the cuts. Even then, however, the Administration took pains to try to protect the CDBG and UDAG programs. This was done for a number of reasons. First, these programs don't yield high payouts in outlay reductions, since actual obligations lag reservations of funds by some time. Second, the Adminis­tration tried to protect those programs which provided a certain level of funding based on objective need to a wide variety of participants, and those which leveraged high amounts of private investment. Deeper cuts were made in programs such as Section 312 Rehabilitation loans, where outlay impact is much more immediate.
Now, however, the House Committee on Banking, Finance and Urban Affairs has acted to take the cuts mandated by the House Budget Committee out of the basic CDBG program. The authorized level for FY81 is only $3.81 billion —  a full $140 million cut from the President's proposed amount.

6 3 -2 77  0 - 8 0 - 2 7
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This cut means that communities will preserve only a 
current services level in FY81 under CDBG. Purchasing power 
will be slashed by inflation, and programming will shrink 
because the same grant amount in 1981 will not purchase the 
same amount of goods and services it did in 1980.

The Community Development Block Grant program is based 
on five major principles:

• Reliable levels of funding based on objective needs;
• Maximum local flexibility within the framework of 

guiding Congressional policy direction;
• Maximum benefits for low and moderate income persons;
• The linkage of community development and housing 

programs at the local and federal levels;
• Leverage of private investment dollars with public 

funds.
Taken together, these principles establish the partnership 

approach to local development which I believe must remain the 
cornerstone of our community development policy. By providing 
an assured, steady flow of funds to communities in need , the 
CDBG program helps cities across the country meet urgent infra­
structure, housing and social needs on a targetted basis.

As an elected official, I know you share my concern about 
making sure that the tax money we collect is targetted as much 
as possible to those activities which benefit those who need 
help most. In these tight budget times, this is more important 
than ever. The CDBG program is such an activity and the reduc­
tions approved by the Banking Committee are a bitter disappoint­
ment for the nation's Mayors.

I would like to share with you and submit for the record 
a survey conducted by the U.S. Conference of Mayors, the 
National League of Cities, and the National Community Develop­
ment Association. We polled some of our members and asked them 
what would happen if the CDBG program were reduced across the 
board by 10 percent. I won't go into the answers in detail, 
but overall, they responded that services to low and moderate 
income residents would be cut, badly needed repairs to aging 
infrastructure would be put off, and homes needing rehabilita­
tion would not be fixed up. There is no locally generated 
source of money to make up for any cuts this Congress enacts in 
the CDBG program. What isn't provided will translate into less 
services for your constituents and mine.
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This is why it is so critical for you to approve CDBG appropriations for FY81 which are fully up to the authorized levels approved by the Banking Committee.
On the housing side, we urge your Committee to carefully examine the program approved by the House Banking Committee.As you know, this authorization contains a new program with 

contract authority for thereduction of interest rates on multifamily housing designed for rental to persons with incomes up to 150 percent of area median. The funding for this program is taken out of the total HUD request for housing assistance in FY81. The pro­posal would reduce commitments for new construction and sub­stantial rehabilitation under Section 8 to accomplish this.In addition, the authorization would establish a mix between new construction/substantial rehabilitation and existing hous­ing at variance with the goals contained in approved Housing Assistance Plans prepared by local governments.
The Conference of Mayors recognizes the need for a pro­gram like that adopted by the Banking Committee. Affordable rental housing has nearly disappeared in many of our cities.The need for help cannot be denied.
However, the Conference remains strongly opposed to a program which is funded out of the budget and contract author­ity which President Carter proposed for direct benefit for lower income persons. We are also extremely opposed to the determination of a mix between new construction/substantial rehabilitation and existing housing set in Washington by the Congress without regard for the Housing Assistance Plans developed by local governments.
We urge the Committee to approve a housing appropriation equal to that sought by the Administration in its budget request. This would finance up to 283,000 units of housing for lower income persons in a household and housing type mix determined through the locally-approved HAPs. If the Congress decides a new program to benefit middle income renters is necessary, it should certainly authorize such a program. But it should not try to finance it at the expense of assistance to those least able to compete at all in today's inflationary housing market.
On the other matters, let me summarize our position quickly. Urban Development Action Grants deserve full funding at the $675 million level proposed by the President and endorsed by the Banking Committee. This program provides local governments with the leverage necessary to attract new private investment. UDAG-funded projects help preserve existing infrastructure, encourage energy efficient city development patterns, and offer the best possibility available today to help meet the crying need for employment in central cities.
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You are also considering a new program of public housing 
comprehensive improvement authorized by the Banking Committee 
last week. This $100 million program is designed to enable 
local housing authorities to comprehensively improve the 
physical conditions which ail so many public housing projects. 
We strongly support this authorization, and hope you will 
appropriate the full amount necessary to start this program 
as soon as possible. This program has great potential. Many 
cities have been plagued by seemingly insurmountable problems 
in the existing public housing inventory, and been unable to 
find the resources necessary to repair them. We do have some 
concern that the authorization places too little emphasis on 
the role which local government, as distinct from the public 
housing agencies which manage public housing, can play in 
assisting in this program. We urge the Committee to take the 
initiative and direct the Secretary to approve applications 
for these funds with a preference for those which contain firm 
evidence of a cooperative working relationship with the local 
government, and which outline the jurisdiction's approval of 
the proposed improvement program and a commitment of some 
resources to complete the work.

Regarding HUD's other program requests in this budget, 
such as Section 312 Rehabilitation loans, Neighborhood Self- 
Help Development Grants, authorizations for policy development 
and research activities, and Section 701 Comprehensive-planning 
grants, we.urge the Committee to adopt the fully authorized 
levels in HR7262, as reported by the House Committee on Banking 
Finance and Urban Affairs. As stated earlier, we do not agree 
with all these levels, and we do not agree with the manner in 
which the First Concurrent Budget Resolution reduces funding 
for these vital programs. However, this Committee can ensure 
that at least within these stringent limitations full funding 
is achieved.

This ends my formal remarks. I want to thank you again 
for the opportunity to testify before you today in support of 
the appropriations for HUD in FY81. I will be happy to answer 
any questions you may have.





420

C om m un ity Dev elop men t,
H ou sing  a n d  U rb an  Dev elop m en t

Th e Com m un ity  D ev elop m en t 
Block  G ra nt  P ro gra m

WHEREAS, the  U.S. Confe ren ce o f Mayors ha s su pp or te d the  Com mun ity  Develop men t Slock  Gran t 
con cep t sin ce 1971 and  co mmen ds  the  Con gress an d the  Adm in is tra tio n on  en ac tin g an d 
ad min is te ring  su ch  a  com pre hensive  p iec e o f leg islation ; an d

WHEREAS, ci ties  have d eve lop ed a c apac ity  to dev elo p a nd  adm in is te r these prog rams in a co mpr eh en ­
sive man ne r; an d

WHEREAS, the  Co mmun ity  De velopm ent  Block Gr an t pr og ra m  an d the  Ur ba n Dev elop ment Act ion 
Grant pr og ra m  w ill  be  befo re the  Con gress next  yea r for  reau th or izat io n,

NOW, THEREFORE, BE IT RESOLVED tha t the  U.S. Confe ren ce o f Mayors cal ls up on  the  Con gress to 
reau thor ize th e C om mun ity  Developm ent  Block Gr an t p ro gr am  wi th  the fo llow ing princip les :
•  that  the  CDBG p ro gra m  be au th or iz ed  for  a t lea st th re e y ear s;
•  th at  the  exis ting du al  fo rm ula be m ai nt aine d;
•  that  the  exis ting elig ible act ivit ies a nd  flexibi lity to devel op  pr og rams be  m aint aine d a t th e local 

level;
• that  the  CDBG p ro gra m  p rin cip ally b enefi t low-  an d mod erate- inco me p eop le;
•  th at  th e l eg islation  provide  for a s im pli fic ati on  o f pa pe r w ork in  the ap pl icati on  an d repo rti ng  

sys tem ;
•  that  the  Com mun ity  Developm ent  Block Gr an t pr og ra m  be  ad eq ua te ly  funded  in every 

fun ding  catego ry  tak in g in to a ccou nt  dem og raph ic  cha ng es  whi ch  cause  commun iti es  to move  
fro m one fund ing ca teg ory to an othe r; an d

BE IT FURTHER RESOLVED th at th e U.S. Co nfe rence o f Mayo rs ca lls  upon  the  Congress to re au th or iz e for 
at  least an  ad di tio na l three y ear s at  the  hig hest possible  fund ing level the Urban  Develo pment 
Act ion Gr an t (UDAG) pr og ra m  w hich  ha s pro ven to be  an  exce llen t tool  for  leveraging priva te 
inv est me nt in co mmercial , indu str ia l and  ne igh bo rhoo d deve lopm ent projects; an d

BE IT FURTHER RESOLVED that  th e U.S. C onference  o f Mayors  calls  up on  the  Congress t o m aint ain an d 
str en gthe n the  Ho us ing Ass istance Pla n wh ich ha s be co m e an  ess en tia l m an ag em en t tool for 
citi es th roug ho ut  th e c ou nt ry  for  deve lop ing  hou sin g as sis tan ce  pr og rams in o ur  cities, a nd  allo w 
ass isted ho us ing all oc ati ons to be  di st rib ut ed  ac co rd ing to loca l need  as  de te rm ined  by' the 
Housi ng  Assistance  Pla n.

Ur ba n De ve lopm en t Act ion  Gr an t

WHEREAS, the  Ur ba n Devel opme nt Act ion Gr an t (UDAG) pr og ra m  is designed to ass ist  in  the  
redeve lopm ent o f di str ess ed  ur ba n areas; an d

WHEREAS, these a reas  a re  o f gre ates t d ist res s an d ge nerat e lower  pr iva te to p ub lic  lev erag e rat ios  than  
non-d is tressed  ar ea s;  an d

■WHEREAS, neigh bo rhoo d pr oje cts  in dis tre sse d ar eas ge ne ra te  still low er  private  to publi c leverag e ra tio s; 
an d

WHEREAS, the re ar e m an y citi es which , as  a  whole , hav e st ro ng  ec onom ies  a nd  a re  fiscally sou nd  b ut 
have e xten sive  are as  w ith in  the ir bo un da rie s wh ich  man ife st  high un em ploy men t, low  m ed ian 
inc om e and lar ge  po rti on s o f the po pu latio n in poverty,

NOW, THERE FORE,  BE IT RESOLVED that  the  U.S. Confe ren ce o f Mayors reco mmen ds  as Na tio na l 
Urban  Policy’ th at UDAG gr an ts  be  lim ite d to di str essed ur ban  co mmun iti es  an d poc ket s o f
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pover ty w ith de te rio ra tin g facilities an d ch ronica lly  h igh  u ne mploy men t provide d tha t: 
o pockets  of  poverty  projects  benefit  pr ed om inately low - an d mod erate- inco me f am ilie s an d that  

local go ve rnmen ts  c on tribu te  a  reason ab le  c ash m at ch  to the  p roj ect ; a nd
•  th at  a reas on ab le  pe rce ntage o f UDAG fu nd ing be  a va ila ble  for  poc kets o f poverty , pro vid ed 

th at  th e se t-a sid e for pocke ts o fp ov er ty  not a de c: the  $4C0 mil lion cu rren tly  ava ilable  to UDAG 
elig ible  c ities; an d

BE IT FURTHER RESOLVED th at  specia l pro jec t leverage ra tio s be est ab lis he d for seve rely  d ist res sed 
ne ighb orho od s: an d

BE IT FURTHER RESOLVED t ha t disco un t ra te s on  re pa ym en t o f UDAG loa ns  used to he lp de te rm in e 
leverage on ne ighborh ood pro jec ts are redu ce d co nside rably  be low the  r at e for  d ow ntow n an d 
m an uf ac tu ring  projec ts.

Hou sing  P ro gra m s
WHEREAS, the  na tio n today faces  a rising  crisis  in the  sup ply  of  dec en t, safe and  sani ta ry  housin g which  is 

af fo rdab le  for  low- an d mod erate- inco me fam ilie s; an d
WHEREAS, inf lat ion  c on tin ues un ab at ed  to ea t in to  every family's  b ud ge t an d decre ase the  a m ou nt  of  

dis cr et iona ry  m oney av ailabl e to pu rcha se  b et te r housing ; an d
WHEREAS,  the  c onven tional  mul ti- family  con st ru ct ion sec tor  c on tinues to lag  ba dlv . an d 
WHEREzXS, the  Congress passe d the  Ho me  Mortgage Disclosu re Act o f 1976 in or de r to pro vid e local  

go ve rnmen ts , priva te cit ize ns  an d ot he r in te rested  pa rti es  with  a sou rce  o f inf or mat ion ab ou t 
pr iva te inv es tm en t by fede rally -re gu lat ed  insti tu tio ns  in Am er ica’s c ities; an d

WHEREAS, this  im po rt an t legi sla tion will e xpi re t his  year  and mus t b e consid ere d for re au th or iz at io n by  
the Congress ; a nd

WHEREAS, the  need to dev elop close coopera tive working  re la tio ns hips  b etween publ ic  pr og ra m s an d 
priva te capi ta l ha s inc rea sed  si nce  the  A ct’s passa ge;  a nd

WHEREAS, fede ral , s tat e a nd  ci ty s tand ar ds  a nd  req ui re m en ts  for hous ing  have co nt rib ut ed  to  t he  high 
cos t o f ho using ,

NOW, THEREFORE, 3E IT RESOLVED that  the  U.S . Co nfe rence o f Mayors calls  on  the  Cong ress a nd  the 
Dep ar tm en t of  Hou sin g and  Urban Developme nt (HUD) to inc rea se the  a m ou nt s o f fu nd ing set 
as ide for  low - an d mod erate- inco me ho us ing subsidi es  in FY 1980 to at  lea st 400 ,000 un it 
res erva tio ns , to pro vid e ad eq ua te  fund ing for  the  exi stin g hous ing  sub sidy pr og ra m s at  levels 
co m m en su ra te  w ith  proven  nee ds;  an d

BE IT FURTHER RESOLVED that  the  U.S. Confe ren ce of Mayors call s on HUD to fo rm ul at e,  in 
co ns ul ta tio n with  local elected officials  an d the ir representat ive s, a wide varie ty o f ho us ing  
assis tan ce  prog rams,  inc luding  con tin ue d fund ing for  the  p ub lic  h ousin g a cq ui sit ion pr og ra m , 
an d dev elo p a pr og ra m  for  st im ul at in g gr ea te r pa rti ci pa tio n by  the  pr ivate secto r in the  
co ns truc tio n,  fin ancin g an d maint en an ce  o f marke t ra te  ap ar tm en ts , an d re nt al  ho us ing for 
fam ilie s and ind ividuals  n eeding  only a sh al lo w subsidy; an d

BE IT FURTHER RESOLVED th at  the U.S . Conference o f Mayors ca lls  on al l levels o f go ve rnmen t to rev iew  
st an da rd s an d requ ire men ts  in  l igh t o f the p ossib ilit y to  re lax  and  ligh ten  t he m a nd  thu s red uce 
the  c ost  o f hom e ow nersh ip : an d

BE IT FURTHER RESOLVED b y the U.S. Confe ren ce o f Mayors that  the  inc rea sin g sh or tage s in ho us ing 
res ource s an d the  s tea dy  d em an d for  sub sid ies  an d improved  l iving condit ion s shou ld be  dealt  
w ith  sy ste ma tically a nd  in  close co or dina tio n with  o th er  loca lly dev eloped  c om m un in ' deve lop ­
men t objectives an d prog rams;  t hat  HUD s ho uld move to pro vide g reater  local  contr ol over the 
al loc ati on  an d ad m in is tra tio n o f fede ral  ho us ing subsidie s in acc orda nc e w ith  ap prov ed  Ho usi ng  
Assis tan ce Plans to fac ilit ate  this  linkage  an d coordina tio n an d to reflect the  ho us ing  marke t 
co nd ition s an d needs wh ich  v an ' g rea tly  a m on g cities; an d

6
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BE IT FURTHER RESOLVED that the U.S. Conference of  Mayors calls on  the Congress to re auth orize the 
Home Mortgage Disclosure Act and  urges the President and  his Cabinet  to actively su ppo rt its 
reautho riza tion  be fore both  Houses o f Congress.

Section  312
Reh ab il itat io n Lo an  P ro gra m

WHEREAS, the Section 312 reha bili tatio n loan pro gram wa s fu nded  at re cord high levels in FY1979; and 

WHEREAS, the Adm inis trat ion initia ted a new alloc ation  system  bas ed on form ula fundi ng consid ­
eratio ns including indic ators  of distress which pro rid e com muniti es with  funding “mar ks ’’ 
indicatin g th e m ini mu m and  m axim um am ounts  o f aid they m ight expect du ring  a given fiscal 
year; and

WHEREAS, this new  system has  had  the effect of  substan tial ly cut ting allocat ions among many 
com munities which had  been very active in the pro gra m dur ing  previous fiscal years; an d

WHEREAS, the r eha bili tatio n o f mult i-family building s w ithout  c ausing disp lace men t is a  high  p riority 
for many cities, an d some cities are prohibi ted fro m usin g local funds for mult i-fam ilv 
rehab ilita tion  programs;  and

WHEREAS, multi-family re hab ilita tion  programs  are generally  more difficult and costly to carr y out than 
prog rams  to rel iabili tate single  family homes, but  the Section 312 rehab ilita tion  loan p rog ram  has 
been dem ons trat ed to be  a  successful tool for multi-f ami ly r ehabili tatio n,

NOW, THEREFORE, BE IT RESOLVED that  the U.S. Conference of  Mayors suppo rts co ntin ued  fund ing  for 
the Section 312 r eha bili tatio n loan program  and the  expand ed flexibility to use this pro gram for 
mult i-fam ily rehab ilitat ion; and

BE IT FURTHER RESOLVED tha t the U.S. Conference o f Mayors urges HUD to publish for pu blic review 
and  comm ent  the allo catio n crite ria used-to determ ine ^ec tion 312  loan fund  allocations; an d

BE IT FURTHER RESOVED tha t the U.S. Conference of  Mayors urges HUD to review these alloca tion 
proced ures to ensure th at those co mmunit ies receiving the most  fu nds, o r the larg est incre ase in  
funds , are tho se whic h not  only show a need based  on objective cr iter ia, but ca n also de mo nst rate 
the capac ity to a dm inister the program  effectively a nd in conc ert wit h the legislative pro gra m 
mandates; and

BE IT FURTHER RESOLVED that where  funds cannot be spen t dur ing  a fiscal year by localities which have 
been  alloca ted fund s, that these funds be reall ocated to those com mun ities  whic h have 
dem ons trated a n abi lity to expen d their funds an d can use  extra fund ing during th e curren t fiscal 
year, regardle ss o f the maxim um m ark  provided b y HUD at  the  beg innin g o f the fund ing cycle; 
and

BE IT FURTHER RESOLVED that where Section 312 rehabil itat ion loan s are sold to secon dary marke t 
purchase rs tha t HUD do its utm ost to ensure  that these pu rchasers ad equa tely  service their loans  
and  make all paym ents , includi ng those for local real estate taxes held  in escrow by the 
mortg agee,  pr om ptly  when  due , an d that HUD not penalize c omm unit ies w hose loan defa ult or 
delinquency ra tes are  h igher than norm al because of  adverse or inad equa te servicing prac tices 
und erta ken  by suc h secon dary marke t purchaser s.

Su pp or t fo r
Sing le Ro om  O cc up an cy  H ou si ng

WHEREAS, many  o f the nation’s p oor are single, elderly a nd  non-el derly people; an d 

WHEREAS, many o f these people live by choice or necessity in sma ll h ousek eepin g uni ts, trans ient  h otels 
or othe r si mil ar accomm odation s kno wn comm only as  single room  occupan cy housing; and  

WHEREAS, such facilities a re prim arily  located in the downtown ar eas of  most American cities an d are 
frequen tly in poor condi tion or have been vacated; and

7
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WHEREAS, single  non-elderlv persons are currently ineligib le for most federal  housing assistance 
pro grams ,

NOW, THEREFORE, 3E IT RESOLVED that the U.S. Conference of  Mayors urges that eligibility 
req uirement s for federal housing assistance programs should be revised to include single, 
non-elderly persons; an d

BE IT FURTHER RESOLVED that  federa l property rehab ilita tion  stan dards should  be modified  to enable 
and  encou rage  the rehab ilita tion  o f buildings as  single room occupancy housing;  and

BE IT FURTHER RESOLVED tha t the  Departm ent o f Housing and Urban Development shou ld encourage, 
thro ugh dem ons tra tion or other  programs, the feasibility of  rehab ilita tion  and new construction 
of  single roo m occupancy housing.

Rev ita liz at ion o f Ur ba n Nei gh bo rh oo ds  
W ith ou t D ispl ac em en t o f Ex is tin g Res id en ts

WHEREAS, chan ging  demography, family pat terns and  energy  concerns are encouraging a needed 
midd le-class ret urn to city neighborhoods; and

WHEREAS, studie s b y the Departm ent of  Housing and Urban Development conclude:
• in 1976, f our percent of  household moves were disp laceme nt moves;
• disp laceme nt as a direct  result of  governm ent programs represents less th an  one-fi fth of  all 

disp lacement  repor ted in  the Annual Housing Survey;
• several recen t studies have indicated that housing aba ndonm ent  an d disinvestment account 

for .a signif icantly greater  proport ion of  disp lacement  than that occasioned by neigh­
borh ood  reinvestment;

• the populat ion and  economic trends repre sented by revitaliz ation in ur ban  areas a re far too 
sma ll to slow significantly or to reverse the mov ement to the suburbs and  the loss o f eco­
nomic activity by  cen tral cities; and

• not enough is know n abo ut displaced households after  their move to determ ine wh ether 
»he majority  are adversely affected b y the change in housing location , or  wheth er they move 
to b etter units;  and

WHEREAS, the President’s Budget for Fiscal Year 1980 sta tes as a national  need: “Encourage the  re­
tur n of  middle-income families to cent ral cities to  a id urb an revitalization effor ts”; and  

WHEREAS, in sum , urb an revita lization offers a hope of  coun tering market forces which  have segre­
gated hous ing by race, age and  class,

NOW, THEREFORE, BE IT RESOLVED by the U.S. Conference of Mayors that the primary role o f pub ­
lic polio/  tow ard  housing and  revita lization is to bui ld neighborhood  stabili ty by ensuring 
hous ing oppor tun ity for all races, ages and  income groups in the neighborhood of  their 
choice; and

BE IT FURTHER RESOLVED that the U.S. Conference o f Mayors urges its mem bers, the Congress, and  
HUD to recognize that disp lacement is pr imarily  a phen omenon of  market forces rat her than 
governm ent policy, and  that the extent and  natur e o f displacement vary greadv from  area to 
are a; a nd

BE IT FURTHER RESOLVED tha t the U.S. Conference of  Mayors urges its mem bers  to promote 
policies which discourage displacement of  ail types and  prom ote maxim um freedom of  
choice in housing,  including product ion and  mainte nan ce of  an adequa te supply of  housing ; 
and

BE IT FURTHER RESOLVED tha t the U.S. Conference of  Mayors opposes fur the r federal  legisla tion or 
regulation  rega rdin g displa cement until such time as the phenomenon of  disp lacemen t is 
be tte r docu mented and  understood  and  until such  time as the clear  relationship betw een fed­
eral policies and  di splacem ent is understood;  and
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BE IT FURTHER RESOLVED that  the U.S. Conference of  Mayors calls on HUD to formulate a policy 
which per mi ts local governme nts, which face a disp lace men t prob lem and  have developed a 
strategy for mit igat ing it, the option to directly a dm iniste r and  a llocate within the com mun in' 
federal  housing subsidies for the purpose of helping low- and  mode rate-income families and 
individuals in revitalizing areas  to exercise the grea test possible freedom of  choice in housing 
oppo rtuni ties.

D epar tm en t o f Com m er ce  
Urb an  A ge nd a

WHEREAS, the Secretary of  Comm erce has expressed an  inter est in improving the Depa rtment’s 
assistance to cities, a nd the President has assign ed the Comm erce Depa rtme nt specific respon­
sibilities for carry ing out the urban policy, an d

WHEREAS, the Dep artm ent of Commer ce has a bro ad range  of  inform atio nal,  financial and technical 
assistance resources w hich cities can use in a variety  of  ware an d, in  partic ular,  for the pro motio n 
of  investment and  job creat ion in the private sector; and

WHEREAS, the  Dep artm ent  has alrea dy underta ken  the Com merc e Cities p rogr am which is direct ed 
tow ard  ide ntifying, aug mentin g and  coord inat ing resources available to cities,

NOW, THEREFORE, BE IT RESOLVED that the U.S. Conference of  Mayors recomme nds tha t the 
Departm ent in stitu tion alize wha t has been de mo nstr ated thr ough the Commerce  Cities program  
so that  the agencies with in the Departm ent can comb ine their  resources into an integ rated  
program  w hich  d irectly addresses the needs o f a par ticula r ci ty  a nd

BE IT FURTHER RESOLVED that the U.S. Conference of  Mayors calls upon the Depa rtme nt to use the 
Comm erce Cities experience as a guide for directing funds toward urb an assistance in the 
agencies which have been active in the Comm erce Cities pr ogram , includin g EDA, the Census 
Bureau, the Mariti me Adm inist ratio n, ITA and OMBE.

Ec on om ic  D ev elop men t A dm in is tr at io n

WHEREAS, commun ity revitalizat ion can not  proceed without successful economic  development; and  

WHEREAS, inexpensive l abor in othe r countries is ca using  severe unemplo yment probl ems in certain 
American  urb an comm unitie s; a nd

WHEREAS, economic development is not a “single shot” endeavor bu t mus t evolve over time and  in 
response to local and  national  economic  trends; and

WHEREAS, all sectors  of the economy mu st be tap ped  to contr ibute tow ard  urb an re vi ta li z a tio n; and  

WHEREAS, there are private  sector financial  institution s ready to com mit to m ediu m term non-eq uity 
financing; a nd

WHEREAS, the U.S. Conference of  Mayors strongly sup ports the propose d reau thor izat ion of  the 
Economic Development Adm inistr ation ,

NOW, THEREFORE, BE IT RESOLVED tha t EDA encour age innovative local priorities  su ch as, with out 
limitat ion,  a gribus iness,  down town development and  app rop riat e technology, if these projects 
creat e an d maintain  employm ent and  other wise fall within  the goals of  thei r respective 
redevelopm ent areas; a nd

BE IT FURTHER RESOLVED th at EDA shou ld provide a  sta nd-b y counter-cyclical public works program  
to spe ed up agreed  u pon  projects dur ing  economic dow ntur n; and

BE FT FURTHER RESOLVED that EDA be urged  to develop and  strengthen long -term  plan ning  
agre ements with redevelopm ent areas; and

BE IT FURTHER RESOLVED that EDA funds be adm inistr ative ly tar geted  to the country ’s more dis tressed 
area s a nd des ignated growth centers; a nd
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BE IT FURTHER RESOLVED that  the EDA business ass istance programs shou ld address  in an innovative fashion such important local needs as equity financ ing, manag ement  assis tance and the pack aging o f development  financing arrangements.

City  R ole  i n Bu sin es s Dev elop men t

WHEREAS, numerous private a nd pub lic studies have doc umented the imp ortant role o f small bus iness  in deter minin g the level of  employment in the nation in general, and  in cities in parti cul ar; an d
WHEREAS, local governments  are assu ming an increased responsibility for ass isting business develop­ment for sm all business  an d disad vantaged  business people; and
WHEREAS, federal polio,' and programs such as the Employment Initiatives of  the Presiden t’s Inte ra­gency Coordinating Council and  the Neighborhood Business Revitalization  Program of  the Dep artm ents of  Hous ing and  Urban Development and  Commerce  along with the Small Business Admin istration call  for local governm ents to join  in  an  active par tne rsh ip w ith  federal agencies for local busine ss development; and
WHEREAS, recent  federal legislation a nd Presidential actions have been taken  to expand opportun ities  for d isadvantaged  business people,
NOW, THEREFORE, BE IT RESOLVED that the U.S. Conference of  Mayors urges the President and  the Congress to recognize  the cr itical  role local government can an d m ust  plav in successful business deve lopment; and
BE IT FURTHER RESOLVED that the Adm inis trati on and  the Congress take app rop ria te actions to simplify  the task o f integrating at  the local level business  developm ent, including the necessary special efforts required for small business and  disad vantaged  busine ss people , and economic deve lopment as well as to provide incentives to local gove rnments  which assu me a strong productive role in business development; a nd
BEIT FURTHER RESOLVED tha t the effor ts of  the federal government in programs such  as those in Small Business Adm inis trat ion , the Employment Initiatives and Neighborhood Revitalization Program be cont inue d, expanded , m ade  as efficient as possible and  m ade  an  integra l pa rt of  the federal effort to a id cities; and
BE IT FURTHER RESOLVED tha t special efforts be made by the Adm inis trati on and the Congress to streng then the links be tween the p rograms o f the Small Business Admin istration an d the efforts of  local government to assum e a st rong er role in  business develo pment. C onsideration should be given to items such as agreements to delegate author ity for loan process ing, the ratio  o f direct  loans to loan g uarantees and  policies for targeting o f assistance; and
BE IT FURTHER RESOLVED tha t new financ ing p rograms should be developed for d istres sed area s that would prov ide equity  supplements to entrepreneurs a nd  thus  encourage part icipat ion  from local financ ial insti tutions.

Ta x-Ex em pt M or tg ag e Bo nd s
WHEREAS, soaring  housing cos ts an d high interest rates  block many low- and  middle-in com e families from  the housing m arket; and
WHEREAS, m any cities are  using m ortga ge bond s as  an important tool in local efforts to revitalize and redevelop city neighborhoods and  promote home ownersh ip among  low- a nd  midd le-income families a nd, therefore, serve an important publ ic purpose; and
WHEREAS, housing bonds for single and  mul ti-family  housing cons titut e an  increasmg share of  the municipal bo nd market;  and
WHEREAS, the prol iferat ion of housing  bonds could raise overall interest ra tes  for municipal bond  issues; and
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WHEREAS, go ve rnmen t gu aran teed  int ere st subsi dy  taxa ble bo nd s ca n pro vide an  al ternat ive such  as 
pro vid ed in  Sect ion 802 t axable b on ds  to  pro vide low  interes t mor ta ge  funds f or  ho using  wi thou t 
di lu tin g the  mun icipal  marke t an d at  low er  cost to  T rea sury;  a nd

WHEREAS, leg isla tion  is pe nd ing in the  House  o f Repr ese nta tives wh ich wo uld , w ith ou t res pect to the 
pu bli c p urp oses  be ing se rve d, r ep ea l the  fe deral tax  ex em pti on  fo r all  st ate  a nd  m un ic ipal  bo nds 
issu ed for the  p ur po se  o f pro vid ing  mor tgag e ass ist an ce  for s ing le or mul ti- family  housin g,

NOW, THEREFORE, BE IT RESOLVED that  the  U.S. Confe ren ce o f M ayors  cal ls uDon the Congress  to 
rejec t at te m pts  to repe al the  fed era l tax ex em pti on  for ho us ing bo nd s issu ed bv citie s or  sta te 
ho us ing agen cie s a s an  u nw ar ra nt ed  in trus ion in to  the  mun ic ipal  b on d mar ke t, an d to provide 
and fund , w hich  Con gress ha s refused to do , a s an  a dd iti on al  tool, a  tax able bo nd  w ith fede ral  
gu aran tee and in terest subsi dy  un de r Sect ion 802 , or  a sim ila r pr og ra m , for  citie s to decre ase  
cos ts to investo rs an d the  Trea sury; an d

BE IT FURTHER RESOLVED th at  the  U.S. Confe rence o f M ayors su pp or ts  the  ta rg et tin g o f mor tgag e 
revenue bon ds  to low- a nd  m iddle- inco me fam ilie s th ro ug ho ut  a  q ua lify ing  ju ri sd ic tio n,  a nd  to 
spe cifi ed di str essed areas , al lowi ng  com mun iti es  to use  th e bo nd s in  a flex ible m an ne r, c onsis ten t 
with  loca l h ou sin g p lans , to exp an d local tax b ase s and  at tr ac t a  r an ge  o f incom e g roup s b ac k to 
de cli nin g a nd dis tre ssed  areas; an d

BE IT FURTHER RESOLVED th at  the  U.S. Confe ren ce o f Mayors str ongly  su pp or ts  the co nt inue d use  o f 
tax -ex em pt bo nds for  sing le an d mul ti- family  ho us ing  w ith in  lim its  that  wou ld  no t adverse ly 
afi'ect the  a bil ity  o f m un ici pa lit ies  to issue  tax -ex em pt bonds .

Fa ir  H ou sing

WHEREAS, disc riminator y prac tic es  in  the  sale an d re nt al  o f h ou sin g on  the  ba sis  o f rac e, sex,  age , 
rel igio n a nd  h an di ca p co nt inue  to  res tri ct  acce ss to ade qu at e ho us ing  for a s ign ific an t p or tion  of 
the  po pu la tio n;  a nd

WHEREAS, weak nesse s fn the  en forcem en t sc he me o f fede ra l, s ta te  an d loca l laws h ave m ad e it d ifficul t 
to ach ieve the  f ai r ho us ing  goa ls o f Title  VIII of the Civil Rights Act o f 1968,

NOW, THEREFORE, BE IT RESOLVED by  th e U.S. Confe rence o f Mayors that  the  p rim ar y role  o f publi c 
policy’ to war d ho us ing a nd  r ev ita liz ati on  is to b ui ld  n eigh bo rhoo d sta bi lity b y e ns ur ing h ousin g 
op po rtu ni ty  for all pe rsons, ag es and  inc om e gr oups  in the n eigh bo rhoo d o f thei r cho ice;  an d

BE IT FURTHER RESOLVED th at  th e U. S. Co nfe rence o f Mayors su pp or ts  Co ngress ional act ion  to  pro vide 
en forcem en t a ut ho rit y for HUD w ith  respect to as ssur ing co mpl ianc e w ith  the  pro vis ions ofT irl e 
VIII o f the Civil Rights A ct o f 1968; a nd

BE IT FURTHER RESOLVED th at  the U.S. Con fere nce  o f Mayors su pp or ts ad di tio na l sta te  an d  local  
leg isla tion th at  w’ou ld  stre ng then  f air  ho us ing  enf orce men t acro ss the co un try  an d HUD fun ding  
assis tan ce  for  states  w ith  laws th at  are  sub sta nt ia lly  equiva len t to the  pro po sed n ew  fede ral  law.
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PREFACE

This re port , "The Federal Budget and the C it ie s ,"  examines the budget from an urban persp ective. The f i r s t  sec tion s o ff e r a general overview o f the budget and the im pl icat ions  the budget contains fo r 
urban America. These sec tions also  deal with  fisca l polic y as we ll as tax po lic y and the Congressional budget process. Other sec tions deal wi th  var ious federa l func tio ns , rang ing from housing and community development to defense and general revenue sharing .

Too of ten the pu bl ic  does not pay s u ff ic ie n t attentio n to the 
im pl icat ions  contained in the budget. The reasons fo r th is  pu bl ic  in attention are cl ear enough. The budget is  not one document but 
seve ra l, with  the budget aDpendix containing  more than a thousand pages and l it e r a ll y  hundreds o f cha rts w ith  numbers whose meaning is  often  elus ive.

The budget is  a p o li ti c a l document expressed in accounting terms.I t  is  the sing le  most important federa l document publ ished  each year.I t  is the vehicle  fo r the most s ig n if ic a n t and comprehensive co lle c tion  o f p r io r it y  decis ions that  the United  States government makes in the course o f a year.

The FY81 budget comes at  a time o f inte nse  na tiona l concern wi th  in fl a ti o n . Mayors share th is  concern. I t  also comes at a time when many c it ie s  con tinu e to exper ience severe economic and fisca l hardsh ips .

This study is  the ninth o f an annual se rie s.  I t  is  prepared by the s ta ff  o f the United States Conference o f Mayors. The Conference, 
founded in 1933, represents the la rg est  c it ie s  in  America; th at is , those c it ie s  w ith  a populat ion  o f 30,000 or  more. Judgments made in th is  document are based on polic ie s adopted by the Mayors.

John J. Gunther
Executive Dire ctor
United States Conference of Mayors

January 30, 1980
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OVERVIEW

The FYS1 budget, described  by Adm inis -tra tion  o f f ic ia ls  as "aus tere 
and rest ra ined ,"  continues the trend of  de cl in ing growth in federa l 
spending. While to ta l fed era l outlays are $3.3 b il li o n  above cur ren t 
serv ices le ve ls , the amount of  spending needed to keep pace wi th in f la ­
ti o n , the increase is  due almost e n ti re ly  to the esca lat ion  in m il it a ry  
spending.

Compared to FYSO spending, the FY81 budget proposes an increase of  
$52 b il li o n .  However, th is  increase  is fu ll y  accounted fo r by defense 
spending ($18 b il li o n )  and increases in un co nt ro lla ble spending - -  Socia l 
Se cu rit y,  Med icaid , Medicare, in te re st on the pu bl ic  debt,  etc.  ($34 
b il li o n ) .

Other domestic spending w il l be held to the same do lla r level as in 
FY80, wi th  few increments to compensate fo r in fl a ti o n . What th is  means 
is  that  increased  spending in some areas, as fo r the new youth in it ia t iv e ,  
is  o ff se t by corresponding reduct ions  in oth er areas.  Given the 13 per­
cent  in fl a ti o n  ra te , domestic programs and se rvice  leve ls in the FY81 
budget would be cut  s ig n if ic a n tl y  in real terms.

Federal g ra nts -in -a id  to loca l and state governments (excluding pay­
ments to in div id uals ) also  remain at  roughly  the same do lla r le ve ls , 
ris in g from $54.7 b il li o n  to $58.5 b il li o n .  In FY79, these grants to ta led 
$54.1 b il li o n ,  so the growth in  th is  area has been less  than impressive. 
Moreover, due to in fl a t io n ,  these grants to state and loca l governments 
w il l lose over $10 b il li o n  in purchasing power dur ing FY30 and FY31.

While loca l governments fa ll  behind in the race aga ins t in fl a ti o n , 
the Defense Department w il l re a liz e an increase of  14 percent in budget 
au th or ity  and 12 percen t in ou tla ys , on top of  a subs tant ia l increase in 
FYSO.

In co nt rast  to  the FYSO budget, however, the re is  much that  is  posi tiv e 
about the FY81 budget. We are es pe cial ly  pleased th at the Administr at ion  
has included  funds fo r revenue sharing and coun tercyc lic al  ass istance in the 
FY81 budget , and announced a major  new youth  in it ia t iv e .

• General revenue sharing would be con tinued at  the curre nt $5.9 ' 
b il li o n  leve l , inclu ding  the on e- th ird  state share.  However, 
th is  program has been held at  the same do lla r leve l since 1976, 
re su lti ng in a s ig n if ic a n t loss (ove r 50 percent) in the value 
of  these funds a ft e r in fl a ti o n .

• The FYS1 budget includes $1 b il li o n  in  funds fo r a cou nte r­
cyc lic a l fi s c a l ass istance program, which would be trigg ered  in 
a recess ion.

i i
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• A lto ge th er , there is  $1.2 b il li o n  in ad di tio na l FY81 budget 
au th or ity  fo r youth employment and education programs. We 
are not ce rtai n as to what amount o f th is  w il l be spent in 
FY81, but we are heartened by the Preside nt 's atten tion to 
the employment needs of  young people.

• The budget includes a sizeable  increase  fo r subsid ized hous­
ing programs, which are scheduled to increase from $25.7 
b il li o n  to $31.9 b il li o n ,  s u ff ic ie n t to finance  an estim ated 
300,000 un its  of  assis ted  housing in FY31.

9 The President  w il l seek renewal o f the $3.8 b il li o n  Community 
Development Block Grant program, with  a small $150 m il lio n  in ­
crement in funding .

• The President  proposes renewal o f the Urban Development Ac tion  
Grant program at it s  cu rre nt  $575 m il lio n  le ve l.

• We are pleased that  the Ad min istra tio n is  planning  to spend 
more than $1 b il li o n  in new funds in  both FY80 and FY81 from 
the w in dfa ll tax fo r pu bl ic  tran sp or ta tio n programs. However, 
we are extremely  concerned th at the budget does not inc lude a 
supplemental request fo r FY80 or  a budget request fo r FY81.

s The Summer Youth Jobs program w il l be increased substa ntia lly , 
to an estimated leve l of  ne ar ly one m il lio n  jobs .

e We are pleased wi th  the Pres iden t's  $566.8 m il lio n  FY80 sup­
plemental budget request to fund the Economic Development 
Adm in is trat ion's expanded programs, and the high $1.17 b il li o n  
leve l requested fo r th is  program in FY81.

The U.S. Conference of  Mayors is  support ive  of  the President 's e ff o rt s  to 
fi g h t in fl a ti o n . However, we be lieve  the balance between figh ting  in fl a ti o n  
and fi gh ti ng  unemployment should be redefined. While unemployment would ris e 
under the Adm in is tra tio n's program of  budget re s tr a in t,  in fl a ti o n  would be 
af fe cted  only  margina lly . Many economists hold that  in fl a ti o n  is  e ff e c ti ve ly  
countered through targeted  e ff o rt s  to reduce pr ice increases in  foo d, energy, health and housing costs  ra th er  than through cuts  in  spending.  In th is  re ­
gard,  we are pleased that  the Ad min istra tio n is  cont inu ing  it s  e ff o rt s  on 
be ha lf of  ho sp ita l cos t containment.

We are also pleased wi th the Pres iden t's  e ff o rt s  to ta rg et  fed eral funds 
more e f f ic ie n t ly .  I f  proposals to ta rg et  educa tion , health  and pu bl ic  tran s­
po rtatio n funds are approved, and i f  programs of  co un te rcyc lic al  and targeted 
fi sca l assistance are adopted, proposed rea l reduct ions in fed era l g ra nts -in - 
aid w il l be p a r ti a ll y  o ff se t fo r many c it ie s . The U.S. Conference of  Mayors has 
long be lieved th at the ta rget ing of  fed eral funds is  a more e ff ic ie n t use of  
scarce budget resources and is  of  p o te n tia lly  s ig n if ic a n t be ne fit  to cent ra l 
c it ie s .

i i i
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As a re s u lt  o f the  t ig h t  budget and re s t r ic t iv e  economic p o li c ie s  be­
ing pursued by the  A d m in is tr a tion , the  A dm in is tra tion  p ro je c ts  th a t the 
unemployment ra te  w il l r is e  to  7.5 pe rcen t by the  end o f 1980 and w il l re ­
main at  high le ve ls  throug ho ut  1931. Unemployment o f th is  magnitude w il l 
impose substa ntia l economic and so cia l burdens on many c it ie s  around the 
co un try  which have s t i l l  no t recovered  from the  la s t re ce ss ion.  However, 
ther e are  no add it io na l st im ulus  pro posa ls ou tl in e d  in  the  budget to  deal 
w ith  th is  r is in g  unemployment.

Moreover , the  r is e  in  unemployment repres en ts a s ig n if ic a n t re tr e a t 
from the  p ri n c ip le s  o f the Full Employment and Balanced Growth Act  
(Humphrey-Hawkins) which was sup ported by the  Carter Adm in is tra tion  and 
U.S. Conference o f Mayors, and se t the  goal o f fo ur pe rcen t unemployment to be 
atta in ed by the fe der al government in  1981.

Fortunate ly , the Pre side nt  in  his  Budget Message promises to  mon ito r 
economic co ndit io ns c a re fu ll y  and to  propose tax cu ts and ta rg eted  spend­
ing measures, i f  they  prove necessary.

De spite  the  A dm in is tr a ti on 's  t ig h t  budget and the  ri se  in  unemployment, 
the Adm in is tra tion  p re d ic ts  l i t t l e  moderat ion  o f in f la t io n .  The current 
13.3 pe rcen t in f la t io n  ra te  is  expected to  de cl ine to  10.4 pe rcen t in  1980, 
s t i l l  in  the  d o u b le -d ig it  range.  Th is continuin g high in f la t io n  th reaten s 
to  impose s ig n if ic a n t burdens on lo ca l governments. Yet,  de sp ite  per ­
s is te n tl y  high in f la t io n ,  fe dera l g ra n ts -i n -a id  to  lo ca l and s ta te  govern­
ments w i l l  co nt inue  to  decl in e as a pro port io n  o f the bud get . The FY80 and 
FYS1 budgets , by fa il in g  to  keep fe de ra l g ra n ts -i n -a id  even w ith  in f la t io n ,  
w il l re s u lt  in  low er se rv ic e le ve ls  fo r  many urban programs and je opard iz e 
the  a b il it y  o f many c it ie s  to  meet the needs o f th e ir  c it iz e n s .

In the  FY81 bu dget , the  O ff ic e  o f Management and Budget proposes seme 
new program conso lid ations — fo r  youth  employment and tr a in in g  prog rams, and 
hea lth  programs.  Yet,  w hile  the budget d e ta il s  fe der al e f fo r ts  to  s im p li fy  
and st re am lin e fe der a l g ra n ts , those lo ca l programs which are  most f le x ib le  
and allo w  lo cal governments the  gre ate st  d is c re ti o n  - -  in c lu d in g gen era l 
revenue sharing, Community Development Block Gr an ts,  the  Urban Development 
Ac tio n Grant  program and Economic Development A dm in is tra tion  as sistan ce  - -  
are dec lin in g  as a pro port io n o f to ta l fe der al gra nts .

Oth er adm in is tr a tive  "imp rovements" th re aten  to  impose fi n a n c ia l burdens 
on lo ca l government (as the y have a lrea dy,  in  some ca ses), in c lu d in g  the 
speedup o f a ll  types o f payments made to  the  fede ra l government. Sta te  and 
lo cal de po si ts  o f so cia l se cu ri ty  taxes have alread y been acce le ra te d. At 
the  same tim e,  the  flo w  o f fe de ra l funds  to  lo ca l governments shows no signs 
o f being hastened.

The P re si dent's  FY81 budget proposes d ir e c t con tro ls  over nearly a ll  
fe de ra l c re d it  programs. In most cases, th is  would be accomplished through 
li m it s  to  be w r it te n  in to  appro pria tio ns b i l l s  on fe der al loans and loan  
guara nte es . Wh ile we su pp or t the  P re sid ent's  e f fo r ts  to  l i s t  these c re d it  
programs in  the  budget and ana lyze th e ir  im pact, we are  concerned th a t the  
new con tro ls  no t be so t ig h t  as to  r e s t r ic t  in  fu tu re  years  im po rtan t housing 
programs and oth er  c re d it  a c t iv it ie s  cen tra l to  urban development e f fo r ts .
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We are dis appointed th at many important urban programs w il l receive no funds or inadequate funds in  the FY81 budget.

a The budget continues the Adm in is trat ion' s stea dfas t opposit ion  
to a standby pu bl ic  works program to be triq cie red in the event of  recess ion. U.S. Conference of  Mayors po lic y ca lls  fo r a labo r- in tens ive pu bl ic  works program.

• The budget proposes an in s ig n if ic a n t expend iture fo r loca l 
energy conservat ion e ff o rt s . The proposed Energy Management 
Partnership  Ac t, which is  sta te -o rien te d, would inc lude only  
$50 m il lion  in order fo r loca l governments to e ff ec ti ve ly  imple­ment energy con servat ion programs w ith in  th e ir  c it ie s .

• On the rece ipts side , the Ad minist ra tion proposes to el im inate the tax exemption fo r mortgage revenue bonds fo r s in gle -fam ily  housing — a s ig n if ic a n t loss  fo r loca l governments which have been using these bonds.

• We are concerned that  the Ad minist ra tion has fa iled  to inc lude 
an FY80 supplemental and FY81 budget request fo r pu bl ic  tran s­po rta tio n from the w in dfa ll tax, thereb y jeop ardizin g tim ely 
ac tio n on the Preside nt 's tran sp or ta tio n energy in it ia t iv e .

• The Ad minist ra tio n has made no proposals to help c it ie s  cope 
with  the severe shortage in unsubsidized rental  housing.

• The budget proposes no fund ing fo r the Liv ab le C iti es  Program, which was pa rt of  the urban po lic y.

The U.S. Conference of  Mayors recogn izes the seriousness of the na tio n 's  in ­fl a ti o n  problem. We bore a heavy burden la s t year  because of  in fl a ti o n . At the same time c it y  budgets were es ca lating because of  in fl a t io n ,  we were ask­ed to absorb heavy cuts  in fed era l programs. While the FY81 budget rep re­sents an improvement over FY80, we are concerned that  we not be asked to assume more than our equal share of  the fed era l government's economic p o li ­cies and problems.

In th is  regard , the U.S. Conference of  Mayors is  troub led  by the oro jec ted  increase in  the unemployment ra te  to 7.5 perce nt,  a ra te  expected to pers is t fo r over a year.  This w il l tran sl at e in to  one and a ha lf  m il lio n  more un­employed persons in  urban areas. The Ad minist ra tion does not inc lude in it s  budget any major new stim ulus in it ia ti v e s  to combat th is  pro jec ted  rise  in unemployment, wi th the exception  of  standby co un te rcyc lic al  ass istance. ‘ We are hopeful th a t the Ad minist ra tion w il l move qu ickly to formu late a stim ulus package which can be enacted should the economic s itua tion  worsen. We pledge our best  e ff o rt s  to  work w ith  the Ad minist ra tion to design appro pr iate pro- " grams to generate increased investment  and p ro d u c ti v it y , which would prov ide needed jobs  and se rv ice s.

v
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COMMUNITY DEVELOPM ENT AND HOUSING

COMMUNITY DEVELOPMENT

Community Development 3lock Grants

The Department of  Housing and Urban Development (HUD) has requested 
an ap prop ria tion lev el of  $3.95 b il li o n  fo r the Community Development 
Block Grant(CDBG) program in FY81 , a four  percent increase over FY80. A ll but 
$109.9 m il lio n  of  th is , the amount set  aside fo r the Secretary 's d is ­
cret iona ry  fund , w il l be d is tr ib u te d through the dual formula es tablished 
in 1977. Eighty percent of  the funds w il l be made avai lable in metro­
po lit an areas as en tit lemen t or di sc re tio na ry  gra nts , wh ile the remaining 
20 percent w il l be d is tr ib u te d on a di sc re tio na ry  basis in nonmetropolitan 
areas. The Department needs new au thor iz ing language to permit  the program 
to co nt inu e,  since the curre nt au thor izat ion runs out in October 1980. The 
Department has not proposed any fu rt he r extension of  the $100 m il lio n  fin an­
c ia l se ttle me nt fund fo r urban renewal projec ts .

Urban Development Act ion Grants

The Urban Development Act ion Grant (UDAG) program would be funded at 
$675 m il lio n  in FY81. This is the same leve l as main tained in FY80. The 
Department an tic ipat es  being able to make 350 grants wi th  th is  to ta l.  Up 
to 20 percent of  the funds can be made av ai lable fo r projec ts in "pockets 
of  pover ty"  in  otherwise hea lthy  c it ie s .

Congress w il l be asked to rea utho rize UDAG in tandem with the Com­
munity Development 31ock Grant program fo r an ad di tiona l three  years.

Section 701 Planning Grants

The Section 701 Comprehensive Planning Grant program fund request fo r 
FY81 is  $40 m il li o n , down $2.5 m il lio n  from the FY80 ap prop ria tio n.  The 
Department intends to propose new le g is la tion  fo r the Section 701 program 
dur ing FY81, but does not an tic ip ate  changing it s  cu rre nt p ro h ib it io n against 
metropoli tan  c it ie s  part ic ip a ting  as d ir ec t grantees.

Sect ion 312 Reh ab ili ta tio n Loans

A new ap prop ria tion of  $188 m il lio n  is sought fo r the popular  Sect ion 
312 Reha bi lit at io n Loan program. Combined with  car ryover  auth ori ty  from 
FY80 and paybacks from outstanding loa ns, HUD expects to mainta in a program 
leve l of  $240 m il lio n  in loans in FY81. This would be an increase from the 
FY80 leve l o f $215 m il lio n . The Department estimates tha t a to ta l of  13,200 
un its  in 1-4 family  str uc tures and 6,000 un its  in m ulti fa m ily  bu ild ings  w il l 
be assis ted  with  th is  loan le ve l.  An ad di tio na l 70 no nres ide nt ial  loans are 
expected to be made. Of the to ta l loans to be made in the program, about 
$20 m il lio n  is  earmarked fo r use in the Urban Homesteading program.
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Urban Homesteading

No new fund ing is  requested fo r the Urban Homesteadina proqram, but a pro­
gram lev el o f 1,500 un its  is an tic ipated  in FY31 , using ex is ting  co nt ract  autho­
r it y .  The crogram uses federal funds to transfe r prop er tie s owned by HUD-Federal 
Housing Ad min istra tio n (FHA) to local governments fo r use in Urban Homesteading 
programs. The FY30 leve l was substa ntia lly  below th at an tic ipated  in la s t ye ar 's  
budget—1 ,500 un its  as opposed to the pro jec ted  3,200—and th is  accounts fo r the 
Department's  a b il it y  to maintain the program wi thou t new funding. A to ta l o f 520 
m il lio n  in Section 312 re hab il ita tion  loan funds is  set  aside  fo r use by fa m ilies  and in div id uals  pa rt ic ip a ting  in loc al Urban Homesteading programs.

Section 108 Loan Guarantees

Under the new fed era l cre d it control program, HUO w il l be seeking ap­
prop ria tio ns  language lim it in g  it s  ob lig at ions  under the Sect ion 108 Loan 
Guarantee program to no more than S200 m il lio n  (an estimated 42 loan commit­
ments)’ in FY80, and no more than 5300 m il lio n  (an estimated 63 loan guaran­
tees)  in FY81. Actual a c ti v it y  in the program fo r  FY79 was on ly 10 loan 
guarantees, fo r a to ta l ob lig at ion of  $31.3 m il lio n .

Under the Sect ion 108 program, HUD guarantees loans from the Federal 
Financing Bank (FFB) to loc al governments fo r land acq ui si tio n and reha oi1ita ti o n  of  public ly-owned real  pro perty . The guarantee covers ob lig at ions  of  up to 
six yea rs,  and loca l governments must pledge curre nt and fu tu re  block gra nt 
amounts equal to the guaranteed amount as se cu rit y.

Comment

Although modest increases are requested in some community development 
programs, HUO's FY81 budget is  in fa c t less than a sta tus  quo reques t. The 
Community Development 31ock Grant program is  increased by SI50 m il lio n  in 
d irec t gra nts , but th is  is  o ff se t by the el im inat ion of  the $100 m il lio n  
fina nc ia l set tlement fund fo r outsta nding urban renewal ob lig at io ns . Those 
communities which must s t i l l  re ti re  these ob lig at io ns  w il l have to do so 
using CD8G funds, and thus may not re aliz e any gains from the increased bud­
get reques t. In any event, the SI50 m il lio n  requested is  on ly a four  percent 
increase over FY30 le ve ls , not nearly in keeping wi th the CPI in fl a ti o n  index 
of 13.3 percent.  The sho rt fa ll  is  aggravated by the fa ct th at new Standard 
Me tropolitan S ta ti s ti ca l Areas (SMSAs) have been designated dur ing the la s t " year, inc rea sing the number o f e li g ib le  communities in the en tit lemen t pro­
gram. Thus, more communities w il l be app lyin g fo r fewer funds in FY31.

The modest increase requested in the Sect ion 312 Reh ab ili ta tio n Loan 
program may prove in s u ff ic ie n t to suppor t adequate leve ls  o f support in  com­
munities wi th long experience in the program. h'UD has gre at ly  expanded 
part ic ip a tion  in the program since FY79, but the pro jec ted  FY81 lev el is  
on ly s li g h tl y  above th at fo r FY79, even wi thou t takin g in fl a ti o n  in to  account.
In fa c t,  the actual number of  loans an tic ipat ed  under the FY81 leve ls  is  a l­
most 2,000 below that  reached in FY79.

Maintenance o f the UDAG program at  a $675 m il lio n  leve l should ensure 
steady pa rt ic ip a tion  and con tinu e high leve ra ge ,o f priva te  inves tment in 
dist ressed  c it ie s ,  or in pockets of  pov erty w ith in  otherw ise  healthy  c it ie s .
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HIGH LIGHTS CF COMMUNITY DEVELOPMENT PROGRAMS 
( d o l la r s  in  m i l l i o n s )

FY79 FY80 FY89

Comm unity  Dev elo pm ent 
B lo c k  G ra n ts

A p p ro p r ia t io n s $ 3 ,7 5 0 .0 $ 3 ,9 0 0 .0 $ 3 ,9 5 0 .0

O b ii g a ti o n s 4 ,3 2 1 .5 4 ,0 2 7 .5 3 ,9 4 0 .0

Comm un ity  D eve lo pm ent G ra n ts 4 ,1 8 1 .5 3 ,8 9 9 .8 3 ,9 4 0 .0

C a te g o r ic a l Pro gr am  F in a n c ia l 
S e tt le m e n t Fund 140 .0 127.7 - -

Number o f  E n t it le m e n t  
C om m uniti es 646 658 662

S e c ti o n  108 (CDBG Loa n G ua ra nte es)

Number o f  Loan s G uara nte ed 10 42 63

Amoun t (O b l ig a t io n s ) $31 .3 $200 .0 $300 .0

Urban D ev elo pm ent A c ti o n  G ra n ts

Ann ou nce m ents :

Num ber 302 318 350

Amoun t $518.5 $6 33 .1 $675 .0

O b ii g a t io n 61 5. 1 740.5 6 75 .0

S e c ti o n  701 (G ra n t R e s e rv a ti o n s ) 54.0 4 4 .7 4 0 .0

S e c ti o n  312

Loan R e s e rv a ti o n s  (N e t) 233 .9 2 15 .0 240 .0

S in g le  F a m ily 174.6 154 .0 170 .0

M u lt i f a m i ly  & N o n re s id e n ti a l 59.3 6 1 .0 7 0 .0

Urban  Hom est eading

P ro p e r t ie s  Co nv ey ed 950 1,5 00  ■ 1,5 00

L o c a l i t ie s  w it h  Pro gram s 72 85 85

O b li g a t io n s $7.2 $11.6 S12 .6

S ourc e : " U .S . D epartm en t o f  Hou sina 
Ja nu a ry  2 6 , 19 80.

and  Urba n D evelo pm ent Dud ge t B r ie f in g

21
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HOUSING

Housing Ass istance  Payments Program

HUD is  requesting a to ta l of  $31.94 b il li o n  in  new budget au th ori ty  to finance the new co nst ru ct ion, subs tant ia l or moderate re h a b il it a ti o n , and su bs id izat ion of 300,000 un its  of  housing in FY81. This  is  a jump of $5.2 b il li o n ,  or  19 percent over FY80 le ve ls . Of the to ta l un its  projec ted fo r ass istance with  these funds, 42,000 would be new or re hab ili ta te d  under the low rent  pu bl ic  housing program (4,000 of  th ese.fo r Ind ian hous ing ); 114,200 newly constructed under the Sect ion 8 program; 23,300 substa ntia lly  re h a b il i­ta ted under Sect ion 8;  40,000 moderately re hab ili ta te d  under Sec tion 8;  and 80,000 sub sid ized under the Sect ion 8 Exist ing Housing program, which pro­vides rent  supplements fo r ex is ti ng , standard un its  occupied by q u a li fi e d  ten ants.  The funds w il l be d is tr ib u te d ov er al l on the basis of  a 60 percen t new and su bs tant ia l re hab il ita tion /4 0  percent ex is tin g ra ti o , which is  what the Department expects to be requested on a na tion a l, aggregated basis through loca l Housing Assistance Plans.  This is  a s li g h t s h if t  from the 63 pe rcen t/37 percent ra ti o  in FY80. A to ta l of  30,000 un its  in the new co ns tru ct ion and subs tant ia l rehab to ta ls  w il l be set  aside fo r State Housing Finance Agencies.
The HUD fig ur es  fo r to ta l numbers of  un its  were developed using a 9.9 percent in fl a ti o n  fa c to r,  which may be low; th is  was fu rt her reduced in com­

puting  program costs  by two percent to account fo r pro jec ted  savings on per-un it costs  through program eff ic ie nc ie s and cos t-co nta inm ent  measures.
Low Rent Public Housing

The Department is  proposing two major changes in the con ven tion al low rent  pu bl ic  housing program in the FY81 budget. The f i r s t  is  a Comprehensive Modernization Program, under which loca l pu bl ic  housing auth ori ties , in coop­erat ion w ith  loca l governments, would have the option  of using up to 50 percent o f the budget auth or ity  d is tr ib u te d to a lo c a li ty  during FY81 fo r e ithe r new cons tru ct ion or su bs tant ia l re h ab il it a ti on  of  exi sting pu bl ic  hous­ing un its . In the past,  th is  au th ori ty  could be used on ly fo r new co ns tru ct ion.  The Department expects some lo c a li ti e s  with  sev ere ly de te rio ra te d pu bl ic  housing to use th is  program to re hab il ita te  such un its . HUD has proposed an amendment to  it s  FY80 ap prop ria tio n to pe rmit i t  to a lt e r  th is  op tio n in  FY80 as we l1.

Also, the Department is proposing to use up to $1.25 b il li o n  in budget au th ori ty  in FY81 to fina nce  the sale of loca l pu bl ic  housing bond issues to the Federal Financing Bank. This amount would cover the di ffere nce  between the in te re s t ra te  of fered by the FFB in it s  bond sales of taxab le ob lig at io ns  and th at of  the tax-exempt leve ls an tic ip at ed  by pu bl ic  housing agencies when budgeting res erva tions  of  subsidy funds fo r  new pu bl ic  housing co ns tru ct ion.  HUD’ s supplemental budget request fo r FY80 w il l inc lude a request to tr ansfe r $1.99 b il li o n  in cu rre nt unobl igated auth ori ty  to the FFB th is  year . This  program should not a ff ec t the opera tion  of  the pu bl ic housing program at the loc al leve l since i t  represen ts prim ari ly  an accounting procedure at  the fed era l le ve l.

• 22
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Moderate Reh ab ili ta tio n

HUD is  proposing to fund the Section 8 Moderate Reh ab ili ta tio n proaram 
fo r the th ir d  year at a constant leve l of  40,000 un its , 10,000 of  which 
would be set  aside fo r use in the Department's own di sp os iti on  program fo r 
the sale  o f HUO-owned subsidized housing pro je cts , lea ving 30,000 to be d is ­
tr ib ute d fo r  use in loc al communities.

Pub lic Housing Operating Subsid ies

HUD is  reques ting a to ta l o f $862 m il lio n  in opera ting  subsidies fo r 
pu bl ic  housing agencies, fo r d is tr ib u ti o n  through it s  Performance Funding 
System. This is  a 16 percent jump over FY80. In addit io n, the Department 
is proposing a $52.6 m il lio n  supplemental approp ria tion fo r FY80 to provide  
a lim ited number of  pu bl ic  housing agencies ad di tio na l one-t ime payments to 
supplement opera ting  reserve accounts which have been depleted because of  in ­
adequate leve ls of  opera ting  income.

Section 202 Housing fo r the Elder ly

New loan auth ori ty  o f $830 m il lio n  --  the same leve l as FY80 --  is  pro­
posed fo r the Sect ion 202 Loan Program fo r Housing fo r the E ld erly, or enough 
to finance the cons tru ct ion  of 18,800 un its  of  housing in  FY81. A ll the un its  
sc financed w il l be subsidized with  Sect ion 8 aid under the new cons tru ct ion  
program. The agency is reques ting $780 m il lio n  in new budget auth ori ty  fo r 
Section 202, the remaining $50 m il lio n  to be prov ided through repayments and 
carry -ove r auth ori ty . Approximately 1,132 of  the un its  financed through the 
program w il l be reserved fo r the no n-elde rly  handicapped.

Public  Housing Modernization

Budget au th or ity  to ta ling  $1 b il li o n  is  requested fo r the pu bl ic  housing 
modernization  program, enough to finance $545.5 m il lion  in  re pairs , w ith  the 
remainder al loca ted to in te re st costs over 20 yea rs. This leve l is  equal to 
FY80's.

Section 235 Homeownership Program

HUD is  Dropcsing to operate the Section 235 homeownership assistance pro 
gram at a 25,000 un it  lev el in FY81, the same as in FY80. No new auth ori ty  is 
necessary, since HUD has considerable  carry -ove r cont ract au th or ity . In.FYSl,  
HUD w il l continue it s  special  se t-asid e of  7,000 un its  fo r as si st ing new’con- 
st ru cticn or  su bs tant ia l re h ab il ita tion  fo r fa m ilies  and in di vidu al s in ra pid­
ly  re v it a liz in g  areas threatened wi th disp lacement. Mortgages on homes as­
sis ted under th is  set-asid e can have maximum mortgages 20 percent over those 
estab lish ed fo r the normal program by Congress. In ad diti on, another 5,000 
un its  are sec aside fo r use in the ex is tin g housing po rtion  of  the Sect ion 235 
program to fina nce  mortgages fo r tenants threatened wi th displacement because 
of  condominium or  cooperative conversions. No oth er un its  w il l be financed in 
the exi sting housing program, which has been discontinued since 1973.
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Government National  Mortgage Assoc iat ion  Tandem Program

HUD is proposing a new $2 b il li o n  in mortgage purchase au th ori ty  fo r 
the Government Nation al Mortgage Associa tion (GNMA). Up to $1.5 b il li o n  
would be av ai lable fo r  purchase of  mortgages on new or  substa n tia lly  re ­
hab ili ta te d  Sec tion 8 pr oje cts.  Another $300 m il lio n  would be av aila ble 
fo r purchases under the Targeted Tandem program fo r  mortgages on market 
rate apartments in dis tre ssed  communities or w ith in  loca lly -d es igna te d 
community development Neighborhood Strategy Areas. The fi n a l $200 m il lio n  
would be used in an experimental demonstration program to  provide fr o n t-  
end payments to lenders to reduce the in te re st cos ts on mortgages, e lim i­
na ting the need fo r GNMA to purchase and la te r se ll  the whole mortgage.
The so -cal led Mortgage Assistance Grant program would need Congressional 
au thor izat ion to proceed.

Actual  ou tlays  under the GNMA program are con siderably  less  than the 
to ta ls  li s te d  here. The la rg er  amounts represent  the to ta l amount of  mort­
gages the agency may purchase. These are la te r so ld , and the di ffe re nc e 
between what GNMA receives on the sale and what i t  paid fo r the mortgage 
represents  the actual  exp enditu re.  For budget auth ori ty  purposes, however, 
the la rger  amounts are always used.

Emergency Mortgage Purchase Autho rit y

HUD has not requested any ad di tio na l au th ori ty  under it s  Emergency 
Purchase program, a standby auth ori ty  fo r use in severe housing recessions 
to purchase sing le -fam ily  mortgages at  low in te re st ra tes.  The agency w il l 
seek a supplemental ap prop ria tio n i f  i t  determines the program is  necessary 
la te r on in the fi sca l year.

Temporary Mortgage Assistance Payments Program

HUD is again proposing a program of sh or t-term payments to homeowners 
wi th FHA-insurance mortgages to tide them over periods of  financia l d i f f i ­
cu lty  as an a lte rn a tive  to accepting assignments o f the mortgages from 
lenders and, th ere fo re , having to pay out  the enti re  outsta nding balance of  
the loan . Congress would have to au tho rize the program; no budget estim ates 
accompany the pro posal.

Housing Counseling

A to ta l o f $10 m il li o n , a $1 m il lio n  increase  over FY80, is  proposed 
fo r HUD's O ffi ce  of  Neighborhoods, Volun tary  As sociat ions , and Consumer 
Prote ction  fo r comprehensive housing counseling programs through c e r ti fi e d  
loca l agencies.
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Fle xi bl e Subsidies fo r Troubled Pro jec ts

HUD is seeking to extend th is  program of  one-t ime ca pi ta l gra nts  to 
fi n a n c ia ll y  troub led  HUD-FHA insured and subsid ized housing projec ts  an 
ad di tio na l year , wi th $41.1 m il lio n  in new funds. Together wi th  carr y­
over au th ori ty , th is  program would be operated at  a $109 m il lio n  leve l in 
FY81 under 1:he budget request.  Congress would 'nave to au tho rize the pro­
gram's opera tion  fo r an ad di tiona l year.

Neighborhood Reinvestment Corporation

The Ad ministr at ion  is  seeking $13.4 m il lio n  fo r the Neighborhood Re­
investment Co rpo rat ion , an increase over the $12 m il lio n  FY80 ap prop ria tio ns  
le ve l.  This independent agency fo ster s the development of  Neighborhood 
Housing Services programs, and funds oth er inn ovative  pa rtn ersh ip approaches 
to community and neighborhood re v it a liz a ti o n .

Comment

HUD's budget leve ls fo r subsid ized housing are substa ntia lly  increased 
over FY80 le ve ls , and the an tic ipated  leve l of  assistance fo r actua l housing 
un its  is  pro jec ted  at  a major inc rea se, up to 300,000 un its  from on ly 240,000 
estimated in FY80. While these increases are c r it ic a ll y  imp ortant  fo r c it ie s ,  
i t  should be noted th at they br ing  the housing budget up to leve ls  which are 
s t i l l  below those reached in FY79. While budget auth or ity  to ta ls  are way up, 
cost increases in the subsidy programs have meant th at the actual  numbers of  
un its  subsid ized  are less . HUD's minimal budget request in FY80 set back the 
Department's progress in meeting na tiona l housing needs very subs ta n tia lly ; 
the FY81 budget represents the minimum necessary to rees tabl ish momentum.
Also, the proposed leve ls of  in fl a ti o n  — 9.9 percent — and HUD's an tic ipat ed  
cost  savings could be inaccura te.  I f  the actual in fl a ti o n  ra te  in housing 
costs is  higher  than an tic ipated  in the  budget, the budget au th ori ty  requested 
w il l fina nce fewer un its . Local housing needs w il l again su ffe r.

HUD's comprehensive modernization  in it ia t iv e  to permit loca l housing 
auth ori ties and loc al governments to choose between new co ns tru ct ion and sub­
s ta n tia l re h ab il ita tion  fo r at  leas t a po rtion  of the new budget au th ori ty  
fo r pu bl ic  housing is  a welcome step. I t  should increase the at trac tiv en es s 
of  the pu bl ic housing program lo ca lly  and should also  co nt rib ute to br inging  
back in to  the housing stream cu rrent ly  vacant housing un its  which have become 
a b li g h t in many c it ie s .

The FY81 budget does not  conta in any new in it ia ti v e s  to help  loca l . 
governments cope wi th  the ri s in g  shortage of af fo rdab le  rental  housing fo r a ll  
income groups.
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HIGHLIGHTS OF SUBSIDIZED HOUSING PROGRAMS 
( d o l la r s  in  m i l l  i o n s )

FY79 FY80 FY81

U n it  R e s e rv a ti o n s  
S e c ti o n  8 and P u b li c  Housing 

flew C o n s tru c t io n :

S e c ti o n  8 I l l  ,69 2 89,5 05 114,7 00
P u b li c  H ousin g 50,2 33 31 ,172 35,9 00

T o t a l , New 161 ,925 12 0,6 77 150 ,5 00

S u b s ta n t ia l R e h a b il i t a t io n

S e c ti o n  3 33,3 46 25 ,693 23,3 00
P u b li c  H ousi ng <1,631 7,0 00 5,1 00

T o t a l , R eh a b i1 i t a t i o n 38,0 27 32,5 93 29,4 00

M odera te  R e h a b il i ta t io n 34,2 94 40,0 00 40,0 00

E x is t in g :

S e c ti o n  3 90,3 75 47,0 22 30,0 00
P u b li c  H ousi ng 45<i - - _

T o t a l , E x is t in g 90,3 29 47 ,022 . 30,0 00

T o ta l Ann ua l C o n t r ib u t io n s 325,0 75 240,3 92 300 ,COO

S e c ti o n  235 14 ,4 71 25,0 00 25,0 00

S e c ti o n  236 -3 5 1 ,50 0 —

T o ta l R e s e rv a ti o n s 33 9, 46 1 266,3 92 325,0 00

S e c ti o n  202  Loan  Com mitm en ts (n e t ) $815.3 $339 .0 3330.0

Number  o f  u n i t s  appro ve d 22,5 25 20,4 40 18, 300

A s s is te d  H ousi ng  S ta r ts

S e c ti o n  8 15 3,25 1 140,0 00 121 ,000
P u b li c  H ousin g 21 ,868 40 ,00 0 55,0 00
S u b to ta l 175,1 19 130,0 00 176 ,0C0
S e c ti o n  235 3 ,4 89 17,5 00 17,5 00
S e c ti o n  235 710 2 ,1 00 - -
T o ta l 184,3 13 199,5 00 193,5 00

S ou rc e : " U .S .  D epartm en t o f  H ou sing 
Ja nu a ry  2 5 , 19 50 .

and  Urban D evelo pm ent 3udget B r ie f in g ,
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PROBABLE IMPACTS OF REDUCTIONS IN FUNDING FOR THE COMMUNITY DEVELOPMENT BLOCK GRANT PROGRAM
A Survey Conducted by NLC, USCM and NCDA

The following comments represent a summary of responses to a survey conducted by the National League of Cities (NLC), the U.S Conference of Mayors CUSCM), and the National Community Development Association (NCDA) concerning the potential impact of budget cuts on the Community Development Block Grant Program (CDBG).
1. If the block grant entitlement program was cut by 10 percent across the board, how much funding would your community lose?

HUNTSVILLE, ALABAMA $210,000
MINNEAPOLIS , MINNESOTA $1,800,000
BOULDER, COLORADO $120,000
ALBEQUERQUE , NEW MEXICO $500,000
FALL RIVER, MASSACHUSETTS $338,000
HOLYOKE, MASSACHUSETTS $214,000
KNOXVILLE, TENNESSEE ' $402,700
METRO DADE COUNTY - FLORIDA $1,400,000

2. What would be the program impact of such a cut? What programs would have to be ended or cut back?
HUNTSVILLE, ALABAMA
-would probably cause the elimination of all public service activi­ties such as services for the elderly, local Head Start and youth services programs in Neighborhood Strategy Areas except Housinq Counseling
MINNEAPOLIS, MINNESOTA
-substantial reduction in housing and economic development projects
BOULDER, COLORADO
-would cut by 10 percent those projects related to housing either in land banking, modernization or rehabilitation
ALBEQUERQUE, NEW MEXICO
-a cut back in social services such as child day care, senior citizen services, juvenile delinquency programs and infrastructure maintenance such as street paving, water and sewer replacement and some housing rehabilitation
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FALL RIVER, MASSACHUSETTS

-w o u ld  c a u s e  th e  r e d u c t io n  o f  a nu m ber  o f  s u p p o r t i v e  s e r v i c e s  
i n c l u d i n g  c h i l d  c a r e ,  s e r v i c e s  f o r  t h e  e l d e r l y  and  th e  N e ig h ­
b o rh o o d  S t r a t e g y  A re a  w ould  b e  d r a m a t i c a l l y  r e d u c e d  o r  e l im in a t e d

HOLYOKE, MASSACHUSETTS

-w o u ld  h a v e  a d e v a s t a t i n g  r e s u l t  on  t h e  m a jo r i ty  o f  th e  c i t y ' s  
c a p i t a l  d e v e lo p m en t p ro g ra m s an d p u b l i c  s e r v i c e s  w ould  be  
a lm o s t  t o t a l l y  e l im in a t e d

KNOXVILLE, TENNESSEE

-w o u ld  c u t  c u r r e n t  p ro g ra m s i n  co d e  e n fo rc e m e n t  an d h o u s in g  
r e h a b i l i t a t i o n  an d d e la y  i n i t i a t i o n  o f  p la n n e d  p u b l i c  im p ro v e ­
m en ts

3 . Would th e  c u t  b a c k s  c a u s e  r e d u c t io n s  i n  p ro m is e d  s e r v i c e s  o r  
a c t i v i t i e s ?

4 . Would th e  c i t y  h av e  t o  u se  t a x  re v e n u e s  t o  p ic k  up th e s e  p ro g ra m s 
o r  w ou ld  th e y  be end ed ?

5 . How mu ch lo n g e r  w ould  th e  c o m p le ti o n  o f  p r o j e c t s  b e  e x te n d e d ?

HUNTSVILLE, ALABAMA

- c u t s  i n  p u b l i c  s e r v i c e s  w ould  r e s u l t  i n  th e  l o s s  o f  s e r v i c e s  f o r  
a p p r o x im a te ly  1 ,1 0 0  i n d i v i d u a l s ,  t h e  c i t y  w ould  l o s e  $ 3 7 9 ,0 0 0  o f  
f e d e r a l  fu n d s  u se d  by  th e  p u b l i c  s e r v i c e  p r o j e c t s ,  th e  c i t y  d o es  
n o t  h a v e  enough  t a x  re v e n u e s  t o  c o n t in u e  th e  p ro g ra m s , th e  p ro g ra m  
in . a l l  p r o b a b i l i t y  w ou ld  e n d (d a y  c a r e ,  e l d e r l y ,  r e c r e a t i o n a l  s e r -  
v i c e s l

MINNEAPOLIS, MINNESOTA

- a c t i v i t i e s  w ould  be  re d u c e d  r e q u i r i n g  t h e  r a i s i n g  o f  a d d i t i o n a l  
re v e n u e  th ro u g h  th e  r a i s i n g  o f  p r o p e r t y  t a x e s ,  e x te n d in g  c o m p le ti o  
o f  p r o j e c t s  3 -5  y e a r s

BOULDER, COLORADO

- s e r v i c e s  w ould  be  re d u c e d  w ith  som e p ro g ra m s e n d e d , m o st  p ro g ra m s 
c o u ld  n o t  b e  e x te n d e d  b e c a u s e  we a r e  d e a l i n g  w i th  im m e d ia te  n e e d s , 
e x te n s io n  w ou ld  s im p ly  i n c r e a s e  th e  am ount n e c e s s a r y  to  p ic k  up  
th e  p ro g ra m s i n  l a t e r  y e a r s

ALBEQUERQUE, NEW MEXICO

- r e d u c t i o n  i n  th e  3 - y e a r  p la n  f o r  s o c i a l  s e r v i c e s  b a s e d  on  c i t i z e n  
s u p p o r t  an d h o u s in g  r e h a b i l i t a t i o n
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FALL RIVE R, MASSACHUSETTS

- r e d u c t io n  i n  s o c i a l  s e r v i c e s ,  th e  c i t y  i s  i n  no  p o s i t i o n  to  
t o  r e l y  on  t a x  re v e n u e s  t o  c o n t in u e  t h e s e  a c t i v i t i e s  i f  CDBG 
fu n d in g  i s  s i g n i f i c a n t l y  re d u c e d , b e c a u s e  th e  c i t y  h a s  a 90% 
dr aw -d ow n r a t e ,  i t  i s  n o t  f e a s i b l e  t o  t h e  y e a r s  o f  th e  p r o ­
j e c t s  by  any  g r e a t  d e g re e

HOLYOKE, MASSACHUSETTS

-b e c a u s e  CD fu n d s  a r e  u se d  t o  l e v e r a g e  o t h e r  s t a t e  and  l o c a l  fu n d s , 
th e  r e a l  c o s t  o f  a 10 p e r c e n t  a c r o s s  th e  b o a rd  c u t  w ould  be  
e q u a l  t o  a $ 5 0 0 ,0 0 0 -$ 7 5 0 ,0 0 0  r e d u c t io n  i n  p ro g ra m  fu n d s , th e  
c i t y  w ould  be  u n a b le  to  m ee t lo n g  r a n g e  com m itm ents  ma de to  
n e ig h b o rh o o d  g ro u p s  an d c i v i c  o r g a n i z a t i o n s  t o  a d d r e s s  u r g e n t  
co m m un ity d e v e lo p m en t n e ed s

KNOXVILLE, TENNESSEE

- t h e  c i t y  w o u ld  p ro b a b ly  p ic k  up  a fe w  o f  th e  p u b l i c  im p ro v e m en ts , 
fu n d in g  th em  th ro u g h  f u t u r e  bond p ro g ram s o u t  o f  th e  g e n e r a l  
t a x  r e v e n u e s ,  h o u s in g  r e h a b i l i t a t i o n  p ro g ra m s w ould  h av e  to  be 
e l i m in a t e d ,  b e c a u s e  th e  c i t y ' s  p u b l i c  im pi ’ov em en ts  a r e  s c h e d u le d  
o v e r  a  t h r e e  y e a r  p e r io d ,  d e la y s  w ould  b e  c u m u la t iv e ,  a t h r e e  
y e a r ,  10 p e r c e n t  c u t  w ould  r e q u i r e  an  a d d i t i o n a l  tw o - f iv e  y e a r  
e x te n s io n  o f  th e  c u r r e n t  t h r e e  p la n

METRO DADE COUNTY— FLORIDA

- s e r v i c e s  and  p ro g ra m s w o u ld  be  re d u c e d  o r  t e r m in a t e d ,  th e  c i t y  
w ould  n o t  b e  a b le  t o  r e p l a c e  c u t s  i n  fu n d in g ,  c o m p le ti o n  o f  
p r o j e c t s  w ou ld  h av e  t o  be  e x te n d e d  a  y e a r  an d o ne  h a l f  an d 
c o s t s
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Mr. Boland. Thank you very much.
What you say is, of course, absolutely true. Without the assist ­

ance of the Federa l government the revital ization , not only of th e 
core city but also the  neighborhoods of these programs are vitally 
important to the economic survival of the communities.

One of the areas you mentioned was the Facade Grant Program. 
I presume those funds come out of the Community Development 
Block Grant  Program ; do they not?

Mr. Viveiros. Yes.
Mr. Boland. Are they made to private owners of buildings 

within the downtown area?
Mr. Viveiros. In this part icular case i t was made to the building.
Mr. Poulos. That is correct.
Mr. Boland. Who owns the building?
Mr. Viveiros. The building initially was owned by the Redevelop­

ment Authority and the  grant  was provided as incentive for propos­
als tha t went out to developers.

Mr. Boland. Why doesn’t the developer pay for the facade? F irst  
of all, let me say the Facade gran ts cause me a problem.

I presume the Facade gran ts under  the Community Development 
Gran t Program are made in many cities throughou t the United 
States. It occurs to me that this is a  par ticu lar expense that ought 
to be handled by the developer and not dip into the Community 
Block Grant  Program to pay for Facade grants. Because I thin k the 
developer would improve the building anyhow.

He is putting his money in there.  He wants to get a building that 
is going to be entombed with the development of the area  itself. I 
don’t know how much the City of Fall River has paid out of the 
Facade grants.

Do you have any idea?
Mr. Poulos. This is the  extent of it.
Mr. Boland. Is tha t the only one?
Mr. Poulos. Yes.
Mr. Boland. It disturbs me that we take  Community Block 

Gran t for Facade grants, when I thin k the money could be bett er 
used in other  areas under  the Community Development Block 
Gran t Program.

It is a problem that is common to all cities that use CDBG funds 
for Facade grants. I have considerable misgivings about gran ting 
moneys for Facade gran ts to developers who would, in any event, 
improve their building.

Mr. Viveiros. I genera lly agree with you in regard to your con­
cern. I can speak with regard to what  we experience in our down­
town area.

When I became Mayor, we had a downtown that was barren, 
without any buildings going up, nothing happening at all, and it 
was as a resul t of putting , utilizing the HUD programs to the 
maximum tha t it allowed for us to begin the  revitalization pro­
gram, and within a year know that the  downtown area  will truly 
be alive and well again and this Facade Grant was par t of that 
total package which allowed for th e development to come in.

In the past they had come in and they fell by the wayside so in 
this part icular case it really allowed Fall River to get the  central 
business distr ict booming again and revitalized.
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Mr. Boland. How much was the g rant?
Mr. Viveiros. It was $250,000.
Mr. Boland. That  is a lot of money, but when you look at the 

improvements tha t have been made in Fall River in the past. I 
drove through there  a year ago and it is a community tha t is 
exciting, the downtown area , and we want  to compliment you on 
your job.

Mr. Coughlin?
Mr. Coughlin. Thank you, Mr. Chairman.
I appreciate your very excellent statement. I guess I only have 

one concern, and tha t is in the  area of philosophy. It is one about 
which we have all got to thin k because it affects you down the 
road.

You indicated on the first  page of your writ ten statement tha t 
pains were taken to try and protec t the CBDG and UDAG pro­
grams, and they don’t yield high payouts in outlay reductions. One 
of the ways we got ourselves in the  pickle we are in is jus t this 
thing of having something we do this  year that  loads up the pro­
gram down the line.

We a re not only looking for outlay  reductions  this year, but we 
are looking for ways we won’t be g etting  ourselves into larger and 
larger commitment in the  out years, and unbalancing the budget 
again.

We are looking at  w hatever we can do to produce outlays for one 
year and loading it  up in the outgoing years.

Mr. Traxler. T hank you for your appearance.
Mr. Boland. Thank you very much.

Housing and Urban Development

WITNESSES

MARION P. SMITH, REPRESENTING CONSORTIUM CONCERNED WITH
THE DEVELOPMEN TALLY DISA BLED 

MS. MYRL WEINBERG, ASSISTANT DIRECTOR, GOVERNMENTAL AF­
FAIRS OFFICE

Mr. Boland. We tu rn to Marion P. Smith, Representat ive of the 
Consortium Concerned with the Developmentally Disabled.

We are  pleased to have you, and you a re accompanied by whom?
Mr. Smith. I am accompanied by Mrs. Myrl Weinberg.
Mr. Boland. We are  delighted to have you, and this is a  Consor­

tium and you have a number of concerns with the same problems.
We will put your stateme nt in total as you have given it to us.
Mr. Smith. It is a pleasure  to be here today.
Marion Smith is my name,  of Clearwater, Florida.
I am speaking in behal f of the agencies listed there in. I am the 

past national president  of the Association for Retarded  Citizens 
and currently as a volunteer I am the Chairm an of our Govern­
menta l Affairs Committee.

I am pleased to speak on behalf of the agencies listed who 
represent over 3,000 local agencies across the country serving de­
velopmentally disabled persons.



447

I will summarize some of th e key issues we want to bring before 
you.

I would like to mention to you in opening, Mr. Chairman, tha t 
many of you have read in the last few days of the disaster of 
Sunshine Skyway, the giant bridge over Tampa Bay, which was 
struck  by a freighter.

My wife and I drive over that bridge regularly  all durin g the 
year. We do tha t to drive the 145 miles necessary to visit the 
insti tution in which our severely retarded son is housed, and we 
must drive that distance because ther e are no facilities sufficient 
for severely and profoundly retarded persons on the West Coast of 
Florida.

It is with first hand knowledge of the  problem of insti tutions 
versus community residences t ha t I speak to you.

I would like to add tha t our organiza tion has a committee deal­
ing solely with residen tial and communi ty services, and in recogni­
tion of what is happening in America today, last year we combined 
two committees of our organization, the  Residential  Services Com­
mittee  and the Community Services Committee, because there is a 
coming together, a need for one to be supported by the  other.

Miss Charlotte Legume of Boston, Massachusetts, is the  Chair ­
man of this committee. We are extremely concerned over the 
action recently taken to rescind $5 million of the  $10 million from 
the Congregate Housing Services Program.

The organizations that I represen t are sensitive to the financial 
problem which our Nation and which the  Congress faces.

Par tial ly as a resu lt of t hat , Mr. Chairm an, we are not recom­
mending as noted in our testimony increases  in three of the five 
programs on which we are commenting today.

We feel that the  Section 8 Rent Subsidy program, the Communi­
ty Development Block Grant Program and the  Section 106 (b) seed 
money program may be sufficiently funded in the light of circum­stances today.

The two issues on which we wish to focus are the 202 Direct 
Loan Program and the Congregate Housing Services Program.

I thin k we all recognize tha t historically institutions have come 
to be the place to serve mentally retarded and othe r developmen- tally disabled people.

However, Mr. Chairman, I thin k all of us recognize also that  a 
change is taking  place in our society, and we point out that  this is 
a worldwide change, one which the  courts have emphasized in our 
country, and in Pennsylvania and othe r States  for admissions to insti tutions have been halted.

While I know in the country  we are not always happy with the 
actions of the Judic iary, we do see movements to the community as a result of judicial actions.

Here the fine concept clashes with reality,  because across our 
land community services are simply not available  to provide basic 
needs of menta lly disabled and othe r mentally developmentally handicapped, to o ther  facilities.

Last year  80,000 menta lly reta rded  people were in nursing 
homes. They are inappropria tely and over-expensively served. It 
has been demonstrated tha t the cost comparison, as noted in our 
testimony,  is a fact of life. I t is uneconomic, five times as much, to

63-2 77  0 - 8 0 - 2 9



448

serve a person under certa in programs in nursing homes as com­pared to apartments or group homes or community facilities.
We think tha t you would agree with us that this doesn’t make sense either in the short or long term, therefore, not to provide adequate funding for Congregate Housing Services, the necessary 

adjunct  to the roof and the shel ter in the community.
Now, on the 202 Program in fiscal year 1979 there were twice the 

number of applications as there were loan awards made available. 
It appears  tha t Congress is foresighted in laying out a program needed by the  country, a need not yet fulfilled.

We, therefore,  are recommending $900 million versus the $830 million tha t the Administration  has recommended for the 202 loan 
program to help meet some of these needs expressed in communi­ties around the country.

With regard to the Congregate Housing Services Program,  exist­ing community  services are  inadequate or inappropriate or else too 
expensive. Society has not provided enough money for food and shelter.

Medicaid funded facilities such as ICF, needed care facilities for many retarded are very expensive and inappropria te in many cases 
for persons who need to either stay in the community or must be moved to the community from institutions.

We, therefore,  Mr. Chairman, recommend tha t the amount au­
thorized in 1980, $25 million, be authorized in 1981 for the Congre­
gate Housing Program to give this essential match-up, basic serv­ices at a cost effective cost level to match up with the housing 
facilities provided.

I would like to point out in closing my verbal summary,  Mr. 
Chairman, tha t we feel that funds have not been sufficient in the 
past, because the program, the Congregate Housing Services Pro­
gram has been approached in a pilot project approach not intended by the Congress.

Public Law 95-557 stated  tha t Congregate Housing Coordinated with the delivery of supported services offers an innovative, proven 
and cost-effective means of enabling  temporarily disabled or handi­capped individuals to m ainta in the ir dignity and independence and 
avoid costly and unnecessary  institutionalization.

We, therefore , recommend the figures shown in our testimony, 
Mr. Chairman , of $25 million for the Congregate Housing Services Program.

[The statement follows:]
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CONSORTIUM CONCERNED WITH THE DEVELOPMENTALLY DISABLED 
HOUSING TASK FORCE

The  T ask  F o rc e  on  H o u sin g  o f  t h e  C o n so r ti u m  C o n c e rn e d  w i th  th e  
D e v e lo p m e n ta ll y  D is a b le d  (CCDD) i s  com pose d o f  t h e  f o l lo w in g  n a t i o n a l  
o r g a n i z a t i o n s  an d  r e p r e s e n t a t i v e s :

A s s o c ia t io n  f o r  R e ta rd e d  C i t i z e n s  
M yrl  W e in b e rg , A s s i s t a n t  D i r e c t o r  

G o v e rn m en ta l A f f a i r s  O f f i c e

E p i le p s y  F o u n d a t io n  o f  A m eri ca  
M e li n d a  H a t to n ,  A s s i s t a n t  D i r e c t o r  

G o v e rn m en ta l L ia i s o n  U n i t

A v o lu n ta r y  h e a l t h  a g e n c y  
r e p r e s e n t i n g  1 ,9 5 0  s t a t e  
an d  l o c a l  c h a p t e r s .

A v o l u n ta r y  h e a l t h  ag en c y  
r e p r e s e n t i n g  14 0 s t a t e  
an d  l o c a l  c h a p t e r s .

N a t io n a l  E a s t e r  S e a l  S o c ie ty  
R o b e r ta  Va n B eek , A s s i s t a n t  

D i r e c t o r  o f  G o v e rn m en ta l 
A f f a i r s

A v o lu n ta r y  h e a l t h  ag en c y  
r e p r e s e n t i n g  1 ,1 2 4  s t a t e  
an d  l o c a l  c h a p t e r s .

N a t io n a l  A s s o c i a t i o n  o f  P r i v a t e  
R e s i d e n t i a l  F a c i l i t i e s  f o r  t h e  
M e n ta l ly  R e ta rd e d
J o n i  F r i t z ,  E x e c u t iv e  D i r e c t o r

N a t io n a l  A s s o c i a t i o n  o f  S t a t e  
M e n ta l R e ta r d a t i o n  P ro gra m  
D i r e c t o r s
R o b e r t G e t t i n g s ,  E x e c u t iv e  

D i r e c t o r

N a t io n a l  S o c i e ty  f o r  A u s t i c  
C h i ld r e n
S a n d ra  W arr e n , C o o r d in a to r  f o r  

N a t io n a l  H e a l th  A f f a i r s

U n i te d  C e r e b r a l  P a ls y  
A s s o c i a t i o n s ,  I n c .
E . C la r k e  R o ss , D i r e c t o r

G o v e rn m en ta l A c t i v i t i e s  O f f i c e

An a s s o c i a t i o n  o f  p r o v i d e r s  
r e p r e s e n t i n g  467 r e s i d e n t i a l  
p r o g r a m s .

An a s s o c i a t i o n  o f  s t a t e  
g o v e rn m e n t d i r e c t o r s .

A v o l u n t a r y  h e a l t h  ag en c y  
r e p r e s e n t i n g  15 7 s t a t e  
a n d  l o c a l  c h a p t e r s .

A v o l u n t a r y  h e a l t h  ag en c y  
r e p r e s e n t i n g  27 0 s t a t e  
an d  l o c a l  c h a p t e r s .
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SUMMARY OF THE CONSORTIUM CONCERNED 
WITH THE DEVELOPMENTALLY D IS A BLED 'S  (CCDD) 

TASK FORCE ON HO US IN G'S RECOMMENDATIONS 
FOR FI SC AL  YEAR 1 981  AP PR OP RIAT IONS

P ro g ra m

S e c t i o n  202 D i r e c t  L o an  f o r  
E l d e r l y  a n d  H a n d ic a p p e d

C o n g r e g a t e  H o u s in g  S e r v i c e s

S e c t i o n  8 R e n t  S u b s id y

S e c t i o n  1 0 6 (b )  S e e d  M on ey

C om m unit y  D e v e lo p m e n t  B lo c k  G r a n t

R e c o m m e n d a ti o n  f o r  F i s c a l  
Y e a r  1 981  A p p r o p r i a t i o n s

( i n  m i l l i o n s )

$ 9 0 0 .

2 5 .

2 4 ,4 1 8 .

2 .2 5

3 ,8 0 5 .



451

The  T ask  F o rc e  on  H ou sin g  o f  t h e  C o n s o r ti u m  C o n c e rn ed  w i th  t h e

D e v e lo p m e n ta ll y  D is a b le d  (CCDD) i s  c o n c e rn e d  a b o u t  f u n d in g  l e v e l s  

f o r  a num ber  o f  h o u s in g  p ro g ra m s w h ic h  a s s i s t  p e o p le  who a r e  d i s ­

a b l e d .  Many o f  t h e  i n d i v i d u a l  m em be rs  w h ic h  make up  o u r  o r g a n i z a ­

t i o n s  h a v e  u t i l i z e d  (w it h  v a r y in g  d e g r e e s  o f  s u c c e s s )  t h e  S e c t i o n  8 

R e n ta l  A s s i s t a n c e  p ro g ra m , t h e  S e c t io n  20 2 D i r e c t  Loa n p ro g ra m , t h e  

C o n g re g a te  H o u sin g  S e r v ic e s  p ro g ra m , an d  t h e  Co mmun ity  D ev e lo p m en t 

B lo ck  G ra n t p ro g ra m  on  b e h a l f  o f  t h e i r  d i s a b l e d  c l i e n t s .

R e c o g n iz in g  C o n g re s s ' n eed  to  r e s p o n d  to  p u b l i c  r e q u e s t s  f o r  

r e s t r a i n t  in  f e d e r a l  s p e n d in g , t h e  CCDD H o u s in g  T ask  F o rc e  h a s  n o t  

re co m m en de d i n c r e a s e s  b ey o n d  th o s e  r e f l e c t e d  in  th e  P r e s i d e n t 's  b u d ­

g e t  r e q u e s t  f o r  t h e  S e c t io n  8 R e n t S u b s id y  p ro g ra m , t h e  Co mmun ity  De­

v e lo p m e n t B lo ck  G ra n t p ro g ra m  o r  t h e  S e c t io n  1 0 6 (b ) S ee d  Money  p r o ­

gra m . H ow ev er , we f e e l  s t r o n g l y  t h a t  f u r t h e r  i n c r e a s e s  a r e  n e c e s s a r y  

and  j u s t i f i a b l e  f o r  tw o p ro g ra m s -  t h e  S e c t i o n  20 2 D i r e c t  L oa n p ro g ra m

an d  th e  C o n g re g a te  H o u sin g  S e r v ic e s  p ro g ra m . B o th  o f  t h e s e  p ro g ra m s

a r e  t a r g e t e d  to w a rd  p r o v id in g  a p p r o p r i a t e  co m m uni ty  r e s i d e n c e s  w i th

c o r r e s p o n d in g  in -h o m e s e r v i c e s  f o r  e l d e r l y  an d  h a n d ic a p p e d  i n d i v i d u a l s  

The  p r e s s u r e  on  s t a t e s  t o  p r o v id e  a p p r o p r i a t e  co m m un ity l i v i n g  a r r a n g e

m en ts  f o r  t h e s e  tw o p o p u la t i o n s  i s  i n c r e a s i n g  d a i l y ,  an d  t o t a l  a p p l i ­

c a t i o n s  f o r  S e c t io n  20 2 lo a n s  and  C o n g re g a te  H o u s in g  S e r v i c e s  h a v e

f a r  e x c e e d e d  th e  a v a i l a b l e  r e s o u r c e s .

"T he  t h r u s t  t o  r e t u r n  m e n ta l ly  im p a ire d  p e r s o n s  fr om  i n s t i t u ­

t i o n s  t o  t h e i r  f a m ily  o r  co m m uni ty  i s  a w o r ld -w id e  p henom enon ."

* M e ll o d y , Ja m es  F . ,  an d  W h it e , J o s e p h  G.
"Sum ma ry o f  S e r v i c e  D e l iv e r y  A s se s sm e n t o f  B o a rd in g  H om es ,"
HEW S tu d y  f o r  HEW S e c r e t a r y  J o s e p h  A.  C a l i f a n o ,  J r .
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In  o u r  c o u n t r y , c o u r t s  a r e  m a n d a ti n g  t h a t  s t a t e s  s t o p  a d m is s io n s  to  

i n s t i t u t i o n s  and  move o r  r e t a i n  d i s a b l e d  i n d i v i d u a l s  in  t h e  co m m unit y .

Th e id e a  i s  t h a t  a c o n ti n u u m  o f  c a r e  s h o u ld  b e  a v a i l a b l e  so  t h a t

e a c h  d i s a b le d  i n d i v i d u a l  ca n  b e  s e rv e d  in  t h e  l e a s t  r e s t r i c t i v e  s e t ­

t i n g  w h ic h  w i l l  a l lo w  h im /h e r  to  m ax im iz e  s k i l l s  f o r  s e l f - s u f f i c i ­

e n t ,  in d e p e n d e n t  l i v i n g .  Su ch  an  a p p ro a c h  i s  t h e  m ost  c o s t  b e n e ­

f i c i a l  in  e v e ry  s e n s e  o f  th e  te rm .

Th e r e a l i t y  i s  t h a t  th e  d e v e lo p m e n t o f  a p p r o p r i a t e  co m m un ity 

r e s id e n c e s  h a s  n o t  k e p t  p a c e  w ith  t h e  m ov em en t o f  p e r s o n s  fr om  i n s t i ­

t u t i o n s  t o  c o m m u n it ie s . C o n s e q u e n t ly , d i s a b l e d  an d  e l d e r l y  p e o p le  

w ho se  s e r v i c e  n e e d s  a r e  n o t  p r i m a r i l y  m e d ic a l  in  n a tu r e  h a v e  b een  

•dum ped i n t o  n u r s in g  ho m es  an d  o t h e r  t o t a l l y  i n a p p r o p r i a t e  f a c i l i t i e s .  

In  1977 , U .S . D e p a r tm e n t o f  H e a l th ,  E d u c a t io n  an d  W e lf a re  s t a t i s ­

t i c s  sh ow ed  t h a t  8 0 ,0 0 0  r e s i d e n t s  o f  n u r s in g  ho m es  w ere  d ia g n o s e d  a s  

m e n ta l ly  r e t a r d e d .  (DHEW P u b l i c a t i o n  No . PHS 7 9 -1 7 9 4 .)  The  c o s t  

o f  p la c e m e n t in  a  n u r s in g  home  i s  o f t e n  f i v e  to  f i v e  an d  a h a l f  

t im e s  th e  am ount r e q u i r e d  f o r  p la c e m e n t  in  a  co m m un ity home  o r  a p a r t ­

m e n t.  I n  a d d i t i o n ,  a p p r o p r i a t e  d e v e lo p m e n ta l  s e r v i c e s  f o r  n o n - e l d e r l y

d i s a b le d  p e r s o n s  a r e  a lm o s t n o n - e x i s t e n t  in  n u r s in g  hom es .

To d a t e ,  p u b l i c  fu n d in g  f o r  t h e  " s y s te m "  o f  c a r e  f o r  d i s a b le d  

p e o p le  in  th e  U n it e d  S t a t e s  h a s  f o c u s s e d  p r i m a r i l y  on  i n s i t u t i o n a l  

s e t t i n g s .  B e cau se  o f  t h i s ,  co m m u n it y -b a se d  r e s id e n c e s  an d  s e r v i c e s  

h a v e  b e e n  s e r i o u s l y  u n d e r - fu n d e d  an d  t h e r e f o r e  u n d e r -d e v e lo p e d .

P ro g ra m s su c h  a s  th e  D e p a r tm e n t o f  H o u sin g  an d  U rb an  D e v e lo p m e n t' s
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S e c t io n  20 2 D i r e c t  Loa n an d  C o n g re g a te  H o u s in g  S e r v i c e s  p ro g ra m s

can  p r o v id e  t h e  b a s i s  f o r  a m or e a p p r o p r i a t e ,  l e s s - e x p e n s i v e  s y s te m  

o f  r e s i d e n t i a l  l i v i n g  a r ra n g e m e n ts  f o r  t h e  e l d e r l y  an d  d i s a b l e d  in  

A m e ric a . To  e s t a b l i s h  su c h  a sy s te m  w i l l  r e q u i r e  a g ro w in g  co m m it ­

m en t by  C o n g re s s  to  t h e s e  p ro g ra m s . W it h o u t t h e  n e c e s s a r y  co m m it ­

m en t,  h o u s in g  an d  s e r v i c e s  d o l l a r s  f o r  co m m uni ty  r e s i d e n c e s  w i l l  co n ­

t i n u e  t o  b e  i n a d e q u a te , and  d i s a b l e d  p e r s o n s  w i l l  c o n t in u e  t o  be

s e rv e d  in  i n a p p r o p r i a t e ,  e x p e n s iv e  i n s t i t u t i o n s  and  n u r s in g  hom es.

The  num ber  o f  a p p l i c a t i o n s  f o r  S e c t io n  20 2 lo a n s  f o r  h o u s in g

f o r  n o n - e l d e r l y  h a n d ic a p p e d  p e o p le  h a s  gr ow n s t e a d i l y  o v e r  th e  l a s t  

f o u r  y e a r s .  In  a d d i t i o n ,  th e  a p p l i c a t i o n s  f o r  n o n - e l d e r l y  h a n d i ­

cap p ed  p e r s o n s  r e p r e s e n t  a h i g h e r  p r o p o r t i o n  o f  t h e  t o t a l  S e c t io n

20 2 a p p l i c a t i o n s  e a c h  y e a r .  The  p e r c e n ta g e  o f  a p p l i c a t i o n s  f o r  n o n -

e l d e r l y  h o u s in g  co m pare d  t o  t o t a l  a p p l i c a t i o n s  h a s  i n c r e a s e d  fr om

5% in  f i s c a l  y e a r  19 77  t o  2076 in  f i s c a l  y e a r  19 78  to  26% in  f i s c a l

y e a r  1979 . The  t o t a l  nu m ber  o f  a p p l i c a t i o n s  f o r  S e c t io n  20 2 lo a n s

f a r  e x c e e d s  th e  a v a i l a b l e  r e s o u r c e s .  In  f a c t ,  in  f i s c a l  y e a r  19 79

th e  nu m be r o f  a p p l i c a n t s  was  m or e th a n  d o u b le  th e  nu m be r e v e n t u a l l y

g r a n t e d  l o a n s ,  i . e .  745 a p p l i c a n t s  an d  35 0 lo a n  a w a rd s .

G iv en  th e  in c r e a s e d  de man d f o r  S e c t io n  20 2 p r o j e c t s ,  t h e  t r e ­

m en do us  g ro w th  in  a p p l i c a t i o n s  f o r  t h e  n o n - e l d e r l y  h a n d ic a p p e d , th e  

n eed  t o  r e s t r a i n  f e d e r a l  s p e n d in g  and  an  a u t h r o i z a t i o n  l e v e l  o f  $9 50  

m i l l i o n ,  t h e  CCDD T ask  F o rc e  on  H o u s in g  re co m m en ds  a f i s c a l  y e a r  

19 81  a p p r o p r i a t i o n  o f  $9 00 m i l l i o n  f o r  t h e  S e c t io n  202 p ro g ra m .
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In  t h e  s p r in g  and  f a l l  o f  1970 , t h e  H o u s in g  T ask  F o rc e  t e s t i ­

f i e d  on  t h e  o v e rw h e lm in g  n e e d  f o r  t h e  C o n g re g a te  H ou sin g  S e r v ic e s

p ro g ra m . T h a t n eed  h a s  n o t  d im in is h e d . I t  h a s ,  in  f a c t ,  be co me 

even  mor e p r e s s i n g  a s  i n f l a t i o n  an d  s p e n d in g  c e i l i n g s  c u t  i n t o

a v a i l a b l e  fu n d in g  f o r  s e r v i c e s .

E x i s t i n g  p ro g ra m s a d m in i s te r e d  by  t h e  D e p a r tm e n t o f  H e a l th  an d

Human S e r v i c e s ,  su c h  a s  T i t l e  XX S o c i a l  S e r v i c e s ,  a r e  s e v e r e ly  l i m i t ­

ed  ( a t  t im e s  s u f f e r i n g  c u tb a c k s )  an d  o f t e n  n o t  a v a i l a b l e  to  p e o p le  

who r e q u i r e  r e s i d e n t i a l  s e r v i c e s .  S u p p le m e n ta l S e c u r i t y  In co m e 

(S SI)  i s  in a d e q u a te  t o  ev en  m eet t h e  n e e d  f o r  fo o d  and  s h e l t e r ,  f o r  

w h ic h  i t  i s  in te n d e d .  M e d ic a id  i s  p r i m a r i l y  u t i l i z e d  f o r  r e s i d e n t s  

o f  in t e r m e d ia t e  c a r e  f a c i l i t i e s  f o r  th e  m e n ta l ly  r e t a r d e d  (I C F/M R 's ) 

who r e q u i r e  i n t e n s i v e  m e d ic a l o r  d e v e lo p m e n ta l p ro g ra m m in g . Home 

h e a l t h  s e r v i c e s  u n d e r  M e d ic a re  and  M e d ic a id  h a v e  e l i g i b i l i t y  r e q u i r e ­

m en ts  t h a t  s t r i c t l y  l i m i t  t h e i r  u s e .  In  a d d i t i o n ,  d i s a b le d  i n d i v i d ­

u a l s  a r e  n o t  e l i g i b l e  f o r  many p ro g ra m s su c h  a s  "M ea ls  On W hee ls " 

w h ic h  a r e  s p e c i f i c a l l y  f o r  e l d e r l y  p e r s o n s .  S t a f f  t r a i n i n g  fu n d s , 

a v a i l a b l e  th ro u g h  th e  C o m p re h en siv e  Em pl oy m en t an d  T r a in in g  A c t 

(CETA) , a r e  l i m i t e d  and  a r e  b e in g  r e d u c e d .

C o n g re ss  i t s e l f  h a s  d e c la r e d  t h a t  t h e  C o n g re g a te  H ou sin g  S e rv ­

i c e s  p ro g ra m  " o f f e r s  an  i n n o v a t iv e ,  p ro v e n  an d  c o s t - e f f e c t i v e  m e a n s . . .  

to  m a in ta in in g  d i g n i t y  and  in d e p e n d e n c e  w h i le  a v o id in g  i n s t i t u t i o n ­

a l i z a t i o n .  1 W it h o u t th e  C o n g re g a te  H o u sin g  S e r v ic e s  p ro g ra m , th e  

i n s e p a r a b l e  l i n k  b e tw een  s h e l t e r  and  s e r v i c e s  w i l l  c o n t in u e  t o  b e
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a  p ro g ra m m a ti c  o b j e c t i v e  r e c o g n iz e d  by  a l l  a s  d e s i r a b l e  b u t  w h ic h

re m a in s  i l l u s i v e  and  u n f u l f i l l e d  f o r  man y.

J u s t  f i v e  h o u s in g  p r o j e c t s  f o r  p e o p le  who a r e  d i s a b l e d  h a v e

b e e n  g iv e n  th e  o p p o r tu n i ty  t o  a c c e s s  some  o f  t h e  $1 0 m i l l i o n  ma de

a v a i l a b l e  f o r  C o n g re g a te  H ousi ng  S e r v i c e s  in  1979 . T h re e  o f  t h e s e

a r e  r e p r e s e n t e d  by  th e  a s s o c i a t i o n s  w h ic h  c o m p r is e  t h e  CCDD T ask

F o rc e  on  H o u s in g : Th e Lam bs , I n c .  in  L i b e r t y v i l l e ,  I l l i n o i s ,  t h e  

S t .  M a ry 's  A s s o c i a t i o n  f o r  R e ta rd e d  C i t i z e n s  in  L e o n a rd to w n , M ar y­

la n d  an d RENEW, I n c .  in  S h e r id a n , W yo ming. W it h o u t t h i s  f u n d in g , 

e a c h  o f  t h e s e  a g e n c ie s  h a s  e x p r e s s e d  c o n c e rn  a b o u t  t h e i r  a b i l i t y  t o  

p ro v id e  r e s i d e n t s  w i th  an  a d e q u a te  l e v e l  o f  s e r v i c e s .

A 19 77  C o n g r e s s io n a l  B u d g e t O f f i c e  s t u d y ,  L ong-T er m  C a re  f o r  th e

E ld e r ly  and  D is a b l e d , h a s  e s t im a te d  t h a t  t h e r e  a r e  b e tw e e n  1 .3  and

1 .7  m i l l i o n  c h r o n i c a l l y  d i s a b le d  p e r s o n s  in  n e e d  o f  c o n g r e g a te  h o u s ­

in g  s e r v i c e s .  Th e S o c ia l  S e c u r i t y  A d m in i s t r a t i o n  h a s  p r o j e c t e d  t h a t  

t h e  a n n u a l c o s t  o f  m a in ta in in g  an  i n d i v i d u a l  in  a n u r s in g  home  i s  

5 .5  t im e s  g r e a t e r  th a n  th e  c o s t  o f  p r o v id in g  s o c i a l  s e r v i c e s  w i th in  

c o n g re g a te  h o u s in g .  I f  C o n g re g a te  H o u sin g  S e r v i c e s  m o n ie s w ere  made 

a v a i l a b l e  to  p e o p le  in  a l l  HUD- a s s i s t e d  h o u s in g , th e  o v e r a l l  s a v ­

in g s  t o  g o v e rn m en t w ould  p r o b a b ly  b e  c o n s i d e r a b l e ,  t h e  en h an ce m e n t 

t o  huma n l i f e  i n e s t i m a b l e .

Th e CCDD T ask  F o rc e  on H o u sin g  i s  re co m m en din g  t h a t  C o n g re s s  

a u t h o r i z e  $2 5 m i l l i o n  f o r  C o n g re g a te  H o u sin g  S e r v ic e s  in  1981 , th e  

sa me am ount t h a t  was  a u th o r i z e d  in  1980 . The  momentum o f  t h e s e  f i r s t

tw o y e a r s  o f  im p le m e n ta ti o n  m u st  b e  c o n t in u e d  so  t h a t  th e  e f f i c a c y  

o f  t h e  p ro g ra m  can  b e  m or e c l e a r l y  d e m o n s tr a te d . Th e C o n g re g a te  

H o u sin g  S e r v i c e s  p ro g ra m  w i l l  e n a b le  HUD t o  p ro v e  t h a t  t y in g  s e r v ­

i c e s  mo ney  t o  h o u s in g  i s  n o t  o n ly  m or e e f f e c t i v e ,  b u t  a m or e ec on om ­

i c a l  m et hod  f o r  p r o v id in g  d i s a b l e d  i n d i v i d u a l s  an  a p p r o p r i a t e  l i v i n g

a r ra n g e m e n t .
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Mr. Boland. All right. Thank you very much, Mr. Smith.
We apprec iate the views of t he Consortium concerned with the 

developmentally  disabled.
Mr. Coughlin?
Mr. Coughlin. I want to join in commending you on your tes ti­

mony. I certain ly tend to agree with you on the Section 202 pro­
gram.

Historically, this committee has had some difficulty with the 
Congregate Housing Section of the  program, not in the belief tha t 
the services are not necessary, but having HUD deliver the kinds 
of services tha t are really the function of the Department of 
Health, Education and Welfare.

I want to call tha t to your atten tion. It is not wanting to elimi­
nate the services, but believing the Department of Housing, Urban 
Development is not the appropriate  vehicle for admin istering those 
services. *

Mr. Smith. May I comment on alte rnate funding sources in 
response to that?

There are three other potential Federal choices for funding, for 
example, Daily Living Skills, Training. These are the Title XX 
Social Services; also th e Vocational-Rehabilita tion and Comprehen­
sive Services for Independent Living.

The Title XX Program has operated  under  a ceiling for several 
years with very new funds for new programs, and was cut back 
$200 million in fiscal 1980.

The Vocational-Rehabilitation Program  is limited to people who 
have limited capability and the Independent Living Program was 
only a $15 million program and it has been limited to non-residen- 
tial, so our consti tuents  are  having grea t difficulty finding the 
Federal funding stream  adequate to support the services tha t we 
are advocating here.

Mr. Boland. Mr. Traxler?
Mr. Traxler. I would like to thank Mr. Smith for his appear­

ance.
Mrs. Boggs. I was interested  in an elderly housing concept in­

volving un its for the elderly in the  upper levels and a downstairs 
commercial level. I know that  th ere  has been such a proposal made 
in my own area  to include t rain ing  and job opportunities which can 
be offered to the people living in those elderly units.

It is in tended tha t the  commercial establishments on the ground 
level can probably compensate for some of the  lack t ha t you find in 
services, and that you feel must  be addressed by the Congregate 
Services Program.

Mr. Smith. Baton Rouge has told me some of the programs in 
tha t city. For family reasons, we have been searching nursing  
homes in Baton Rouge recently.

I think there are innovative approaches  available in the various 
States, and the several organizations tha t we represent often band 
together to try to provide such combination of services, Mrs. Boggs.

Ms. Weinberg. I would like to respond also to both of you.
A couple of things  tha t we found is that while there  may be some 

service dollars, they are often times very elderly oriented. In other 
words, many of these places will use Medicare or Medicaid type
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services which are really not applicable for non-elderly disabled 
persons.

There are  prior hospitalization requirements, numbers of visits. 
They have a limitatio n, so that if you are a handicap ped person 
who needs someone to drop in in the morning  and afternoo n, you 
have used up two of your visits.

Many of those things are not, therefore, approp riate. The one 
thing  we found with using HEW, and I certainly unde rstan d the 
argument about HEW being the more appropria te departm ent to 
fund these services, is tha t we have tried  that recourse for years 
and years of ma tching up the two, and we a re not able, because of 
the way the  programs are struc ture d in HEW, to get the  kind of 
package deal th at  you can get with Congregate Housing Services 
that are tied to t he housing dollars.

We have many homes that cannot get off the  ground because of 
tryin g to go down the HEW funding stream s, and those programs 
you have to pull a little  bit from one, and you cannot get mul ti­
year commitments. That  is one of the  major problems we have.

What Congress is tryin g to do and what we feel sure  will be 
shown by this program is tha t if you can avoid all the adm inis tra­
tive bureaucracy and the costs involved in putt ing together this 
multiple  package and trying  constantly to secure year afte r year 
this funding by having the services dollars tied to the  housing 
dollars, it will be a much b ette r way to go.

Mr. Boland. Mr. Sabo? »
Mr. Sabo. Than k you, Mr. Chairman.
Let me follow up what  Mr. Coughlin was talking about earlier .
I happen to be a strong advocate of Title XX. I think  it is one of 

the bet ter programs around, but I am frus trat ed by the  fact that 
all of the groups tha t should have some vested inte rest  in Title III 
funding appe ar to be grossly ineffective aroun d here. Consequently, 
the limit stays on, and what  happens is every group comes along 
supporting the ir favorite small categorical program to take  care of 
one pa rtic ular  problem.

I thin k that heads us back in the direction, and creat es all the 
problems that Title XX was designed to avoid. For the life of me, I 
don’t unde rstand why all organized groups that spend incredible 
amounts of energy seeking hosts of small categoricals aroun d here 
tha t fit within the overview of Title XX don’t get toget her and 
have a more concentra ted effort to get some decent funding for 
Title XX.

It seems to me we have senseless policy directions and it is our 
fault  and it is the Adm inistr ation ’s fault, but all the organized 
interest groups should be able to get togeth er and put some pres­
sure on both the Administration and Congress.

Mr. Smith. My feeling, sir, if I may comment, we feel we have 
broken our pick on Title XX.

Ms. Weinberg. I agree with you completely. We all agree with 
you completely. We have worked year  afte r year and been defeated 
year afte r year on this Title XX business. We feel it is the  best 
program.

Mr. Smith. Absolutely.
Ms. Weinberg. We have gone the route of working with mul ti­

ple, multiple organizations. We have  worked very closely with  sta te
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governors, with mayors, with the League of Cities, and everybody 
joined forces year afte r year and have been unable to make any 
impact.

Mr. Sabo. When do you s tar t working? You should be working on 
the 1982 budget now.

Mr. Smith. It is year round, sir.
Mr. Sabo. My sense, my observation here is tha t groups sta rt 

working on trying to mold budget inpu t about a year after  they 
should start.

Ms. Weinberg. There is a  strong feeling in the Senate that this 
program is not well documented, that there are a lot of welfare 
loafers on this program, and it is very difficult to get past tha t 
part icular committee, and that par ticu lar atti tude to get any in­
creases in Title XX, and believe me, we have tried year afte r year 
and we are  being forced into the position to go for other programs. 
Some of them, I believe, like congregate housing, a re a very viable 
option to fill certa in gaps. We have, for w hat other  reasons I don’t 
know, not been very effective in all of our work trying to get Title 
XX increase.

Mr. Sabo. So that  results in a pile of categoricals, and we are 
jus t going to waste incredible amounts of money in the future on 
little  categoricals.

Mr. Smith. We hope that the warm th of our  response indicates 
we have fought for Title XX, sir, and we accept fully the spiri t of 
your comments.

Mr. Boland. Thank you very much. Thank you, Mr. Smith, for 
your presence here.

Neighborhood Reinvestment Corporation

WITNESSES

CLAUDE BANKS. PRESIDENT. HOUGH AREA DEVELOPMENT CORP..
CLEVELAND, OHIO. REPRESENTING THE NATIONAL CONGRESS FOR
COMMUNITY ECONOMIC DEVELOPMENT (NCCED).

MICHAEL GONDEK, EXECUTIVE DIRECTOR, NEIGHBORHOOD DEVELOP­
MENT CORP. OF JAMAICA PLAIN, BOSTON, MASS., NCCED

Mr. Boland. We welcome Mr. Gondek and Mr. Banks, represen t­
ing the National Congress for Community Economic Development. 
Tha t is a new organization, I take  it. When did you organize it, 
yesterday? I never heard of it before.

Mr. Banks. It goes back to 1971.
Mr. Boland. We a re delighted to have you here. You speak for 

tha t organization and you are concerned with funding particularly 
with respect to the  neighborhood self-help development program. 
Why don’t you go ahead and handle  your state men t and your 
presen tation  in any way you want.

Mr. Banks. Mr. Chairman and Members of the  Committee, I am 
Mr. Banks. I would like to beg your indulgence with my laryngitis.

Mr. Boland. Tha t is all right, we get that too. Most members of 
Congress, I wish they had it more often.

Mr. Banks. We would like to thank you for the opportunity to 
testify this morning about the Neighborhood Self-Help Develop-
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ment Program. My name is Claude Banks and I am the President of the Hough Area Development Corporation, a community-based development organization in Cleveland. With me today is Michael Gondek, Executive Director of the Neighborhood Development Cor­poration of Jama ica Plain, a community-based development organi­zation in Boston.
We represen t the National Congress for Community Economic Development (NCCED), which is the national  membership organi­zation of groups such as ours. NCCED’s membership includes com­munity-based development organizations throughout the country, in both urban and rura l areas. These organizations develop, reha ­bilita te and manage housing and commercial facilities, operate employment training  programs, provide technical and financial as­sistance to small businesses, s trengthen the physical infrastructure needed for economic development and organize cooperative associ­ations, among other activities.
Community-based organizations are often the only developers active in our communities. Too often, private  developers bypass our low-income communities for more profitable and less risky invest­ments elsewhere. In response to this problem, residents in our communities have formed the ir own organizations to create jobs, improve housing, provide shopping facilities and otherwise make our communities bett er places to live.
Our community-based organizations have shown tha t it is possi­ble to invest successsfully in low-income communities. These orga­nizations succeed for a variety  of reasons.
They are committed to and are accountable to thei r communi­ties, and in return  enjoy community support.
They have the capacity to identify and implement projects as par t of an overall development strategy.
They have the ability to coordinate complementary activities— such as housing and employment tra ining—within a single project.They reinvest project revenues back into the ir communities.They combine both private  and public investments to benefit our communities.
The Neighborhood Self-Help Development Program is probably the single most promising new public investment program for our organizations that Congress has started  in the last decade. The attra ctions of the program are numerous.
The program responds directly to the most important needs of a community. The program relies entirely on local initiative. Groups must demonstrate direct accountability to the ir community, and must demonstrate community involvement in all phases of project development. Local government must certify tha t the project sup­ports and is consisten t with its own objectives.
The program requires that projects directly benefit low-income and moderate-income community residents.
The program is flexible enough to address a wide varie ty of needs. Housing, community development and economic develop­ment projects are all eligible for funding. HUD has taken special care to ensure tha t the program can meet rural needs. This flexi­bility is essentia l if local prior ities are to be truly addressed.NSHD is a development program. The program focuses on activi­ties tha t lead directly to community  revitalization. Social services
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and public works are not eligible activities unless directly tied to a 
specific project.

The program efficiently stimulates development. NSHD gran ts 
are relatively small—they average about $120,000—but they are 
designed to link with other  investment from both other public and 
private sources. Such public/private /com munity partnerships are 
an important part of President Carte r’s urban  and rural develop­
ment policies.

Because of all these reasons, the first round of funding attra cted  
an extraordin ary 720 applications for project support from organi­
zations all around the nation—more tha n ten times the number 
HUD could find.

The applications asked for over $100 million in NSHD funding. 
This response is extrao rdinary, and indicates the degree of local 
initiative within communities throu ghou t the country. This 
demand is especially remarkable  considering the newness of the 
program. Our experience in community-based development indi­
cates clearly that as the program becomes better established, the 
number of strong proposals can oniy increase.

The projects HUD has selected in its first  funding round are also 
impressive. The 70 projects would use $8,608,458 of NHSD funds, 
an average of $123,000 per project. The projects would leverage 
additional investment of $135,296,213, which is 16 times the NSHD 
level.

In this perspective, we urgently request funding for th is program 
at the fully authorized level of $10 million. Even this figure is $5 
million, or one-third below th e $15 million available to th e program 
this year. This reduction will not appreciably contribute to balanc­
ing the budget, but it will reduce a young program that is al ready 
demonstrating some of its grea t potential.

Balancing the budget is largely a macro-economic issue with 
important implications for small  programs. We believe tha t budget 
cuts, if they are necessary, should be distributed equitably among 
programs. We urge this committee to consider the relative capacity 
of various programs to absorb reductions without serious damage. 
We also urge this committee to consider the timing of various 
program reductions, given the state of the economy.

The Neighborhood Self-Help Development Program must  a lready 
reduce its activities by one-third because only $10 million is au thor­
ized for it. Even a small additional reduction in terms of dollars 
would seriously reduce the scope of th e program. We urge that  if 
additional cuts must be made, that  larger programs could better 
absorb the reductions than NSHD. The same absolute reduction 
would be a sm aller share  of a large r program.

I th ank  you for the opportunity to present this, and I would like 
for Mr. Gondek to talk about specific applications of the program.

Mr. Boland. If he does it rapidly, we will permi t Mr. Gondek to 
talk  about it.

Mr. Gondek. I will briefly ou tline the project which my neighbor­
hood applied for and received Neighborhood Self-Help Development 
funds. Jamaica  Plain is a neighborhood about five miles from 
downtown Boston, a racially mixed neighborhood which, over the 
past 10 or 15 years, has had some very adverse impacts due to the 
scheduled construction of a new expressway through the neighbor-
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hood. The land was cleared, housing demolished, and residents 
displaced, to build the new highway, which was even tually  halted. 
In its place, rap id transportation  plans were developed and are now 
being implemented to build a new mass tra ns it system throu gh 
tha t area  and hook it up w ith downtown in a much more efficient, 
we think , transportation plan.

The fallout in the neighborhood, though, was substan tial  and is 
the issue which we are trying to address through our development 
strategy, which is to redevelop the vacan t land which was u rgently 
cleared for the highway to benefit low- and moderate-income resi­
dents in our neighborhood through job creation.

The project for which we applied for funding involved the use of 
former indus trial property, its upgrading and tenant ing by small 
industrial  firms to provide approximately  350 new jobs within  the 
community. Within that large r context of a local initiat ive effort, I 
was in a nonprofit development corporat ion overseen by a board of 
directors of local a rea residents. We feel this project is a  very good 
use of a small amount of Neighborhood Self-Help Development 
money to fund professional ski lls that  can bootstrap  t ha t part icular 
project into one which will create many new opportunities for local 
residents. I think it is tha t kind of local initia tive and spir it which 
we think the program has been very successful in.

I would also point out jus t that the  program has become oper­
ational very quickly and I thin k has in a very unprecedented 
fashion been able to solicit and respond to a number of very legiti­
mate project needs across the  country, and get off the ground in 
about seven months, which is very admirable administrative  work 
within HUD.

Thank you.
Mr. Boland. I think one of the  important points that  Mr. Banks 

raised is that the average is $120,000 per project and 70 projects 
would use $8,608,000 of NSHD funds. Tha t would leverage an addi­
tional -$135,296,000, which is 16 times higher tha n the Neighbor­
hood Self-Help Development level.

Mr. Coughlin?
Mr. Coughlin. Thank you very much.
I am delighted to hear from you. I had not heard of your organi­

zation before, either.  I am pleased to have you here. I have one 
question. Do you use any funding from the Neighborhood Reinvest­
ment Corporation? Do you t ie into that?

Mr. Gondek. Anothe r organizat ion in my neighborhood used it 
when it was the Urban Reinvestment Task Force, innovating 
homeowner counseling and vacant housing renovation program. 
We don’t curren tly fund other projects in our neighborhood, b ut we 
have had a very successful program which is now in the  city of 
Boston homesteading program.

Mr. Coughlin. Is th at a good program?
Mr. Gondek. It is, to my knowledge.
Mr. Coughlin. Does that  accomplish some of the  same things  

that this program accomplishes? What is the  difference?
Mr. Gondek. The difference, as I understand it—and I am not an 

exper t on Neighborhood Reinvestment  Corpora tion—is that  the 
primary program the NRC operates is the Neighborhood Housing 
Services program, which provides assistance to homeowners in
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doing small-scale housing rehabilitation  on individual residences. 
My sense is t ha t the primary thr us t of the  Neighborhood Self-Help 
Development program is to fund larger-scale development projects 
involving, say, a block of buildings or several blocks of vacant land 
and/o r bus iness development.

The Neighborhood Reinvestment Corporation is oriented simply 
to housing, and Neighborhood Self-Help Development supports a 
broader area  of activi ty including commercial and economic devel­
opment activities, which I t hink the othe r did not address.

Mr. Coughlin. Thank you, Mr. Chairman.
Mr. Boland. Mr. Traxler?
Mr. Traxler. No questions.
Mrs. Boggs. I know about this  organization because when we 

were trying to fold the categorical programs into the community 
development block programs, Par ren  Mitchell heard from them 
about economic development in the CD program. We are very 
grateful for the  input  you have provided for th e authorizing legisla­
tion.

Mr. Banks. T hank you.
Mr. Boland. Thank  you very much. We appreciate  your testimo­

ny.

Department of Housing and Urban Development

WITNESS

THOMAS WHITE. EXECUTIVE VICE PRESIDE NT, COUNCIL OF STATE
HOUSING AGENCIES

Mr. Boland. Mr. Thomas White, representing the Council of 
State Housing Agencies.

We unders tand that you are connected with the Michigan State 
Housing Development Authority and Treasurer of the Council of 
State  Housing Agencies. Do you have any money in the treasury?

Mr. White. No, sir. However, Mr. Helmbrecht from Michigan 
was going to give the testimony.

Mr. Boland. You are Tom White?
Mr. White. Yes, formerly from Michigan.
Mr. Boland. Who are you with?
Mr. White. I am the Executive Vice President.
Mr. Boland. From where?
Mr. White. Of the Council of S tate Housing Agencies.
Mr. Traxler. Mr. Chairman, we shouldn’t go any furth er. This is 

going to cost th is country  a grea t deal of money. Tom and I served 
together.

Mr. Boland. Let’s call the next witness, then.
Mr. Traxler. Tom and I served together in the Michigan State  

Legislature.  He was inst rumenta l and one of the prime sponsors of 
our state housing auth ority law and, having created the  agency, 
eventually went over and went to work for them, and he has 
applied his housing knowledge well and he has now, along with 
Helmbrecht, I see, put together a national association called the 
Council of S tate Housing Agencies.

You are the Executive Director of that?
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Mr. White. Yes.
Mr. Traxler. Congratulations.
Mr. Boland. Do you get paid for it?
Mr. White. Yes.
Mrs. Boggs. Double congratulat ions.
Mr. Boland. In addition to putting together the Council of State Housing Agencies, they  put together quite a b rief here. You are not going to read this?
Mr. White. No, I am not going to. Let me suggest initia lly tha t one of the reasons we put together such a detailed brief  was in answer to some of the  questions raised by the Surveys and Investi- gatives Report, and I did not intend to go into tha t great a detail.Mr. Boland. We are delighted that you commented on the Survey and Investigative Report. We like to get those comments and we appreciate them.
Mr. White. I might say I thought it was a very reasonable report, and it did point out some things tha t we think need some correction. We would hope that you would take  a look at our response to some of those par ticu lar points and some of the nu­

ances that we are bringing forward being important ones, but generally we felt tha t the report was very level and very informa­tive.
Mr. Boland. As a ma tter  of fact, we take pride in the  reports tha t are put togethe r by the Committee’s Surveys Investigat ions Staff We think perhaps they are bett er balanced tha n a lot of other reports we see, and sometimes bet ter  balanced tha n those tha t come out of the General Accounting Office, to which Congress attaches so much significance. But in any event, we appreciate your comments on it.
Mr. White. Thank  you.
I would like to s tar t off by ment ioning tha t the Council current ly has 46 member agencies as well as 150 organizations affiliated with the Council, and tha t we seem to be in the growth business. I jus t came back from Texas.
Mr. Boland. What are the four you don’t have?
Mr. White. There is actual ly eight tha t have not had agencies because there is some overlap, but it includes Indiana, Kansas, Washington, Louisiana, although ther e is an act in process there, Alabama, although there is an act in process. I don’t know if I mentioned Florida and Ohio. Both have constitutiona l amendments going forward this year to establish agencies, and I am sure I have forgotten one. North Dakota does not have one, but  I am talking to the Attorney General of tha t State about establi shing one.
We are seeing a continued growth from th e state partic ipation in housing. For this presentation I would just like to quickly touch on three points, Mr. Chairman. Besides asking the committee to in­clude language which has been included in the past in the commit­tee report, asking tha t the Secretary of HUD commensurate with the budget allocate a setaside of Section 8 units for state agencies, we have had this language in the past, in the  reports from your committee, recognizing the value of state agencies in the  produc­tion of Section 8 housing.
I might also suggest that if we do have a new housing, rental housing program this year, which is up for consideration in both

6 3 -2 77  0 - 8 0 - 3 0
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House and Senate, tha t we would also like to partic ipate  in tha t 
program through a setaside process, and I think that we have 
demonstra ted in initia ting both the Section 236 program and the 
Section 8 program tha t state agencies have helped to get the feder­
al programs off to a very rapid star t.

Briefly, then, jus t touching on thre e quick points, I am sure you 
are fairly well aware of the  role of the state agencies, but I would 
like to jus t mention tha t again, and tha t is that  state agencies 
actually finance the housing that they produce, and they were not 
created under a national federal enabling act such as the public 
housing authorities , but rather unde r the ir own unique state en­
abling acts. Many of them run programs other tha n those connect­
ed with the actual  federal subsidy housing.

In fact, 35 s tates  do run family housing programs connected with 
the Federal subsidies, and most of those do so with uninsured 
loans; thus  they take the financial risks themselves, which gives 
them an enormously different perspective on those developments 
than  what is normally  the case for a standard mortgagee.

Most mortgagees sell the ir loans in the secondary market  and 
thus are not around when the going gets tough and ther e are 
operating difficulties in the program, and of course that  has been 
where we have really separated out the  good decisions from the 
bad decisions, and tha t is in the management.

We have a very good homebuilding indus try in this country but 
we still have to work very hard  to effectively manage the subsi­
dized housing.

State  agencies, by virtue  of staying  with the loans, by being 
reachable  by the local governments in terms of a quick phone call 
to the  local stat e center  or state representative  have been very able 
to manage subsidy programs.

I might quickly note tha t about 30 percent of all Section 8 star ts 
thus far have been produced by sta te financial contributions.

Quickly, also in response to the report, and specifically in terms 
of the  value of the state  role—and I thin k I have actual ly alluded 
to this already—multifamily housing is a complicated business. It 
is not simple to handle, and we think the fact that the states are 
independent, in tha t they are actua lly separate from HUD, is a 
very positive factor, not a negative factor.

I thin k that what has occurred thus is we have a sepa rate— 
almost competitive system—with the retai ling and management  
done by the  local area offices of HUD, and this serves as a ba lance 
in the federal program, and serves to highlight both the strengths 
and weaknesses of each system. I know t ha t from my ten years of 
experience in Michigan that this indeed is a difficult business, and 
I think tha t many of the innovations that the state agencies 
brought to subsidized housing were then  late r picked up by HUD, 
and tha t both HUD and the  state s benefited. By the same token 
states  benefit also from the expertise that the national HUD office 
has, because certain ly there are many very excellent people within 
tha t system who work very diligently with state agencies to perfect 
thei r programs.

I would like to commend Secretary Moon Landrieu  and Assistant  
Secretary  Larry Simons for recognizing the value of this par tne r­
ship, if you please, r ath er than some kind of subordinant-dominant
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relationship. They have worked very hard  to make sure ther e are  
adequate monitor ing systems in place, while recognizing the value 
of the independent response to housing problems.

Mr. Boland. I am pleased with that  comment about Secre tary 
Landrieu and Secretary Simons. Mr. Simons, who has had consider­
able experience, now recognizes the importance and value of the 
State finance agencies. He frankly says tha t without  the ir assist­
ance and the ir cooperation, that the subsidized housing program, 
would be much more difficult to operate, withou t the assistance of 
the State finance agencies.

Mr. White. I appreciate those comments, and I can assure you 
that Secretary Simons is still proceeding to make sure we do our 
business correctly, and is working very hard  in that regard. He is 
working very hard to get the systems coordinated with each other. 
State  agencies have a whole ser ies of different kinds of monitoring 
elements; such as local sta te auditors, the bond m arket where they 
must go to raise money, with the resul ting SEC requirements that 
they take very seriously.

You have to review the law when you go to sell a bond issue. 
You have to tell all about every skeleton in the project at issue as 
well as every project tha t you have that has any kind of problems, 
so the state s have an enormous amou nt of discipline, including the 
fact tha t HUD has to review all development part icipa nts to make 
sure tha t they have not run afoul of the federal system. In addition 
HUD reviews the site on which the development is located, to 
make sure it meets both environmental and certa in neighborhood 
standards, as well as reviewing both management plans, when the 
project is in operation HUD reviews the  actua l operat ing develop­
ments.

However, the system has been rat he r disjointed. It has n’t been 
put together in a combined package, Assis tant Secretary Simons is 
working on such integration  and we a re cooperating  with him; we 
feel it would be of benefit to us also to unde rstand exactly the kind 
of monitoring system t ha t will be used.

Briefly, Mr. Chairman, on one other point made in the  report, 
and tha t was on developer selection or, if you please, project selec­
tion. The report did get into the  fact that ther e has been some 
criticism of state agencies in the ir development selection process.

In a  lett er on Ja nuary  28, 1980, we requested  Secretary Landrieu 
to include within new Section 8 regula tions a more stringent selec­
tion process, as we felt that some of the criticisms that  we had 
heard was very unfa ir to the extent that  most states , of which we 
are aware  and tha t we have surveyed, do have writ ten selection 
criter ia, and in fact are receiving enormous numbers of responses 
to th eir requests  for projects for Section 8. Thus, they are subject to 
a very open and competitive system. Accordingly such a HUD 
regulation would do no more tha n formalize what we now find to 
be universal housing and finance practice.

As I mentioned, ther e are very many checks and balances within 
the system to insure  that state agencies are doing th ings correctly. 
I would like to point out one that  I thin k is sometimes not under­
stood as as it should be, and that is who finally selects a project for 
a housing finance agency.
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Although staff  do th e initial work to insure tha t it is a good real 
estate  investment, and to insure  that  the Section 8 requirements 
can be met through the development of the  project, a board of 
directors actual ly does the final selection, and generally  these 
boards are among the Who’s Who within  the state. The board of 
Michigan, for example, includes the sta te trea sure r. In Colorado it 
includes the state auditor.

In Colorado also we have both mortgage banking representation 
and the president of the  largest S&L in the  state. Across the board 
these developments are exposed to public meetings, and to some 
very distinguished and interes ted citizens. States  do take a risk of 
their own state budget in these projects, because a folding state 
agency will cause a great deal of trouble  for the state itself. Accord­
ingly there is a high degree of in tere st in making sure that  these 
are successful projects. Also the very sta te system promotes open­
ness, because unlike  HUD decisions, final state decisions are actu ­
ally finally made in a public forum, and those public forums I can 
assure you can be very hot and heavy with local citizens and with 
others who are commenting on the projects that are being selected.

I would like to point out one correction for the record in the 
report  that was issued. It is state d that  Missouri selected the 
projects through simply an in-house process. T hat is not true.  They 
actually have to take  the ir projects to a board. As I recall, the 
board includes the Governor, the State  Treasurer , and the Atto r­
ney General.

Notwithstanding tha t, Mr. Chairman, the report, we do think , 
makes the valid points: tha t ther e can be fur ther improvements  in 
the program. I thin k that is the  case in all of these programs, 
because we learn  as we go.

I thin k that state housing finance agencies have made a very 
valuable contribu tion to the financing of low and moderate income 
housing. With these constructive  changes we hope to keep in mind 
tha t valuable contribution, and we cer tainly support your efforts to 
maintain a decent housing budget this year, and we are very 
supportive of the position taken in the Budget Committee of the 
House and in the housing authorization bill.

Mr. Boland. Thank you very much, Mr. White. Let me ask you a 
question with respect to the charge leveled about a week ago tha t 
HUD enjoys a tremendous “slushfund” , th at  they allocate funds at 
the end of the year, the end of th e quar ter. This results in building 
up unobligated balances that are referred to as a slushfund by 
another Committee of this Congress. What  is your opinion on that? 
You must have seen the charge.

Mr. White. I have heard  the charge. I have not actual ly seen the 
report  or seen it in any  way in writing.

Mr. Boland. With your knowledge of how allocations are made 
when applications are filed with the Department of Housing and 
Urban Development—are you famil iar with how reservations are 
made?

Mr. White. Yes.
Mr. Boland. When the application  is filed—those reservations 

don’t necessarily mean they are going to go to construction?
Mr. White. T hat is correct.
Mr. Boland. There is a pretty  good hiatus-----
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Mr. White. Yes.
Mr. Boland [continuing]. Between the time the application is 

filed and the time that the  project gets underway for construction, 
and consequently there  have been a grea t number of paper reserva­
tions, thousands of them in the course of tha t part icular operation. 
This Committee has been riding herd on HUD to get the paper 
reservations down to some actual construction commitments, and 
HUD has responded I thin k very well.

Mr. White. Yes.
Mr. Boland. The latest report  by the Surveys and Investigations 

Staff  indicated, high marks to HUD in this area. What is your 
reaction to that?

Mr. White. A couple of responses. First, regardless of the inten t 
at the time it was filed, there are numerous hoops tha t projects 
have to jump through before they become final, and many things 
can knock them out such as adverse community report, or a final 
environmenta l decision. Frankly, the numbers  jus t don’t work in 
terms of cost in many cases, so that you are going to have a certain 
amount of good-faith dropouts in tha t system. And what HUD has 
encouraged, and I think properly, is for developers to continue to 
work on projects that are n’t funded, so tha t the  tranfe r of funds 
can be made, so tha t we can continue to produce the much needed 
low and moderate income housing in th is country.

Mr. Boland. When allocations are made by the  regional area 
office of HUD to the state finance agencies, how soon do those 
allocations resul t in ac tual construction?

Mr. White. The average reported last year to th is committee was 
about nine 9 months within the state system compared to a much 
longer time in the Federal system.

Mr. Boland. And where allocations are actua lly made to the 
State finance agencies, do some of those drop out before construc­
tion starts?

Mr. White. Oh, yes, they drop out, transfers are made, and State 
agencies also can reserve on an area  basis to get started, so tha t 
they can nail down the reservation, and then go out and seek a 
project, so ther e is a little different system there . But in any 
system, Mr. Chairman, that is as tough and as complicated as 
housing development is these days—and tha t is not just  for subsi­
dized housing but for all family housing—you are going to have 
dropouts. The system does need the flexibility, then,  to respond to 
that and to transfer  those funds, then, to developments tha t are in 
process or, as we call it, in the pipeline, so tha t we can get the 
much-needed housing constructed.

Mr. Boland. In any event, no slushfund could be created as a 
resu lt of that par ticu lar activity within HUD?

Mr. White. No.
Mr. Boland. Mr. Coughlin.
Mr. Coughlin. Thank you, Mr. Chairman.
I apprecia te your hard-hitting statem ent. I am sure the staff will 

have it analyzed. Thank  you very much
Mr. Boland. Bob.
Mr. Traxler. No questions.
Tom, nice seeing you again.
Mrs. Boggs. No questions. Thank you very much.
Mr. Boland. Mr. White, than k you very much.
[The statement follows:]



468

PREPARED STATEMENT OF

COUNCIL CF STATE HOUSING AGENCIES

B efo re  th e

HOUSE SUBCOMMITTEE ON HUD -  INDEPENDENT AGENCIES

APPROPRIATIONS COMMITTEE

May 13 , 1980

Mr. Ch air ma n, my name i s  R ic h ard  K. H eln b re ch t.  I  am E x e c u ti v e  D ir e c to r  
o f  th e  M ic hig an  S t a t e  Hou sing  Develo pm en t A u th o r it y  an d T re a s u re r  o f  th e  C o u n c il  
o f  S ta te  Ho using A g e n cie s . Th e C o u n cil  c u r r e n t ly  has 46 member s t a t e  h o u si n g  
fi n a n c e  a g e n c ie s  (HFAs) a s  w e l l  a s  150 o r g a n iz a t io n s  a f f i l i a t e d  w ith  th e  C o u n c il  
whi ch  in c lu d e s  d e v e lo p e rs , in vest m en t b a n k ers , an d o th e r s  in v o lv e d  in  th e  s t a t e  
h ousi ng fi n a n c e  ag en cy  moveme nt. I  am ac co m pa ni ed  to d ay  b y  Thomas W. W hit e, 
E x e cu ti v e  V ic e  P r e s id e n t o f  th e  C o u n cil  o f  S t a t e  Hou sing  A g e n c ie s .

B efo re  p ro c e e d in g , a  b r i e f  o verv ie w  o f  o u r te sti m o n y  i s  a p p r o p r ia te .
A m aj or p o rt io n  o f  o u r  te sti m on y i s  d evote d  t o  th e  r o le  o f  s t a t e  h o u sin g  
fi n a n c e  a g e n c ie s  in  th e  a s s is t e d  hou si ng dev elop m en t p r o c e s s . D u ri n g t h i s  s e g ­
me nt o f  o u r p re s e n ta tio n  we w i l l  acmment on  th e  Su rv ey  an d I n v e s t ig a t io n s  S t a f f  
R ep or t t o  th e  House Co mm ittee on  A p p ro p ri a ti o n s  on  th e  D ep ar tm en t o f  H ou sing  an d 
Urb an De velopm en t S e c ti o n  8 Pr og ra m. The co n clu d in g  se gm en t o f  o u r  te sti m on y 
co nce rn s th e  FY 81  Bu dg et  r e q u e s t fo r  hou si ng pr og ra m s.

THE ROLE OF STATE HOUSING FINANCE AGENCIES

We b e l ie v e  t h a t  an  a c c u r a te  un ders ta n din g o f  th e  s t a t e  ag en cy a s s is t e d  
h o u si ng dev elop m en t p ro c e ss  w i l l  en ha nc e th e  Subco m m it te e' s e v a lu a t io n  o f  ou r 
c o n tr ib u ti o n s  t o  fe d e r a l h o u si n g  p o l i c i e s .  A lthough  th e  S u rveys an d I n v e s t ig a ­
t io n s  S t a f f  d is c u sse d  th e  r o le  o f  HFAs in  th e  S e c ti o n  8 pro gr am , we  b e l ie v e  i t  
i s  im port an t t o  e la b o r a te  on  t h e i r  n a r r a t iv e .

A l l  s t a t e  h o u si ng fi n a n c e  a g e n c ie s  w er e c r e a te d  p u rs u a n t t o  s t a t e  e n a b li n g  
l e g i s l a t i o n  t o  a s s i s t  in  th e  f in a n c in g  o f  hou si ng f o r  p ers on s  an d fa m il ie s  
o f  le w  an d m od er at e income w it h in  t h e ir  s t a t e .  Among o th e r  pro gra m s,  HFAs 
is s u e  ta x- exem pt bo nd s and n o te s  t o  make c o n s tr u c ti o n  lo a n s  an d pe rm an en t 
m or tg ag es  t o  n o n -p r o fit  an d li m it e d  p r o f i t  e n t i t i e s  f o r  th e  c o n s tr u c tio n  an d 
r e h a b i l i t a t io n  o f  r e n t a l  h o u si n g . Some s t a t e  a g e n c ie s  f in a n c e  n o n -su b s id iz e d  
r e n t a l h ousi ng in  a d d it io n  t o ,  o r  in  co n ju n c ti o n  w it h . S e c t io n  8 u n i t s .  HFAs 
a ls o  p ro v id e  m or tg ag e fu nds  f o r  s in g le  fa m il y  he meown ership  h o u sin g  an d many 
h av e home improve me nt an d e n erg y  co n se rv a ti o n  lo a n  pr og ra m s.
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In  th is  financ ing ca pa ci ty , HFAs se rve a unique fu nc tio n in  th e prod uc tio n 
o f a ss is te d  re n ta l hou sing as  th e ro le  o f HFAs as  fi nanc ia l in s ti tu ti o n s  i s  
d if fe re n t tha n th a t o f HUD. HUD ge ne ra lly  does not prov ide d-irerM- lo an s,  bu t 
se rv es  th e in port an t ro le  o f in su ring  loa ns  made by o th er  e n ti t ie s . S ta te  
ag encie s prov ide  d ir ec t funding by is su in g tax-exempt  bonds and  no te s to  
cr ea te  a  pool of fund s fo r sp ec if ic  re n ta l hou sing development pr op os al s.
These loa ns  ar e most o ft en  made w ith ou t FHA, or any o th er , d ir e c t in su ranc e 
pro te ct io n. We bel ie ve th is  to  be a va luab le  oonplement to  HDD's insu ranc e 
programs and th e major dif fe re nc e between th e two prod uc tio n pr oc es se s.

In  seek ing  to  as su re  th e fi nan cia l soundness of  developments fin an ce d • 
by th e ir  bonds and no te s,  HFAs re qu ire proposed  housing developments to  under­
go formal  underwrit ing  proc esses and to  meet hig h re a l e s ta te  st an da rd s.  Th is 
un de rw rit ing proc ess w il l ty p ic all y  includ e,  bu t i s  not lim it ed  to , an anal ysi s 
o f s i te  su it a b il it y , mark et an al ys is , economic fe a s ib il it y  and management and 
development team review.

HFAs ma int ain  ov er sigh t beyond th e p ro je c t review st ag es  in to  th e de sig n 
and co ns truc tio n pe riod s,  i n i t i a l  re n t- tp , and ongoing op er at io n st ag es .
Unlike many o th er  len din g in s ti tu ti o n s , HFAs ho ld  on to  th e ir  mor tgag es and  do 
not s e l l  them in  th e secondary market.  In  sh ort , HFAs ar e more than  mere pa ss ­
throug hs of fe der al  funds.

AOJOMFLISHtEWrS OF STATE AGENCIES

St at e hou sing fin ance  agencie s have been in  th e hou sing fina nc e bu sine ss  
fo r ov er  a decade. Thi rt y-f our s ta te s  have, o r ar e  in it ia ti n g , mul tif am ily  
programs. Th is s ta te  exper ien ce in clud es  stf cs idize d and co nv en tio na l lend ing.  
S ta te s such as  New York, Michigan, Minnesota  and I l li n o is  have  p o rt fo li o s  which 
includ e nonsu bsidiz ed housing, Secti on  236 hou sing (a fi xe d in te re s t re du ct io n 
subsidy) and Section  8 (a deep sub sidy to  the te nan t) . S ta te s have made 
inno va tiv e use  of th es e programs, p a r ti a l! a r ly  in  dev elo pin g housi ng  to  meet  
th e sp ec ia l need s of th e hand icapped and e ld erl y  and to  meet  th e  need  fo r 
hou sing in  ou r c it ie s , and have pio neere d the development  o f mixed su bs id iz ed  
and unsubs idi zed hou sing.

To give  a c le are r p ic tu re , s ta te  agencie s proc essed and fin an ce d 110,000 
Section  236 un it s ou t o f th e to ta l  fe der al  program of appro xim ate ly 700,000  
u n it s . While th e fo re cl os ur e ra te  fo r insu red Se ction  236 housi ng  o v e ra ll  
was g re ate r than  in i t i a l ly  pr oj ec te d,  the s ta te  agency un insured p ro je c ts  
have had a very su cc es sf ul  op er at ing reco rd .

Si m ilar ly , HFAs have prov en to  be  one of th e ma jor  fina nc in g and produc ­
ti o n  veh ic le s fo r th e Se cti on  8 program. In  fa c t,  s ta te  ag en cies  were th e  major  
impetus in  gett in g  th e program o ff  th e ground (res po ns ib le  fo r  95% of re se rv a­
ti ons in  FY 75) and have been  resp on sibl e fo r 31% of a ll  s t a r ts  to  dat e.

We do not mention th es e fa c ts  so as  to  hide  beh ind  volume. The Se ct io n 236 
and Section  8 programs ar e extremely d i f f ic u l t  and oc np lic at ed  programs which 
have  been enhanced by th e unique ro le  o f s ta te  hou sing fin an ce  ag en cies  which  
ra is e  mortgage funds throug h th e sa le  of  tax-exem pt bonds and no te s to  a id  th e 
pro duction  of a ss is te d  re n ta l hou sing. Fu rthe r,  we wish to  a s s i s t  in  e f fo r ts  
to  improve th e implementa tion  of th e Secti on  8 program and in  a  moment w il l 
address  th e program concern s ra is ed  in  th e S ta ff  Report.
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STATE AGEUCY PARTICIPATION IN THE SECTION 8 PROGRAM

The Survey and In ve st ig at io ns  S ta ff  Report on th e  Se ct ion 8 Program 
dev otes cons iderab le a tt en ti on  to  th e p a rt ic ip a ti o n  o f s ta te  housi ng fin an ce  
agencie s. We be lie ve  th a t el ab or at io n of find in gs  le ad in g to  th e Re port’s  
major conc lus ion s w il l ac cu ra te ly  de sc rib e th e o v era ll  st re ng th s and weak­
ne sses  o f HFA p art ic ip a ti on .

Overview o f CSHA Response TO S ta ff  Report On
Section  8 Program

Ge neral ly,  we be liev e the Report to  be reason ab le  as  i t  at tempt s to  
fa ir ly  ana lyze a high ly  ocnp lex s e t of program re la ti onsh ip s.  We bel ie ve,  
however, th a t th e Report may have ove rlooke d scene o f th e  e sse n ti a l arguments 
fo r s ta te  hou sing fin ance  age ncies  and th e i r  conti nued  a b il i ty  to  assume 
independent program re sp onsi b il it y .

Mu lti fam ily  hou sing pro duction  i s  a co np lic at ed  and  r is k  lad en  busi nes s.
Even o ut side  o f subs idized  hou sing, fa il u re s  ar e not uncommon. A rev iew  o f  
th e di sa st ro us  h is to ry  o f many Real  E st at e Investment T ru st s and sub sequen t 
lo ss es  to  in ve st or s prov ides  adequa te eviden ce to  th e degre e o f  ri sk .

Subsidiz ed housing  adds an even gre at er  nunber o f v a ri ab le s to  an al re ad y 
ocnplex  proc ess. Ad di tio na l so c ia l and economic li m it a ti ons a re  superin posed 
upon what i s  a su bst an ti a l in he re nt  ri sk . The h is to ry  o f a l l  fe dera ll y  sub­
si diz ed  programs dem ons trates th es e increa se d ri sk s.

Th is does  no t mean th a t we sho uld  sir rpl y abandon ou r e f fo r ts  to  ad eq ua tely  
house lower income Americans. In  fac t,  wh ile  we o ft en  no te  th e many problems 
in  a ss is te d  housing  pro duction  programs, we of te n f a i l  to  see th e many su cc es se s.  
Consid ering a l l  hou sing programs oonbined, we have been ab le  to  gen er al ly  b e tt e r  
house  lower and midd le inacme Americans tha n have ou r co un te rp ar ts  in  o th er 
co un tr ie s,  even though we s t i l l  have fa r  to  go to  ad equa tely  hou se si ll  Americans . 
A share of th is  suc cess can be a tt ri b u te d  to  ou r su bs id iz ed  pr od uc tio n.

A si ngle  dominant bur ea uc ra tic system, however, ha s ne ve r shewn, nor w il l i t  
ev er  show, i t s e l f  capable  of  prov iding  a l l  of  the answers. Fe de ra l re so ur ce s 
ar e becoming in cr ea si ng ly  sc ar ce , and le ss and le ss HUD s ta f f  ar e avai la b le  
to  assume more and more pr oc essing  re sp o n si b il it ie s.

S ta te  housing  fin ance  agenc ies  were cr ea ted to  meet a nee d, and have 
f i ll e d  a vacuum. Creat ed se pa ra te ly  from HUD or fe der al d ir ec ti on , HFAs 
ind epe ndent ly augment fe der al  e ffo r ts . As a p a rt  (and on ly  p a rt ) o f th e i r  
housing a c ti v it ie s , HFA's have underta ken  subs id ized  hou sing. They ar e not 
clo nes of th e fe der al  system, no r of each o th er  and th us  have bee n ab le  to  
re ta in  th e c re a ti v it y  of a sm al le r bu sine ss  op er at ion wh ile  o ff eri ng  a  br oa d-  
bas ed respon se to  th e need s of  th e ir  s ta te .

Beginning wi th Secti on  236, th e va lue of the ag encies  to  nati onal housing 
prod uc tio n i s  ap paren t. By su cc es sful  fin an cing , s ta te  ag en cies  tapped  th e  
c ap it a l marke ts and have deve loped  th e most su cc es sf ul  su bs id iz ed  housi ng 
po rt fo li o s ev er  known.

HFA’s  have  done th is  wi thou t s ta te  fi nan c ia l op er at in g su pp or t si nce  they  
ar e,  as  a  ru le , se lf -s ust a in in g . Th ei r success es ar e a tt r ib u ta b le  in  la rg e
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measure to  concern fo r qu al ity  housing and a  commitment to  es ta bl is h th is  con­cern  in  dea ling  both with  HUD and with loca l communities.
Another sign if ic an t factor  in  the  success of  the  HFAs is  th a t they  have been large  enough a t the  st a te  lev el to  develop the  required leve ls  of  develop­ment and fina nc ia l ex pe rti se , ye t small enough to be nonbureaucratic  in  response .
Program v ar ie ty  among agencies  is  no t a t a l l  a negative condi tion, bu t ra th er  a po si tiv e fa ctor  re flec ting  the  re a li ti e s  of  the  di ffe ren ces in  housing needs among s ta te s.  HFAs rep res ent loca lly  ta ilor ed  responses to  unique and d if fi c u lt  so ci al  and economic problems. In one sense, st at es  represen t com­pet it io n  to  the  HUD bureaucracy a t the  loc al leve l as they develop th e ir  own systems of  development. we bel iev e th at  th is  re la tio ns hip is  a healthy one.
By th e same token, st at es  are  not  simply fre e to  do a s they wish.They a re di sc ip lin ed  by ri sk  inh erent in the  housing development i nd us try , by Boards composed of  responsible accountable pr ivate  and publ ic o ff ic ia ls , by pr iv ate ind ustry  pa rti cipa nt s and concerned p tb li c in te re st  groups, by local le gi sl at ur es  and governors,  by publi c pre ssu re, by the  pre ss , and by the  bond market in  which HFAs ra is e money.

We argue th at from th is  di sc ip lin e has come a high ly success ful  na tio na l e ff ort . Ce rtai nly , and a s es tab lis hed in  the  Report, improvements and changes can always be made. Indeed, as a trade  group we argue fo r many changes, seme- times without the  fu ll  and u nqu alif ied  support of a l l  of  our members. Any changes, however, should not  be such th at  they a lt e r the  ba sic  po si tio n of  independence and resp on sibi lit y of  HFA's. Sta te agencies care  about the opera tion of  th e ir  pr oj ec ts , and a re  able  to  take  corre cti ve  action vhen problems su rfa ce. HFAs have a ves ted  in te re st  in  the  long-term success of pr oj ec t opera tion in  th a t th e ir  ongoing a b il it y  to  ra is e ca pi ta l in  the  marketp lace a t reas ona ble  ra te s is  di re ct ly  con tingent upon the  qu al ity  of  th e ir  po rt fo lio in- plac e.These agencies have managed to  work suc ces sfu lly  in  our urban areas under some of  the  most d if fi cu lt  housing con ditions .

Thus the  independent ro le  fo r agencies should be continued. An improvement in  ov eral l monitor ing and p os t-a uditin g as recommended by the  Committee is  reasonable and necessary . This recommendation should no t be viewed, however, as a repudi atio n of  the  fin e st a te  reco rd, nor  as an inducement t o  s t i f le  lo ca l in it ia ti v e  and response. We do not need HUD clones. We do need an ef fe ct iv e st at e/ fe der al  partn ers hip .

HUD, under many Se cre tar ies , has recognized th is  need. We thank Sec retary  Moon Landrieu and A ssi sta nt  Secreta ry Larry Simons fo r con tinuing our  pa rtn er­ship and fo r taking  ste ps  toward improving the  feedback and monitoring loops in  the  system. We thank the  Committees in  Congress fo r no t being mis led  by short sig hte d cr iti cis m.

We w il l work with Secreta ry Landrieu and A ssi sta nt Sec reta ry Larry Simons and Congress to  fu rth er  improve the  fe de ra l/st at e pa rtn ers hip .

A. Housing Assi sting  Payments

The Report st at es  th a t housing finance agencies receiv ing  a se t-as id e of Section 8 budget au tho rit y are  "exempted from many o f HUD’s program c on tro ls and o vers ight " (p. lfi).
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While i t  is  tru e th a t st a te  agency procedures are  d if fe re nt from tho se 
of  HUD or  oth er pa rt ic ip an ts  in  the  Section 8 program, the  Report ina ccura tely 
suggests th a t st at e agency p ar tici pa tion  is  uncontroll ed.  The Report gives  
the  irp ress ion th at  HFAs exe rci se more autonomy in  the  Section  8 development 
proc ess than is  the  case.

Control of  HFA pa rt ic ip at io n is  achieved by sev era l means. F ir st , housing finance agencies must give publi c no tice of the  a vai la b il it y  of  funds 
and thus they adv ert ise  the  av ai la b il it y  of funds; very of ten by a procedure 
ocnparable to  HJD's Notice of  Funding A va ila bi lit y proc ess . This pr ac tic e i s  
discussed in  a la te r sec tion.

Second, even though HFAs do-no t u ti li ze  uniform p ro je ct  se lect io n c ri te ri a , 
in i ti a l dev eloper/project  se lecti on s must be  submit ted to  HUD fo r approval  and 
acceptance. HUD is  required to  perform an ac tual  s it e  review to  determine 
compliance w ith fed era l s it e  and neighborhood requirements, to  review the pa st  
performance and pre sen t ca pa bi lit ie s of  developers, and to  perform environmental 
analyses. Add ition ally , developer/pro jec t se lecti on s are  of ten made by lo ca l 
government when, fo r example, proj ec ts are  loc ate d on urban renewal land.

Further, the  st at e agency must cer ti fy  to  the  accuracy of  s i te  su it ab il it y , 
development team ac ce pt ab ili ty , management team qua li fica tion s,  as  well  as re n t 
reasonableness. These contr ols  w il l also  be e labora ted  upon in  a sect ion th a t 
follows.

Overa ll, we must remind the  Subcommittee th at le ss  st ring en t HUD review 
requirements are no t unique to  st at e agencies . HUD also  allows lo ca li ti e s (PHAs) 
to  exerc ise  disc ret ion in adm inis tering the  Department’s 11(b) program. Like 
HFAs, PHAs may administer fede ra l subsidy do lla rs  in addit ion  to  ra is in g mortgage 
ca pi ta l. Mortgage bankers are  allowed to  exe rcise program di sc re tion  when pr o­
je ct s are  financed in  the  conventional market.

HFAs may u ti li ze  a "f as t track"  proc essing system t ha t d if fe rs  from 
HUD's "slew track"  system, bu t th is  fa c t should not  be viewed n egative ly.
In as much a s HFAs must cer ti fy  to  catpli ance with  fed eral regu lat ions  and 
sa ti sf y  fed eral reviews on a projec t-b y-projec t ba sis, le ss  st ri ng en t HFA 
processing  requirements should be  viewed as  an as se t to  mul tifamily housing 
production.

B. Developer Selection

The Report accurate ly st at es  th at "the  process of se lect io n of developers 
va rie s from one st at e HFDA to  anothe r" (p.16).

This concurrence, however, i s  no t to  suggest th at  HFAs are using de fi ci en t 
se lecti on  c ri te ri a  and p ract ices . HFA successes in  re nt al  housing  programs 
support the  gains  to  be real ized  from re sponsib le independence. We be lie ve  th a t 
so long as an agency's developer/pro jec t se lec tio n system i s  pu bl ic ly  av ai lable and meets program o bje ctives, HFAs should be fre e to  u ti li z e  a se lect io n system 
th a t they bel iev e works be st  given loca l cond itions.

CSHA has supported inc lus ion  of addit ion al requirements in  th e Section  8 
reg ulati ons. In a January 28, 1980 le tt e r  bo HUD Secretary Landrieu, CSHA 
supported more st rin ge nt  pr oj ec t se lecti on  requirements pri or to  pu bl icati on  of  
the  rev ised regula tion s fo r HFA p ar tic ip at io n in  the  Section  8 program. CSHA 
suggested th at  the  new reg ula tio ns  req uir e HFAs t o pub lish  no tic e of  the re ce ip t
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of  funds in  gen era l ci rc ul at ion newspapers and to  have a writ ten procedure fo r 
the  open and ccr rpe titiv e se lec tio n of developers . In as  much as  the  major 
Section 8 producing HFAs curre ntl y ope rate  with in the se sugges tion s, the 
recommendation’s in te nt was no t to  remedy de fici en t pr ac tice s,  but to  str ength en 
the  case  fo r the  existence  of  sound ones. According to  the  le t te r , "such regula­
tio n would only serve to  formalize what is  new v ir tu al ly  un iversa l HFA p ra ct ic e,  
bu t i t  would help avoid the  appearance of ine qu itable  p ra cti ces. "

Unique p ro je ct  se lec tio n c ri te ri a  should be mainta ined, prov ided  th a t th e ir  
implementation is  monitored like  any o the r major processing  step . This approach 
w il l continue to  allow fo r va ria tio n necessary to  address  individu al  st a te  
problems such as enphases on rur al/urb an are as , min ori ty pa rt ic ip at io n,  and the  
development of ce rta in  pr oj ec t types  (elder ly,  family, smal l development and 
handicapped programs). Again, we emphasize the  independent na ture  of the st a te  
agencies as they  assume the  ri sk s as mortgagee of  as si st ed  housing pro je ct s.  We 
discus s the  major processin g stages  focused upon by the  Report,  below, to  es ta bl ish the  fed eral contr ols  on HFA p ar tic ip at io n.

Housing Ass istan ce Payment Set-Aside. Al l HFAs fina ncing new oo ns tru ct io n/ su bs tant ia l 
re ha bi li ta tion  Section 8 projec ts do so by se ll in g tax-exempt no tes  and bonds 
which proceeds are  used to  provide permanent fina ncing,  and very of ten con­st ru ct io n loans .

In ord er to fa c il it a te  the  pa rt ic ip at io n of  HFAs, a po rtion  of the  Sec tion  8 
contract au tho rit y appropr iated annually by Congress i s  se t-as id e fo r assignment 
to  proj ec ts processed by st a te  housing finance agencies . The HFA must have st a te ­
wide re sp on sibi lit y and qu ali fy  under st a te  law to ac t as  a pu bl ic  housing au thor ity  
as defined in  the  United Sta tes  Housing Act of  1937.

Rece ipt of  a se t-a side , however, is  no t automatic as  the  HFAs must meet 
fed eral requirements to  receive se t-a side  funds. The HFA must produce re 1 eve nt 
enabling le gi sl at io n,  ru les and reg ula tions governing i t s  opera tions and an 
opinion th at  the agency is  lega lly  qu al if ied and author ized  to  par ti c ip ate  in  
the  Secrtion 8 program.

Furth er,  HUD must then determine whether to  gran t a se t-as id e and the 
se t-a side  amount. This determination is  made ion the  ba si s of  agency pa st  
performance and ab il it y  to  adminis ter a se t-as id e,  the  ex tent  to  which th e 
agency has  developed a program eva lua ting  and meeting st a te  need s, the ex tent  
to  which agency programs complement HUD al loca tio n plan s, agency a b il it y  and 
wi llin gness  to  ass is t fam ilie s in  proj ec ts meeting part ic ula r HUD goals  (s pat ia l 
deco ncentra tion , large family  un its,  i . e . ) and agency a b il it y  and w ill ingn es s 
to  provide permanent financing without fed eral mortgage insu rance.

Even though s ta te  agencies may rece ive  a se t-as id e of  budgetary al lo ca ­
tion s,  they f i r s t  must sa ti sf y HUD review to  qu ali fy  fo r the  se t- as id e by 
demonstrating the  ab il it y  to  finance and admi nis ter housing under the Sec tion  8 
program. Further, la te r in  our testimony we w il l dan ons trat e the lo ca tio n,  
housing type, household size  and co ntract term re st ri c ti ons governing the 
use of  se t-as id e funds.

Advertis ing Ava ila bi lit y of Svbs idies. Af ter  a st a te  housing financ e agency 
receives HUD no ti fi ca tion  of  i t s  se t-as id e,  the  agency i s  requir ed  to  make a 
publi c announcement o f the  all oc at ion,  specify ing  the  amount o f th e se t-  
aside  by housing and household type and ind ica tin g where ap pl icati on s to  the 
agency fo r funding oonmitments may be submitted. All HFAs are  req uir ed  to  
cer ti fy  th a t these pub lic  no tic e requirements have been met.
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Pr es en tly , the  term "p ub lic  announcement" i s  undefined in  HUD re gu lation s.  
HFAs have met the  pu bl ic  no tice  requirement, however, by va riou s methods. Ex hi bi t 
1 i s  an example o f a pu bl ic  no tic e placed  in  32 newspapers by th e Michigan Sta te  
Housing Development Au tho rity.

HFAs of te n send pu bl ic  no tice s to  sponsors th at have  deve loped pre vio us 
propos als and to  bu ild er s and develop ers th at  have exp ressed  in te re st  in  bei ng 
kept informed o f the  a v a il a b il it y  o f se t- as id es.  The Maryland Department o f 
Economic and Community Development, fo r exa nple, ma ils  not ic es  o f  funding 
a v a il a b il it y  d ir ectl y  to  300 holde rs o f the  Ag ency's pr oc es sin g manual.

The Minnesota Housing Finance Agency encou rages  minor ity  part ic ip at io n  
by pu blishing  no tice s o f funding a v a il a b il it y  in  mi no rity newspapers and re­
quest ing  pu bl ic  se rv ic e announcements a t ra di o st at io ns wi th  min or ity -o rie nt ed  
programming.

Ad di tio na lly , se ve ra l HFAs conduct sta tewi de  seminars with spo nsors, 
bu ild er s,  develop ers and lo ca l government groups to  promote th e Se ction 8 
program.

A ft er  re ce iv in g a se t- as id e pursu ant to  meeting HUD e l i g i b i l i t y  c r it e r ia , 
HFAs must make a pu bl ic  announcement o f funding a v a il a b il it y . HFAs ben ef it  
from t he n oti fi cati on  requirement in  th at  hig h volume o f  development proposals  
i s  li k e ly  to  ass ure  high qu a li ty  developments through cre at iv e ccr rpe titi on  
among ap pl ica nt s.

When the Michigan Sta te  Housing Development Au thor ity  ad ve rt ised  i t s  
FY 80 al lo ca ti on  in  January, 1980 fo r 2200 unit s,  the resp onse  by developers  
was fo r 4500 un its.  The Au thority  al so  had a "p ip el in e"  o f 1500 units when 
the  funding av a i la b i 1 i t y  was announced. The V ir gi n ia  Housing Development 
Autho rity  rece ived  requ est s fo r 2,348 un its a ft e r  ad ve rt is in g fund ing a v a il a b il it y  
fo r 933 un its.  At  the time, VHDA had a pi pel in e o f prop osals  rep resent ing 
7,855 un its .

Th is le v e l o f response underscores th at  HFAs are  known and re li ed  
upon w ith in  th eir  sta te , and emphasizes the inpa ct  o f HFA publ ic  adve rt is ti ng 
upon dev elo per s.

Develope r/P roject  Se le ct io n.  HFAs may pro ces s Section  8 ap pl icat io ns  under one 
o f two procedu res. The Fa st  Track Pro ces sin g Procedures (24 CFR, Pa rt  883) 
pro vide sp ec ia l regu latio n fo r HFA-finanoed p ro je ct s wit hout fe der al  mortgage 
insu rance th at  are  to  be funded by the  agency se t- as id e.  HFA se t- as id e pr o­
je cts  requ iri ng  fe der al  mortgage insu rance must be processed  under th e ro ut ine 
Slow Trade Pro ces sin g requirements (24 CFR, Pa rts  880 and 881).

Under the  Fa st  Track Pro ces sing Proc edur es, HFAs assure; re sp on si b il it y  
fo r pro je ct  development and sup erv isio n o f development, management and maintenance 
re sp on si b il it ie s o f pro je ct  owners. The st ate  agencie s are su bje ct  to  au di t 
and review by HUD to  determine compliance wi th  fe der al  requirements and obje ct iv es

HFAs may submit an ap pl icat io n or  pre lim ina ry pro posal  fo r  a p art ic u la r 
Section  8 pro je ct  to  a HUD fie ld  o ff ic e  a t any time. I t  i s  impo rtant  to  keep 
in  mind, however, th at  altho ugh HFAs make in i t ia l  p ro je ct se le ct io ns fo r se t-  
as ide funding, i t  i s  ul tim at ely HUD's dis cr et io n to  ac ce pt  or re je c t an HFA 
submission. Indeed many HFAs would argue th at  HUD Area  O ff ic es re ta in  too  
much in  the  way o f de cis ion re sp on si b il it ie s and th at  th e ir  co ntr ol works to  
the  disadvantage of  HFA process ing .
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Brief ly,  a l l  appli cations and p roposals ar e eva lua ted  on the ba si s of  ac ce pt ab ili ty  in  accordance w ith fed eral requi remen ts. The HEA must cert if y  th a t a pub lic announcement o f funding avai la bil ity  has  been made, new con­st ru ct io n is  ju st if ie d , and th a t the  proposed development conplements HDD's all oc ati on  plan  in  th at  area.

HDD, in  tur n, makes an in i ti a l independent dete rminati on whether or no t the  applicat ion  is  oorrplete and must es ta bl ish th a t the  proposed pr oj ec t i s  consi stent with the  fi e ld  off ic e all oc ati on  pla n, the addi tio n of  the  un it s w il l no t adversely  aff ec t occupancy in  ex is tin g fede ra lly  as si st ed  pro je ct s,  the agency meets a l l  equal opportunity  requirements and p ro je ct s with sp ec if ic  si te s  comply w ith loca l Housing A ssistance  Plan goals  and n oti fi ca tion and comment requirements. HDD contr ols  which are  implemented a ft e r th is  in it ia l review w il l be discussed in  a follow ing section .
As described above, st a te  housing finance agencies  must make in-house se lecti on s of  Section 8 p ro ject s prior  to submission to  HDD fo r approval. These se lect ions , hcwever, are  guided by ex pli c it  fed eral re s tr ic ti ons,  re a l est a te  investment pr incipl es  and HFA decision-making po licy.
For example, when a se t-a side  is  made av ail ab le to  an agency, HDD must no tif y the  agency in  wr iting  of  the  amount and terms of the  se t-as id e.  These terms es ta bl ish the  parameters fo r el ig ib le  uses  of  the se t-as id e.  These terms ty pi ca lly include  the  following re st ri ct io ns .

(1) Location -  sp ec ifi c tar ge tin g to  geographic ju ri sd ic tions  (Metropolitan vs. Non-Metropolitan, or  by par ti cu la r are a, county or  c it y );

(2) Housing Type - ta rg et  percentages of  funds fo r new con­st ru ct io n as opposed to su bs tant ia l re hab il it at io n  pr oj ec ts ;
(3) Household Type -  requirements fo r elde rly,  family and lar ge  family si ze s;  and

(4) Contract Term -  lim ita tio ns  as to  number of  pr oj ec ts  e li g ib le  fo r 30 year Section 8 co ntract terms, as opposed to  40year terms.

An ex cerpt from a typi ca l al loca tio n le tt e r  appears below. Once a gain, the se  HDD re st ri c ti on  categories es tabl ish the  ba sic param eters  wi thin which every  HFA must work. Proje cts  th a t do not meet the se exp ect ations are  a t  an extreme disadvantage during HEA selec tio n dec isio ns as  they  do no t meet HDD's al lo ca tio n plan. Again we do not suppor t th is  system, bu t i t  i s  a fa ct of  the program and is  ind icati ve  of  con tro l over HFA p ar tici pa tion .
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FY F9 HUD ALLOCATION IETTER TO NEW JERSEY HOUSING FINANCE AGENCY

We a re  p le a s e d  to  a d v is e  you  th a t  a s e t - a s id e  o f S e c t io n  c c o n tr a c t a u th o r it y  
in  th e  am ou nt  o f $14 ,2 12 ,0 00  has  be en  e s ta b l i s h e d  p u rs u a n t to  24 CF?.,
P a r t 68 3 fo r  use  by your ag en cy  d u ri ng  F i s c a l  Y ea r 19 79 . Cf t h i s  am ount,  
$ 6 ,9 2 4 ,0 0 0  mny be  u t i l i z e d  on ly  in  c o n n ec ti o n  w it h  p r o j e c t s  In v o lv in g  
S e c ti o n  6 c o n t r a c t  te r n s  which  do n o t ex ce ed  t h i r t y  (2 0 ) y e a r s .  The  
b a la n ce  o f th e  s e t - a s id e  may be a p p li e d  to  p r o j e c t s  w it h  c o n t r a c t  te rm s 
of  up to  f o r ty  -(4 0)  y e a r s .

A ll  s e t - a s i d e  fu nds  w i l l  re m ai n  a v a i la b le  fo r  you r u se  w it h in  th e  geo gra phic  
j u r i s d i c t i o n  o f t h i s  o f f i c e ,  s u b je c t to  th e  r e s t r i c t i o n s  o f 24 CF?., 
6 6 3 .1 0 4 (f)  and 8 6 2 .1 0 4 (g ) . You may a l lo c a te  p o r t i o n s  o f th e  s e t - a s id e  to  
new c o n s t r u c t io n  and  s u b s ta n t i a l  r e h a b i l i t a t i o n  p r o j e c t s  a cc o rd in g  to  th e 
pr og ra m  re q u ir e m e n ts  o f your ag en cy , p ro v id e d  t h a t  y o u r a l l o c a t i o n  of  fu nd s 
r e f l e c t s  th e  fo ll o w in g  housi ng  ty pe  and househo ld  ty p e  p ro p o r ti o n s  d e ri v e d
fro m th e  FY 1979 Ne wa rk Are s O ff ic e  " f a i r sh a re" a l l o c a t i o n p la n :

ALLOCATION AREA HOUSING TYPE HOUSEHOLD TYPE
(7  o f t o t a l  s e t - a s id e ) New Rehab E ld e r  Iv Fa mily L r.  Fern!

1. Berge r.  £ Hu dson  (227.) 5 671 447. 257. 4571 271

2 . E sse x , M o rr is , P a s s a ic ,
£ W ar re n  (27 7.) 527. 467. 147. 6971 177.

3 . M id d le se x , Monmo uth,
Uni on  £ S om ers e t (2371) 2 671 4471 147. 6671 1871

4 . A t l a n t i c ,  B u r li n g to n , 
Camden £ M er ce r (167.) 5 671 A AT* C7. 727. 267.

5 . C um berl and, G lo u c e s te r  
£ S ale m  (47.) 277. 7 371 2671 4371 307.

6.  Cape May, H unte rd on ,
Oce an  £ S uss ex  ($71) 5671 447. 647. 3671 07.

W ith in  th e s e  b a s ic  p a ra m e te rs , th e  d e c is io n  t o  s e l e c t  among oe rn pe ting  
p r o je c t s  f o r  p o t e n t i a l  HFA s e t - a s id e  fu nd in g  i s  t y p i c a l l y  mad e by  th e  a gency ’s  
Bo ard o f  D ir e c to rs  a t  a  p u b li c  m eeti ng . D e c is io n s  a re  su p p o rt e d  by  in v e stm en t 
a n a ly se s  by  ag en cy  s t a f f  e s ta b l i s h in g  th e  d e s ig n , lo c a t io n ,  m a rk e ti n g , ma nage­
men t an d  c o s t  m e r it s  o f  each  p ro p o sa l.
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Ex hibit I I , fo r exa nple, i s  the Table o f Contents o f the Michigan St at e Housing Development A ut ho ri ty 's  proce ssing manual, Michigan Housing Process .
The ex hib it  es ta bl ishes  the  multitu de o f ste ps  (meetings, an alys es , documenta­
ti on, e tc .)  th at  must occ ur throughout MSHDA's housing development pr oc es s.

The MSHDA pro ces s i s  nec ess ary  to  est ab li sh  the ov era ll  fe a s ib il it y  or 
in fe a s ib il it y  o f proposed Section  8 pro je ct s and i s  ty p ic a l o f the documentation 
req uired by the major Section  8 producing  HFAs. For  the  sak e o f si m plici ty , 
MSHDA's proce dures can be ca tego riz ed  accord ing  to  the  fo il  ru ing  st ep s:

(1) Intake  -• Ba sic  pro je ct  inform ation, i n c l u d in g  s i te  
lo ca tio n and composition o f the development team 
is  req uir ed.

(2) I n it ia l Se lect io n -  S it e  and neighborhood analy si s,  
ar ch it ect ura l fe a s ib il it y  study,  land ap pra is al , and 
any neces sar y re lo ca tion  pr ov isions .

(3) Recommendation fo r Acceptance -  Agreement on desig n, 
economic fe a s ib il it y  an al ys is , as w ell  as  a co ns tru ction 
co st  an al ys is .

(4) Mortgage F e asib il it y  -  Schematic des ign s ar e approved, 
prelimi na ry co st s are  es ta bl ish ed .

(5) Mortgage Commitment -  Con stru ctio n documents are  pre­
pared and a  fi n a l te ch ni ca l rev iew  o f th e p ro je ct i s  
completed.

MSHDA ru le s and re gu lat ions  contained in  the  Michigan Housing Pro ces s 
are  supplemented w ith  othe r development pro ces s guides  gov erning the produc­
tion  o f sp e c if ic  housing type s. For example, MSHDA development p o li cy  i s  
a ls o guide d by sep arate  manuals fo r eld erl y, townhouse, handicapped and 
re hab il it at io n  pro je ct s,  in  addit ion  to  a pro je ct  se cu ri ty  manual.

Fin dings generat ed from the se HFA processin g procedures must ult im at el y 
be eva lua ted  by the  HFA pri or to  se le ct io n o f pro posal s to  be  submitted to  
HUD. Ac cor din gly , in  ord er to  ass ure  the  fi nan ci a l soundness o f developments 
financ ed by th eir  bonds and no tes , data from st ringe nt HFA und erw rit ing  pro­
cesses  are eva lua ted  accord ing  to  high  re a l est ate  standard s. These high  
re a l es ta te  standards addr ess:

(1) Proposal me rits and development team c ap a b il it ie s .

(2) Economic fe a s ib il it y  demonstrating  th at  an tici pat ed  pro ­
je c t  income exceeds an tic ip at ed  pro je ct  co st s.

(3) Sites  o f hig h standards.

(4) Planning and engin eer ing  assurances o f increa se d 
li v a b il it y  and appearance, decreas ed maintenance and 
enhanced se cu ri ty .

(5) Management se le ct io n o f respon sib le ten ants o f a l l  e li g ib le  
income le ve ls  and prov isi on  o f tim ely  maintenance se rv ic es .

The Board o f the Pennsylvania Housing Finance Agency co ns ider s re a l 
est ate  pri nci p le s dis cusse d in  Ex hibit I II  duri ng pro je ct  se le ct io n .

While a l l  HEA se le ct io n de cisio ns  are  guide d by sound re a l est ate  
p ri n ci p le s,  many HFAs have adopted re la ti v e ly  more sp e c if ic  se le ct io n  stan dards 
and c r it e r ia  to  ass ure  the  soundness o f re a l est ate  inve stments th ey  fin an ce .



478

As an example. Exh ibit  IV is  the  s it e  se lect io n c r it e r ia  of the  Tennessee 
Housing Development Autho rity . The c ri te r ia  is  based upon general ly accepted 
re al  es ta te  pr in cipl es , bu t provides sp ec if ic s to  determine th a t these re a l 
es ta te  pr in cipl e requirements are  sa ti sf ie d . As noted  above, se lect ion c ri te r ia  
vary from HFA to  HEA.

Several st a te  agencies (New Jer sey , Michigan, Massachusetts) u ti li z e  
numerical ranking  systems to  guide pr oj ec t se lect ion in  accordance wi th rea l 
es ta te  investment pr in cipl es . These numerica l ranking systems f i r s t  es ta bli sh  
ob jec tive thresh old  c ri te ri a  (yes or  no responses regard ing  s it e  co ntro l, 
development team approval, i . e . ).  Af ter  a pr oj ec t succ es sfu lly  sa ti s fi e s  
the  obj ective ra tin g,  numerical bonus po ints are  assigned  according bo ccrtpliance 
with  sp ec if ic  agency ob jec tiv es  (family housing, center  c it y  loca tio n,  e tc .) . 
Exh ibit  V i s  the  ob jec tiv e c ri te ri a  and bonus po int system u ti li zed  by the New 
Jer sey  Housing Finance Agency.

The housing development process  and the  evaluatio n of propos als general ly 
culminates in  a dec isio n by the  agency's board of  direc to rs . The board  of  
di rector s is  the  governing body of  the  HEA. Although size  of the  board  may vary 
from agency to  agency, a portion  of  the  board  is  appo inted by the governor 
with  le gi sl at iv e approval, with  the  remaining members serving ex -o ff ic io .

In Colorado, fo r example, seven members o f the  st a te  agency are appointed 
by the  governor with  the  consen t of  the  Senate.  The two ex -o ff ic io  members 
are  the  Sta te Auditor and a member of  the  Colorado General Assenbly.  Both 
appointed and ex -o ff ic io  menbers have voting  righ ts . The pr iv at e c it iz en s 
appointed to  the  Colorado Housing Finance Authority  Board b rin g valuable  sk il ls  
and insigh ts  to  the  HFA's decision-making as pre sent menbers incl ude  a  pres iden t 
of  a large savings and loan ass ociat ion  and a  mortgage banker.  Represen tatives  
on o the r HFA boards  include  publi c advoca tes, lawyers, and union o ff ic ia ls .

Projec t se lecti on  dec isio ns are  based upon the  recommendations and 
support ma ter ial s pres ented by the  HEA executive di re ct or  to  the Board a t 
a pub lic meeting. Pub lic notes are  common pr ac tic e p ri or to  convening the  
meetings.

During d iscu ssio n of  HEA pr oj ec t se lecti on  pr ac tice s,  the Repor t st a te s 
th at the  board of the  Missour i Housing Development Ccrrmission co ns is ts  of  three 
HDC o ff ic ia ls  and th at  pr oj ec t se lecti on s are  made in te rn al ly . This sta tem ent  
is  inaccu rate  as the  Corm issian's pr oj ec t se lecti on s are  made a t pu bl ic  meetings  
by a nine  member Board o f Commissioners. These dec isio ns have from time to  time 
been ho tly  contested and have been made with major media coverage. The three 
ex -o ff ic io  menbers o f the  Board include the  Governor, St at e Tre asu rer , and 
Attorney General.

The Report ac tual ly  describes the  in i ti a l s ta ff  review which f i l t e r s  
ou t bad proposals from the  development pro cess. As discus sed  e a rl ie r,  the se 
reviews are  based upon sound r ea l es ta te  pr incipl es  concerning  topography,  
access to  shopping and tra nspo rta tio n,  zoning, unusual development c os ts , et c.

FOr a l l  HEAs, the  executive di re ct or’s  reocximendation is  based upon the  
unde rwrit ing prac tic es  and se lec tio n guide lines discussed above. An ex ecu tive  
d ir ecto r' s recommendation i s  typi ca lly  proceeded by an in i t i a l  recommendation by 
a housing development o ff ic er  assigned to  a par ti cu la r pr oj ec t and ad di tio na l 
tech nica l support s ta ff  (market an aly st,  i . e . ) .  This in i t i a l  recommendation i s  
eve ntually  followed by a sen ior  s ta ff  recommendation by an underwriting ocmmittee 
(planning, finance , management, and o the r HFA divisio n di re ct ors ).

In conclusion, the  developer se lec tio n sec tio n of  th e Report concludes 
th a t the  Committee cons ider reques ting  the  HUD Secreta ry to  es tah l j ph minimum 
c ri te ri a  to  be  used by st a te  agencies in  se lecti ng  Sect ion 8 deve lopers. This 
reoorarendaticn is  based upon the  finding th at  HEA deve loper se lect io n c ri te r ia  
vary from s ta te  to  st a te  and may d if fe r in  hew p ar ti cu la r fa ct or s ar e weighed.



479

While the  st a te  agencies support the  reocmnendaticn th a t se lect io n 
c ri te r ia  be publicized,  we oppose the  esta blishme nt of  a HUD mandated com­
peti ti ve  ranking system.

Prese ntly, the  Section 8 program operate s under a system of  balance 
between HUD, st a te  agencies , and o the r pa rt ic ip an ts  in  the financ ing  of  Sec tion  8 
pr oj ec ts . Within th is  system of balance, HFAs are required by st a tu te  to  pe r­
form and cert if y  to  the  accuracy of  many o f the  tas ks  th a t otherwise would be 
ca rr ied out  by HUD area  of fice s when using  se t-as id e funds fo r an uninsured  
HFA finan ced proj ec t.

HUD follcws-up HFA ce rt if ic at io ns  by an independent review of  develcpment 
teams, management plans, equa l opportunity protec tio ns , re nt reasonab leness 
re la ti ve to  oonparable housing in  the  marketplace and s it e  su it ab il it y . In 
shor t, HUD has est ab lis hed standards governing the se important asp ects of  the  
se lect ion proc ess .

In pa rt ic ul ar , HUD's s it e  and neighborhood stan dard s req uir e th a t adequate  
u ti li ti e s  and st re e ts  serve  the  s it e , th a t the  s it e  promotes gr ea te r housing 
oppo rtu nit ies  and a’tai ds  undue con centrations  of  as si st ed  pers ons , the  s it e  
be fre e of adverse environmental conditio ns and th a t the  housing be acce ss ible  
to  so ci al , recrea tio na l, educat ional, corm erical, and h ea lth  fa c il it ie s  along 
with  othe r municipal ser vic es.  HUD sta ff  are  required to  conduct a per sonal 
on -s ite  review fo r each pr oj ec t to  evaluate  the  HFA's compliance.

Further,  HFAs must be able  to  process proj ec ts in  a way th a t enables  
the  agencies to  meet th eir  unique housing needs. I t  i s  un lik ely  th a t 
fed erall y imposed c ri te ri a  w il l adequately  contr ol fo r the  di ve rs ity of  needs 
of  ru ra l,  urban or  othe r areas with  spec ia l housing needs. For exanple, a 
requirement fo r shopping fa c il it ie s  wi thin 1 mi le of  a s it e  may be sens ib le 
in  Massachusetts , bu t unnecessary and in fe as ib le  in  Wyoming.

Also, the  Committee must no t overlook the  fa ct th at  the  HFAs ar e unique 
in  the as si st ed  housing development process. Unlike othe r lender s under HUD 
programs, the  HFAs do not se ll  th e ir  mortgages on t he  secondary market and hold  
onto th e ir  mortgages fo r the  li fe  of  the  as si st ed  p ro je ct . The HFA pr oje ct  is  
th e ir  investment; a si tu at io n much di ff er en t than HUD's ro le  as  an in su re r of  
othe r in s ti tu ti o n 's  funds.

In ord er to  assure  th a t HFA-finanoed pr oj ec ts  rep res ent sound inves tment 
veh icles th a t w il l generate  an tic ipated  long-run  revenue to  repay the borrowing 
costs  on se cu ri ties  issued by HFAs to  crea te pools of  mortgage fin ancin g, HFAs 
perform rigo rous underwrit ing analy sis  to  determine th a t the pr oj ec t se le ct io n 
processes are proper ly conceived to  avoid  poor design, management, or loc ati on  
fac tors.

While HFAs do produce grea t qu an tit ie s of  support ing documentation fo r 
th e ir  se lect ion dec isio ns,  the  Subcornnittee must keep in  mind th a t a cc np et iti ve  
ranking system is  aonplicated  when developers constant ly submit "unique" pr oj ec ts . 
Wiat makes one p ro ject  unique from ano ther  is  the  ba sic fa c t th a t only  one 
developer can have sp ec if ic  s it e  contro l, thereby precluding  the  submission 
of  tru ly  oonparable developments. How does a numerical formula in  re a li ty  
oonpare on a numerical ba sis an 85 unit  eld er ly  pr oj ec t in  one end of  a c it y  to  
a 125 unit  family proj ec t in  another? I t  cannot. The assignment of  numbers on 
a formula ba sis can ju s t as ea si ly  pr ot ec t dec isio ns as  determine them. Numbers 
do n ot make the  decision  as the  ac tual  assignment of  numerical values  is  
inh ere ntl y sub jec tive.

63-277 0 - 8 0 31
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We agree th a t p u b li c  se le c ti o n  systems sh ou ld  be  p u b li c iz e d  and th a t  a l l  
de ve lope r se le c tions be ava ila b le  to  th e  p u b li c , i f  n o t made in  p u b li c , we 
be lie ve , hcwever, th a t ga ins wo uld  no t re s u lt  frc m a st andard iz ed s p e c if ic  
se le c ti o n  c r i t e r ia .  Indeed  a process wh ich  has proven i t s e l f  by  th e q u a li ty  
o f  developments fin an ce d wo uld  be co np ronise d w it h o u t s u f f ic ie n t  reason.

C. F in a n c ia l Arrangements

1. Loan Fina nc ing
The Re po rt expresses con cern th a t de ve lope rs  and HFAs may use HUD's F a ir  

Marke t Rent s tr u c tu re  as a bas is  fo r  cost a ll o c a ti o n . The Rep or t suggests a 
tendency in  s ta te  agency p ro je c ts  to  assume th e  maximum re n t le v e l and wo rk  
backwards to  see hew much ap artm en t can be constructe d a t  a  g iv en rev enue str ea m. 
Th is  p ra c ti ce  would  re s u lt  in  o th e r than  "mo des t" ho us ing.

I t  is  no t uncommon fo r  HFA, FHA o r  o th e r p ro je c ts  to  exceed 110% o f  F a ir  
Marke t Rents . The Committee sh ou ld  con sider  o th e r va ri a b le s , however , be fo re  
eva lu a ting  th is  fa c t.  Fo r example , on pages 28-29 th e Rep or t s ta te s  th a t  FMRs 
are o ft e n  ou t o f  da te  o r no t r e a l is t ic a l ly  de termine d due to  th e la ck  o f  com parable 
ho us ing . S itua tio ns  in  wh ich  p ro je c t co n tr a c t re n ts  exceed  FMRs may s im p ly  re ­
f le c t  th e  bas ic  inap pr opr ia te ne ss  o f FMRs to  pro duce "modest " ho us ing w it h  
re qu ired  inve stmen t s e c u ri ti e s .

FMR ad jus tmen ts are a ls o  in d ic a ti v e  o f  a ve ry  p la in  fa c t  in  cu rre n t 
su bsid ized  ho us ing programs;  when costs  ar e h ig h , ho us ing  ca nn ot  be  b u i l t  ch ea ply.  
High co st s are un fo rt una te ly  a n a ti o n a l problem ; exac erba ted by  commun ity re s is ta nce  
to  ass is te d  ho us ing  and unrea sonable  zonin g and b u il d in g  re qu ire m en ts . Pas t 
expe rience shews th a t sho rt -s ig h te d  a r t i f i c i a l  at tempts to  c o n tr o l co sts  have 
re su lted  in  p ro je c t de fa u lt s  and h ig h e r lo ng -ter m  co st s.

P ro je c ts  a t  110% o f  FMRs may be a fu n c tion  o f  sound re a l e s ta te  st an da rd s 
as th ere  are cost im p lica tio n s  a tt r ib u ta b le  to  de sign , lo n g e v it y , m a rk e ta b il it y  
and s o c ia l val ue  sta ndards  in  th e  HFA u nderw ri ting  proc es se s.  Con se qu en tly , 
lo ng-term  co st s and assurances fo r  succ ess fu l deve lopm ent mu st be  we ighed 
again st sh o rt -r u n  cost sa ving s.  As an example , th e  use o f  b r ic k  e x te r io rs  may 
re s u lt  in  h ig her u p -f ro n t constr uc tion  costs , b u t re s u lt in g  en ergy  and ma intenance 
sa ving s ov er th e  ye ars w i l l  more than  pay  fo r  th e improvement.

A d d it io n a ll y , w h ile  th e o v e ra ll  Sec tio n 236 fo re c lo sure  ra te  was g re a te r 
than  i n i t i a l l y  p ro je c te d , in  ge ne ra l th e s ta te  agencies hav e a ve ry  su ccessfu l 
re co rd  in  program op er at ions . The bas is  o f th e  un iqu e s ta te  agency ex pe rie nc e 
was HFA underw ri ting  th a t tempered th e need to  minim ize  co n s tr u c ti o n  cost s w it h  
th e  fo re s ig h t o f  prod uc ing re n ta l p ro p e rt ie s  based upon sound f in a n c ia l p ro ­
je c ti o n s  o f  a n ti c ip a te d  fu tu re  performance.

B e la te d ly , th e ex am ina tio n o f  con tr ac t re n ts  as a pe rcen tage  o f  EMRs is  
s o le ly  an ana ly s is  o f i n i t i a l  re n t le v e ls . The oon trac t re n ts  may, as th e  Rep or t 
con ten ds , be in te n ti o n a ll y  kep t low so as to  enhance th e  p ro b a b il it y  o f  HUD 
acc eptance.  Such p ro je c ts  then  re q u ir e  con tr ac t re n t in cr eas es  s h o r tl y  a f t e r  
re n t-up  to  accomodate th e re a l co st s o f  opera tion. HUD s tu d ie s  show a lo w er 
amendement fo r  HFAs tha n fo r  o th e r p ro je c ts . F ra nkly , HFAs o r ig in a l ly  re se rv e 
h ig h  to  in sure  aga in st la te r  shor tage s as HFAs must depend on HUD a ll o c a ti o n  to  
make changes, and HUD a llo c a ti o n s  ar e o ft e n  uncerta in .

FHA pr oc es sing  w i l l  ge ne ra lly  pr ec lude  "sq ue ez ing"  i n i t i a l  c o n tr a c t re n ts  
as s ta te  age ncies must be c e r ta in  th a t p ro je c ts  ar e f in a n c ia ll y  sound over th e
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mo rtgage te rm . On th e  o th e r hand , HUD ac ce pt an ce  o f  HFA p ro je c ts  i s  co n ti n g en t 
vpon oorp li ance  w it h  th e  Dep ar tm en t's  co s t co nt ainm en t re g u la ti o n s . As yo u 
knew, re v is ed  re g u la ti o n s were is sued  th is  y ea r ap ply in g to  a l l  p ro je c ts .

2.  In su ra nc e Requi rem ent

The Rep or t accu ra te ly  s ta te s  th a t  un in su re d p ro posa ls  a re  pro ce ss ed  more 
ra p id ly  th an  in su re d  pro posa ls  due to  th e HFA a ss in p ti c n  o f  pro ce ss in g  re sp o n s ib i­
l i t i e s  su b je c t to  c e r t i f ic a t io n  re qu irem en ts .

Ye t, th e  Rep or t ov er lo ok s th e  c o s t co nt ainm en t in p li c a ti o n s  o f  rap id  
p ro cess in g . As const ru c ti on  c o s ts  e s c a la te  on  a  mo nth ly b a s is , to  th e  e x te n t 
th a t  pro ce ss in g  tim e i s  g re a te r , re su lt in g  co n str u c ti o n  c o s ts  in c re ase . When 
we t e s t i f i e d  befo re  th i s  Co nm itte e l a s t  year,  we docume nted  th a t  HEA p ro cess in g  
was 9 months  sh o r te r  th an  FHA pr oce ss in g .

F u rt h e r,  th e  HFAs f e e l  re sp onsi b le  fo r  sa te  o f  th e  e f fe c t iv e  ch an ges in  
th e  FHA pro ce ss in g  syste m. Fo r example, as th e  Rep or t n o te s , HFAs us ed  p ip e li n e  
p ro ce ss in g  to  as su re  a co nt in uo us  flo w o f  q u a li ty  p ro je c ts  and to  m ai nta in  a  
const an t wo rkload  fo r  se v e ra l y ears  p r io r  to  ad opt io n o f  th i s  sy stem  by  FHA.

3. L im it at io n  on  D is tr ib u ti o n  o f  Ope ra ting  In care

S ta te  ho us ing fi na nce  ag en ci es  have  g enera ll y  li m it e d  an nu al  ca sh  d i s t r i ­
bu ti ons si n ce  th e  in cep ti o n  o f  t h e i r  p a r ti c ip a ti o n  in  th e  Sec ti on  8 prog ram .
Here,  to o , HUD has  le ar ned  from  th e  HFAs and  only  re c e n tl y  has  re v is ed  th e  
Sec tion 8 re g u la ti o n s  fo r  in su re d  and  un in su re d p ro je c ts  to  l im it  th e  r a te  o f  
re tu rn  to  6% fo r  e ld e r ly  p ro je c ts  and  10% fo r  fa m ily  p ro je c ts .

The Rep or t accu ra te ly  d ep ic ts  th a t  an nu al  d is t r ib u t io n s  in  ex ce ss  o f  
th e  al lo w ab le  re tu rn  a re  ty p ic a ll y  dep osi te d  in  a  re se rv e  ac co un t to  fund  
p o te n ti a l opera ti ng  d e f ic i t s . In  ad d it io n , HFAs w i l l  r e s t r i c t  r a te s  o f  r e tu rn  
to  minim al le v e ls  whe re ne ce ss ar y to  b ri n g  c o n tr a c t re n ts  in  oo rtp lia nc e w it h  
HUD's c o s t co nt ainm en t and  F a ir  Ma rket Re nt  r e s t r ic t io n s .

D is tr ib u ti o n s  o f  p r o f i t s  mu st be  app rov ed by  th e  HFA. D is tr ib u ti o n s  w i l l  
be made a t  th e  end o f  a devel opm ent *s f i s c a l  year,  pr ovid ed  th a t  a l l  re se rv es  
a re  ad eq uat el y fun ded .

4. O ther  Re quireme nts

The Rep or t desc ri b es th e  HFA p ra c ti c e  o f re q u ir in g  ca sh  escro w accounts , 
l e t t e r s  o f  c re d i t , o r  perfo rm ance  ba nd s to  gu ar an te e c c n p e ti ti o n  an d guard againg-t 
p o ss ib le  opera ti n g  d e f ic i t s . Per ha ps , th e  Rep or t co uld  ha ve  h ig h li g h te d  t h e i r  
us e as  th ese  p ra c ti c e s  a re  e s s e n t ia l  oa ip on en ts  in  th e  HFA deve lop me nt p ro cess . 
These  o p e ra ti o n a l as su ra nc e de vic es  a re  in d ic a ti v e  o f  th e  HFA aw aren es s o f  re q u ir e ­
ments  to  co n s tr u c t and  oper at e q u a li ty  ho us ing.

As an  ex an pl e,  th e  Oregon Housin g D iv is io n  re q u ir e s  ea ch  sp on so r to  fu nd  
th re e  re se rv e  ac oo vn ts . The Co nti ngency Escrow Account i s  eq ual  to  3% o f  th e  
mo rtgage lo an  and mu st be  m ai nt ai ne d fo r  3 y ea rs . The amount i s  re du ce d ea ch  
year by  o n e - th ir d  o f  th e  o r ig in a l amount in  th e  ev en t th a t  fu nd s a re  n o t ne ed ed  
fo r  th e  p ro per  ma int enance  and  ep era ti o n  o f  th e  dev elo pm ent. An Escrow Ac coun t 
fo r  th e  paym ent o f  ta xes and  in su ra nce  i s  m ai nt ai ne d and i s  funded fro m th e  
month ly p ro je c t re ve nu es . The mor tgag or  i s  a ls o  re q u ir ed  to  m ai nta in  a  Re se rv e 
Fund fo r  re pl ac em en ts  in  a dep osi to ry  approved by  th e  D iv is io n  and  i s  fu nd ed  fro m 
me nthly reve nu es  o f a  development
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The Housing Divis ion als o req uir es the  gen era l co nt ractor  of each pr o­
je c t to  provide the  owner assurance of  ocnplet ion and co rrec tio ns  of  any defec t. 
The la te nt  de fec t guarantee and performance bond are  in  pla ce  throughout the  yea r 
following the  date  of  fi na l oanp letion.

In addit ion , HFAs w il l u ti li ze  othe r pol ic ie s and p ra ct ic es  to  ass ure  
the  succes sfu l ope ration of  a development. To continue with the  po lici es  of  the  
Oregon Housing Division, the  Divis ion hold s conferences with the sponsor and 
management agen t p rior  to  in i ti a l occupancy to  provide th a t the part ie s are 
aware of  a ll  Divis ion and HUD management requi remen ts. Prior to  ren t-u p,  the  
Division reviews the  applicat ion s of approved ten ant s and reviews the  reco rds  
of  the  management agen t to assure compliance with  Division and HUD standard s.

The Division conducts annual s it e  reviews of each development to  monitor 
management and maintenance pr ac tic es . The Division rec eiv es and reviews monthly 
cash flew rep or ts of  each development and req uires  repo rts  of a l l  vacancies or 
changes in  occupancy. Audited fin an cial  statements  are  to  b e fur nis hed ann ual ly.

D. Less Than F ul l Subsidy

The Report recommends th at  the  Committee suggest th at the HUD Secre tary  
encourage HFAs not curre ntl y pursuing proj ec ts  with 20% sub sid ized, 80% market  
ra te  un its  to  do so and th at  p ri ori ty  be given developers w il ling  to  assume 
the  ri sk s involved in  submitting part ia ll y  subsidized  p ro je ct s.

CSHA supports 20% as si st ed  p ro ject s as a means of  economic in te gr at io n 
and sp at ia l deco ncen trati an. Several HFAs (I ll in o is , Michigan, i .e . )  have 
produced mixed inacme Section 8 pr oj ec ts . During t he  Sect ion 236 program,
HFAs financed succes sfu l mixed-income projec ts a t a time when fina nc ia l advis ors , 
oth er mortgagees, and even HUD cautioned again st th e ir  development.

Consequently, the  HFAs fe el  qu al if ie d to  oaiment an the p ra c ti ca li ti e s  
of  part ia ll y  as si st ed  proj ec ts . There fore,  we must enphasize th a t the fe as ib il it y  
of  part ia ll y  as si st ed  projec ts is  a ma tte r of  marketing. As th e Report sug gests , 
poor s it e  loc ation , high rent s or  loca l markets may inc rea se the ri sk  of  no t 
achieving 80% market ra te  rent-up . In sane market are as,  a 7 1/2% permanent 
below market in te re st  ra te  w il l a tt ra c t market ra te  ten an ts;  in  othe r are as  
re su lti ng  rent s may s t i l l  be exce ssive. These major market ing co ns traint s could 
re a li st ic a ll y  de ter  develope r in te re st .

Accordingly, while  we be lieve th at 20% Section 8 p ro je ct s represen t sound 
so cial  and housing economics policy , the  pr io ri ty  given 20% Section  8 p ro je ct s 
should not  oenpremise standard HFA underwrit ing gu ide lines,  poli ci es  and p ra ct ic es  
based upon sound re al  es ta te  pr incipl es . Fur the r, the  requiremen t could  pre­
jud ice  some market are as with unusua lly low con stru ctio n and opera ting co st s,  
as opposed to  those  in  higher  cost areas within a st a te . This would a ff ec t the 
HFA's ab il it y  to  meet housing needs on a state wide ba si s.

HFAs could be "encouraged" to  pursue 20% Sect ion 8 proposals , bu t should 
no t be required to  give a pri ori ty  fo r those pr oj ec ts , however defi ned .

E. HUD Monitoring of  Sta te Housing Finance Agencies

The Report reocmnends th at  the  Committee conside r di re ct in g the HUD Sec reta ry 
to  es ta bl ish the  scope of  require d monitoring ac ti v it ie s . The Report does no t 
suggest th at HFAs are  unnoni bored, bu t th a t HUD has ne ithe r c la ri fi ed  i t s  monitoring
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re sp on si b il it ie s,  nor  ro ut in ized  th eir  implementation. A framework does e x is t  
fo r the mon itoring o f HFA pro je ct s.  I ts  major shortooming i s  th at  i t  has  been  
so  undefined th at  HFAs and HUD are  of te n unsure o f monitoring  requ irem ents.
A ss is ta nt Se cretary Lawrence Simons, rec ogniz ing  th is  problem, has been syste mati­
c a ll y  dev elop ing  a un if ie d and comprehensive monitoring program.

The ex iste nc e o f a general  monitoring framework h as no t pre clu ded a 
vari ety  o f sou rces fo r monitoring HFA adm inistration  o f Section  8 fund s. As 
dis cusse d e a r li e r , HUD must approve each development see kin g HFA se t- as id e funds.
This ov er sigh t extends to  review and approval o f  the  development team, s i te , re nt 
rea son abl ene ss, equ al opp ortunity program and management plan s. Fai lu re  to  
sa t is fy  any o f these  te sts  can re su lt  in  HJD's re fu sa l to  prov ide re n ta l ass is ta nce  
payments.

HFA pro je ct s are  a ls o reviewed a t  the  lo ca l le v e l pursuant to  Se ction 213 
o f the Housing and Conrounity Development A ct o f  1974. Under Secti on  213, lo c a li t ie s  
must be n oti fi ed  of  the  submission of a fe asi b le  ap pl icat io n fo r Section 8 funds 
in  th e ir  municipal  i t-y, The mu nicip al ity  i s  giv en a 30-day eminent pe rio d in  which 
the y can approve or  disap prove a pro je ct .

The Repor t a ls o dis cusses  area o ff ic e  annual rev iews o f th e op erat ion o f  
HFA developments to  ass ure  sound operati on s. This system als o guards ag ai nst  
unwarranted or  ex ce ss ive re nt  in crea se s and k eeps pro je ct s with in  i n i t i a l  cost  
containment co nt ro ls .

In ad ditio n to  au ditin g sp e c if ic  pro je ct s,  HUD has begun a se r ie s  o f  major  
HFA program au dits in  thr ee st ate s.  These au dits  not  only rev iew  fo r  conformance 
with re gu latio ns , bu t may al so  loc k fo r inc ide nces o f fraud, waste  and mismanagement. 
I t  i s  our understanding th at  a purpose o f these  recent  au dits  i s  to  devel op a 
standard  procedure to  guide the monitoring o f a l l  st a te  agencie s.

In ad dit ion  to  HUD au di ts , HFAs are ro ut in el y audit ed by q u a li fi e d  govern­
ment au ditors  pursu ant to  the in st ru ct io n o f th eir  st ate  le g is la tu re . These re ­
view s pl ay  an important ro le  as le g is la tu re s rev iew new program and/o r bond 
li m it  in cr ea se  au th or iza tio n measures and compliance wit h obje ct iv es and re str ic ti o n s 
es ta bl ishe d by st ate  law.

Belat ed ly , HFAs are monitored by Vfell Str ee t bond cou nse l and inve stment 
firm s pursuant to  se cu ri ti es law pri or to  marketing ary  bond is su e.  O f f ic ia l 
stateme nts fo r bond is su es  must make e x p li c it  di sc lo su re s cn the fi n a n cia l,  
ad minist rativ e and program accomplishments or  shortcomings o f th e HFA. C e rti fi e d  
publ ic  state ments by independent au di tin g firm s are  ins tru me nta l in  the bond 
marketing pro ces s as w el l.

HUD has in  pl ac e a framework fo r mon itoring HFAs. C la r if ic a ti o n  o f  au dit  
items and the development o f procedures to  determine compliance w i l l  g iv e d efi n i­
tion  and di re ct io n to  the exi st in g framework. This improvement w i l l  b e n fi t the 
HFAs as cu rren t HUD au di t pra ct ic es  are  freq ue nt ly  unt ime ly, c o s tl y , and 
uncoordinated.

THE FUNDING NEED AND THE AEMINI STRATTON'S FY 81 PROPOSAL

As il lu str a te d  in  Table I o f th is  statement, the  Section  8 program has 
been es ta bl ishe d as a major inducement to  the production  o f re n ta l hou sing fo r  
low and moderate income people. From the  beginning o f the  Se ction 8 program 
through FY 79, su bs id ies fo r 728,784 new or  su bs ta ntial ly  re h abil it ate d  unit s 
had been res erved.
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The P re s id e n t' s  bu dg et  re q u est  would  in c re ase  Sec ti on  8 and p u b li c  ho us in g 
ex pen diture s from $27.2  b i l l io n  in  l a s t  y e a r 's  bu dg et  to  $3 3.4 h i l l  io n , in  
te rm s o f  ho us in g u n it s , th i s  wo uld  be  an in c re a se  from 240 ,00 0 u n it s  in  FY 
80 to  280,000 — 300,000  u n it s  in  th e  P re s id e n t' s  bux lget .

T hi s "i ncr ea se " in  Sec tion  8 an d p u b li c  ho us in g u n i ts  i s  b e s t  vie we d 
in  re la ti o n sh ip  to  ho us ing ex pen diture s over  th e  l a s t  h a l f  de ca de . The 
fo llo w in g ta b le  shews th e  number  o f  ho us in g u n it s  re se rv ed  s in c e  th e  S ect io n  
8 pr og ra m 's  in ce p ti on  and  i l l u s t r a t e s  th e  a t t r i t i o n  o f  p u b li c ly  a s s is te d  
ho us ing u n it s  over  th e  p a s t 5 y ears . ~

Year U nit s Re ser ved

1975 131,444
1976 516 ,72 1
1977 388 ,413
1978 326 ,026
1979 325 ,075
1980 240 ,39 2 (e st im at e)

Even tho ugh th e  P re s id e n t' s  bu dg et  re q u est  i s  s t i l l  f a r  be low th e  
400 ,000  u n i t  fi g u re  we have  su pp or te d in  p a s t  y ea rs , we urg e th e  Sub com mittee  
to  ad opt,  as a  minimum, th e  P re s id e n t' s  cu rre n t pro posa l.  Our  p re fe re n ce  
i s  th a t  th e  Su bocnmi ttee in c re ase  th e  bu dg et  au th o ri ty  s u f f ic ie n t  to  fu nd  a  
" re a l"  300,000  u n i t  pro gram. The Sec tion  8 pro gram ha s le ver ag ed  th e  p r iv a te  
d o ll a r  to  g re a t ad va ntag e,  b u t to  co nt in ue  to  do th is  dev el oper s an d th e  
f in a n c ia l community mu st be  ab le  to  ex pe ct  a  re as ona bl e le v e l o f  fu nd in g 
from which to  draw .

We un de rs ta nd  th e  A dm in is tr a ti o n 's  and Congr ess ' conc ern ab ou t th e  
in p ac t o f  in cre ase d  fed e ra l ex pen diture s upon in f la ti o n . HFAs a re  d i r e c t ly  
im pacte d by in f la ti o n  as  ou r bon d fi nan ci ng  pro grams  ha ve  oome to  a  n ea r h a l t  
due to  v i r tu a ll y  unw orkable  in te r e s t  r a te s  in  th e  lo ng -ter m  bon d m ar ke t.  We 
do b e li ev e , hew eve r, th a t  re as on ab ly  s iz ed  a s s is te d  r e n ta l  and hem eow nership 
pro grams  sh ou ld  co ntinu e.  Vfe en ph as iz e th a t  th e  $33 .4 b i l l io n  re quest ed  by  
th e  P re s id en t would  co ve r bu dg et  o u tl ay s ove r th e  nexet 15-40 y e a rs ; only  a  
sm al l sh ar e o f  th i s  amount would  be  s pe nt  nexet year w ith l i t t l e  im pa ct  upon  
o u tl ays and th e  fe d e ra l d e f ic i t .

A dd it io nall y , d e fe rr in g  ho us in g pr od uc tion  to  a l a t e r  d a te  w i l l  r e s u l t  
in  th e  fu nd ing o f  com parable ho us ing a t  tem or rew 's h ig her c o s t le v e ls .

The FY 81 ho us ing bu dg et  mu st a ls o  be  as se ss ed  in  r e la t io n  to  th e  ho us in g 
c r i s i s  cu rr e n tl y  co nfr on ting th e  n a ti o n 's  low and  modera te income ho us eh ol ds .
As th e  pro duct io n o f marke t r a te  r e n ta l  ho us ing ha s con e to  a  v i r tu a l  s ta n d ­
s t i l l ,  low vacanc y ra te s  have  slo we d th e  f i l t r a t i o n  o f  o ld e r  r e n ta l  u n i ts  down 
throug h th e  ho us ing marke t. In f la t io n  ha s a ff e c te d  su pp ly  by  ex ee rti ng  p re ssu re s  
on some la nd lo rd s to  co nve rt  r e n ta l  u n it s  to  condominiums in  re sp on se  to  
e sc a la ti n g  oper at in g  co s ts . Because te n an t incomes have  n o t k ep t pa ce  w it h  
e sc a la ti n g  co nst ru c ti on  co sts  and  opera ti ng  c o s ts , more te n an ts  a m  pa yi ng  a 
h ig her per ce nta ge  o f th e i r  income fo r  re n t.  Many a re  sim ply un ab le  to  c o n tr a c t 
fo r  sa fe  and  sa n it a ry  ho us ing.

A CONTINUED SHARE OF SECTION 8 HOUSING FOR SENATE AGENCIES

In  p a s t y ea rs , HUD ha s st ro n g ly  encouraged  th e deve lopm en t an d gr ew th  o f  
s ta te  ho us in g fi nan ce  ag en ci es . S ta te  ho us ing fi nan ce  ag en ci es  ha ve  pr ov id ed  
one  o f  th e  m ajor  de li very  syste ms fo r  Sec tion  8 ho us in g.  In  f a c t ,  th e  ag en ci es



were th e major fa cto r in  gett in g  th e Secti on  8 program o ff  th e ground  (r es po ns ib le  
fo r 96% o f  a l l  s ta r ts  in  FY 75) and have dem ons trated continued  program su cc es s.
As i ll u s tr a te d  in  Tab le 1, as  o f th e concl usi on  o f FY 79, s ta te  housi ng  fina nc e 
agencie s were re sp on sibl e fo r 31% of a l l  Se cti on  8 new co n st ru cti cn /s ubst an ti a l 
re h ab il it a ti o n  re se rv at io ns  and 34% o f a l l  s ta r ts . Table  XX i ll u s t r a te s  th a t 
HFAs have  produced th e high es t share of Se cti on  8 fam ily  re se rv at io ns and  s ta r ts  
as  a pe rcen tag e of  th e ir  a c ti v it y  when ocnpared to  HUD and th e o v era ll  per form anc e 
o f th e Se ct ion 8 program.

In  sp it e  of th e s ta te  ag en cies ' dem ons trated a b il i ty  to  d e li ver  housing  
u n it s , th e fol low ing  ta ble  il lu s t r a te s  th a t th e nurtber of HFA new oonst ru cti cn / 
su b sta n ti a l re h ab il it a ti o n  Section  8 un it s a llocat ed  by HUD ha s been  red uce d 
co ns iderab ly  ov er  th e la s t th re e ye ar s.

FY HFA SECTION 8 NEW CONSTHDCTICHZ
SUBSTANTIAL REHAB UNITS

1978 49,000
1979 43,000
1980 30,000

Although we ar e no t re qu es tin g a st a tu to ry  se t- asi de  o f Se ct ion 8 funds 
as  we di d se ve ra l ye ar s ago, we urg e th e Subcommittee to  re in cl ud e comparable 
d ir ec tions to  those in  la s t  y e a r' s  Au thor izat ion Committee Report which con­
tin ue d th e past  pra ct ic e of in st ru c ti n g  HUD to  make a sh ar e of Se ct io n 8 fun ds 
av ai la ble  fo r u ti li z a ti o n  by s ta te  agencie s.

. . .  (T) he Carmitte e rec ogniz e (s) the s ig n if ic an t 
ro le  pla yed by s ta te  housing  fin an ce  agencie s in  
prov iding  co ns truc tion  and permanent  fin an cing  fo r  
Se cti on  8 p ro je c ts  sinc e th e program 's in ce pt io n 
. . .  the Coran itttee in s tr u c ts  HUD, to  th e ex te nt 
fe as ib le  in  li g h t o f the F is ca l Year 1980 a ll oca­
ti o n , to  continue i t s  past  p ra cti ce  o f se tt in g  asi de 
Secti on  8 funds fo r u ti li z a ti o n  by s ta te  housi ng  
fin ance  agencie s . . .  (Housing and Community Develop­
ment Amendments o f 1979, Rep ort  No. 96-1 54,  p .10 ).

This assur ance i s  necessary as  ou r s ta ff in g , ove rhead and pr od uc tio n 
plannin g ar e pr ed ic at ed  on a giv en a c ti v it y  and consi st en t fun din g le ve l.
The s ta te  agencie s ar e fi nan cia l in s ti tu ti o n s  which must know th e i r  a ll o cati o n s 
in  advance in  or de r to  pl an  e ff ec ti v e ly  and e ffi c ie n tl y .

CONCLUSION

Sta te  hou sing fin ance  agencie s have made a g re at co ntr ib ution  to  th e 
fina nc ing o f lew and no de rat e income re n ta l hou sing sto ck  of th is  coun try  
wh ile  main tainin g an indepe nde nt and eff ec ti ve  hou sing del iv er y  sys tem .

We be liev e th a t se ver al  co ns truc tiv e changes may be ne ce ssary in  the 
Se cti on  8 program to  pr eserve  what has  proven to  be an e ff ec ti v e  housi ng program 
and an e ff ec ti v e  re la tionsh ip  between s ta te  and fe der al  government.

We urg e th a t you recog niz e th e good p a rt s o f th e program du ring  yo ur  FY 81 
bud get del ib er at io ns and we w il l supp or t your e ff o rt s  to  inp rov e th e o v e ra ll  
a ss is te d  hou sing de liv er y system.
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Department of Housing and Urban Development

WITNESS

CHARLES L. EDSON, COUNSEL. NATIONAL LEASED HOUSING ASSOCI­
ATION

Mr. Boland. We welcome Mr. Charles L. Edson, Counsel, Nation­
al Leased Housing Association.

Mr. Edson. Before the Chairman leaves, let me compliment the 
report by your audit staff. You wanted a comment on it: Our 
tesitmony goes to it. I thought it was a very good, thorough,  fair 
job, and we were very, very pleased by it, as my testimony will 
indicate.

Mr. Traxler. You may proceed as you wish.
Mr. Edson. Mr. Philip Kieffer, Pres ident of our Association, 

could not be here today due to the rescheduling of this hear ing and 
asked me to give the testimony. This is a unique group in that  it 
represen ts all sorts of disciplines: developers, housing authorities , 
state housing finance agencies, Wall Street financiers, nonprofits, 
et cetera. But our focus is a very narrow one on the Section 8 
program, just  on one housing program alone.

As the gentlelady  from Louisiana might recall, during  the lobby­
ing on the 1974 bill we were extremely active on it. Mrs. Boggs and 
myself were the only people who came to the markup on time, so 
we had ample opportun ity to visit before a quorum was called. We 
are very, very much devoted to the Section 8 program, although we 
are broadening our interes t, as our te stimony  will show.

We do support the Adm inistration’s budget request of $1.55 bil­
lion in contract authority  and $33.2 billion in budget authority. We 
think it is significant tha t the Administration in submitting a 
balanced budget still came up with these figures. They are not 
budget-busting figures.

If Congress were not considering a new multifam ily housing 
program, we would also support the mix tha t the Administration 
has between Section 8 and public housing. We are devoted to the 
Section 8 program, but we have always felt ther e is a role for a 
good public housing program. We thin k the Admin istration has the 
right balance.

We think the Section 8 record is a good one. It will house 1.1 
million of the units  by the end of this Fiscal Year. Every year  I 
come before this subcommittee and I am asked: Well, how about 
family housing?

I am pleased to report  tha t last year the reservations for family 
housing were over 50 percent.

Section 8 has been more than  just  producing numbers. We think 
there is quality housing as well. You no longer can distinguish an 
assisted housing project from an unassisted housing project. That, 
indeed, was one of the goals of the program, as Mrs. Boggs will 
recall from the  discussions in 1974.

Of equal import, we think tha t the  program has really withstood 
about every study and investigation going, whether it be GAO, 
CBO, or th e HUD Inspector General. They have found the program 
to be expensive and it is going to be expensive when you house the 
lowest-income people in the highest priced housing, but they have
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not found wholesale corruption  or a badly structured program. 
These reports have gone to the administ ration of the  program.

Let me say that  the best study, as I indicated to the Chairm an, 
tha t I have seen so far, was done by your investigative staff. 
Frankly, we did not know how i t would go a t the start. We frankly 
had some trepidations at yet another  study. But we found that 
your staff  went out to the field, they talked to the developers, they 
talked  to the people adm inistering the  program, and came up with 
certainly not an uncritical job—but a very fair one.

Its findings have already been inst rumenta l in refuting a charge 
coming from another source in Congress th at somehow HUD has a 
slush fund. I t hink tha t the Chairman was very helpful in refuting 
that at the hearing last week before the other committee, and I 
agree with Mr. White’s testimony that there are so many perils in 
multifami ly development that you are natu rally going to have 
some dropout and delay. I thin k that your findings are very well 
corroborated by what  has happened in th e field.

Because we do have a lot of developer members, we were really 
intrigued by the findings in the Chap ter 4 on developers. They 
found tha t there is no evidence tha t the developers are not provid­
ing their  services at a reasonable cost.

The report refers to the established competence and professional­
ism of the developers, and  I th ink that is t rue, working with them. 
Frankly, I think being a developer is one of the  most nerve-wrack­
ing professions going. I would be neurot ic if I had to do it; I would 
never sleep a t nights if I had to be a Section 8 developer nowadays. 
I don’t care what they get; they  earn  i t, I can assure  you.

Also some good words were said about equity syndication. It was 
pointed out without syndication these projects would not be built  
because ther e is jus t not enough cash flow in it. It is a very 
realistic  report and I think it points out the proud, scandal-free 
record Section 8 has had.

However, we realize Section 8 is an expensive program. It com­
bines both the production elements of a housing program with 
what I call the welfare or income tran sfer elements. In other  
words, it subsidizes low-income people in the highest  priced hous­
ing.

Within the last 45 minutes, the  Committee on Banking, Housing 
and Urban  Affairs has reported  out the Housing and Community 
Development Act of 1980 by a  32-to-6 vote the  usual overwhelming 
vote. Included is a new housing program, a multifamily initia tive 
tha t was first surfaced by HUD but then not introduced  by the 
Departmen t it was then  resurfaced  by Senator Proxmire a couple 
of months ago in the Senate  hearings, and then  the real champion 
became Congressman Ashley in the Housing Subcommittee, which 
adopted a new multifamily middle-income program with an aver ­
age subsidy down to 7x/2 percent, and an average income limit of 
150 percent of median.

After much anguish, the National Leased Housing Association, 
which has been the trade group for the  Section 8 program alone 
and its chief spokesman, decided to wholeheartedly  support the 
program, even at the expense of Section 8 funding. We are telling  
you that  we know you are going to have to take  Section 8 funds.
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You are not going to increase the Pres iden t’s budget for this pro­
gram. There is no use kidding ourselves on that.

The substantive concerns we have with the program we have 
tried to impress on the authorizing  committee. We have had our 
usual half  success, half  failures , and hopefully by the end of the 
conference we can work out the substantive  details. We do have a 
concern on the authorization  level, and since I prepared my test i­
mony there has been a change. The subcommittee  in the House 
recommended 150,000 units  for th e program. We had qualms about 
it, but we would support that  level if ther e was a free ability of 
HUD to transfer  funds from the new program back to Section 8 
when it  appeared tha t they could not get the new program working 
next year.

The new program is really a moderate-income initiat ive, where 
they subsidize inte rest down to 7 V2 percent.

Mr. Traxler. Single-family residence?
Mr. Edson. No, multifamily.
Mr. Traxler. Multi-family?
Mr. Edson. The genesis of the new program is that both the 

Senate and House committees did studies in the field and deter­
mined that no one is building multifam ily housing—not jus t for 
low-income people, but for anyone. The private sector will not go 
into multifami ly housing because of conventional mortgages. Inter­
est rates  a re too high because of local rent  controls. All impinge on 
the developer, and the owners jus t can’t make out.

Yet, there is stil l a need for rental housing from th e very young, 
the very old, transients, jus t some people who don’t want to be 
bothered owning, and that  is why they have come up with a 
program directed to moderate-income families, or really above mod­
erate income, 150 percent of median it is a shallow subsidy jus t 
down to 7 V2 percent  interest. Rents will have to be a t that, four to 
five hundred dollars per month. It is for people in the twenty to 
thirty-five thousand dollar bracket.

Originally they had planned 150,000 units with the program, but 
the full committee adopted an amendment by Representative  
AuCoin, which cut down the units  to 40,000 for next year. I think 
very realistically they are not going to get  40,000 built,  because as I 
point out, in my prepared testimony if th is were a marathon HUD 
is no Bill Rodgers in getting  out regulations. The governmental  
process is extremely slow, so we thin k tha t substantively  ther e is 
really no harm in cutting  it to 40,000 units. The 150,000 would be 
an acceptable figure for next year, assuming HUD could get it off 
the ground, and assuming ther e was the right transfer  funds back 
to the Section 8 program.

What we would suggest to this committee, and I don’t really 
know how you do this technically,  is to grant HUD the  flexibility 
to use these funds for Section 8 if it appears that  the new program 
is not getting off the ground. We would wish that the committee 
did not have to consider this new program, and that you could s tay 
with Section 8 forever, but we are realists. We realize the concern 
with costs, and that something has to be done both to produce 
housing and to house low-income people without  exorbitan t costs.

Another component of the  authorizing  committee’s suggestion is 
tha t you increase Section 8 existing, and you will be housing more
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lower-income people than  you could even under the Preside nt’s 
budget.

We think it is a thoughtful and a good combination, and cert ain­
ly recommend it to you for your consideration. As I say, I die very 
hard, because I was probably more involved with Section 8 than 
anyone going.

Thank you very much. It is always a pleasure to appea r every 
year before this  group.

Mr. Traxler. We are always pleased to see you every year.
Mr. Edson. Every spring.
Mr. Traxler. Mr. Coughlin.
Mr. Coughlin. Thank  you, Mr. Chairman.
I jus t want to say tha t I share your enthusiasm for the Section 8 

program. This has a potentia l of being a fine program. There have 
been some concerns on the site selection crite ria tha t I have ex­
pressed from time to time during the course of these hearings. I 
wondered if you had any comment on that , the tendency to t ry and 
force the  location of assisted housing in areas it is neither needed 
nor wanted at the  expense of a reas it is both needed and wanted.

Mr. Edson. That is a tough situa tion tha t Section 8 groups are 
facing in many states both in my Montgomery County, (Maryland) 
and perhaps  in your Montgomery County, (Pennsylvania) it is a 
simila r problem. It is really rough. You don’t want to impact all 
assisted housing in one part  of town. On the other  hand, sometimes 
the people who you want to benefit don’t really want to move out 
where some of i t is being placed. It is a very, very hard thing on 
balance, although I would have to say that I think one advantage 
of Section 8 as compared to public housing is tha t it has been far 
more acceptable in suburban and othe r locations than  has public 
housing, and with more understanding, and when it is known tha t 
people in $18,000 to $20,000 income bracke ts tha t are housed under 
Section 8, somehow you are  get ting more acceptance.

You put your finger on one of the roughest problems to be 
resolved.

Mr. Coughlin. And your statement, then, is if the purpose of our 
housing program is to at least provide housing for the poorest of 
the poor, and we are having people in the $18,000 to $20,000 a year 
income brackets tha t are eligible for Section 8, that  doesn’t seem to 
be going towards tha t direction. Would you favor reducing the 
eligibility criteria  for Section 8?

Mr. Edson. Not really, for a number of reasons. Although the 
income lim it is as high as $16,000 or $18,000, the  average income is 
around 29 percent  of median, and HUD is try ing to get it up to 40 
percent of median. In other words, in fact, it has been a low-income 
occupancy, tha t the lower the income—and this is your paradox— 
the higher the cost of the program really is because the  greate r the  
subsidy has to be. I think we should probably use more Section 8 
existing for lower-income people, because the amount of subsidy 
needs to be less, and I am advocating this middle-income program, 
the new construction program for the most moderate-income 
people, again, because the subsidy gap is less.

What you can’t have is a new construction program to house the  
lowest of the low-income people and still have it be a reasonable 
cost program. You can eith er have one objective or the other. You
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cannot have both, and it is your job to balance what is more 
importan t, and I th ink tha t this new program offers the  opportuni­
ty to serve both ends.

Mr. Coughlin. Thank you, Mr. Chairman.
Mr. Traxler. Mrs. Boggs?
Mrs. Boggs. Thank  you, Mr. Chairman. It is good to see you 

again. I was pleased to hear you say that perhaps  some existing 
units should be used for the lower-income brackets.  I remember in 
1974 you were able to help us put forward assistance for substan­
tially rehabilitated units. I am happy to know you haven’t changed 
your minds.

Mr. Edson. No, we have stuck with it and it is not any elitis t 
philosophy. Why should low-income people be denied new housing? 
It is jus t a mat ter of cost for new housing. Everyone should have 
decent housing at  the lowest possible cost.

Mrs. Boggs. And oftentimes those people wish to be in the exist­
ing housing because it is more compatible to the ir way of living 
and the ir needs.

Mr. Edson. They don’t have to move.
Mrs. Boggs. And it is good housing.
Mr. Edson. They don’t have to move from the ir neighborhoods.
Mrs. Boggs. Thank you.
Mr. Edson. It is good to see you again.
Mr. Traxler. Mr. Sabo?
Mr. Sabo. Do you thin k existing units  will be available to accom­

modate th e increased assisted units  being allocated?
Mr. Edson. That  is a very fair question. I thin k that if I have 

any criticism directed to what  the Senate has done, and perhaps 
what the authorization committees have done, it is too much too 
soon. You have to get this new program going, the moderate- 
income program, to increase the stock before you can really sta rt 
relying on existing units.

The Senate staff argues that there are 26 million rental units, so 
there must be enough existing units. But I th ink  tha t most of them  
are very well occupied, and what  you would be doing by dramati­
cally increasing existing is just housing tenant s in place and they 
don’t really get bett er housing. Your criticism is a fair one and 
tha t is why I th ink we have to build up our multifam ily stock, our 
rental stock, before we do a wholesale reliance on existing.

Mr. Sabo. Thank you.
Mr. Edson. Thank you, sir.
Mr. Traxler. Thank you. It is good seeing you again.
Mr. Edson. Thank you.
[The s tatemen t follows:]
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TESTIMONY OF PHILIP J. KIEFFER,
PRESIDENT, NATIONAL LEASED HOUSING ASSOCIATION 

BEFORE THE SUBCOMMITTEE ON HUD-INDEPENDENT v AGENCIES, HOUSE COMMITTEE ON APPROPRIATIONS
Ma y 8, 1980

My name is Philip J. Kieffer, President of the National 
Leased Housing Association on whose behalf I am testifying today, 
and Executive Director of the Secaucus, New Jersey Housing Author­
ity. I am accompanied by Mr. Charles L. Edson, Lane and Edson,
P.C., Counsel for the Association.

NLHA's 700 member organizations represent all the principle 
actors in the Section 8 program— public housing authorities, state 
housing finance agencies, private developers, non-profits, invest­
ment bankers and concerned professionals. As broad as our organiza­
tion is in membership, it has been, up to this point, as narrow in 
focus— achieving a viable and meaningful Section 8 program. How­
ever, as will be developed in our testimony, by necessity our focus 
has begun to broaden beyond Section 8.

We are here today to strongly support the administration’s 
request for $1.55 billion in contract authority and $33.2 billion 
in budget authority for the subsidized housing program. Signifi­
cantly, the administration recommended these figures in presenting 
to Congress a balanced budget. Further, as the country is now 
in a deep recession in the housing and construction industry, 
it seems self-defeating to make less funds available for programs 
in which this industry is very much involved.
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How Funds Are To Be Utilized

The amount of housing funding is only the first question 
that this committee in particular and Congress in general must 
answer. The next issue is for what program the funds are to be 
expended. If Congress were not considering a new multifaraily 
housing program, we would favor the mix suggested by the administra 
tion between the public housing and Section 8 programs. In this 
regard, let us stress again that we believe that Section 8 has been 
an extremely successful program in meeting the housing needs of 
lower income families. By September 30 of this fiscal year 1.63 
million Section 8 new, rehabilitated and existing units will be 
under reservation of which over 1.1 million will be occupied. In 
regard to a proper concern of this Committee, the percentage of 
family units reserved is steadily increasing to well over 50%, even
for new and rehabilitated units.

Section 8 has been more than an quantity program; it has 
provided quality housing as well. As a result, government assisted 
housing is no longer stigmatized as being different and inferior to 
non-subsidized projects, leading to far greater acceptance of 
Section 8 in many communities than public housing. Of equal import, 
we believe that the program can— and indeed has--withstood the most 
thorough scrutiny to which any housing program has been subjected. 
The GAO, CBO, and HUD Inspector General studies of Section 8 are
too numerous to mention. While these studies indicate that because
Section 8 provides the lowest income group with new housing it is
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inherently a costly program, no study of which we are aware has 
ever indicated that the program is structurally unsound or has even 
suggested that significant abuses or corruption exist in the way 
the program is run.

Indeed, your subcommittee is responsible for one of the most 
thorough and comprehensive examinations of the program that we have 
seen to date. You performed a real public service by directing your 
Surveys and Investigations Staff to examine certain aspects of the 
Section 8 program, such as how HUD makes reservations, practices of 
state housing finance agencies, developers' profits, etc. We find 
it significant that the Staff directs its criticisms not to the 
program structure but how it is being administered by the Depart­
ment of Housing and Urban Development. We share many of these 
criticisms regarding processing, fund allocation and the like and 
have been presenting them to the Department throughout the years. 
However, in perspective, we feel that the report indicates no 
serious flaws in the program's administration, especially consider­
ing the program's complexity and the direct Federal government—  
private section interplay virtually unique among government social
programs.

We read with special interest Chapter IV on "Developers' 
Profits". The chapter presents a fair picture of the financial 
pluses and minuses of the program to the private sector. We es­
pecially concur in the conclusion that:

-3-
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"The fact that project costs are high with 
large amounts of private investment capital 
and tax shelter benefits derived does not 
necessarily mean that the services of de­
velopers are not being provided at a reason­
able cost." at p.37

1 am sure that our developer members appreciate this thought:
The established competence and professionalism 
as shown by the developers undoubtedly has 
also made some contribution to a higher level 
of effectiveness with which HUD's function 
is being performed." at p.38.

Finally, the report shows a real understanding of equity 
syndication:

"Without syndication there would be far 
fewer housing projects, since most develop­
ers are not financially able to provide 
the necessary capital it takes to build and 
maintain projects for a period of years.
"Developers are able to syndicate their 
projects because there are certain tax bene­
fits associated with Section 8 projects." 
at p.43

Hopefully, your report will end once and for all the unfounded 
accusations that somehow Section 8 is a developers' paradise; it 
rightly points out that for every project a developer gets, he 
expends great time and efforts on projects he doesn't. (See p. 
24-25) That costs are too high or amenities too great in a given 
project is a mistake which can be cured by better HUD administra­
tion.

But overall, Section 8 has had a proud, scandel-free record 
over the past six years and we think this fact should become more 
widely recognized.

-4-
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The New MultiFamily Alternative

However, we realize that Section 8 is an expensive program. 
This is true not because there is anything structurally deficient 
in Section 8, but because the program attempts to house the lowest 
income people in newly constructed and substantially rehabilitated 
housing that has to be expensive no matter how many administrative 
safeguards are involved. As its predecessors, Section 8 combines 
the twin goals of housing programs— to increase our housing stock 
and the housing of low-income people who could not otherwise 
afford decent shelter. On this very day, the Committee on Banking, 
Housing and Urban affairs is marking up this year's authorization 
bill to create a new multi-family housing program with a shallow 
subsidy with the purpose of increasing housing stock to meet the 
ever increasing needs of middle income families. To fulfill the 
other vital function, housing of low-income people, the existing 
housing program would be expanded. After much internal anguish, the 
National Leased Housing Association resolved to support the new 
program on a limited basis, even at the expense of some contract 
authority for the Section 8 program.

We do have several substantive concerns with the program which 
we are sharing with the authorizing committees. Conceptually we 
think the new program can work in meeting the needs of moderate 
income families who to this point have not been able to participate 
in the federal programs. Further, by increasing our housing stock,

-5-

63-277 0 - 8 0 - 3 2



496

all families will be benefitted as rents are a function of supply 
and demand and the new program could prove a real stimulant on the 
supply side. Finally, the sponsors of the new program would signifi­
cantly expand the Section 8 existing program to help more low-in­
come families than contemplated in the President's budget / Accord­
ingly, it cannot be said that the new program hurts the poor at the 
expense of the middle-class.

We do have a real concern about the new initiative which 
is of great relevance here— its funding level. We understand 
that the authorization bill would provide for 150,000 units under 
the new program, 30,000 of which are to be assisted under Section 
8, for the fiscal year beginning October 1. We believe this level 
to be unrealistically high. Although HUD states that it can promul­
gate regulations for the new program expeditiously, there are so 
many items of Secretarial discretion requiring prolonged review 
that we believe it will take many months for HUD to get the regula­
tions out. In any event, in the marathon of getting new programs 
started, HUD is no Bill Rodgers. Experience under both Section 236 
and Section 8 indicate that it takes up to two years to get a new 
program on track. Accordingly 150,000 units next year is too 
ambitious; we believe that a 40,000 to 50,000 level would be 
far more realistic for the year ahead. But if the new program's 
level is reduced, the funds not utilized should be restored to

Section 8.
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In the authorization bill, the Department is given the dis­
cretion to allocate funds from the new program to Section 8 new 
construction or substantial rehabilitation if it appears that the 
new program will be slow in getting started. We respectfully 
request this committee include a similar authorization in its 
appropriations bill, allowing HUD to transfer contract authority 
from the new program to Section 8 if warranted during the fiscal

year.

Thank you very much, Mr. Chairman, for allowing us to share 

our thoughts with you today.
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Veterans’ Administration

WITNESSES

ROBERT E. LYNCH, DIRECTOR, NATIONAL VETERANS AFFAIRS AND
REHABILITATION DIVISION, THE AMERICAN LEGION 

PHIL RIGGIN, DIRECTOR. LEGISLATIVE DIVISION, THE AMERICAN
LEGION

Mr. Traxler. We welcome Mr. Robert Lynch and Mr. Phil 
Riggin of The American Legion.

It is nice to have you before us this morning, as always. We will 
make your state men t par t of th e record. You may proceed as you 
wish.

Mr. Riggin. I am Phil Riggen, Deputy Director of the  Legislative 
Division, which is a change from the prepared statement. With me 
is Robert Lynch, Director of Veterans Affairs and Rehabil itation 
Division. He is prepared to present our statement, and we are  both 
prepared to respond to any questions the Subcommittee may have.

Mr. Lynch. May I say The American Legion is pleased and 
grateful for the opportuni ty to present its views to this subcommit­
tee on the subject of funding for th e programs administered  by the 
Veterans Administration, for fiscal year 1981.

At time of preparat ion of thi s statement, the President has sub­
mitted to Congress a revised budget estimate calling for budget 
authority  for the  Veterans Administration  of $22.1 billion and 
$21.3 billion in outlays. The repo rt of the  House Committee on the 
Budget calls for $21.7 billion in budget auth ority for VA, and $21.2 
billion in outlays. Alternat ively, the  House Committee on Veterans 
Affairs has estimated the needs of VA at $23.4 billion in budget 
authority  and $22.5 billion in outlays. These lat ter  figures contem­
plate what is needed to assure  full funding for veterans programs.

With reference to budget authority  and outlays, whatever is 
ultima tely agreed to by the  House, it will fall to the Appropria tions 
Committee, in the Appropriations Act, to provide the actua l funds 
for veterans programs for fiscal year 1981. Our s tatemen t is intend­
ed to emphasize to the subcommittee those areas  of the programs 
adminis tered by VA tha t The American Legion believes deserve 
the special a tten tion  of the Congress.

May we say at the outset that The American Legion, the larges t 
of all the veterans organizations, with a membership standing at 
2,650,000, and with an Auxiliary membership of 1 million women, 
thus representing nearly 4 million veterans and the ir dependents, 
stands for full funding for veterans programs.

No organization is more sensitive than is the  Legion, to the need 
for a government posture of fiscal responsibility, in these times of 
high inflation and of successive governmental fiscal deficits. V eter­
ans are  taxpayers,  just as are all other citizens.

We are aware also, tha t the Congress is subject to the interces­
sion of a myriad of specia l-interest groups, each pleading for fund­
ing for the ir special programs—most of which are no doubt worthy.

You will pardon us, however, if we insist that among all the 
special-interest groups, veterans programs are entitl ed to stand 
first in the ir claim on the attention of the Congress. Veterans are 
those men and women who have served the nation, in uniform, in
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time of war and periods of active hostili ties—in short, they  have 
defended the nation  agains t its enemies. The United State s has no 
grea ter obligation than  tha t to the men and women who have 
responded to the count ry’s call. It is a postula te that the  nation 
cannot  and must not t urn  its back on those  who have defended it— 
not if it expects an enthusiastic  response to the next national 
emergency. And, i t goes without saying that in the present state of 
international afairs, tha t emergency could well develop at any 
time.

The additional point should be made that  in the event of a total  
mobilization, many of those who served in the most recen t war, 
would be required to serve again—jus t as many World War II 
veterans were required to return  to service in the Korean War.

If the  government expects t ha t kind of patr iotism and dedication 
to the national interest from its citizens, then  it had bet ter not 
ignore them in peacetime.

All of the veterans programs that  are  now administered by the 
VA are viable programs. They were formulated with careful 
thought,  to fulfill a specific purpose. None of them are  excess or 
superfluous. Each of them functions within clearly defined cost 
para meters—and they are not excessively expensive to the nation. 
In 1976, the VA budget comprised some 5 percen t of the federal 
budget in outlays.

By fiscal year 1980 that percentage had dropped to some 3.5 
percent. If the cutbacks proposed by the Administration and the 
Committee on the Budget a re allowed to stand, the percentage will 
drop below 3.5 percent. We would be pleased to have those identify 
themselves who will say tha t 3.5 percent of the total federal budget 
is too much for this  nation to spend on its war veterans .

The effect of th e cutbacks that are  proposed will inevitably fall 
most heavily on those who are most deserving—the service dis­
abled, the survivors of those who died in war, the aged and the  ill. 
We must ask, Are these the  proper targets of the  advocates of 
fiscal restra int?

Let us now identify for the  subcommittee  some of the programs 
tha t are of the most intense concern to The American Legion, and 
respectfully urge them to the  special attention of the subcommit­
tee.

Increase  in Compensation and Dependency and Indemnity Com­
pensation.

The Adminis tration has recommended, and the  Committee on 
Veterans Affairs has  concurred in a 13 percent  increase  in compen­
sation for the service disabled and for the survivors of th e service 
deceased. The Admin istration estimates the cost of this increase at 
$923.1 million, and the Congressional Budget Office estimates $91 
million h igher than tha t.

The proposed increase would approximate the rate  of inflation 
for calendar year 1979. An increase for fiscal year  1981 would be 
consistent with simila r legislative action during  these recent years 
of perennial inflation. These beneficiaries  are those with service- 
related disabilities, including all those who were wounded in 
combat; and the survivors of those who have died as a resul t of 
military service. Few will disagree that these  have the  highest
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priority claim on the generosity of the Federal Government. The 
American Legion supports th is Administration proposal.

Increase in Eduation and Training Allowances For Vocational 
Rehabilit ation and Readjustment Programs.

The Adminis tration has recommended a 10 percent increase in 
education and train ing allowances for veterans in train ing under 
what are known as the GI bill programs (Chapter 34 of title 38 
USC). It estimates the cost of the increase at $180 million; CBO 
estimates the cost at  $91 million more than that.

To th is increase The American Legion believes should be added 
those who are in train ing in the Vocational Rehabilitation Pro­
gram (Chapter 31, 38 USC), and those in the Survivors and Depend­
ents Education Assistance Program (Chapter 35, 38 USC).

Third-Party Reimbursement.
The Administration  will submit legislation to effect what has 

become known as third-party  reimbursement—reimbursment from 
insurance carrie rs, employees, and other  non-federal sources for 
the cost of medical care and trea tme nt to vete rans with nonservice- 
connnected disabilities, this change to be effective October 1, 1980. 
The Administ ration estimates cost savings of $321 million for fiscal 
year 1981 through this measure. CBO estimates savings of about 
$200 million. The American Legion estimates there  will be no 
actual  savings during  fiscal year  1981 should the measure be en­
acted. The American Legion opposes the  measure for the  following 
reasons:

1. There is a question as to the  consti tutionality of such a meas­
ure as the Administration proposes. It involves the power of the  
government  to  manda te the  conditions  of contracts, entered into by 
private  parties—in this  case the insurer and the insured.

The Attorney  General of the United States  has issued an opinion 
tha t the measure  is in fact constitutional . The health insurance 
industry disagrees, and has promised that as soon as such a meas­
ure becomes law it will be tested in the courts. Litigation will 
inevitably be prolonged, and assuming an injunction is issued, 
there can be no cost saving during  fiscal year 1981.

2. There will be a serious problem involving the costing formula 
to be used for reimbursement to VA by the carriers . The present 
cost formulas  used by VA will be challenged. The reason for this  is 
tha t care provided by VA opera tes under d ifferent terms and condi­
tions than  those tha t apply in the private sector.

Unlike the private  sector, VA is mandated to provide a contin­
uum of care, both inpatient and outpatient.  Before being dis­
charged, the socio-economic status of the veteran must be stabi­
lized, a factor tha t extends the period of care. It is a fact tha t the 
majority of the VA beneficiaries of medical care are advanced in 
years, and poor—which complicates VAs task in serving their  
needs.

Resolving the  problem of costing formulas as between VA and 
the carriers, will involve a third  party, such as, quite possibly, the 
Public Health  Administration of the Depar tment  of Health  and 
Human Services. It is the apprehension of The American Legion 
that such outsider involvement in costing formulas will lead to 
interference into matters other than cost, such as need for care,
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eligibility and entitlemen t. The Legion is adamantly  opposed to 
involvement in these factors by any agency other than VA.

3. Establishment of third-party  reimbursem ent as law would 
change the nature  of the present program of medical care for 
veterans.

Presently, medical care is a benefit provided by th e government, 
as a direct responsibility to the service disabled, and as a gra tu­
itous benefit to the nonservice-connected, under certa in condi­
tions—all of this  in recognition of service to the nation. This bene­
fit has had the approval of the American people, acting through 
Congress, since enactment  of the World War Veterans Act of 1924. 
Through the  years, the program has been expanded and fully 
funded to meet the needs of a veteran population expanded by the 
four American wars of the Twent ieth Century. The American 
people have expressed no mandate to change or limit this benefit— 
nor have they objected to its funding.

But if third-party reimbursement becomes law, the nature  of the 
benefit will be changed from a gratuitous one to a cost-sharing 
program—the cost being shared by the beneficiary throu gh the 
premiums paid to the insurance carrier.

The people of this nation  have not indicated a desire that the 
natu re of the program be changed in this way. Vete rans object to 
such a proposal, and The American Legion is opposed to it—cate­
gorically.

Fur ther Reductions in the Medical Care Program.
The cutbacks tha t are now proposed by the Administration and 

by the Committee on the Budget will fall most heavily on the VA 
medical care program. That  program has been grieviously damaged 
by ear lier  actions of the Admin istration, and The American Legion 
submits tha t the program is not in condition to sustain any fur the r 
funding shortfalls. The most visible damage has occurred in the 
following areas of the medical care program: Staffing, operat ing 
beds, outpatient trea tment  capability, beneficiary travel , medical 
and prosthetic research, pay and allowances for h ealth care profes­
sionals and capability as a national security resource.

In fiscal year 1979, the Administra tion reduced staffing levels in 
the VA heal th care program in excess of 7,000 FTEEs. 3800 of 
those were restored in the Appropriations  Act for fiscal year 1980, 
not by recommendation of the  Administration, but by action of the 
Congress. Funding cutbacks currently proposed will resu lt in per­
sonnel losses of approximately 1.597 personnel; in addition to 
which ther e is a hiring  freeze presen tly in effect by executive 
order.

It is a posited fact that  medical care is labor intensive. Insuffi­
cient numbers of sta ff personnel make it imposible to avoid reduc­
ing the number of operat ing beds and cause reductions  in numbers  
of outpatie nt visits. With an aging veteran population, demand for 
services can only be expected to increase. The proposed reductions 
will make it impossible for VA to meet the demand. The Legion 
has information from its service offices throughout the nation  tha t 
even now, sick and disabled veterans are being refused admittance 
to hospitals and being tu rned  away from clinics.

A decade ago, VA operated 107,633 beds. Today i t operates about 
84,351 beds—a loss of 23,282 beds in 10 years. The Administration,
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in its original Budget Message in Jan uary 1980, projected closing 
an additional 1600 beds during fiscal year 1981. VAS officers have 
publicly stated VA policy to effect an additional 13,000 bed closings 
during the next seven fiscal years. This will bring operating beds to 
near 70,000—at which time the average  age of 12 million surviving 
veterans of World War II will be 65 years.

These bed reductions are so massive as to give rise  to fears of an 
Adminis tration intention to close out the system—or to merge it 
with a national health insurance program.

The American Legion objects bitt erly  to fur ther bed closings. 
What is happening now is that VA is closing beds—turn ing away 
sick veterans , leaving additional empty beds, which are then  closed 
on grounds the system is underut ilized. Catch 22.

This method if reducing the system approximates  outr ight  dis­
honesty. The honest approach would be for the Administra tion to 
state  publicly t ha t it would reduce the  system because it does not 
want to spend the money on sick and disabled veterans.

Outpatient visits for fiscal year 1981 have been projected with a 
cap of 18 million. This will not meet the  demand for visits, which is 
escalating.

The ambulatory care program was established by Public Law 93- 
82. It is a program conceived and developed by Congress, in an 
effort to provide sound medical care, on a cost-effective basis, and 
at the same time reduce the demand for inpa tien t care, which is 
more expensive. The program has achieved the congressional pur­
pose. The demand has escalated, partly as a resul t of trea ting  
veterans as outpa tient s who would otherwise be hospitalized, partly  
as a resu lt of the  aging of the veteran population, and also as a 
result of the  increase in the overall veteran population, occasioned 
by the 10 years of the Vietnam War.

Since Congress conceived and established the program, it must 
now accept the need to fund it. The increasing cost is nevertheless 
cost effective in t ha t it is achieving its intended purpose.

The escalation of the  cost of benef iciary travel is associated with 
the increase in the scope of the outpati ent treatm ent  program. 
Eligible ve terans are entitl ed by law to be re imbursed for benefici­
ary travel. Some modifications in eligibility were made in Public 
Law 96-151. Even so, the cost of benef iciary trave l increases stead­
ily-

The American Legion supports VA efforts to closely monitor 
beneficiary travel , and to require  strict management controls in 
the field. However, the cost of the program cannot  be considered 
excessive in relation to the goals achieved—limitation  of demand 
for bed care.

Curren tly, the  Administration  has placed a cap on beneficiary 
travel for fiscal year 1980. It appears funding for the program is 
about $9 million short  for fiscal year 1980. The Legion objects 
vehemently to the cap because it interferes with a statutory enti ­
tlement for eligible veterans. This is not permissible in law, and 
VA faces the likelihood of claims by eligible veterans—claims tha t 
will have to be honored.

Medical and prosthetic research  has been shortfunded for the 
past several years, and the resu lt is tha t the program has been 
seriously affected. If the trend continues, there is l ittle  prospect of
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anymore Nobel laurea tes, such as the program produced two years 
ago. Research is an essential element of the triad of veterans  
medical care—Treatm ent, Teaching and Research. The program as 
it is today will not survive essential damage to any element of the  
triad.

Here is an example of what is being done to the VA research 
program. Congress provided budget author ity of $126,447 million 
for medical and prosthetic  research for fiscal y ear 1980. Then OMB 
mandated the research program to absorb 40 percent  of the federal 
pay raise for fiscal year 1980. Since the program was marginally 
funded, it had no ability to absorb such a percentage without 
fur ther reducing the scope of the  program. To do so requires sacri­
fice of personnel or of equipment and supplies, all essential to the 
program.

The Administration’s J anu ary  Budget Message asked for budget 
authority  of $134.8 million for research for fiscal 1981, an increase 
that does not even equate the rate  of inflation. The Commission on 
Veterans Affairs projected a need for $149.1 million. The Adminis­
tra tion’s March reest imate  reduced the proposed amount of $5.3 
million.

The American Legion petitions the Subcommittee to appropria te 
a minimum of $149 million for the VA research program for fiscal 
year 1981. Anything less is going to cause essentia l damage to the 
program.

Legislation hopefully will be submi tted to the Congress by the 
Veterans Affairs Committees providing for a meaningful program 
of pay and allowances for health care professionals employed in the 
veterans health care program. The VA health care system is expe­
riencing a drain  of heal th care professionals, occasioned by inad­
equate compensation levels. If  the  drain is allowed to continue, VA 
will, in the foreseeable future, revert to the type system tha t 
predated  World War II—essentially a system for human warehous­
ing. The nation does not want  t hat , and we canno t believe Congress 
will allow it  to happen.

The American Legion has testified in support of the revised 
compensation levels the Veterans Affairs Committees are  develop­
ing. Funding of these levels is absolutely necessary. They are not 
overly generous and will not impact significantly on the federal 
budget for fiscal year 1981.

A new need for a viable VA health care program has suddenly 
become a matter  of prime importance; that is, the existence of the 
system as a national security resource.

The medical programs of the  a rmed services are not presen tly in 
a condition enabling them to cope with any significant number of 
casualt ies tha t may resu lt from the outbreak of warfare  involving 
United States  Armed Forces.

If casualties  incurred overseas were to suddenly begin retu rnin g 
to the United States, the Veterans Administration would be called 
upon immediately to assi st in caring for them.

This fact lends urgency to each of those mat ters  tha t have been 
discussed in this statement .

The American Legion urgen tly reminds the subcommittee tha t 
now is the time when Congress must take  necessary measures to 
place the nation in a posture to meet its worldwide commitments.
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Events of the day raise the ominous possibility of the commence- 
memt of hostilities. Dealing with the consequences of such a devel­
opment cannot  wait until it occurs. Expedient  measures must he 
undertaken now. One of the essential measures tha t may not be 
overlooked is medical care for those who are on the front line of 
the nation’s far-flung interests .

The American Legion is equally concerned with the welfare of 
veterans who depend on the VA health care program, and with 
tha t of the men and women who now wear the uniform and defend 
American interests at home and abroad. All of these citizens must 
be of immedia te concern to the Congress.

Mr. C hairman and members of the  subcommittee, the American 
Legion states  again that the war veterans of the  nation, and thei r 
dependents  and survivors have a priori ty claim on the atten tion 
and the resources of the Federal Government. During the time of 
the four American wars of the Twent ieth Century, “nothing was 
too good for our boys.’’ Now, the VA health  care program, especial­
ly is being shorted in the allocation of funds. That  is not fair, and 
the American Legion objects to it.

At this time, we petition the subcommittee, and through it the 
entire Congress, for full funding for veterans programs. Three and 
one half  percent  of the federal budget is not an excessive amount 
to spend on veterans.  It is in fact an irreducible minimum if the 
full range of veterans programs are to remain viable.

We say again tha t the Administ ration’s reestimated budget fig­
ures are shor t in the approximation of $1 billion, by Veterans 
Affairs Committee estimates , and the House Budget Committee’s 
estimates are about $P/2 billion short  of the  Veterans Affairs Com­
mitte e’s figures. If appropriations are  made on the basis of the 
Budget Committee’s figures, ther e will be no funds for adjustment 
of compensation, DIC and education and train ing allowances. And 
even more alarming to the Legion, there will have to be a st ringent 
shortage of funds to maintain both quality  and quantity of medical 
care.

We must say to the subcommittee, in all seriousness, tha t if that 
happens, the Congress will come to regret it. If there  is a war, the 
cost of rehab ilita ting the veterans health care program will be far 
more than it will cost to main tain it now. And we further predict 
tha t if the people observe the government turn ing its back on 
veterans of earl ier wars, in the maintenance of thei r benefit pro­
grams, there will be a measurable lessening of enthusiasm in the 
support of national policies tha t involve the risk of casualties.

In the allocation of funds for fiscal year 1981, The American 
Legion petitions the subcommittee and the Congress to place veter­
ans programs in their proper place of priority among the govern­
men t’s inte rests.

We thank the subcommittee for the opportunity to present our 
views on these important matters.

Mr. Traxler. We want  to thank you for your statement, and we 
apprec iate your appearance before the commmittee as always.

Mr. Coughlin?
Mr. Coughlin. I th ank you for your statem ent, for which we are 

very grateful.
Mr. Traxler. Mrs. Boggs?
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Mrs. Boggs. I thank you, too, very much for your statement. I 
was interes ted in the part of your statement tha t addressed itself  
to the utilization of the outpatient facilities, and the  need really  to 
be able to increase some of the  programs, both because the popula­
tion is aging among the veterans-----

Mr. Lynch. Yes.
Mrs. Boggs [continuing]. Also because the facilities are  not 

always available.
What do you think about having the building programs acceler­

ated in some way for the inpatient  hospitals as well as the  outpa­
tient  clinics?

Mr. Lynch. Mrs. Boggs, there is, of course, an increas ing need 
which we did not discuss in our statement, because we tried to 
concentrate on what seemed to be the most immediate priorities. 
The VA is facing the situat ion in which many of the ir facilities are 
aging.

As you know, many of the veterans hospitals were built  right 
after  World War II, which is 35 years ago, and in addition to tha t, 
they are still using many hospitals tha t are pre-World War II, and 
of course the re is a program for replacement of these facilities, and 
it is very important. Perhaps we should have discussed it in the 
statem ent, but I certain ly don’t want to do anything to minimize 
its importance.

It does involve capital expenditures, but it looks to the future of 
the system, and of course with the constant changes in medical 
technology, the configuration of hospitals today is nothing to what 
it was in 1945, between 1945 and 1950.

Now, you have your medical intensive-care units, your surgical 
intensive care units, your hemodialysis units, and all of these other  
things tha t are coming into medical terminology, cobalt radiation, 
and all those forms of cancer trea tme nt, and tha t sort of thing, are 
impacted on the  existing struc tures .

Mrs. Boggs. I notice tha t you were concerned about the short  
funding of the medical and prosthetic resea rch-----

Mr. Lynch. Yes.
Mrs. Boggs [continuing]. Over the last several years. I was very 

excited because I felt tha t at the beginning of the  present VA 
admin istrat ion they were concentrating on upgrading these re­
sources. You mentioned the two Nobel laurea tes, one of whom was 
in the New Orleans  VA Hospital.

Mr. Lynch. Yes indeed.
Mrs. Boggs. And some of the members and staff  will remember 

we looked into the need for expanding those facilities. His office 
was so small there was no place on the wall to hang his Nobel 
prize.

Mr. Lynch. The other one was a lady, Mrs. Boggs, Dr. Yalu, from 
the Bronx, a very good person.

Mr. Traxler. Mr. Sabo?
Mr. Sabo. I am curious about one of the  points in your testimo­

ny. This addresses compensation. My understanding is th at  the VA 
system is having a terrible time reta ining personnel. Is that accu­
rate?

Mr. Lynch. Retaining personnel?
Mr. Sabo. Yes.
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Mr. Lynch. In the medical care program, Mr. Congressman?
Mr. Sabo. Yes.
Mr. Lynch. Yes, tha t is definitely  true. I discussed the pay 

situat ion here for health-care professionals. There is legislation 
beginning to move in both houses, and we certa inly hope it will 
have the support of the  members here, because we are suffering a 
drain  from the standpoint of inability  to compete with the private 
sector.

You know there are many health care professionals t ha t a re very 
happy to work in an insti tutional setting, and because of the avail­
ability of research of the type of medicine that is performed in the 
VA system they are happy to work there, but there has to be, at 
least elementally, sufficient compensation for them to be able to 
stay in the system, and you know if the  situat ion goes on as it 
presently  is, and we continue to lose these top-quality health care 
professionals, the grea t danger that  the  Congress certa inly has to 
concern itself with is tha t the system will reve rt to what  it was 
pre-World War II, when it was, in all frankness, a human ware­
housing system for taking  care of aged veterans, and it was serv­
iced by second-class, with all due respect, mediocre quality hea lth­
care professionals who were not delivering a quality  type of medi­
cine.

This VA system, the medical care program, has been the  jewel of 
this government in the system, and I put it up against any of the 
health care activities  of th e Federa l Government, what the  VA has 
accomplished in 35 years in medical technology, in advance against 
disease and illness, the problems of the aged and aging, alcoholism, 
things of th at  kind are being taken care of in the VA, and it is a 
grea t compliment to what this government has been able to accom­
plish, but  i t is in jeopardy.

Mr. Sabo. Really, unless that problem is dealt with, the  staffing 
levels become sor t of irrelevant.

Mr. Lynch. Yes, and I don’t thin k this Congress or this govern­
ment wants to see us develop anoth er warehousing system for aged 
veterans.

Mr. Sabo. T hank you, Mr. Chairman.
Mr. Traxler. I was just  thinking  of the  situation I have encoun­

tered in my constituency, and I don’t know if any of my colleagues 
have had this experience with any of the VA medical facilities they 
may have in or near thei r districts,  and that involves the Civil 
Service comparabi lity pay scales. Mine is a heavily industrialized 
area  in some respects, and rural in others, but for the  professionals 
in the health services it is not unusual to see them paid less than 
the janito rs, because jan itors  a re very heavily paid, custodians let ’s 
call th em-----

Mr. Lynch. Right.
Mr. Traxler [continuing]. In the shops, the plants  and other 

institutions in my area. So the ir salar ies under  the  Civil Service 
regulations exceed tha t of professionals within the health care 
field.

Mr. Lynch. That  is right.
Mr. Traxler. So it is very discouraging and you see high tu rn ­

over—
Mr. Lynch. Yes.
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Mr. Traxler. [continuing]. In the nurses aides and the RNs for 
tha t reason. They just  find it very difficult to work next to a  person 
who has no formal education, and has acquired littl e job skills and 
who is being paid as much or more, as a ma tter  of fact.

Mr. Lynch. It is an almost unbelievable anomaly. You even have 
situat ions where patie nt care personnel are applying for blue collar 
jobs in the hospital because they can make more money than  they 
can working a t bedside.

Mr. Traxler. Tha t is correct.
Mr. Lynch. It is almost unbelievable.
Mr, Traxler. Tha t is right.
Mr. Lynch. It is a terrible situation.
Mr. Traxler. T hank  you very much.
Mr. Lynch. Thank you.

Department of Housing and Urban Development 
WITNESS

CARL A. S. COAN, JR., LEGISLATIVE COUNSEL, NATIONAL HOUSING
CONFERENCE

Mrs. Boggs [presiding]. Our last witness for the morning is Mr. 
Carl Coan, Legislative Counsel for the National Housing Confer­
ence.

It is nice to see you this morning.
We welcome you to the Committee to hea r your usual splendid 

testimony. We look forward to hear ing it. If you like, you may 
submit your testimony for the record and you may proceed as you 
wish.

Mr. Coan. I will summarize  most of it.
My name is Carl A. S. Coan, Jr.,  and I appear here today as 

Legislative Counsel of the National Housing Conference. Thank  
you for this opportunity to present our views on the 1981 appropri­
ations request of th e Departmen t of Housing and Urban Develop­
ment.

NHC since 1931 has worked for adequate housing and decent 
communities for all Americans. We feel that these efforts have 
supported federal programs which need to be continued, have con­
tinued  and must be continued over an extensive period of time to 
meet the nation’s housing needs. It Js in this context that we 
approach HUDs fiscal year 1981 appropriations request, and in 
effect endorse it as main taining a reasonable  level of assistance  for 
the important programs that  deal with housing and community 
development, in light of the  serious economic conditions that  pres­
ently confront the country.

Specifically, we believe it  is im portant tha t the community  devel­
opment block grant  and urban development action gra nt programs 
be continued with funding at the approximate levels proposed. We 
also endorse the  Administ ration’s announced goal to seek to pro­
vide funding for 300,000 housing units  under the Section 8 and 
public housing programs for fiscal y ear 1981, and the appropriation 
of $862 million in public housing operat ing subsidies for the  next 
fiscal year.
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IVIaintenance of these requested funding levels is especially im~ 
porta nt in light of the serious conditions confronting housing at 
this time. With interest rates  at almost record levels, the housing 
aspirat ions of all segments of our population have’ gone into a 
sharp  decline.

We need to do everything possible to mainta in our housing 
supply and increase it, especially for those of low and moderate 
income. What little  decent  housing may be available to the low and 
moderate income, at rents  anywhere near  what they can afford, 
will soon disappear entirely withou t the continuance of the assisted 
housing programs at reasonable levels.

While the 300,000 units proposed by the Administration for Sec­
tion 8 and public housing is subs tantia lly below the minimum 
400,000-unit level which NHC has urged for several years, it does 
represent a significant increase from the approximately ’ 240,000 
units expected to be made available  with this year ’s funding.

In this context I should like to address a significant variation to 
the Administration’s funding proposal for Section 8 and public 
housing during  fiscal year 1981. The Housing bills approved by 
both the Housing and Senate Banking Committees would provide 
an interest subsidy for the first 10 years  of the mortgage, with a 
phase-out of the subsidy over the next 10 to 20 years, in order 
provide housing tha t moderate and middle-income families can 
afford to rent. We endorse these efforts. There is an undeniable 
need to provide rental housing for those families who in the past 
have always been able to afford conventionally produced and fi­
nanced rental housing, but now find themselves priced out of the  
market because of inflation and astronomical interest rates. We 
are deeply concerned, however, t ha t this housing would be funded 
by shifting Section 8 funds in fiscal ye ar 1981 out of new construc­
tion and substantia l rehabilitation and into existing housing.

This would be a serious mistake at a time when there  is such a 
short supply of decent rental housing available for families of any 
income level. We urge this subcommittee to maintain the funding 
level for Section 8 and public housing requested by the Administra­
tion at the proposed mix of 60 percent  for newly constructed  and 
substantia lly rehabilita ted housing and 40 percent for existing 
housing.

We feel tha t ther e is another , more appropriate  way in which to 
fund any new multifamily  program for th e middle income, without  
increasing the Administra tion’s budget request for fiscal year 1981, 
or, for th at matt er, the House-approved budget resolution for fiscal 
year 1981.

The HUD budget request contemplates the setting  aside of $3 
billion in budget author ity, $46 million in contract authority , and 
almost $70 million in outlays to underwrite a new means of financ­
ing public housing projects. These vast sums would be needed to 
permit long-term public housing bonds to be sold to the Federal 
Financing Bank, rather  than to be sold in the tax-exempt  bond 
market as was customary from 1937 to 1973, when sales were 
temporarily suspended because of high interest rates.

Since that  time Treasury has prevented HUD from marketing 
any long-term bonds, even though interest rates  for a substantia l 
par t of that  intervening time period were low enough to justify
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such marketing. Instead, HUD has continued to roll over short­
term notes on the projects built during this period, until  it now 
finds i tself possibly running into the ceiling on the amount of those 
notes tha t can be outstanding. Treasury and OMB have used the 
potential  ceiling problem as a lever to force HUD into proposing 
tha t it shift to Federal Financing  Bank sales.

This ma tter  of inte rnal  Federal government bookkeeping would 
normally be of little concern to us or others, except for the impact 
it has on the ability to provide needed housing assistance. Three 
billion dollars in budget authority  would finance as many as 
100,000 units  of multifamily housing under the House Banking 
Committee’s proposed new multifamily program, without requiring 
any shift in the mix of the types of housing units  that could be 
assisted under Section 8 and public housing.

It is entirely inappropria te that our housing programs, and the 
nation’s efforts to deal with real housing problems, should be sub­
ordinated to the bookkeeping concerns of Treasury  and OMB. We, 
therefore,  urge this subcommittee to reject the proposed use of this 
$3 billion in budget authority  for sales of public housing bonds to 
the Federal Financing Bank and, instead, to use that budget au­
thori ty to fund assistance to provide needed rental housing for 
moderate and middle-income American families.

Another major area  of concern embraced in this yea r’s budget is 
the Administration’s proposal to set, in appropriations acts, ceilings 
for fiscal year 1981 on the amount of mortgage insurance and loan 
guarantees for the various housing programs of HUD. This would 
reinstitute a practice found w anting and abolished almost 20 years 
ago. It is a practice never considered and voted upon by th e House 
or the Senate, although ther e have been hearings by both the 
Budget and the Rules Committees in the House, a t which NHC and 
many other interested organizations have raised serious questions.

For your information, we have attached  a copy of our statement, 
dated March 27, 1980, to th e House Rules Committee on this issue.

We would like it included in the record if it is possible.
Mrs. Boggs. It will be included.
Mr. Coan. As our statement to the House Rules Committee 

indicates, we are very concerned that the  imposition of maximum 
annua l ceilings on federal loan guarantees and insur ing activities 
under the various federal housing programs would have a deleteri­
ous effect on the ability of these programs to continue  to serve 
thei r goals.

I might say, unfor tunately the people from The American Legion 
are gone, but if you carry  the proposal contained in the Adminis­
tra tion’s new credit-control budget to its logical conclusion, it 
would also require that you put maximum gua rantee limits on the 
veterans housing programs on an annual basis. Otherwise the 
whole proposal doesn’t make much sense. You can’t control only 
some programs and yet still have an effective maximum limit.

We urge the subcommittee  to reject this proposal, unt il and 
unless Congress has considered and adopted it as part of legislation 
which can be fully debated as to its separate and discrete merits.

In conclusion, we urge the  subcommittee, in considering HUD’s 
appropriations, to keep in mind tha t the need for housing tha t
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confronts our society will not go away and tha t reasonable efforts to fulfill this need will, in effect, be anti-inflationary.
It is also important tha t the  Community  Development and 

UDAG Programs be continued at reasonable levels as proposed by 
the Adminis tration, in order to perm it our cities, many of which 
are beset by the ir own severe economic problems, to m ainta in the ir 
physical well-being and thereby  the ir tax base and their economic viability.

We thank you for the opportunity to appea r today.
[The information follows:]
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1126 SIXT EE NT H ST.. NW WAS HING TO N, O.C.  20036 12021 223-4844

K tN NETH N. HYL TO N  
Chan nun of iha (k>a>d LEON N. WEINER  

P»at*dent

March 27, 1980

The Honorable Anthony Deilenson Chairman
Task Force on Federal Spending 
Limitation Proposals

Committee on Rules 
U.S. House of Representatives 
Washington, D.C. 20515 
Dear Mr. Chairman:

We should like to express the views of the National Housing Conference on H.R.6021, 11.R.6056 and similar legislation being considered by the Task Force on Federal Spending Limitation Proposals providing for credit controls through budget ceilings on Federal loan guarantee and insuring activities. We request that this statement be included in the hearing record on the bills.

To the National Housing Conference, the nation's oldest organization concerned with the availability of decent housing and good neighborhoods for all Americans, of primary interest is the deleterious impact we believe this proposal would have on future housing opportunities. We do not believe that the Federal Government's expenses and risks of loss on housing loan guarantees and insurance are of such serious proportions as to warrant the kind of far-reaching action provided for in H.R.6021. Nor do we see a threat in the future.
With respect to housing-related loans, it appears the proposal sets up a "straw man"— tho threat of a huge future financial outlay by the Federal Government--and then knocks it down by calling for the development of ceilings on that potential, theoretical loss. Thus, superficially, limits on guaranteed and insured housing loans appear fiscally wise. In practice, they are unnecessary. Rather than good governmental policy, we see them being misunderstood and misused in a way that would impair the social goal of decent, safe, and sanitary housing for all Americans. Furthermore, we believe they would exacerbate the cyclical nature of home mortgage money supplies, and thus housing production, thereby causing shortages, inflation and job instability in construction and related areas.
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Th e C o n g re ss  h a s ,  f o r  a lm o s t  f i f t y  y e a r s ,  b e e n  d e v e lo p in g  
and  f i n e - t u n i n g  p ro g ra m s d e s ig n e d  to  e n c o u ra g e  an  in c r e a s e d  
a l l o c a t i o n  o f  c a p i t a l  in v e s tm e n t  to  h o u s in g  r a t h e r  th a n  t o  o t h e r ,  
l e s s  fu n d a m e n ta l an d c r i t i c a l  s e c t o r s  o f  o u r  ec onom y. O ut o f  
t h i s  n e a r ly  o n e - h a l f  c e n tu r y  o f  d e v e lo p m e n t , th e  p r e s e n t  sy s te m  
o f  F e d e r a l  i n s u r a n c e  an d  g u a r a n t e e s  f o r  hom e m o r tg a g e  lo a n s  h a s  
e v o lv e d .  Th e r e s u l t  h a s  n o t p io v e d  f i n a n c i a l l y  b u rd enso m e to  th e  
t a x p a y e r s ;  an d h o u s in g  h a s  r e c e iv e d  an  i n c r e a s e d ,  a l th o u g h  s t i l l  
i n a d e q u a te ,  s h a r e  o f  i n v e s te d  fu n d s . I t  m ak es  no  s e n s e  to  now 
d e r a i l  t h a t  c a r e f u l l y  t h o u g h t - o u t  s y s te m  by  im p o sin g  r i g i d  c a p s  on  t h e s e  p ro g ra m s .

U nd er  th e  p r e s e n t  s y s te m , th e  b u d g e t an d a p p r o p r i a t i o n s  
p r o c e s s e s  a l r e a d y  o p e r a t e  a s  f i s c a l  c o n s t r a i n t s  on  th o s e  h o u s in g  
p ro g ra m s w hic h  in v o lv e  e x p e c te d  d i r e c t  e x p e n d i t u r e s .  D i r e c t  
lo a n s  an d a u t h o r i t y  to  e n t e r  i n t o  lo n g - te r m  c o n t r a c t s  f o r  a s s i s t e d  
h o u s in g  c o n s t r u c t i o n ,  f i n a n c e ,  m a in te n a n c e  and  o p e r a t i o n  f a l l  
u n d e r  c a r e f u l  C o n g r e s s io n a l  an d  E x e c u t iv e  B ra n ch  s c r u t i n y  an d  
a r e  s u b j e c t  to  b u d g e ta r y  c e i l i n g s .

T h a t p r o c e s s ,  in  o u r  v ie w , m or e th a n  a d e q u a t e ly  c o n t r o l s  
p o t e n t i a l  f u t u r e  e x p e n d i t u r e s  a n d , in  some w ay s , i s  f a r  m or e 
f i s c a l l y  c o n s e r v a t i v e  th a n  in  w a r r a n t e d .  In  th e  e x i s t i n g  
a p p r o p r i a t i o n s - b u d g e t  p r o c e s s  we h av e  w i tn e s s e d  m is c o n c e p t io n s  
and  o v e r - s t a t e m e n t s  o f  th e  r e a l  a n n u a l d o l l a r  c o s t  t o  th e  
g o v e rn m e n t o f  a s s i s t e d  h o u s in g ,  an d  a s  a c o n s e q u e n c e , we h av e  
s e e n  a h a rm fu l an d n e g a t iv e  r e a c t i o n .  H o u s in g  a s s i s t a n c e  l e v e l s  
h a v e  f a l l e n  f a r  be lo w  th e  n a t i o n 's  n e e d s  and  f i n a n c i a l  r e s o u r c e s .

A p a r a l l e l  f o r  th e  f u t u r e  u n d e r  l e g i s l a t i o n  su c h  a s  H .R .6 021  
may  be dra w n fr om  e x p e r i e n c e  w i th  th e  S e c t i o n  8 h o u s in g  a s s i s t a n c e  
p ro g ra m . T hose  in v o lv e d  in  th e  b u d g e t p r o c e s s ,  to  w h ic h  S e c t io n  8 
i s  s u b j e c t ,  m ust  s p e a k  in  te rm s  o f  b i l l i o n s  o f  d o l l a r s  in  
t h e o r e t i c a l  c o s t s  o v e r  th e  h y p o t h e t i c a l  l i f e  o f  th e  u n i t s  a u t h o r i z e d  t o  be a s s i s t e d  e a c h  y e a r .  T h is  co m es  a b o u t  th ro u g h  th e  p r a c t i c e  
o f  c a l c u l a t i n g  b u d g e t a u t h o r i t y  f o r  th e  S e c t i o n  8 p ro g ra m  by  
m u l t i p ly i n g  th e  f u l l  a n n u a l r e n t  f o r  a u n i t  —  fo r  w h ic h  a t e n a n t  
w i th  no  i ncom e w i l l  r e c e i v e  a s s i s t a n c e - - b y  t h e  maximum p o t e n t i a l  
te rm  o f  t h e  a s s i s t a n c e .  No o t h e r  F e d e r a l  p ro g ra m  o r  a c t i v i t y ,  
d e s p i t e  i t s  lo n g - te rm  l i f e ,  i s  t r e a t e d  in  t h i s  f a s h i o n .  Th e r e s u l t  
i s  a l a r g e  b u d g e t a u t h o r i t y  am ou nt  t h a t  s t a n d s  o u t  in  c o m p le te  
d i s p r o p o r t i o n  to  o t h e r  b u d g e t i te m s  an d  s u b j e c t s  th e  S e c t io n  8 
p ro g ra m  t o  b u d g e t- t r im m in g  a t t a c k s  t h a t  b e a r  no  r e l a t i o n s h i p  to  
a c t u a l  e x p e n d i tu r e s  in  th e  co m in g  f i s c a l  y e a r .

I f  a n n u a l  b u d g e ta r y  c e i l i n g s  w ere  p la c e d  on  a l l  F e d e r a l  lo a n  
• and  g u a r a n te e  p ro g ra m s , i n c lu d in g  h o u s in g , t h e  la w m ak ers  w ould  be  

d e a l i n g  w i th  c u m u la t iv e  f i g u r e s  in  th e  m a g n it u d e  o f  h u n d re d s  o f



billions of dollars. This highly theoretical risk of loss, based on the mistaken premise that the full amount of such insurance or guarantees will have to be paid out, could easily be misconstrued. Inescapably, the government would be exposing itself to an entirely unjustified barrage of criticism founded on astronomical, yet imaginary, numbers.
The housing mortgage insurance and guarantee system for allocating more resources to housing has an excellent record.In the few cases where there have been losses, they have occurred with housing insurance or guarantee programs targeted to certain lower income groups or geographical areas as a result of a conscious Congressional determination that special assistance is warranted. There has been no showing that this good record will change.

Whereas the present system promotes stability for housing finance, the establishment of ceilings would, by its very nature, remove that stability. The budget process must, understandably, be a slow and laborious one. It must take place far in advance of the time that it actually becomes operational. As a result, insurance and guarantee programs would no longer be able to respond to the serious fluctuations in mortgage money supplies, a problem which is unique and severely disruptive to the nation's housing supply system.
When credit supplies are tight under the present system, the government insurance and guarantee programs play an important part in countering downward cycles in the allocation of credit to housing, especially for those of modest means who must rely on the Federal programs whose downpayment requirements are much lower than those of conventional lenders at all times, and most particularly, during times of tight money. Artificial, speculatively contrived ceilings on housing guarantee and insuranc loan programs, established far in advance of any downturn, would tend to negate the usefulness of these programs as a counter­cyclical force.
The proposed controls would have an inflationary effect on interest rates because their imposition would create an artificial shortage of Federal guarantees and insurance, necessitating some sort of rationing plan during times of need. It is fundamental economics that a shortage in supply brings about increased costs.
Once the government has embarked on a rationing-t'»pe program, then a new and elaborate superstructure of regulations must be produced to assure that the limited supply of guarantees and insurance is spread evenly and equitably across the nation. Not only posing a regulatory nightmare, such a system would be disruptive to the nation's mortgage lending system, with inevitabl
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c o m p e ti ti o n , c o n f l i c t  an d c o n tr o v e rsy  o v e r  who sh o u ld  be  e n t i t l e d  
to  g u a ra n te e s  and in s u ra n c e  an d whe re  th ey  m ig h t mo ot e f f e c t i v e ly  be  em pl oy ed , b o th  g e o g ra p h ic a l ly  an d in  te rm s o f  h o u si n g  ty p e s .

F u r th e r  d i s r u p t io n s  to  o u r n a t i o n 's  r e s i d e n t i a l  m ortgag e 
f in a n c in g  sy st em  wou ld  r e s u l t  from  th o  im pact o f  t h i s  l e g i s l a t i o n  on th e  se co n d ary  m ark e t.  J u s t  a s  F e d e ra l in s u ra n c e  and g u a ra n te e s  f o r  r e s i d e n t i a l  m ort gage  lo a n s  ev o lv ed  in  re sp o n se  to  a sh o rtg a g e  o f  m ortgag e c r e d i t ,  th e  se co n d ary  m ark e t sy s te m  came  in to  b e in g  ac  a d ev ic e  fo r  im pro vin g  th e  l i q u i d i t y  o f  m ort gage  lo a n s , mak ing the m a more a t t r a c t i v e  in v e s tm e n t.  The GNMA pro gra m  o f  p ackag in g  and 
g u a ra n te e in g  in s u re d  o r  g u a ra n te e d  lo an s  wou ld  be  s e v e re ly  ha m pe re d.  GNMA'3 pr og ra m  w ou ld  f a l l  under th e  p ro p o sed  b u d g e t c e i l i n g ,  j u s t  
a s  wo uld th e  in d iv id u a l  lo a n s  p ackaged  by GNMA. As a conse quence, F e d e ra l h o u si n g  pro gra m s wou ld  bo  s u b je c t  to  d o u b le  je o p a rd y .

In  sum ma ry,  we sh o u ld  l ik e  to  r e i t e r a t e  t h a t  th e  c a r e f u l l y  d e v is e d  sy st em  f o r  a l l o c a t i n g  mo re c r e d i t  to  th e  en ha nc em en t o f  o u r  n a t i o n 's  h o u sin g  o p p o r tu n i t i e s  sh o u ld  n o t be  th e  v ic t im  o f 
su ch c o n s t r a in t s  a s  p ose d  by H.R .602 1 an d H .R .6 056 . F e d e ra l 
in su ra n c e  an d g u a ra n te e s  ha vo  pro ved  to  bo  a m odes t F e d e ra l 
in v es tm e n t w it h  o n ly  m in im al  r i s k  f o r  a c h ie v in g  on e o f  th e  mos t fu ndam en ta l o f  s o c i a l  g o a ls .

S in c e re ly

Leon N. W ei ne r 
P r e s id e n t
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Mrs. Boggs. Thank you very much. I thin k your fath er would 
approve of your testimony. There is a  long association between the 
Coan and Boggs families for improvement of housing in the United 
States.

What would be your proposal to the Treasury Department in­
stead of using the federal financing?

Mr. Coan. The problem is a problem which may occur in 1981 or 
may not, and that is tha t HUD may run  into the ceiling on its 
short- term notes tha t are outstanding a t any one time. Tha t ceiling 
can be lifted by the Pres iden t’s stroke of the  pen under  the present 
law. The ceiling is based on an expected estimated need to make 
direct loans.

In other  words, what  happens is that  the short-term notes are 
sold in the private tax-exempt municipal marke t. There is a $1.5 
billion ceiling on the amount of loans that  can be made at  any one 
time under the law. Tha t limit the  President  can lift. HUD, in 
calculating how much it can guarantee, uses an estimate of the 
amount of loans it might have to make out of those that it gua ran­
tees. Tha t estimate is 71/2 percent of total guaranteed loan out­
standing.

Actually, today it has outstanding  about $400 million in loans, 
the highest probably in history, and that  is a temporary aber ration 
that arises out of the high inte rest  rate situa tion that we a re now 
confronted with. The ceiling could be adjusted. The estim ate of 7x/2 
percent could be adjusted, on a reasonable basis without any she­
nanigans or anything else, and that  would more or less remove the 
problem entirely from fiscal year  1981, during  which may or may 
not arise, we don’t know.

The real problem is that when inte rest  rates shot up back in 
1973 and 1974, it was unfeasible to go to the market for long-term 
bonds. In 1975, 1976 and 1977 they should have gone to the  marke t. 
We are  caught up in a box of budget auth ority righ t now which, as 
far as the housing programs are  concerned, determ ines what  we 
can and can ’t do. It seems to me that we should use the budget 
auth ority which has been approved by the House to provide hous­
ing, not to go into the market with the  public housing bonds in a 
different fashion.

Mrs. Boggs. I am rerhinded tha t the Committee approved the 
tran sfer  of $2 billion in a supplemental appropriations bill.

Mr. Coan. There is still $1.2 billion then, which would still  easily 
provide what  is in the House bill for the ir new program. It is 
unfo rtunate tha t, as my President  would say and as I reflect in 
here, the  bookkeepers of the world are going to run the  substantive 
programs of the  world. It is a bookkeeping matter  as much as 
anything  else, and very frank ly it is unfor tuna te that we bleed and 
die as we did l ast year on th e Senate floor over $2 billion in budget 
authority  for the Section 8 program. It turns out we had $2 billion 
in budget authority  left over at the end of fiscal year  1979. If t ha t 
is so im portant, it should be used to  provide housing, not take  care 
of this type of expedient which has been proposed in this case.

Mrs. Boggs. Thank you.
Mr. Coan. Thank  you.
Mrs. Boggs. T hank you for your excellent testimony.
The committee will recess unti l 2 p.m. thi s afternoon.
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Afternoon  Session 
Environ men tal  P rotection Agency

WITNESSES

CHARLES R. JETER, CHIEF, WASTEWATER AND STREAM QUALITY CON­
TROL, STATE OF SOUTH CAROLINA

MICHAEL P. MAUZY, DIRECTOR, ILLINOIS ENVIRONMENTAL PROTEC­
TION AGENCY

WALTER A. LYON, DEPUTY SECRETARY FOR PLANNING, DEPARTMENT
OF ENVIRONMENTAL RESOURCES, STATE OF PENN SYLVANIA  

LOUIS J. BRIEMHURST, DEPUTY EXECUTIVE DIRECTOR, MINNESOTA
POLLUTION CONTROL AGENCY

PAUL TAURASI, NEW ENGLAND AND INTERSTATE WATER POLLUTION
CONTROL COMMISSION

ROBB SAVAGE, EXECUTIVE DIRECTOR OP1 THE ASSOCIATION

Mrs. Boggs. The Committee will come to order. We have several 
witnesses representing the Association of State and Inte rsta te 
Water Pollution Control Administrato rs. We welcome you to our 
Committee and than k you for your participation.

We know that you have submit ted some very excellent sta te­
ments, all of which will be made a part of th e record. All of you 
may summarize as you choose.

We have a llotted twenty minutes to this section of th e testimony. 
Without any fur ther input  from me or invasion of your time, Mr. 
Jete r, we would be happy to hea r from you.

Mr. J eter . I am Charles Jeter,  the Chief of Wastewater and 
Stream Quality Control in the State of South Carolina, and also 
president of the Association of State and Inte rsta te Water  Pollu­
tion Control Administra tors.

We are here today to present the views of the  Association and  to 
demonstrate by examples from our own States the need for ade­
quate and stable funding of a national water quality program.

We appreciate  the opportunity to appear before this subcommit­
tee and welcome any questions.

I would like to in troduce our colleagues with us today.
On my left here is Mike Mauzy, who is the  Director of the 

Environmental Protection Agency for the  State  of Illinois; Walte r 
Lyon, who is the Deputy Secretary for Planning, Department of 
Environmental Resources for the State of Pennsylvania; Louis 
Briemhurst, on the end down there who is the Deputy Executive 
Director, Minnesota Pollution Control Agency, State of Minnesota, 
and to his right Paul  Tauras i, who is the  Chief Engineer for the 
Construction Gran ts Program for the  S tate of Massachusetts.

Also we have with us Mrs. Robbie Savage, who is the Executive 
Director of our Association.

Each panel member is going to devote a few minutes  to certa in 
elements of funding under the Clean Water Act.

In this context  I am going to address the State  and inte rsta te 
funding support as provided under Section 106 of the Act.

Congress, in passing the Clean Water Act, stated:
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“It is the  policy of the Congress to recognize, preserve, and 
protect the  primary responsibilities and rights  of State s to prevent, 
reduce, and eliminate pollution . . . ”

Section 106 of this Act provides grants to State  and inte rsta te 
agencies to assist them in administering programs for these pur­
poses. This gra nt is the  most im portant single mechanism to imple­
ment the  goals of the Act.

Activities funded by the program are  really the heart  of the 
implementation of the clean w ater efforts.

The funds are used for the management of the National Pollu t­
ant Discharge Eliminat ion System P ermit Program;

Analyses of po llutan ts in wastewater discharges;
Enforcement;
Determining water  quality  in stream s, rivers, lakes and oceans;
Operation and maintenance evaluations and technical assistance 

on wastewate r t rea tment  facilities;
Engineer ing review of design for treatm ent  facilities to ensure 

the ir compatibility;
Predictive  analyses of fu ture  impact of proposed projects such as 

new indust ries or upgrades of municipal wastewater treatm ent  
facilities;

Emergency responses to toxic spills;
Implementation of pret rea tme nt requirements.
Since 1975 the funds for assistance to the State  and Inte rsta te 

Water Pollution Control agencies has remained almost constant. 
The proposed fiscal year 1981 level is 48.7 million. This is down 
from a high of 52.4 million in fiscal year 1978 and 1979.

The States  have historica lly contributed about twice this amount 
or $100 million. This indicates  strong State support and commit­
ment to implement Federal legislation.

Since the passage of th is Act, the States and inte rsta te agencies 
have faced skyrocketing inflation rates  and increas ing demands on 
water pollution control program requirements. You know the 
impact of inflation.

In the area  of program requi rements demands have increased 
due to factors such as:

Mandates  to control the discharges of toxic materials.
Additional requirements in monitoring, permitting,  enforcement, 

environmental analyses, and pre trea tme nt programs.
Administrative and public participation  requirements in all pro­

grams have been significant .
Actual volume of pollutants has increased due to population and 

industrial  development.
The States  are in a difficult situa tion with no real satisfactory 

options left. However, the  States  feel, as Congress directed, tha t 
they have a basic responsibil ity to administe r the Water Pollution 
Control Programs.

A recent needs survey done by EPA with State assistance shows 
clearly that the Administ ration’s proposal of 48.7 million is not 
enough to do the job as currently outlined in the  Act and Federal 
regulations. The money and the  m andates don’t match.

We respectfully request your assistance in resolving this dilem­
ma.



518

I have with me a follow-up item on the needs information tha t I 
would like to give to you, a breakdown of the cost figures tha t come 
from a fairly extensive analysis done by EPA with State  assistance 
on the needs for the program.

We feel like these needs a re responsible and rate  assessments of 
the program.

Mrs. Boggs. If you would like, they will be placed in the record.
Mr. J eter. I would like to turn the comments now over to Mike 

Mauzy from Illinois.
Mr. Mauzy. Thank  you, Charles.
Good afte rnoon, Madam Chairman and Members of the  subcom­

mittee.
I am Mike Mauzy, Director of the  Illinois Environmental Protec­

tion Agency, testifying today on beha lf of the  State of Illinois and 
the Association of State and Inters tate Water Pollution Control 
Administrators.

I appreciate the opportunity to appear before you. A written 
statement has been provided the subcommittee. In the interest of 
time I will make only brief oral remarks.

The fiscal year 1981 USEPA proposed budget is a modest request 
compared with program needs. For all State  program grants, 
except for the Hazardous Waste Program, the requested level rep­
resents a program reduction since the recommended levels do not 
provide funding required for a constant program.

In these times of economic uncerta inty  State funding of environ­
mental programs is not increasing in Illinois, and I submit our 
approach is not an exception. The fiscal year 1981 State programs 
will, therefore,  be more resource constrained and possibly smaller  
than the fiscal year 1980 programs, all this at a time when signifi­
cant and substantive questions have been raised concerning envi­
ronmental standards, requirements, and program management.

Water quality standards, pre trea tme nt requirements, non-point 
source pollution control, ozone formation and transport , acid rain, 
mobile source pollution, fugitive dust, organic contaminants in 
water supply, e t cetera, are but a few of the major program issues 
which we must yet address.

We therefore urge you to approve the USEPA budget request for 
fiscal year 1981.

The Wastewater Construction Gran ts Program is the foundation 
of the Municipal Compliance Program. This often criticized pro­
gram is seldom viewed objectively. Many studies have focused on 
selected problems identified in only a handful  of the projects, con­
clusions are  erroneously extrapolated to the enti re program.

The Council on Environm ental Quality notes tha t nationa l water 
quality has not significantly improved in the decade of the 1970s. 
This conclusion is only logical recognizing the existing level of 
public and private compliance and the improvement  in compliance 
since 1972.

Only 30 percent  of the Step 3 grant awards made since the sta rt 
of the Public Law 92-500 grant program have yielded an operable 
facility. Statis tical information is sketchy and incomplete, but at 
best 30 percent of the total national gran tees have start ed 
construction.
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However, I believe tha t less tha n 10 percen t of the  total national 
grantees with a need to expand or upgrade wastewater  facilities 
have initiated construction . Continued funding for the Grants Pro­
gram is needed to establish long needed stabil ity and continuity to 
the program for proper management, and permi t gran tees now in 
the pipeline to proceed with their projects as they plan and expect 
to do.

We urge your support for an appropriation for the Wastewater 
Construction  Grants Program at the $3.7 billion level for fiscal 
year 1981.

Thank  you for the courtesy extended to me. I would be pleased to 
respond to any questions you have concerning the writ ten sta te­
ment or other issues of concern to you.

Mrs. Boggs. Thank you; you are free to go ahead and we will 
come back to th e various questions.

Mr. Lyon. My name is Walter Lyon. I am Deputy Secre tary for 
Plann ing for the  Pennsylvania Department of Environmental Re­
sources and also serve as a member of the Board of the Association 
of State and Inters tate  Water Pollution Control Administrators.

I appreciate the opportunity to appear before you today, and I 
am going to try to focus in my summary of my sta tem ent  on the 
impact on the  business community on one element of the  106 
appropriation having to do with the NPDES permit system, which 
is a National Pollution Elimination System.

My purpose before you today is to underscore the importance of 
no reduction below the  $48.7 million proposed by the President  in 
his budget for this appropriation  to States  to carry  out the  pur­
poses of the  Federal Clean Water Act.

Inflation has reduced the purchasing power of the $48.7 million 
to $29.5 million in 1972 dollars. Additional assignments imposed by 
the 1977 amendments  to the Act have imposed an additional 
burden of $13.4 million a t a t ime when State operat ing budgets and 
this contribu tion to thi s program have risen.

This has resulted in 28,000 permits tha t are now backlogged, 
eithe r in the  form of applications for permits  which have never 
been issued under the Act, and permi ts which have expired and 
must be reissued.

Rathe r than read my detailed testimony, I will summarize for 
you, tha t the total backlog of permits is 44,000 and the cost of 
catching up tha t backlog over a three-year period using very con­
servative  figures for the time that it will take  to do tha t is $16.58 
million of Federal and State money combined.

That  is per year for a three-year period just  to catch up with tha t 
backlog. Now, 15,000 new permi ts must be issued, and the annu al 
cost of that is about $18 million or better in Federal  and State 
dollars combined.

Taking those two figures, $16.58 and $18 million, we end up with 
a total for the State  need of $34.4 million. Normally, the Federal 
share  is about  one-third. The State share has risen to two points of 
tha t cost, so the Federal share of that $34.4 million would be about 
$9 million.

The permi t program normally represents  about 12 percent of the  
106 funds, so available to us is only $5.8 million. The cost of jus t
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catching up with the backlog is about $9.31 million in Federal 
dollars.

Now, these costs relate  only to that  par t of th e NPDS program 
which deals with permit  processing. There are many others, and I 
will not list them here. They a re in my testimony.

I would like to focus on what  this does to the business climate in 
Pennsylvania and to the rest of the country.

Recent studies of att itudes by businessmen concerning plan t ex­
pansions and new plan t locations have focused not so much on the 
issue of the level of environm ental requirements, but on the busi­
nessmen’s grea test enemy, unce rtain ty. Investment  decisions are 
based upon a given set of circumstances  at a part icular point in 
time.

These circumstances and the ir relationships change over time 
and not always in predictable directions. This is especially true in 
our curre nt economic situation.

Consequently, any delays in implementing an investment  deci­
sion substantia lly increases the degree of un certa inty.  An NPDES 
program that is not functioning smoothly, and we are in serious 
trouble in this program because of the  funding, clearly delays 
investment decisions.

Delayed decisions concerning NPDES permits  also impose a 
heavy inflationary burden. Inflation is a  d irect and easily recogniz­
able cost which results form delay in implementing investment 
decisions. At our current inflation  rate , each month’s delay adds 
between 15,000 to 20,000 to the cost of a $1 million construction 
project, both private and public.

These delays also impose costs on others  in the local economy 
which would be affected by the project. Local suppliers and support 
services will not receive the benefit of increased sales and business 
activity as a result of the project.

In summary then, the success or failure by EPA and the States  
to jointly carry  out the NPDES program can act as a valve on a 
considerable amount of economic activity in this Nation. Failu re is 
likely to stifle improved productivity  and technical innovation, not 
to speak of delayed compliance with important environmental re­
quirements, which are afte r all, the goal of the Federa l Clean 
Water Act.

I underscore these mat ters  in order to highlight the impact tha t 
inadequate funding of th e 106 Program can have on the  Nation’s 
economy.

Mrs. Boggs. T hank you very much.
Mr. Coughlin, when I was here alone, there were 20 minutes  

allotted to the group. I thought I would let each of them make a 
statement and go back to questioning, if tha t is satisfac tory with 
you.

Mr. Coughlin. Absolutely.
Mr. J eter. Mr. Bre imhurst?
Mr. Breimhurst. Mr. Chairman, committee Members, I am Louis 

Breimhurst, Deputy Executive Director of the  Minnesota Pollution 
Control Agency, or MPCA.

My remarks today focus on EPA’s wate r quality  budget, but I 
would like to also briefly urge your approval of EPA’s present air
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quality  proposal and to especially urge your approval of reques ts 
for funding for hazardous waste management.

Our sensit ivity to water issues is perhaps unusually high in 
Minnesota. There  is one spot in the nor thern par t of the State  
where the three grea t continental watersheds, Mississippi, Grea t 
Lakes, and Hudson Bay, meet the divide, making Minnesota  a net 
exporter of water. Minnesota contains  over 15,000 lakes and thou ­
sands of river miles.

We have no doubt tha t fur ther  subs tanti al cuts in the EPA’s 
water budget will seriously damage our existing water pollution 
control efforts, result ing in fur ther  pollution of waters in a State 
where we have made substantia l gains in the past decade. Our 
writ ten testimony submitted earl ier indicates jus t three of the 
more remarkable  recent lake and river clean-up successes in Min­
nesota.

These success stories resu lt directly  from an integ rated  Sta te/  
Federal clean-up program. Specifically, we have requested and re­
ceived delegated EPA auth ority to administer national water dis­
charge permitting programs and wastewater treatm ent  construc ­
tion g rants programs.

Minnesota was the first State  to receive delegation to administe r 
an industria l pre trea tment program, a vital element in beginning 
to remove toxic industr ial chemicals from our waterways.

Minnesota is affected directly by EPA’s wate r appropriation in 
two key areas: First, funding related to Section 106 of the  Clean 
Water  Act provides genera l support for the most essential , basic 
water pollution control elements in our program: The discharge 
permitting  programs, compliance monitoring, and enforcement 
phases, as well as Minnesota’s highly successful hazardous spill 
control program and the previously mentioned toxic pre trea tme nt 
program.

We support the 48.7 million proposal, with the realiza tion tha t 
this represents an actual reduction afte r adjustment for inflation.

Secondly, our par tnership  with EPA has been especially effective 
in the municipal wastewater treatm ent  plan t construction gran ts 
program. As I have said, we have seen major successes in Minneso­
ta. We have been able to provide financial assistance for the new 
construction or significant  upgrading of over 200 treatm ent facili­
ties, with a net improvement to our lakes and rivers afte r decades 
of steadily increasing  degradation.

The continuation of this program is critical to Minnesota. We 
currently have 473 municipa lities either in need of funds or in 
some phase of planning, design, or construction. Because of the 
demands of the management schedule for these projects, we have 
no doubt tha t fur ther  cuts will have a sort of r ipple effect on the 
program, with the effect of delay going far deeper tha n may appear 
without careful analysis.

Combined with the recen t Admin istration deferral of 1980 funds, 
any fur ther reduction in the  appropriation would, without a doubt, 
seriously impede our mission of restoring and preserving wate r as 
a v ital resource.

In conclusion, while we are  cognizant of the fact tha t environ­
menta l agencies must share equally in budgetary belt tightening, 
we are  extremely concerned tha t EPA’s wate r quali ty budget not
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be reduced beyond the  point where we can no longer maintain our 
most basic water pollution control activities.

We therefore urge your approval of the currently proposed EPA 
appropria tion.

Thank you for hearing my concerns.
Mrs. Boggs. Thank  you very much.
Mr. J eter. Thank you.
Mr. Taurasi?
Mr. Taurasi. Mrs. Boggs, good afternoon.
I am Paul Taurasi , Chief Engineer of the Construction Grants 

Section of the Massachusetts Division of Water  Pollution Control.
I am here today s tanding  in for A1 Peloquin, Executive Secretary 

for the New England Inte rsta te Water Pollution Control Commis­
sion. A1 was unable to attend today because of a conflict with this 
rescheduled hearing date.

I would like to call your attention to two writ ten statements 
prepared on the subject of funding under  the Clean Water  Act.

The first statement dated May 8, 1980, was prepared by the New 
England Inte rsta te Water Pollution Control Commission for pres­
entation at this hearing. I understand  that copies of this  s tatemen t 
have been previously submitted to the Members of this committee.

The second statem ent dated April 29, 1980 was prepared by the 
Massachusetts  Division of Water Pollution Control and it was pre­
viously submitted to the Massachusetts Congressional Delegation 
by Governor Edward King.

I would like to submit a copy of each of these statements for your 
convenience a t this time.

Now I would like to highligh t several key points indicated in the 
two statements. These key points genera lly represent the views of 
all six New England States  and New York State.

1. We feel tha t the water  pollution control program has consist­
ently been underfunded since the enactmen t of the Clean Water 
Act in 1972.

The appropriations for the construction gran ts program have 
been much less than  authorizations the last few years. EPA’s pro­
posed fiscal year 1981 budget for construction gran ts is $3.7 billion 
which again is much less than the $5.0 billion authorization for 
fiscal year 1981.

However, we do recognize the cur ren t economic problems and 
the need for budgetary const raints and a balanced budget to help 
control inflation. For these reasons our States  genera lly support 
this EPA recommendation for the construction gran ts program.

We unders tand tha t there have been large unobligated balances 
in the construction gran ts program nationwide. However, th e New 
England States  have on the average obligated about 80 percent  of 
the ir current fiscal year 1979 allocations and all six New England 
States  will obligate thei r fiscal year 1979 balances in the next 
couple of months.

In addition to the obvious water quality  benefits, these construc­
tion grant funds provide other  economic benefits for the  States. 
Massachusetts’ share of the proposed $3.7 billion in fiscal year 1981 
funds is about $108 million and since EPA gran ts represent 75 
percent of the eligible costs of projects, this appropriation  will 
generate approximately 144 in total construction work and will
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create  approximatley  5,800 construction , engineering and related 
jobs in the State.

2. We also genera lly support the level of funding set forth in 
EPA’s fiscal ye ar 1981 budget submission for sections 208 areawide 
planning  and 314 Clean Lakes Program.

We would like to request your consideration to a slight increase  
in EPA’s budget request for the 106 program from $48.7 million to 
about $50 million. This moderate increase in section 106 funds 
could well make the difference between main taining “stat us quo” 
staffing and reducing State program staff  during fiscal year  1981. 
Because of step  increases in salaries  and the State  level of appro­
priations, some of our States are now analyzing  the poten tial of 
staff  reductions.

3. The New England region States  would like to call your att en­
tion to the recent deferral of fiscal year  1980 EPA construction 
grant funds. In an attempt to fight inflation, President Car ter 
recently  ordered a freeze on the obligation of fiscal year 1980 EPA 
construction grant funds. This action was ta ken to delay obligation 
of fiscal year 1980 funds and thereby reduce Federal  cash flow 
requirements in fiscal year 1981, a measure which would also 
contribute to balancing the Federal budget.

The freeze is expected to remain  in effect until  September 1980.
EPA has recently  instructed the States as to the timing of the 

release of the remaining fiscal year 1980 funds. The proposal calls 
for a nationwide release of $400 million on September 1, 1980, $772 
million on November 1, 1980, $830 million in Jan uary 1981, $285 
million in April 1981 and $976 million in the fourth  Federa l fiscal 
qua rter  of fiscal year 1981.

EPA has also indicated tha t the $400 million release on Septem­
ber 1, 1980 will not be given to each State according to the alloca­
tion formula but will re lease the funds on a project by project basis 
across the country giving highest prior ity to those projects which 
currently  have Federal Consent Decrees.

This would place Massachusetts and the othe r New England 
States at a bad disadvantage inasmuch as we have taken the lead 
in enforcing municipal water pollution control violations. There­
fore, almost all of our enforcement actions are by the State and not 
under  Federal Consent orders.

We therefore request your support for recognition that State  
enforcement orders receive as high a priori ty as Federa l Consent 
orders for the purpose of allocating fiscal year 1980 funds as they 
are released.

Thank you.
Mr. J eter. Madam Chairman, we appreciate the opportunity to 

be with you today.
If you have any questions, we would certa inly be willing to 

address them.
[The statements follow:]
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Statement by Charles J.  Je te r,  Pre side nt  -  AWWPCA

INTRODUCTION

The As so ciat ion o f State  and In te rs ta te  Water P o llu tion  Contro l Admin­
is tr a to rs  (ASIWPCA) is  composed o f those in d iv id u a ls  from Sta te and In te rs ta te  
Agencies th a t have the  primary re s p o n s ib il it y  fo r  the  d ir ec ti o n  o f Sta te and 
In te rs ta te  wa ter  p o llu ti o n  co ntrol programs. I t  should be emphasized th a t we 
understand the  budget constra in ts  at both the  Federal and State  le ve ls . Sta tes  
have or w il l be look ing cl ose ly  at  the  le ve l o f support ava ila b le  fo r  programs 
and are making the  same tough de cis ions  as you are  on fund ing  p r io r it ie s .  De­
ci si ons must be made on how to  ge t the  most w ith  ava ila b le  resource s. We sup­
port  an increased  commitment to  the  S ta te 's  ro le  as de fin ed  in  the  Clean Water 
Act and in  th is  tim e o f budget co nstra in ts  a s h if ti n g  o f resources to  more 
e ff e c ti ve  program approaches. Our purpose today is  to  id e n ti fy  those areas o f 
sp e c if ic  need and to  ob ta in  adequate support from  Congress. In the  co ntex t o f 
th is  in troduction  emphasis w il l be placed  on the fund ing  needs to  support  Sta te 
and In te rs ta te  wa ter  p o llu ti o n  co ntro l agencies as pro vided in  Section  106 of 
the  Clean Water Ac t.

LEGISLATIVE HISTORY

Congress, in passing  the  Fede ral Water P o llu tion  Control Act o f 1972 (Clean 
Water A c t) , stated  in  the declara tion o f goals and po lic y  th a t:  " I t  is  the  po­
li c y  o f the Congress to  recogn ize , pres erve , and p ro te ct the  prima ry resp on si­
b i l i t ie s  and ri g h ts  o f Sta tes  to  pr ev en t, reduce, and elim in ate  p o ll u t io n . . . "  
Sec tion  106 o f th is  Act  pro vid es  gran ts to  State and In te rs ta te  Agencies "t o  
ass is t them in ad min is te rin g programs fo r  the  pr ev en tio n,  re duct io n, and e lim ­
in ation o f p o ll u t io n . . . "  The Act  "autho riz ed  to  be ap prop ria ted"  60 m il li o n  
fo r  fi s c a l year  1973, 75 m il li o n  fo r  fi s c a l yea rs ending June 30, 1974, and the 
fi s c a l year ending June 30, 1975, and 100 m il li o n  per  fi s c a l year  fo r  the fi s c a l 
yea rs 1977, 1978, 1979, and 1980.

USE OF FUNDS

The basic  Section  106 gran t is  the  most im po rta nt  si ng le  mechanism to  im­
plement the goals o f the Clean Water Ac t. The gr an t is  used by Sta tes  and In te r 
sta te  Agencies fo r  programs d ic ta te d by the Act to  inclu de  the  fo llo w in g :

a) Enforcement o f delegated po rt io ns o f the Clean Water Ac t.
b) Compliance mon ito rin g o f was tewater discha rges and ambient mon ito rin g 

o f a ll  waters  to  inclu de  la bora to ry  req uirem ents.
c) Adm in is tratio n o f the Na tiona l Pollu ta nts  Discharge E lim in atio n System 

Permits  in  Sta tes  th a t have rec eived de lega tio n (33) .
d) Inspec tions  o f was tewa ter tre atmen t fa c i l i t ie s .
e) Operation  and maintenance ev alua tio ns  and tech nica l as sis tance.
f )  Water q u a li ty  management pla nn ing  to  includ e the  use o f p re d ic tive  

models to  determ ine the le ve ls  o f tre atmen t needs to  pro te ct  wa ter  
q u a li ty  and stud ies to  v e r if y  and ca lib ra te  the  models.

g) Assumption o f the  Section 404 (dredge and f i l l )  pe rm it program in  
those  Sta tes  th a t req uest de lega tio n.

h) Development o f emergency response e ff o r ts  to  re ac t qu ic k ly  to  en­
vironme nta l emergencies such as s p il ls  o f o il  or  to x ic  m ate ria ls .

i )  Implementation  o f Sta te pret reatmen t programs as requ ire d by the 
Clean Water Ac t.
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The fu nct ions li s te d  are esse n tia ll y  the  prima ry a c t iv it ie s  re qu ire d to  
implement the  pro vi si ons o f the  Clean Water Ac t. The 106 program is  the  he ar t 
o f the  implementa tion o f th is  Ac t. We have go tte n more fo r  our money ou t of 
the  fund ing  under  Section  106 than any funds pro vid ed  under oth er  pro vision s 
o f the  Clean Water Act or othe r env ironmental le g is la ti o n . I t  is  the  program 
where the  re al  day to  day, tough f ig h t  to  insu re  wa ter  q u a li ty  p ro te ct io n is  
loca ted.

FUNDING HISTORY

The Federal fund ing  fo r  106 has been as fo llo w s:
.................106................................

FY Appropria ted Obi iqated *
72 15.0 15.0
73 20.0 20.0
74 40.0 40.0
75 48.5 48.5
76 50.0 50.0
77 50.0 50.0
78 52.4 52.4
79 52.4 52.4
80 48.7

*As o f January 1, 1980 (Source-US EPA)

In a d d it io n , the  Sta tes  have h is to r ic a ll y  co ntr ib ute d on the  average 
about tw ice  the  amount as Federal funds  under th is  program. Not on ly  has 
the  support  fo r  th is  program lagged wel l below the  ra te  o f in f la t io n ,  but  
also  the  mandates under the Clean Water Act fo r  add it io na l State  a c t iv it ie s  
have increa sed dra m atica lly .

This has led to  a s it u a ti o n  where the mandates and the money don 't  match.
The Sta tes  are in  a c r is is  s it u a ti o n  w ith  no s a ti s fa c to ry  op tions  le f t .  They 
could  decide to  abandon ce rt a in  pro visi on s o f the  Ac t and reduce manpower. How­
ev er , the  State s fe e l,  as Congress d ir ec te d , th a t the y have a basic  re s p o n s ib il it y  
to  ad min is te r the  wa ter p o llu ti o n  co ntro l programs.

Table A shows the  h is to ry  o f fund ing on the  State and Federal le ve l fo r  the  
wa ter  p o ll u ti o n  co ntro l programs covered under  Section  106. Seve ral po in ts  shou ld 
be emphasized. F ir s t ,  State support is  approx imately tw ice the  Fede ral Section  106 
gr an ts . Ne xt,  Federal support  has been v ir tu a ll y  the same sin ce  1975 and in  fa c t 
decreased from FY79 to  FY80. Dur ing th is  same period, the  Sta tes  and In te rs ta te  
Agencies were faced w ith  a sk yroc ke tin g in f la t io n  ra te  and incr ea sing  demands-- 
imposed mos tly  by the  Federal government--on water  p o llu ti o n  co ntro l program re ­
quireme nts . In terms o f in f la t io n ,  i t  has been estimate d th a t the  EPA requested 
Section  106 appro pria tio n o f $48.73 m il li o n  fo r  FY81 has the  purchasing  power of  
$29 m il li o n  in  1972 d o lla rs . In the  area o f add it io na l program requ ire men ts, the 
State s have been faced  w ith  ex tens ive  enforcem ent loads to  inclu de  track in g o f 
thousands o f NPDES pe rm its  and a s ig n if ic a n t inc rea se  in  lega l ac tions, much more 
ex tens ive  f ie ld  and ana ly tica l procedures p a r t ic u la r it y  in  the  area o f to x ic  con­
t r o ls ,  complex e ff lu e n t gu id e lin es, emergency response programs, development o f 
pret reatmen t programs, and po ss ib le  Section  404 dredge and f i l l  pe rm it programs.
The adm in is tra tive  and pub lic  p a rt ic ip a ti o n  require ments associa ted w ith  a ll  these 
programs has been ex tens ive  and co s tl y . F in a ll y , w ith  a ll  these add it io na l



526

program mandates, the  to ta l cons tan t do lla rs  designated fo r  Section 106 have 
decreased.

FUNDING NEEDS

The c r it ic a l ques tion is  how much money is  necessary fo r  ap prop ria te  106 
fund ing.  Re cent ly,  EPA did  a needs an alys is  o f th is  program. In tes timony 
su pp lied to  Congress, EPA indicate d the  fo llow in g :

"T otal  Needs--By 1984, Sta tes  conse rv ative ly  es tim ate 
th a t wa ter  p o llu ti o n  co ntrol needs in  co ns tant  FYI980 
do lla rs  w il l inc rea se  from $146 m il li o n  in  FYI980 to  
$227 m il li o n . Assuming the  Fede ral pro port io na te  share 
o f the  na tio na l program remains a t the  FY 1979 le ve l 
(33%), $81 m il li o n  would be a tt ri b u ta b le  to  106."

This is  a cons erva tive es tim ate o f long -te rm  needs. We be lie ve  th a t some 
immediate r e l ie f  is  necessary  in  the Section  106 program. Supplemental in fo r ­
mation concerning a deta ile d  an alys is  o f St ate needs from the  rece nt  needs asses- 
ment done by EPA w ith  State assis tan ce  supp or t th is  po s it io n .

CONCLUSION

I t  should be emphasized th a t we understand the  fi n a n c ia l s itua tions  faced  
in  both the na tio na l and State budgets . Tough de cision s must be made and p r io ­
r it ie s  must be se t to  ge t the  most fo r  the  money. Cuts must be made in  some 
no n-es se nt ia l programs and inc reases in  oth er  programs where ju s t if ie d .  For 
these  reasons, we submit  th a t the  money needs under Section  106 have h is to r ic a ll y  
done the  most good fo r  wa ter  q u a li ty  pro te ction  fo r  minimal co sts.  The Sta tes  
are now in  a s it u a ti o n  where the mandates and money don 't  match. Wi tho ut gr ea te r 
fun din g support  in  th is  program, the  Clean Water Act pro vision s w il l su ff e r se rious  
setbacks.
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NEEDS ASSESSMENT

P ro je c ti o n s  were s o l ic i t e d  f o r  th e  fo ll o w in g  c a te g o r ie s . R esu lt s  are  

in d ic a te d  f o r  FY 79 -8 4 be lo w:

Table  1:

C at eg ory

T o ta l WQM Needs ($ 00 0)

FY 79 FY 80 FY 81 FY 82 FY 83 FY 84

C o n s tr u c ti o n  G ra nts  
Management

P o in t Sou rce P erm its

Com pl ianc e E va lu a ti o n

Enforc em en t

Gen eral  and P o in t So urce  
WQM P la nn in g

NPS P la nn in g  and 
A d m in is tr a ti o n

M o n it o r in g

M u n ic ip a l F a c i l i t ie s  
O pe ra tions  and 
M ain te nance ; T ra in in g

Emergency Response

P re tr e a tm e n t

WQM Program Management

O th er Program A c t iv i t ie s

TOTAL

17433 13217 9930 9607 9279 9313

18335 27359 39095 39755 41551 43444

14949 17334 23287 25034 26958 28801

12787 11748 15590 17779 19858 19903

10085 11538 15564 15346 16179 15986

41090 58371 76385 77559 72853 69132

34017 41012 73287 63893 61928 62535

6924 7098 9545 10719 11042 11339

3375 5269 7975 8098 8605 8977

1197 3919 7884 9104 9534 9790

8063 10400 9109 9044 9969 10132

2308 5931 6057 5719 5887 6005

170563 213196 2937 08 291657 293697 295357
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TESTIMONY

Before the Subcommittee on HUD 

and Independent Agencies 

Committee on Appro priations

U.S. House of Representatives

May 7, 1980

by

Michael P. Mauzy, Dire ctor  

I ll in o is  Environmental Prote ction  Agency 

2200 Ch urch ill Road 

S pringfie ld , I ll in o is  62706 

(217/782-9540)

I am Michael P. Mauzy, Di rector  o f the State of I ll in o is  Environmental 
Pro tec tion Agency (IEPA). The Agency, estab lished in 1970, is  respons ible  
fo r implementing programs in  a ir , noise and water po llu tion contro l, super­
vision  of  pu bl ic  water supp lies, so lid  waste disposal,  inclu ding  hazardous 
waste disposal,  underground in je ction pra ctices and mine pollu tion co nt ro l.
My testimony today is  presented as a rep resenta tive of the State  of  I ll in o is  
and as a rep res entat ive  of the Assoc iation o f State and In te rs ta te  Water 
Pol lu tio n Control Adminis tra tors (ASIWPCA). S pec if ic a lly , Associa tion  
President Charles Je ter (South Carolina) has requested th at I address con­
st ru ct io n grant program issues (Sect ions 201 and 205(g) of  the Clean Water 
Act) and needs on behalf o f the Associa tion. On beha lf of  the Assoc iation 
and mysel f, I thank the Subcommittee fo r scheduling these hearings to receive 
testimony on the fi sca l year 1981 budget fo r the United States Environmental 
Pro tec tion Agency (USEPA) and fo r offering me the oppo rtu nit y to appear before 
you.
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INTRODUCTION

The State Agency which I represent is responsible  fo r adm inis ter ing  sta te 
po llu tion  control laws and regu lat ion s and fo r working coopera tively  d ir ec tly  
with  USEPA in implementing programs under the Clean A ir  Ac t, Clean Water Act, 
Resource Conservation and Recovery Act and Safe Drinking Water Ac t. IEPA is  
a pa rt of the executive  branch o f I ll in o is  government and I am respons ible  to 
Governor Thompson.

I have been Dire ctor  of IEPA since August 1977. I have worked at  IEPA 
since 1972 in program management capacit ies  dea ling  wi th  a ll  programs o f the 
Agency. Prio r to 1972 I was employed in a major in dustr ia l fir m  fo r 20 years.
My pro fessional education is  in chemical engineering wit h degrees from 
V irg in ia  Poly technic In s ti tu te  and Un ive rs ity  of Tennessee. I am a reg istered  
pro fessional engineer in I ll in o is  and V irg in ia .

The Ass ociation of State and In te rs ta te  Water Pollu tio n Control Admin­
is tr a to rs  was formed in 1963 and is  incorporated as a non-p ro fi t organiza tion.  
The organiz ation ex ists to prov ide a forum fo r communication, cooperation and 
oth er a c ti v it ie s  of mutual in te re st to it s  membership, which includes  one 
rep resenta tive from each o f the f i f t y  sta tes, the D is tr ic t o f Columbia, three 
te r r it o r ia l and eig ht in te rs ta te  water po llu tion control agencies in the na tion. 
In ad di tio n to three nationa l o ff ic e rs , the a c ti v it ie s  of  the Associa tion  are 
conducted by a ten member Board of Dire ctors,  one from each of the ten federa l 
reg ions.

The members of  the Ass ociatio n are those individu als charged wi th day-to- 
day implementation and ad min ist ra tio n o f the na tio n's water qualit y programs 
at  the stat e,  te r r it o r ia l and in te rs ta te  le ve l. Our members know the program 
in d e ta il . They are fa m il ia r with  the pra ct ical problems of program imple­
men tation,  and they know fir stha nd  the strengths and weaknesses of  the present 
program. We continue  to be committed to the goal of  improved water qualit y 
and are fundamentally in agreement wi th the concepts and major programs of  
the Clean Water Act.

In my testimony , I w il l address (1) I ll in o is  funding needs fo r the water 
qua lit y  program under Section 106; (2) I ll in o is  funding needs and program 
issues concerning areawide waste treatment management under Section 208; (3) 
I ll in o is  funding needs and program issues of the Clean Lakes Program under 
Section 314; (4) I ll in o is  and Ass ociation needs and program issues fo r the 
cons tru ct ion grants program under T it le  I I ;  (5) I ll in o is  comments about the 
use o f in nova tiv e/a lte rn ativ e technology in the cons tru ction  grant program;
(6) I ll in o is  proposal concerning nation al water qualit y program d irection ; 
and (7) other I ll in o is  program funding needs.

SECTION 106 STATE PROGRAM GRANTS

The fisca l year 1981 budget conta ins $48,730 m ill io n  fo r grants to sta tes  
to support  the to ta l water qua lit y  program administ ra tio n (except fo r con­
st ru ct io n grants management in those states  delegated under Section 205(g )).
The amount requested fo r FY 1981 is  iden tic al  to the fi sca l year 1980 appro pri ­
at ion lev el and represents  a reduct ion of  $3.7 m il lio n  (7%) from the fisca l

2
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year 1979 funding le ve l. Fur ther reduction in  the federa l funding fo r sta te 
programs w il l cause more serious program curta ilm en ts than now planned. In 
I ll in o is ,  the impact of  fu rt her reduct ions w il l in h ib it  our a b il it y  to carry  
out present program a c ti v it ie s  to a minimal le ve l.

We a ll  know that  many forces are at  work in finan cin g the environmental  
and other government programs. For example, (1) the  need to reduce federa l 
spending; (2) lim ited state a b il it y  to increase  spending; (3) program costs 
increase each year at  a ra te  fa st er than program s im p lif ic a tion  and e f f i ­
cien cies  can be developed and implemented; and (4) the scope of  the water 
qualit y program continues to  expand through the ad di tio n o f new a c ti v it ie s  
such as advanced waste treatment reviews, in dustr ia l pret reatm ent programs, 
second round of NPDES permit  issuance, implementation of  nonpoint source 
pollu tion control programs from the Section 208 plann ing program, toxi c 
pollu ta nt mo nitoring, water qualit y standards concerns, etc.  To dismiss any 
one of  these factors or  to minimize th e ir  cumu lative  impact is  un re a lis ti c .
To fa il  to recognize the consequences, w ith in  the st ru ctur e of  the present 
law, of imposing management a c ti v it y  p r io r it iz a ti o n  w il l destroy commitment 
to and c re d it a b il it y  of  the nat ional water qua lit y  program. We must s tr ik e  
a re a li s ti c  balance between as pi ra tio n of the program as re fle cted  in the 
law, and fisca l and program re a li ti e s  which now ex is t.

Since fisca l year 1972 the I ll in o is  d irec t wate r qua lit y  program under 
Section 106 has grown from a level of $2,449.4 thousand to a fisca l year 
1980 lev el of  $4,884.4 thousand, an increase of 99% in 8 years. In fisca l 
year 1972 the program was 26% fe dera lly  funded; in fisca l year 1980, th is  
percentage was 37%. Although I ll in o is  has been delegated cons tru ction  grant 
management re sponsib ili ty  under Section 250(g) and receive fu ll  federa l funding 
fo r th is  program o f $2.1 m il lio n  in fi sca l year 1980, these funds are not 
av ai lable fo r use in  oth er program a c ti v it ie s  because of  IEPA conmitments 
given the I ll in o is  le g is la tu re  and loc al governments at the time of delega­
tion  (August 1978). A year by year summary of state program funding fo llo ws:

Federal Sources State Sources*

Fiscal Year 106 ($K’ s) 205(a)($K’ s) (S «s)
1972 646.3 1,499.7
1973 826.8 1,911.3
1974 1,175.7 2,272.6
1975 1,574.3 2,000.5
1976 1,598.0 2,324.2
1977 1,698.0 2,420.8
1978 1,952.0 (t ra ns it io n  year) 2,427.8
1979 1,952.0 2,016.0 (1 ,803.1 )
1980 1,831.0 2,100.0 2,318.6
* This data is  fo r d irec t water po llu tion control a c ti v it ie s  and does not 
inc lude lab orato ry se rv ice s, data processing or in d irect costs  a ll  of  which 
are 100% State funded. For example, in FY80 these costs were $542.9K, $191.9K, 
and $1.383.7K.
()  State  fundin g, which was reduced in FY79 under misunderstanding regarding 
maintenance o f e ff o rt  lev el requ ired  fo r 205(g) gran ts,  was subsequently 
restore d in FY80.

3
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P r io r  to  FY 1979 p re c is e  fi g u re s  on fund s expended fo r  c o n s tr u c ti o n  g ra nts  
a c t iv i t ie s  are  not re a d il y  a v a il a b le . Du rin g th e 106 fu ndin g p e ri o d , we 
est im ate  a ran ge fro m a low  o f 6 to  7% o f pe rson ne l co st s in  1972 to  a hig h o f  
30% in  FY 1976 and 1977 {.peak o b li g a ti o n  period  fo r  S ta te  fun ded g ra n t p ro je c ts )  
were  re la te d  to  co n s tr u c ti o n  gra nts  a c t iv i t ie s .  W ith  th e ad ve nt  o f  th e  20 5(g)  
de le ga tion  in  FY 197 9, appro xim ate ly  30% o f  the to ta l wate r p o ll u t io n  c o n tr o l 
prog ram  cost s ar e re la te d  to  co n s tr u c ti o n  gra n ts  and,  th u s , are fun ded fro m 
th e 2% se t asid e fro m the I l l i n o i s  a ll o tm e n t.

I wish to  s tr ess  se ve ra l m ajor  p o in ts . F i r s t ,  th e le ve l o f  fe dera l 
fu ndin g a v a il a b le  in  I l l i n o i s  has an e f fe c t  on th e le ve l o f  S ta te  fu nd in g  
a v a il a b le . In  o th e r wor ds , we ca nn ot su s ta in  th e  f u l l  burden o f j u s t i ­
f ic a t io n  fo r  th is  program a t th e S ta te  le v e l a lo ne . When fe dera l fu ndin g 
commitments s ta b il iz e  o r less en  ( J .e . ,  cu t in  fe d e ra l 106 fu ndin g fo r  FY 80 ),  
then  th e s ta te  ca nn ot  ab so rb th e loss es  due to  in f la t io n a r y  impacts and the 
cost s ass ocia te d w ith  new program demands. Any "f re e d -u p " 106 fund s re s u lt in g  
from the 20 5(g)  de le ga tion  have, a t th is  tim e , been co m ple te ly  absorbe d by 
new program  re qu ire men ts  such as p re tr ea tm en t.  Thus p o te n ti a l " t ra d e -o f fs "  
between a v a il a b le  fu ndin g sourc es  a re , in  r e a l i t y ,  seve ra ly  li m it e d .

The Section 106 wate r q u a li ty  program is  th e fo undation  o f  th e I l l i n o i s  
wate r p o ll u t io n  co n tr o l pro gram , one o f IEP A's  most e f fe c ti v e  prog rams,  and 
th is  program warrants  co ntinued fe d e ra l fi n a n c ia l support .

In summary, I support  th e requ es ted le ve l o f  fu ndin g fo r  th e Sect io n 106 
program  o f  $48,7 30 m il li o n  f o r . f is c a l  ye ar 1981 and urge  th e Congress to  
app ro p ri a te  th e requ es ted amount.  USEPA's s ta te d  in te n ti o n  to  d is co n tin ue  
d is t r ib u t io n  o f  app ro p ria te d  funds in  acco rda nce w it h  th e a ll o c a t io n  fo rm ula  
in  40 CFR 35 .55 3 e f fe c ti v e  w it h  f is c a l ye ar 1981 fun ds w i l l  c re a te  a d d it io n a l 
fu ndin g u n c e rt a in ty  fo r  s ta te s . The requ es ted le v e l o f  fu ndin g in  r e a l i t y  
re pre se nts  a prog ram  re duc tion  un less  program cost incr ea se s ar e made up 
fro m s ta te  re sourc es, an u n li k e ly  s it u a t io n  in  I l l i n o i s .

AREAWIDE WASTE TREATMENT MANAGEMENT - SECTION 208

The area wide  waste  trea tm ent management program under Sect io n 208 o f the 
Clean Wa ter  Act  is  an im port an t component o f  th e n a tio na l wate r q u a li ty  
progra m. A comp rehens ive  assessment o f  th e I l l i n o i s  program and s ta tu s  was 
pres en ted on Ju ly  11 , 1979 to  th e Subcommit tee  on O ve rs ig ht and Review Com­
m it te e  on P ub lic  Works and T ra n sp o rt a ti o n . In  th e in te re s t  o f  b re v it y ,  I 
w i l l  not expand fu r th e r  on th e im por ta nce , sc op e,  natu re  and prob lem s o f  th is  
program.

I l l i n o i s  su ppor ts  fu ndin g fo r  a co n ti n u a ti o n  o f  th is  program in  f is c a l 
year 1981 a t th e USEPA re quest  le v e l o f  $34.0  m il l io n ,  a de cre ase o f  9.4%.
We plan  to  support  fu ndin g fo r  a c o n ti n u a ti o n  o f  th is  program in  f is c a l ye ar 
1982 and 1983;  howe ver, a t th e conclu s io n  o f  th e work elem en ts and a c t iv i t y  
fun ded in  f is c a l year 198 3, fe d e ra l in te re s t  in  th is  program sh ou ld  d e c lin e  
and no fu r th e r  fe dera l fu ndin g fo r  co n ti n u a ti o n  sh ou ld  be so ug ht  o r  appro ved.

In  f is c a l ye ars  1981 and 1982 th e 208 prog ram  a c t iv i t ie s  and p r io r i t ie s  
sh ou ld not be li m it e d  to  e x c lu s iv e ly  nonpo in t so urce  pr ob lems.  The nonpoin t 
sourc es  o f  p o ll u t io n  ar e im port an t and le ss  is  known ab ou t th e e ff e c ti ve n e ss
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and cost of various options  fo r contro l; th ere fo re , they must remain a 
p r io r it y  fo r study under Section 208 planning programs. The high p r io r it y  
Il li n o is  a c ti v it ie s  ca rried  out under Sect ion 208 are:

1. Development and implementation of programs to deal with surface 
water qua lit y impacts from urban stormwater, and sediment from 
both agricu ltura l and cons tru cti on  a c ti v it y .

2. Proper disposal methods fo r po llu tion  contr ol res idu als  to 
preclude recontam inat ion o f surface or  groundwater.

3. Groundwater contamination sources and an evaluation of re la ti ve  
po llu tion po tent ia l from such sources.

Of equal p r io r it y , however, should be a new nationa l p ri o r it y  to review 
and examine the adequacy, v a li d it y  and a tt a in a b il it y  of  sta te  water qualit y 
standards. Both scope and str ingency of po in t source and nonpoint source 
control measures are determined by water qua lit y  standards. The conc luding 
two years of the f i r s t  decade under the Clean Water Act are ap prop ria te ly 
devoted to a thorough re-examination o f the tec hn ica l and socioeconomic 
basis fo r water qua lit y standards - -  a ft e r a l l ,  these standards w il l prov ide 
the foundation to  the program through most of  the 1980 's.

Although not much has been discussed wi th  regard to approp ria tion fo r 
the Rural Clean Water Program under Sect ion 208(j )( 9 ),  I ll in o is  supports a 
continuation o f th is  extremely important program to reduce eros ion from 
agricu ltu ra l a c ti v it y . This program must move forward. The controversy  
concerning the Rural Clean Water Program under the Clean Water Act as opposed 
to a restructu red program in other le g is la tion  needs to be resolved and a 
con tinuing program estab lished. I ll in o is  wants , needs and supports an 
aggress ive,  e ffective  program inclu ding  federa l cost sharing fo r the pre­
vention of erosion from agricu ltura l lands.  In fisca l year 1981 the State  
plans in it ia t io n  of  a separate, para lle l program to complement the an tic­
ipated federa l program so that  progress in reso lving  th is  important water 
qua lit y and land stewardship program can be expedited in I ll in o is .

SECTION 314 CLEAN LAKES PROGRAM

Section 314 of  the Act estab lishes a gran ts program to deal wi th  water 
qualit y problems impacting lakes, an important pa rt o f the aquatic  ecosystem, 
Although th is  prov ision  of  the Act has not rece ived high USEPA program p r i­
o ri ty  assigned oth er a c ti v it ie s , the lakes program is  important and progress 
has been made.

USEPA has provided lim ited gra nt ass istance to sta tes  in fisca l years 
1979 and 1980 to expedite development and implementation of lake  c la ss if ic a ­
tion procedures. We expect these funds to term inate in fi sca l year 1980 and 
we be lieve our lake c la ss if ic a tion  work should be completed by th at time.
In I ll in o is ,  th is  fund ing has enabled our program to make more progress than 
would have otherwise been possible . Following a c la ss if ic a tion  system fo r 
lakes to enable systemat ic id e n ti fi ca tio n  of the most serious problems, the 
Phase I (pla nning) and Phase I I  (imp lementat ion) approach to de fin ing and 
res olv ing  problems wi th  sp eci fic  lakes is  a well reasoned process, inclu ding
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the d if fe re n t cos t share rate s set fo r each phase o f a c ti v it y .

Lake re st or at ion is  an immense undertaking which c le arly  cannot be 
addressed to a s ig n if ic an t extent on a nationa l basis wi th  h is to ri c  or  
requested leve l of  funding. For th is  reason I ll in o is  advocates an approach 
to focus av ai lable funding on measures and management programs needed to 
preserve pre sent ly high qualit y lakes which can be id en ti fi ed  in  each 
state.  H is to ri ca lly  th is  program has de al t with  implementing measures to 
res tore already degraded lake  systems ra ther  than a program to preserve 
present high qua lit y  lakes sub ject to degradation. With such suggested 
ta rg et  fundin g, degradation of  lake assets can be slowed or stopped as a 
f i r s t  p r io r it y . Lake restorat ion programs could  proceed as a second 
p ri o r it y  as resources allo w.

Requested funding fo r th is  program in fi sca l year 1981 is  $13.5 m il li o n , 
a decrease of 10% from the fisca l year 1980 leve l of  funding. Although 
I ll in o is  does net possess many natural high qua lit y  lakes of g la cial o rig in  --  
most of our lakes are manmade impoundments and natura l ri verine  system back­
water lakes - -  we do support the requested fund ing fo r continuation  o f the 
Clean Lakes program.

TITLE I I  CONSTRUCTION GRANTS PROGRAM

The cons tru ction  gran ts program under T it le  I I  o f the Clean Water Act 
provides fin anci al ass istance to loca l governments to expand capacity and 
where necessary upgrade the level o f wastewater treatment to achieve com­
pliance  wi th  the requirements of the nationa l water qua lit y  program. This 
cos t share program is  indispensable to the achievement of  the ob jec tives  
of the water qua lit y program and is  the foundat ion upon which the loca l 
government compliance strate gy  and program is  developed. Only a su perf ic ia l 
review of compliance sta tus  data from USEPA and the sta tes  shows that  the 
pu bl ic secto r is  not making progress toward the nationa l ob ject ives  as 
ra pid ly  as is  the pr ivate secto r. This delay is  in large pa rt a re su lt  of  
the nature of the cons tru ction  gran ts program - -  spec if ic a lly  the very 
complex, time consuming requirements and fund ing un ce rta in ty .

The cons tru ction  grant program is  also necessary to provide fu tu re  
fin ancial  se lf -s u ff ic ie ncy  of wastewater trea tment in  the na tio n.  Through 
th is  program, loc al governments are assis ted  fi n a n c ia ll y  now and are re­
quired to adopt programs to assure the fu tu re  revenues needed fo r longer 
term ope rat ion  and management (in clud ing replacement) o f present treatment 
works. These purposes suggest th at the cons tru cti on  grants program is an 
investment program wi th  a high leve l (75%) of  federa l pa rt ic ip a tion .

ASIWPCA and the State o f I ll in o is  urges the Congress to appro priate  the 
requested $3.7 b il li o n  to continue the cons tru ction  grants program in  fisca l 
year 1981. In most sta tes  projec ts are cu rrently  backlogged or  are being 
designed to use at  leas t th is  leve l of fun ding. Program momentum is  bu ild ing 
in a ll  states , re su lti ng in more projec ts ready fo r cons tru ction  during the 
ob lig atio n period provided fo r fi sca l year 1981 funds . Local governments are 
depending on an adequate level of  funding fo r projec t implementation . The 
requested lev el of  funding, in terms of po llu tion  abatement achieved, repre­
sents a reduct ion  of 3-5% from the fisca l year 1980 program.
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We also urge the Congress to discontinue the request that  the EPA 
Adminis tra tor  personally approve projec ts with  incremental ca pi ta l costs 
fo r treatment leve ls beyond secondary, p ri o r to these pro jec ts advancing 
in the program. We have responded to these Congressional concerns 
through program changes. We now need to be allowed to continue wit h 
implementation of  these management changes in a more e ff ic ie n t way, unen­
cumbered by such co ns traint s.  Cer ta in ly Congress should maintain th e ir  
in te re st  in the qua lit y  and cost o f pro je ct s;  however, we need not place 
fu rther delays in the system nor cause the cost of funded projec ts to 
increase fo r such a review process.

Since the 1977 amendments, the cons tru cti on  grant program has been the 
sub ject of  inten sive  study and evalu ation  (General Accounting O ff ice, 
Congressional committees, in te re st groups, USEPA, sta te  o f f ic ia ls ) .  Each 
of these reviews has been a well inten tioned e ff o r t to improve the qualit y 
of pro jec ts and the ad min ist ra tio n o f the program; however, each study has 
id en ti fied  and focused at tent ion on specif ic  problems, undesirable  prac ­
ti ces, inadequate management and contro l, and oth er types of de fic ienc ies.
Each study has presented case h is to ries of sp ecif ic  projec ts to demonstrate 
a part ic u la r de fic ienc y.  A ll th is  in te re st and a c ti v it y  has led to emergence 
of  a negative a tt itude  by many concerning the need fo r , value o f and ju s t i ­
fica tion  fo r the program. Let us put the re su lts  in to  a proper perspective . 
For example:

1. Most projec ts in the program are good projec ts which w il l re su lt  in 
improved water qua lit y . The vast m ajor ity  o f the pro jec ts cannot be used as 
examples to demonstrate fa ilu re  of the process.

2. Most pro jec ts in the program are cost e ffec tive , meeting loc al needs, 
and implementation is broadly supported at  the loc al le ve l.

3. E fforts by program managers (federa l, sta te  and lo cal)  to  improve 
the program, it s  re su lts , process and tim el ine ss  should be viewed as a 
normal refinement process. In a program the size o f the grants program, 
the Congress should expect and demand a continu ing  e ff o rt  to improve the 
program performance and it s  opera tion. The re su lts  of th is  a c ti v it y  should 
not be viewed nega tively  but ra ther  as a pos iti ve  indica tio n of  the suppor t, 
in te re st  and dedic ation  to improve the grants program to assure that  i t  
re ta ins it s  v i ta l it y  and v ia b il it y .

Since PL 92-500, only  30% of the Step 3 cons tru ction  gra nt awards have 
resulted  in ope rating treatmen t works. Use o f "horror stories"  re su lti ng 
from the previous,  less demanding gran ts program is  an in va lid  comparison.
To expect s ig n if ic an t and demonstrated water qua lit y  improvement except in 
loca lized  areas is  unfa ir  when 70% of the cons truction  underway is  not ye t 
complete and when the major ity  of the programs to be implemented are in  
planning and design. We must be reasonable in expecta tion and responsib le 
in analyses of the value of the program.

In November 1979 testimony , Ad minis tra tor  Costle advised Congress that  
seven to nine years from in it ia ti o n  o f plann ing to in it ia ti o n  of ope ration 
of constructed  fa c il it ie s  was the experience fo r an average pr ojec t in the 
cons truction  gra nt program. No be tter  d irect in d icato r of  the complex ity 
of the program can be presented. Those projec ts to be funded with  fisca l
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year 1981 approp ria tions  on the average began plann ing in the 1975-76 period. 
The grantee is  depending on continued Congressional commitment (.including 
ap prop ria tions ) to the program. ASIWPCA recommendations have been submitted 
to USEPA to stre amline  and expedite the grant process. Other groups share a 
concern wi th the program comp lexity and have also  made recommendations to 
USEPA. By working tog eth er,  we can, must and w il l decrease the time required 
fo r loc al governments to make progress in the program.

Because o f the complexity  of  the process and the long time necessary to 
develop a pr ojec t fo r cons tru ct ion,  the program must be managed; however, 
proper management can be done only so long as the process is  pred ictab le and 
stab le. An analy sis  of USEPA inform ation published in March 1980 ind ica tes  
th at since incep tion o f the PL 92-500 cons tru ction  grant program 37% of  the 
Step 1 projec ts have been completed, 58% of  the Step 2 proje cts  have been 
completed, only 30% of the Step 3 projec ts have been completed, and 25% of  
the Step 4 projec ts have been completed (a ll  since  combined Step 2 and 3 
grants were author ized  by the 1977 amendments). Further analysis  suggests 
th at Step 1 grants represent 45% of a ll  grants awards since  PL 92-500, 
account fo r 3.5% of a ll  funds ob ligate d and requ ire  on the average 40-45% 
of  the to ta l projec t time. On the othe r hand Step 3 grants represent 21% 
of a ll  grant awards since PL 92-500, account fo r 90.3% of  a ll  funds ob ligate d 
and req uire on the average 30-35% of the to ta l projec t time . More time is 
required to plan than to cons tru ct!  The large  fin ancial  commitments are 
needed at  the cons truction  phase (Step 3) . The success in completing the 
prereq uisi te  Step 1 and Step 2 a c ti v it ie s  depends, in part , upon the 
di ligen ce  with  which the a c ti v it ie s  are pursued by the gran tee,  consult ing  
engineer, the state and USEPA. Why hur ry up, only to wa it fo r federa l 
funding, pa rt ic u la rl y  in these times of over 12% increases in cons tru ction  
costs and at leas t 9% in te re st  rate s fo r municipa l bonds to finance  the 
loc al share? The incentives are to those who delay. These factors combine 
to make the program more uncer tain  and almost str uc tures a program which 
defies lo gical management e ff o rt s .

The funding his to ry  of  the program d ir e c tl y  shows the lev el of  un ce rta int y 
and it s  impact on ob lig at ions  which are necessary prereq uisi tes to pr ojec t 
implementation.

Fiscal year Program Funding 
B il li o n  $

Funds Obligated 
B il li o n  $

1973 2.000 1.532
1974 3.000 1 .444
1975 4.000 3.616
1976 9.000 4.814
1977 1 .480 6.664
1978 4.500 2.301
1979 4.200 3.872
1980 3.400
1981 3.700(7) -
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ASIWPCA, the National Governors' Assoc iation and othe rs have recommended 
procedures to provide s ta b il it y  or  "pred ictab len ess" of funding. These 
include  "year ahead" ap prop ria tio n,  co nt ract  auth ori ty  and other systems to 
signal the level of fu tu re  year funds to be av ai lable.  This info rmation 
could be used in day to day program management decisions and a c ti v it ie s  to 
coordinate the pace and schedule of pro je ct  development wi th  expected 
resource le ve ls . In my op in ion , the goal should be to manage the program 
such that  when proje cts  are ready.and approyed to advance in to  the next step 
of  the grant process, such ac tion takes place in a tim ely way unencumbered 
by unava ila b ili ty  of funds.

Reaction among sta te  ad minist ra tors  to the rece nt ly announced de fer ral  
of  ob lig at ion of  fisca l year 1980 funds is  mixed. We support e ff o rt s  to 
control in fl a ti o n  and to balance the federa l budget recognizing  our programs 
w il l be impacted. We are concerned with  the impact of the de ferra l on the 
momentum of the program and wi th  the procedures to be used by EPA in the 
release o f the $400 m il lion  fo r oblig atio n in September 1980.

Some of us are also concerned wit h what we be lieve to be ineq ui table 
impact of  the de ferra l on sta te  programs. At no time have you been advised 
by even the fa st est  moving state th at th e ir  pgorara w il l achieve compliance 
with the Congressionally mandated deadline  of July 1, 1983. I find  i t  
indeed iron ic  that  a proposal is  advanced by EPA which in net e ffec t is 
borne almost ex clus ive ly by those sta tes  who most d il ig e n tl y  pursued imple­
mentation of the Acts requi rements. Apparently some sta tes  took the Ac t's  
requirements too se rio us ly!

ASIWPCA w il l continue to work wi th  USEPA to improve the cons truction  
grants program and to address concerns with  the program inclu din g qualit y 
of  proje cts  funded, cost to users of  treatment works funded, improved dele­
gation under Section 205(.g), e l ig ib il it y  o f needs fo r funding now and in 
the fu tu re , a ltern ative procedures fo r d is tr ib u tio n  of  av ai lable resources, 
etc . These issues w il l certa in ly  be discussed over the next few years in 
considering the fu tu re  d irect io n of the National Water Qu ali ty Program.

WASTEWATER TREATMENT TECHNOLOGY

Another matter  of s ig n if ic an t concern to I ll in o is  is  the federa l program 
fo r "innova tive and a ltern ative (.I/A) wastewater treatment processes and 
tech niques."  I fu ll y  re al ize the strong Congressional leadership that  has 
been exerted in th is  aspect of the nationa l water pollu tion control program. 
The Clean Water Act of  1977 c le arly  added new emphasis on I/A  technology.
As the le g is la ti ve  hi stor y shows, the in te nt was to expand the use o f I/A  
technologies  and, fu rt he r,  to for ce  even newer and more effective  technologies 
At the same time, however, the Congress was equally  fir m  in cautio ning the 
USEPA to carry  forward the I/A  program so as not to cause delays in the con­
st ru ct io n grants program. I be lieve most sta tes  share these concerns.

The Construction Grants Task Force of ASIWPCA has begun to evaluate th is  
program. In a recent quest ionnaire survey, the Task Force members were asked 
to express th e ir  opin ions on the use of mandatory set  asides fo r driv ing the 
I/A  program. Members voted against cont inu ation  of the 42 ru ra l set aside 
by a margin of  three to one, and aga inst continuation  of  the 2% I/A  set  aside
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by a margin of two to one. These re su lts  are not merely re flect io ns of  
excess technica l conservatism on the pa rt of the states . Based upon my 
experiences with sta te  colleagues across the country , I am convinced the 
reasons fo r these re su lts  l ie  wi th  much deeper, and more fundamental 
issues; p ri nc ip a lly , e ffective  management of the nation al water pollu tion 
contr ol program.

I would chara cte rize the cu rre nt s itua tion , which generates these sta te  
concerns, as fo llo ws.  What r ig h tf u ll y  began as a Congressional concern fo r 
more progressive ap pl ica tio ns  of  wastewater treatment technology, is  ra pid ly  
turn ing  in to  another complex bureaucratic  exerc ise . Review of I/A  pro jec ts 
is  inv olv ing  more and more du pl icat ion of  e ff o rt  between the states , 
regions and headquarters of USEPA, which runs countercur ren t to the 205(g) 
delegations to the sta tes  which sought to expedite the grant program. 
Addit ion al manuals, fuidance , and polic ie s are fu rt her com plicating an a l­
ready over-burdened, federa l cons truction  grants program. In other words, 
something v it a l has apparently  been lo s t in the bureaucratic  translatio n 
o f the concerns of  Congress.

I re sp ect fu lly  recommend that  the Congress care fu lly  consider ways and 
means of guid ing th is  I/A  in it ia t iv e  back in to  a more produc tive  perspec tive  
I fu rt her suggest th at a c r it ic a l f i r s t  step in th is  d irection involve s a 
more comprehensive focus on the "operat ive  meaning" o f wastewater treatment 
technology. For example, why not focus our attentio n on the ap pl icat ion of  
"a pprop ria te techno logy."  By th is  approach, I mean developing improved 
co rrelat ions  between sp eci fic  wastewater treatment technologies  and long­
term, re a li s ti c  community capab ili ties . The Clean Water Act already con­
ta ins some in it ia l  aspects of such an approach. Small communities with 
populations o f 3,500 or  less are spec if ic a lly  id en ti fied  fo r special 
emphasis. A combined Step 2 + 3  construction  gra nt is  lim ited to commu­
n it ie s  of 25,000 or less . The inn ovative aspect of  the curre nt program 
is  es pe cial ly  se ns iti ve  to co ns tra ints  imposed by community comp lexity  
and capab ili ty . For example, small conmunities general ly need re la ti ve ly  
simple , less  demanding tec hnolo gies, such as lagoons, wh ile  many larger  
conmunities (greater  than 100,000) must address s ig n if ic an t "sunk cos ts" 
in  terms o f ex is tin g treatmen t hardware. As ad di tio na l support fo r th is  
approach, I have included three appendices which present de ta iled discus­
sions  of  ce rta in  aspects of the I/A  program. The appendix which addresses 
inn ovative  technology is  es pe cial ly  noteworthy since  i t  quest ions the 
po tent ia l fo r re a liz in g any s ig n if ic an t amount of savings from the program. 
To the co nt ra ry , excessive delay and du pl icat ion may well have a net nega­
ti v e  impact on program resources.

I can assure you that  the ASIWPCA Construction Grants Task Force w il l 
be act iv e ly  pursuing means fo r using wastewater treatmen t technology more 
e ff e c ti ve ly . Along these lines , a few of the concepts we intend to con­
side r inc lud e:

A d iscr etio nary , go al-or ien ted  approach to encourage I/A  
technologies  ra ther  than mandatory set  asides.

90% grants fo r Step 1 fa c i l it y  planning fo r small communities.
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Reimbursement o f Step 1 ap p lica tio n  cos ts fo r  small commun ities .

. Ince nt ives  fo r  s ta te  programs, gran tees , and co ns ul tin g 
eng ineers  to  perform  high q u a li ty  p ro je c t plan ning .

Improved technology tr a n s fe r and in fo rm atio n shar ing  among 
sta te s.

. Improved program management tech niq ue s.

NATIONAL WATER QUALITY PROGRAM

Some o f the  fa c to rs  con tr ib u ting  to  a res ource  "squeeze" on the  na tio na l 
water q u a li ty  program were presen ted e a r li e r  in  th is  test im on y.  Recognizing 
th at publ ic  concerns w ith  the cost,  e ff ic ie n c y  and c re d it a b il it y  o f govern­
ment are  focused on a ll  le ve ls  o f government and th a t these concerns must be 
addressed, I suggest a program be in it ia te d  to  re concile  our wa ter q u a li ty  
(o r en viron men tal) asp ira tions as pr esently stat ed  w ith  the re a li ty  o f what 
can be accomplished  w ith in  li k e ly  ava ila b le  res ources . We can and should 
make an investment now to  assure a v ia b le  fu tu re  program and to  make " fu rt h e r 
reasonable  prog ress" toward our wa ter  q u a li ty  go als.

The suggested program includ es  th ree sep ara te a c t iv it ie s :  (1)  s im p li fy  
the pre sen t program; (2) deve lop a long -te rm  strate gy to  de fin e more c le a r ly  
the  re a li s t ic  goa ls and ob je ctives toward which stat es  and USEPA can work on 
a m u lt i- year ba sis;  and (3) re fi n e  the Clean Water Act to  re f le c t  a re a li s t ic  
and more e f f ic ie n t  program.

The na tio na l wa ter  q u a li ty  program should be examined in  d e ta il  by those 
ad m in is te rin g and impacted by the program to  qu es tion the  ex is ting  processes , 
requ ire men ts,  p o lic ie s . For example:

1. What changes can be made to  improve program management, co ns is­
tenc y,  and c re d it a b il it y ?

2. What changes can be made to reduce the  co st  o f program ad mini ­
s tr a tion ?

3. What changes can be made to ease the co st  and burden o f compliance 
and to e lim in ate  unneeded or co un te rp rodu ct ive require ments?

4. What changes can be made to  s im p li fy  adm in is tra tion and expedite 
de cis ion s?

No change to  the basic  goals  and ob je ctives o f the  Clean Water Act is  
advocated - -  on ly  the processes , pro ced ures, requ ire men ts,  methods and 
tim in g es ta bl ishe d by the  law , USEPA re gula tio ns or USEPA po licy .

ASIWPCA used th is  type o f approach in  develop ing  it s  "Recommendations 
fo r  an Improved Na tiona l Water Q ua lit y Program" published  in  May 1979.
Other groups have fo llo wed  s im il a r  procedures in  recommending changes to 
USEPA. Congressman Mine tta  too k a somewhat d if fe re n t approach in  requ es ting

11



541

th at USEPA reduce cons truction  grant time from s ta rt  o f planning to comple­
tio n of cons tru cti on  by 25%.

Since 1972 we have acquired su ff ic ie n t experience to know th at imple­
mentat ion of the Clean Water Act is  not the most cost e ffective  method 
av ai lable to accomplish the ob ject ives . From th is  knowledge refinement 
o f the program should be possib le wi th  proper commitment by a ll  involved 
in ca rry ing  out  the mandates. The proposed a c ti v it y  is  a normal manage­
ment program review process to op tim ize , s im p lif y , cut  cost and eliminate 
the f r i l l s  which do not e ff ec ti ve ly  co nt rib ute to the ob ject ives . Many 
recommendations re su lti ng from th is  a c ti v it y , in my op in ion , w il l not 
necessita te changes to the law but ra ther  w il l indica te  changes to USEPA 
regu la tio ns , po lic ie s , guidance and opera ting  methods.

I find  in te re st in g the fa c t th at almost a year a ft e r the ASIWPCA 
recommendations were made, few recommendations have been implemented. The 
delay does not appear to be caused by disagreement wi th  the substance of 
the recommendations but ra ther  wi th  in s ti tu ti o n a l in e rt ia  and leng thy 
processes which are followed to make changes.

The second a c ti v it y  to develop a mul ti- ye ar  nation al water qualit y 
program strate gy  is  cu rrently  being pursued. States and oth er groups are 
invo lved  and are working wi th  USEPA in  the development of  th is  st ra tegy .
The USEPA in it ia t iv e  should be active ly  supported; the present schedule 
must be main tained. Only wi th  agreement on re a li s ti c  goals and ob jecti ves 
to be accomplished over time can any needed refinements to the law be 
proposed fo r Congressional cons ide ration.

Both suggested a c ti v it ie s  should be moving forward now and sim ul­
taneously so that  appropriate  recommendations fo r changes to the Clean 
Water Act can be developed, wi th  ju s ti fi c a ti o n , in time fo r Congressional 
ac tion in the 97th Congress. The Congress should soon begin the process 
of overs igh t and program review so th at problems are id en ti fi ed  and so lu­
tio ns  proposed fo r re so lu tio n.  Ho pe ful ly,  with  th is  approach, expedited 
reso lu tio n o f the issues needed to improve program management and effec­
tiveness can be achieved.

OTHER ENVIRONMENTAL PROGRAMS

The fund ing lev el fo r Section 105 state program grants under the Clean 
A ir  Ac t, an increase fo r fisca l year 1981 of  5.9% over the fi sca l yea r 1980 
le ve l,  is  expected to be adequate. I ll in o is  must resolve State  Imple­
mentation Plan (SIP) approval co nd ition s;  expand and upgrade our ambient 
a ir  qua lit y monito ring system; adopt added SIP pro vis ions required by the 
Clean A ir  Act and develop in te rn al  procedures fo r implementing expanded 
delegations  from USEPA. Fiscal  year 1981 w il l be another year o f intense 
a c ti v it y  to re direct  our program. Resource requirements w il l remain at  a 
re la ti ve ly  high le v e l.

The fund ing recommended by USEPA fo r ca rry ing  out sta te re spons ib ili ties  
under the Safe Drin king Water Ac t, both the pu bl ic water system and under­
ground in je ction  contr ol programs, are appro priate . I ll in o is  part ic ip ate s
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in  and sup ports both programs. The pub lic  wa ter  system program has unde r­
gone program development and "h old the li n e "  fund ing  le ve ls  are adequate 
to  su stain the  program momentum in  fi s c a l year  1981. The underground 
in je c ti o n  program has been slow to  evolv e and is  in  the  early development  
sta ge , ne ce ss ita tin g high er  fund ing le ve ls  necessary to  esta blis h a v ia b le  
program in  fi s c a l year 1981.

The so lid  waste management gran t funds reques ted have decreased in  
accordance w ith the  promised "phase down" o f th is  program from pre vious 
ye ar s'  le ve ls . I l l in o is  supports th is  reconmendation by USEPA and urges 
Congress to  ap pr op ria te  the  requested $8 m il li o n  n a ti o n a ll y .

The hazardous waste management gr ant  program is  a de ve loping , ex­
treme ly complex program. I l l in o is  suppor ts the reques ted increa se  in  
fun din g o f 61%, to  a na tio nal  le ve l o f $30 m il li o n  fo r  fi s c a l year  1981. 
Proper management o f hazardous waste is  a very impo rta nt  program in  our 
sta te  - -  impo rta nt  to  our environme nt,  to  our public  he al th  and to  our 
di ve rse in d u s tr ia l economy. We sim ply must deve lop and e ff e c ti v e ly  imple­
ment re gula to ry  con tro l programs fo r  the se m ate ria ls . The hazardous waste 
program is  the high es t p r io r it y  a t IEPA and in  our e ff o r ts  we have rec eiv ed  
st rong  support  from Governor Thompson as wel l as from the I l l in o is  General 
Assembly. Far rea ching  changes fo r  our program were enacted in to  law in  
1980 and add it io na l le g is la ti o n  has been proposed fo r  co nsider at io n th is  
session o f our  General Assembly. Federal fi n a n c ia l as sistan ce  has been 
c r it ic a l to  the ra te  o f development  o f ou r programs and we reques t you r 
continued suppor t in  th is  area.
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Statement by Walter A. Lyon, Representing the Pennsylvania Department of  
Environmental Resources

Mr. Chairman and Members of  the Subconmittee,
My name is Walter A. Lyon. I am Deputy Secretary  fo r Planning fo r the 

Pennsylvania Department of  Environmental Resources, and also serve as a member 
of  the Board of  the Associa tion of  State  and In te rs ta te  Water Pol lu tio n Control 
Adminis tra tors. I appreciate  the opportu nit y to appear before you today to 
address the appro priation under Section 106 of the Federal Clean Water Act .

My purpose before you today is  to underscore the importance of no reduction 
below the $48.7 m il lion  proposed by the President in his Budget fo r th is  appro­
pria tion to sta tes  to car ry out the purposes o f the Federal Clean Water Act.  
In fla tion  has reduced the purchasing power of  the 48.7 m il lion  to 29.5 in  1972 
dolla rs . Addit ion al assignments imposed by the 1977 amendments to the Act have 
imposed an ad di tiona l burden of  $13.4 m il lion  at  a time when sta te operating costs 
have ris en . This has res ulted in 28,000 permits that  are now backlogged, e ith er 
in the form of  ap pli ca tions  fo r permits which have never been issued under the 
Act, and permits which have expired and must be reissued.

Thi rty- th re e (33) National Pol lu tant  Discharge Elimina tion System (NPDES) 
states (states that  have been delegated by EPA the au thor ity  to issue such permits ) 
have on the order of  13,000 expired permits and EPA has 5,000 expired permits which 
s t i l l  need to be issued by them fo r non-NPDES states . Assuming 5 work days re­
quired fo r each permit, we conserv ati ve ly estimate that  the cost of  merely catching 
up wi th the backlog of  expired permits over a 3 year per iod w il l be $4.63 m il lion  
per year fo r three years. 11,000 of  the 75,000 permits that  are outs tand ing w il l 
exp ire dur ing the 1981 fisca l year. The cost of  processing them w il l be on the 
order  of  $8.2 m il lio n . The ad dit ion al  2,000 federa l fa c il it ie s  which are now re­
quired to be issued permits  represent a cost of  $1.5 m il lio n . In ad di tio n,  the 
Act now requires the inclu sio n of  best av ai lable technology or in the absence of  
gu ide line s fo r them best engineering judgement in  connection wi th to xics . This 
w il l be very de ta iled work and represents a cost  of  $11.25 m il lion  do lla rs  fo r 
5,000 primary ind us try  permits. Municipal perm its w il l also need to have pr etreat ­
ment compliance schedules ins erted which w il l req uire an ad di tiona l 2 days work 
fo r an estimated 2,000 permits an ad di tio na l cost  of  $800,000. In ad di tio n,  about 
15,000 minor permits have been app lied  fo r and never issued . I f  we tr y  to reduce 
th is  backlog over the next 3 years , i t  w il l cost  about $3.75 m il lion  each year .

We can expect 6,000 appl ica tions  fo r new permits dur ing the coming year and 
they w il l cost $4.5 m il lion  to process.

In summary, i f  the NPDES program is  to catch up wi th the backlog over the 
next three yea rs, in order to put the program on a curre nt basis by fisca l year 
1984 w il l req uire on the order of  $34.4 of  combined federa l and state funding .
The federa l share has been about 27% or $9.31 m il lion  (o f the $34.4 m il lio n ).
This is  considerably  more than the 12% of  106 funds or $5.8 m il lion  (o f $48.7 m il­
lion ) which is  av ai lable fo r th is  purpose in  the present leve l of  funding of  the 
NPDES program, These costs re la te  only  to that  part of  the NPDES program which 
deals wi th permit processing.  The program has other requirements inc lud ing  com­
pliance  monito ring  in the f ie ld ,  review of  mon itoring reports which are submitted 
by each of the 75-80,000 permittees,  and enforcement.

But NPDES is  not a ll  that  is  require d to be done under the 106 program. Other 
program elements are:  Dredge and f i l l  pe rmits, other sta te permit programs, mun­
ic ip a l plan t operations and maintenance, tr a in in g , (Non-Cleveland Wright)
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Co nstruction  Grants Management, F a c il it ie s  Plan ning , wa ter  q u a li ty  standards 
and nonpoin t source imp lem entat ion . A ll  o f these program elements are mandated 
by the  law and states  have gener al ly  inc rea sed th e ir  match ing of fede ra l appro­
pria tions to  ca rry ou t these  mandates. We focus today on the NPDES program re ­
quirements because of th e ir  importance and relevance to  the na tion 's  economic 
conditi on.

Recent stud ies o f a tt it udes  by businessmen concerning p la nt expans ions and 
new p la nt lo ca tio ns have focused not so much on the issue  of  the  leve l o f en vi ron­
mental req uir em en ts,  bu t on the businessmen's gre ate st  en em y--unc er ta inty. In ­
vestment de cis ions  are based upon a given se t o f circumstance s at  a p a rt ic u la r 
p o in t- in - ti m e .. These circumstances and th e ir  re la tionsh ip s  change ove r time and 
not always in  pre dic ta ble  d ir ec ti ons . Th is is  espec ia lly  true in  our  cu rren t 
economic s it u a ti o n . Consequently , any delays  in  imp lement ing an investment de­
c is io n subs ta n tia lly  inc reases the degree o f uncerta in ty . An NPDES program th a t 
is  not fu nct io n in g smoothly c le a rl y  delays investment de cision s.

Delayed de cis ions  concerning NPDES pe rmits  also  impose a heavy in fl a ti o n a ry  
burden. In fl a ti o n  is  a d ir e c t and eas ily  recogn iza ble co st  which re su lts  from 
delay in implementing  investment de cisions.  At our  current in f la t io n  ra te , e?ch 
month's de lay  adds between $15 to  20,000 to  the  co st  of a $1 m il li o n  co nst ru ct io n 
p ro je c t.

These delays also  impose cos ts on othe rs in  the  lo ca l economy which would 
be af fe cted by the  p ro je c t.  Local supplie rs  and support se rv ice s w il l no t re ­
ceive  the benefi t o f inc reased  sales and business a c t iv it y  as a re s u lt  o f the 
p ro je c t.  These re gion al  m u lt ip li e r  e ff e c ts  can be as much as two to  th ree times 
the payr o ll o f the  in dust ry  in  qu es tio n.

F in a ll y , opportunity  costs  are imposed by de lays . They are those  costs  as­
socia ted w ith  no t being ab le to  employ resources in  an a lte rn a ti ve  manner. To 
the businessman, these costs  are most re a d ily  seen as op tions  on land , commitment 
fees to  banks fo r  fi nanc in g , etc . These are costs  the  businessman must pay in 
ord er  to  keep resources li q u id  and at  hi s d isposa l. Delays inc rea se these co sts.

In summary then , the  success or  fa il u re  by EPA and the  states  to  jo in t ly  
ca rry ou t the  NPDES program can ac t as a va lve  on a cons iderab le amount o f eco­
nomic a c t iv it y  in  th is  natio n.  Failu re  is  li k e ly  to  s t i f le  improved p ro d u c ti v it y  
and te ch nica l innova tio n, no t to  speak o f delayed compliance w ith  importa nt  
env ironmental requ ire men ts, which are a ft e r  a l l ,  the  goal o f the  Federal Clean 
Water Ac t. I underscore these ma tte rs in  orde r to  h ig h li g h t the impact th a t 
inadequate  fun din g of  the 106 Program can have on the  na tion 's  economy.
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The S ta te  o f  M in neso ta  P o ll u t io n  C o n tr o l Ag en cy  re qu e s ts  th a t  th e  fo l lo w ­
in g  te s ti m o n y  be p la ce d  in  th e  H ea ring  Rec ord o f  th e  U n it e d  S ta te s  House o f  
R e p re s e n ta ti v e s ' Com mittee  on A p p ro p r ia t io n s  May 6 -8 , 1980 H earings re g a rd in g  
th e  U. S.  E nv ironm enta l P ro te c ti o n  A gency 's  (EPA) F is c a l Yea r 1981 b udge t.  
Th ro ug h t h i s  te s ti m o n y , th e  S ta te  o f  M in nesota  P o ll u t io n  C o n tr o l Agency (MPCA) 
seeks th e  o p p o r tu n it y  to  p re s e n t a s tr o n g  p o s i t io n  in  s u p p o rt o f  adequat e 
fu n d in g  to  a ll o w  s ta te  and  fe d e ra l age n c ie s  to  c o n t ro l e nv ir o n m en ta l p o l lu t io n  
th ro u g h  su ch  means as a c o n t in u a t io n  o f  s tr o n g  N a ti o n a l P o ll u ta n t  D is charg e  
E li m in a t io n  Sy ste m (NPDES) p e rm it ,  to x ic s  c o n t r o l ,  p re t re a tm e n t,  w a te r q u a l i t y  
s u rv e il la n c e  and  c o n s t ru c t io n  g ra n ts  p ro gra m s. In  a d d i t io n ,  as  a g re a t p a r t  
o f  t h i s  e n t i r e  e f f o r t  is  d ir e c te d  to w ard s p u b l ic ly  owned tr e a tm e n t works  
(POTW), th e  MPCA s t ro n g ly  s u p p o rt s  th e  P re s id e n t 's  pro pose d C o n s tr u c ti o n  
G ra n ts  Program  a p p ro p r ia t io n  o f  $3.7  B i l l i o n .

CONSTRUCTION GRANTS

The S ta te  o f  M in nesota  has  made a co mmitm en t to  th e  C o n s tr u c ti o n  G ra nts  
Pro gr am , and th ro u g h  i t s  P o ll u t io n  C o n tr o l Agenc y,  has  accep te d  d e le g a t io n  o f  
th e  r e s p o n s ib i l i t y  f o r  o p e ra ti n g  and man ag ing th e  C o n s tr u c ti o n  G ra n ts  Program  
from  th e  EPA. The C o n s tr u c ti o n  G ra n ts  Program  is  an im p o r ta n t co mpo ne nt o f  
M in n e s o ta 's  o v e r a l l  w a te r q u a l i t y  e n v ir o n m e n ta l e f f o r t .

W ate r re sou rc e s  make a la rg e  c o n t r ib u t io n  to  th e  e x c e ll e n t  q u a l i t y  o f  
l i f e  in  M in n e so ta , and  a t h r iv in g  t o u r i s t  in d u s t r y  c e n te re d  on f is h in g  and  
w a te r re c re a t io n  t e s t i f i e s  to  t h a t .  B u t,  th e  same h ig h  q u a l i t y  o f  l i f e  w hic h  
e x is t s ,  in  p a r t  fr om  abu ndan t w a te r re s o u rc e s , a ls o  p la ce s  many p re ssu re s  on 
th e  n a tu ra l w a te r q u a l i t y  b a la nce  in  th e  fo rm  o f  i n d u s t r i a l ,  a g r ic u l t u r a l  and  
e s p e c ia ll y ,  m u n ic ip a l w aste s .

Th ro ug h th e  C o n s tr u c ti o n  G ra n ts  Pro gra m , hun dre ds  o f  M in nesota  com m un it ie s 
hav e been and a re  be in g  a ff o rd e d  th e  means f o r  c o n s t ru c t in g  m u n ic ip a l w as te w a te r 
tr e a tm e n t p la n ts  w h ic h  c o n t r ib u te  to  th e  m ain te nance  and im pr ove m en t o f  
M in n e s o ta 's  w a te r re s o u rc e s .
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Several o f the  Co ns tru ct ion Grants funded pro je cts  have brought dramatic 
env ironmental improvement, and the y should be considered  as noteworthy tr ib u te s  
to  the  program. Three (3)  such success p ro je ct s are  descr ibed below :

1. Lake Minnetonka is  loca ted in  the Twin C it ie s  M et ro po litan  Area 
and i t  is  Minne sota's seven teenth la rg es t and one o f it s  most 
he avi ly  used lake s.  As the  po pu la tio n o f the  communities  su r­
rounding the  lake  inc reased , the la ke 's  wa ter  q u a li ty  began to 
degrade. By the  early  19 60 's , the  lake  had accumulated high  
co nc en tra tio ns  o f phosphorus and nitr ogen which caused d e b il i­
ta ti n g  and unpleasant algae growth. Th is degre da tion was d ir e c tl y  
a tt ri b u ta b le  to  fa u lt y  sep tic  tanks and the  obsolescence o f seven 
(7) mu nic ipa l wastewater tre atmen t p la n ts . Through the Construc­
ti o n  Grants Program a cen tra liz ed  f a c i l i t y  was co ns tru cted , and by 
1974 fo ur (4) o f the  seven (7) ob so le te  tre atmen t plan ts  were 
phased out.  Two (2) add it io na l plan ts  are  being decommissioned
in  1980 and the  remaining p la nt pha se-out is  a cu rrent gr an t 
pla nn ing  p ro je c t.  As a re s u lt  o f these p ro je c ts , was tewater  
was d iv erted from the  lake  and algae and phosphorus concen tra ­
tions were reduced by 70%. Today Lake Minnetonka is  much cle an er  
and more a tt ra c ti v e  fo r  swimming, gen era l wa ter  re cr eation and 
fi sh in g  than i t  was a decade ago. The lake  is  recognized as one 
o f the  be tte r largemouth bass fi s h in g  lakes in  it s  region .

2. The Western Lake Su perio r Sa ni ta ry  D is t r ic t  was formed in  1971 
to  co ordina te  a so lu tion  to  a s ig n if ic a n t p o llu ti o n  problem in  
the  St . Lou is Riv er and St. Lou is Bay o f Lake Su pe rio r. In
1978, a ce ntral wastewa ter tre atmen t p la n t was co ns tru cted  through 
the  as sis tance o f the  Con struct ion Grants Program to  serve Duluth 
and sur rou nd ing  commun ities . W ith in  one (1)  year o f opera tio n, 
the  major wa ter  q u a li ty  measurement parameters had dra m atica lly  
improved w ith  feca l co lif o rm  being  reduced as much as 90% du ring 
ce rt a in  pe rio ds . Continual  improvement  in  the  River and Bay is  
an tic ip a te d . Since the  new f a c i l i t y  began opera tio n, fi sh in g  
in  the  area has g re a tly  improved and the  Duluth  area is  now 
considered  to  be one o f the best wal leye  areas in  the  s ta te .

3. The C ity o f D e tr o it  Lakes, in  No rtheaste rn Minnesota, completed 
const ru ct io n o f a major was tewater tre atmen t f a c i l i t y  in  1977.
U n ti l th a t tim e,  the  c it y  co nt inuo us ly  discha rged trea te d waste- 
wa ter  to  a loca l chain  o f lake s.  The was tewater  tre atment 
f a c i l i t y  now u t il iz e s  a lt e rn a ti v e  technology and does no t d ir e c tl y  
dis charg e to  the  cha in o f lakes du rin g the re cr eatio nal  season.
Th is e f fo r t  has shown the  co m p a ti b il it y  o f m un ic ip a li ti e s  and
the pr es er va tio n o f h ig h ly  valued re cr eational water  is  poss ib le .

In sp ite  o f these h ig h ly  successfu l p ro je cts  and hundreds o f othe r 
wastewater tre atmen t pro je ct s which are  con tr ib u ti ng  to water  q u a li ty  improve­
ment, there yet remains a need fo r  the co ntin uatio n o f the Co ns tru ct ion Grants 
Program a t a high le ve l o f e f fo r t .  Currently  Minnesota has 442 pro je ct s on 
it s  Needs L is t fo r  Mu nic ipa l Wastewater Trea tment F a c il it ie s  and 30 more 
communities are antic ip a te d  to  be added to  the  1981 l i s t .  The needs vary from 
community to  community in  terms o f p r io r it y ,  cost,  and co mplex ity . Some 
communities need on ly to  upgrade o ld  p la n ts , some need to ta l rep lacement, some
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need major expansion, and in 10 communities wastewater treatment is non-e xis ten t 
Metropol itan  Minneapol is/S t. Paul, with a popula tion  o f approximately 2,000,000, 
presents a co st ly  and complex si tu atio n fo r e ffective wastewater treatment. The 
magnitude and scope of  these needs vary, but a ll  communities share the common 
fa ctor  of  being unable to finance these proje cts  without federal ass istance.

Municipal wastewater treatment  needs have been wel l determined, and the 
need fo r continued federa l assistance has also been well ju s ti fi e d . The trend 
in federa l funding is ,  however, decreasing.  In 1978, the Congressional appro­
priatio n was $4.5 B il li o n  fo r the Cons truction Grants Program which res ulted 
in an al lo ca tio n to Minnesota of  $84.1 M il lio n . The 1979 appro priat ion  of  
$4.2 B il lio n  ($77.4 M il lio n  allocated to Minnesota) was a small decrease.
The 1980 $3.4 B il li o n  ap prop ria tion,  however, represented a s ig n if ic ant reduc­
tion in federa l support. Minnesota 's al lo ca tio n fo r 1980 was only  $62.7 
M il lio n , which was over $20 M il lion  less than in  1978.

Compared to Fiscal Years 1978 and 1979, 1980 is a lean year which has 
rece nt ly been made even leaner by proposals o f funding de fe rral . As of Apri l 1, 
1980, Minnesota had $43,482,923 in  pro jec ts which were pending EPA approval 
p ri o r to awarding the gra nts . However, Minnesota has only  $18,877,567 in 
1979 funds remaining. Before any proposals o f funding de fe rral s,  the MPCA 
assumed that  the projec ts submit ted to EPA would au tom atica lly  be funded by 
the 1980 allo cation . But, wi th  the 1980 funding defe rra l,  approximately 
$25,000,000 in pro jec ts which are es se nt ia lly  awaiting only formal approval 
by EPA, w il l be denied funding fo r at  leas t si x (6) months. The net re su lt 
of  both the decreasing trend  in annual appro priations and the proposed de fe rra l,  
is  a rea l concern as to the v ia b il it y  of  the program in ad di tio n to problems in 
app lying good management to the program when funding remains uncerta in.

Minnesota strong ly urges th is  Committee to support the Pres ide nt's pro­
posed Fiscal Year 1981 Construc tion Grants Budget o f $3.7 B il li o n . We fee l 
that  i t  is  absolutely  necessary to keep the momentum of  the program at a lev el 
which is  cons istent wi th the Pres ide nt's long -term commitment of  $45 B il li o n  
fo r construction grants pro jec ts over the 10 year period from 1978 through 
1987. Based on 1979 do lla rs , Minnesota estimates it s  wastewater treatment 
needs to be $1,334 B il li o n  ($1,555 B il lio n  i f  combined sewers are included) 
fo r the next two (2) decades. Mainta ining the momentum of  th is  program is  
necessary i f  we are going to have the means to address the curre nt needs and 
meet the commitments and re sponsib ili ty  to our communities and the environment.

On a prac tic al  ba sis , sa tis fa ctory  ope ration o f the program depends to a 
great extent upon s ta b il it y  of  the funding le ve l.  The requirements of  the 
program and the nature of  construction grants projec ts requ ire  long lead times 
and much planning . Long range program plann ing is  necessary to maintain a 
balance of  projec t types such that  there w il l be fund ing av ai lable fo r the 
Step 3 cons tru ction phase with in  a reasonable period fo llo wing comple tion of  
the Step 1 and Step 2 planning and development phases. In 1978/1979 Minnesota 
establ ished it s  projec t p r io r it y  l i s t  wi th  a large number of  Step 1 projec t 
planning grants wi th the ra tio na le  that  the annual appro priations fo r the Con­
st ru ct ion Grants Program would be in  the v ic in it y  of  the 1977 Clean Water Act 
annual au thor izat ion  of $4.5 B il li o n . However, i f  the trend in annual appro­
pr ia tio ns  continues to de cline , i t  is  obvious that  many Step 1 grants and Step 2 
grants w il l not lead to actual cons tru ction in Step 3 because o f inadequate 
fund ing.  In ad di tio n,  the Step 1 and Step 2 plann ing and development phases of
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a projec t can be va lid  fo r only  a given per iod before they become obsolete and 
must be reworked before  a Step 3 cons tru ction grant can be awarded. The sta tes  
are caught in a projec t planning dilemma, fo r the al te rn ativ e of  re s tr ic ti n g  
Step Is might mean that  an inadequate number o f pro jec ts would be ready to 
advance in to  Step 3 construction when appro priations are increased.

In the process of assuming delegatio n of  the Cons truction Grants Program 
from the EPA, Minnesota had to increase it s  s ta ff  to meet the dele gation re ­
quirements of  program management and opera tion. Since the funding avai lable  
fo r program management and operation is 2% of  the st ate 's  al loca tio n of  the 
federa l ap prop ria tion,  any cut in  the ap prop ria tion must affect the resources 
avai lable  fo r program management. Although personnel can be decreased qu ick ly 
i f  funding is inadequate,  a competent and e ff ic ie n t s ta ff  of  grants adminis­
trato rs  and review engineers cannot be increased qu ickly in the sho rt term.
The states depend upon s ta b il it y  in annual fund ing in terms of  provid ing fo r 
projec t planning and effectiv e program management, and ul tim at el y fo r an 
improved environment.

PRETREATMENT

Another aspect of  the municipal pictur e th at needs to be strong ly pursued 
is  pretreatment. This is  an important pa rt of  the ongoing nat ional e ff o rt  to 
con tro l water po llu tion . The pretreatment program, which has been integrated  
in to  the HPDES permit program, has goals which are clearly  in harmony wi th the 
growing concern and emphasis over the proper contro l and disposal of  to xic  and 
hazardous wastes. POTWs are pr im ari ly  designed to tr ea t domestic wastewaters 
and such treatment processes w il l not adequately tr ea t and may be adversely 
impacted by toxic in dustr ia l wastewaters.

To pursue pretreatment goa ls, the EPA promulgated and published adminis­
tr a ti ve  rules on June 26, 1978. Under these ru le s, Minnesota and oth er states 
wi th NPDES auth or ity  are required to develop and/or obtain the necessary lega l 
auth ori ty , procedures, and funding to adm inis ter a program. Minnesota has 
developed it s  program and was the f i r s t  state in  the nat ion to have it s  program 
approved.

The EPA pretreatment reg ula tions  encourage part ic ip atio n by the POTWs and 
loc al governments themselves in  the pretreatm ent e ff o r t.  In Minnesota's program, 
the approach has been taken to req uire a ll  POTWs wi th an in du st rial  pretreatment 
need to develop a loc al program and obtain pretreatment reg ula tory au th ori ty .
The MPCA feels that  POTWs should be d ir e c tl y  involved in  a program which d ir ec tl y  
af fects th e ir  indu st rie s and the ope ration of th e ir  treatment  fa c il it y .  In 
ad di tio n,  from an ad minist ra tive standpoin t, the MPCA feels  that  th is  approach 
w il l be the most e ff ic ie n t because the work w il l be done in  pa rt by loc al 
o ff ic ia ls  who are most fa m il ia r wi th th e ir  own part ic u la r fa c il it ie s  and 
problems. Under th is  scheme, the MPCA's ro le  w il l be pr im ar ily  that  of  pro­
vid ing  tec hnica l assistance and enforcement backups as needed.

In the MPCA's development o f it s  pretreatment program, an important ob ject ive 
was to smoothly in tegrate the pretreatment e ff o r t in to  ex is tin g programs using 
ex is tin g s ta ff  resources. This meant maximizing ef fic ie nc y as well as examining 
p r io r it ie s  and s ta ff in g  of  ex is tin g programs. The MPCA feels that  it s  pr et re at ­
ment program is  workable with in  the conf ines of  the EPA ru les,  and provides fo r 
a bare essent ial s ta ff  commitment necessary to ca rry  out th is  important aspect
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of  the toxics  contro l program. No fu rther reductions in  funding can be afforded 
i f  a via ble  program is  to be mainta ined.

TOXICS

Another important pa rt o f the MPCA's water po llu tion control  e ff o r t,  in 
ad di tion to being an endeavor of  high nation al p r io r it y ,  is  that  o f the control 
of  to xi c po llu tants from in dust ria l fa c il it ie s  that  discharge d ir ec tl y  to our 
waterways. The MPCA fo r years has been responsive to toxic s po llu tio n through 
it s  water qualit y monitoring  and standards se tti ng  program, development of  rules 
to con tro l Po lychlo rinated Biphenyls, case by case response to s p il ls , and 
regu lation of  specif ic  to xi c discharges through NPDES permits. These e ff o rt s , 
however, in  the past have la rg ely  concentrated on the most c r it ic a l problems. 
With the increa sing general awareness and emphasis on to xi c po llu tio n in 
genera l, the MPCA has rece nt ly developed a Water Qua lity  Toxics strategy that  
coordina tes the e ff o rt s  o f s ta ff  in  d if fe re n t work areas involved wi th to xics . 
While not requ iring  ad di tiona l s ta ff , the toxics  str ate gy does prov ide an 
organized e ff o r t towards inve st igat ing and assessing po tent ia l sources o f toxic s 
po llu tio n and tak ing  the necessary fo llow-up  ac tio n.

There are obv ious ly a host of  complex techn ica l issues in  the toxic s area 
fo r many of  which there is  l i t t l e  inform ation  and few answers. The MPCA, how­
ever,  has re fin ed  it s  toxics  control e ff o r t to the po in t that  wi th a minimal 
but organized s ta ff , we fee l we can respond to immediate problems ye t s t i l l  
address those problems of  a more long-term  nature. The toxics  str ate gy is  
essentia l fo r the state po llu tion control agency's e ff o rt s . I f  we are to 
succeed, the leve l o f funding fo r the toxic s e ff o r t cannot be reduced.

GROUNDWATER

As b r ie fl y  id en ti fied  above, MPCA e ff o rt s  are di recte d towards protec tio n 
of the sta te 's  groundwater resources so that  be ne fic ia l uses are not precluded 
or impaired.  The MPCA needs to  continue to expand it s  a c ti v it ie s  on ground- 
water protec tio n cons isten t wi th  requirements in  federa l law such as the Safe 
Drin king Water Ac t, Resource Conservation and Recovery Ac t, and the Clean Water 
Act.

Domestic, commercial and in dustr ia l a c ti v it ie s  a ll  have the po tent ia l to 
adversely  impact the st ate 's  groundwater. Adequate funding is necessary to 
look at  the fo llo wing areas:

1. Development of  adequate data on the hydrogeologic system in 
Minnesota,

2. Development of  standards and polic ie s on groundwater qua lit y  
and protec tio n,  and

3. Preservation of  groundwater qualit y in  the karst  te rr a in  o f 
southeastern Minnesota, which because of  it s  part ic u la r 
geology presents a tremendous challenge and very d if f ic u lt  
questions.
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In order to reso lve the type of  needs id en ti fied  above, the s ta ff  should 
develop a strong, long-term str ate gy th at w il l allow  us to deal with  the needed 
areas in a comprehensive and tim ely  manner. To fa il  to do so now would only  
pass problems onto fu tu re  generat ions. To deal w ith  these problems at a la te r 
date would li k e ly  req uire a greate r e ff o r t wi th increased det rimental ef fects 
during the in te rim  per iod.

SPILLS

An MPCA a c ti v it y  impacting both ground and surface water qualit y pro tec­
tion re lates to the MPCA's program of response to s p il l si tu at ions  in the state-. 
As a re su lt of  th is  ac tiv e e ff o r t,  the MPCA is  assured th at the threat  o f s p il ls  . 
to the environment,  and health and we lfare of  the ci tiz ens  of  the state has been 
mi tigated to a reasonable exten t. I t  is  extremely important that  MPCA e ff o rt  
in th is  area be maintained in  the fu tu re , given the growing number of  s p il l 
si tuat ions  that  ar ise.  The ci tiz ens  of  the State of  Minnesota expect the MPCA 
to be strong in  th is  area and i t  is very c r it ic a l th at the MPCA have the s ta ff  
and the resources needed to both prevent s p il ls  from occ urr ing in  the f i r s t  
place and to mitig ate th e ir  impacts once they occur.

LAKE RESTORATION

As the Committee may know, freshwa ter lakes are an in tegral  pa rt o f the 
b il li o n  do lla r tourism ind us try  in the State of  Minnesota. As such, the MPCA 
recognizes the need to protec t and res tore the qua lit y  of  Minnesota's lakes.  
Since 1976, the State  o f Minnesota has received seven (7) lake restorat ion 
grants under Section 314 to ta ll in g  some $2.96 m il lio n . In addi tio n,  the State  
of  Minnesota an tic ipates  submit ting  six (6) ad di tio na l grant ap pl ica tio ns  to 
the EPA to ta ll in g  some $2.32 m il lion  by June 1, 1980. I t  is  evid ent  that  the 
in te re st  and needs in the Section 314 program are inc reasing in Minnesota.
I t  is our hope th at the app ropria tion s fo r th is  important Section of  the Clean 
Water Act re fl e c t the increased in te re st.  Therefore , the MPCA recommends that  
$15 m il lio n  be appropr iated fo r Section 314 in  Fiscal Year 81.

ACID RAIN

Acid ra in , wh ile  we ll documented as a serious environmental problem in 
other par ts o f the world and U.S.,  has only redent ly come to the fo re front in 
th is  state.  The problem of acid ra in  has generated a grea t deal o f concern 
and discussion in  both the public sec tor  and s c ie n ti fi c  community.

In Minnesota, a recent EPA study has shown that  acid ra in  already may be 
causing damage in the northeastern pa rt o f the stat e.  The high qualit y lakes 
of  the Boundary Waters Canoe Area and Voyageurs National Park are pa rt ic u la rl y  
suscep tible to the ef fe ct s of  acid ra in  due to the lack of  natura l bu ffe rin g 
ma ter ials  in the so ils  and waters of that  area.

Northeastern Minnesota may be most se ns itive  to acid  ra in  but the problem 
of  acid ra in  is  statew ide. The ac id if ic a tion  and demineral iza tion of  so il 
with  it s  resu lta nt  loss  of  f e r t i l i t y  may ul tim at el y reduce the pr odu ct iv ity  of  
our agricu ltu ra l and fo re st  lands throughout the state.
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The MPCA has recognized the need fo r sta te concern and action regarding acid  
ra in . Coord ination of  diverse research groups, indu st ry , and the federa l govern­
ment wi th sta te a c ti v it ie s  is essential fo r an e ff ic ie n t,  effective program. On 
November 27, 1979, the MPCA unanimously approved a reso lutio n and s ta ff  program 
which ca lled fo r:

1) A de ta iled id en ti fi ca tion  o f inform atio n needs,

2) Increased mo nitoring,

3) Establishment  of  a task fo rc e,  chaired by the MPCA to coordinate 
sta te agency involvement,  and

4) Maintenance of  open communications with researchers,  federa l 
agencies and le g is la ti ve  committees.

Since th at reso lutio n was passed, the MPCA has adopted an ad di tiona l re ­
so lu tio n ca ll in g  fo r the commitment of  state and federa l funds to inve st igate 
and research the acid ra in problem.

As a re su lt  o f the adoption of  the November 27, 1979 MPCA reso lu tio n a 
State  Acid Rain Task Force has been estab lish ed. Present members of  the task 
force are the MPCA acting as ch air,  Minnesota Department of  Natural Resources, 
Minnesota Department o f Heal th, Minnesota Department o f Agr icul tu re , Minnesota 
Department of  Transportation , State  Planning Agency, Environmental Qu ali ty Board, 
Power Plant S iti ng  Team, Energy Agency and Minnesota Water Planning Board. The 
task force has developed the fo llo wing  ob ject ives :

1) Id enti fy  and coordina te statewide research and info rmatio n needs,

2) Id enti fy  ex is tin g instate info rmatio n and data sources,

3) Coordinate the mon itoring programs of  various  state agencies to 
maximize the value and qualit y  of  data obtained,

4) Establish  re a li s ti c  goals fo r the m itigat io n of the problem and 
determine costs , and

5) In te ra ct  wi th adjacent state and fed era l agencies.

The Minnesota Legis lature  has responded to the public concern and MPCA 
reso lu tio n by passing le g is la tion  which provided $100,000 funding fo r a lim ite d 
acid ra in  program.

Minnesota w il l use it s  task force and le g is la tion  to begin inve st igat ing 
the acid ra in  problem with in  it s  borders but we need nat iona l help . Indeed the 
problem o f acid  ra in  is  statew ide, nation al and even in te rnat iona l in  scope. 
Airborne pa rti cu la te s can tra ve l great distances and i t  is  believed some of the 
po llu tants ending up in  Minnesota lakes came from as fa r away as the Ohio River 
Va lley. One of  the greatest research needs in Minnesota is  to determine the 
problem caused by instat e loc al sources and how much is  caused by long distance 
tra nspo rt from outside sources. The effectiveness o f any sta te contro l measures 
placed on Minnesota sources in dealing wi th the acid  ra in  problem re lies  on an 
answer to th at question. We need EPA's nat ional ro le  and suppor t to answer
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th is  and other research needs concerning acid  ra in . State  action alone cannot 
solve th is  na tio na l-i nt er na tio na l problem.

NON-POINT SOURCES

In ad di tio n to the po int source po llu tio n program a c ti v it ie s , another 
impor tant part of  the MPCA's water po llu tion  contro l e ff o r t concerns the imple­
mentation of  abatement measures to control  non-poin t source po llu tio n from 
agric ultu ra l and urban runo ff.  With the comple tion o f the in it ia l Water Qu ali ty 
Management (WQM) Plan fo r Minnesota, there are continu ing  needs that  req uire 
ad dit ion al resources,  pa rt ic u la rl y  federa l financia l ass istance , to resolve  
non-poin t source problems. In order to enhance the WQM Plan, ad di tiona l 
fede ral fin anc ia l and technical  assistance w il l have to be allocated  along wi th 
the State and loca l money and resources.  As an example, the Rural Clean Water 
Program under Section 208 ( j)  o f the Clean Water Ac t, has ye t to al loca te  an 
adequate lev el of  funding. For Fiscal Year 1980, $50 m il lion  was made ava il ­
able natio nally , but in  1981 on ly $20 m il lio n  is  proposed under the Pre sid ent's 
budget request. However, the agricu ltura l po llu tion needs compare equa lly  i f  
not greate r than those under the po in t source clean-up program.

Without the s ta b il it y  and cont inu at ion  of  adequate leve ls  of  funding by 
the EPA and U.S. Department o f Agr icul tu re  fo r implementation, much of  the 
State's  c re d it a b il it y  wi th the pu bl ic w il l have been undercut and reso lu tio n 
of  the non -point source problem hindered.

SUMMARY

The f i r s t  three (3) programs covered in  th is  statement - -  construction 
grants , pre trea tment, and toxics  - -  are in great pa rt implemented through the 
NPDES program from both the permit issuance and enforcement standpoin ts. As 
was discussed, the construction grants program needs an appro priation cons ist­
ent wi th previous years in order fo r POTWs to be able to achieve compliance 
with in  the stat ut or y time and to allow fo r a cont inu ation  of  adequate MPCA 
sta ff in g  leve ls to adm inis ter th is  program. The same can be said  fo r the other 
programs that  have been discussed. Pretreatment, in  ad dit ion  to being dependent 
on the success of  the construction grants program, requires Section 106 funding 
of  the Clean Water Act of  1977 fo r the necessary adminis tra tion of  the program. 
T.he pretreatment and to xic s, two (2) clos ely re lated  programs, are and continue 
to  be high state and nation al p r io r it ie s . At the MPCA, the toxic s and pre­
treatment  programs have been integrated in to  ex is tin g program e ff o rt s . This 
in tegrat ion has by it s  very nature not allowed any excesses to exi st  in  the 
s ta ff  complement. Therefore, reductions in Section 106 funding would re su lt  
in a cut-back in  s ta ff  a c ti v it ie s  in  these areas.

The NPDES a c ti v it ie s  inc lud ing  water qualit y su rvei llanc e impact the con­
st ru ct ion gra nts , pretreatment and to xi c a c ti v it ie s . The establishment of  
standards,  processing and enforcement of  NPDES perm its impact the qualit y of  
the oth er water qua lit y  related  po llu tion  con tro l programs. Any reductions in 
funding whether they be in the cons tru ction gran ts,  Section 106 or other areas 
can and very w il l w il l have a snowball effect on the st ate 's  and na tio n's 
po llu tio n control  e ff o rt s . The MPCA is  already at  resource leve ls which cannot 
be fu rther reduced without having subs tant ial  adverse ef fe cts on our programs. 
The MPCA st rong ly supports the Pres ide nt 's Section 106 budget request of  
$48.7 M il lio n  as a minimum amount fo r th is  program re aliz in g that  because of 
in fl a ti o n  th is  does in fa ct re fl e c t a reduct ion in  rea l do lla rs  from 1980.
The MPCA strong ly encourages Congress to appropria te an amount of  Section 106 
funding that  re flec ts  a rea l do lla r amount equal to that  appropriated fo r 1980. 
The sign ifica nc e of the acid  ra in  s itua tion cannot be over emphasized. This 
s itu atio n must be addressed. The qua lit y  o f l i f e  is  d ir ec tl y  impacted by th is  
serious environmental problem. The stat e cannot act  alone in  th is  e ff o r t.  
Assistance from the nation al leve l must be made av ai lable so that  the problem 
can be pro perly  evaluated, so lut ion s developed and the problem solved.

Thank you fo r the opportunity to  appear before the Committee.
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Statement presented by Paul Taurasi, Representing the New England In te rs ta te  
Water Pol lu tio n Con trol Commission

Mr. Chairman - Members of  the Subcommittee,

I am Al fre d E. Peloquin, Executive Secretary of  the New England In te rs ta te  
Water Pol lu tio n Control Commission, comprised of the six New England States and 
New York Sta te.  I am presenting th is  statement on behalf of  our Compact-Member 
States who support the views expressed by the Association of  State and In te rs ta te  
Water Po llu tio n Control Adminis tra tors. Our States feel  that  the water po llu tio n 
con tro l program has cons istent ly  been underfunded since enactment of  Pub lic Law 
92-500 in 1972. However, they do recognize the curre nt economic problems and 
the need fo r budgetary cons tra ints and a balanced budget in e ff o rt s  to con tro l 
in fl a ti o n . For these reasons, our sta tes  general ly support the lev el of  funding 
set fo rth  in  EPA's FY81 March budget submission fo r Construc tion Grants, Sections 
208 Areawide Planning and 314 Clean Lakes recognizing  that  these re fl e c t reductions 
in av ai lable funds fo r the water po llu tion control  program. Although we are aware 
that  the Association of  State and In te rs ta te  Water Po llu tio n Control Admin istrato rs 
is support ing EPA's recommended $48.7 m il lio n  fo r Section 106 program gra nts, our 
Compact-Member States suggest that  considerat ion  be given to increasing  th is  appro­
priatio n to a $50 m il lion  le ve l. This is  less than a 10 percent increase over the 
FY80 appro priation which, in tu rn , re fle cted  a decrease from the FY79 le ve l,  a 
decrease compounded by in fl a ti o n .

A moderate increase in Section 106 funds could we ll make
the di ffe rence between mainta ining "statu s quo" s ta ff in g
and reducing state program s ta ff  during FY81.

Because of  step increases in  sa larie s and the state lev el of  ap prop ria tions , some 
or our sta tes  are now analyzing  the po tent ia l of  s ta ff  red uct ions.

My col league , Mr. Mauzy of  I ll in o is ,  has de ta ile d the Cons truction Grants 
process qu ite  thoroughly in  his  testimony and has ind ica ted the need fo r con­
tinu ed appro priations fo r that  program. Relating th is  need to our Compact 
Sta tes, the 1978 Needs Survey shows needs to ta ling  $23.2 b il li o n  in Categories I 
through V fo r the six New England States and New York Sta te. A ll of  our states 
have a backlog of  projec t needs. For example, Massachusetts, ri g h t now, could 
use $100 m il lion  in construction grants funds and New Hampshire could use $60 m il ­
lion . A 1979 EPA ana lys is ind ica ted  th at an average of  25.7 years would be re­
quired to sa ti s fy  the needs. This analysis  assumed a $4.2 b il li o n  annual appro­
priatio n and al loca tio n on the basis o f the ex is tin g formula.

Our Compact-Member States have estab lish ed an ex ce lle nt  record  of  complying 
wi th the requirements of  the Clean Water Act and approximate ly 50 percent of  the 
major stream miles  of  our waters are now at the fishable-swimmable le ve l.  As of  
Apr il 1, 1980, a ll  of  our sta tes  have ob ligate d a ll  funds allocated  to them fo r 
fisca l years 1973 through 1978. However, New York and Rhode Island have recovered 
a small percentage of  these funds which are now av ai lable fo r reob lig at ion to other 
projec ts . For fisca l year 1979 funds, the lev el of  ob lig at ion ranges from 3 per­
cent fo r New York to 97 percent fo r New Hampshire. The sta te of  New Hampshire 
has also ob ligate d 45 percent o f it s  fisca l year 1980 funds. Because of  th is  pro­
gress ,

Our States are now being penalized by EPA's de ferra l in
rele asing  FY80 funds. This de ferra l action w il l bring
the water po llu tio n abatement program, in at leas t the
six New England Sta tes , to a gr ind ing  ha lt  w ith in  the
next three months.
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Of our states , only Massachusetts has a pr ojec t under a Federal consent 
decree. Considering EPA's proposed po lic y to prov ide p r io r it y  funding to 
projec ts ,

I t  is not unreasonable to an tic ipat e that  a ll  our other
states may be wi tho ut cons tru ction grants funds from
6 to 18 months after th e ir  FY79 funds are exhausted.

Our sta tes  are unanimous in the view th at those sta tes  which have been progressing 
in complying wi th the provisions  of  the Act should not be dis criminated  against  
but should be accommodated to allow them to proceed, on an equita ble  basis , when 
ready to do so.

The Committee should be aware that  the cons tru ction of  treatment fa c il it ie s  
can take from 4 to 11 years . The Step 1 F a c il it ie s  Plan, which is  the pr el im in ­
ary planning fo r a pr o je ct , can take from 2 to 4 years and the Step 2, which is  
the preparation of  the plans and sp ec ifi ca tio ns  from which construction occurs, 
takes 1 to 3 years. I t  is  the refore eviden t th at a considerable amount of  pre­
paration time is required before a projec t is  ready fo r cons tru ction . Pro jects 
in th is  preparation stage are usua lly  re fe rre d to as "p rojects  in  the p ip e lin e."
A steady flow of  such pro jec ts is  require d to prov ide program s ta b il it y  and con­
ti n u it y . Pro jects in the planning and developmental stages cannot be in it ia te d  
wi tho ut having funds in hand.

The de ferra l act ion and EPA's proposed strate gy fo r phased
release of  FY80 and 81 funds could dry up the pipe lin e com­
ple te ly  and subsequently crea te a subs tant ial  lag in o b li ­
gations a ft e r funds are released.

A recent New York State study has ind ica ted  th at a gre ate r time lag than rea lized  
may occur between the ob lig at ion of  funds fo r a projec t and the actual cash outlay 
perta ining  to th at sp eci fic  ob lig at io n.  New York 's ana lys is has shown th at o b li ­
gations fo r Step 3 pro jec ts fo r which grants were made in September 1977 res ulted 
in a mere 8 percen t cash ou tlay 15 months a ft e r the date of  ob lig at io n.  The pat­
tern appears the same fo r la te r gra nts .

A gre ate r study of  the cash outlay pa tte rn would seem ju s­
t if ie d  in arr iv in g at  a ra tio na l dec ision on appro priations.

Further,  trade and pro fessional  publ ica tions  are now indica tin g th a t,  because of  
the in s ta b il it y  o f the program, some manufacturers o f water po llu tio n control 
equipment are phasing out th e ir  water po llu tion control lin es.  This action w i ll ,  
wi tho ut a doubt , reduce competition in  the indu str y and lead to high er prices  
fo r av ai lable equipment.

The cost of  water po llu tio n control pro jec ts can be reduced 
by el im inat ing some requirements of the program and stream­
lin in g  others .

The Association of  State and In te rs ta te  Water Pol lu tio n Control Admin istrato rs 
has developed in excess of  100 recorrmendations to  th is  end and is  s t i l l  working 
wi th the Environmental Pro tec tion  Agency in  e ff o rt s  to have the Agency implement 
at  leas t the major recommendations.

H is to ri ca ll y , construction grants ob lig at ions  have occurred on a peak and 
va lle y cyc le.

The release of many proje cts  to bid during a peak cycle  has 
always res ulted in much higher costs Decause of an abundance
ot work to r a lim ited number ot qua lin e d  contrac tors.
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Allow ing an even, stable  release of  pro jec ts to bid throughout the year  would 
spread the work out more evenly and re su lt in lower overal l bids. Peaks re su lt  
from delays generated by reg ula tion s and the review process and by the la te  appro­
priat io n o f funds by Congress. When one considers that  the $1 b il li o n  made av ai ­
lable in FY77 was appropr iated  nine months in to  the fi sca l year and the FY78 ap­
prop ria tio n six months in to  the fisca l year,  the stat ut or y 24-month ob lig at ion 
period  in  these instances was reduced to 15 and 18 months resp ec tiv ely.  No com­
mitment on projec ts could be made un ti l the funds were allocated to the states , 
therefore,  la te  appro priations have contr ibu ted  to bidd ing peaks.

The program in some of  our States has progressed to where the la rges t of  
pro jec ts are now reaching the construction stage.  In many instances , availab le 
Federal funds are inadequate to make a sin gle  gra nt fo r an en tir e to ta l pr ojec t. 
Therefore , these pro jec ts must be segmented and construc ted in phases. Unfor­
tuna te ly , phasing also increases costs. Rhode Island has reported th at it s  
Newport pr o je ct , i f  b u il t as a to ta l pr o je ct , is  estimated to  cost  $15 m il lio n . 
Phasing construction w il l increase the cost of  that  projec t to $22 m il lio n . Other 
states , such as Vermont, Maine and New Hampshire, s t i l l  h^ve many small proje cts  
to undertake and can use the maximum amount of  funds made avai lable  to them.

Reduced funding fo r construction grants w il l defer  the achievement o f the 
goals and ob jec tives of  the Act beyond the average 25.7 years mentioned e a rl ie r.  
Such action w il l also allow continued po llu tion and environmental damage as well 
as instances of  adverse impacts on the pu bl ic health .

• The adverse impact of  a reduced leve l of  appro priations
combined with EPA‘s de ferra l of  FY80 funds w i ll ,  in some
cases, include the clo sing down of  construction pro jec ts
needing grant increases fo r complet ion,

• Possible law su its  due to termina tion of  cont racts,
• Increased costs due to re st art in g of  construction

operat ion s,
• Limiting  projec t scopes to the design of  treatment plants

only wi th the projec t scope being la te r increased fo r
the fu tu re  design of  the conveyance system and the o u tf a ll
as su ff ic ie n t funds become av ai lable,  and

• A to ta l de ferra l o f projec ts .

Reduced al loca tio ns  also have an adverse impact on state assumption of  
management au th or ity  fo r the Construction Grants Program. A ll  o f our Compact- 
Member Sta tes , except Rhode Is lan d,  have negotia ted delegation  agreements wi th 
the Environmental Pro tec tion  Agency under Section 205(g) of  the Clean Water Act . 
Rhode Island st rong ly feels that  construction grants funds should not be div erted 
to other uses and that  funds, as pre sently al loca ted,  are not being app lied  to the 
el im inat ion of  our more severe po llu tion problems. The delegation  agreements re­
qu ire  a designated level of  s ta ff in g . Since the State  Management Assistance Grants 
are tied to the Section 201 Ap prop ria tion,  decreased appro priations re sult in 
funding in su ff ic ie n t to  suppor t the require d or  even the avai lable  s ta ff . Some 
sta tes  are pre sently studying the return of  delegated re sponsib ili ties to the EPA. 
The FY80 reductions in ap prop ria tions , combined wi th current de lib er atio ns,  are 
being in terpre ted by State legi slat ur es  as an erosion of  Congressional support 
fo r the water po llu tio n abatement program.
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One of our sta tes  is pre sently considering le g is la tion
which w il l scale down the lev el of  sta te appropria tion s
by amounts cons istan t wi th the lev el of  reduction in
avai lable  Federal funds.

For those states where 205(g) funds are inadequate, these funds are being 
supplemented from the program grants under Section 106 of  the Clean Water Act. 
However, the cu rren tly  proposed lev el of  funding fo r  Section 106 w il l require  
that  some sta tes  reassess th e ir  a b il it y  to  perform a ll  fun ctio ns presen tly 
covered under the 106 program.

A recent Section 106 Needs Assessment Study conducted by the EPA id en ti fied  
13 problem/program a c ti v it ie s  ca rried  out wi th these funds. The study determined 
that  fo r FY81 only  $6.4 m il lio n  in Section 106 funds would be requ ired by the 
New England States alone and $3.7 m il lion  by New York State to comply wi th  the 
requirements of  the Act. Under the present al loca tio n form ula,  Region I has re­
ceived approx imately $3.7 m il lio n  and New York State  $2.7 m il lion  from the FY80 
appro priation of  $48.7 m il lion .

Using the cu rre nt al loca tio n formula, an appro priation of
$84.2 m il lion  would be required to prov ide our Compact
States wi th the $10 m il lio n  needed fo r FY8K

I t  should be emphasized that  not a ll  states , and no in te rs ta te  agency, have con­
st ru ct ion grants delega tion  under Section 205(g). These en ti ties  must re ly  
so le ly  on 106 grant assistance fo r th e ir  respec tive  program a c ti v it ie s  and cuts 
in app rop ria tion s have a strong adverse impact on th e ir  respec tive  programs. Con­
sequent ly, con sidera tion of  a s ligh t increase in appro priation to $50 m il lion  
would not seem unreasonable nor in fla tionary .

The In te rs ta te  Sanitat ion  Commission has prepared a paper en ti tled  The 
Need fo r Section 106 Fu ll Funding which is  an ex ce lle nt  di ss er ta tio n on the 106 
program. I am sure the Committee w il l find i t  of  value in it s  de lib erat ions , 
the refore  I am tak ing the li b e rt y  of  inclu ding  i t  as an attachment to th is  
statement.
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Mrs. Boggs. T hank  you very much.
I thank all of you for your splendid testimony and the very good 

backup mate rial that you have given us in your complete sta te­
ments. We do appreciate it very much.

Would the  Association of State and Inters tate  Water Pollution 
Control Administra tors favor a $5 million reduction in the  Clean 
Lakes Program  with a corresponding increase  in the Section 106 
program?

In other words, which areas yield a greater wate r pollution con­
trol for the  dollar expended?

Mr. J eter. I think I will speak for myself on that  question.
I think the State  of South Carolina, and I believe most States  

would join in this, feel like tha t the  money can best be spent in the 
106 program because tha t basically covers a lot of the aspects of 
other  funding programs so, to answer  your question, if we had the 
option of having it in Clean Water or in 106, we would prefer  106, 
understanding that Clean Lakes is a very important program.

If it came to tha t, I th ink we would support the 106.
Mr. Mauzy. Illinois would view tha t similarly.
Mr. Lyon. Pennsylvania certa inly would share.
Mr. Breimhurst. From Minnesota, I would like to make a brief  

comment.
Minnesota has been one of the States that  has made major use of 

this Section 314 grant funding. We in our full stateme nt received 
seven restorat ion gran ts totalling some $2.96 million. We anticipate 
an additional 6 gra nt applications  to the  EPA totall ing some $2.32 
million in 1980.

We are very concerned about the  quality of our lakes, and we 
would like to continue  the program at some level of funding. We 
recognize the need for 106, and we would suggest that  possibly 
from a Minnesota  perspective we could pick up some of the 106 
problems.

We would like to continue the lake resto ration  program.
Thank  you.
Mrs. Boggs. Of course, I share your inte rest  in Minnesota’s 

waters, because I get it in my distr ict in New Orleans eventua lly.
Mr. Taurasi. I thin k we genera lly support if we have to make 

that hard choice, we would rather see the money in 106.
Mrs. Boggs. I thin k that perhaps  you should hear some of the 

language in our report in the supplem ental.
We had a resolution disapproving the deferral. A resolution  dis­

approving this deferral has not been introduced and refer red to th e 
Committee on Appropriations. Therefore, the committee is not 
taking a  di rect action on the proposed deferral at this time.

The committee, however, is concerned that the effect of the 
deferra l would cause certa in State programs serious disruption. 
Therefore, it strongly urges the Admin istration to release  $400 
million by August 1, 1980 in an effort to lessen any negative 
programmatic impact.

It is noted tha t earl ier construction grant outlay estimates of the 
agency were often overstated. Although improvements have been 
made, the committee believes a one-month ear lier  release of de­
ferred funds would have a minimal 1981 outlay impact.

Would you like to comment on th at  a t all?
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Mr. Taurasi. We would welcome funds at an earl ier time. The 
point I made in my ta lk still applies. If EPA is allowed to go with 
the think ing they are going with now, Federal Consent Orders 
would be used as a highest priority in our whole New England 
region, because the States  have been the  p rimary person.

With the enforcement actions, we could get little  of th at  money 
and also the release tha t they are  talk ing about in November of 
construction grant moneys, we also unde rstan d they may use Fed­
eral Consent orders also on th at  money.

It is good, but we may not get any of it.
Mrs. Boggs. The States, of course, now have to make the ir own 

priority lists, and the local projects have to bet on the priority list 
and then in order to get moneys you have to ask for them for a 
specific tre atm ent  plan, as I unders tand  each project.

Sometimes, of course, ther e are  more priorities than ther e are 
moneys to go around to them. How would this new arrangemen t 
affect them?

Mr. Taurasi. Basically what  the  EPA is doing by setting the 
priority, they are bypassing th e Stat es’ priori ty lists. We have some 
very good projects in Massachusetts that  are very high up on our 
priority list that are eliminating  raw sewage discharges, but they 
do not have Federal Consent orders so even though these are 
excellent projects to put these funds to good use, we won’t receive 
any funds on that  basis because they don’t have Federal Consent.

Mr. J eter. The State associations and the State  members feel 
like the project priority list is at the  hea rt of the construction 
grant programs, and the funding of projects needs to be on a 
system tha t is administered on a S tate level.

I think  only the States  can determine  where the money can best 
be spent within the boundary of tha t State.

Mr. Lyon. It is very important to point out tha t the States  have 
tried to program their projects to come out in time to be eligible for 
those State  development priorities . Set up a general  priority list 
tha t does not follow the  S tate system. It doesn’t gua rantee that the 
projects would flow much bette r, so I would share the view of my 
colleagues here.

Mrs. Boggs. Larry, do you have any questions?
Mr. Coughlin. I join in welcoming all of you here and, in part ic­

ular, my fellow Pennsylvanian , W alter Lyon.
You heard the Chairman indicate the  committee’s recommenda­

tion tha t the  deferred funds be released in August instead of Sep­
tember. There have also been discussions of the possibility of a 
resolution of disapproval of the deferral that would go on to Step 1 
and Step 2 funds.

Which would be preferable from your statement , to have a re­
lease of th e $400 million in August or to have a resolution disap­
proving the  de ferral of Step 1 and Step 2 funds?

Mr. Mauzy. Your lat ter  proposal would go to the heart  of some 
of the concerns by States in the administra tion of the  construction 
gran ts program.

We are concerned with the ability to maintain the  momentum. It 
is very discouraging to call a mayor who has been plugging away 
on his facilities plan for a year and a half  and he now needs a
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grant amendment to do a sewer survey and say come back and see 
me in the fall.

By fall he may have lost complete interest in the  project. It is 
threaten ing the credibility, so we would like to see the Step 1 and 
Step 2 projects going. If we have to have a construction morato ­
rium, let’s do it tha t way, and from my point of view and many of 
our State  members, tha t makes more sense in view of the long 
term of the program.

It still allows you to manage the program and get through Step 1 
and Step 2 as I remember, on a national average, takes  less than  
10 percent of the money anyway, so most of the money is when you 
make that construction commitment.

Mr. Lyon. The important thing  is to keep the projects going so 
we can get to tha t construction.

Mr. Mauzy. Right; some States  have projects tha t have gone to 
bid and the bids are in over the amount of the gran t, and they 
need a gra nt increase in order for the local government to accept 
the contracto r’s budget and get the project under construction, 
except the money they need to make the grant increases is tied up 
in the deferral.

Arizona is particularly hurt very badly there,  and I thin k Cali­
fornia has got a new project tied up just like that . It does not lend 
itself to good management.

Mr. Coughlin. If we did provide for Step 1 and Step 2 funds, 
tha t would provide the continu ity you are talking about?

Mr. Mauzy. Yes.
Mr. Coughlin. Facing the possibility over the next few years we 

have to stre tch out this program some, and I agree with all of you 
tha t we don’t spend enough on it, but the problem is ther e is a 
bottom to the pot.

If you continue with Step 1 and Step 2 and have some stretch-out 
in the actual  construction part  of it, tha t would be the most desir­
able way of doing it.

Mr. Mauzy. Right; and I think from our point of view many of us 
recognize the need for reduced Federal expenditure.

The thing  that allows you to manage a program, though, is some 
ability to predict. In other  words, don’t appropria te $2 billion, $4 
billion, $2 billion, $4 billion, you can ’t manage tha t kind of a 
system.

Come with some continu ity of funding level, that kind of a 
system, even if it is below the authorized level, you can manage the 
program if you have some indication that fiscal y ear 1981 is going 
to be this and fiscal year 1982 will be that , because it takes  you 
three or four years to lead those local governments through this 
very complex system.

All the way you go along you are  taking the mayor and you are 
making somewhat a commitment to him. In other words, you do 
your facility plan and get it approved and then  you do your design 
and you get it approved, you go to construction, so State agencies 
tha t are admin istering this are making commitments to local gov­
ernments, not legally binding commitments, but the mayor has an 
expectation.

Mr. Coughlin. Thank  you, Madam Chairman.

6 3 -2 77  0 - 8 0 - 3 6
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Mrs. Boggs. Thank you, Larry, and I can assure  you t ha t all of 

us on this subcommittee are going to be very, very interested in 
reading your full testimony and the answers  to these questions. If 
we have other questions tha t come to mind we would like to ask 
you to reply for the record, because we have made a commitment 
to Mr. Wheeler tha t he would be able to leave here in time for a 
very important engagement.

Thank you.

Environmental Protection Agency

WITNESS

EDWIN M. WHEELER, PRESIDENT, THE FERTILIZER INSTITUTE

Mrs. Boggs. We are very pleased to have you, Mr. Wheeler, and 
we will be happy to incorporate your stateme nt into the record, 
and you may proceed as  you wish.

Mr. Wheeler. T hank you, Madam Chairman.
Ladies and gentlemen, my name is Edward M. Wheeler. I am the 

full-time lead executive of the Ferti lizer  Ins titu te located at 1015 
18th Street in the City of Washington.

I appear before you in the next ten minutes in a refreshing role. 
We are not asking for expenditure. Rather we are asking that EPA 
be admonished not to expend, and I shall try to explain to you why 
in the next few minutes.

As a way of background, our members produce about 18 million 
tons of anhydrous ammonia a year. Seventy-five percent goes to 
fertilizer and the balance goes to industria l products.

As the  state men t included indicates, fertilizer , commercially pro­
duced, gives the country an increase of yield of all crops in the 
range of 30 to 40 percent.

Now, I don’t want to make engineers out of either one of you this  
afternoon because I am not one, but I do want to say this:

Under the cur rent law as administered  by the Environmental 
Protection Agency, as we build our plants we secure a permi t 
under Section 301 of the Clean W ater Act which takes into account 
the fish life, the  s tream  temperatu res, et cetera.

They then grant a plan, a permit  based on the amount of ammo­
nia contained in tha t stream of discharge. If the government does 
not agree with tha t, then  we have to expend a fairly substantia l 
amount of money to bring it within range of tolerances.

The gentleman from Pennsylvania is not involved, but the gentle 
woman from Louisiana is involved in her  own State  because, Mrs. 
Boggs, I heard you tak e cognizance of the waters of the Minnehaha  
flowing into the Mississippi, and that  is the  most important  con­
gressional distr ict in the country, yours.

The bulk of our plants  are located north of you basically, and 
Mr. Gillis Long’s district, and it is the  ammonia capital of the 
world. It is a nitrogen capital of the world. As the gentle lady 
knows, this stream of the Mississippi contains no trout. It is a high 
tempera ture  stream  compared to the streams of the State  of Wash­
ington, so our plants  down there are  in full compliance with cur-
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ren t EPA requi rements and are not adding to the  load the  Missis­
sippi is currently  carrying.

Sc th ings are running along in pretty good shape unti l the  bomb 
broke with the publication of the  Environmental Protect ion Agen­
cy’s requirements  of January  3 of 1980.

In the Jan uary 3 proposal, the EPA has decided to list anything 
of an ammonical nature, ammonia, under Section 307 which abso­
lutely would preclude any discharge of ammonia into a stream, 
because it  would be listed as “detoxic substance”.

Ammonia is the basic building block of life, and ammonia  will 
come from any plan t tha t is involved in manufacturing  such as due 
processing, et cetera, under the old section. As we are doing busi­
ness today, we spend $100 million on ou r ammonia  plants and took 
out 90 percent of this miniscule discharge.

To comply with the new proposal under Section 307, it will now 
cost us $300 million to take out this very small amount.

Now, I know none of the Members of th is committee are familiar 
with the drinking world but basically what  the EPA is asking us to 
do is to now serve everyone a Vodka mar tini and to spend $300 
million to take  the Vermouth out of it, and that is what this thing  
is all about.

Frankly, at the meeting with the President  and Mr. Kahn and 
the Secretary of Agriculture on Thursday last, when we were asked 
to hold our prices in line, they posed a question to us, of our group 
that was there , what is causing the  price of fertilize r to rise and 
among other things we posed to them we do not understand why 
the government is coming up with regulat ions such as the ones we 
are discussing with you today, which would compel us to spend 
$300 million to remove a miniscule amount of ammonia from the 
water when we have already removed 90 percent of which we are 
responsible for.

So this bothers us. I think it is beginning to bother  th e taxpayers 
of th e country, too. I think even the  environmentalis ts are  begin­
ning to be concerned.

Are we now shooting for an overkill and spending far more than 
we get in the way of environmental results?

Now, to save the committee a lot of research, we have gone back 
over the last five years of th e EPA’s annu al water quality inven­
tory report  to the Congress and never had they mentioned anhy­
drous ammonia or ammonia as being a problem in the Nation’s 
streams,  never.

The EPA data  that is contained in the  Jan uary 3 Federal Regis­
ter  promulgation shows, by the ir own volition, that the ammonia 
levels themselves  a re not of any significance.

The bulk of the ammonia  in the United States  streams today 
from point source, not non-point source, but from point source 
discharge comes from the municipal sewer plants,  90 percent of it, 
which they are not now trying  to regulate, so we come full circle, 
particularly as to our industry , and you will late r hear  from your 
various and sundry food processors at home.

We are now being asked to spend $300 million in a five-year span 
to take  out this very, very minute quantity  of ammonia,  and when 
removed it will not enhance the environment . It will not improve
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the aquatic life of the Nation’s streams. It will only improve the 
coffers of certa in equipment manufacturers.

We, therefore, ask the committee, based on this proposition, to 
admonish the Environmenta l Protection Agency not to expend its 
fiscal year 1981 budget on the creation or the enforcement of the 
so-called January 3, 1980 promulgation.

It boils down to this: The Congress recently vented its spleen on 
the Federal Trade Commission, basically on the proposition tha t 
enough is enough.

What we are saying to you is that  enough is enough to ask us, 
among others, to spend that kind of sum of money to get such a 
miniscule improvement which will not improve the fishing in 
Pennsylvania,  will not improve the  fishing off the docks of New 
Orleans, although  I would like to go down ther e and conduct cer­
tain research, but it is a foolish thing, and we simply say to this 
committee that we would like to admonish  you today not to spend 
funds in these kinds of projects.

Thank you.
[The statemen t follows:]



Mr. Chairman and Members of the Committee, this is 
an unusual role for us, in that The Fertilizer Institute 
has never appeared before this Committee. We have made 
this request to appear before you today because of our 
alarm at a proposal being made by the Environmental 
Protection Agency (EPA). We, of course, are operating 
under many many of the EPA's rules and are involved in 
responding to a goodly number of their proposed regulations.

We have had a generally satisfactory ongoing relation­
ship with the agency and have been in litigation with them 
but once since the creation of that arm of the government. 
However, the EPA proposal published January 3, 1980 (45 
Fed. Reg. 803) so goes beyond the limits of reason we 
decided to come to your committee. Candidly, we ask this 
committee to delete any funds whereby EPA could implement 
or enforce the above cited proposal. The January 3, 1980 pro­
mulgation (if finally adopted) would classify ammonia as a "toxic 
pollutant" pursuant to Sec. 307(a) of the Clean Water Act.
The primary impact of this proposal is to foreclose the option 
for obtaining Section 301 waivers from effluent guidelines 
under Best Available Technology Economically Achieveable (BAT). 
These waivers are available to a discharger who can show 
that his discharge of "non-conventional pollutants," such 
as ammonia, is not environmentally harmful. Fully 80 per 
cent of the nitrogen fertilizer industry is in the South 
where sensitive species such as trout simply do not reside.
No problem exists near most of these plants; the levels 
of ammonia in the lower Mississippi River are well below 
the "safe" level.

Presently, EPA issues permits to discharge waters 
from our plants on a site-by-site basis. This is a sound 
logical regulatory scheme. Waters, aquatic life, volume of 
discharge etc., all vary in many degrees and relationship. We 
as an industry have spent over $100 million and reduced our 
ammonia discharges by about 90%. Bear in mind that the U.S.

The Fertilizer Institute is the trade association representing 
the nation's fertilizer industry. It consists of 350 members 
who produce and deliver 51+ million tons of fertilizer a year 
to the American farmer and export in excess of 20 million tons. Our members currently have $10 billion + dedicated to fertilizer 
production.
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ammonia capacity is approximately 18 million tons per annum 
with 80% of the ammonia being consumed as fertilizer. The 
latest proposal is to require our industry to remove the 
miniscule remaining amount of ammonia from the discharge 
water. To kill this gnat will require us to expend not 
less than $300 million over five years. EPA has totally 
failed to show any benefits to the environment commensurate 
with this sum. The committee is undoubtedly now aware of 
scores of industries that are likewise to be severely 
impacted by this proposal, for food processing plants such 
as chicken and livestock packing plants will come under this 
same regulation, with the same relative economic burden 
and again without any appreciable benefits to the environment 
or the public. Yet, inexorably all these additional costs 
will eventually be included in food prices at the retail level.
I need but mention in passing that the public is vigorous 
in being opposed to further supermarket price increases.

Let us not forget that ammonia is not some "dimethyl 
terrible." Ammonia is a basic building-block of life itself. 
Life as we know it could not exist without ammonia. Nitrogen, 
much of it in the form of ammonia, is an essential macronutrient 
As indicated, 80% of the commercially produced ammonia is 
used as fertilizer either as ammonia or nutrients derived 
from ammonia. Fertilizer accounts for one-third of U.S. 
production of food and fiber.

Thus, ammonia does not fit the concept of a "toxic 
pollutant." (1) Ammonia is not carcinogenic, teratogenic 
or mutagenic. (2) Ammonia does not bioconcentrate or bio­
accumulate. (3) Ammonia is rapidly degraded; and (4) Ammonia 
is not persistent in the environment.

Admittedly, ammonia can be toxic to fish. But, in 
only one of its forms and only under the right environmental 
conditions, which vary from stream to stream and even from 
one reach to another. But, EPA has ignored two of the criteria 
Congress directed them to take into account when adding 
substances to the Section 307 toxic pollutant list: persistence 
and degradability.

Is there a problem? EPA's own reports (EPA's Annual 
Water Quality Inventory Report to Congress) never mentions 
it. Nor does EPA's data in the Federal Register show that 
ammonia levels in the nation's waters are significant.
Point source ammonia (i.e., being discharged through a pipe 
opening and thus being readily identified) is 95% attributable 
to Publicly Owned Treatment Works (POTW's). Bluntly stated, 
this ammonia comes from the city sewage plants of the nation.
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municipally discharged ammonia. Instead, it is "zeroing in"
on only the remaining five per cent. Indeed, EPA admitted 
in an informal meeting with industry representatives that 
most ammonia in the environment is from "natural" sources, 
including rainfall and decay of vegetative and animal matter. 
This is a consequence of the nitrogen cycle, a basic process 
of life itself.

The recent expression of public exasperation over 
bureaucratic overreach as expressed by the Congress in its 
treatment of the Federal Trade Commission is of great 
significance. Citizens of all persuasions and walks of life 
are becoming alarmed at not only the expense of a surging 
growing body regulatory, but are now asking, "Is it worth 
what it costs us in our role as (1) taxpayers and as (2) 
consumers?

In the instant situation EPA is proposing to force 
the expenditure of millions upon millions of dollars in 
order to eliminate a miniscule amount of a substance which 
will have no appreciable measurable benefit to our citizens 
or their environment. Congress should again send a signal 
to its servants: - enough is enough - the costs are too 
great - the benefits immeasurable.

We ask the Committee not to appropriate funds to 
implement or enforce the proposal set forth by the Environ­
mental Protection Agency at 45 Federal Register 803 et seq.

Edwin M. Wheeler 
President
The Fertilizer Institute 
1015 18th Street, N. W. / 
Washington, D. C. 2003/6 
Phone: 202-466-2700
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Mrs. Boggs. Thank you, Mr. Wheeler, very much.
Mr. Coughlin?
Mr. Coughlin. Thank you very much.
In meeting with EPA, what  reaction  do you get to all of this?
Mr. Wheeler. We have all employed lawyers and are getting 

ready to do battle. As I pointed out in my sta tement, we thin k tha t 
the crite ria in Section 307, for example, is not met.

Among other  things, Section 307 to be listed, ammonia must be 
persistent and it is not. It must be slow or non-definable, and it is 
not, because ammonia is very rapidly degradable. We don’t know 
what they are going to do.

Sir, one of the members of the  EPA staff was at tha t White 
House meeting the other day, and they said, well, in view of this 
we will reconsider, and I don’t know what the heck that means.

Mr. Coughlin. Has th is regulation been published in the Federal 
Register for comment?

Mr. Wheeler. Yes; most of the agricultu ral community is com­
menting and not favorably.

Mr. Coughlin. Thank you very much.

Department of Housing and Urban Development

WITNESS

MARVIN J. TICK. LEGISLATIVE AFFAIRS COORDINATOR. COUNCIL OE
STATE COMMUNITY AFFAIRS AGENCIES

Mr. Sabo. Our next witness is Mr. Marvin Tick.
Mr. Tick. I am Marvin Tick, and I am the Coordinator of Legisla­

tive Affairs for the Council of S tate Community Affairs Agencies, 
otherwise known as COSCAA.

We are the nationa l organization which represents State execu­
tive agencies charged with the implementation  of State  housing, 
community development, p lanning, economic development and gen­
eral local assistance.

We seem to be switching topics here to housing and community 
development, and we a re pleased to testify here before you today.

We wish to comment to your comment on needed appropriations 
for fiscal year 1981 housing and community development programs.

COSCAA officials have previously testified to both the Senate  
and the House with strong support for the authorizations of the 
community block grant program, the Urban Development Action 
Gran t Program and Basic Assisted Housing.

I will keep my comments this afternoon brief and focus on our 
concerns for the Section 701 Comprehensive Plann ing Program.

Mr. Chairman, careful planning for balanced economic growth 
and community development is critical if both State and Federal 
agencies are to ensure  a bright future for our cities, large and 
small alike.

This committee has in the past expressed its support and con­
cerns for planning programs. We wish to bolster your efforts and 
urge this committee to continue with the full funding of the Com­
prehensive Planning Programs, which the  Administra tion request­
ed at  a level of $40 million for fiscal year 1981.
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In stat ing our case in favor of this program, I hope to focus your 

attention directly  on the benefits of statewide plann ing and point 
to successes in local revitalization through strong  Fed era l/State  
partnerships.

These partnerships, we feel, become even more critica l as avai la­
ble resources m ust be leveraged and maximized.

Over the past five years our States have begun to develop and 
implement basic policies and strategies to aid distressed communi­
ties, provide housing and ensure  local urba n/rural  economic devel­
opment.

In many cases, as I will detail in a moment, the resul ts have 
been new State legislation, targeting of resources, and bolstering of 
local assistance programs. Much of the impetus for these positive 
actions at State  level has come from strong  State partic ipation in 
the 701 program.

Moreover, many State executive policies have been molded to fit 
closely and compatibly with Federa l efforts, such as CDBG and 
UDAG. Here, too, Sta te 701 programs have led to the development 
of joint Federal/State  actions to revitalize communities through an 
across-the-board intergovernmental approach.

Oftentimes, Mr. Chairman, in the past planning programs are 
criticized for a lack of clear objectives and  implementation . Today, 
I wish to point out a few examples among many of how the 
Statewide Comprehensive Planning Program  has generated  concise 
products.

In response to congressional mandates for housing and land use 
planning, most States  have conducted full housing needs assess­
ments concentrating on the problems of low-income persons and 
distressed communities, urban and rural alike.

These housing e lements have often led to State  legislation  for the 
creation of housing finance and mortgage finance authori ties  to 
ensure  needed housing production in cities. This is especially crit i­
cal as we are  well aware of the ren tal housing crisis in major cities 
and lack of housing in rural areas.

Land-use elements have enabled States to develop growth poli­
cies to cover many needs and issues such as urban sprawl and the 
preservation of prime farm/a gric ultu ral lands. These assessments 
have led to State  programs for prime land preservation, balanced 
urban growth, and rural community preservat ion.

Most recently,  Mr. Chairman, States have begun to help package 
and coordinate resources from Federal, State  and local agencies 
with funds from the private sector for a higher  impact at the local 
level. This linkage between the Federal and State  Govermnent is 
critical as benefits accrue to localities on a cumulative basis.

Mr. Chairman, States  are often called upon to bring forth re­
sources for community development. States  have responded and 
the 701 Program has helped to cause this leverage.

A few examples include:
California has established a $100 million statewide housing pro­

gram for the  finance and rehabilita tion of local housing;
Wisconsin, Minnesota, and Massachusetts each have implement­

ed major State housing rehab ilita tion programs with State legisla­tive funding ranging from $35 to $50 million;
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Florida, Michigan and  Alabama have established State communi­

ty development strateg ies to define communi ty distress or establish 
growth areas, and to provide resources to meet established needs;

North Carolina, New Jersey, and Wisconsin provide State  com­
munity  development funds throu gh innovative incentive or formula 
gran ts to assist distressed communities. These funds range from 
$400,000 to over $10 million;

Many States  including Illinois, Colorado, and Ohio have estab­
lished reinvestment incentives and tax credits to stimu late job 
opportunit ies and local economies, especially in distressed areas, 
both urban and rural.

As housing considerations  become more critical  due to energy 
and economic concerns, a number of State s like Massachuse tts, 
Montana and Michigan have increased housing finance and public 
housing opera ting assistance  programs.

Massachuset ts provides annual opera ting subsidies for nearly  
50,000 housing units. Importantly , 701 funds have provided States  
with the means to develop larger,  more sophistica ted State techn i­
cal assistance efforts, especially to work in community develop­
ment programs like UDAG and CDGBG, and in rural programs 
such as FmHA housing and community development.

Louisiana, Georgia and Vermont are excellent examples in this 
case.

These are only a few of many examples. In the last five years  
States have begun to provide basic community development pro­
gram assistance, including the provision of “hard do llars.”

These initiat ives have been made possible only through careful 
planning and statewide  policy development which the 701 program 
has great ly encouraged. States, as equal par tners in revitalization 
efforts, have produced effective resul ts in 701 to date, and will 
continue to produce similar ly in the future.

Lastly, Mr. Chairman, we again wish to express our overall 
support of HUD’s efforts to main tain a viable planning program. 
We believe tha t this program enables Federa l and State govern­
ments to promote revitalization . Although the 701 investment is 
small, we have shown its ability to leverage many times more the 
resources than  the initial  cost. This  is effective action.

Thank  you for this opportunity to express our support for hous­
ing and community development in genera l and for the Compre­
hensive P lanning Assistance Program.

Mr. Sabo. I would assume that  being the planning process, 701 is 
available for the States. If it is reduced on a Federal  level, it  would 
be a high priority for the States  to continue  funding.

Mr. Tick. Some of the things that have come forward from 701 
have been the fact that the planning process and the policy devel­
opment process have increased at the  S tate level.

One of the th ings that our representa tives  continually  point to us 
with a myriad of Federal programs from various agencies is the 
need to help coordinate and for a greater impact to still be there,  
and 701 has provided the ability for States  to do this and we would 
hope th at that  would remain.

Mr. Sabo. I would assume that  if it is that  valuable the States  
with the ir broad tax bases would be able to pick up any changes 
tha t are made.
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Mr. Tick. It is impor tant, and I hope the planning, sir, would 
remain important.  What I have tried to show here today are  a 
number  of many programs, housing, rehabilita tion and rating sub­
sidies t ha t are also requiring State  dollars, and this Federa l assis t­
ance is helping to ensure that.

Mr. Sabo. Are you really sure all these good things  are  linked to 
the 701 funds?

Mr. T ick. Having been in the 701 program at both the  local and 
State levels, I have seen those come forward. Our representatives, 
and I will submit for the  record, if you wish, to show those linkages 
from localities and areawide agencies that  have come forward on 
the intergovernmenta l approach.

It seems very critical that we look to tha t, to maximize and 
leverage, and 701 has helped to do that .

Mr. Sabo. I am inclined to agree that planning is important.  I 
am also inclined to think that if we change a priority, that other  
multi-jurisdictional agencies, are most important to maintain. 
States  have broad tax-bases of their  own and can finance planning 
on the ir own.

I have trouble, having been a part icipant in Minnesota, making 
the link between the 701 planning process and our housing reha­
bilitation program, I don’t really thin k they are linked, but thank 
you for your  testimony.

National Consumer Cooperative Bank

WITNESSES

RAY M. STROUPE, PRESIDENT. NATIONAL TAX EQUALITY ASSOCIATION 
CHRISTOPHER FRENZE, DIRECTOR OF RESEARCH

Mr. Sabo. We welcome to the committee, Mr. Ray Stroupe. If you 
wish you may summarize your s tatement at this time.

Mr. Stroupe. T hank you.
I am Ray Stroupe and I am accompanied by Christopher Frenze, 

our Director of Research.
The National Tax Equality  Association apprec iates this  opportu­

nity to express our views on th e fiscal yea r 1981 budget request for 
the National Consumer Cooperative Bank (NCCB). NTEA consists 
of over 2,000 firms, mostly small businesses, which support tax 
equality and are opposed to government- institu ted discrimination 
agains t taxpaying private businesses.

NCCB LOANS SHOULD BE MINIMIZED SO AS TO LESSEN DISTORTIONS 
INDUCED BY TAX FAVORITISM

To the  exten t the NCCB bestows credit subsidies on already tax- 
free businesses, economic ac tivity will be fur ther warped by govern­
ment intervention (in the forms of tax and credit subsidization). 
The p aternalistic policy of tax  favoritism, by exempting the favored 
businesses from income taxat ion, increases the tax burden on the 
remaining concerns. Privileged cooperative enterpris es are virt ual ­
ly subsidized by their escape from the burdens of supporting our 
government which others must ultim ately  bear in ever-increasing
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amounts. Small business especially is put at a competitive disad­
vantage, and many small firms are being crushed between acceler­
ating inflation and onerous taxation.

The government policy of favoritism and discrimination is un just 
and distorts resource allocation and economic calculation. To 
reform our existing biased tax code, NTEA advocates a neut ral 
code under which competing businesses would be taxed on the 
same basis.

Modifying tha t next paragraph, sir, NTEA is aware of the spe­
cious theories, including the price adju stme nt theory, utilized by 
the cooperatives to rationalize the ir privileged tax status.  These 
theories are reflected in the NCCB lite rature  with the reference to 
the “nonprof it” char acte r of cooperatives. In fact, cooperatives 
have profits, and ther e is nothing unique about these profits. The 
distribution of cooperative income has no relatio n to profit margins 
arising from th e actual  trans actions of individual patrons.

As the eminent economist Ludwig von Mises has observed:
Cognizance of this sta te of affa irs explodes ent irel y the  cooperative doctr ine 

concerning patr onage refun ds or patr onage dividends.  Thes e refun ds have noth ing 
at  all to do w ith the  purc hase s of the  individual membe rs. They are  not adjusted  to 
the  marg in above costs at  which the  concrete purchases were  billed to the  indivi du­
al members. They are  dist ribution  of t he tota l profit ear ned  by the cooperative over 
a definit e period of time. A member who bough t only arti cles in the  sale of which 
the  cooperative suffered  losses is no less ent itle d to a refund in proport ion to the 
tota l amo unt of his purchases tha n any oth er member.

The economic cha rac ter  of a coopera tive does not differ  from th at  of a priv ate 
store. Success nets  profits, fail ure  losses. . . .

According to former IRS Commissioner Mortimer Caplin, by pre­
tending they are nonprof it—

[Coope rati ves  are  virt ual ly exem pt from the  corporate  income 
tax  . . . Cooperatives afford anoth er—and ext rem e—illu stra tion  of the  intrusio n of 
tax-fre e organizations into the  market-pla ce . . . Capi taliz ing upon their  abil ity to 
gen era te tax-fre e earn ings,  coopera tives have become per ma nen t, large-scale  ins titu­
tions, sep ara te from, and in large  mea sure  independ ent of, of the ir pat rons . . . The 
competi tion which they are  capab le of gen era ting  is aggressive and formidable.

In our view, ther e is no legitima te reason taxpayers should be 
forced to grant credit subsidies to alread y tax-subsidized business 
enterprises. Fair  competition and economic efficiency will be maxi­
mized to t he exten t encroach ment of tax-favored businesses is mini­
mized.

THE NCCB AND THE PUBLIC ALLOCATION OF CAPITAL

The creation of the NCCB represe nts only one more example of 
the rapidly increasing trend toward the public allocation of capital. 
Through government  interven tion, funds are  diverted from the 
allocation of the profit-and-loss (ma rket system) and instead chan ­
neled into areas deemed “socially desirable” by governm ent bu­
reaucrats. Economist Yale Brozen has noted:

As credit -allocatin g programs cont inue  to grow, an incre asing portion of our 
capital is divided among vario us uses according to the political clout th at  can be 
exercised on behalf of each. Whom you know and with whom you have  influence 
becomes more imp orta nt in obta ining capit al tha n how productively you can use it. 
Capital is diverte d from more produc tive uses to politically dete rmined  applic ations . 
The possibilities for corr uptio n and tyr ann y multiply, and  the  nat iona l income pie 
shr ink s as a consequence  of this process . . . more and more of our  resourc es are 
devoted to winning political influence, as th at  becomes th e road to access to ava ila­
ble capit al and subsidies.
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NCCB Director Frank Shearer has state d that:

If the  American economy is to be so tran sformed that  it begins to resemble a democratic economy, public control of the  economy mus t grow sub­stantially . . . such a plu rali st economy . . . must  effect a drama tic increas e in public enterprise , as well as in cooperatives, comm unity developme nt corporat ions  and worker-owned coopera tives . . .  At the  nat ional level, a Co-op Development  Bank . . . could lend funds and make available  t echn ical assi stance . . .

NCCB OPERATIONS WILL CAUSE INFLATION BY INCREASING 
GOVERNMENT SPENDING WHILE STEADILY ERODING THE TAX BASE

Many supporters of the NCCB have asserted tha t its impact will be anti-inf lationary. In fact, the operations of the NCCB will pro­
duce serious inflationary effects by undermining fiscal policy. NCCB appropriations  will increase government spending and real ­
locate capital from the private  tax-paying sector to the  tax-free cooperative sector. However, every expansion of the tax-exempt sector will result in a corresponding erosion of the tax base. With the steady narrowing of th e tax base, the confiscatory tax burden on the private sector will gradually increase, forcing more and more private  firms out of business. This vicious cycle, in turn , may provoke a severe fiscal crisis. Furtherm ore, NCCB debt issues in already strained capital markets will crowd out private inves tment  and tend to force interes t rates  even higher. Small business will be especially hard hit.

The fiscal drain produced by th e NCCB will be aggravated by the fact tha t the distributed profits of the consumer cooperatives are not even taxable at the personal level. Most importantly,  the lend­ing ac tivities of the  NCCB are in direct conflict with the clear will of Congress and the American people for balanced budgets and sound fiscal and monetary policies.

OTHER EFFECTS ON SMALL BUSINESS

The adverse effects generated by the NCCB will be compounded by the present weakened condition of many small private firms barely subsisting on extremely thin  real after- tax profit margins. Under the current inhospitable  business environment, the  logical result  of NCCB financing could well be to force many private firms under and facilitate the  emergence of a large cooperative sector or even a cooperative economy.
The liquidation of many small businesses by government-fostered proliferation of unfa ir tax-exempt competition would be most un­

fortuna te. Small business provides over 95 percent of th e new job opportuni ties in the U.S., and is an essential source of innovation and competition throughout our economy. It was these consider­
ations tha t prompted the widespread opposition of the small busi­
ness community to the creation of the NCCB in the first place.

As Congressman Henry Gonzalez stated , “The small businesses in this country—the independent grocers, the neighborhood ga­
rages, and the radio and TV re pair  shops—would bear the bru nt of the competition financed by this  b ank. ’’ We submit tha t weakening  
these types of firms will not only contr ibute  to industria l concen­tration and economic stagnat ion, but will also limit social mobility by obviating small business entrepreneursh ip and thus cutt ing off the bottom rungs of the economic ladder.
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There are many valid reasons the  NCCB should never have been 

created in the first place, and these reserva tions are at least  as 
relevant today. The severe infla tionary impact of the NCCB is 
certain ly a more pressing consideration now th an ever before. This 
new bureaucracy is tota lly unnecessary and wasteful, and it should 
be dealt with now before it builds up a powerful special interest 
constituency. Furthermore, the NCCB could develop an extremely 
destructive potentia l by i ts credit subsidization of tax-exempt  busi­
nesses which will engage in unfa ir competition with small taxpay­
ing firms in a t ime of growing economic uncerta inty.  Consequently, 
we recommend that NCCB appropriations be minimized, or prefer­
ably, that the NCCB be terminated altoge ther.

Thank you for this opportunity to express our views.
Mr. Sabo. Thank  you. We appreciate your taking the time to be 

with us today.
Mr. Stroupe. T hank  you, sir.

Department of Housing and Urban Development

WITNESSES

CUSHING N. DOLBEARE , PRESIDENT, NATIONAL LOW INCOME HOUS­
ING COALITION

THOMAS WOODSTOCK. REPRESENTING NATIONAL COUNCIL OF SENIOR
CITIZENS

Mr. Sabo. Next, Ms. Cushing Dolbeare and Mr. Thomas Wood- 
stock would like to make a join t presentation. Welcome back again. 
Good to see you again.

Ms. Dolbeare. Thank you very much. I t is good to be here again. 
My message has not changed substantia lly since last year or the 
year before, so with your permission I will summarize it and the 
whole thing can be inserted in the record.

Mr. Sabo. We will inser t the enti re statement in the record.
Ms. Dolbeare. I think the most significant thing  that concerns 

us is tha t the problems of low-income people, particularly low- 
income rente rs, are getting  worse at a very rapid rate. While 
overall rents have not kept up with the rate  of inflation, very low 
rent  units—that is, units  renting for less tha n $100 a month—are 
virtua lly disappearing from the market, except for subsidized units, 
I am sure that anyone can realize why th at  would be t rue.

It is simply impossible for any person who has to make even a 
modest return  from rental housing investment to provide decent 
housing, pay utilit ies and property  taxes, and still rent  the ir units  
for less than $100 a month.

The problem is t ha t there are still several million ren ter  house­
holds with incomes th at are so low tha t they can pay no more than 
$100 a month for rent. We have estimated that the gap between 
the number of ren ter households wi th incomes below $4,000 a year, 
and the number  of renta l units  that ren t for $83 a month or less, 
which is 25 percent of the ir income, is growing at the rate  of a half  
million units a year. So, if we jus t look at the housing problems of 
very low-income renters, and look broadly at the stock as a whole,
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we find that the housing situat ion for low-income people is getting 
worse at the  rate  of a t least a h alf million units  a  year.

Offset against that  are the annual efforts we make through 
programs of HUD and the Farmers Home Administra tion, (which 
is, I realize, outside of your jurisdiction) to provide assisted housing 
for low-income people. If we use t he official estimates of the admin­
istrat ion in the ir budget requests, which we thin k were very 
optimistic, they have requested a total of 441,000 assisted units  for 
low-income people through all of HUD and Farmers Home Admin­
istrat ion combined.

The resu lt is tha t if those unit levels were to be fully funded, 
low-income people at the end of 1981 would still have a more 
critica l housing situat ion facing them than at the beginning of 
1981. 7

Obviously, something has to give. We realize that this committee 
is not in a position to do any more giving th an the Budget Commit­
tee and the authorizing committees permit within the framework 
of the budget resolution and the authorizing legislation—and we 
have been talking with those committees  too, as you can imagine.

We know and we share  the concern about the rising cost of 
providing housing assistance. We are convinced that we need to 
move toward a long-term approach to meeting the housing needs of 
low-income people tha t is rat her differen t in concept from our 
cur ren t program.

However, one of the  things  we have learn ed—and I should say I 
in part icular have learned, because I have been in the housing field 
for close to 30 years—is that housing programs change gradua lly, 
and nothing is gained by scrapping a program and inst itut ing a 
new program, because you lose a lot of momentum. The thing that 
we need to do is to try to build on the successes of the  p rograms we 
have, and work each year for improvement.

There are  some materia ls and some rath er  s triking charts at the 
end of my testimony which compare the direct expenditures in 
housing through the HUD appropriations and outlays with the 
indirect  expenditures tha t the Treasury makes through the  provi­
sions of the Inte rnal Revenue Code.

I was frankly flabbergasted when I compared the total  accumu­
lated outlays for all housing assistance under  all HUD programs 
from 1937 through 1979, and found that  they totaled slightly less 
than the cost to the Federal Treasury of housing-re lated tax ex­
penditures in 1979 alone. I was so flabbergasted I called A1 Kliman 
over at HUD and said, “Is this really right?” (It was) While we 
share the concern tha t the cost of assisted housing measured in 
outlays is rising at the rate  of at least $1 billion a year, the 
increase in the housing-related tax expenditures is much more 
rapid. So the  relationship is likely to hold true until  something is 
done ei ther to increase assisted housing expendi tures, or to cap tax 
expenditures, or both.

Our final concern is with the proposed use of some of the assisted 
housing money. There is a proposal which the Banking Committees 
on both the House and Senate sides are  about to repor t to fund 
middle-income housing construction programs from the  lower 
income housing appropriation. The house income limit is 130 per­
cent of median, the Senate  would be 150 percent of median. Tha t
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means tha t 75 percent  of the people in this country would be 
eligible for rental housing assistance.

We recognize the need for stimulat ing construction of rental 
housing, and probably for providing some kind of shallow subsidy. 
Apparently renta l housing is not going to be built otherwise except 
a small amount of luxury housing. But we really think, given the 
housing needs of low-income people and the very acuteness of their 
housing problem, tha t to fund that kind of program out of the very 
limited resources tha t are being made available  for low-income 
people instead of finding some alte rnative  method of funding—for 
example, by capping the tax expenditu res—is both unjus t and in­
equitable. It is also unwise.

I would be glad to try  to answer questions, if you have them. 
[The statement follows:] \
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National
Low Income Housing Coalit ion
215 Eighth St reet , N.E ., W as hing ton,  D.C . 20002 • (202) 544-2544

Hon. Edward W. Brooke, Chairperson Cushing N. Dolbeare, President

The 1981 HUD Bu dg et and Low Income Ho usi ng  Nee ds

St at em en t of . C us hi ng  N. D ol be ar e,  P re s id e n t,  N at io nal  Low Inco me 
Housin g C oali ti on , bef ore  Su bcom mi ttee on HUD-ln de pe nd en t A ge nc ie s,  
House A ppro p ri a ti ons Co mm itte e, May 14, 1980.

The N at io nal  Low Income Housin g C oal it io n  a p p re c ia te s  th is  opport un­
it y  to  te s ti fy  on HUD's  1981 budget  p ro p o sa ls  fo r lo wer  incom e h o usi ng .

The  C oali ti on  is  a b ro ad ly  b ase d  co a li ti on  of  o rg a n iz a ti o n s  and  
in d iv id u a ls  co nce rn ed  w ith  a ll  pe op le  fo r whom la ck  of  dece nt housi ng  
a t cost s th ey  can  a ff o rd  is  a r e a l i ty .  Ou r p ri m ary  fo cu s is  on 
pro gra m s to  mee t th e  housi ng nee ds  of v e ry  low incom e people , wh ose  
pr ob le m s a re  mos t a c u te . A ttac he d to  th is  te st im on y is  a le tt e r  se n t 
la s t Decem ber  to P re s id en t C a rt e r by  th e C oal it io n  on b e h a lf  of 66 
n a ti o n a l and  ov er  400 s ta te  and  lo cal p ub li c  in te re s t o rg a n iz a ti o n s , 
from  a ll  fi ft y  s ta te s , in d ic a ti n g  th e b re a d th  of  su p p o rt  fo r expanded  
lower  inc om e housi ng  pro gra m s.

We beli eve  th a t th e HUD lower  income housi ng  budget sh ould  be  
consi dere d  in  th e conte x t of  low inco me housi ng  needs and fe d e ra l 
e x p e n d it u re s  on o th er housi ng  p ro gra m s,  in c lu d in g  bo th  th e  d ir e c t 
ex p e n d it u re s  fo r th e  F a rm e r' s  Home A dm in is tr a ti on  pro gra m s and  th e 
m as si ve in d ir e c t ho usi ng e x p e n d it u re s  ma de  th ro ugh  th e  ta x  co de . 
Viewed  in  th is  con te x t,  th e HUD re q u es t fa ll s  fa r  sh o rt  of  a min imu m 
le vel of adequacy  or e q u it y . In deed , if  th e  budge t is  adop te d  
e x a c tl y  as it  s ta n d s , w ithout any  in c re ase  or  d e c re ase , th e  housi ng  
cond it io ns of v ery  low inco me peo pl e w il l be  fa r  wor se  a t th e  end of 
1981 th an  th ey  a re  now .

Wh a t th e 1981 Ho us ing  Bu dg et P ro vid es

B ri efl y , th e  1981 ho usi ng budget pro po se s fu ndin g  for  an  o ff ic ia ll y  
est im ate d  441 ,84 0 a d d it io n a l u n it s  of  a s s is te d  housi ng fo r low and 
m od er at e incom e pe opl e:  258,0 00  u n it s  of  Se ct ion 8; 42 ,00 0 u n it s  of
p u b li c  housi ng ; 25 .000 u n it s  fo r m od er at e incom e home ow ner sh ip  
under HUD's Secti on  235 pro gra m  (4% m or tg ag e in te re s t ) ; 62 ,20 0 
u n it s fo r m od er at e income ru r a l  home ow ner sh ip  under FmHA's 502 
pro gr am  (do wn  to  a 1% in te re s t r a te ) ;  30 ,51 5 low and  m od er at e 
incom e ru r a l re n ta l hou si ng u n it s  under th e  FmHA 515 pro gra m  (1% 
in te re s t r a t e , w ith  some a d d it io n a l re n ta l a s s is ta n c e  a v a il a b le ) ; 1590 
u n it s  of ho usi ng fo r m ig ra n t fa rm  w ork ers ; 15,000  very  low income 
ru r a l home re p a ir  lo ans u nder FmHA's Se cti on  504; and  7,535 very  
low inco me home  re p a ir  g ra n ts  u n d e r th e FmHA 504 pro gra m .

63-2 77  0 - 8 0 - 3 7
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We beli eve  th a t th e  to ta l nu mbe r of a s s is te d  u n it s  which  co ul d be 
fu nd ed  th ro ugh  th e 1981 re quest is  s u b s ta n ti a ll y  be low  th e A dm in is tr a­
ti o n 's  es ti m ate  and  th a t it  w il l be  c lo ser to  th is  y e a r 's  24 0, 00 0- un it  
es ti m ate  a ft e r al lo w in g fo r in fl a ti o n  and fo r d iv ers io n  to  o th er use s,  
su ch  as re n t su pp le m en t co nver si on and  p u b li c  housi ng co m pr eh en sive  
im pr ov em en t.

All of  th is  is  es ti m ate d  to re q u ir e  an  a d d it io n a l $3 3.A b il li o n  in  budget 
a u th o r it y  fo r housi ng pay m en ts , to  be  sp en t ove r th e nex t 15-30 
y e a rs  or  more, an d $3 .2  b il li o n  in  new  le n d in g  a u th o r it y  fo r th e 
F a rm e r' s  Home A dm in is tr a ti on . O utl ay s fo r housi ng  pa ym en ts  fo r th e 
3 .5  m il lion  u n it s  ex pec te d  to  be a s s is te d  by  HUD a t y ea r en d are  
budgete d  a t $5 .5  b il li o n . Thi s in c lu des a l l  oc cu pie d u n it s , under 
a l l  HUD low and m od er at e inco me p ro g ra m s,  si nce  th e  in ce pti on  of 
pub li c  ho usi ng back  in  th e 19 30 's .

The  1981 budget a ls o  id e n ti fi e s  a se ri e s of  h o u s in g -r e la te d  ta x  expend i­
tu re s , ov er  which  th is  comm itte e u n fo rt u n a te ly  has no ju r is d ic ti o n .
Th ese ta x  e x p en d it u re s  a re  est im ate d  to  to ta l $2 8.9  b il li o n  in  1981. 
C hart s 1 an d 11 show th e d is tr ib u ti o n  of bo th  ta x  an d d ir e c t expend i­
tu re s .

We we lcome , of cours e , th e modes t in c re ase  in  a s s is te d  housi ng 
fu nds pr op os ed  fo r HUD by  th e a d m in is tr a ti o n : a re a l in c re ase  
of $3 b il li o n  in  budget a u th o r it y  (t h a t is , sp re a d  over  th e nex t 
15-30  y e a rs ) . But  th is  in c re ase  do es  no t o ff se t th e re a l cu t of 
$4 .3 b il li o n  im po sed by  th e A dm in is tr a ti on  la s t y e a r.  It  in d ic a te s  th a t 
th e "m or at or iu m  by  a tt r it io n "  which  has be en  im po sed on HUD's a s s is te d  
hou si ng  pro gra m s d u ri n g  th e p a s t fo ur y e a rs  may  now be  en d in g  — 
pro v id ed  C on gr es s appro ves th e budget re q u e s t.  But  th is  is  onl y th e 
seco nd  tim e si nc e 1974 th a t an  a d m in is tr a ti o n  h a s  re q u este d  few er th a n  
400,000 u n it s  of HUD-ass is ted housi ng  fo r lo w er  inco me peo ple . The  
300 ,0 00 -u ni t fi g u re , which  in  our view  is  on th e  h ig h  si de giv en  
th e fu nds re q u e s te d , is  a 42% cu t from  th e le vel of a ss is te d  housi ng 
un it  re se rv a ti o n s  ach ie ved  in  fi sc a l 1976, in c lu d in g  th e tr a n s it io n  
q u a r te r .

The  fo llo w in g ta b le  show s budget a u th o r it y  fo r Se cti on  8 and pub li c  
housi ng and th e nu m be r of u n it s  re se rv ed  si nce  th e 1974 ac t wa s 
adop te d . (F ig ure s fo r 1975-79 a re  a c tu a l o b li g a ti o n s ; fi g u re s  fo r 1980 
an d 1981 a re  e s ti m a te s .)

Un its  $ (i n  b il li o n s)

1975 131,444 $13.2
1976 516,721 28 .8
1977 388 ,413 28 .0
1978 326 ,026 31 .5
1979 325 .075 31 .7
1980 240 ,392 27 .2
1981 300,000 33 .2
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The  D is appeara nce  of  P ri v a te , Low -Co st Ho usi ng

In  c o n tr a s t to  ou r d im in is h in g  com mit ment to  st ead y  p ro g re ss  in 
p ro v id in g  a d d it io n a l hou si ng a ss is ta n c e  s ta n d  th e gro w in g ne ed s 
of low incom e peo ple . In  1977, th e la te s t y e a r fo r which  fi g u re s  a re  
a v a il a b le , th e re  we re  some 5 .8  m il lion  low income house hold s — 4.6  
m il lion  re n te rs  and  1.6 m il lion  ow ne rs  — p ay in g  ov er  h a lf  of  th e ir  
inc om es fo r sh e lt e r (i n c lu d in g  u t i l i t i e s ) . In  1976, a y ea r e a r l ie r , 3 .8  
m il lion  re n te rs  a n d  1.4  m il lion  ow ner s,  p a id  ove r 50% of th e ir  inc om es 
fo r g ro ss  sh e lt e r cost s.

Even if  th ese  ra te s  of in c re ase  have no t a c c e le ra te d , and we have  good 
re aso n  to be li eve  th a t th ey  h ave , th e re  a re  now some 8 m il lion  re n te rs  
and  2 .4  m il lion  ow ne rs  — in  o th er w ord s,  ove r 10 m il lion  house hold s — 
fo rc ed  to  pay  more th an  h a lf  th e ir  inc om es fo r sh e lt e r a lo n e . Even if  
th es e house hold s we re re la ti v e ly  a ff lu e n t,  th e re  wo uld  be  cause  fo r 
co ncern . Bu t, a t le a s t fo r re n te rs  and  ow ne rs  w ithou t m ort gages,  th ey  
a re  no t a ff lu e n t,  th ey  a re  po or . P ay in g  ove r h a lf  th e ir  inc om es fo r 
sh e lt e r mea ns  th a t th ey  mu st do w ithou t o th er n ecess it ie s  of li fe .

One re aso n  th is  is  h appen in g  is  because  lo w -c os t u n it s  a re  d is a p ­
p e a ri n g  from  th e  m ark et.  At a 25% re nt- in com e ra ti o , a house hold  with  
an  incom e of $4 ,00 0 ca n a ff o rd  to  pay  $83.33 per  month  fo r re n t,  
in c lu d in g  u t i l i t i e s . Few of u s,  I be li ev e , coul d fi nd a si ngle -r oom  
u n it , in  sa ti s fa c to ry  cond it io n , a v a il a b le  fo r re n t a t $8 3.33 , ev en  
w ithout u t i l i t i e s .

In  1970, th e re  were 7,58 4,00 0 re n te r house ho ld s w ith inc om es be low  
$4 ,00 0 and an  est im ate d  7,51 6,00 0 re n ta l u n it s  a v a il a b le  fo r g ro ss  re n ts  
(i n c lu d in g  u ti li ti e s )  of $83 or le s s . In  o th er w ord s,  th e re  was  a gap  
a t th e  bot tom  of some 68 ,00 0 u n it s , lo okin g only  a t house hold s an d 
re n ts , ig no ri ng  th e re a l an d s ig n if ic a n t fa c to rs  of q u a li ty , s u i ta b i li ty , 
and a v a i la b i l i ty . (I n  fa c t,  a s u b s ta n ti a l p ro port io n  of th es e lo w -r en t 
u n it s  on th e p r iv a te  m ar ket  were oc cu pie d by house hold s w ith inc om es 
ab ov e $4 ,000 , w hile man y low-in co me house hold s p a id  much h ig h e r 
r e n ts .)

By 1977, th e s it u a ti o n  h ad  changed  s ig n if ic a n tl y . Wh ile th e num be r of 
re n te r  ho use hold s w ith  inc om es be low  $4 ,00 0 had  sh ru n k  to  5, 81 5, 00 0,  
th e nu m be r of lo w -r en t u n it s  (be low $83 per mon th) had  dro pped  to  
2, 05 2, 00 0,  le av in g  a gap  of 3,76 3,00 0 u n it s . (See  C hart  111) In  o th er 
w ord s,  ev en  a f te r  al lo w in g fo r some a tt r i ti o n  in  th e v e ry  lo w es t income 
g ro up , th ere  was  a ne t lo ss  of over  500,0 00  u n it s  a n n u a ll y  a t re n ts  
th ey  co ul d a ff o rd . The  g a p , by  now , p ro b ab ly  ex ce ed s 5 m il lion  re n ta l 
u n it s .

A ddit io nal  M ea su re s of Need

Thi s a n a ly s is  h as  fo cu ss ed , th us f a r , on th e poore st  of  th e poor:  
ho use hold s w ith inc om es be low  $4 ,000 . T her ef ore , it  u n d e rs ta te s  the 
ne ed  fo r a d d it io n a l housi ng a s s is ta n c e . G enera ll y  sp e a k in g , house hold s 
w ith  inc om es up  to  80% of th e  m ed ia n a re  e li g ib le  fo r a s s is te d  housi ng 
pro gra m s.  Hou se ho lds w ith  inc om es be low  50% of  th e m ed ia n — 
ro u g h ly , th e povert y  le vel if  hou se ho ld  income is  use d as a m ea su re  — 
a re  c la s s if ie d  a s  "very  low in co m e."
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Las t y ear C ong re ss , r ig h tl y  in  ou r vi ew , enacte d  a p re fe re nce fo r 
hou si ng  a ss is ta n c e  fo r pe op le  e it h e r li v in g  in  su b s ta n d a rd  housi ng or  
d is p la ced  by  pub li c  or p ri v a te  ac ti o n .

As of 1977, th e re  we re  an  est im ate d  5 .7  m il lion  house hold s li v in g  in  
p h y s ic a ll y  in ad eq u a te  housi ng : 2 .0  m il li on  e ld e r ly  hous eh old s;  1.5 
m il lion  none ld erl y  si n g le  in d iv id u a ls ; 1.5  m il lion  tw o-p are n t ho us eh ol ds  
w ith  ch il d re n  p re se n t;  0. 7 m il lion  s in g le -p a re n t house hol ds with  c h il d ­
re n  p re sen t;  and  0 .5  m il lion  coup le s,  w ith  no c h il d re n . Fo ur  fi ft h s  of 
th ese  ho us eh old s were in co m e-e li g ib le  fo r Se ct ion 8.  One th ir d  we re  
m in o ri ti es.  One th ir d  we re  home ow ner s.  Almost two  fi ft h s  (39%) li ved  
ou ts id e m et ro poli ta n  a re a s .

In  a d d it io n , a t le a s t o n e -h a lf  m il lion  house hold s a n n u a ll y  a re  id e n ti ­
fi ed  by  the A nn ua l Ho us ing  Sur ve y (AHS) as d is p la ced  by  pub li c  or  
p ri v a te  ac ti on . Exc lu de d from AHS d a ta  a re  pe op le  d is p la c e d  by  
d is a s te r s , or  because  of hou si ng d e te ri o ra ti o n  or ab andonm ent,  conver­
si ons,  or  re n ta l in c re a se s . T hus,  it  see ms  re aso n ab le  to  est im ate  th a t 
a t le a s t one m il lion  hous eh old s a n n u a ll y  a re  d is p la ced  th ro ugh  
cir cum st ances be yo nd  th e ir  co n tr o l.

C le a rl y , in  th e  li g h t of th es e needs,  p ro v is io n  of an  a d d it io n a l 442 ,000 
u n it s  is  in a d e q u a te .

The  N at io na l Ho usi ng  Goal

In  1968, Con gr es s e s ta b li sh e d  a n a ti o n a l goa l of p ro ducin g  an  a d d i­
ti o n a l si x  mill io n u n it s  of a ss is te d  housi ng ov er  a te n -y e a r peri od .
T hat per io d  has now e x p ir ed , and  th e goal is  fa r from  met . While th e 
q u a li ty  of ho usi ng has im pr ov ed  some wh at du ri n g  th e la s t decade, th e 
p in ch  of ho usi ng cost s,  p a r t ic u la r ly  fo r low  income peo ple , is  much 
ti g h te r . If  a new goal  we re to  be  e s ta b li sh e d , base d  on mee tin g 
housi ng ne ed s w ith in  a te n -y e a r p eri od , it  wo uld  hav e to in c lu de  bo th  
new an d ex is ti n g  u n it s , an d it  wou ld  hav e to be  much h ig h e r.

The  C oa li tion  re it e ra te s  it s su ppo rt  of a 600 ,0 00-u ni t le vel  of  a ss is te d  
hou si ng  as  th e minimum wh ich  sh ou ld  be  pro v id ed  in  1981. P ro v id in g  
400 ,000 u n it s th ro ugh  HUD's Se cti on  8 /p u b li c  housi ng pro gr am  (a t le a s t 
30 ,00 0 of which  sh ou ld  be th ro ugh  th e Se ct ion 202 e ld e rl y  and  h a n d i­
ca pped  housi ng pro gr am ) wou ld re q u ir e  an  a d d it io n a l $11.1  b il li o n  in  
budget a u th o r it y , a lo ng  with  $464 m il lion  of a d d it io n a l Se ct ion 202 lo an  
a u th o r iz a ti o n s . Ano ther  15,0 00 Se ct ion 235 housi ng u n it s , r a is in g  th e 
to ta l to 40 ,000 , co ul d be  p ro v id ed  th ro ugh  an  in cre ase  of $545 m il lion  
ov er  p re se n tl y  a v a il a b le  budget  a u th o r it y . An a d d it io n a l 45 ,00 0 FmHA 
u n it s , w ith  th e  sam e pro gra m  d is tr ib u ti o n , wo uld  re q u ir e  an o th er $2 .1 
b il li o n  fo r th e R ura l Ho usi ng  In su ra n ce  Fund .

The  Cost of A ss is te d  Ho usi ng  Pro gr am s

C le a rl y , th e co st  of hou si ng a ss is ta n c e  h as  become a maj or  co ncern .
As pr og ra m  le vels  and co st s have in c re a se d , a s s is te d  housi ng pa ym en ts  
have  be en  r is in g  ra p id ly , a s  th e fo llo w in g ta b le  sh ow s.  (F ig u re s 
th ro ugh  1979 a re  a c tu a l;  1980-83 a re  e s ti m a te s):
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Ye ar Uni ts under  pa ym en t $ (i n  b il li o n s)

1973 1,7 68 ,11 5 1.6
1974 1,9 69 ,58 3 1.8
1975 2,1 25 ,60 1 1.8
1976 + TQ 2,39 7,51 5 2.8
1977 2,64 9,65 0 2. 9
1978 2,81 7,58 2 3.6
1979 3,03 1,97 9 3. 6
1980 3,25 3,00 0 5.1
1981 3,47 7,00 0 6.3
1982 — 8. 0
1983 — 9.4

Th ese housi ng pa ym en ts  a re  th e a n n u a l co n tr ib u ti o n s  which  th e 
fe d e ra l go ve rn m en t is  ob li g a te d  to  ma ke  u nder a n n u a l co n tr ib u ti o n s  
and o th er c o n tr a c ts  which  pro v id e housi ng  a ss is ta n c e . A ct ua l u n it s 
u n d e r pa ym en t a t th e en d of 1979 w er e:

Se cti on  8 898,441
Se cti on  235 235 ,187
Se cti on  236 541,460
Ren t su pple m en ts  178,891
P ubli c housi ne  1,17 8,00 0

Tot al  3, 03 1,97 9

Almost a l l  of  th e  in c re ase  a n ti c ip a te d  by  1981 is  in  th e  Se ct ion 8 
pro gra m . Th ese a re  u n it s  a lr e a d y  in  th e p ip e li n e : under re s e rv a ­
tion  or  const ru c ti on  b u t no t yet  occupie d . The u n it s  app ro ved  fo r 
1980 and  1981 w il l no t re q u ir e  housi ng  pay m en ts  u n ti l th ey  a re  
occ upie d : g e n e ra ll y  w it h in  two y e a rs  fo r ex is ti n g  u n it s ; lo nger fo r
su b s ta n ti a l re h a b il it a ti o n  and new c o n str u c ti o n . Th e housi ng  a s s is ­
ta n ce  pa ym en t c o n tr a c ts  under th e Se ct ion 8 /p u b li c  housi ng  pr ogra m  
ru n  fo r 15-30  y e a rs  (low er ed  th is  y e a r from  a fo rm er  40 -y ea r max im um ).

Bu dg et a u th o r it y  is  th e a n n u a l co st  (c o n tr a c t a u th o r it y ) m u lt ip li ed  
by  th e ter m of  th e  c o n tr a c ts . Of th e budge t a u th o r it y  re q u es te d  fo r 
1981, $10 .1 b il li o n  is  fo r 30 -y ear c o n tr a c ts ; $0 .6  b il li o n  fo r 28 -y ear 
c o n tr a c ts ; $1 0.6  b il li o n  fo r 20 -y ear c o n tr a c ts ; an d $6.1 b il li o n  fo r 
15-y ear c o n tr a c ts . T hu s,  a s u b s ta n ti a l am ou nt  of  th e  1981 a p p ro p r ia ­
ti on  w il l no t be  sp en d u n ti l a f te r  th e  y e a r 2000 .

Thi s m an ner  of fi n an c in g  an d b u dge ti ng  for  a s s is te d  housi ng  has 
se ri ous conse quences.  No one ca n now p re d ic t e it h e r te n a n t inc om es 
or  housi ng cost s fo r su ch  a lo ng  te rm . E xper ts  in  th e fi e ld  d is a g re e  
on w het her  budget a u th o r it y  overe st im ate s or  u ndere s ti m ate s th e co st  of 
th e h o u si n g . But one th in g  is  c le a r : th e  am ou nt  of  budget a u th o r it y

re q u ir e d  to  p ro v id e ev en  a v e ry  in ad eq u a te  le vel of housi ng  a ss is ta n c e  
is  so s u b s ta n ti a l th a t it  is  d if fi c u lt  to  fo re se e how th is  n a ti o n 's  
comm itm ent  to  p ro v id in g  dec en t housi ng fo r low incom e pe op le  can  be  
met  w ithout some m aj or  changes in  a p p ro a c h .

But  th e to ta l of  a l l  th e  a s s is te d  housi ng pa ym en ts  ever m ad e,  from 
th e in cep ti on  of th e  p ub li c  hou si ng pro gr am  in  1937 th ro ugh  1979, is  
le ss  th an  th e co st  to th e fe d e ra l go ve rn m en t in  1979 of  h o u s in g -r e la te d
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ta x  e x p e n d it u re s . Moreo ve r, w hile housi ng  pa ym en ts  w il l in c re ase  from 
$3 .6 b il li o n  in  1979 to an  a n ti c ip a te d  $6 .3 b il li o n  in  1981, housi ng- 
re la te d  ta x  ex p en d it u re s w il l in c re a se  from  $22.3  b il li o n  in  1979 to 
$24 .3 b il li o n  in  1980 an d $28.9  b il li o n  in  1981. Th ey  w ill  p ro bab ly  top  
$40 b il li on  b y  1985, b a rr in g  some changes in  th e fe d e ra l inco me ta x  
la w s.

As suming  th a t th e b e n e fi c ia ri e s  of d ir e c t and  ta x  ex p en d it u re s a re  
a r ra y e d , by  inco me gro up , as th ey  we re  in  1977, th e  la te s t y ea r for  
wh ich  su ch  an  a n a ly s is  is  a v a il a b le , we wou ld fi nd  th a t , fo r 1980:

o $4 .2  b il li o n , or  14.1%, of a ll  d ir e c t and in d ir e c t hous in g
ex p en d it u re s  w ill  go to  peo pl e a t th e  bo tto m of th e income 
sca le , th os e w ith  house hold  inc om es be low  $5 ,000 . On ly one  
ho us eh ol d in  e ig h t w il l re ceiv e hou si ng a ss is ta n c e , and  th e 
a v e ra g e  mon th ly  e x p e n d it u re , p e r re c ip ie n t,  is  $132 .

o $7 .5  b il li o n , or  25.5%, of a l l  d ir e c t an d in d ir e c t housi ng
e x p en d it u re s w il l go to  pe op le  w ith inc om es ab ov e $50,0 00 . 
More th a n  fo ur  fi ft h s  of a ll  house hold s in  th is  inco me 
b ra c k e t w il l re ceiv e ta x  b e n e fi ts , and  th e a v e ra g e  m on th ly  
am ou nt  per re c ip ie n t is  $309.

o $16.7  b il li o n , or  56.4%% of a ll  d ir e c t an d in d ir e c t housi ng
e x p e n d it u re s , w il l go  to pe op le  w ith  inc om es be tw ee n 
$20 ,000 and $50,0 00 . Two fi ft h s  of a ll  house hold s in  th is  
ra n g e  w il l re ce iv e housi ng  b en e fi ts  and  th e av e ra g e  am ou nt  
p e r re c ip ie n t is  $67 per mon th .

o On ly $1 .2  b il li o n , or  4.0% of d ir e c t an d in d ir e c t housi ng
e x p e n d it u re s , w il l go to  house hold s w ith  inc om es be tw ee n 
$5 ,000 and $10,0 00 . Fewe r th an  one  hous eh ol d in  te n in  
th is  inco me ra n g e  w il l re ceiv e housi ng  b e n e fi ts , and  th e 
a v e ra g e  m on th ly  am ou nt , pe r re c ip ie n t,  is  $60.

In  o th er w ord s,  only  18% of ta x  ex p en d it u re s  w il l go to  pe op le  with  
incom es be low  $10,0 00; ano th er 11% w il l go  to pe op le  in  th e $1 0,0 00 - 
$20 ,000 inco me ra n g e ; a l l  th e re s t w il l go to pe op le  w ith  inc om es ove r 
$20,0 00 . And th es e ex pend it u re s a re  in c re a s in g  a t a ra te  th a t ex ce ed s 
d ir ec t o u tl a y s  for  housi ng low er incom e fa m il ie s,  wh ose  ne ed  is  c le a r ly  
g re a te r .

Sure ly , if  we ca n a ff o rd  th e $3-5 b il li o n  a n n u a l in c re ases  th a t 
a re  occu rr in g  in  ta x  e x p e n d it u re s , we can  a ff o rd  to doub le  ou r 
le vel of  su p p o rt  fo r a s s is te d  housi ng .

Re comm enda tio ns  and  Some P oss ib le  Fut ure  D irec tions

We u rg e  yo u,  as yo u consi der th e 1981 hou si ng  b u d g e t,  to  do so in  th e 
li g h t of th e com mi tment  ne ed ed  to  mee t low incom e housi ng  ne ed s and  to  
a p p ro p r ia te  th e fu ll  am ount th a t is  au th o ri zed  fo r Se cti on  8 /p u b li c  
housi ng . M oreo ve r, we beli eve it  is  un w ise and in e q u it a b le  to  
d iv e rt  fu nds aw ay  from  u rg en t low income housi ng  ne ed s to  mid dle 
inco me h o usi ng , a s  wo uld  be  do ne  in  th e au th o ri z a ti o n  le g is la ti o n  
re cen tl y  appro ved  by  th e Ban ki ng  Comm itte e.
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If  a m id dl e- in co m e re n ta l pr og ra m  is  needed , fu nds sh ould  be  ob ta in ed  
from o th er so u rc es,  no t by  p en a li z in g  low incom e pe ople .

The  N at io na l Low Inco me Ho usi ng  C oal it io n  is  now em bar ked  on an  
ex p lo ra ti on  of  a lt e rn a ti v e  way s of mee tin g th e housi ng  ne ed s of  low 
inco me peo ple . We canno t,  in  dec en cy , pr oc ee d a t our p re sen t pa ce  — 
w ith  th e pr ob le m  o u ts tr ip p in g  our  e ff o rt s to so lv e i t .  We cannot aff o rd  
to  s tr e tc h  ou t comm itm ents to a lim ited  nu m be r of u n it s  over  15-30  
y e a rs , w hi le  le av in g  unt ou ch ed  th e c r i ti c a l housi ng  ne ed s of m il li ons of  
o th e rs .

To th is  end , th e  C oa li tion su g g es ts , fo r co n sid e ra ti o n  and  d is c u ss io n , 
th e fram ew or k of a co m pr eh en si ve  appro ach  to  m ee ting  low inco me 
housi ng  needs.  Ou r pro posa l h as  th re e  m aj or,  in te r re la te d  co m po ne nt s:

o An en ti tl em ent to housi ng  a ss is ta n c e  fo r a ll  v ery  low
inco me house hold s,  p ro b ab ly  th ro ugh  an  expansi on  of th e  
Se cti on  8 e x is ti n g  housi ng  pro gra m , which  p ro v id es con tr o ls  
ov er  th e q u a li ty  an d co st  of th e  housi ng  occupie d .

o A ho usi ng bl oc k g ra n t p ro gra m , to  be c lo se ly  ti ed  to  th e
co mmun ity  de ve lopm en t bl oc k g ra n t p ro gra m , w ith  a s s is ta n c e  
li m it ed  to housi ng  pro gra m s a s s is ti n g  pe op le  p re se n tl y  
e li g ib le  fo r Se cti on  8 or  FmHA pro gra m s.  We beli eve  th a t 
much of th e a c ti v it y  her e wo uld be  d ir ec te d  to w ard  
re h a b i li ta t in g  and  conse rv in g  o u r e x is ti n g  stoc k fo r lower  
inco me peo ple .

o A v a r ie ty  of new const ru c ti on  p ro g ra m s,  to  meet u rg en t
housi ng  needs.

Ou r app ro ach  w ou ld , we re cogniz e, d ra m a ti c a ll y  in cre ase  o u tl a y s  fo r 
housi ng  a ss is ta n c e  w ith in  a f a ir ly  sh ort  pe ri o d . But  it  wo uld p ro bab ly  
fi t w ith in  ou r p re se n t le ve ls  of budget a u th o r it y , and wou ld  be  ab le  to 
be  more re sp o n si v e  to  changes in  needs,  a s  w el l a s  meet them more 
a d e q u a te ly . The en ti tl em en t pro gr am  w ou ld , we be li ev e , co st  abou t $10 
b il li o n , and  wou ld se rv e  a l l  v e ry  low incom e house ho ld s,  no t a sm al l 
fr ac ti o n  of th em , as a t p re se n t.  Ho us ing bl oc k g ra n ts  a t a le vel of  $5 
b il li o n  co ul d g en e ra te  a v a r ie ty  of  p ro gra m s su it in g  lo cal needs.  Thi s 
wo uld le ave a s u b s ta n ti a l am ou nt  fo r a ra n g e  of new const ru c ti on  
eff o rt s fo cu ss ed  on u rg e n t,  unme t ne ed s a n d , if  we mo ved to  fr o n t- en d  
or  c a p it a l su b s id ie s  w ith  su it a b le  re c a p tu re  p ro v is io n s , co uld  p ro b ab ly  
g enera te  f a r  more u n it s  th an  our p re sen t p ro g ra m s.

We beli eve  th a t th is  app ro ach  w il l pro ve to  be  bo th  so un d an d 
fe a s ib le , an d we ho pe  th a t it  can  be  consi dere d  in  fu tu re  y e a rs . 
M ea nw hi le , we u rg e you , as a mi nim um , to  a p p ro p r ia te  th e fu nds 
re queste d  by  th e  A dm in is tr a ti on .
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Mr. Sabo. I am curious. I am in the process of having a bill 
drafted tha t would limit the  amount of t ax expenditures tha t we 
allow. I don’t have numbers on it yet. I am curious if you have 
them in the proposal to limit the interest deducted on a mortgage 
to $150,000 or less.

Ms. Dolbeare. The only numbers  that we have used recently 
have been the numbers that  CBO had in the ir study of possible 
ways of limiting federal expendi tures, where they proposed turning  
the mortgage interest deduction into a 25 percent tax credit, and 
they estimated, I believe, that that would save $1 billion this year 
and $4 billion ann ually  in th ree  years.

I have played around  with various other approaches. You can do 
it in two ways: You can try  premises and see how the numbers 
come out, or you can set a number  targ et and try to figure an 
equitable way of gett ing there. But I am delighted to hear tha t you 
are interested in it, and we certain ly would be delighted to talk 
with you or your s taff about it.

Mr. Sabo. If you have some information, I would apprec iate it if 
you would contact my staff.

Ms. Dolbeare. I certainly  will.
Mr. Sabo. Mr. Woodstock, did you have some comments you 

want  to make?
Mr. Woodstock. I certainly will.
Mr. Sabo. I would just like to state I am representing the Nation­

al Council of Senior Citizens, and we work very closely with Cush­
ing. Our concerns, low-income housing, for obviously our major 
concern, of course, is the elderly and the  people she is talking 
about to a large exten t represent the numbers that she is making 
reference to.

We, of course, are equally concerned with the  202 program tha t 
does exist, and your consideration of expenditures relative to tha t 
program. I hope tha t you do recognize how good a program it is, 
how successful it is as a HUD program, and I state that we are 
here in full support of what Cushing has said.

As usual, she makes an excellent argument for our cause and for 
the needs of th e people tha t we represent. We will be submit ting 
writ ten testimony for your consideration.

Mr. Sabo. We will include that in the record at this point.
[The statement follows:]
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Mr. Chairman, the National Council of Senior Citizens 
welcomes this opportunity to testify on HUD's 1981 budget propo­
sals for lower income housing and, in particular, that budget's 
impact on the housing needs of this nation's senior citizens.

At the outset of this testimony, I would like to present a 
few facts which illustrate the deplorable housing situation 
facing this nation's senior citizen population.

The median income for a senior citizen household 
is approximately $10,141 as compared to $17,640 
for the total population.
Senior citizens spend a higher proportion of their 
incomes on the basic necessities of food, health 
care and housing than does the population as a whole, 
with the highest proportion of their incomes going 
for housing.
Three-fifths of those senior citizens whose incomes are 
below the poverty line spend in excess of thirty-five 
(35) percent of their incomes on housing.
Forty (40) percent of all those senior citizens who 
rent spend over thirty-five (35) percent of their in­
comes on housing.
Senior citizens are more likely than non-seniors to 
live in modest housing, older housing, and housing 
without central heat, air conditioning and complete 
plumbing and kitchen facilities. The United States 
Senate Committee on Aging estimates that "at least 
30 percent live in substandard, deteriorating or de- 
lapidated housing."
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Only three (3) percent of this nation's senior 
citizens receive any form of housing assistance.
Since 1960, the senior citizen population of this 
nation has increased twenty-one (21) percent as 
compared to a thirteen (13) percent increase in 
the total population, and this disparity is expected 
to increase in the future.

In response to such clear and increasing need for better 
housing at affordable cost, the government's performance has been 
disappointing to say the least. The number of units built under 
the Section 8 and the Section 202/8 Program, which provide de­
cent, affordable housing for lower income senior citizens, have 
been cut rather than increased. Cuts in the production of the 
number of Section 8 and Section 202 units not only reduce the 
availability of new low-cost rental housing, they also drive up 
the already high cost of non-subsidized rental housing, by re­
ducing supply in the face of increasing demand. This is a situa­
tion we can ill afford with an annual net loss of rental units as
it is.

In addition to raising its cost, reduction in supply takes 
away an incentive for private owners to keep up the quality of 
their rental housing, with the result that lower income senior 
citizens are victims of one-sided competition in the housing mar­
ketplace. While there is no competition to provide housing for 
them, there is increased competition on their part to get what 

little is still available.
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It is a cruel irony that many of our nation's senior citi­
zens, those who fought to keep this nation free, are now held 
hostage by high cost, low-quality housing. They cannot afford 
their present housing, they cannot afford to improve the quality 
of their present housing, and they cannot afford alternative 
housing of better quality.

We realize that this is a time when Americans are being 
asked to sacrifice in order to bring inflation down, but what the 
National Council of Senior Citizens and its four million members, 
neither understand nor accept, is that senior citizens, who have 
already sacrificed again and again for their nation, are being 
told, not asked, to give up the hope of affordable, decent 
housing.

What senior citizens are asking for is not new and should 
come as no surprise to anyone for it has often been repeated 
here. We could submit last years testimony and, with just a few 
corrections, it would serve ably, for the areas of need are still 
the same— it is just that the need is greater.

What we are requesting are the following:
At least 400,000 units of Secrion 8 housing assistance.
We hear criticism of the Section 8 Program. However, 
until a better program is in actual operation we feel 
it is unconscionable to weaken the only real housing 
program now available for lower income people in this 
country. It is easy to criticize a program, we do a 
good deal of it ourselves, but we also realize it is 
difficult to write new legislation that is better, 
difficult to write coherent regulations for that new



program and even more difficult to implement the 
program. The worst thing would be to change or elimi­
nate the Section 8 Program just when people have begun 
to understand how to use it so as to maximize its
effectiveness.
At least 30,000 units of Section 202 housing.
The National Council of Senior Citizens was deeply 
involved in making the new Section 202 Program a 
reality. We have since worked with non-profit senior 
citizen groups around the country to get housing built 
under this program. It is a program proven to be ef­
fective and rather than cutting back the number of 
units constructed under this program, there should be 
an increase to at least the number originally intended 
for the program.
Funds for technical assistance for non-profit sponsors
of senior citizen housing.
The National Council of Senior Citizens' experience in 
providing assistance to a number of non-profit groups 
wishing to develop Section 202 housing has convinced 
us that if competent technical assistance was made 
available to all non-profit groups seriously involved 
in housing development, it would dramatically increase 
the efficiency of our housing programs. This would 
result in more housing being built, higher quality 
housing being built, and reduction in the cost of 
many housing projects. Such assistance could be
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provided in the form of grants from HUD, possibly 
through the 106(a) Program.
Funding the Congregate Services Program at $20,000,000
The Congregate Services Program has shown itself to be 
a vitally needed service and should not be considered 
a demonstration program. It allows senior citizen 
housing to effectively meet the needs of its residents 
by providing the services necessary to enable senior 
citizens to continue living independently at home 
rather than being forced into expensive and confining 
nursing facilities.
Funds for adequately staffing HUD 
This is necessary so that processing time is not 
wasted, causing costs to rise which result in housing 
not being built at all because of HUD's inability to 
hire, train and keep qualified personnel.
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Larry, do you have any questions?
Mr. Coughlin. T hank you very much, Mr. Chairman.
I guess with all due deference to both Ms. Dolbeare and to the 

Chairman, I take  very strenuous exception to the  term “tax ex­
pend itures.” That assumes tha t the government owns all the 
money and it gives back to the people what it wants  people to 
have. I happen to believe tha t the  people own the  money and they 
give to the government what  is required to take care of us working 
people. I also take  some exception to your charts which show t ha t 
people with very low incomes receive very little  benefit from tax 
expendi tures. That is genera lly because they don’t pay taxes.

Ms. Dolbeare. That is certainly  true.
Mr. Coughlin. Or less taxes. So I guess I ta ke some exception to 

tha t kind of a concept. Let me ask this. As you quite  properly point 
out, the present law and regulat ions allow people a t 75 percent of 
the median income to become eligible for assisted housing in one 
way or another. That  really doesn’t serve to channel the money to 
the poorest of the poor. Would you favor lowering that  so you 
would, in effect, channel more of the money to the  poorest of the 
poor in t erms of housing dollars?

Ms. Dolbeare. Last y ear in the Senate, Senator Armstrong intro­
duced an amendment which would have limited new tenancy in 
public housing and Section 8 to very low-income people: below 50 
percent of the median. We supported that  amendment.

I think our board would want to review our position now, be­
cause that amendment was submit ted prior to the change in legis­
lation which now gives priority  in Section 8 and public housing to 
people who are living in subs tandard housing or who are displaced. 
We certa inly favor the concept as long as we don’t have enough 
units  to go around, of finding some way of t arge ting  on very low 
income people.

I know, from discussing the ma tter with several of our board 
members that they feel maybe we should take  ano ther  look a t the 
specifics. It might be more important,  for example, to provide 
assistance to a displaced household that had been living in subs tan­
dard housing whose income was 60 percent of the median rather 
than to a person who was living in standard  housing, paying a very 
high rent-income ratio with an income of 40 percent of median.

Those are difficult issues where reasonable people can disagree. 
Certainly the  concept of target ing, without specifying precisely how 
you would targ et, is something tha t we support.

I would like, if I may, to respond to your comments on tax 
expenditures, because every now and then  I th ink  words ge t in the 
way of meanings. I would c ertain ly concur with you on who owns 
the money. I don’t mean to imply when I use the term  “tax 
expenditu res” that the money is the  government’s and people are 
allowed to keep th eir  money by government suffrance.

Mr. Coughlin. Or largesse.
Ms. Dolbeare. Or largesse. I really do agree with you that 

money belongs to the people. But the  tax expenditure concept is 
based on deciding how much people with comparable incomes 
should be taxed. Query: Should households with incomes of $50,000 
a year  really be taxed at a higher rate  if they are renters  tha n if 
they are owners? The notion that I am concerned with is one of

63- 277  0 - 8 0 - 3 8
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both horizontal and vertical equity. If a  person with a high income 
has enough tax deductions so t ha t the ir effective tax rate  is lower 
than one with a lower income, it seems to me ther e are certain 
inequities, because then  some people a re getting money and keep­
ing more of it than other people are getting.

Now, a fur ther concern I have with the present provisions of the  
Internal Revenue Code has been that  they are fueling housing 
inflation, and fueling condominium conversions. The way the code 
works with depreciation, owners have to sell periodically in order 
to protect the ir investment, and the re is much more of a market 
now for homeowners than rente rs. Somebody in my tax bracket,  
frankly, would be crazy to rent,  because it would cost much more 
for the same uni t than if we purchased it. I thin k that some of 
those provisions of the tax code really  need to be looked at, in 
addition to the cost to the Federa l Government, with regard  to 
these provisions.

Mr. Coughlin. As I said, I thin k the tax code can stand  examina­
tion on a number of questions  and in this area. I happen to think 
the tax code essentia lly encourages debt by allowing deduction for 
interest and discourages savings by taxing the inte rest  earned. It 
has to be a funny kind of a tax code.

Mr. Sabo. Excuse me for inte rrup ting , Mr. Coughlin, if you 
would yield.

The proposal we are working on now only limits the amount of 
intere st deduction you can take  for a larger mortgage, but on the 
other hand allows a savings encouragement for somebody saving 
for th e down payment on a first home, and also e liminates the tax 
on capital gains for somebody who buys down rather than buys up.

Mr. Coughlin. I brough t this up in deference to the Chairman 
with whom we have collaborated with on many things  along the 
same line. I just  don’t like the concept of t reat ing money as belong­
ing to  the Government which, in its largesse, gives money back to 
the people. Money belongs to the people who contribute money to 
the Government to help those less fortunate and for other causes.

Ms. Dolbeare. I will try to thin k of a bett er phrase  next time.
Mr. Sabo. I think it would be nice if we had a different phrase.
Ms. Dolbeare. I learned that phrase from former Treasury Sec­

reta ry Simon, and  until  now I always thought it was a  pret ty good 
one.

Mr. Coughlin. I disagree with him in many cases too.

Department of Housing and Urban Development 
WITNESS

LOU JOLLY, REPRESENTING THE CREDIT COUNSELING CENTERS, INC.,
AND THE NATIONAL FOUNDATION FOR CONSUMER CREDIT

Mr. Sabo. Welcome, Mr. Lou Jolly, to the committee. We will 
include your entire state men t in th e record.

Mr. J olly. Yes, if I may, Mr. Chairman.
For the record, I am Lou Jolly. I am here representing the 

Housing Committee of the National Foundation  for Consumer 
Credit. Since 1967 I have served as a housing counselor, and at
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present am responsible for supervising the operation of 15 counsel­
ing centers.

I am serving on this committee as a volunteer, because of my personal commitment to housing counseling, and for just a moment I would like to depa rt from my prepared text  to offer this com­ment. I feel t ha t this committee, to a large extent , has fostered the cause I refer to as housing counseling over the years, tha t it is interesting to note tha t HUD is suppor ting through its funding processes housing counseling, whereas Farmers Home, V.A. and others, federally insured mortgages, don’t support housing counsel­
ing.

I make tha t observation because, as I understand it, those other agencies are not under  the purview of this  committee, so on behalf of the National' Foundation for Consumer Credit, the National Federa tion of Housing Counselors, I thank the members of this committee for its years of support.
Returning to the subject of my presentation, the membership of the National Foundation for Consumer Credit includes many of the large r consumer credit lenders, but more impor tantly  at this point, over 200 nonprofit consumer credit counseling services. These con­sumer credit counseling services are located in every state except Alaska, Delaware, and Mississippi.
CCCS agencies counseled more than 100,000 heads of families during  1979. The counseled were seeking solutions to money man­agement problems. They were heavily in debt. Their problems almost invariably included delinquency in the payment of thei r rents  or mortgage payments. Very often the problems were of such gravity  as to include eviction or mortgage foreclosure among the likely consequences.
The Congress has realistically supported housing counseling and, afte r a number of false s tarts , led support, as I perceive it now. We understand tha t HUD proposed appropriations tha t would include the amount of some $30 million to be used to fund housing counsel­ing services.
We can’t recommend appropriation of funds at tha t precise level, or a t 29 million or 31 million or some othe r number of millions. We jsu t don’t have the information necessary to judge it specifically. We can and do most strongly urge you to respond to HUD’s request in a positive manner.
For reasons that will be made clear in this presentation, we believe a substantia l increase in funds for housing limits called for, HUD’s recommendation of $30 million be appropr iated for this purpose seems reasonable.
We feel compelled to come forward at this  time because we understand tha t the appropriations and the persons involved with tha t consider a fur ther reduction from the level recommended by HUD. We especially appreciate the need to balance the budget of the nation, an effort long overdue, but eliminating  funds from our budget tha t are needed for maintenance is a false economy.
The cost of preventive  maintenance is nearly  always less than the cost of rehab ilitation . This is true of main taining adequate mortgage servicing, as it has proven to be of m ainta ining  our steel- producing facilities or mass t ran sit facilities. Mortgages insured by HUD and other federal agencies as well must be mainta ined,
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among other things, by providing services that help the mortgagor 
achieve self-help in resolving those problems that  otherwise resu lt 
from foreclosure, and the resulting claims again st the insuring 
funds.

My written statement includes some statist ical detail. It includes 
the result of a survey tha t we conducted among the membership of 
the National Foundation for Consumer Credit, only six agencies. 
Those six agencies were selected because the clientele  they served 
during the year represents 10 percen t of all those served by the 
National Foundation agencies. For that  reason I think we might 
assume, even though it would be an assumpt ion, that it represents 
a good cross-section of the  efforts undertaken by CCCS agencies.

Through my membership with the National Federation of Hous­
ing Counselors, I believe that it repre sents  the  results that were 
attained by othe r agencies, not members of the NFCC.

I believe tha t housing counseling services have proven the ir cost 
effectiveness beyond any that  was recognized by HUD. This morn­
ing I stopped by the  HUD offices and asked for some basic informa­
tion. What I obtained was simply this: During the month of March 
1980, 4,153 single-family mortgage foreclosures were completed. 
The average loss per foreclosure is in excess of $4,000. I have heard 
numbers ranging from $12,000 to $14,000 each. At $12,000 each, 
these foreclosures will result in a cost of over $49,800,000 net afte r 
disposal of the  property, a dead, fla t loss.

As of March 31, HUD received repor ts indicating that  52,170 
families were in default  of mortgages 90 days or more. There are 
many HUD-approved counseling services. I believe over 50 percent  
of the approved group receive no financial  assistance at all. My 
agency is terrib ly fortunate. We did receive a gran t, but through­
out this nation there are at least 300 agencies tha t receive no 
financial assistance whatsoever to carry  out this effort. There are 
large geographic areas  where there is no agency available  at all.

My agency receives refer rals from Manistee in the upper penin ­
sula of Michigan, and the most northern  location we have is in 
Saginaw, Michigan. Persons apply for assistance through our Mus­
kegon office out of Travis City and Iron Mountain. There needs to 
be an availability of housing counseling services regardless of the 
place where a person lives, and that can only be brough t about by 
realistic  support.

Once again, I can’t recommend a funding level, but I can recom­
mend tha t realistic support be provided. It is urgently needed. It 
won’t cost a  penny. It will save money.

There are some other  things  tha t are  needed as well, and per­
haps this committee could address itself to these. First, ther e needs 
to be an effective referra l process. Somehow mortgages have got to 
be required  to make effective re ferra ls and to cooperate with realis ­
tic, reasonable proposals in a way that  won’t allow it to be the 
nation’s largest ghetto  landlord, as they are now throu gh the as­
signment  program.

I applaud the assignment program. As a lternat ive  to foreclosure 
it is really a godsend, but at the same time I really reject the 
failure of subs tantia l mortgage-servicing agencies and banks, those 
tha t are members of the National Foundation, I reject the ir failure



595

to provide patient, reaonable, good servicing, and to rely on our 
assignment as an  a ltern ative to this.

I had intended  to share  with you a couple of case histories, but 
my experience is limited. I have only dealt  with a few hundred.  
There are thousands tha t are receiving services. As a ma tter  of 
fact, unde r the HUD grant in 1979, 143,911 families received serv­
ices, so I really can’t address tha t. I can’t say what a typical case 
is. I don’t know. The typical case in my experience would fall in 
one of two areas.

The first client would be a low-income person, probably one of 
those included in the group that the prior speaker referred to. It 
might be represented by a case that  I worked on.

A senior citizen, total income of $470 per month, a housing 
mortgage payment not including utilit ies obviously of $206 per 
month, facing tha t problem by itself, jus t looking a t this as a ratio 
of expense to income, she had survived since 1971 with that  kind of 
income. Even though she is disabled, she can’t even rely on mass 
transit. She has a spinal injury. She is diabetic. Because she had a 
current defaul t record at one point when she couldn’t make a 
part icular mortgage payment, the next month she took the pay­
ment in, the mortgage servicing agency refused to accept it, con­
tra ry to the requirements of 4191.4.

That  scenario was carried  out for three months. She finally 
reins tated the mortgage. She was hospitalized for surgery. The 
problem repeated. Again she offered all but one of the payments, 
and for four months the mortgage servicing agency refused to 
accept, and in the fourth month they began foreclosure. Because 
she wasn’t aware of appropriate  counseling services, she found 
herself in the hands of a second mortgage company that  represen t­
ed itself as a counsel ing agency.

They had obtained her name from legal means where foreclosure 
process had been published. They charged her $350 for counseling, 
and “an outside appraisal.” Their counsel consisted of a referral to 
a bankruptcy attorney. He placed her in Chapter 13. The plan 
would have called for the payment of $125 per month into the 
Chapter 13 plan, and in addition, outside of this, she was to pay the 
$206 per month on he r mortgage.

The attorney charged $495 for his fee. That was late r reviewed. 
Judge Patton of the Easte rn Federal District reviewed this. There 
were adjustments  made. The plan was dismissed as being unneces­
sary in light of the fact that HUD finally agreed to accept an 
assignment. HUD extended a 48-month period in which she could 
reti re that default. This occurred nearly  a  year ago.

She is stil l cur ren t in payment of her  mortgage obligation. Long­
term, some day at some point she will probably suffer foreclosure. I 
hope not, and we will do everything we can do to delay that  point, 
to prevent it, but dollars and cents are a little  less feeling, and 
some day she probably will even tuate  in foreclosure. But in the 
mean time, here is a very elderly lady who has her own home, and 
that is the  whole name of this process.

I said there were two general  groups. Within Michigan tha t 
second group would be a person earn ing a median income or slight­
ly more, a UAW or other organized labor member, a person that  
has been involved in money mismangement. He borrowed more
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than  he could pay at  a part icul ar point. He is in a precipitous 
position as it relate s to a financial balance. Perhaps he is laid off. 
Perhaps he becomes ill. He becomes de linquent in the payment of 
obligations and various creditors take  action. Included in the conse­
quence of this is the  default on his mortgage.

Without counseling services he is going to lose the largest thing 
he has to show for th e 12, 14 or 16 years of work. Th at is his home.

Mr. Sabo. Very good. T hank you.
Mr. J olly. T hank  you.
Mr. Sabo. We apprecia te your coming with us today. It is excel­

lent testimony.
Mr. Jolly. T hank  you.
[The s tatem ent follows:]
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na no na L FOunDaTion For c o n s u m e r creD iT, inc.

E

T h e  N a t i o n a l  F o u n d a t i o n  F o r  C o n su m e r C r e d i t  i s  an  o r g a n i z a t i o n  co m p o se d  
o f  m an y o f  t h e  n a t i o n s  m a jo r  c o n s u m e r  c r e d i t  l e n d e r s  an d  o v e r  2 0 0  non  
p r o f i t  c o n s u m e r  c r e d i t  c o u n s e l i n g  s e r v i c e s .  T h e s e  c o u n s e l i n g  s e r v i c e s  
a r e  l o c a t e d  i n  e v e r y  s t a t e  e x c e p t i n g  A l a s k a ,  D e la w a r e  an d  M i s s i s s i p p i .

D u r in g  1 9 7 9 ,  CCCS a g e n c i e s  c o u n s e l e d  t h e  a d u l t  h e a d s  o f  o v e r  1 0 0 , 0 0 0  
f a m i l ' i e s .  T h e s e  c i t i z e n s  w e re  s e e k i n g  a s s i s t a n c e  i n  d e t e r m i n i n g  
s o l u t i o n s  t o  d e b t  a n d  c r e d i t  p r o b le m s  t h a t  a l m o s t  i n v a r i a b l y  i n c l u d e d  
d e l i n q u e n c y  i n  p a y m e n t o f  t h e i r  r e n t s  o r  m o r t g a g e  o b l i g a t i o n s .  O f te n  
t h e  p r o b le m s  w e re  o f  s u f f i c i e n t  g r a v i t y  t o  i n c l u d e  e v i c t i o n  o r  m o r t g a g e  
f o r e c l o s u r e  am ou ng  t h e i r  l i k e l y  c o n s e q u e n c e s .

T he D e p a r tm e n t  o f  H o u s in g  an d  U rb a n  D e v e lo p m e n t h a s  e n c o u r a g e d  a n d  
f o s t e r e d  d e v e lo p m e n t  o f  s p e c i a l i z e d  f i n a n c i a l  a n d  h o u s e h o l d  m a n a g e m e n t 
c o u n s e l i n g  t h a t  h a s  b e e n  t i t l e d  a s  H o u s in g  C o u n s e l i n g .  T he C o n g r e s s ,  
t h r o u g h  i t s  c o m m i t t e e s ,  h a s  u r g e d  HUD t o  p r o v i d e  r e a l i s t i c  s u p p o r t  to  
t h i s  hu m an  s e r v i c e  an d  a f t e r  m an y y e a r s  o f  r e p e t i t i v e  s t u d y  HUD h a s  
in d e e d  a g r e e d  t h a t  H o u s in g  C o u n s e l i n g  i s  b o t h  e f f e c t i v e  i n  r e d u c i n g  
f o r e c l o s u r e s  a n d  t h e  c o s t s  a t t e n d a n t  t o  t h e s e .

E a r l y  e f f o r t s  i n  h o u s i n g  c o u n s e l i n g  w e re  l a r g l y  f o c u s e d  u p o n  s u b s i d i z e d  
h o u s i n g  p r o g r a m  p a r t i c i p a n t s ,  g e n e r a l l y  2 3 5  m o r t g a g o r s .

S t u d i e s  on  t h e  c o s t  e f f e c t i v e n e s s  o f  h o u s i n g  c o u n s e l i n g  w e re  c o n d u c t e d  
d u r i n g  t h a t  p e r i o d .  The  c o s t  o f  c o u n s e l i n g  w as  d e t e r m i n e d  f o r  t h e  
p u r p o s e s  o f  t h o s e  s t u d i e s  t o  i n c l u d e  s u b s i d i e s  o f  m o r t g a g e  i n t e r e s t  
t h a t  c o u l d  b e  e x p e c t e d  t o  b e  p a i d  o u t ,  f o r  a n u m b e r o f  y e a r s ,  i n  e a c h  
c a s e  w h e re  c o u n s l i n g  w as  ju d g e d  t o  h a v e  p r e v e n t e d  a f o r e c l o s u r e .  W h e th e r  
t h a t  c o s t  i s  p r o p e r l y  c h a r g a b l e  a s  a c o s t  o f  c o u n s e l i n g  o r  w o u ld  b e  m o re  
a p p r o p r i a t e l y  te r m e d  t o  be a c o s t  o f  o u r  n a t i o n a l  e f f o r t  t o  p r o v i d e  
d e c e n t  h o u s i n g  t o  t h e  p o o r ,  ma y b e  lo n g  a r g u e d  b u t  i s  c l e a r l y  a d i f f e r e n t  
d i s c u s s i o n .  T he i m p o r t a n t  p o i n t  i s  t h a t  i n  s p i t e  o f  t h a t  q u e s t i o n a b l e  
an d  s u b s t a n t i a l  c o s t  a l l o c a t i o n .  H o u s in g  C o u n s e l i n g  w as  ju d g e d  t o  be 
c o s t  e f f e c t i v e . '

I n  1 9 7 9 ,  t h e  g r e a t  m a j o r i t y  o f  c o u n s e l e e s  w e re  m o r t g a g o r s  i n s u r e d  u n d e r  
n o n - s u b s i d i z e d  s e c t i o n s ,  p r e d o n i m a t e 1 y 2 0 3 .  T h e r e  i s  l i t t l e  q u e s t i o n  o f  
c o s t s  f o r  s u b s i d i e s  t h a t  c o u l d  h a v e  b e e n  a v o i d e d  t h r o u g h  f o r e c l o s u r e  i n  
t h e s e  c a s e s .

e o e B U 'L O  NG W E S T  • 1619 S T R E E T . • W A S H IN G T O N . O .C . 2 0 0 0 6  •  COD E ( 2 0 2 )  2 2 3 - 2 0 * 0



598

A s u r v e y  o f  CCCS a g e n c i e s  w as  c o n d u c t e d  b y  t h e  N a t i o n a l  F o u n d a t i o n  F o r 
C o n su m er C r e d i t .  S ix  a g e n c i e s  w e re  i n c l u d e d  wh o c o u n s e l e d  o v e r  1 2 , 5 0 0  
f a m i l i e s  d u r i n g  1 9 7 9 ,  i n  a g g r e g a t e  t o t a l  an d  a r e  l o c a t e d  i n  s t a t e s  
r e p r e s e n t i n g  a b r o a d  c r o s s  s e c t i o n  o f  t h e  c o n t i n e n t a l  U n i te d  S t a t e s .  
B o th  s m a l l e r  c i t i e s  an d  l a r g e  u r b a n  a r e a s  a r e  i n c l u d e d  i n  t h e  s a m p l in g  
fr o m  w h ic h  we d re w  o u r  i n f o r m a t i o n .

The  n u m b e r o f  f a m i l i e s  c o u n s e l e d  b y  t h e  a g e n c i e s  s e l e c t e d ,  i s  r e l e v a n t  
i n  t h a t  i t  r e p r e s e n t s  12% o f  t h o s e  c o u n s e l e d  b y  CCCS a g e n c i e s  d u r i n g  
t h e  p e r i o d  a n d  i s  t h e r e f o r e ,  a v a l i d  s a m p l in g  o f  t h e  a c t i v i t i e s  o f  a l l  
CCCS a g e n c i e s .

T he b o tt o m  l i n e  i s  t h i s .  HUD p r o v i d e d  j u s t  o v e r  $ 2 1 6 , 0 0 0  i n  g r a n t s  to  
t h e  s i x  a g e n c i e s  i n v o l v e d  a n d  t h r o u g h  t h e  s e r v i c e s  so  a s s i s t e d ,  a v e r t e d  
3 1 2  f o r e c l o s u r e s  a t  £  m in im um . I n  1 9 7 9 ,  t h e  a v e r a g e  c o s t  o f  t h e  i n s u r ­
in g  fu n d  o f  e a c h  f o r e c l o s u r e  w as  tw e l v e  th o u s a n d  d o l l a r s .  Ha d t h e s e  
3 1 2  m o r t g a g o r s  b e e n  f o r e c l o s e d  u p o n , t h e s e  c o s t s  w o u ld  h a v e  t o t a l e d  
$ 3 , 7 4 4 , 0 0 0 . 0 0 .

The  m em ber s o f  t h e  N a t i o n a l  F o u n d a t i o n  F o r  C o n su m e r C r e d i t  a r e  n o t 
q u ic k  t o  e n c o u r a g e  l a v i s h  s o c i a l  s p e n d in g  o r  i n c r e a s i n g  t h e  p u b l i c  d o l e  
H e lp i n g  p e o p l e  t o  h e l p  th e m s e l v e s  h a s  a lw a y s  b e e n  a good  an d  r e w a r d i n g  
i n v e s t m e n t  a n d  h a s  c e r t a i n l y  p r o v e n  t o  be i n  t h e s e  c a s e s .  We u r g e  
a p p r o p r i a t i o n  o f  t h e  f u l l  am o u n t r e q u e s t e d  by  HUD f o r  u s e  i n  su p p o rt in g  
H o u s in g  C o u n s e l i n g  a c t i v i t i e s .  T h ro u g h  t h i s  a p p r o p r i a t i o n ,  you  can  
a c h i e v e  a s u b s t a n t i a l  s a v i n g s .
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197 9 NATIONAL FOUNDATION CLIEN T ST AT IS TI CA L INFORMATION

N um be r o f  c l i e n t s  c o u n s e le d

N um be r r e f e r r e d  e l s e w h e r e

N um be r h e lp e d  by  f i n a n c i a l  c o u n s e l i n g  o n ly  

F i n a n c i a l  c o u n s e l i n g  and  d e b t  m a n a g em e n t 

*D ebt owed by t h e s e  f a m i l i e s  $ 3 0 1 ,9 7 9 ,2 0 0  

N um be r o f  a c t i v e  c a s e s  y e a r  end

N um be r o f  c a s e s  t e r m i n a t e d
a .  P a id  i n  f u l l
b .  R e l e a s e d  f o r  s e l f - a d m i n i s t r a t i o n
c .  N o n -p a y m e n t
d .  C h a p t e r  X I I I
e .  B a n k r u p tc y

N um ber  o f  p u b l i c  p r e s e n t a t i o n s  ( s c h o o l s ,  
c o m m u n it y  g r o u p s ,  e t c . )

A p p ro x im a te  n u m b e r o f  p e o p le  r e a c h e d  d u r i n g  
t h e s e  s e s s i o n s

1 0 3 ,8 0 0

1 2 ,0 0 0

2 6 ,8 0 0

3 4 ,4 0 0

4 5 ,6 0 0

6 ,0 0 0  
________9 ,0 0 0

1 5 ,0 0 0
400
800

5 ,4 0 0

5 1 1 ,6 0 0

* T h i s  d o e s  n o t  i n c l u d e  m o r tg a g e  o b l i g a t i o n s .
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1 9 7 9  CALENDAR YE AR

R E S U L T S  OF  C O U N SE L IN G  D EFA U LTED  MOR TG AG OR S

AGENCY LOCATION
PI KES  PEAK,
COLORADO

PORTLAND,
MAINE

DET RO IT ,
MICH.

CONCORD,
NEW HAMPSHIRE

PIT TSBURGH,
PENNSYLVANIA

LOS ANGELES,
CALIFORNIA

G r a n t  D ocum ent N um be r 7 5 5 8 7633 7648 7 6 6 9 76 3 3 75 43

T o t a l  C o u n s e le d 55 12 7 1106 3 31 1155 25 8

T o t a l  U n i t  C la im 1 39 23 2 2402 8 1 0 7 2 4 6 2179

D e f a u l t  C o u n s e le d 36 64 863 98 664 131

D e f a u l t  U n i t s 1 1 0 12 6 1 8 9 0 28 1 3 9 8 6 1211

C o u n s e l in g  O u tc o m e s  -  -  - .................................

F o r e b e a r a n c e 0 0 84 2 0 11

P ay m en t P l a n 30 24 88 29 25 1 70

R e i n s t a t e d 2 1 19 4 0 54 12

A s s ig n e d 0 0 11 1 0 1 2

S o ld  P r o p e r t y 0 0 77 0 17 5

D e e d - i n - l i e u 0 0 0 0 1 0

F o r e c lo s e d 0 0 62 0 33 29

C o n t in u in g  C o u n s e l i n g 4 39 247 67 3 07 2

T o t a l  R e l i e f  O b ta in e d  * 32 5 54 31 324 100

* C o n t in u in g  C o u n s e l i n g  c a s e s  a r e  n o t  i n c l u d e d  i n  g ro u p  r e l i e v e d  e v e n  

t h o u g h  t h i s  w i l l  p r o b a b l y  b e  t h e  o u tc o m e .



B e n e f i t  E s t i m a t e

I t  may b e  s a f e l y  a s su m e d  t h a t  a p p r o x i m a t e l y  1 /2  o f  t h o s e  

c o u n s e l e d  wh o w e re  i n  d e f a u l t  w o u ld  h a v e  b e e n  t h e  s u b j e c t s  o f  

f o r e c l o s u r e  h a d  c o u n s e l i n g  a s s i s t a n c e  n o t  b e e n  a v a i l a b l e .

The  n a t u r e  o f  t h e  p r o b le m s  a f f e c t i n g  t h i s  g ro u p  a t  t h e  i n t a k e  

p o i n t  i s  d e m o n s t r a t e d  th r o u g h  tw o c a s e  h i s t o r i e s  a t t a c h e d .  So me  

f u r t h e r  i n s i g h t  i s  p o s s i b l e  th r o u g h  e x a m i n a t i o n  o f  t h e  N a t i o n a l  

F o u n d a t io n  f o r  C o n su m er C r e d i t  (NFCC) s t a t i s t i c s  o f  1 9 7 9 . The  

a v e r a g e  d e b t  o f  f a m i l i e s  c o u n s e l e d  by  t h e s e  a g e n c i e s  i n  1979  

w as  $ 8 ,7 7 8 .0 0  i n v o l v i n g  17 c r e d i t o r s  an d  t h i s  in  no  c a s e  i n c l u d e s  

a m o r tg a g e  o b l i g a t i o n .  ( T h e  a v e r a g e  d e b t  l e v e l  o f  b a n k r u p t c y  

p e t i t i o n e r s  w as  $ 9 ,4 2 0 .0 0  )

T o ta l  d e f a u l t  c a s e s  c o u n s e l e d  ................................................  1 ,8 5 6

A ss um ed  r a t e  o f  f o r e c l o s u r e  w i t h o u t  c o u n s e l i n g  50% 

R e a s o n a b le  e s t i m a t e  o f  e x p e c t e d  f o r e c l o s u r e s  . 92 8

N um ber  who  w o u ld  h a v e  a v o id e d  f o r e c l o s u r e

w i t h o u t  c o u n s e l i n g  ...........................................................  92 8

N um be r d e p e n d e n t  u p o n  c o u n s e l i n g  t o  a v o id

f o r e c l o s u r e  ....................................................................

N um ber  f o r e c l o s e d  wh o h a d  b e e n  c o u n s e l e d  . .

S u c c e s s  R a te

N um ber  a s s i s t e d  t h r o u g h  c o u n s e l i n g  ......................
N um be r d e p e n d e n t  u p o n  c o u n s e l i n g
N um be r a s s i s t e d  b y  c o u n s e l i n g

. 92 8

. 12 4

. 80 4

.8 6 .6 %

C o s t  o f  f o r e c l o s u r e s  e x p e c t e d  ( $ 1 2 ,0 0 0  e a . )  $ 1 1 ,1 3 6 ,0 0 0  

C o s t  o f  f o r e c l o s u r e s  a v o id e d  (G ro s s  B e n e f i t ) $  9 ,6 4 8 ,0 0 0  

C o s t  o f  HUD f u n d i n g  $ 2 0 8 ,1 2 8  

N e t s a v i n g s  t o  i n s u r i n g  f u n d ................................ $ 9 ,4 3 9 ,8 7 2
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METHOD 1 -  (T o ta l  ag e n cy  b u d g e t fr a l l  c l i e n t s  s e r v e d ) ,  i n c lu d e s  HUD an d Non HUD

AGENCY

P ik e s  Pea k $ 6 6 ,5 0 0 fr 181 f a m i l i e s « $ 3 6 7 .4 0 p e r f a m ily se rv e d .
P o r t la n d $ 59 ,5 3 3 ♦ 408 f a m i l i e s • $ 145 .9 1 p e r fa m ily se rv e d ,
D e tr o i t $1 ,,1 89 ,9 81 fr 63 62 f a m i l i e s = $18 7 .0 4 p e r f a m ily se rv e d ,
Con co rd $ 141,2 78 935 f a m i l i e s a $ 1 5 1 .0 9 p e r f a m ily se rv e d ,
P i t t s b u r g h $ 2 0 2 ,9 8 0 fr 1469 f a m i l i e s - $ 1 3 8 .1 7 p e r f a m ily se rv e d ,
Lo s A nge le s $ 4 1 1 ,4 8 0 fr 32 13 f a m i l i e s = $ 1 2 8 .0 6 p e r f a m ily se rv e d ,

T o ta l  $ 2 ,0 7 1 ,7 5 2  * 1 2 ,5 68  f a m i l i e s  = A vera ge = $164 .8 4

METHOD 2 -  (HUD fu n d in g  @ $ 1 6 .0 0  p e r  u n i t  X nu mbe r u n i t s  fr HUD C ases  )
P ik e s  Pea k 139 u n i t s X $ 1 6 .0 0 = $ 2 ,2 2 4 ♦ 55 HUD c l i e n t s ■ $ 4 0 .4 3 p e r HUD c l i e n t s e rv e d .
P o r t la n d 232 u n i t s X $ 1 6 .0 0 = $ 3 ,7 1 2 fr 127 HUD c l i e n t s = $ 2 9 .2 2 p e r HUD c l i e n t s e r v e d .
D e tr o i t 24 02 u n i t s X $ 1 6 .0 0 B $ 3 8 ,4 3 2 ♦ 1106 HUD c l i e n t s = $ 3 4 .7 5 p e r HUD c l i e n t s e r v e d .
Con co rd 81 0 u n i t s X $ 1 6 .0 0 a $ 12 ,9 6 0 fr 331 HUD c l i e n t s a $ 3 9 .1 5 p e r HUD c l i e n t se rv e d .
P i t t s b u r g h 7246 u n i t s X $ 1 6 .0 0 = $1 1 5 ,9 3 6 ♦ 1155 HUD c l i e n t s a $ 1 0 0 .3 7 p e r HUD c l i e n t s e r v e d .
Lo s A nge le s 21 79 u n i t s X $ 1 6 .0 0 $ 3 4 ,8 64 ♦ 258 HUD c l i e n t s = $ 1 3 5 .1 3 p e r HUD c l i e n t s e r v e d .

T o ta l  $ 2 0 8 ,1 2 8  * 30 32 A vera ge » $6 8 .6 4

METHOD 3 -  HUD fu n d in g  t o t a l  fr o n ly  th o s e  r e c e iv in g  d e f a u l t  s e r v ic e s

P ik e s  Pea k T o ta l  HUD fu n d in g 2 ,2 2 4  ♦ 36
P o r t la n d T o ta l  HUD fu n d in g 3 ,7 1 2  » 64
D e tr o i t T o ta l  HUD fu n d in g 3 8 ,4 3 2  F 86 3
Con co rd T o ta l  HUD fu n d in g 1 2 ,9 6 0  t 98
P i t t s b u r g h T o ta l  HUD fu n d in g 1 1 5 ,9 3 6  * 664
Lo s A nge le s T o ta l  HUD fu n d in g 3 4 ,8 6 4  r 131

T o ta l 2 0 8 ,1 2 8  «■ 185 6

d e f a u l t  c l i e n t s  « c o s t  p e r  d e f a u l t  c o u n s e l in g $ 6 1 .7 ' 
d e f a l u t  c l i e n t s  = c o s t  p e r  d e f a u l t  c o u n s e li n g  $ 5 8 .Qi 
d e f a u l t  c l i e n t s  ■ c o s t  p e r  d e f a u l t  c o u n s e li n g  $44 .5 : 
d e f a u l t  c l i e n t s  •  c o s t  p e r  d e f a u l t  c o u n s e l in g $ 1 3 2 .2- 
d e f a u l t  c l i e n t s  » c o s t  p e r  d e f a u l t  c o u n s e l in g $174.~6< 
d e f a u l t  c l i e n t s  « c o s t  p e r  d e f a u l t  c o u n s e l in g $ 2 6 6 .0 1 
A vera ge = $ 1 1 2 .1 3

METHOD 4 -  (HUD fu n d in g  fr HUD d e f a u l t  c l i e n t s  RELIEVED)
P ik e s  Pea k HUD fu n d in g a $ 2 ,2 24 ♦ 32 » $ 6 9 .5 0 p e r HUD c l i e n t r e l i e v e d .
P o r t la n d HUD fu n d in g a $ 3,712 fr 25 = $14 8 .4 8 p e r HUD c l i e n t r e l i e v e d .
D e tr o i t HUD fu n d in g = $ 3 8 ,4 3 2 fr 554 a $ 6 9 .3 7 p e r HUD c l i e n t r e l i e v e d .
C on co rd HUD fu n d in g a $ 1 2 ,9 6 0 fr 31 = $ 4 1 8 .0 6 p e r HUD c l i e n t r e l i e v e d .
P i t t s b u r g h HUD fu n d in g - $ 1 1 5 ,9 36 fr 324 a $35 7 .8 2 p e r HUD c l i e n t r e l i e v e d .
Lo s A nge le s HUD fu n d in g ■ $ 3 4 ,8 6 4 fr 100 ■ $34 8 .6 4 p e r HUD c l i e n t r e l i e v e d .

T o ta l $ 2 0 8 ,1 28 ♦ 1066 ■ $19 5 .2 4 AVERAGE p e r  r e l i e f  o b ta in e d .
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PROGRAM HIGHLIGHTS

1) In  ro un d nu mbe rs , th e  HUD Housing C ounse ling  Prog ram

p ro v id e d  n e a r ly  200,0 00 c l ie n t  s e rv ic e s  in  ca le n d a r year 

19 79 . 15 2,0 00 o f  th ese were " in d iv id u a l "  c l ie n t s ,  and

48,0 00 were pers ons counse le d  in  g ro ups.

These fi g u re s  a re  based on an e x t r a p o la t io n  o f  a 72% samp le 

o f c l ie n t  d a ta . The s p e c if ic s  are  th e s e :

• 269 g ra n te e s  ou t o f  th e  r o s te r  o f  296 re p o r te d  a t le a s t  
once by th e  c u t - o f f  da te  o f  Febru ary  14, 1980 .

■ These 269 g ra n te e s  su b m it te d  a t o t a l  o f  2 ,5 60  re p o r ts ,  
o r 9 .5  re p o r ts  per g ra n te e .

• These re p o r ts  c o n ta in e d  a t o t a l  o f  143 ,9 11  c l ie n t  
e n t r ie s .

•  The 2,5 60 re p o r ts  c o n s t i tu te  72% o f  3,5 52 re p o r ts ,  th e  
number which  wou ld have been re c e iv e d  had a l l  296 
agenc ie s su b m it te d  tw e lv e  m on th ly  re p o r ts .

2 ) N e a rl y  o n e - th ir d  o f  a l l  in d iv id u a l  c l ie n t s  had a mor tgag e 

d e fa u lt  p ro b le m , and re c e iv e d  " d e fa u l t  c o u n s e li n g ."  N ea rl y  

tw o - th ir d s  o f  th ese d e fa u lt  ca se s re s u lt e d  in  some 

a l le v ia t io n  o r remed y.  S p e c i f ic a l ly :  th e  fo ll o w in g  

ou tco mes  were a ch ie ved :

•  mor tgag ee  fo rb e a ra n ce  arr angem ents  (9%)

• a lt e rn a te  payment p la n s  (17%)

• mor tgag e lo an  re in s ta te m e n t (40%)

O th er r e s u lt s  wer e:

•  mor tgag e fo re c lo s u re  (12%)

• sa le  o f  home (8%)

1
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Department of Housing and Urban Development

WITNESSES

GEORGIANNA G. TIGER. ADMINISTRATOR, THE NATIONAL CONGRESS
OF AMERICAN INDIANS. AND NATIONAL AMERICAN INDIAN HOUSING
COUNCIL

ROBIN SHIELD. STAFF MEMBER

Mr. Sabo. Georgianna Tiger, represent ing National Congress of 
American Indians.

Welcome to the committee. We will put your enti re state men t in 
the record.

Ms. Tiger. Thank you. On beha lf of the National Congress of 
American Indians, we apprec iate this opportunity to be here. We 
are testifying jointly on beha lf of the National American Indian 
Housing Council, and the NCAI represents  in membership 150 
member tribes, which is roughly 400,000 Indian citizens in this 
country.

I will try not to read from my prepared statement but I would 
like to sta rt out by s tating to you the statis tics in 1980 on page 3, 
substandard housing for Indian people. To Indian people living on 
reservation, substandard housing means 47.7 percent of the ir hous­
ing units are without indoor bathrooms, 29.1 percent are without 
piped-in water, and the highest  death rate  for infan t children  is 
four times the nationa l average.

I would like to respectfully remind this committee tha t the Fed­
eral Government has a legal t rust responsibility, the enti re Federal 
Government, to Indian people supported by statu tes, executive 
orders, Supreme Court decisions, et cetera, and certain ly a moral 
responsibiltiy for having contributed more than  significantly to 
creating statistics t hat  I just cited.

We are here to ta lk about two things . One is the Adminis tration 
has proposed to cut back the cur ren t level of 6,000 Indian housing 
units by one third,  by 2,000 units for fiscal year 1981. Secondly, 
HUD has effectively crippled the tribes’ efforts to plan for future 
housing needs by writing the Indian tribes  out of the 701 planning 
gran ts program in 1981.

The Depar tment  of Housing and Urban Development misin­
formed the House Subcommittee on Housing and Community De­
velopment in March of this year that plenty of money was availa­
ble from the BIA and Economic Development Administration to 
fund Indian housing. This is not true. Those agencies do not have 
funds for this specific purpose. Only HUD has housing planning  
funds.

Defending the cost of Indian housing: HUD compares Indian 
housing, the bulk of which is located obviously in isolated rural  
areas, with public housing in urban oriented programs. Indian 
housing does cost, with Indian projects being situa ted where higher 
costs are  unavoidable. That is not to say we defend excessive costs, 
but the statement tha t Indian housing in and of i tself is so much 
more expensive when compared to othe r housing programs is too 
broad and too simplistic.

There are factors involved which contributed significantly to in­
creased costs tha t do not affect urban  projects such as inaccessibil-
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ity to readily available  and easily transportab le building mater ials, 
labor, existing wate r and sewer systems, and existing well-main­
tained roads. It is felt by OMB that project development contrib ­
utes to Indian housing costs, but we are made to apologize for 
inadequate roads, water and sewer systems, and are made to apolo­
gize for HUD’s inability  to coordinate its housing program with 
BIA for roads and Indian Health  Service for sewage.

HUD’s idea of cutt ing the number  of unit s that  will decrease the 
cost of housing is not logical in the sense t ha t cuttin g units  will not 
stop cost increases. The remain ing units  will still take  money to 
build and maintain. If that is HUD’s approach to cost containment, 
then will it continue to cut units? Will the ir policy be that the 
cheapest Indian housing is no Ind ian housing?

The Indian housing program was administra tively  created in 
1961. However, no final rules and regula tions were promulgated 
until 15 years later. Last year, basic rules and regula tions were 
published in final form; even though the regulations will enable 
Indian housing authorities to construct quality  housing on a timely 
basis at a 6,000-unit level or bette r, there is still no finalized 
handbook to go with them. It has taken 18 years to develop the 
delivery system for Indian housing which is capable of delivering 
6,000 units, but HUD’s inability to process these units  has been 
laid a t the feet of Indian tribes  and the Indian housing autho rities .

We feel it is neither fair nor wise to reduce the federal commit­
ment to Indian housing at this time. The 1970 census repor t on 
housing charac teristi cs indicated 62.4 percent of the housing units  
on Indian reservat ions were substandard  compared to less than 13 
percent  for the total United States  population.

In 1978 the GAO report  on Indian  housing pointed out that  the 
percentage  of Indian families living in substandard housing re­
mained in the vicinity of 60 percent, eight years later.  Between 
1970 and 1976 the Federal Government provided assistance to build 
27,000 new homes on Indian reserva tions, but during the same 
period of t ime the number  of Indian families living in subs tandard 
housing increased at an average annual rate  of nea rly 4,000. Fund­
ing Indian housing at the 45,000-unit level would just barely  keep 
pace with this annu al increase in families, and would not reduce 
the overall number of Indian families in substandard housing.

This is the third year tha t Indian  tribes  have come to this 
committee to fight unit  cuts in the Indian housing program. We 
will cite the same statis tics that remain  unchanged. The study 
released by the Census Bureau in 1970 indicated the total  number 
of substandard housing was 8,758,000. Assuming no change in this 
figure, the number of housing units assisted or financed by the 
Federal Government exclusive of FHA, VA and GNMA was 
509,000, or 5.8 percent  of the need.

By comparison, GAO figures indicate that the number of Indian 
families in substandard  housing by 1980 would be approximately 
102,000. If the fiscal year 1980 budget request for Indian housing 
units  was set at 5.8 percent of need, then  the number of Indian 
units  should be 5,802, or approximately 6,000 units. Tha t remains 
unchanged this year.

On Jan uary 26, in the White House budget briefing, NCAI was 
assured by Mr. W. Bowman Cutte r, Executive Associate Director
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for Budget in the Office of Management and Budget, tha t the 2,000 
units would be restored and the 6,000-unit level maintained. We 
ask this subcommittee to help the White House live up to its 
commitment and restore to Indian  people 2,000 units  of Indian 
housing, which we desperate ly need.

We fur ther ask tha t the tribes  be put  back into the 701 planning 
gran ts program so tha t they can continue to prepare for the ir 
future.

I have attached as an addendum for th e record some justification 
for an elaboration on the  701.

[The st atem ent follows:]
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MR . CHA IRMAN AND MEMBERS OF THE SUBC OM MITTE E:

MY NAME I S  GEORGIAN NA  G . T IG E R . I  AM TH E AD MINISTR AT OR  O F TH E NA TI ON AL  CO NGRESS

OF  AM ERICA N IN D IA N S . WITH  ME TODAY I S  ROBIN  SH IE L D  O F MY ST A F F. ON BE HA LF  O F TH E

NA TION AL  AM ERICA N IN D IA N  HO US ING COUNCIL  AND TH E O F FIC E R S  AND 1 5 0  T R IB E S  OF T H IS

O RGAN IZ ATIO N, I  WANT TO THANK YOU FO R G IV IN G  US T H IS  OP PO RT UNI TY  TO PR ES ENT TE ST IM ON Y

BE FO RE  TO E MEMBERS OF T H IS  CO MMITTE E.

WHEN TO E TR UST  RELA TIO N SH IP  BETWEEN T R IB E S  AND TO E FE DE RA L GOVEPNMENT WAS EST A B L IS H ­

ED  MANY YEARS AG O, A COMMITMENT WAS MADE TO IN D IA N  PE OPL E THAT  TO E NE ED S FO R T H E IR

W ELL-B EIN G WOULD BE M ET. DE CENT HO US IN G I S  PA RT  OF THAT  NE ED  AND TO E DEPARTMEN T OF

HO US ING AND URBAN DEVELOP MENT HAS  TH E R E S P O N S IB IL IT Y  TO  PRO CI DE IN D IA N  FA M IL IE S  WITH

DE CE NT , SA GE  AND SA NI TA RY  H OU SI NG. IN  FA C T , HUD HO US ING I S  TO E PR IM AR Y HO US ING PROGRAM

ON IN D IA N  RE SE RVATI ONS TODA Y.

IN  ANY GIV EN RE SE RV AT ION COMMUNITY ONE HO US IN G PRO JE CT DO ES  AT  LE AS T POU R T H IN G S: 

GE NE RA TE S EMPLO YM ENT, IN CREA SE S PO PU LA TIO N , ALT ERS TO E ENVIR ONM ENT  AN D, ABOVE A T I ,  E L S E , 

R A IS E S  P E O P L E 'S  HO PE S FOR DE CENT HOMES FOR TH EM SELV ES AND T H E IR  F A M IL IE S . WITH TH E

IN DIA N HO US IN G PROGRAM BEIN G  AS  FA R-R EA CHIN G A S I T  I S ,  ON E CAN IM AG IN E HOW TREMEN DOUSLY 

T H IS  SIN G L E  PROGRAM IM PA CT S ON T R IB A L  AL L AC RO SS  TO E CO UN TR Y. YET HU D,  WHOSE RO LE IN  

PR O VID IN G HO US IN G TO IN D IA N  PEOPL E I S  9 0  LA RGE,  HA S PR OP OS ED  TO  CU T BACK TH E CURRE NT

LE VE L O F 6 , 0 0 0  U N IT S  BY O N E -T H IR D  FO R F IS C A L  YEA R 1 9 8 1 .

FU RT HE RM OR E, HUD HA S E FFEC TIV ELY  C R IP P L E D  TH E T R IB E S ' EFFO RTS TO  PIA N  FOR FU TURE

HO US IN G NEE DS BY W RIT IN G THEM OU T OF THE 7 0 1  PL AN NI NG  GR ANTS PROGRAM IN  F Y '8 1 .  TO

JU S T IF Y  T H IS  ACTI ON TO E DEPART MENT MIS IN FO RM ED  TO E SUBCOM MITTEE ON HO US ING AND COMMUNITY

DEVELOP MENT IN  MARCH OF T H IS  YEA R TH AT  PL EN TY  OF  MONEY WUS A V II A B L E  FROM TH E BUREAU OF

IN D IA N  A F FA IR S  AND ECONO MIC  DEV ELO PMENT ADM IN IS TRATIO N TO FUND HO US ING PL ANNIN G. T H IS

I S  NO T TRU E; TH OSE  A GENCIE S DO NO T HAVE FUNDS FOR T H IS  S P E C IF IC  PU RPO SE. ONLY HUD

HAS HO US ING PL AN NI NG  FUNDS. HOW AR E TR IB A L  GOVERNM ENTS EX PE CT ED  TO  PR EP AR E FO R T H E IR

HO US ING NE ED S I F  DEN IE D A SSI ST A N C E BY TH E VE RY  AGENCY CHARGED WITH TH E MAJ ORIT Y OF

6 3 - 2 7 7  0 - 8 0 - 3 9
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INDIAN HOUSING?

HUD COMPARES INDIAN HOUSING, TOE BULK OF  WHICH IS LOCATED IN ISOLATED RURAL 

AREAS, WITH PUBLIC HOUSING, AN URBAN-ORIENTED PROGRAM, AND CRIES "INDIAN HOUSING COSTS 

TOO MUCH." INDIAN HOUSING DOES COST. IT TAKES ALOT OF MONEY TO BUILD HOUSES THESE

DAYS AND WITH INDIAN PROJECTS SITUATED WHERE THEY ARE, HIGHER COSTS ARE UNAVOIDABLE.

THIS IS NOT TO SAY THAT WE DEFEND UNLIMITED OR  EXCESSIVE COSTS, BUT THE STATEMENT

THAT INDIAN HOUSING IN AND OF ITSELF IS S O MUCH MORE EXPENSIVE WHEN COMPARED TO

OTHER HOUSING PROGRAMS IS TOO BROAD AND SIMPLISTIC A STATEMENT TO MAKE. THERE ARE

FACTORS INVOLVED WHICH CONTRIBUTE SIGNIFICANTLY TO INCREASED COSTS THAT DO NOT AFFECT

URBAN PROJECTS SUCH AS INACCESSIBILITY TO READILY AVAILABLE AND EASILY TRANSPORTABLE 

BUILDING MATERIALS, LABOR, EXISTING WATER AND SEWER SYSTEMS, AND EXISTING WELL 

MAINTAINED ROADS. IT IS ACCEPTED BY 0MB THAT PROJECT DEVELOPMENT CONTRIBUTES TO 

INDIAN HOUSING'S HIGH COST. BUT WE, TO  DEFEND INDIAN HOUSING'S COST, ARE MADE TO 

APOLOGIZE FOR INADEQUATE ROADS AND WATER AND SEWER SYSTEMS, AND WE ARE MADE TO

APOLOGIZE FOR HUD'S INABILITY TO COORDINATE ITS HOUSING PROGRAM WITH THE BIA AND

INDIAN HEALTH SERVICE.

HUD'S IDEA THAT CUTTING TOE NUMBER OF  UNITS WILL DECREASE TOE COST OF HOUSING

IS NOT LOGICAL IN THE SENSE THAT CUTTING UNITS WILL NOT STOP COST INCREASES; TOE

REMAINING UNITS WILL STILL TAKE MONEY TO BUILD AND MAINTAIN. IF THAT IS HUD'S

APPROACH TO COST CONTAINMENT THEN IT Will, CONTINUE TO CUT UNITS UNTIL THERE IS 

NOTHING LEFT. IN OTHER WORDS, TOE CHEAPEST INDIAN HOUSING IS NO INDIAN HOUSING.

ALTHOUGH TOE INDIAN HOUSING PROGRAM WAS ADMINISTRATIVELY CREATED IN 1961, NO

FEDERAL REGULATIONS WERE PROMULGATED UNTIL 1976 —  A  PERIOD OF 15 YEARS. ONLY

I AST YEAR WERE TOE BASIC RULES AND REGULATIONS PUBLISHED IN FINAL FORM. EVEN

THOUGH THE REGULATIONS WILL  ENABLE INDIAN HOUSING AUTHORITIES TO  CONSTRUCT QUALITY

HOUSING ON A  TIMELY BASIS AT A  6,000-UNIT LEVEL OR BETTER, THERE IS STILL NO
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FINALIZED HANDBOOK TO GO WITH THEM. FURTHERMORE, IT HAS TAKEN 18 YEARS TO DEVELOP

A DELIVERY SYSTEM FOR INDIAN HOUSING WHICH IS CAPABLE OF DELIVERING 6,000 UNITS.

BUT HUD'S INABILITY TO PROCESS THESE UNITS IS BEING LAID AT THE FEET OF THE TRIBES

AND IHAS. WHATEVER PROBLEMS EXIST WITH THE SYSTEM SHOULD BE SOLVED IN A POSITIVE

WAY, HOWEVER, A CUT IN FUNDING OF THE MAGNITUDE PROPOSED IS NOT THE ANSWER SINCE

IT WILL ONLY SERVE T O FURTHER JEOPARDIZE THIS RECENTLY-ACHIEVED PRODUCTION

CAPABILITY.

WE FEEL THAT IT IS NEITHER FAIR NOR WISE TO REDUCE THE FEDERAL COVMITMENT TO

INDIAN HOUSING AT THIS TIME. THE 1970 CENSUS BUREAU REPORT ON HOUSING CHARACTERISTICS

INDICATED THAT 62.4% OF TOE HOUSING UNITS ON INDIAN RESERVATIONS WERE SUBSTANDARD

COMPARED TO 12.9% FOR TOE TOTAL U. S. POPULATION. THE MARCH 1978 GAO REPORT ON

INDIAN HOUSING POINTED OUT THAT TOE PERCENTAGE OF INDIAN FAMILIES LIVING IN SUB­

STANDARD HOUSING REMAINS IN TOE VICINITY OF 60%. BETWEEN 1970 AND 1976 TOE FEDERAL

GOVERNMENT PROVIDED ASSISTANCE TO  BUILD 27,000 N EW HOMES ON INDIAN RESERVATIONS,

BUT DURING THE SAME PERIOD OF TIME THE NUMBER OF INDIAN FAMILIES LIVING IN SUB­

STANDARD HOUSING INCREASED AT AN AVERAGE ANNUAL RATE OF 3,916. FUNDING INDIAN

HOUSING AT TOE 4,000 UNIT LEVEL WOULD JUST BARELY KEEP PACE WITH THIS ANNUAL

INCREASE IN FAMILIES AND WOULD NO T REDUCE THE OVERALL NUMBER OF INDIAN FAMILIES

IN SUBSTANDARD HOUSING.

SOMETIMES WE FORGET WHAT SUBSTANDARD HOUSING REALLY MEANS. TO  INDIAN PEOPLE

LIVING ON RESERVATIONS IT IS 47.7% OF THEIR HOUSING UNITS WITHOUT INDOOR BATHROOMS, 

29.1% WITHOUT PIPED-IN WATER, AND TOE HIGHEST DEATH RATE FOR INFANT CHILDREN.

A STUDY RELEASED BY THE  CENSUS BUREAU IN 1970 STATED TOE TOTAL NUMBER OF 

SUBSTANDARD HOUSING UNITS IN TOE U. S. VIAS 8,758,679. ASSUMING 140 DRAMATIC CI.ANOE 

IN THIS FIGURE, TOE MUEBEP O F HOUSING UNITS ASSISTED OR FINANCED BY THE FEDERAL 

GOVERNMENT (EXCLUSIVE OF FHA, VA AND GNMA PROGRAMS) UNDER TIE FY 1980 BUDGET REOUEST 

WAS 509,050 or 5.8% OF NEED. BY COMPARISON, GAO FIGURES INDICATE THAT THE NUMBER
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OF INDIAN FAMILIES IN SUBSTANDARD HOUSING BY 1980 VOUID BE APPROXIMATELY 101,764.

IF TOE FY 1980 BUDGET REQUEST FOR INDIAN HOUSING UNITS WAS  SET AT 5.8% OF NEED,

THEN THE NUMBER OF INDIAN UNITS SHOULD BE 5,902 OR APPROXIMATELY 6,000 UNITS.
I

FOR THE THIRD YEAR IN A ROW WE HAVE COME TO  FIGHT UNIT COTS IN THE INDIAN HOUSING

PROGRAM. THE STATISTICS WE USED HERE TODAY ARE TOE SAME FIGURES THAT WERE PRESENTED

AT LEAT YEAR'S APPROPRIATION HEARINGS. WE HAVE DONE THIS TO SHOW THAT NOTHING HAS

REALLY CHANGED. HOW MANY YEARS MUST WE RECANT THE SAME STATISTICS BEFORE HUD

CLEARLY UNDERSTANDS AND RESPONDS TO OUR HOUSING NEEDS.

IN TOE JANUARY 26, 1980 WHITE HOUSE BUDGET BRIEFING, WE WERE ASSURED BY 

MR. W. BOWMAN COTTER, EXECUTIVE ASSOCIATE DIRECTOR FOR BUDGET IN THE OFFICE OF 

MANAGEMENT AND BUDGET, THAT THE 2,000 UNITS WOULD BE RESTORED AND THE 6,000-UNIT 

LEVEL MAINTAINED. WE ASK THIS SUBCOMMITTEE TO HELP THE  WHITE HOUSE LIVE UP TO ITS 

COMMITMENT AND RESTORE TO THE INDIAN PEOPLE 2,000 UNITS OF INDIAN HOUSING WHICH WE 

DESPARATELY NEED. WE FURTHER ASK THAT TRIBES BE PUT BACK INTO THE 701 PIANNING

GRANTS PROGRAM SO THAT THEY CAN CONTINUE TO  PREPARE FOR THEIR FUTURE.

THANK YOU FOR LETTING US PRESENT THIS STATEMENT. AS ADDENDUM TO THIS STATEMENT,

VIE ARE INCLUDING NCAI’S STATEMENT ON THE 701 PLANNING GRANTS PROGRAM WHICH WAS SUBMITTED 

MARCH 14, 1980 TO THE HOUSE OF REPRESENTATIVES' SUBCOMMITTEE ON HOUSING AND COMMUNITY

DEVELOPMENT.
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The National Congress of American Indians is alarmed at the direction 

the Department of Housing and Urban Development appears to be taking in 

effectively minimizing its responsibility to Indian tribes by reducing 

its involvement in the area of Indian Housing through its decision to 

not include tribes in the Department's budget for Fiscal Year 1981 as 

eligible recipients of 701 planning grants.

In testimony before this Coirmittee, HUD misled and misinformed 

you regarding the monies available to Tribal Governments for general 

corrmunity planning. HUD would have you believe that there are extensive 

funds available from both the Economic Development Administration and 

the Bureau of Indian Affairs for this purpose. In fact, EDA allocated 

only $4 million in 1980 to Tribal Governments for specific economic 

development projects. This is the allocation that EDA has had for 

the past five years with no increases to off-set inflation. The BIA 

has no specific budget item comparable to 701 planning grants. The 

intent of the funds that are available from BIA is for assisting 

tribes manage and improve their instruments of government such as 

elections, constitutions, memberships and tribal status; providing 

new heme construction and rehab for existing homes; and increasing 

tribal ability to operate federal programs under contract as well as 

enhancing the overall quality and effectiveness of Tribal Government.

HUD's assertion that Community Planning and Development Block 

Grants can be used for comprehensive planning is further misleading. 

Monies allocated from CDBG are used for specific activities which 

are normally the result of prior planning— planning which has generally 

been done with the support of 701 grants. Under the present allocation



system for CDDG, funds are used to complete a specific portion of a 
community plan. How are Tribal Governments expected to qualify for 
CDBG if they are unable to adequately prepare for a project, especially 
when they are denied assistance from an agency whose programs have 
such a massive impact on reservation communities?

In its 1979 Report on Indian Housing, the Senate Select Committee 
on Indian Affairs made specific recommendations regarding comprehensive 
planning funding for tribes: "Each agency and particularly HUD, should 
fund and otherwise encourage the development and use of comprehensive 
plans by IHAs* in shaping housing projects. The scale at which planning 
activities funded should be sufficient to ensure the development of . 
meaningful plans. HUD should immediately allocate more (rather than 
less) of the section 701 planning grants to Indian tribes and should 
monitor the HUD field administration of that program to guarantee an 
efficient application of these scarce dollars." (enphasis added by 
NCAI)

The recent rendering of tribes as being ineligible for 701 monies 
is the final step HUD has taken over the past few years to remove itself 
entirely from its responsibility for assisting tribes to effectively and 
efficiently plan their housing programs. For Fiscal Years 1976-1978, 
the annual Indian set-aside each year was only $1.25 million. For 
Fiscal Years 1979-1980, HUD had reduced it to $1.0 million. Given this 
backsliding record, it appears to us that HUD does not consider the 
recommendations of a Congressional Conmittee worth heeding.

♦Indian Housing Authorities
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Tine National Congress of American Indians recognizes the value of 

planning for the future, however, we question HUD's recognition of that 

value. Therefore, we recommend that tribes be reinstated as eligible 

recipients under HUD's 1981 701 program budget with an increased 

appropriation funding level of $4 million which is at the very least 

comparable to EDA's allocation level. In Fiscal Year 1979, approximately 

34 tribes were funded through the 701 program even though there are in 

excess of 400 Federally-recognized tribes and Alaska Native groups.

The average size grant was approximately $26,500 per project with a 

majority of the grants ranging between $10,000 and $20,000 (see 

addendum). The recommended amount would provide a base appropriation 

for these entities which would enable them to effectively plan for 

their communities as well as enable them to continue plans already 

begun. Although the total HUD 701 budget allocation for Fiscal Year 

1979 was $53 million, tribes actually recieved only $904,030. At 

this time we have been unable to determine funding figures for Fiscal 

Year 1980 since they have not yet been compiled by HUD.

NCAI cannot over-emphasize the need for planning assistance and 

we look to Congress to provide the impetus to ensure that HUD continues 

in its responsibility to Indian people with respect to the 701 planning

grants program.
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ADDENDUM

701 COMPREHENSIVE PLANNING ASSISTANCE PROGRAM

Indian Planning Assistance
FISCAL YEAR 1979

RECIPIENTS GRANT AMOUNT

Passamaquoddy Tribe (ME) $13,000
Penobscot Tribe (ME) $13,000
Seneca Nation (NY) $14,000
St. Regis Band of Mohawks (NY) $14,000
United Southeastern Tribes (intertribal) $72,000
Leech Lake Band of Chippewas (MN) $10,100
Boise Forte Band of Chippewas (MN) $10,200
Grant Portage Band of Chippewas (MN) $10,100
Great Lakes Intertribal Council (WI) $18,000
Oneida Tribe (WI) $12,000
Menominee Tribe (WI) $11,600
Oklahoma Office of Indian Affairs $70,000
Kickapoo Tribe (KS) $11,000
Winnebago Tribe (NE) $11,000
Ute Mountain Tribe (CO) $32,000
Northern Cheyenne Tribe (MT) $29,280
Crow Tribe (MT) $22,250
Chippewa-Cree Tribe (MT) $22,000
Turtle Mountain Band of Chippewa-Crees (ND) $22,000
Fort Berthold Reservation (ND) $28,000
Devils Lake Sioux Tribe (NT)) $35,000
Flandreau Santee Sioux Tribe (SD) $22,500
Shoshone and Arapahoe Tribes (WY) $35,000
Gila River Indian Community (AZ) $25,000
Navajo Tribe (AZ) $50,000
Pascua Yaqui Tribe (AZ) $20,000
State of Arizona $21,000
Southern California Reservation Planning

Organization $35,000
Owens Valley Board of Trustees (CA) (intertribal) $20,000
E.A.R.T.H. (CA) (intertribal) $60,000
State of New Mexico $50,000
Eight Northern Indian Pueblos Council (NM) $25,000
Southern Puget Sound Intertribal Council (WA) $30,000
Central Organization of Puget Sound Assn.

of Corporating Indians (WA) $30,000

TOTAL $904,030
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Mr. Sabo. Do you know in the Inte rior  Committee what is being 
requested as related to Indian Health Service for sewer and water  
services?

Ms. Tiger. I don’t know that  off the top of my head. I can get 
tha t information back to you.

Mr. Sabo. They had a reques t in for a rescission, which was 
denied, to maintain  those funds for existing units.

Ms. Shield. I know the figure you are talking about, and I don’t 
have it right  in my hands, but I do know that they have been cut 
$18 million, which is going to desperately affect whatever housing 
activities are going to be carried on.

Mr. Sabo. Have you requested to testify in relationship to tha t 
request as to what happens?

Ms. Tiger. Yes.
Mr. Sabo. Mr. Chairman.
Mr. Boland. I am sorry that  I was late, I had another  commit­

ment, but I want to welcome you to this  committee. I thin k you 
probably rea lize that this committee, perhaps  more than any other 
Appropriations Committee, has assured  that there would be hous­
ing for the Indians, and actua lly it was led by members of this 
subcommittee. Some of them have departed, but Mr. Sabo, who 
now sits here, evinces very deep inte rest  in Indian housing and 
Indian affairs, and has ever since he came to the Congress.

We are delighted to have him on this committee to give the 
committee the advice th at he can give and the knowledge he has of 
the problems of Indians. So we welcome you and  we will be careful 
and we will be sure tha t the Indians are not forgotten when 
housing is considered by thi s subcommittee.

Thank  you very much.
Ms. Tiger. Thank you for this opportunity.

Department of Housing and Urban Development

WITNESSES

LOUIS G. .MILAN, REPRESENTING THE NATIONAL ASSOCIATION OF
HOUSING AUTHORITY REDEVELOPMENT OFFIC IALS 

MARY CLUTE, DIRECTOR OF LEGISLATIVE SERVICES

Mr. Boland. We will tur n to Louis G. Milan from the Denver 
National Association of Housing Authori ty Redevelopment Officials 
from NAHRO.

Mr. Milan. There has been a little  confusion. Actually, I am 
from Harrisburg, Pennsylvania. I am filling in for Mr. Ratzlaff, 
who is from Denver, who was originally scheduled.

Mr. Boland. We are glad to have you. Where is he from?
Mr. Milan. He is from Denver.
Mr. Boland. Go ahead with your statement. We are glad to have 

you.
Mr. Milan. Thank you very much. You have, I understand , our 

written testimony, and with one eye on the clock I will simply 
summarize  and be as brief as possible and will be pleased to re­
spond to any quest ions you may have.
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Briefly, we at NAHRO support the adm inis trat ion’s original re­quest for CDBG and assisted housing. These figures as originally  proposed a re substantially below what is needed.
Mr. Boland. Isn’t th at true  for every program?
Mr. Milan. I suspect it is. I point it out in tha t area  in which I am vitally concerned, and I suspect as is this  committee-----Mr. Boland. Sure.
Mr. Milan [continuing]. A fur ther  reduction from the original request we do feel would be devastating. The CDBG at $3.95 billion represents less than  a 4 percent increase in the dollar level, which due to inflation and additional commitments is an actual  reduction in program, and further  underscoring the inadeqacies of the pro­posal. The 400,000 deep subsidy units  is the minimum tha t NAHRO feels is required to keep pace with our housing needs.HUD’s requested $33.2 billion level would provide only 283,000 units. We feel, too, tha t it is important to maintain the UDAG funding level at  $675 million. This program, if it has a fault, is tha t it has been very successful, both in the number of communities tha t have received UDAG grants, the large number hoping to receive such grants , and the tremendous amount of private invest­ment tha t has been leveraged through the UDAG mechanism.Mr. Boland. How much of a part  do the NAHRO officials play in the UDAG program? Do they play much of a part  in that?
Mr. Milan. Inasmuch as our membership is made up of people practicing in the field, I would say tha t probably 50 percent  of our members at least are directly involved.
Mr. Boland. Involved in the UDAG program?
Mr. Milan. Yes, sir.
The next item, the 312 program. We feel it  is a critical revitaliza­tion tool. It has been one of those programs again tha t suffered from success, and especially suffered from the uncertainty of fund­ing. We understand tha t one of the reasons tha t HUD has cut its request is because it affects the immedia te budget outlay. Monies are allocated and they are spent immediately.
We consider tha t to be one of the strong points of th e program, and one of the most discouraging things  is to have an applicant right  on the verge of receiving an application  and has funds cut off again, which has been occurring over the years.
The $862 million level for PHA operat ing subsidies we feel is too low. It is predicated on a 7 percent  inflation rat e—and tha t is, I think,  conservative. HUD’s original estimate of w hat is needed to keep pace with  inflation is $953 million. As long as we con tinue to underfund operat ing subsidies, we will have to play catch-up in some other area, for example, modernization.
We commend you, Mr. Chairman, for agreeing to appropria te $25 million in the 1980 supplemental to help e rase PHA deficits.Mr. Boland. Above tha t, we restored $25 million.
Mr. Milan. Yes. We would urge you to consider the funding of the full $25 million request in order to make all PHAs whole, to get out from the hole they are in. We support the House au thoriza­tion committee’s proposal for $100 million comprehensive modern­ization program. This will go a long way toward addressing  the long-term needs of PHAs in getting units  back into the inventory. The size of the investment in public housing units  in this country



618

deserves this kind of an appropriation , so tha t we don’t lose that 
investment.

Technical assistance: We would hope t ha t the  level of funding for 
technical assistance would continue  as proposed. There are many 
programs. One tha t comes to mind is a community rehab ilitation 
train ing program, which NAHRO, in cooperation with the Univer­
sity Research Center, has been conducting training sessions for 
rehabilitation  technicians around the country. It seems foolish to 
make community  devleopment block gran ts, and then have commu­
nities tha t do not have the technical capacity to carry out the 
program. We feel tha t the technical assistance program is a much 
needed additional tool.

Mr. Chairman, it is not a par t of our testimony, but we would 
hope th at the House might consider following the Sena te’s lead in 
addressing a program to help communities in the field of energy. 
The monies are  needed. We th ink we can use the same systems we 
now have in place for delivering housing and community revita liza­
tion to deliver energy-saving programs.

We do appreciate this opportunity , again. I have been, I t rus t, as 
brief as I promised. We will be pleased to respond to any questions.

Mr. Boland. Thank you very much. This committee is cognizant 
of the fact tha t NAHRO over the years has been a very effective 
voice in the programs tha t are so important to local communities, 
particularly  in the housing area, and conscious of the fact tha t 
some of the reductions tha t have been suggested from other sources 
would seriously impact upon the ability of th e local housing rede­
velopment officials to do the job that has to be done, if we are 
going to keep pace and not fall back, and then  some years from 
now try to catch up again.

We appreciate very much your testimony.
[The statem ent follows:]
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Mr. Cha irm an  an d members o f th e  su bco m m it te e,  I  am Louis  M il an , th e  V ic e -P re s id e n t 
fo r  Community R e v i ta l i z a t io n  an d Develo pm ent o f NAHRO and E xecu ti ve  D ir e c to r  o f th e  
Re de ve lopm en t A u th o ri ty  o f th e  C it y  o f H a rr is b u rg , P en n sy lv an ia . I am ac co m pa ni ed  by  
Mary Cl u t e , D ir e c to r  o f L e g is la ti v e  S e rv ic e s  fo r  NAHRO. I  a p p re c ia te  th e  o p p o rt u n it y  
to  appea r b e fo re  yo u th i s  morni ng  to  p re s e n t NAHRO's comm ents and re co m m en da tio ns  on 
HUD a p p ro p r ia ti o n s  fo r . f i s c a l  y e a r 1981. As a lw ays, th e se  reco m m en da tio ns  r e f l e c t  th e  
in p u t an d lo c a l  a d m in is tr a ti v e  ex p eri en ce  o f NAHRO's 7, 00 0 in d iv id u a l an d 2 ,0 00  p u b li c  ag en cy  membe rs.

A ll  of th e  m aj or f e d e ra l housi ng  and com munity  de ve lo pm en t pr og rams — th e  Com­
mun ity  De ve lopm ent B lo ck  G ra nt (CDBG) , Urban De ve lopm ent A c ti on  G ra nt  (UDAG) , S e c ti o n  
312 lo a n , and a s s i s t e d  housi ng  pr og rams — mus t be  re a u th o r iz e d  th i s  y e a r . We b e li e v e  
t h a t ,  in  g e n e ra l , th e se  pr og ram s a re  w or ki ng  v e ry  w e ll  an d dese rv e  th e  f u l l  su p p o rt  o f 
th e  su bc om m it te e.  Whi le  p e r io d ic  a d m in is tr a ti v e  m o d if ic a ti o n s  may be  a p p ro p r ia te , we 
c a u ti o n  th e  su bc om m itt ee  a g a in s t p ro posi ng  l e g i s l a t i v e  re m edie s to  pr ob le m s th a t  a re  
b e s t  add re ss ed  th ro ugh re g u la to ry  ch an ge .

COMMUNITY DEVELOPMENT

We s tr o n g ly  su p p o rt  an  a p p ro p r ia ti o n  o f $3.9 5 b i l l i o n  fo r  th e  CDBG pr ogr am , as  
pr op os ed  in  HUD's o r ig i n a l  FY 1981 budget  re q u e s t.  This  le v e l  re p re s e n ts  an  in c re a s e  
over th e  c u r re n t CDBG pr og ram le v e l  o f l e s s  th an  fo u r p e rc e n t , wh ich wij .1 mean a n e t 
lo s s  in  pr og ra m  a c t i v i t y .  In  a d d i t io n ,  e n ti tl e m e n t co m m un iti es  fa ce  a f u r th e r  d i lu t io n  
o f pr og ram  fu nds , as a d d i t io n a l  c i t i e s  an d urb an  c o u n ti e s  re ach  th e  e n ti tl e m e n t po pu ­
la t io n  th re s h o ld .

Our m onit o ri ng  o f f iv e  y e a rs  o f lo c a l e x p e ri e n ce  un de r th e  b lo ck  g ra n t pr og ra m  
dem onst ra te s th a t  lo c a l  a d m in is tr a ti v e  c a p a c it y  an d adher en ce to  s t a t u to r y  o b je c ti v e s  
ha ve  im prov ed  in  th e  l a s t  two y e a r s : co m m un iti es  a re  sp en din g t h e i r  CD fu nd s more 
r a p id ly ,  and a re  im pr ov in g t h e i r  c a p a c it y  to  u t i l i z e  th e  fu nd s in  in n o v a ti v e  wa ys to  
mee t p re s s in g  lo c a l  p r i o r i t i e s ,  and  to  le v e ra g e  p r iv a te  d o l l a r s  more e f f e c t i v e ly .  We 
no te d  in  te st im ony  two y e a rs  ag o b e fo re  th is  su bc om m itt ee  th a t  CDBG fu nds  we re be in g  
us ed  to  le v e ra g e  p r iv a te  mon ies an d o th e r p u b li c  fu nd s in  a m in o r it y  o f c a s e s ; we ha ve  
se en  a ma rke d improv em en t over th e  p a s t  two y e a r s , a s  c i t i e s  ha ve  de ve lo ped  g r e a te r  
s o p h i s t i c a t io n ,  p a r t i c u l a r ly  in  r e h a b i l i t a t i o n  an d econ om ic de ve lo pm en t a c t i v i t i e s .
We wo uld  be  ha pp y to  p ro v id e  case  ex am ples  fo r  th e  re c o rd  in  su p p o rt  o f th e se  tr e n d s .

L ast  s p r in g , HUD re q u e s te d  NAHRO's a s s is ta n c e  i n  re v ie w in g  th e  CDBG r e g u la ti o n s  
in  o rd e r to  id e n t i f y  an d amend th ose  re g u la t io n s  which  c re a te d  lo c a l  d i f f i c u l t i e s  in  
pr og ram a d m in is tr a ti o n . To th i s  end, NAHRO su rv eyed  i t s  me mb ers hip  and ass em ble d a 
ta s k  fo r c e , th e  o b je c ti v e s  o f wh ich were tw o fo ld : 1) wo rk  w it h  HUD in  im pr ov in g CDBG 
pr og ram a d m in is tr a ti o n , an d 2) dev el op re co m m en da tio ns  fo r  l e g i s l a t i v e  chan ge, i f  
a p p ro p r ia te . Whi le  nu me rou s su g g e s ti o n s  fo r  a d m in is tr a ti v e  m o d if ic a ti o n s  were r a i s e d ,  
th e  ov erwhe lm ing conse nsu s o f th e  ta sk  fo rc e  an d NAHRO me mb ersh ip i s  th a t  th e  CDBG 
pr og ram i s  o p e ra ti n g  more sm oo th ly  an d e f f e c t iv e ly  th an  i t  ha s in  th e  p a s t ,  t h a t  f u r th e r  
ta m per in g  wou ld l i k e l y  c re a te  more pro bl em s th an  i t  wou ld s o lv e , an d th a t  i t  sh o u ld  be  
re a u th o r iz e d  w it h o u t l e g i s l a t i v e  ame ndm ent . S p e c i f ic a l ly :

1) th e  d u a l fo rm ula  a l lo c a t i o n  sy st em  an d th e  p e rc en ta g e  s e t - a s id e s  fo r  e n t i t l e ­
me nt and n o n -e n ti tl e m e n t co m m un iti es  sh ould  re m ai n i n t a c t .  The move to  a th re e —year 
p la n n in g  cy c le  fo r  e n ti tl e m e n t co mmun iti es  and th e  c re a t io n  o f a co m pr eh en sive  m u lt i­
year pr og ra m  fo r  sm all  c i t i e s  in  1977 ha ve  im pr ov ed  lo c a l  c a p a c it y  and  perf o rm an ce , acc o rd in g  to  ou r members .
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2) No ch an ge s in  e l i g i b l e  a c t i v i t i e s  a re  w arr an te d  a t  th is  tim e.  Our  me mb ers hip  
f e e ls  p a r t i c u la r ly  s tr o n g ly  th a t  an  in c re a s e  in  e l i g i b l e  a c t i v i t i e s  wou ld s e r io u s ly  
ham per  th e  a b i l i t y  o f lo c a l  go ve rn men ts  to  c o n c e n tr a te  CDBG re so u rc es  e f f e c t i v e ly ,  s in c e  
so  many co mpe tin g p r i o r i t i e s  a lr e a d y  e x i s t .  In  th a t  c o n te x t,  we wo uld  ur ge th e  su b­
co mmittee  in  i t s  ass ess m ent o f th e  b lo ck  g ra n t pr ogr am  to  ackn ow ledg e th e  f a c t  th a t  th e  
prog ram i s  n o t an d can not be  c o n si d e re d  a b o tt o m le ss  r e s e r v o i r  out o f wh ich a l l  comm­
u n it y  d e v e lo p m en t- re la te d  a c t i v i t i e s  ca n be  fu nded . Nor  ca n th e  CDBG prog ram a lo n e  in  
a l l  c a se s  be  us ed  to  rem edy lo c a l  p ro b le m s,  su ch  as co ndom inium  c o n v e rs io n s , which  a re  
in  la rg e  p a r t  du e to  p r iv a te  m ar ket  fo r c e s . We canno t e x p ec t co mmun iti es  to  e f f e c t iv e ly  
t a r g e t  t h e i r  CDBG fu nd s an d ad d re ss  e x h a u s ti v e ly  a l l  t h e i r  pr ob le m s.

3) E x is ti n g  r u le s  an d re g u la ti o n s  a re  s u f f i c i e n t  to  pe rm it  e f f e c t iv e  HUD o v er­
s ig h t of lo c a l  CDBG perf orm an ce. The v a s t  m a jo ri ty  o f a d m in is tr a ti v e  conce rn s r a is e d  
by  ou r members in v o lv ed  pro bl em s w ith  HUD a re a  o f f i c e s ,  n o t w it h  th e prog ram i t s e l f  o r 
w it h  th e  r e g u la ti o n s . Whi le  NAHRO h a s , as yo u know, al w ay s pu sh ed  fo r  m on it o ri ng  and 
o v e rs ig h t,  we c a u ti o n  th e  su bc om m itt ee  a g a in s t  in c re a s in g  a d m in is tr a ti v e  re q u ir em en ts  
fo r lo c a l gov er nm en ts , a t  th e  same tim e t h a t  p re s s u re  perh aps j u s t i f i a b l y  e x i s t s  to  
re du ce  a d m in is tr a ti v e  c o s ts .

4) Our members un an im ou sly su p p o rt  th e  concep t o f th e  Hou sing  A ss is ta n c e  P la n  
(HAP) as  an  im p o rt an t lo c a l  p la n n in g  to o l ,  a l in k  bet w ee n housi ng  an d com munity  d ev e l­
op me nt , an d a g u id e li n e  fo r  th e  a l lo c a t i o n  o f f e d e ra l re s o u rc e s . At th e  same ti m e, 
th ey  ha ve  r a is e d  concern s  abou t th e  HAP p ro c e ss  as i t  has be en  im pl em en ted i n  th e  p a s t.

Th ese concern s c e n te re d  p r im a r il y  ar ound two i s s u e s :  1) in ad eq u ate  fu nd in g  to  
s u b s ta n t i a l ly  ad d re ss  lo c a l  ne ed s an d g o a ls ; an d 2) r i g i d  " p ro p o r t io n a l i ty "  re q u ir em en ts  
wh ich i n h ib i t  a l o c a l i t y 's  a b i l i t y  to  re sp ond  e f f e c t i v e ly  to  a dynamic h ousin g  m ark et.

The prob le m  o f  a dequa te  housi ng  re s o u rc e s  i s  one th a t  we a l l  d e a l w it h  d a i ly ,  and 
ha ve  y e t to  r e s o lv e . C le a r ly , fo rm u la ti o n  o f more e f f e c t i v e  housi ng  go a ls  wou ld be  
g re a tl y  en ha nc ed  i f  c i t i e s  cou ld  be  c e r ta in  o f re c e iv in g  a s u b s ta n t i a l  p o r ti o n  o f th e  
housi ng  fu nd s th ey  nee d. This  pro ble m , ho w ev er , canno t be  r e c t i f i e d  by chan gi ng  th e  
HAP p ro c e ss .

With re g a rd  to  " p r o p o r t io n a l i ty " ,  th e  HUD re g u la ti o n s  re q u ir e  th a t  lo c a l  g o a ls  fo r 
housi ng  ty p e , te n u re  an d r e c ip ie n t  p ro p o r ti o n a ll y  m ir ro r th e  housi ng  ne ed  in  th e  comm­
u n it y . Th es e r e g u la ti o n s  re sp ond in  p a r t  to  s t a tu to r y  la ngu ag e re g a rd in g  HAP re q u ir e ­
men ts and in  p a r t  to  abuse s in  co mmun iti es  which  wer e n o t a d d re ss in g  th e  housi ng  ne ed s 
of  c e r ta in  c la s s e s  o f c o n s t i tu e n ts .  We su p p o rt  th e  concep t o f p ro p o r ti o n a ll y  m ee ting 
th e  ne ed  o f a l l  c l i e n t  gro up s w it h in  a comm unity ; ho w ev er , we b e li e v e  th a t  th e  sy st em  
mu st ha ve  a degre e  o f f l e x i b i l i t y  -  p a r t i c u l a r ly  fo r  co mmun iti es  w it h  good re c o rd s  in  
p ro v id in g  b a la nced  housi ng  o p p o r tu n i ti e s  -  in  o rd e r to  acc ommodate ch an gin g ho usi ng  
m ark e ts , d e v e lo p e rs ' p ro p o s a ls , an d a v a i la b le  s i t e s  an d re s o u rc e s .

HUD i s  aw are  o f our conce rn s an d has bee n v e ry  r e c e p t iv e  i n  w or ki ng  w it h  us  to  
f in d  s a t i s f a c to r y  s o lu ti o n s  to  th e se  p ro ble m s.  As yo u know, HUD has a lr e a d y  i n s t i t u t e d  
a new p ro cedure  fo r  e s ta b l i s h in g  maj or  c e n t r a l  c i t i e s  as s e p a ra te  a l lo c a t i o n  a re a s  and 
to  p ro v id e  fo r  c h ie f  e x e c u ti v e  c o n s u lt a ti o n  in  th e de ve lo pm en t o f a l lo c a t i o n  p la n s .
Thi s p ro c e d u re , in  i t s e l f ,  i s  s ig n i f i c a n t ly  im pr ov in g th e  HAP p ro c e ss  in  th e se  l o c a l i t i e s .

In  s h o r t ,  NAHRO s tr o n g ly  su p p o rt s  th e  HAP c o n ce p t.  I t  wo uld  be  a tre m en do us  s te p  
ba ck ward to  dr op  o r  s ig n i f i c a n t ly  a l t e r  t h i s  im p o rt an t com mun ity de ve lo pm en t an d h ousin g  
li n k a g e . We a re  aw are  o f th e  pr ob le m s in  th e  im p le m enta ti on  o f th e  HAP p ro c e s s , b u t
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b e li e v e  t h a t ,  in  g e n e ra l , th e p ro cess  i s  im pro vin g. As w it h  a l l  f e d e ra l  p ro gra m s,  th e 
HAP p ro cess  evo lv es and ch an ge s as  we ha ve  more ex p eri e n ce  w it h  i t  and le a rn  o f i t s  
s tr e n g th s  and  w eak ness es.  We b e li e v e  th a t  HUD i s  be in g  r e c e p t iv e  to  w or ki ng  w it h .c o n ­
s t i t u e n t  gro up s in  re s o lv in g  HAP d i f f i c u l t i e s ,  and th a t th ey  a re  mo ving th e  p ro c e ss  in  
th e  d i r e c t io n  o f g re a te r  lo c a l c o n tr o l.  We su p p o rt  th e se  e f f o r t s ,  and do n o t b e li e v e  
th a t  l e g i s l a t i v e  re m ed ie s a re  a p p ro p r ia te  a t  t h i s  ti m e .

We sh are  th e  su bcom m it te e 's  co nce rn  th a t fu nd s p ro v id ed  un de r th e  S e c r e ta r y 's  
D is c re ti o n a ry  Fund  be  use d p ro p e rl y  and  e f f e c t i v e ly .  We a re  d is tu rb e d , ho w ev er , over  
th e  subcom m it te e 's  re c e n t d e c is io n  to  re s c in d  $10 m il li o n  in  FY 1980 te c h n ic a l a s s i s ­
ta nce  fu nds . In  our  v ie w , te c h n ic a l a s s is ta n c e  i s  an  in t e g r a l  a d ju n c t to  f e d e ra l 
housi ng  and com munity  de ve lo pm en t pr og rams p a r t i c u l a r ly  to  h e lp  ensu re  th a t  s m a ll e r 
co mmun iti es  ca n u t i l i z e  CDBG fu nd s e f f e c t i v e ly .  I f  th e  su bc om m it te e b e li e v e s  th e  money 
i s  no t now b e in g  w e ll  s p e n t,  th en  i t  shou ld  p ro v id e  d i r e c t  g u id e li n e s  f o r  i t s  u s e , 
in s te a d  o f si m ply  re d u c in g  a v a i la b le  fu nds .

UDAG

Fo r th re e  y e a r s , th e  UDAG pr og ram has a ff o rd e d  bo th  sm all  and la rg e  co m m un iti es  w it h  
fu nd am en ta l f i s c a l  an d econom ic pr ob le m s an  o p p o rt u n it y  to  a d d re ss  th e se  pr ob le m s d i r ­
e c t ly  an d im m ed ia te ly , an d a t  a sm all  c o s t to  th e  f e d e r a l  go ve rn men t r e l a t i v e  to  th e  
r e tu rn  in  em ploy men t, ne ig hborh ood r e v i t a l i z a t i o n ,  an d p r iv a te  in v e stm en t.  Whi le  th e  
f ig u r e s  on  th e  num ber  o f jo b s  c re a te d  and p r iv a te  d o l l a r s  le v e ra g ed  un de r th e  UDAG pr og ram  
a re  im p o rt an t in d ic a to r s  o f perf o rm an ce, we th in k  i t  im p o rt an t a ls o  to  p o in t ou t th a t  
th e  demand fo r  UDAG a s s is ta n c e  c o n ti n u es  to  f a r  ex ce ed  th e  a v a i la b le  fu n d in g : i n  th e  
mo st re c e n t q u a r te r  fo r  which  UDAG aw ards  were made to  c i t i e s  ov er  50 ,0 00 p o p u la ti o n ,
138 a p p l ic a t i o n s ,  fo r  $5 09 .8  m il li o n  in  g ra n ts  were re c e iv e d . More im p o r ta n tl y , th e  
q u a l i ty  of UDAG p ro p o sa ls  ha s im pr ov ed , in  our o p in io n ; a s  c i t i e s  ha ve  become more 
c re a t iv e  in  th e  us e o f CDBG fu n d s , th ey  ha ve  a ls o  grow n more  s o p h is t i c a te d  in  bo th  
develo p in g  an d pack agin g UDAG p r o je c ts .  F u r th e r , HUD has  a c t iv e ly  prom ot ed  th e  d e v e l­
opm ent  o f UDAG p ro p o sa ls  fo r  nei ghb or ho od  r e v i t a l i z a t i o n ,  as w e ll  a s  ec on om ic  dev el op­
m en t, and i s  c u r r e n tl y  wor ki ng  w it h  a numb er of c i t i e s  on UDAGs in v o lv in g  maj or  ener gy 
c o n se rv a ti o n  p r o je c t s .  HUD i s  to  be  commended fo r  i t s  a d m in is tr a ti o n  o f a pr og ram i n i ­
t i a t e d  only  th re e  y e a rs  ag o.  The  UDAG pr og ram has pro ven  i t s e l f  an d shou ld  be  re a u th o r ­
iz e d  fo r  th re e  more y e a rs  a t  no  l e s s  th an  i t s  c u r re n t le v e l  of  $675 m il li o n .

SECTION 312 LOANS

J u s t  as th e  UDAG prog ram has be en  u t i l i z e d  by c i t i e s  to  comp lem ent on go in g com­
mun ity  de ve lo pm en t e f f o r t s  th ro ugh th e  g e n e ra ti o n  of l a r g e - s c a le  r e v i t a l i z a t i o n  p r o j e c t s ,  
th e  312 lo a n  pr og ram has beco me an  i n t e g r a l  p a r t  o f lo c a l  ne ig hb or ho od  c o n se rv a ti o n  
e f f o r t s .  In  a d d i t io n ,  i t  has  p ro v id ed  a so u rc e  o f r e h a b i l i t a t i o n  f in a n c in g  fo r  urb an 
ho m es te ad in g and  s e l f - h e lp  housi ng  p ro gra m s,  whe re  no o th e r fi n a n c in g  was  a v a i la b le .
We a re  p a r t i c u l a r ly  h e a r te n e d  by  th e p re li m in a ry  r e s u l t s  o f  HUD's e v a lu a ti o n  o f th e 
312 m u lt i—fa m il y  pr og ra m , which  in d ic a te  w id esp re ad  lo c a l  us ea ge an d e f f e c t iv e  ta rg e ti n g  
o f m u lt i- fa m il y  lo ans to  low - and m od er at e- in co m e b u il d in g s .  In  many c i t i e s ,  sm all  
95 -3 0 u n it )  m u lt i- fa m il y  b u il d in g s  fo rm  th e  bac k-b one o f th e  lo w- an d m od er at e- in co m e 
r e n t a l  housi ng  s to c k , and  th e  312 prog ram i s  p ro v in g  to  be  a u s e fu l to o l in  p re s e rv in g  
th a t  s to c k . In  a d d it io n , HUD has re duce d th e  d e li nquency  r a te  fo r  lo an  pa ym en ts fro m 
over 15% to  l e s s  th an  10% in  l e s s  th an  a y e a r , an d ex ce ed ed  i t s  p r o je c ti o n s  by ob­
l ig a t i n g  over 85% of th e  FY 1979 312 a p p ro p r ia ti o n , in c lu d in g  lo an  re pa ym en ts  an d th e  
bu rd en  o f wha t was  th en  a new m u lt i—fa m il y  co mpo ne nt . NAHRO su p p o rt s  an  a p p ro p r ia ti o n  
o f $188 m il li o n  as  re q u e s te d  in  th e A d m in is tr a ti o n 's  o r ig in a l  budget r e q u e s t inJa n u a ry .
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We s tr o n g ly  su p p o rt  HUD's p ro p o sa l to  in c re a s e  312 lo an  l im i t s  from $2 7,00 0 to  
$35,0 00, an d to  perm it  per u n i t  l im i t s  of  $2 8, 00 0 in  c o n g re g a te  housi ng . The lo an  
l i m i t  in c re a se  i s  e s s e n t i a l  i f  co mmun iti es  a re  to  comp ly w it h  en er gy c o n se rv a ti o n  
s ta n d a rd s  and  make o th e r  ne ed ed  im pr ov em en ts .

HOUSING

As th i s  su bc om m itt ee  has re c o g n iz ed , th e  c a p a c it y  o f  lo c a l  go ve rn men ts  to  ach ie ve  
lo c a l ly  id e n t i f i e d  com mun ity de ve lo pm en t an d ne ig hborh ood c o n se rv a ti o n  o b je c ti v e s  i s  
de pen de nt on th e  a v a i l a b i l i t y  o f d e c e n t,  a f fo r d a b le  housi ng  fo r  th e  r e s id e n ts  o f th ose  
co mmun iti es  and nei ghborh oods.  As th e  G ener al  A cco unti ng  O ff ic e  (GAO) and o th e rs  ha ve  
do cu men ted,  ho wev er , we a re  co n fr o n te d  w ith  a s e r io u s  sh o rt a g e  o f r e n t a l  h o u sin g , and 
a r e n t a l  housi ng  s to c k  th a t  i s  d im in is h in g  in  b o th  q u a n ti ty  an d q u a l i ty .  F u r th e r , 
more  and  more house ho ld s a re  be in g  fo rc ed  to  devo te  a h ig h e r p o r ti o n  o f t h e i r  inc ome 
fo r  r e n t .

Thi s sh o rt a g e  has  s e r io u s  im p li c a ti o n s  fo r  b o th  th e  s h o r t -  an d lo n g e r- te rm , as  
ev id ence d  by th e  fo ll o w in g  in d ic a to r s  o f in c re a se d  demand fo r  h o usin g :

1) In  th e  1970 's ,  32 m il li o n  peo ple  re ach ed  th e  ag e o f 30.  In  th e  19 8 0 's ,  
e s ti m a te s  a re  th a t  43 m il li o n  peop le  w i l l  re ach  th a t  age. The re  w i l l  th us be  a 
s ig n i f i c a n t  in c re a s e  in  th e  num ber  o f in dependen t house ho ld s re a ch in g  th e  p o in t a t  
whi ch  demand fo r  housi ng  i s  ty p ic a l ly  th e  g r e a te s t .

2) The Ce nsus  Bur ea u has  obse rv ed  a d ra m ati c  in c re a s e  in  th e  number o f on e-  
pers on  h o u seh o ld s , and e s ti m a te s  th a t  th e  t o t a l  num ber  o f house ho ld s in  th e  U nit ed  
S ta te s  w i l l  cl im b fro m 76 .5  m il li o n  in  1970 to  97 m il li o n  in  1990 . In  a d d it io n , 
th e  e ld e r ly  p o p u la ti o n  w i l l  c o n ti n u e  to  in c re a s e . Bo th o f th e se  tr e n d s  s ig n a l in ­
c re a s in g  p re s su re  on th e  r e n t a l  housi ng  m ar ket .

3) A cc or di ng  to  th e  1977 An nu al  Hou sing  Surv ey , app ro x im a te ly  41% o f  a l l  r e n t a l  
u n i t s  n a ti o n a ll y  were in  s t r u c tu r e s  b u i l t  b e fo re  1939 . Com bined w ith  th e  ra p id ly  
e s c a la t in g  c o s t of m a in ta in in g  an d o p e ra ti n g  r e n t a l  h o u s in g , th i s  ag in g  o f th e  s to c k , 
i f  u n tr e a te d , w i l l  c o n ti n u e  to  r e s u l t  in  d is in v e s tm e n t in  r e n t a l  h o u sin g , s in c e  o ld e r  
housi ng  te nds to  be  more c o s t ly  to  o p e ra te .

A ll  of th e se  tr e n d s , i f  un he ed ed  now, w i l l  ag g ra v a te  pr ob le m s o f d is p la cem en t 
an d ove rc ro w di ng  th a t  we a re  a lr e a d y  w it n e ss in g  in  many of ou r c i t i e s  an d, in c re a s ­
in g ly ,  r u r a l  a re a s  which  ha ve  l i t t l e  re p la cem ent s to c k . In  ou r vi ew , th e  d is p la c e ­
ment pr ob le m  i s  la rg e ly  a fu n c ti o n  of an in ad eq u ate  su pp ly  o f d e c e n t,  a ff o rd a b le  
h o u s in g , and w i l l  c o n ti n u e  to  wor se n u n t i l  in c e n t iv e s . to  in c re a se  th a t  su pply  a re  
e n ac te d . In  a d d it io n , th e  in c re a s in g  t ig h tn e s s  in  th e  r e n t a l  m ar ke t c o n tr ib u te s  to  
i n f l a t i o n  in  housi ng  p r ic e s ,  by  b id d in g  up th e  c o s t o f e x i s t in g  u n i t s .  At  th e  same 
ti m e , we a re  n e g le c ti n g  o p p o r tu n i ti e s  to  u t i l i z e  new housi ng  c o n s tr u c t io n  as a p o s i t iv e  
fo rc e  to  b a la n ce  ou r d e c l in in g  econom y.

Low -income  p e o p le , of c o u rs e , b e a r th e  g r e a te s t  b u rd en , occu py  th e  l e a s t  d e s ir a b le  
h o u s in g , and  s ta n d  to  s u f f e r  th e  mo st as r e n t a l  vac an cy  r a te s  d e c l in e . We a re  c u r r ­
e n tl y  fa ced  w it h  a d u a l pr ob le m  in  t h i s  re g a rd : we a re  n o t p ro ducin g  enough new housi ng  
to  me et ou r lo w - an d m od er at e- in co m e housi ng  n eed s; a t  th e  same ti m e, we a re  lo s in g  
e x i s t in g  lo wer -inc om e u n i t s  from  th e  s to ck  due to  an  in ad eq u ate  com mitme nt to  m ai nte n­
an ce  and m odern iz a ti on  n e ed s . Our reco mmen da tio ns  to  you a re  aim ed  a t  re spond in g  to  
th e se  need s.
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In c re a se  th e  Lev el  o f S e c ti o n  8 and  P u b li c  Ho us ing

While  we we re en co ur ag ed  by  th e  A d m in is tr a ti o n 's  d e c is io n  to  in c re a s e  th e  budget 
fo r  S e c ti o n  8 an d p u b li c  housi ng  over th e  FY 1980 l e v e l ,  we mus t a l s o  re c o g n iz e  th a t  
th e  in c re a se  do es  n o t f u l l y  re d re s s  th e  p re v io u s  y e a r 's  c u tb a ck , from  a le v e l  o f 
32 5,00 0 u n i t s  in  FY 1979 down to  th e  FY 1980 le v e l  o f ro ugh ly  24 0, 00 0 u n i t s .  Nor do es  
th e  pro pose d a u th o r iz a ti o n  ap pr oa ch  a le v e l  o f 40 0, 00 0 u n i t s ,  which  NAHRO b e li e v e s  i s  
th e  minimum n e c e ssa ry  to  ke ep  pa ce  w it h  th e  gr ow ing ne ed  fo r  low-in co me housi ng . In  
f a c t ,  th e  C o n g re ss io n a l Bu dget O ff ic e  has re c e n t ly  e s ti m a te d  th a t  th e  HUD re q u e s t ,  ad ­
ju s te d  fo r  th e  a c tu a l  r a t e  o f i n f l a t i o n ,  w i l l  be  s u f f i c i e n t  to  pr od uc e no more  th an  
28 0, 00 0 to  28 5, 00 0 u n i t s ,  r a th e r  th an  th e  30 0,00 0 p ro je c te d  by  HUD. This  num ber  cou ld  
drop  ev en  f u r th e r  i f  a c tu a l  Ho us ing A ss is ta n c e  P la n  f ig u re s  fo r  new c o n s tr u c ti o n  and 
s u b s ta n t i a l  r e h a b i l i t a t i o n  ex ce ed  th e  60% of t o t a l  S e c ti o n  8 a u th o r i ty  f ig u r e  th a t 
HUD us ed  in  e s ti m a ti n g  th e  prog ram mix. We s tr o n g ly  u rg e  th e  su bc om m it te e to  en su re  
th a t  th e  FY 1981 a p p ro p r ia ti o n  fo r  S e c ti o n  8 an d p u b li c  housi ng  be  s u f f i c i e n t  to  fu nd 
a t  l e a s t  a tr u e  30 0,00 0 u n i t s ,  wh ich wo uld  r e q u ir e  an  ap pro xim at e in c re a s e  o f $1 .8  
b i l l i o n  to  $2 b i l l i o n  in  budg et  a u th o r i ty  ov er  th e  HUD re q u e s te d  le v e l.

T ang ib le  ev id ence  e x i s t s  th a t th e  need  fo r  a s s i s t e d  housi ng  i s  gr ow in g.  Our fe e d ­
ba ck  fro m la rg e  housi ng  a u th o r i t i e s  a c ro ss  th e  c o u n tr y  in d ic a te s  an  a c ro ss  th e  board  
d e c l in e  in  th e  tu rn o v e r r a t e  in  p u b li c  h o u s in g : th e re  a re  more  demands  fo r  p u b li c  
h o u s in g , b u t fe w er  house ho ld s mov ing o u t.  F u r th e r , w a it in g  l i s t s  fo r  S e c ti o n  8 
e x is t in g  housi ng  a lo n e  a re  ru nn in g  fo u r to  s ix  tim es  th e number o f a v a i la b le  u n i t s .
Fo r ex am pl e,  in  S t.  Pau l re c e n t ly , th e  housi ng  a u th o r it y  re c e iv e d  1,45 5 new a p p li c a n ts  
fo r  S e c ti o n  8 e x is t in g  c e r t i f i c a t e s  a f t e r  open in g th e  w a it in g  l i s t  fo r  j u s t  one mo nth.  
L ik ew is e , in  D en ve r,  over 4 ,0 00 fa m il ie s  ha ve  be en  w a it in g  more th an  n in e  mo nth s on 
a w a it in g  l i s t ,  w h il e  th e  c i t y  c u r r e n tl y  has fe w er  th an  1, 50 0 S ec ti o n  8 e x i s t in g  u n i t s  
in  t o t a l .

NAHRO has su pport ed  th e a u th o r iz a ti o n  of a new prog ram to  sp ur th e  c o n s tr u c t io n  of  
r e n t a l  housi ng  fo r m odera te - and m id dl e- in co m e p e rs o n s , s u b je c t to  c e r ta in  c o n d it io n s .
I t  i s  ou r p re fe re n c e  th a t  fu ndin g fo r  su ch  a pr og ram be in  a d d it io n  to  a p p ro p r ia ti o n s  
fo r  S ec ti o n  8 and  p u b li c  housi ng  a t  th e le v e ls  m en tion ed  abo ve . I f  fu nd s a re  appro p­
r i a t e d  fo r  a new r e n ta l  housi ng  prog ram fro m th e  $33 b i l l i o n  in  budget a u th o r i ty  r e ­
q u est ed  by  HUD fo r a s s i s t e d  h o u s in g , how ev er , we s tr o n g ly  urg e th e  su bc om m itt ee  to  a ll ow  
fo r  f l e x i b i l i t y  be tw ee n c o n tr a c t a u th o r it y  fo r S e c ti o n  8 an d fo r th e  new pr og ra m , w ith  
a c e i l in g  on a p p ro p r ia ti o n s  fo r th e  new pr og ra m . Suc h an  i n i t i a t i v e  shou ld  be  s t a r t e d  
up g ra d u a ll y , to  in s u re  p r o je c t  v i a b i l i t y  an d e f f e c t iv e  lo c a l  re sp o n se .

F in anc in g  o f A s s is te d  H ou si ng : A Need fo r  More F l e x ib i l i t y

At  a tim e when so  many p re s su re s  a re  be in g  e x e r te d  on th e  f e d e ra l b u d g e t,  we a re  
d is tu rb e d  by  HUD's p ro p o sa l to  c o n v ert  e x i s t in g  p u b li c  h ousin g  o b li g a ti o n s  fro m t h e i r  
c u r re n t ta x-e xem pt s t a t u s  to  ta x a b le  o b l ig a t io n s ,  to  be  so ld  th ro ugh  th e  F e d e ra l 
F in anc in g  Ban k. The  r e s u l t a n t  i n t e r e s t  r a t e  d i f f e r e n t i a l ,  r e f l e c t i n g  th e  d if f e r e n c e  
be tw ee n ta x a b le  and  ta x-e xem pt i n t e r e s t  r a t e s ,  wo uld be  re duced  fo r  FY 198 1 by addin g 
a lm ost  $1 .3  b i l l i o n  to  budget a u th o r i ty  to  th e  HUD budget fo r  a s s i s t e d  h o u s in g , w it h o u t 
ad di ng a s in g le  new u n i t .  We b e li e v e  th a t  th e  j u r i s d i c t i o n  g iv en  fo r  t h i s  s h i f t — 
th a t  th e  s h o r t- te rm  Cos t to  th e  gove rnmen t w i l l  be  ou tw ei gh ed  by th e  lo n g -t e rm  ta x  
sav in g s  fro m e li m in a ti o n  o f th e  ta x -e xem ption  to  w eal th y  in v e s to r s  in  p u b li c  housi ng  
bo nd s— is  a sp ec io u s  one. In  p r a c t i c e ,  th o se  in v e s to r s  wo uld  si m ply  s h i f t  t h e i r  in ­
ve st m en t d o l l a r s  to  a n o th e r ta x  s h e l t e r ,  an d ou t o f low—inc om e hou sin g . The  c u r re n t 
me chani sm  fo r  fi n a n c in g  p u b li c  housi ng  i s  a le g it im a te  and  tim e-p ro ven  metho d,  an d 
s h i f t i n g  o f in vest m en t d o l l a r s  away fro m low-in co me housi ng  i s  n o t,  in  ou r o p in io n , 
good  p u b li c  p o li c y . The su bc om m itt ee  shou ld  r e j e c t  th e  HUD p ro p o sa l.

63-2 77 0 - 8 0 - 4 0
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Ne ed ed : A Co mp rehe nsive  Ap pro ach to  th e  M ai nt en an ce  an d M oder n iz ati on  of  P u b li c  Ho us ing

In  NAHRO's te st im ony  b e fo re  t h i s  su bc om m itt ee  a y e a r ago, we id e n t i f i e d  m aj or  fl aw s 
an d in e q u i t ie s  in  th e  me thod by  which  p u b li c  housi ng  a u th o r i t i e s  (PHAs) re c e iv e  opera ­
t in g  s u b s id ie s , and docume nte d th ro ugh a su rv ey  of 39 la rg e  PHAs ( a l l  w it h  ov er  4 ,0 00 
u n it s  un de r ma nag ement ) th e  r e s u l t a n t  accum ula ti on  o f d e fe r re d  m ain te nan ce. Our  co n­
ce rn  th en  and  now i s  th e  sam e: a t  a tim e when th e re  i s  a d im in is h in g  su pply  o f a f fo r d ­
ab le  r e n ta l  housi ng  fo r  low -in co me  p e o p le , many PHAs a re  in  dan ger  o f lo s in g  (o r ha ve  
a lr e a d y  lo s t )  v ia b le  u n it s  fro m th e i r  p u b li c  housi ng  s to c k  due to  a la ck  o f ne ed ed  
o p e ra ti n g  a s s is ta n c e ,  and  a re  d is cou ra ged  fro m p ro ducin g  s o re ly  ne ed ed  new u n i t s  by 
th e  la ck  o f a p re d ic ta b le  and e q u it a b le  sy st em  to  en su re  t h a t  th ose  u n it s  ca n be  o p e ra te d  
and  m ain ta in ed  ov er  tim e.

Whil e we w i l l  su g g es t some a m p li f ic a ti o n  o f HUD's p ro p o sa ls  fo r th e m od ern iz a ti o n  
prog ram  fo r  FY 19 81 , we th in k  i t  im port an t th a t  th e  su bc om m itt ee  be  made aw are o f th e 
com mitm ent w it h in  th e  D ep ar tm en t to  dev ote  tim e an d re s o u rc e s  to  im pr ov in g th e  d e li v e ry  
of  a s s is ta n c e  to  th e  p u b li c  housi ng  s to c k . S e c re ta ry  L andri eu  has dem onst ra te d  a p e r­
sonal com mitment to  th i s  e f f o r t ,  and  we a re  c o n fi d e n t th a t th e  Dep ar tm en t i s  ma kin g 
ever y  e f f o r t  to  in c re a s e  a d m in is tr a ti v e  e f f ic ie n c y  and i n s t i t u t e  ne ed ed  re fo rm s.

At th e  r i s k  o f o v e r-s im p li fy in g  a  very  comp lex  i s s u e ,  I  wo uld  l i k e  to  o u t l in e  fo r  
th e  subco m m it te e' s c o n s id e ra ti o n  some ad ju st m en ts  in  th e  sy st em  th ro ugh which  o p e ra ti n g  
s u b s id ie s  a re  a ll o c a te d  to  PHAs, and a r e s t r u c tu r e d  ap pro ac h to  m o d ern iz a ti o n  fu nd in g , 
wh ich  we b e li e v e  w i l l  enab le  PHAs bo th  to  make ne ed ed  r e p a i r s  and p ro p e rt y  im prov e­
me nts  and to  b e t t e r  m a in ta in  t h e i r  e x is t in g  housi ng  u n i t s ,  th e re b y  re d u c in g  over tim e 
th e  b u il d -u p  o f v a c a n t,  v a n d a li z e d , an d d e te r io r a te d  p u b li c  housi ng  s to c k .

The C urr en t Need an d Pro ble m : A cc or di ng  to  a n e a r ly  co m pl et ed  su rv ey  o f m o d ern iz a ti o n
ne ed s in  400 housi ng  a u t h o r i t i e s ,  commiss ione d by  HUD, up wa rds  o f 80% of  th e  n a t io n 's  
1 .2  m il li o n  p u b li c  housi ng  u n i t s  re q u ir e  l i t t l e  o r  no im prov em en t to  be  c o n si d e re d  
s ta n d a rd . The o th e r  15-20% (a ppro x im at e ly  20 0, 00 0 u n i t s )  re q u ir e  v a ry in g  d eg re es  o f 
maj or  r e p a ir s  o r r e h a b i l i t a t i o n ,  ho wev er . T h is  pro bl em  ha s r e s u l te d  in  la rg e  p a r t 
fro m:  1) an  in e q u it a b le  sy st em  of o p e ra ti n g  a s s i s t a n c e ,  which  a n n u a ll y  has fo rce d  many 
PHAs to  re duce  s e r v ic e s ,  d e fe r  m ain te nan ce, a n d /o r dip  in to  re s e rv e s  to  mee t d a il y  
o p e ra ti n g  and u t i l i t y  expen se s.  A NAHR0 su rv ey  now underw ay  i s  dem o n st ra ti n g  th a t  a l ­
mo st ever y  la rg e  PHA has  bee n u t i l i z i n g  re s e rv e  fu nds to  pay re g u la r  o p e ra ti n g  expense s.  
The su rv ey r e s u l t s  w i l l  be f i l e d  fo r  th e  re c o rd  upon com ple ti on ; and 2) a sy st em  fo r  
a l lo c a t i n g  m odern iz a ti on  a u th o r it y  wh ich r e s u l t s  in  a p ie cem eal ap pro ac h to  m ou nt in g 
r e p a i r  and r e h a b i l i t a t i o n  need s.

S in ce  19 75 , o p e ra ti n g  su bsi dy  le v e ls  fo r  PHAs ha ve  be en  s e t  acco rd in g  to  th e  p e r ­
form ance  fu ndin g sy st em  (PFS) fo rm ula , wh ich i s  c a lc u la te d  on a com par at iv e e s ti m a te  o f 
th e  su bsi dy  re q u ir e d  to  o p e ra te  "w el l-m an ag ed " u n i t s  o f s im il a r  s i z e ,  lo c a t io n ,  and  
p h y s ic a l c h a r a c t e r i s t i c s .  The o p e ra ti n g  subsi dy  i s  us ed  to  make up th e  d if f e re n c e  
be tw een te n a n t r e n t  pa ym en ts , which  ca nnot by  law  (a nd, we b e l ie v e , sh ould  n o t)  ex ce ed  
25% o f a d ju s te d  annual  in co m es , and th e  c o s t o f o p e ra ti n g  th e  u n i t s .  The i n f l a t i o n  
f a c to r  us ed  to  c a lc u la te  th e  PFS le v e l ,  ho wev er , has c o n s is te n t ly  la gged  w e ll  beh in d  
th e  a c tu a l r a te  o f i n f l a t i o n :  in  FY 19 80 , fo r  ex am pl e,  th e  PFS in f l a t i o n  f a c to r  was 
s e t  a t  7.1%, w h il e  a c tu a l  i n f l a t i o n  has ex ce ed ed  10%, In  a d d it io n , l i t t l e ,  i f  an y , 
p ro v is io n  i s  made in  th e  PFS fo rm ul a fo r  s e r v ic e s  and m ain te nan ce ne ed s n o t a p p a ren t o r 
s i g n i f i c a n t ly  sev e re  a t  th e  tim e o f th e  i n i t i a l  b ase  y e a r use d  in  c a lc u la ti n g  th e  su b­
s id y , in c lu d in g  in c re a s e s  in  in su ra n ce  and la b o r  c o s ts ,  vandal is m  and  s e c u r i ty  c o s ts ,  
and  unusu al  expen se s su ch  as snow re m ov al . Th ese "c o st3  beyond  PHA c o n tr o l"  ha ve  be en  
co n ce n tr a te d  in  th e  l a r g e r  PHAs which  own and  manage th e  v a s t m a jo ri ty  o f th e  n a t i o n 's  
p u b li c  housi ng  u n i t s .
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In fact, Mr. Chairman, the current system of operating and modernization assis­tance provides neither incentives for good management nor sufficient accountability at the local level. PHAs art expected to operate their units under inherently counter­productive management principles and conditions, that are different from those under which most privately-owned rental housing is operated.

An Adjustment in the Operating Assistance System: Some adjustment in the opera­ting assistance system is necessary for FY 1981. Findings to date in HUD's evaluation of the PFS formula document many short-falls, particularly for larger PHAs. The fund­amental principle behind NAHRO's proposals for an ajdusted system is a multi-year app­roach, with short-term costs that will yield far greater benefits in helping to pre­serve the nation's $19 billion dollar investment in public housing. First, the sub­committee should appropriate $953 million in operating subsidies for FY 1981, the amount needed to fully fund the PFS formula. In order to ensure that this money is both used effectively and directed to PHAs which need it to operate at a basic level of service, the level of funding which corresponds to the lower range of the PFS formula should be set aside, and allocated under the current formula allocation system (the PFS formu­la yields a range of total PHA need, based on different cost assumptions; existing allo­cations have typically funded PHAs at or below the mid-range, regardless of severity of need). The remainder, approximately 10-20% of the authorization, would be desig­nated for use in a separate account, to which PHAs would have to apply. The account could be used for two purposes: 1) "Costs beyond PHA control" which, as mentioned ear­lier, are not accommodated by the PFS formula. The FY 1980 HUD Authorization bill (H.R. 3875) includes a provision, section 207(d) which formally authorizes such pay­ments; and 2) Immediate bridget crises that have arisen as inadequately funded PHAs ex­haust reserves to pay their basic expenses. Currently, $52.6 million is needed (and in­cluded in HUD's FY 1980 supplemental appropriation request) to eliminate the existing budget deficits of some PHAs, and must be funded to permit these authorities to return to normal operations.

This system would better target operating subsidies to those PHAs with pressing needs, and would help fiscally troubled authorities to get out from under the cycle of deficit spending and deferred maintenance. At the same time, however, receipt of funding from this "appeals" fund would not be automatic: PHAs would have to document the specific need and the way in which the funding would be used to improve efficiency in their oper­ations. Finally, the system would better enable PHAs to maintain reserve accounts, which could help pay for maintenance and repairs in future years. Establishment of an adequate capital replacement fund is a fundamental principle in the maintenance of privatelv owned rental housing and its application to public housing is long overdue.
A Comprehensive Approach to Meeting Modernization Needs: As HUD has recognized in itsFY 1981 legislative proposal, an increased commitment to modernization is essential both to make available additional safe and sanitary housing units for lower-income people and to remove the barriers facing PHAs which are trying to build needed new housing at the same time. Likewise, HUD has recognized that a multi-year approach is needed to do the job effectively. In our opinion, a sensible, cost-effective approach to modernization should include the following components:

1) An appropriation of at least $100 million in contract authority, We believe that this appropriation level reflects locally identified estimates of need and capacity, set within the context of the multi-year approach outlined below. By setting the level in the authorization, rather than opening the figure for later determination, as suggested in HUD's "local option" proposal, significant savings in long-term budget authority can be realized, since the contract term for modernization is less than for new construction.
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Thi s p ro p o sa l i s  c le a r ly  in te n d ed  to  in c re a s e  th e  num ber  o f  h a b it a b le  p u b li c  housi ng  
u n it s  th ro ug h v a ry in g  le v e ls  o f r e h a b i l i t a t i o n ;  to  th e  e x te n t th a t  un oc cu pi ed  u n it s  
a re  b ro ught ba ck  in to  th e  s to c k , th ey  sh ou ld  be  co unte d  in  th e  a tt a in m e n t of  lo c a l 
Hou sing  A ss is ta n ce  Pl an  g o a ls . I  mu st make c le a r  fo r  th e  re c o rd  th a t NAHRO's su p p o rt  
of  an  in c re a se d  com mitm ent to  m odern iz a ti on  r e p re s e n ts  p a r t  of  a com mitment to  in ­
c re ase  PHA c a p a c it y  to  pr od uc e new p u b li c  h o u s in g , n o t a s u b s t i t u te  fo r  i t ;  in  many 
co m m un it ie s,  p a r t i c u l a r ly  sm a ll - and  m ed iu m -s iz ed  c i t i e s  an d r u r a l  a r e a s , p u b li c  housi ng  
has be en  th e  mo st v ia b le , c o s t - e f f e c t iv e  means o f b u il d in g  low-in co me hou sin g .

2) M oder n iz ati on  fu nd in g  fo r FY 1981 shou ld  f i t  w it h in  th e  o v e r a l l  fra me wo rk  of  
a m u lt i- y e a r  s tr a te g y  fo r  m ee ting im m ed ia te  an d lo n g e r ra nge needs.  PHAs sh ould  f i r s t  
be re q u ir e d  to  p ro v id e  an ass ess m ent o f t h e i r  o v e r a l l  n e ed s , in c lu d in g  bo th  d e fe rr e d  
m ai nt en an ce  and m aj or  re n o v a ti o n  and se cond , to  p re p a re  a f iv e -y e a r  o p e ra ti n g  an d mod­
e rn iz a t io n  p la n , wh ich wo uld d e sc ri b e  a s ta g e d  s t r a te g y  fo r  a d d re ss in g  p h y s ic a l im­
pr ov em en t ne ed s an d a man agement p la n  fo r  im ple m en ting th e  s t r a te g y  an d m onit o ri ng  
p ro g re ss . Thi s ap pro ac h wo uld a ll ow  fo r  th e  fu ndin g o f im m ed ia te  p r i o r i t y  r e p a i r s ,  su ch  
as  ro o f o r b o i l e r  re p la c em e n ts , as  w e ll  a s  wha t HUD has c a l le d  "c om pr eh en si ve  moder­
n iz a t io n " ,  in  wh ich th e  ac cu m ula te d r e p a i r  need s o f an  in d iv id u a l p ro je c t a re  add re ss ed  
over a m u lt i- y e a r  c y c le . Be ca use o f th e  imme dia cy  o f th e  n e ed , fu nd in g  fo r  FY 1981 
sh ou ld  be  a ll o c a te d  on  th e  b a s is  o f a need s a sse ssm e n t;  a d d i t io n a l  fu n d in g , ho wev er , 
wo uld  be  c o n ti g e n t on th e  com ple tion o f th e  m u lt i- y e a r  p la n . Some PHAs ha ve  ta ken  th e  
i n i t i a t i v e  to  dev el op  su ch  a p la n  a lr e a d y . A summary o f on e now in  us e in  N o rf o lk , 
V ir g in ia , to g e th e r  w it h  th e  c o l le c t iv e  reco m m en da tio ns  o f s e v e ra l la rg e r  PHAs on th is  
m a tt e r , i s  ap pe nd ed  to  my s ta te m e n t to  p ro v id e  th e  su bc om m it te e w it h  an  id e a  o f wh at 
su ch  a p la n  m ig ht  e n t a i l .

3) In  o rd e r to  ensu re  th a t  th ese  o b je c ti v e s  ca n be  met , th e su bc om m itt ee  sh ou ld  
a p p ro p ri a te  man agement a s s is ta n c e  fu nd s to  h e lp  PHAs in  th e  p re p a ra ti o n  o f m u lt i- y e a r  
p la n s , and to  in c o rp o ra te  sound man agem ent te c h n iq u e s , l i f e - c y c l e  c o s ti n g  p r in c ip le s ,  
and en er gy  c o n se rv a ti o n  m ea su re s in to  t h e i r  o p e ra ti o n s . T h is  i s  c r i t i c a l l y  im p o rt an t 
to  th e  ac co m pl ishm en t o f th e  p ro g ra m 's  s t a tu to r y  o b je c t iv e s ,  y e t th e re  a re  c u r re n tl y  
no  in c e n ti v e s  fo r  PHAs to  pro ce ed  in  a ma nne r d esi gned  to  a ch ie v e  lo n g -r u n  c o s t e f f i ­
c ie n c ie s  .

Mr. C ha irm an , we r e a l i z e  th a t  th e  p ro c e ss  o u tl in e d  ab ov e r a i s e s  many q u e s ti o n s , 
n o t a l l  o f wh ich can r e a l i s t i c a l l y  be  a d d re ss ed  w it h in  th e  c o n te x t o f th is  s ta te m e n t.
An ad ju st m en t o f th e me tho d by  which  o p e ra ti n g  s u b s id ie s  an d a new sy stem  un de r which  
m odern iz a ti on  fu nd s a re  a l lo c a te d  i s  e s s e n t i a l  to  im pro vi ng th e  s to ck  o f p u b li c  ho usi ng  
and p re s e rv in g  i t  fo r lo w er -inc om e te n a n ts . As more  and more p ro je c ts  n e a r th e end of  
t h e i r  40 -y ear annual c o n tr ib u ti o n s  c o n t r a c ts ,  th ey  ca n now be  p re serv ed  th ro ugh th e 
paym ent of o p e ra ti n g  s u b s id ie s  and  p e r io d ic  m odern iz a ti on  fu ndin g a lo n e , a t  a g r e a t ly  
re duced  c o s t to  th e  go ve rnmen t s in c e  th e  deb t s e r v ic e  on th e  p ro je c ts  w i l l  ha ve  be en  
am o rt iz ed . We would  be  happy to  p ro v id e  a d d it io n a l  in fo rm a ti o n  a t  th e  subcom m it te e 's  
re q u e s t in  su p p o rt  o f th e se  reco m m en da tion s.

I  a p p re c ia te  th e  o p p o rt u n it y  to  appear b e fo re  yo u th i s  m or nin g. I  wou ld be  happ y 
to  an sw er  an y q u e s ti o n s  th e  su bc om m itt ee  may have.  Tha nk yo u.
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WITNESSES

HARRIET HENTGES, EXECUTIVE DIRECTOR. NATIONAL LEAGUE OF
WOMEN VOTERS OF THE UNITED STATES 

WOODROW GINSBURG, CENTER FOR COMMUNITY CHANGE 
MORTON SKLAR. CENTER FOR NATIONAL POLICY REVIEW 
RICHARD McKINNEY, THE NATIONAL URBAN COALITION

Mr. Boland. We will turn to revenue  sharing. There are a 
number of individuals  here who are  interested  in tha t program. As 
I understand it, H arriet Hentges, repre senting the National League 
of Women Voters. We are delighted to have you here. Woodrow 
Ginsburg, representing the Center for Community Change; Richard 
McKinney, represen ting the National Urban  Coalition; and Morton 
Sklar, representing the Center for Na tional Policy Review.

Who is the  spokeswoman?
Ms. Hentges. We each have comments we would like to make.
Mr. Boland. Don’t read all of that. You can highlight what  you 

have.
Ms. Hentges. I am Harrie t Hentges, Executive Director, League 

of Women Voters of the United States, and I am here to present 
testimony on behal f of Florence Rubin, the Urban Policy Chair of 
the League of Women Voters. You are famil iar with the League, so 
I will spare you some of the details  of the national organization.

Mr. Boland. They were all down las t week, weren ’t they?
Ms. Hentges. They certainly were.
Mr. Boland. All over the Hill.
Ms. Hentges. I hope they came to see you.
Mr. Boland. They ce rtainly did.
Ms. Hentges. They hope you are voting righ t on fair housing.
Mr. Boland. They come up and say, give us a yes or no, on 

questions you can’t answer within that  period of time. Amend­
ments are going to be offered to the Fair Housing Bill and they 
want a yes or no right  tha t minute. I told them they won’t get it 
from me, and they didn’t. Some of the amendments  are areas  tha t 
you have to look at before you give an answer, but in any event 
they are grea t to have, and I am delighted with the activities of the 
League, at least in my area. Where are you from, incidentally?

Ms. Hentges. I am based here in Washington, originally  from 
Minneapolis, Minnesota.

Mr. Boland. Where is Florence Rubin from?
Ms. Hentges. Newton Center.
Mr. Boland. Go ahead.
Ms. Hentges. We are here today to reinforce the League’s sup­

port of the reauthorization of the genera l revenue shar ing by re­
questing adequate funding for the Office of Revenue Sharing to 
insure implementation of the compliance provisions added to the 
State  and Local Fiscal Ass istance Act. In 1975 and 1976 the League 
partic ipated in a major coalition effort in favor of mandated citizen 
participation,  civil rights enforcement and audit ing requirements 
which were enacted as am endments to the Assistance Act.
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We believe tha t these provisions have had a beneficial influence 
on the program, and want to underscore  our support for the ir 
continuation.

We would be remiss in our support of these amendments if we 
did not bring to your atten tion a serious defect in their implemen­
tation. Focusing particularly on the citizen participation require­
ments, we are deeply concerned that  the Office of Revenue Sharing 
is falling far behind in handl ing noncompliance cases and has 
failed to mount an outreach capacity to assist local officials and 
citizens to realize the full potentia l of this amendment.

With the approach of the renewal debate, we canvassed League 
leaders across the country for the ir perceptions  on how the 1976 
amendments are working. Using these resul ts and the League’s 
long experience with citizen partic ipation in government programs, 
the League of Women Voters Education Fund has prepared an 
analysis on the impact of the amendmen t mandating  citizen 
participation.

We have submit ted a paper that  is more extensive, but I will 
summarize some of these things.

Using increased citizen access to decision-making as an initial  
yardstick, the League observers find that the GRS requirements 
have been successful; virtua lly all local governments are making 
some effort at compliance, although often at such minimal level 
tha t it constitutes a violation of the provision. GRS does not  fit the 
best conditions for citizen partic ipation since it involves year-round 
involvement in th e local budget process, and the success of the next 
steps—citizen response and impact—is mixed. Citizens are not con­
vinced th at they can have a real impact on decision-making in this 
program because:

There involvement is often sought at the end of the priority  
setting  process rath er than  a t the beginning; and

Officials often openly discourage or fail to solicit effectively c iti­
zen interest  and input.

To overcome these obstacles, League members call on the ORS to 
foster a grea ter effort on the par t of local officials to involve 
citizens year round in the budget process. Many public officials a re 
not clear on the benefits of citizen partic ipation and do not know 
how to promote it effectively.

The state of th e ar t of citizen partic ipation can be advanced on 
two fronts:

Research and development of effective techniques and models of 
citizen participation. Sixty years of first -hand experience in citizen 
participation has enabled the League of Women Voters to develop 
and identify methods of bringing citizens in the decision making 
process early and effectively, budget advisory committees, neigh­
borhood task forces, systematic surveys on citizen priorities, and 
revival of regula r town meetings. But clearly much more research  
and experimenta tion is needed.

Training for public officials, both in the  value of citizen partici ­
pation and technical assistance in proven techniques.

We submit tha t this is an agenda that the Office of Revenue 
Sharing  should adopt. For its par t the League of Women Voters 
will continue to foster grea ter partic ipation among citizens to help 
make this model legislation live up to its potentia l.
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We are concerned, however, that this cannot be accomplished without providing far grea ter resources for the Office of Revenue Sharing. At the present time, the Public Partic ipation Compliance Branch of the Office of Revenue Shar ing has a staff  of six, four of whom are professionals. This is not even sufficient to handle the 
current level of complaints.

As of May 1, 1980, there was a backlog of 426 incidents  of noncompliance tha t had not yet been assigned to a case analyst . However, the Depar tment  of the Treasury has not requested an 
increase in staff.

Yet we can expect tha t the number of cases will increase, and 
that the extent of noncompliance with citizen partic ipation provi­sions is even grea ter than  the present number  of cases would indicate.

The League of Women Voters’ survey of 176 jurisdictions  re­vealed 180 instances of noncompliance in 85 communities. The 
Center for Community Change surveyed 22 jurisdictions ranging from large centra l cities to small rural communities, and they 
found similar problems.

Even if GAO’s conservative figure of 30 percent noncompliance is used and applied only to the 11,000 communities which are re­quired to file an audit  report, this would mean 3,300 cases to be 
processed. About 80 percent of citizen participation  violations come to the attention of the Public Participat ion Compliance Branch 
through the compliance portion of the required  audit  report.

The final date by which audits  must be received is September 1, 
1980. Less than half had been submit ted by March 25, 1980. It is clear tha t the present backlog of 426 cases is only a portion of the  
cases tha t will have to be processed and settled by the staff  of six 
in the Public Partic ipation Compliance Branch. If the recommenda­tion tha t audit s be submitted every othe r year  is included in the new legislation, a recommendation that the League supports, the caseload will probably be larger.

It is clear tha t a g reater effort should be expended in preven ting 
noncompliance by informing local public officials about the  require­ments and offering them technical assistance and training in the 
implementation of the provisions.

The resources in funds and personnel necessary for this effort are not now available, nor are they requested in the pending budget. Outreach does not have a high priority  in the Office of Revenue Sharing. The Public Participat ion staff  is not even able to attend regional conferences.
Printed information is sent out with Revenue Sharing payments and occasional workshops have been held at conventions of citizens’ groups, but there is no opportunity to work directly with local officials.
Another reason for the low level of compliance is a reluctance to apply sanctions. Since the  requirement went into effect on Jan uar y 

1, 1977, 356 cases have been investigated and 260 processed to closing. Although some governments have had the ir payments tem­porarily withheld  because they did not respond to Office of Reve­
nue Sharing inquiries, no government has had its payments sus­
pended for noncompliance with Citizen Parti cipat ion requirements.
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Mr. Chairman, the League of Women Voters reite rates  its sup­
port for the  compliance provisions of th e General Revenue Sharing 
program and urges the ir reten tion in th e renewal legislation.

However, it also strongly urges that  the  Office of Revenue Shar­
ing be given adequate resources to implement these provisions. 
This means tha t there should be monitoring for noncompliance, 
information and training for citizens and officials of recipien t gov­
ernments and vigorous enforcement of the  law.

While we are not in a position to provide a dollar figure, we 
request this committee to obtain from ORS an estimate of the 
funding needed to ensure compliance with the lett er of the law and 
to begin an outreach program to ensure compliance with the spirit  
of the law.

Thank you.
[The statement follows:]
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TESTIMONY BEFORE THE SUBCOMMITTEE ON

HUD AND INDEPENDENT AGENCIES

OF THE HOUSE APPROPRIATIONS COMMITTEE

ON THE 3UDGET FOR THE OFFICE OF REVENUE SHARING

BY FLORENCE R. RUBIN, URBAN POLICY CHAIR 
LEAGUE OF WOMEN VOTERS OF THE UNITED STATES

May 13 , 1980

Mr. Ch airm an , members o f th e  Com mittee , I  am F lo re nce  R. R ub in , Urb an P o li cy  

C hai r o f  th e  Leagu e o f  Women V ote rs  o f th e  U nit ed  S ta te s .  The Leagu e i s  a 

m u lt i- is s u e  c i t i z e n 's  ed u ca ti o n  and p o l i t i c a l  a c t io n  o rg a n iz a ti o n  w it h  1, 40 0 

s t a t e  an d lo c a l  Le ag ue s in  a l l  f i f t y  s t a t e s ,  P u e rt o  R ic o , th e  V ir g in  Is la n d s

an d th e  D i s t r i c t  o f Co lum bia .

I  am he re  to day  to  r e in fo r c e  th e  Lea gue  o f Women V o te rs ' su p p o rt  fo r  

re a u th o r iz a ti o n  o f G ener al  Rev enue Shari ng  by  re q u e s ti n g  adeq uate  fu nd in g  

fo r  th e  O ff ic e  o f  Reven ue S hari ng  to  en su re  im p le m enta ti on  o f th e  co m pl ia nc e 

p ro v is io n s  ad de d to  th e  S ta te  an d Lo ca l F is c a l A ss is ta n c e  Act .

In  1975 and 19 76 , th e  Lea gue  p a r t i c ip a te d  in  a m aj or c o a l i t io n  in  fa v o r o f 

man da ted  c i t i z e n  p a r t i c ip a t i o n ,  c i v i l  r ig h t s  enfo rc em en t and a u d it in g

re q u ir e m e n ts , wh ich were  e n ac te d  as  amend ments  to  th e  S ta te  an d Loca l F is c a l

A ss is ta n ce  Act . We b e li e v e  th e se  p ro v is io n s  ha ve  ha d a b e n e f ic ia l  In f lu e n c e  

on th e  pr og ram an d I  want to  u nders co re  ou r su pport  fo r  t h e i r  c o n ti n u a ti o n .
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We wo uld be  re m is s in  our su pp o rt  o f th e s e  amend ments  i f  we d id  n o t b r in g  

to  you r a t te n t io n  a se r io u s  d e fe c t in  t h e i r  im p le m en ta ti o n . Foc us in g 

p a r t i c u l a r ly  on th e  c i t i z e n  p a r t i c ip a t i o n  re q u ir e m e n ts , we a re  dee ply  

co nce rn ed  th a t  th e  O ff ic e  o f Rev enu e S hari ng  i s  f a l l i n g  f a r  beh in d  in  h an d li n g  

no nc om pl ia nc e c a ses  and has  f a i l e d  to  mount  an o u tr e a c h  c a p a c it y  to  a s s i s t  

lo c a l  o f f i c i a l s  and c i t i z e n s  to  r e a l i z e  th e  f u l l  p o t e n t i a l  o f  t h i s  amendment.

With th e  ap pro ac h o f  th e  re new al  d e b a te , we ca nvass ed  Leagu e le a d e r s  a c ro ss  

th e  co u n tr y  fo r  t h e i r  p e rc e p ti o n s  on how th e  1976 amend ments  a re  w ork in g.

Usin g th e s e  r e s u l t s  an d th e  Lea gu e’ s lo ng e x p e ri en ce  w it h  c i t i z e n  p a r t i c ip a t i o n  

in  go ve rnmen t pro gra m s,  th e  League o f  Women V o te rs  E duca ti on  Fund has  

p re p are d  an a n a ly s is  on th e  im pa ct  o f  th e  amendment m an da ting  c i t i z e n  

p a r t i c ip a t i o n .  I  w i l l  summarize  some o f  th e  m aj or p o in ts  fro m t h i s  p a p e r ,

wh ich  we ha ve  su bm it te d  to  th e  co m m it te e.

Using  in c re a se d  c i t i z e n  ac c e ss  to  d e c is io n  ma kin g as  an i n i t i a l  y a r d s t i c k ,  

Leagu e o b se rv e rs  f in d  th a t  th e  GRS re q u ir em en ts  ha ve  be en  s u c c e s s fu l ;  

v i r t u a l l y  a l l  lo c a l  go ve rn m en ts  a re  mak ing some e f f o r t  a t  co m plian ce , 

a lt h o u g h  o f te n  a t  su ch  a m in im al  l e v e l  th a t  i t  c o n s t i tu te s  a v io la t io n  o f 

th e  p ro v is io n . GRS do es  n o t f i t  th e  b e s t c o n d it io n s  fo r  c i t i z e n  p a r t i c ip a t i o n  

s in c e  i t  in v o lv es  y ear- ro u n d  in vol vem en t in  th e  lo c a l  bu dge t p ro c e s s , and  

th e  su c cess  o f  th e  nex t s te p s — c i t i z e n  re sp onse  an d im pact— i s  mixed .

C it iz e n s  a re  n o t co nvin ce d th a t  th ey  can ha ve  a r e a l  im pa ct  on d e c is io n  

makin g in  t h i s  prog ram b ecause:

— t h e i r  in volv em en t i s  o f te n  so ug ht a t  th e  en d o f th e  p r i o r i t y  s e t t i n g
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p ro cess  r a th e r  th an  a t  th e  b eg in n in g ; and

—o f f i c i a l s  o f te n  open ly  d is co u ra g e  o r  f a i l  to  s o l i c i t  e f f e c t iv e ly  c i t i z e n  

i n t e r e s t  and in p u t.

To overc om e th e s e  o b s ta c le s ,  Leagu e members c a l l  on th e  ORS to  f o s t e r  a

g r e a te r  e f f o r t  on th e  p a r t  o f  lo c a l  o f f i c i a l s  to  in v o lv e  c i t i z e n s  y e a r  ro un d 

in  th e  budget  p ro c e ss . Many p u b li c  o f f i c i a l s  a re  no t c l e a r  on th e  b e n e f i t s  

o f c i t i z e n  p a r t i c ip a t i o n  and do n o t know how to  pr om ot e i t  e f f e c t iv e ly .

Leagu e o b se rv e rs  r e p o r te d  th a t  wh ere lo c a l  o f f i c i a l s  a re  co m m it te d to  c i t i z e n

p a r t i c ip a t i o n  an d en co ura ge i t ,  c i t i z e n s  do ha ve  an im pa ct  on s e t t i n g  bu dge t

p r i o r i t i e s .

The s t a t e  o f  th e  a r t  o f c i t i z e n  p a r t i c ip a t i o n  ca n be  ad va nc ed  on two f ro n ts :

—R es ea rc h and de ve lo pm en t o f e f f e c t iv e  te c h n iq u e s  an d mod els o f c i t i z e n

p a r t i c ip a t i o n .  S ix ty  y ea rs  o f  f i r s t - h a n d  e x p e ri en ce  in  c i t i z e n  p a r t i c ip a t i o n  

has  en ab le d  th e  League o f  Women V o te rs  to  dev el op and  id e n t i f y  metho ds  o f 

b r in g in g  c i t i z e n s  in to  th e  d e c is io n  mak ing p ro c e ss  e a r ly  an d e f f e c t iv e ly — 

bud ge t a d v is o ry  co m m it te es , ne ig hborh ood ta s k  f o rc e s , sy s te m a ti c  su rv eys 

o f  c i t i z e n  p r i o r i t i e s ,  and  r e v iv a l  o f  r e g u la r  tow n m ee ti n g s.  But c le a r ly  

much more re se a rc h  an d e x p e r im e n ta ti o n  i s  nee ded .

—T ra in in g  fo r  p u b li c  o f f i c i a l s ,  bo th  in  th e  v a lu e  o f  c i t i z e n  p a r t i c ip a t i o n  

and te c h n ic a l  a s s is ta n c e  in  pr ov en  te c h n iq u e s .

We su bm it  th a t t h i s  i s  an  ag en da  th a t  th e  O ff ic e  o f  Reven ue S hari ng  sh ou ld  

ad o p t.  For i t s  p a r t  th e  Leagu e o f  Women V o te rs  w i l l  co n ti n u e  to  f o s t e r  

g r e a te r  p a r t i c ip a t i o n  among c i t i z e n s  to  h e lp  make t h i s  mo del l e g i s l a t i o n  l iv e  

up to  i t s  p o t e n t i a l .
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We a re  co nce rn ed , ho w ev er , th a t  t h i s  ca nn ot be  ac co m pli sh ed  w it h o u t p ro v id in g  

f a r  g r e a te r  re so u rc e s  fo r  th e  O ff ic e  o f  Revenue S h a ri n g . At th e  p re se n t 

ti m e, th e  P u b li c  P a r t ic ip a t io n  Co mplian ce  Br an ch  o f  th e  O ff ic e  o f  Rev enue 

Shar in g has  a s t a f f  o f s i x ,  fo u r  o f whom a re  p r o fe s s io n a ls . T hi s i s  n o t 

ev en  s u f f i c i e n t  to  hand le  th e  c u r re n t l e v e l  o f  c o m p la in ts . As o f May 1 , 19 80 , 

th e re  was a bac k lo g  of 426 in c id e n ts  o f non-c om pli ance  th a t  ha d n o t y e t be en  

ass ig n ed  to  a case  a n a ly s t . However , th e  D ep ar tm en t o f  th e  T re as ury  has n o t 

re q u este d  an  in c re a s e  in  s t a f f .

Yet i t  i s  exp ec te d  th a t  th e  numb er o f  c a se s  w i l l  in c r e a s e , an d th a t  th e  

e x te n t o f  non-c om plian ce  w it h  c i t i z e n  p a r t i c ip a t i o n  p ro v is io n s  i s  ev en  g r e a te r  

th an  th e  p re s e n t numb er o f  ca ses  wo uld in d i c a t e .  The Leagu e o f  Women V o te rs ' 

su rv ey  o f 176 j u r i s d i c t i o n s  re v e a le d  180 in s ta n c e s  o f  non-c om plian ce  in  85 

co m m un it ie s.  The C ente r fo r  Community  Change su rv ey ed  22 j u r i s d i c t i o n s  

ra ng in g  from la rg e  c e n t r a l  c i t i e s  to  sm a ll  r u r a l  co m m un it ie s.  In te rv ie w s  

w it h  p u b li c  o f f i c i a l s  an d com munity  le a d e rs  d is c lo s e d  21 in s ta n c e s  o f non- 

co m pl ia nc e in  10 j u r i s d i c t i o n s .  The GAO su rv ey ed  13 s t a t e  an d 168 lo c a l  

go ve rn men ts an d fo un d th a t  30 p e rc e n t o f sm a ll e r  co m m un it ie s f a i l e d  to  ho ld  

th e  r e q u ir e d  f i r s t  h e a r in g .

Even i f  GAO’ s c o n se rv a ti v e  f ig u re  o f  30 p e rc e n t no n-c om plian ce  i s  us ed  and 

a p p li e d  on ly  to  th e  11 ,0 00  co mmun iti es  which  a re  r e q u ir e d  to  f i l e  an a u d it  

r e p o r t , t h i s  wo uld mean 3, 30 0 cases to  be  p ro c e ss e d . About 80 p e rc e n t o f 

c i t i z e n  p a r t i c ip a t i o n  v io la t io n s  come to  th e  a t t e n t i o n  o f th e  P u b li c  

P a r t ic ip a t io n  Co mplian ce  Br an ch  th ro ugh  th e  co m pl ia nce  p o r ti o n  of  th e  r e q u ir e d  

a u d it  r e p o r t .  The f i n a l  d a te  by wh ich a u d i ts  mus t be  re c e iv e d  i s  Se pt em be r 1,
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19 80 . Le ss  th an  h a l f  ha d be en  su b m it te d  by  March 25 , 19 80 . I t  i s  c l e a r  th a t  

th e  p re se n t bac k lo g  o f 426 c a ses  i s  o n ly  a p o r t io n  o f  th e  c a ses  th a t  w i l l  

ha ve  to  be  p ro cess ed  an d s e t t l e d  by th e  s t a f f  o f s i x  in  th e  P u b li c  P a r t ic ip a t io n  

Co nq jliance  Br an ch . I f  th e  reco mmen da tio n th a t  a u d i t s  be  su b m it te d  every  

o th e r  y ea r i s  in c lu d ed  in  th e  new l e g i s l a t i o n ,  a reco mmen da tio n th a t  th e  

Leagu e s u p p o r ts , th e  ca se  lo ad  w i l l  p ro b ab ly  be  l a r g e r .

I t  i s  c l e a r  th a t  a g r e a te r  e f f o r t  sh ou ld  be  ex pe nd ed  in  p re v e n ti n g  non- 

co m pl ia nce  by in fo rm in g  lo c a l  p u b li c  o f f i c i a l s  ab out th e  re q u ir em en ts  and  

o f fe r in g  them te c h n ic a l  a s s is ta n c e  and t r a in in g  in  th e  im ple m en ta ti on  o f  th e  

p ro v is io n s . The re so u rc e s  in  fu nd s an d p e rs o n n e l n e c e ssa ry  fo r  t h i s  e f f o r t

a re  n o t now a v a i l a b le , n o r  a re  th ey  re q u e s te d  in  th e  pen d in g  bu d g e t.  Out­

re ach  do es  no t ha ve  a h ig h  p r i o r i t y  in  th e  O ffi c e  o f Reven ue S h ari n g . The

P u b li c  P a r t ic ip a t io n  s t a f f  i s  no t ev en  ab le  to  a t te n d  re g io n a l co n fe re n c e s .

P r in te d  in fo rm a ti o n  i s  se n t ou t w it h  Re ven ue S hari ng  pa ym en ts an d o c c a s io n a l 

works ho ps  ha ve  be en  h e ld  a t  conven ti ons o f  c i t i z e n ’ s g ro u p s,  bu t th e r e  i s  no  

o p p o rtu n it y  to  work d i r e c t l y  w it h  lo c a l  o f f i c i a l s .  Herman P en ner , C hie f o f  

th e  P u b li c  P a r t ic ip a t io n  Co mp lia nce Bra nc h,  a t t r i b u t e s  much o f th e  non - 

co m pl ia nc e to  la c k  o f u n d e rs ta n d in g  of th e  p ro v is io n s  on th e  p a r t  o f  lo c a l

o f f i c i a l s .

A no th er  re aso n  fo r  th e  low  le v e l o f co m pl ia nc e i s  a re lu c ta n c e  to  ap p ly  

s a n c t io n s . S in ce  th e  re qu ir em en t we nt  in to  e f f e c t  on Ja nuar y  1,  19 77 , 356 

cases ha ve  be en  in v e s ti g a te d  and 260  p ro cessed  to  c lo s in g . Only  5 ca ses  ha ve  

be en  r e f e r r e d  to  th e  l e g a l  s t a f f  fo r  h e a r in g s . Altho ug h some go ve rn men ts

ha ve  ha d t h e i r  pa ym en ts te m p o ra ri ly  w it h h e ld  bec ause  th ey  d id  n o t re sp ond to
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O ff ic e  o f  Revenue Shar in g  i n q u i r i e s ,  no  go ve rn men t h as ha d i t s  paym en ts 

su sp en ded  fo r  non- co m plian ce  w it h  C it iz e n  P a r t ic ip a t io n  re q u ir em en ts .

Mr. Ch air man , th e  Leagu e o f Women V o te rs  r e i t e r a t e s  i t s  su p p o rt  fo r  th e  

co m pl ia nce  p ro v is io n s  o f  th e  G en er al  Revenue S hari ng  pr og ra m  an d u rg es t h e i r  

r e te n t io n  in  th e  re new al  l e g i s l a t i o n .  However , i t  a ls o  s tr o n g ly  u rg es th a t  

th e  O ff ic e  o f Reven ue S hari ng  be  g iv en  ad equate  re so u rc e s  to  im plem en t th e se  

p ro v is io n s . T hi s means th a t  th e re  sh ou ld  be  m o n it o ri n g  fo r  non-c om pli ance , 

in fo rm a ti o n  and t r a in in g  fo r  c i t i z e n s  an d o f f i c i a l s  o f  r e c ip i e n t  go ve rn m en ts  

an d v ig o ro us en fo rc em en t o f th e  law.

While we a re  n o t in  a p o s i t io n  to  p ro v id e  a d o l l a r  f ig u r e , we re q u e s t t h i s  

co mmitt ee  to  o b ta in  from ORS an e s ti m a te  o f  th e  fu nd in g  ne ed ed  to  en su re  

co m pl ia nc e w it h  th e  l e t t e r  o f  th e  law  an d to  b eg in  an o u tr e a c h  pr og ram  to

en su re  co m pl ia nc e w it h  th e  s p i r i t  o f th e  law .
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Mr. Boland. Thank you very much.
Who is the  next spokesman?
Mr. Ginsburg. I will add a few words to what  the league has 

said.
The four organizations you see here before you have been in­

volved in revenue sharing review and monitoring for at least six 
years, funded by the Clark Foundation, supplemented with funds 
from the  Rockefeller Foundation.

We sta rt with the simple belief that virgorous and informed 
citizen participation  in GRS is fundamental to the effective func­
tioning of the law. Without it all the rhetor ic about providing 
decision-making capability to those closest to the problem, local 
officials and  citizens, never tran slat es into action.

Without the ORS doing careful monitoring, too many of the 
39,000 jurisdic tions which receive GRS will not comply with the 
legislation and its regulations.

We feel in a st range  position to be he re urging more funds for an 
agency where Treasury , in whose jurisdictions  it falls, has not 
asked for those additional funds, but we think it is a very small 
accomplishment to boast, as the Office of Revenue Sharing does, 
tha t its administra tive costs are only one-tenth of one percen t of 
the total GRS allocations when that small, tiny amount only per­
mits, such an inadequate, small staf f to fulfill the task imposed by 
Congress.

As the League said, our own survey of 22 jurisdictions identifies 
many of the same kinds of deficiencies which the League found in 
its much large r survey.

Our main point is that both Congress and the public deserve to 
have a careful review of what local officials a re doing in the  way of 
implementing the law with provisions we thin k are very sound, 
very solid, and would indeed contr ibute  great ly to effective citizen 
involvement and participation  in decision-making.

The fact that there is low citizen involvement, as many studies 
show, we think is partly a result of the fact that  there has not been 
as vigorous and careful monitor ing of the GRS by the Office of 
Revenue Sharing. There has not been enough outreach, as the 
League points out.

There has not been any kind of technical assistance to local 
groups, and ther e has not been any regular identification of mecha­
nisms at the  local level that operate effectively to promote citizen 
participa tion. A program of $6.9 billion with 39,000 jur isdict ions is 
certain ly deserving of a much larger degree of assessment and 
evaluation  and careful review by the Office of Revenue Sharing 
which has jurisdic tion over it.

We hope the committee will consider giving it normal adequa te 
funds to carry  out t ha t job.

[The stat ement follows:]
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, Testimony
Center for Ccmmunity Change 

Subocnmittee on HUD and Independent Agencies 
of House Appropriations Conmittee 

May 13, 1980

My name is Woodrow Ginsburg and I serve as director of research and public 

policy for the Center for Ccmmunity Change. The Center is a  private nonprofit 

organization working to improve conditions for low income and disadvantaged 

citizens and the communities where they live. Currently, the Center provides 

various forms of technical assistance to several hundred local groups serving 

these constituencies on  economic development, housing, enployment, training, 

ooinnunity anti-crime activities and similar programs.

Several years ago the Center cooperating with  the same organizations appearing 

on this panel today conducted a najor monitoring of General Revenue Sharing (GRS). 

The findings from that study led us along with others to actively support the 1976 

amendments to GRS for strengthening provisions on citizen participation, public 

hearings for GRS and the overall budget, civil rights and nondiscrimination, and 

publicity for GRS actions by local government officials.

Earlier this year we canvassed public officials and community leaders in 22 

urban and rural jurisdictions on the implementation of GRS during the current 

fiscal year. Those jurisdictions were located in the northeast, south, southeast 

and the mid west. The survey examined how the various amendments of 1976 

influenced local government decisions. How local governments allocated 

GRS funds? What changes occurred in the extent of citizen participation?

Did the public have better information on hearings, the budget, and similar 

questions? What kind of civil rights and  nondiscrimination cases had been 

raised?

In all, the 22 jurisdictions during this last fiscal year received a total 

of $118.3 m i l l  i n n  in GRS funds. The smallest amount, $49,000, went to a county 

in Mississippi, the largest $23 million was for Boston, Massachusetts.
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I will focus on the findings from the survey on citizen participation and 

related issues and their implications for the level of activities b y the Office 

of Revenue Sharing (ORS). lb begin with we believe vigorous, informed citizen 

participation in GRS is fundamental to the effective functioning of the law.

Without it, all the rhetoric about providing power for decision making to those 

closest to the problems— local officials and citizens— never translates into 

action. Further, without careful monitoring by the ORS— which has the responsi­

bility for administering the law, and assuring that Congressional intent becomes 

operational— too many of the 39,000 jurisdictions which receive GRS will not 

comply with the legislation and its regulations.

We believe the ORS compliance staff is far too small to fulfill the task 

imposed by Congress when it revised the law in 1976 and greatly tightened require­

ments on citizen participation, civil rights, auditing and other provisions. While we 

focus on the question of citizen participation in this testimony, our  organization also 

strongly endorses the recommendations by  the members of the Revenue Sharing Reform 

Project on other compliance activities and staffing of ORS.

The findings from our survey provides ample evidence in all too many 

jurisdictions that local officials do not adequately publicize notices of hearings 

on GRS, that notices still are carried only in the classified section of the 

paper under legal notices, that senior citizens are not encouraged to become 

involved, that the overall budget and the GRS support for various programs are 

not publicized and that meetings on GRS are not held at times that are convenient 

to many citizens.

Attached is a listing based on our survey of the jurisdictions which failed 

to comply with various citizen participation requirements. In s umary there were 

10 jurisdictions of the 22 covered where our interviewers identified 21 examples 

of non-ccmpliance. Citizen awareness of GRS was reported as being typically low, 

and participation and involvement in GRS decisions was understandably also limited.

63-2 77  0 - 8 0 - 9 1
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A very low level of awareness of GRS and the opportunities it provides 
for citizens to participate in the budget process are also reported by 
regular Center staff which work with hundreds of groups across the
nation.

The ORS staff assigned to the citizen participation total six 
persons. At best so small a staff can prepare some limited printed 
materials on citizen participation questions and hope those documents 
get wide circulation. Little in the way of outreach is possible to 
communicate to local citizen groups how to play a more active role 
in their governments' GRS spending and the closely related broader 
budget questions. No form of expert technical assistance can be 
offered to even a sample of citizen groups to equip them with the 
capability of understanding and dealing with some of the complexities 
of local budgets and GRS. Yet without such skills all too often 
local groups are at a sharp disadvantage in assessing and affecting 
the fiscal decisions of their elected officials.

Also lacking is a regular reporting of mechanisms for citizen 
participation that have been employed effectively— models that could 
encourage groups elsewhere to adopt similar models.

Nor can so small a staff make even a tiny dent in auditing 
compliance by local officials on the various requirements on notices, 
hearings, access to budget documents and similar questions. Without 
such auditing and some form of sanction, local officials, in many 
jurisdictions, will ignore the law's provisions.
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We would therefore recommend that this Committee increase the 
size of the ORS staff responsible for the citizen participation 
aspects of the law so it can carry out its responsibilities more 
effectively. While clearly with 39,000 jurisdictions involved in 
GRS, only a sample of jurisdictions can be audited regularly, 
following up on complaints for non-compliance will be far more

I

timely than is possible now. Also it is clear from ample evidence 
that citizen participation features of the law are not being imple­
mented as Congress intended. A more adequate public participation 
unit in ORS could help correct that deficiency with technical assistance 
to local groups, reports on successful models of citizen participation, 
guides to the law and how citizens can be involved effectively, 
including how to identify and file complaints for non-compliance, 
publicity to cases of non-compliances and ORS steps to remedy such 
situations, and other related activities.

In light of the substantial size of the GRS program, the 6-9 
billion dollars allocated each year to over 39,000 jurisdictions, 
Congress and the public should be assured that at the local level 
procedures and administration of GRS reflect the spirit and letter 
of the law. A more adequately staffed Office of Revenue Sharing is 
essential to achieve that objective.

WGinsburg:5/7/80
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February 1980
CENTER FOR COMMUNITY CHANGE 

Revenue Sharing Reform Project 
Survey of 22 Jurisdictions

Information on Jurisdictions Which Did Not Comply Fully
With Citizen Participation Requirements

Cumberland County, Tenn.; Did not publicize hearings through radio, 
television, minority press.
Did not publish a summary of overall budget with GRS allocations 
prior to hearing
Did not notify public of availability of budget and supporting 
documents
Time of meeting not convenient for good attendance.

Sharkey County, Miss.: Did not publicize hearings through radio, 
television, and minority press.

Hollandale, Miss.: Did not publicize hearings through radio, 
television, and minority press.
Did not publish a summary of overall budget with GRS allocations 
prior to hearing.
Did not notify public of availability of budget and supporting 
documents.

Marks, Miss.; Took no special steps to involve senior citizens.
Did not notify public of availability of budget and supporting 
documents.

Birmingham, Alabama: Took no special steps to involve senior 
citizens.

New Orleans, La.: Time of meeting not convenient for good attendance. 
Held early on weekday mornings.

Toledo, Ohio: Did not publish a summary of overall budget with GRS 
allocations prior to hearing.
Took no special steps to involve senior citizens in hearings.

Lucas County, Ohio: Did not publicize hearings for GRS on radio, 
television or minority press.
Did not publish a summary of the overall budget with GRS allocations 
prior to hearing. Did not invite public comment on the budget and 
relationship to GRS.
Took no special steps to involve senior citizens.
Time of hearings not convenient for encouraging attendance.

Wayne County, Michigan: Took no special steps to involve senior citizens.

St. Louis, Missouri: Did not publish a summary of overall budget 
with GRS allocations prior to hearing.
Time of hearings not convenient for good attendance. Held early on weekday mornings.
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Mr. Boland. Thank you very much.
Mr. McKinney?
Mr. McKinney. Thank  you very much.
Mr. Chairman, we are  pleased to be here and speak on adequate  

funding for the  Office of Revenue Shar ing.
The primary emphasis of the Coalition in this project has been 

focused on the auditing portion of revenue sharing.
As you are probably aware, the Revenue Sharing Act, as it was 

amended in 1976, required every State or local unit receive $25,000 
or more in revenue sharing funds to have an independent audi t of 
its financial statements conducted in accordance with generally 
accepted audit ing standards not less than once every three years.

Now, to this end we prepared a paper writt en by Philip Dearborn 
who is well recommended in the field. He is a lecturer  at Howard 
University and also Vice President  of the Greater  Washington 
Research Center.

Mr. Boland. Was he appointed into some position recently?
Mr. McKinney. He is working closely with the government of 

the District of Columbia in increasing the ir accounting capabilities.
Anyway, you should have his paper tha t he developed, and we 

would like to submit tha t as an  addendum.
Mr. Boland. Tha t will be included with your remarks.
Mr. McKinney. From our study we can say that the present 

authorized audi t staff  of 25 positions, of which 19 are present ly 
filled, is, in our opinion, inadequate to cope with existing or fore­
seeable workloads. Even with all positions filled, it provides only 
one professional staff member for each 608 governments required 
to be audited; the  curre nt unders taffed ratio is one to 842.

A s taffing ratio this high permi ts only a very perfunctory audi t 
review a t the ORS and permits few field visits. The ORS s taff must 
rely heavily on S tate and private audi tors to verify that the audits  
are being performed according to generally accepted auditing 
standards and to verify compliance with such important requi re­
ments as those involving civil r ights, Davis-Bacon, c itizen participa­
tion and other  requirements.

As of May 1, 1980, some 32 percent of the nearly  11,000 govern­
ments subject to the audit  had not yet submitted one. Of those 
submitted nearly 2,000 were yet to be reviewed and of those re­
viewed 30 percent  were found e ithe r unacceptable or only partia lly 
acceptable.

There are still some 600 governments which have not yet re­
sponded with even the audit plan required by March 1, 1980, and 
yet they had thre e years to do so; the most recent audi t year 
having ended in December of 1979.

Currently, the audit division, which is reviewing roughly 500-600 
audits  per month, has a professional staff  of 13, many of whom are 
not accountants. Even if hal f of these reviews are done by State 
audit  agencies, as ORS has said, the burden per staf f member is 
enormous.

Under  such circumstances it is doubtful whether any audit re­
ceives the careful scrutiny it deserves, especially when the 13-part 
non-financial audi t includes scrutiny of:

Compliance with the Davis-Bacon Act when money is used for 
capital  expenditures, with civil rights and citizen partic ipation re-
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quirements, with requirements that accounts be maintained so tha t 
funds may be traced, with prohibition on use of funds for lobbying, 
as well as others.

At a minimum, a good audi t review would necessitate detailed 
examination of audit work papers, something  which the ORS has 
been unable to do to any significant  degree. The Office has con­
tracted out to the CPA firm, Deloitte, Haskins and Sells, roughly 
800 reviews, but  the Coalition feels this may not always be the  best 
way to build accountability  in the expenditure of public funds.

ORS claims tha t few jurisdic tions will miss the September 1 
deadline. Those which do not submit at least an audit plan are not 
supposed to receive thei r July  entit lements. Some of this delay in 
receiving audits may be attr ibuted to the lack of clearly defined 
timetables and penalties in the  early enforcement period.

During tha t time most of the attention of the audit ing division 
was directed toward reviewing and working with State audit  agen­
cies and independent public accountants to ensure  tha t the ir prac­
tices were in line with the requirements of the Act. Some 36 
percent of State agencies and 41 percent  of independent public 
accountants were found to have unsatisfactory practices and steps 
have been taken to work with these organizations to try  to bring 
them up to standards.

The ORS should be congra tulated for thei r job in working with 
the State audit  agencies and the independent public accountants . I 
understand tha t has produced a significant  change in the public 
accounting field.

Nonetheless, clearly the inability of some of these auditors to 
perform thei r work according to general ly accepted auditing stan d­
ards has also delayed submission of audits. Because some State 
auditors  are mandated  to perform all local audits in the ir States  
this inefficiency has in several cases involved whole States.

In order to maintain a high quality  of audit s even afte r all State  
agencies and independent public accoun tants have been endorsed 
as using generally accepted audit ing standards, the Coalition rec­
ommends tha t ORS perform detailed on-site reviews of auditors ’ 
work by sampling them or perhaps  periodically, over a few years, 
checking them all.

This would be impossible given cur ren t staff  levels. Indeed, there 
appears to be heavy reliance on State  audit agencies and big CPA 
firms to perform adequate  audits  and even upon State  agencies to 
review those audits  once they are completed. Responsibility for 
compliance rests finally with the Office of Revenue Sharing but, 
clearly, given affairs, ORS doesn’t have the resources necessary to 
meet this responsibility.

In its paper, the Coalition recommends performance of sample 
audits  of jur isdictions receiving less than $25,000 and to require 
annual audits  of all others since sound auditing of cumulat ive 
funding records is not possible otherwise. Annual audits  would be 
even more advisable were the General Revenue Sharing Program 
to become an authorization program. And increased ORS staff 
capacity would be absolutely necessary under  these circumstances.

In summary, because there is a continuous need to monitor State 
auditing  agencies and independent public accounts, because of the  
advisability of making periodic on-site audit  reviews, because of the
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massive number of audits to be reviewed and because of the time it 
takes  to establi sh adequate verification of compliance require­
ments, the Office of Revenue Sharing needs increased support to 
ensure tha t it has the capacity to carry  out its responsibil ities 
under  th e law thoroughly and effectively.

Thank you.
[The report follows:]
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G e n e ra l R ev en ue  S h a r in g  A u d it  R e q u ir em en ts

I n t r o d u c t io n

The 19 76  am en dm en ts  to  th e  g e n e r a l  re v e n u e  s h a r in g  a c t  r e q u i r e ,  i n  s im p le  
te rm s , t h a t  a l l  s t a t e  g o v e rn m e n ts , an d th o s e  l o c a l  gov ern m en ts  r e c e iv in g  
$ 2 5 ,0 0 0  o r  m or e i n  a n n u a l re v e n u e  s h a r in g  p ay m en ts , be a u d i t e d  a t  l e a s t  
on ce  by  an  in d e p e n d e n t a u d i t o r  i n  a c c o rd a n c e  w it h  g e n e r a l l y  a c c e p te d  a u d i t ­
in g  s t a n d a r d s ,  w i th in  th e  t h r e e  c a le n d a r  y e a r s  1977 , 19 78  an d 1979.

W hil e th e  am en de d la w  r e q u i r e s  t h a t  th e  a u d i t  i s  to  be c o n d u c te d  " f o r  th e  
p u rp o se  o f  d e te rm in in g  c o m p li a n c e  w it h  t h i s  t i t l e  ( g e n e r a l  re v e n u e  s h a r ­
in g ) "  ( S e c t io n  123, ( c ) ,  ( 1 ) , th e  im p le m en ti n g  r e g u l a t i o n s  d e f in e  th e  
sc o p e  o f th e  a u d i t s  to  in c lu d e  a f i n a n c i a l  a u d i t  o f  a l l  m on ie s o f  a r e c i p ­
i e n t  g o v ern m en t,  a s  w e l l  a s  a c o m p li a n c e  a u d i t .  T h is  e n la rg e m e n t o f  th e  
r e q u ire m e n ts  wa s n e c e s s a ry  b e c a u s e  re v e n u e  s h a r in g  mo ney  can  be  u se d  i n t e r ­
c h a n g e a b ly  w it h  a g o v e rn m en t’ s own mo ney  f o r  an y a c t i v i t y  p e rf o rm ed  by th e  
g o v ern m en t.  In  i n s t a n c e s  wh en  a r e c i p i e n t  gover nm en t g iv e s  re v e n u e  s h a r in g  
mo ney  to  a n o th e r  o r g a n i z a t i o n  to  sp e n d , th e n  th e  se c o n d a ry  r e c i p i e n t  m us t 
a l s o  have  i t s  u s e  o f th e  re v e n u e  s h a r in g  money  a u d i te d  by  an  in d e p e n d e n t 
a u d i t o r .

The  s p e c i f i c  o b j e c t i v e s  f o r  th e  r e q u i r e d  a u d i t s  a r e  t o :  (1 ) p e rf o rm  a 
f i n a n c i a l  a u d i t  o f a l l  o f  th e  r e c i p i e n t  g o v e rn m e n t' s  fu n d s , in c lu d in g  a 
re v ie w  o f  i n t e r n a l  c o n t r o l s ;  (2 )  i n s u r e  c o m p li a n c e  w it h  th e  r e q u ire m e n ts  
o f  th e  re v e n u e  s h a r in g  a c t  an d r e g u l a t i o n s ;  an d (3 ) r e c o n c i l e  th e  i n f o r ­
m a ti o n  s u p p l ie d  to  th e  C ensu s B ure au  w it h  a u d i te d  f i g u r e s  (O f f ic e  o f  Rev en ue  
S h a r in g , A u d it  G ui de  f o r  R ev en ue  S h a r in g  an d A n t i r e c e s s io n  F i s c a l  A s s is ta n c e  
R e c i p ie n t s , D ec em ber , 1977, p . 1 - 2 ) .  I t  i s  a l s o  e x p e c te d  t h a t  th e  a u d i t  
w i l l  v e r i f y  th e  in fo rm a t io n  c o n ta in e d  in  th e  r e q u i r e d  re v e n u e  s h a r in g  r e p o r t  
on  u s e  o f  fu n d s .

A co py o f  th e  a u d i t  r e p o r t  m us t be made a v a i l a b l e  to  th e  p u b l ic  an d to  th e  
l o c a l  news  m ed ia . In  a d d i t i o n ,  a co py m ust  be f i l e d  w it h  th e  O f f ic e  o f 
R ev en ue S h a r in g , e x c e p t t h i s  p r o v i s io n  i s  w ai ved  in  th o s e  i n s t a n c e s  w her e 
a f i l i n g  o f  th e  a u d i t  r e p o r t  w i th  a s t a t e  a u d i t  agency  i s  r e q u i r e d  by  s t a t e  
la w , an d i s  re v ie w ed  by th e  s t a t e  ag en cy  f o r  re v e n u e  s h a r in g  p u rp o s e s .

Th e 19 76  a u d i t  re q u ire m e n ts  make a s h a rp  d i s t i n c t i o n  b e tw een  th e  d u t i e s  
im po se d on  th e  a u d i t o r  who c o n d u c ts  th e  a u d i t  an d th e  r e c i p i e n t  govern m en t 
t h a t  a c c o u n ts  f o r  i t s  mon ey . Th e i n t e n t  o f  th e  re q u ir e m e n t i s  to  im pos e 
s t r i c t  d u t i e s  on  th e  a u d i t o r s  i n  p e r fo rm in g  a u d i t s -  b u t to  g iv e  w id e 
l a t i t u d e  to  th e  gov ern m en ts  in  th e  way  th e y  a c c o u n t an d r e p o r t  t h e i r  fu n d s .
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I f  re v en u e  s h a r in g  f o r  s t a t e s  i s  n o t re ne w ed , th en  s t a t e s  n o t confo rm in g  
to  th e  a u d i t  re q u ir e m e n ts  by  th e  Se pt em be r 1 d e a d l in e , c o u ld  be  p e n a li z e d  
o n ly  th e  q u a r te r ly  paym en t du e Se pt em be r 30 , 19 80 .

Im p li ed  G oa ls

I t  i s  a p p a re n t t h a t  th e  p o li c y  im p l ic a t io n s  o f th e  re v en u e  s h a r in g  a u d i t  
r e q u ir e m e n ts , a t  l e a s t  a s th ey  ha ve  bee n in te r p r e te d  and a p p l i e d ,  a r e  
much g r e a te r  th e n  m er ely  in s u r in g  co m pli an ce  w it h  th e  re v en u e  s h a r in g  
l e g i s l a t i o n .  One r e p o r t ,  f o r  ex am ple , has su g g est ed  t h a t  a s  a r e s u l t  o f 
th e  in d ep en d en t a u d i t  re q u ir e m e n t,  "L oca l v o te r s  wo uld  ha ve  a b e t t e r  id e a  
o f th e  r e a l i t y  o f m u n ic ip a l sp en d in g . The f e d e r a l  go ve rn m en t wou ld  have 
a b e t t e r  id e a  o f th e  t r u e  need s an d managem ent c a p a c it y  o f  s t a t e  an d l o c a l  
r e c i p i e n t s  o f th e  fu n d s . C onfi den ce in  de m oc ra cy , a t  a  low  p o in t  a f t e r  
th e  W at erg a te  c r i s i s ,  wo uld be  s t r e n g th e n e d ,"  (J oh n Tep pe r M a r li n , Sp en d­
in g  B li n d : Non -C om pl ianc e w it h  th e  Re venue Shari ng  A udit  R eq u ir em en ts , 
C o u n c il  on  M unic ip a l Perf o rm ance, J u ly  30 , 1979.)

The fo rm er  man ag er  of  a u d i t s  f o r  th e  re venue  sh a r in g  pr og ra m  h as n o te d  th e  
e f f e c t  of th e  pr og ram on th e  q u a l i t y  o f a u d it in g . He co n c lu d es  t h a t  "T he  
a u d i t  re q u ir e m e n ts  of th e  re v en u e  sh a r in g  a c t  ha ve  do ne  mo re to  im pr ov e 
th e  c a l i b e r  of s t a t e  an d lo c a l  go ve rn m en t a u d i t s  th an  an y o th e r  a c t io n  
ta k e n  to  d a te  a t  th e  n a t io n a l  l e v e l , "  (T . Ja ck  Gar y,  J r . ,  "A S in g le  A u d it  
o f F e d e ra l ly  A s s is te d  Pro gra m s? ",  P u b li c  A d m in is tr a ti o n  Rev iew, No . 4 , 
Ju ly /A u g u s t,  1979).

A noth er re venue  sh a r in g  o f f i c i a l  has co ncl uded  t h a t ,  " th e  1976  am endm ents 
to  th e  Re venue Shari ng  Act  ha ve ha d and  w i l l  c o n ti n u e  to  h ave  a s u b s t a n t i a l  
an d fa v o ra b le  im pac t on  th e  a u d i t  o f s t a t e  and lo c a l  g o v e rn m en ts ,”  (G le nn Z. 
F unkhouse r,  "E x p eri en ces w it h  th e  Re venue S hari ng  A udit  R e q u ir e m en ts ,"  
G over nm en ta l F in a n c e , V ol.  8,  No. 2 , Sep te m ber , 1979).

The  C o m p tr o ll e r G e n e ra l,  Elme r S t a a t s ,  in  a s ta te m e n t b e fo re  th e  S en a te  
Su bc om m itt ee  on In te rg o v e rn m e n ta l R e la ti o n s  on March 20 , 1980, p o in te d  o u t  
t h a t ,  "T he  O ff ic e  o f Re venue S h a r in g ’ s q u a l i ty  c o n tr o l  e f f o r t s  have le d  to  
a c tu a l  and p la nned  c o r re c t iv e  a c t io n s  whi ch  a re  im pro vin g th e  q u a l i t y  o f  
s t a t e  and lo c a l  g overn m en ts ’ a u d i t s .  S ta te  a g e n c ie s  an d p u b l ic  a c c o u n ti n g  
f ir m s  a re  p la c in g  more em phas is  on  i n t e r n a l  c o n tr o l  e v a lu a t io n s ,  a u d i t  
p la n n in g , t r a in in g ,  and  p e rso n n e l q u a l i f i c a t i o n  r e q u ir e m e n ts ."

In d eed , i t  i s  c le a r  th a t  an im p l i c i t  purp ose  o f th e  g e n e ra l re v en u e  s h a r in g  
a u d i t  re q u ir em en t has bee n to  g e n e ra ll y  im pr ov e th e  f i n a n c ia l  managem ent o f  
s t a t e  and lo c a l  gov er nm en ts  on  ,a  n a t io n a l  b a s i s .  However, i t  sh o u ld  be  
n o te d  th a t  many r e c ip ie n t  gov er nm en ts  a lr e a d y  go much be yo nd  th e  minimum  
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r e q u ire m e n ts  o f  th e  re v e n u e  s h a r in g  a c t .  F o r ex am p le , o f  28 l a r g e  c i t i e s  
r e c e n t ly  s u rv e y e d , a l l  28  r e g u l a r l y  hav e  a n  a n n u a l a u d i t ,  an d 13 ha d 
r e c e iv e d  c e r t i f i c a t e s  o f  c o n fo rm it y  to  g e n e r a l l y  a c c e p te d  a c c o u n ti n g  
p r i n c i p l e s  fr om  th e  M u n ic ip a l F in a n c e  O f f i c e r s  A s s o c ia t io n .  W hi le  n o t  a l l  
th e  a u d i t s  may hav e  b e e n  c o n d u c te d  i n  a c c o rd a n c e  w i th  g e n e r a l ly  a c c e p te d  
a u d i t  s t a n d a r d s ,  19 w er e a u d i te d  by  " b ig  e i g h t "  f i r m s  t h a t  g e n e r a l l y  
co m pl y w it h  th e  s t a n d a r d s .  Th us  th e  r e a l  i s s u e  i s  th e  e x te n t  to  w hi ch  
a u d i t  r e q u ire m e n ts  a r e  n eed ed  f o r  th o s e  g o v e rn m en ts  t h a t  do  n o t  c u r r e n t l y  
m e e t,  o r ex cee d  th e  a u d i t  r e q u ire m e n ts .

Us e o f  Rev en ue  S h a r in g  to  Im pr ov e S t a t e  and  L o c a l F in a n c i a l  Man agem en t

Ass um in g th e r e  i s  need  f o r  a c t i o n  by  th e  f e d e r a l  g overn m en t to  im pro ve 
s t a t e  an d l o c a l  g overn m en t f i n a n c i a l  m an ag em en t,  th e n  u se  o f  th e  re v e n u e  
s h a r in g  pro gra m  f o r  t h i s  p u rp o se  i s  r e a s o n a b le . In  th e  a f t e r m a th  o f  th e  
f e d e r a l  g o v e rn m e n t' s  l o s s  i n  N a t io n a l  L ea gue o f  C i t i e s  v . U se ry , th e r e  
hav e  been  d o u b ts  a b o u t t h e  a b i l i t y  o f  th e  f e d e r a l  g o vern m en t to  d i r e c t l y  
m an d a te , by  s t a t u e ,  r e q u ire m e n ts  on  s t a t e  an d l o c a l  g o v e rn m e n ts . As a 
r e s u l t ,  t h e r e  h a s  b een  re new ed  a t t e n t i o n  g iv e n  to  im p o sin g  r e q u ire m e n ts  
i n d i r e c t l y  a s  a c o n d i t io n  o f  f e d e r a l  g r a n t  p ro g ra m s .

G e n e ra l re v e n u e  s h a r in g  i s  an  e s p e c i a l l y  go od  v e h i c l e  f o r  su ch  re q u ire m e n ts  
b e c a u s e  i t  p ro v id e s  a  s i g n i f i c a n t  am ou nt  o f  d i s c r e t i o n a r y  mo ney  to  e v e ry  
s t a t e  an d g e n e r a l  p u rp o se  l o c a l  g o v ern m en t.  Ev en  w i th  tl .e  $ 2 5 ,0 0 0  c u t o f f  
f o r  im posi ng  th e  a u d i t  r e q u i re m e n ts , 1 0 ,9 4 6  g o v e rn m en ts  w i l l  be  s u b j e c t  to  
th e  r e q u i re m e n ts , (K en t A. P e te r s o n , " S ta te m e n t B e fo re  th e  S ubco m m it te e 
on  In te rg o v e rn m e n ta l  R e la t io n s  o f  th e  S e n a te  C om m it te e on  In te rg o v e rn m e n ta l  
A f f a i r s , "  March  2 5 , 1 9 8 0 ) . And t h i s  d o es n o t  in c lu d e  se c o n d a ry  r e c i p i e n t s ,  
su ch  a s  s c h o o l  d i s t r i c t s .  W hi le  i t  i s  p o s s i b l e  t h a t  som e gov ern m en ts  may 
i n t e n t i o n a l l y  r e f u s e  re v e n u e  s h a r in g  r a t h e r  th a n  co m pl y w it h  th e  ac co m pa ny ­
in g  r e q u i r e m e n ts ,  t h e r e  i s  no  i n d i c a t i o n  t h a t  t h i s  i s  l i k e l y  to  o c c u r .

The d i f f i c u l t  p u b l i c  p o l i c y  a s p e c t  o f  u s in g  re v e n u e  s h a r in g  to  im pro ve 
s t a t e  an d l o c a l  govern m en t f i n a n c i a l  m an ag em en t i s  d e te rm in in g  w ha t sh o u ld  
s p e c i f i c a l l y  be  r e q u i r e d ,  an d e n fo rc in g  w hat  i s  r e q u i r e d .  D e c is io n s  
r e g a r d in g  re v e n u e  s h a r in g  a u d i t s  w er e made to  s p e c i f i c a l l y  in c lu d e  som e 
r e q u ire m e n ts  w h il e  e x c lu d in g  o t h e r s .  T ho se  r e q u ire m e n ts  in c lu d e d  a r e :  a 
f i n a n c i a l  a u d i t  f o r  a l l  fu n d s ; th e  a u d i t  to  be  p e rf o rm e d  in  a c c o rd a n c e  w it h  
g e n e r a l ly  a c c e p te d  a u d i t i n g  s t a n d a rd s ;  th e  a u d i t o r s  to  be  in d e p e n d e n t , w i th  
a s t r i c t  d e f i n i t i o n  o f in d e p e n d e n c e ; a u d i t i n g  o f  se c o n d a ry  r e c i p i e n t s ;  an d 
a  co m p li a n c e  a u d i t ,  b u t  o n ly  f o r  g e n e r a l  re v e n u e  s h a r in g  r e q u i r e m e n ts . 
E xcl uded  w er e su c h  p o t e n t i a l  r e q u ire m e n ts  a s :  f i n a n c i a l  s ta te m e n ts  i n  a c c o rd
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ance  w it h  g e n e r a l ly  accep te d  a cc o u n ti n g  p r in c ip l e s ;  a u d i t i n g  f o r  co m p li an ce  
w it h  o th e r  f e d e r a l  g ra n t re q u ir e m e n ts ; a u d it in g  fo r  e f f i c ie n c y  an d e f f e c ­
t iv e n e s s ;  an n u a l a u d i t s ;  and  a u d it in g  s m a ll e r  go ver nm en ts  r e c e iv in g  l e s s  
th an  $25 ,0 00 .

A r e p r e s e n t a t i v e  o f th e  M unic ip a l F in an ce  O ff ic e rs  A s s o c ia t io n  h a s  s t a t e d  
t h a t  p r o f e s s io n a l  f in a n c e  o f f i c e r s  wo uld l ik e  to  s e e , ’’s t a t e  an d l o c a l  
gover nm en ts  a u d it e d  on an  an n u al b a s i s  a c c o rd in g  to  g e n e r a l ly  a c c e p te d  
a u d i t in g  s ta n d a rd s  and our go ver nm en ts  to  fo ll o w  g e n e ra ll y  a c e p te d  a c c o u n t­
i n g ,"  (F o u n ta in , p . 1 0 ) . Ho we ver, th ey  b e li e v e  t h i s  sh o u ld  be  b ro u g h t 
a b o u t by  s t a t e  a c t io n ,  perh ap s th ro ugh  th e  s t a t e  co m m is si on s p ro pose d  by  
th e  P r e s id e n t .

In  com pari so n w it h  t h i s  b ro ad  g o a l,  th e  1976 am endm ent s to  th e  g e n e ra l 
re v en u e  s h a r in g  a c t  were much mo re m odest . In s te a d  o f a u d i t in g  a l l  s t a t e  
an d l o c a l  govern m ents , on ly  th o se  r e c e iv in g  $25 ,0 00  o r  mo re a n n u a ll y  w er e 
c o v e re d . In s te a d  o f an n u a l a u d i t s ,  a u d i t s  o n ly  on ce  ev ery  th re e  y e a r s  w ere  
r e q u ir e d .  And w hil e  th e  a u d i t s  a r e  re q u ir e d  to  be  do ne  in  acco rd an ce  w it h  
g e n e ra ll y  a c c e p te d  a u d it in g  s ta n d a rd s , th e r e  I s  no  re q u ir e m e n t f o r  fo ll o w ­
in g  g e n e r a l ly  acc ep te d  a c c o u n ti n g  p r i n c i p l e s .

T h is  e v a lu a t io n  o f th e  197 6 re ven ue s h a r in g  a u d i t  am endm ents w i l l  lo o k  i n  
two d i r e c t i o n s :  ha ve  th e  re q u ir e m e n ts  ach ie v ed  t h e i r  g o a ls ;  and sh o u ld  
chan ges be  made to  them in  c o n s id e r in g  th e  1980 re new al o f  re v en u e  s h a r in g ?

S ucces s to  Dat e

Ju d g in g  th e  e f f e c t  o f th e  a u d it  p ro v is io n s  o f  re ven ue s h a r in g  r e q u ir e s  
c o n s id e r a ti o n  of th re e  b a s ic  i s s u e s :

1 . Has i t  in duce d u n au d it ed  c i t i e s  to  become a u d it e d ?

2. Have  p re v io u s ly  a u d it e d  c i t i e s  im pr ov ed  t h e i r  a u d i t s ;  an d 
t h e i r  f i n a n c ia l  ma nageme nt?

3 . Hav e th e  re q u ir e d  a u d i t s  p ro v id ed  s a t i s f a c to r y  a s su ra n c e  
t h a t  th e  re q u ir e m e n ts  o f  th e  re v en u e  sh a r in g  a c t  hav e 
bee n me t?

Whil e some o f th e  ke y in fo rm a ti o n  ne ed ed  to  an sw er  th e s e  q u e s t io n s  i s  n o t 
a v a i l a b l e ,  th e r e  i s  g e n e ra l e v id en ce  a v a i l a b le  on whi ch  to  make  ju d g m en ts , 

o Have p re v io u s ly  u n a u d it e d  c i t i e s  become a u d it e d ?

The  197 6 am endm ent s r e q u ir e  a lm ost  11 ,0 00 re ven ue s h a r in g  
r e c ip ie n t s  to  ha ve  an  a u d i t .  Some o f th o se  11 ,0 00  gover nm en ts  
wer e c e r t a in ly  no t a u d it e d  p r i o r  to  th e  re ven ue  s h a r in g
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r e q u ire m e n ts . H ow ev er , th e  e x a c t  nu mbe r t h a t  w i l l  be  a u d i t e d  
f o r  th e  f i r s t  ti m e  i s  im p o s s ib le  to  d e te rm in e  e x a c t ly  f o r  
s e v e r a l  r e a s o n s .

F i r s t ,  th e r e  i s  no  a c c u r a te  c o u n t o f  how man y gov ern m en ts  
w er e a l r e a d y  a u d i t e d  p r i o r  to  t h e  re v e n u e  s h a r in g  r e q u i r e ­
m e n ts . A 1977  s u rv e y  fo und  t h a t  44 s t a t e s  r e q u i r e s  c o u n t ie s  
to  be a u d i t e d ,  an d 42 s t a t e s  r e q u i r e d  m u n i c i p a l i t i e s  to  be  
a u d i t e d ,  (J am es  R.  F o u n ta in , J r . ,  "T est im o n y  on  G e n e ra l 
Rev en ue  S h a r in g ,"  S e n a te  Subco m m it te e on  In te rg o v e rn m e n ta l  
R e la t i o n s ,  C om m it te e on  G overn m en ta l A f f a i r s ,  M arch  25 , 19 80 ; 
A ppend ix , T a b le  I I ) .  T h ere  i s ,  o f  c o u r s e , no  a s s u ra n c e  t h a t  
j u s t  b e c a u s e  s t a t e  la w s in  m os t s t a t e s  have  r e q u i r e d  a u d i t s ,  
th e  s t a t e s  have  v ig o r o u s ly  e n fo rc e d  th e  r e q u i r e m e n ts . In  
th o s e  s t a t e s  t h a t  do  n o t r e q u i r e  a u d i t s ,  su ch  a s  T ex as  an d 
V i r g in ia  ( m u n i c i p a l i t i e s ) ,  i t  a p p e a r s  t h a t  m ost  m a jo r  j u r i s ­
d i c t i o n s  w er e b e in g  a u d i t e d .  T h u s,  th e r e  w er e p ro b a b ly  n o t 
a l a r g e  nu mbe r o f  u n a u d i te d  go v ern m en ts  a t  th e  ti m e  o f  th e  
am en dm en ts .

The o t h e r  d i f f i c u l t y  w it h  a n s w e ri n g  th e  q u e s t io n  i s  th e  f a c t  
t h a t  4 ,5 2 9  g o v ern m en ts  had  n o t f i l e d  t h e i r  r e q u i r e d  a u d i t s  
by  M arch  21 , 19 80  ( P e te r s o n , p . 5 ) .  A ju dgm en t a b o u t w h e th e r 
th e s e  g o v ern m en ts  w i l l  co m pl y w i th  th e  r e q u ire m e n ts  c a n n o t be  
ma de u n t i l  th e  Sep te m ber  1 , 19 80  f i n a l  d e a d l in e  f o r  f i l i n g  
a u d i t  r e p o r t s  h a s  m ass ed .

T h e re f o r e , w h il e  som e g o v e rn m en ts  w er e p r e v io u s ly  u n a u d i te d , 
th e r e  i s  s t i l l  u n c e r t a i n t y  o v e r th e  e x a c t  num ber , an d w h e th e r 
a l l  o f  th em  w i l l  co m pl y w ith  th e  a u d i t  r e q u ire m e n t .

o Ha ve a u d i t e d  c i t i e s  im pro ved  t h e i r  a u d i t s ?

Two f e a t u r e s  o f  th e  re v e n u e  s h a r in g  a u d i t  r e q u ire m e n ts  w er e 
e x p e c te d  to  im pro ve th e  a u d i t s  o f  r e c i p i e n t  g o v e rn m e n ts . T he se  
f e a t u r e s  a r e  th e  r e q u ir e m e n t t h a t  th e  a u d i t o r s  by  t r u l y  " in d e ­
p e n d e n t ,"  an d t h a t  th e  a u d i t s  be  co n d u c te d  i n  a c c o rd a n c e  w it h  
g e n e r a l l y  a c c e p te d  a u d i t i n g  s t a n d a r d s .  In  th e s e  two  a r e a s  th e  
O f f ic e  o f  Rev en ue  S h a r in g  h a s  d i r e c t e d  much  o f  i t s  e n fo rc e m e n t 
e f f o r t s .  A l l  63  s t a t e s  a u d i t  a g e n c ie s  in v o lv e d  in  c o n d u c ti n g  
a u d i t s  a t  th e  s t a t e  an d l o c a l  l e v e l s  hav e b een  re v ie w e d  to  
d e te rm in e  b o th  in d e p e n d e n c e  an d c o n fo rm it y  to  a u d i t  s t a n d a r d s .  
In  a d d i t i o n ,  217  in d e p e n d e n t p u b l i c  a c c o u n ta n ts  hav e been  
re v ie w e d  f o r  c o n fo rm it y  to  a u d i t  s t a n d a rd s  ( I b i d ,  P e t e r s o n ) .
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The  i n i t i a l  re v ie w  o f th e  63 s t a t e  a u d i t  a g e n c ie s  fo un d t h a t  
23  o r  36% of them ha d a u d it  p r a c t ic e s  o r  p ro c ed u re s  n o t i n  
com pli ance  w it h  re ven ue sh a r in g  re q u ir e m e n ts , o r  wer e u n a b le  
to  do re ven ue sh a r in g  a u d i t s .  By Ja n u a ry  31 , 19 80 , 8 ch an ge d 
t h e i r  a u d it in g  p r a c t ic e s  to  co mply;  2 s t a t e s  e le c te d  t o  hav e 
th e  re q u ir e d  a u d i t s  do ne  by  in d ep en d en t p u b l ic  a c c o u n ta n ts  
in s te a d  o f th e  s t a t e  a u d i to r s ;  and 13 s t a t e s  wer e in  th e  p ro c e s s  
o f  ch an g in g  t h e i r  p o l i c i e s  so  a s  to  comp ly by Decem ber  3 1 , 19 81  
(A lt m an, p . 1 1 ).

S im ila r ly ,  th e  O ff ic e  o f Re venu e S h ari n g  re v ie w  of th e  wor k o f  
217 in d ep en d en t p u b li c  a c c o u n ta n ts , p ic k ed  because  th ey  w er e 
th o u g h t mos t l i k e l y  to  nee d im pr ov em en t,  fo un d 90 f ir m s  o r  41% 
d id  n o t f u l ly  mee t th e  a u d it in g  re q u ir e m e n ts . Ho we ver, 95% 
hav e su b se q u e n tl y  in d ic a te d  th ey  w i l l  make ch an ge s to  co nfo rm  
w it h  th e  a u d it  s ta n d a rd s  (A ltm an , p . 1 1 ).

T her e  a re  s e v e ra l  wa ys in  which  im pr ov em en ts  m ig ht be  cau se d  
by  a u d i t in g .  Fo r ex am ple , a u d i to r s  mus t a s su re  th em se lv es 
t h a t  minimum c r i t e r i a  a re  m et , an d mus t s t a t e  in  t h e i r  a u d i t  
o p in io n , i f  th ey  a re  n o t . The se  c r i t e r i a  in c lu d e : a c c o u n ti n g  
th a t  ma kes i t  p o s s ib le  to  sa fe g u a rd  re so u rc e s  and to  p re p a re  
f i n a n c ia l  s ta te m e n ts  in  co n fo rm it y  w it h  g e n e ra ll y  a c c e p te d  
a cc o u n ti n g  p r in c ip le s ;  a b i l i t y  to  pro duce f i n a n c ia l  in fo rm a ti o n  
in  a  c u r re n t  an d a c c u ra te  c o n d it io n  d i r e c t l y  fro m th e  go v ern ­
m en t’ s books;  and s a fe g u a rd in g  o f  r e c o rd s .

The G en era l A cc ounti ng  O ff ic e  ex am ined  161  s t a t e  an d l o c a l  a u d i t  
r e p o r t s  an d ac co mpa ny in g p u b l ic  a c c o u n ti n g  f i rm s ' ma nageme nt 
l e t t e r s  in  a re c e n t  su rv ey , an d fo un d 886 d e f ic ie n c ie s  in  
f i n a n c i a l  ma nagem ent were c i t e d .  W hi le  mos t o f  th e  d e f i c ie n c ie s  
wer e m in or,  some were r e p o r te d  to  be  "m aj or w ea knes se s i n  th e  
gov er nm en ts * f i n a n c ia l  ma nagem ent sy s te m s ."  (GAO, p . 1 5 ) . T h a t 
th e  a u d i t s  im pr ov ed  f i n a n c ia l  ma nagem ent d e f ic ie n c ie s  wa s 
v e r i f i e d  by  a su b seq u en t G en era l A cco unti ng  O ff ic e  c e r t i f i c a t i o n  
t h a t  87% o f th e  d e f ic ie n c ie s  hav e been  c o r re c te d  by  th e  go v ern ­
m en ts . I f  t h i s  re c o rd  c o n ti n u e s  in  th e  f u tu r e ,  i t  w i l l  mean 
s u b s t a n t i a l  im pr ov em en ts  hav e o ccu rr e d  a c ro s s  th e  c o u n tr y  in  
go ver nm en t i n t e r n a l  c o n tr o l  p ro c ed u re s  an d o th e r  a s p e c ts  o f  
b a s ic  f i n a n c ia l  ma nag ement  sy s te m s.
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o Ha ve th e  a u d i t  r e q u ire m e n ts  p ro v id e d  a s s u r a n c e  t h a t  
o th e r  re v e n u e  s h a r in g  r e q u ire m e n ts  hav e  b e e n  m et ?

T h is  i s  th e  key  q u e s t io n  b e c a u s e  i t  p ro v id e s  th e  r a i s o n  d ’ e t r e  
f o r  th e  e n t i r e  a u d i t i n g  r e q u i r e m e n ts . A u d i to r s , in  a d d i t i o n  
to  c o m p le ti n g  a f i n a n c i a l  a u d i t  o f  th e  r e c i p i e n t  g o v ern m en t,  
a r e  s p e c i f i c a l l y  r e q u i r e d  to  d e te rm in e  c o m p li a n c e  w ith  th e  
f o l lo w in g  p r o v i s io n s  in  th e  la w :

. S e p a r a te  t r u s t  fu n d  o r  ban k  a c c o u n t 

. Sp end fu n d s  w i th in  24 m ont hs

. F o ll o w  s t a t e  and  l o c a l  la w s a p p l i c a b l e  to  own fu n d s

. P ro p e r  u se  o f  fu n d s  s p e n t f o r  re d e m p ti o n  o f  d e b t

. C om pli ance  w ith  D av is -B aco n  A c t,  wh en a p p l i c a b l e

. Pay  w ag es  a t  r a t e s  p r e v a i l i n g  f o r  o th e r  gover nm en t em plo yees

. M a in te n an ce  o f  t r a n s f e r  e f f o r t  ( a p p l i c a b l e  to  s t a t e s  o n ly )

. Spe nd  In d ia n  t r i b e  an d A la sk an  v i l l a g e  fu n d s  o n ly  f o r  b e n e f i t  
o f  mem bers

. M a in ta in  a c c o u n ts  so  a s  to  p e rm it  t r a c i n g  o f  fu n d s  to  a  l e v e l  
a d e q u a te  to  e s t a b l i s h  co m p li an ce

. M a in ta in  a c c o u n ts  so  a s  to  p e rm it  p r e p a r a t io n  o f  u se  r e p o r t

. P u b l i s h  r e p o r t s ,  h o ld  r e q u i r e d  h e a r i n g s ,  an d p ro v id e  n o t i f i ­
c a t i o n  o f  h e a r in g s

. C i v i l  r i g h t s  r e s t r i c t i o n s

. P r o h i b i t i o n  on  u se  o f  fu n d s  f o r  lo b b y in g

T h is  mea ns  t h a t  n o t  o n ly  sh o u ld  th e  a u d i t o r  d e te rm in e  t h a t  money  
s p e n t  f o r  c a p i t a l  im pro vem ents  i s  p r o p e r ly  a c c o u n te d  f o r  an d 
r e c o r d e d , b u t  f o r  ex am p le , t h a t  th e  re v e n u e  s h a r in g  a c t ’ s D a v is -  
Bac on  r e q u ire m e n ts  w er e co m p li ed  w it h  in  th e  sp e n d in g  o f  re v e n u e  
s h a r in g  f o r  c a p i t a l  p u rp o s e s . Th ey  sh o u ld  a l s o  v e r i f y  th e  
a c c u ra c y  o f  th e  c e n s u s  d a ta  s u b m it te d  by  th e  g o v e rn m en t,  an d th e  
re v e n u e  s h a r in g  u s e  r e p o r t .
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T h ere  sh o u ld  be few p ro b le m s w it h  a u d i t o r s  v e r i f y i n g  th e  e x i s t e n c e  o f  a 
t r u s t  fu nd  o r  s e p a r a t e  ban k  a c c o u n ts , b u t  th e s e  r e q u ire m e n ts  a r e  h a r d ly  a 
m a jo r c o n c e rn  o f  m ost  p e o p le . On th e  o th e r  h a n d , d e te rm in in g  c o m p li a n c e  
w ith  th e  c i v i l  r i g h t s  o r  D av is -B aco n  r e q u i r e m e n ts ,  tw o im p o r ta n t  p r o v i s i o n s ,  
may be v e ry  d i f f i c u l t  f o r  a u d i to r s  to  do  e f f e c t i v e l y .

Th e O f f ic e  o f  Rev en ue  S h a r in g  r e p o r t s  t h a t  th ro u g h  e a r l y  1980 , i t  h a s  p ro ­
c e s s e d  1 ,9 0 0  co m p li a n c e  c a s e s  in v o lv in g  su ch  i s s u e s  a s  w h e th e r  a t r u s t  fu n d  
h a s  been  e s t a b l i s h e d ,  co m p li an ce  w it h  t h e  D av is -B aco n  r e q u i r e m e n t , an d 
c o m p li a n c e  w ith  th e  p r o c e d u r a l  r e q u ire m e n ts  o f  s t a t e  an d l o c a l  la w s . 
( P e te r s o n ,  p . 5 ) .  M os t o f  th e s e  c a s e s  hav e b een  d e r iv e d  fr om  th e  a u d i t  
r e p o r t s .  No c a t e g o r i z a t i o n  o f  th e  e x a c t  n a tu r e  o r  s e v e r i t y  o f  th e  1 ,9 0 0  
c a s e s  i s  a v a i l a b l e .

An a c c u r a te  d e te r m in a t io n  o f  th e  e f f e c t i v e n e s s  o f  t h e  a u d i t o r s  in  e n f o r c in g  
c o m p li a n c e  w ould  r e q u i r e  a t  th e  l e a s t ,  a d e t a i l e d  re v ie w  o f  th e  a u d i t  w o rk - 
p a p e r s ,  so m e th in g  t h a t  h a s  n o t b een  do ne  to  any  s i g n i f i c a n t  e x t e n t  by  th e  
O f f ic e  o f R ev en ue S h a r in g , o r  G e n e ra l A c c o u n ti n g  O f f i c e .  I t  a p p e a r s  t h a t  
th e  p ri m a ry  em p h as is  h a s  b een  p la c e d  on  im p ro v in g  f i n a n c i a l  a u d i t s ,  an d 
t h a t  a ju d g m en t on  th e  e f f e c t i v e n e s s  o f  co m p li a n c e  a u d i t s  w i l l  r e q u i r e  
f u r t h e r  a n a l y s i s .  —

C o n c lu s io n s

In  su mmary,  th e  a n sw ers  to  th e  ab ove q u e s t io n s  show  t h a t  th e  b e n e f i c i a l  
e f f e c t s  o f  th e  19 76  a u d i t  am en dm en ts  w h il e  ho pe d f o r ,  a re  s t i l l  n o t a s  
c l e a r l y  a p p a r e n t  a s  som e r e p o r t s  have  i n d i c a t e d .  Th e p ro b le m s o f  e v a lu a ­
t i o n  a r e  b a s i c a l l y  tw o fo ld — th e  s t a t u s  o f  th e  g o v e rn m e n ts ' f i n a n c i a l  
m an ag em en t p r i o r  to  th e  im p o s i t io n  o f th e  a u d i t  r e q u ire m e n ts  i s  n o t  c l e a r ,  
an d th e  e x t e n t  to  w hic h  th e  g o v ern m en ts  w i l l  f u l l y  co mply w ith  th e  r e q u i r e ­
m en ts  re m a in s  u n c e r t a i n .  N e v e r th e le s s , th e  g o a ls  o f  th e  19 76  a u d i t  am end­
m en ts  se em  v a l i d ,  an d m ost  o b s e rv e r s  e x p r e s s  c o n f id e n c e  t h a t  o v e r  th e  
lo n g e r  te rm  th e y  w i l l  be  b e n e f i c i a l  an d w i l l  a s s u r e  c o m p li a n c e  w i th  th e  
re v e n u e  s h a r in g  a c t .

P o s s ib le  19 80  Am endm en ts

Th e q u e s t io n  th e n  a r i s e s  a s  to  w hat  a u d i t  ch an g es  now need  to  b e  made to  
im pro ve th e  la w , a s  i t  i s  c o n s id e re d  f o r  re n e w a l i n  1980 . S e v e r a l  i s s u e s  
a r e  l i k e l y  to  b e  c o n s id e re d , an d ea ch  n e e d s  t o  be  c o n s id e re d  in  th e  l i g h t  
o f  e x p e r ie n c e  to  d a t e .  T hes e i s s u e s  can  be  c o n s id e re d  in  th e  fo rm  o f  
q u e s t io n s  a s  f o l lo w s :
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o Sho ul d s t a t e  and lo c a l  go ver nm en ts  be r e q u ir e d  to  m a in ta in  
t h e i r  a cco u n ts  and r e p o r t  in  acco rd an ce  w it h  g e n e ra ll y  
accep te d  a c c o u n ti n g  p r in c ip le s ?

The e x i s t i n g  re ven ue sh a r in g  a u d it  re q u ir e m e n ts  do  n o t r e q u i r e  
f i n a n c ia l  s ta te m e n ts  p re p are d  i n  c o n fo rm it y  w it h  g e n e ra ll y  
acc ep te d  a c c o u n ti n g  p r in c ip l e s .  Some hav e su g g est ed  ta k in g  th e  
n e x t s te p  by r e q u ir in g  th e  r e c i p ie n t  govern m en ts ’ f i n a n c ia l  
s ta te m e n ts  to  be  p re p are d  in  c o n fo rm it y  w it h  acc ep te d  a c c o u n ti n g  
p r i n c i p l e s ,  a s  a  r e q u i s i t e  f o r  re c e iv in g  re venue  s h a r in g  fu n d s . 
W hi le  th e r e  i s  g e n e ra l ag re em en t on  th e  d e s i r a b i l i t y  o f  co nf or m ­
in g  to  accep te d  acc o u n ti n g  p r i n c i p l e s ,  s e v e ra l  s i g n i f i c a n t  
o b je c t io n s  e x i s t  to  in c lu d in g  su ch a  re q u ir em en t i n  th e  1980 
am endm ent s to  th e  la w .

F i r s t ,  and p e rh ap s mos t im p o r ta n t,  th e r e  i s  no in fo rm a ti o n  
a v a i l a b le  on th e  f e a s i b i l i t y  o r  c o s t o f su ch  a re q u ir e m e n t.  To 
e n ac t a re q u ir em en t th a t  s i g n i f i c a n t  nu mbe rs  o f  gover nm en ts  co u ld  
n o t l e g a l l y ,  p r a c t i c a l l y ,  o r  f i n a n c ia l ly  comp ly w it h  wou ld  mean 
e i t h e r  a r b i t r a r i l y  st o p p in g  re venue  s h a r in g  pa ym en ts  to  man y 
govern m ents , o r s e t t i n g  up a maze  of w a iv er p r o v is io n s . Th e 
re q u ir em en t would  be  p a r t i c u l a r ly  tr oub le so m e f o r  gover nm en ts  
t h a t  a re  c u r r e n t ly  re q u ir e d  by  s t a t e  law  to  acco u n t o r  r e p o r t  
on some o th e r  b a s i s .  Th roug h Ja n u ary  19 80 , th e  O ff ic e  o f  Rev en ue  
S hari ng  has fo un d th a t  on ly  about h a l f  o f  th e  r e c i p i e n t s  go v ern ­
m en ts  ha d r e p o r t s  p re p are d  on g e n e ra ll y  accep te d  a c c o u n ti n g  
p r in c ip l e s  b a s i s .

Se co nd , th e r e  wo uld be  pro ble m s o f d e f in i t i o n  an d i n t e r p r e t a t i o n .  
U n le ss  th e  f e d e r a l  go ve rn men t i s  w i l l in g  to  p r e s c r ib e  g e n e r a l ly  
acc ep te d  a cc o u n ti n g  p r in c ip l e s ,  i t  wo uld  ha ve to  r e ly  on  no n­
govern m enta l a u th o r i t i e s  to  do so . At  p r e s e n t ,  th e  a p p r o p r ia te  
n o n -g o v e rn r. en ta l a g en c ie s  to  e s t a b l i s h  su ch p r in c ip le s  i s  i n  
d is p u te .

T h ir d , th e  jo b  o f e n fo rc in g  th e  p re s e n t a cc ep te d  a u d i t  s ta n d a rd s  
a p p ea rs  to  be  to u g h er th an  a n t i c ip a te d ,  an d may r e q u ir e  s e v e r a l  
mo re y e a rs  to  com ple te . To now add a d d i t io n a l  a c c o u n ti n g  an d 
r e p o r t in g  re q u ir e m e n ts  wo uld  be  d i s r u p t iv e  a t  b e s t ,  an d co u ld  
je o p a rd iz e  th e  e n t i r e  e f f o r t  by  g a lv a n iz in g  p o l i t i c a l  o p p o s i t io n .  
D e la y in g , a t  l e a s t  u n t i l  th e re  i s  f u l l  co m pli an ce  w it h  th e  a u d i t  
s ta n d a rd s , wo uld perm it  im pr ov em en ts  in  mo re m an ag ea bl e s t e p s .
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And finally, the Advisory Commission on Intergovernmental 
Relations and others have urged that under our system of 
federalism, the regulation of state and local government 
accounting should appropriately be left to the states.
State constitutions, government organization, and local 
customs have resulted in a wide diversity of accounting 
procedures among governments. While all governments should 
adhere to the same basic national accounting principles, it 
is argued that the timing and means of reaching such a point 
can best be determined by each state. It was in reflection 
of this view that the President suggested that the revenue 
sharing act be amended to provide an incentive for states to 
take the necessary steps to begin such a process by appoint­
ing fiscal study commissions.

o Should the audits be required more frequently then 
once every three years?

Most private organizations and many governments are routinely 
audited every year. Auditing only once every three years 
implies that improper use of public money or non-compliance 
with the law is acceptable in some years but not in others.
As a practical matter, balance sheet assets and liabilities are 
cumulative, and it is hard to understand how they can even be 
accurately determined when some prior years have not been audited 
The General Accounting Office, for this reason, has declared 
that, "an audit restricted to financial transactions for the 
designated year (1 out of 3 years now required to be audited) 
is, of necessity, incomplete," (U.S. General Accounting Office, 
Draft of a Proposed Report, Revenue Sharing Act Audit Require­
ments are Improving Audits of State and Local Governments, 
undated). The objections to annual audits are based on costs 
and lack of auditors to make the audit.

Only limited cost data is available for the existing require­
ments, but this information estimates the audit costs have been 
from .08 percent to 2.30 percent of the three-year revenue 
sharing payment. One large county had costs of only .23 percent 
of its three-year revenue sharing receipts (GAO, p. 19). It is 
likely that these costs are higher for the initial audits, and 
would be less on an annual basis because of the audits being 
routine and continuous from year to year. Therefore, it is 
unlikely that the cost of annual audits should exceed 1% of 
revenue sharing receipts, and for most governments it would 
be much less. It should also be noted that for the large number 
of governments already being audited annually, there would be 
little or no increased cost.
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The more d i f f i c u l t  o b je c t io n  to  an n u a l a u d i t s  i s  t h a t  many 
s t a t e  a u d i t  s t a f f s  a r e  in ad e q u a te  to  a u d i t  a l l  lo c a l  govern ­
m en ts  in  th e  s t a t e  ev ery  y e a r . One way to  so lv e  t h i s  pr oble m  
wo uld be  to  ad d an d t r a i n  new s t a t e  s t a f f .  Ho we ver, many 
s t a t e  a u d i to r s  a re  p re s e n t ly  e x p e r ie n c in g  s e v e re  p ro b le m s in  
g e t t i n g  and t r a in in g  good s t a f f .  W hi le  a s o lu t io n  o f  add in g  
s t a f f  may wo rk over th e  lo n g e r  te rm , i t  i s  l i k e l y  t h a t  th e  
e x t r a  burd en  o f  ann u al a u d it s  a t  t h i s  ti m e wou ld  m ere ly  impede  
th e  s t a t e  e f f o r t s  to  mee t e x is t i n g  re q u ir e m e n ts .

A si m p le  a l t e r n a t i v e  do es  e x i s t ,  how ev er , an d t h a t  i s  to  s h i f t  
p a r t  o f a l l  o f  th e  in c re a se d  burd en  o f  an n u al a u d i t s  t o  p r iv a t e  
a u d i to r s .  Some s t a t e s  r e q u ir e  l o c a l  gover nm en ts  to  be  a u d it e d  
o n ly  by  s t a t e  a u d i to r s ,  b u t ev en  i f  th e  la w  could  n o t re a so n a b ly  
be ch an ge d in  th o se  s t a t e s ,  i t  sh o u ld  n o t  p r o h ib i t  th e  s t a t e  
a u d i to r  from  c o n tr a c t in g  w it h  p r iv a te  a u d i to r s  on a te m pora ry  
b a s i s  u n t i l  th e  s t a t e  a u d it  s t a f f  cou ld  be  au gm en te d. S in ce  
th e  c o s t ca n be  a s se s s e d  to  th e  lo c a l  gover nm en ts  in  m ost  o f 
th e  s t a t e s  an d p a id  by  th e  lo c a l  gover nm en ts  o u t o f t h e i r  
re venue  s h a r in g  mo ney , su ch  a s o lu t io n  sh ou ld  n o t c au se  s t a t e  
a u d i to r s  an y budget pro b le m s.

o Sho ul d th e  p ro ced u re s  fo r  w aiv in g  th e  p re s e n t  a u d i t  
re q u ir e m e n ts  be  l ib e r a l i z e d ?

The 197 6 am endm ent s p ro v id ed  th a t  th e  a u d i t  re q u ir e m e n ts  ca n be  
wai ve d when a f in d in g  i s  made th a t  a g o v e rn m en t' s a c c o u n ta n ts  
a r e  n o t a u d i t a b le ,  p ro v id ed  s u b s ta n t i a l  p ro g re s s  i s  b e in g  made 
to w ar d  m ak ing the m a u d i ta b le .  The  im ple m enting  r e g u la t io n s  p ro ­
v id e d  t h a t  a re q u e s t f o r  w a iv er b ase d  on  a cc o u n ts  n o t b e in g  
a u d i ta b le  ha d to  be  re q u e s te d  by  Ma rch  31 , 19 78 . On ly a  hand- 
f u l l  o f go ver nm en ts  a p p li e d  f o r  a w a iv e r,  p ro b ab ly  b ecau se  mos t 
gover nm en ts  ha d n o t s e r io u s ly  a d d re ssed  th e  a u d i t  re q u ir e m e n ts  
b e fo re  th e  d e a d li n e  p a sse d . As a  r e s u l t ,  th e  O ff ic e  o f  Re venu e 
S h a ri n g  p u b li sh e d  d r a f t  r e g u la t io n s  on  Decem ber  31, 1979  to  
rem ov e th e  d e a d li n e  f o r  a p p ly in g  f o r  a w a iv e r . T h is  sh ou ld  
r e l i e v e  th e  pr ob le m  f o r  th o se  gov er nm en ts  t h a t  a re  u n a u d it a b le , 
b u t  a re  mak ing a d i l i g e n t  e f f o r t  to  become a u d i t a b le .  P re s e n t  
i n d ic a t io n s  a re  th a t  th e  num ber  o f  gover nm en ts  th a t  a r e  u n a u d it — 
a b le  w i l l  be  few. Th rough Jan u a ry  31, 1980 th e  O ff ic e  o f  
Rev enue  S h ari n g  r e p o r t s  th a t  o n ly  11 ha d be en  i d e n t i f i e d  a s 
h a v in g  u n a u d it a b le  bo ok s (R og er  C. A ltm an , L e t t e r  to  A ll e n  R. 
V oss , GAO, March 6, 1980).
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The more difficult audit problem is what to do about governments 
that are auditable, but have unacceptable audits, as a result of 
a state auditors’ failure to meet audit standards. Neither the 
law nor regulations provide procedures to cope with such a 
situation. As a result, a recipient government may find itself 
in full compliance with revenue sharing requirements, but because 
of the inability of a state auditor to perform an acceptable 
audit, it is in jeopardy of losing future revenue sharing pay­
ments.

A solution to this problem would be to ask Congress to amend 
the law to permit waiver of the audit requirements for those 
governments audited by state audit agencies not following 
accepted audit standards, provided they are making progress 
in complying with the standards. This recommendation is being 
considered by the Treasury Department and the GAO (GAO, p. 21).

The problem with this approach is that it shifts the purpose of 
the revenue sharing audit requirements from assuring that the 
governments have complied with revenue sharing requirements, 
to improving the performance of state audit agencies. While 
the latter goal is commendable, it offers little assurance to 
Congress about the use of revenue sharing money in those states.
As a practical matter, some form of waiver may be necessary on 
a temporary basis to protect the local governments that are 
endangered by inept state action, and. that have passed a point 
at which alternative action can be taken to get a satisfactory 
1979 audit.

However, to avoid a recurrence of this problem, it may be wise 
to require in the law that future revenue sharing audits are 
to be conducted by an independent certified public accountant, 
or firm of accountants, and only if a state auditor is able to 
provide comparable auditing services, may the Office of Revenue 
Sharing permit the audits to be performed by the state auditor.
The effect of such a provision would be to require the audits 
to be done by private auditors until there is assurance that the 
state auditors have the staff to perform the audits and can meet 
accepted auditing standards. In some states this might mean that 
initially most audits would be done by private auditors, but as 
the state auditors gained qualified staff and improved proficiency, 
an increasing number could be done by the state auditor. For those 
states in which this would present legal problems, the previously 
suggested solution of using private auditors hired by the state 
could be used.

13 -



660

o Sho ul d th e  re venue  sh a r in g  a u d i t  re q u ir e m e n ts  in c o r p o r a te  
th e  s in g le  f e d e r a l  a u d it  concep t?

The re ven ue s h a r in g  a c t  s p e c i f i c a l l y  p ro v id e s  t h a t ,  "an  a u d it  
co nduct ed  in  acco rd an ce  w it h  th e  p ro v is io n s  o f an y f e d e r a l  la w  . . .  
s h a l l  be  a cc ep te d "  ( s e c t io n  12 3,  ( c ) ,  ( 6 ) ) ,  p ro v id ed  i t  co m pli es 
w it h  th e  re venue  sh a r in g  a u d i t  re q u ir e m e n ts . T her e  i s  no  ' 
e v id en ce  t h a t  t h i s  p ro v is io n  h as bee n use d to  d a te ,  p ro b a b ly  
b ecause  no  o th e r  f e d e r a l  law re q u ir e s  a  co m p le te  f i n a n c i a l  a u d i t  
o f a s t a t e  o r  lo c a l  go ver nm en t,  a s  w e ll  a s  com pli ance  a u d i t .
In  f a c t ,  mos t f e d e r a l  pr ogra m s r e q u ir e  a u d i t s  l im i te d  to  th e  
h a n d li n g  an d u se  o f o n ly  f e d e r a l  mon ey.

I t  i s  e s ti m a te d  t h a t  14 f e d e r a l  a g en c ie s  have  is s u e d  89 a u d i t  
g u id es  co nce rn ed  w it h  s p e c i f i c  pr og ram  a r e a s  (G ar y, p . 39 0 ).  
N eed le ss  to  sa y , f o r  s t a t e  o r  lo c a l  gover nm en ts  w it h  l a r g e  
nu mbe rs  o f f e d e r a l  g r a n ts ,  t h i s  c r e a te s  c o n s id e ra b le  c o n fu s io n  
an d co m ple x it y  in  acco u n ti n g  and  a u d it in g  them .

The si m p le  s o lu t io n  t h a t  h as bee n endors ed  in  p r i n c i p l e  by  
v i r t u a l l y  ever ybody th a t  h as fo cuse d  on th e  p ro b le m , i s  to  
hav e a s in g le  f i n a n c ia l  a u d it  o f ea ch  r e c i p ie n t  g overn m en t,  
ac co m pa ni ed  by  an  a u d i t  to  in su re  co m pli an ce  w it h  a l l  f e d e r a l  
g ra n t re q u ir e m e n ts . The House  Comm ittee  on Gov ernm en t Ope ra ­
t io n s  re p o rte d  on  November 1,  1979  t h a t ,  "A u d it in g  o f  f e d e r a l  
g ra n ts  i s  h ap hazard  an d i n e f f e c t i v e . "  I t  wen t on  to  reco mmend  
t h a t ,  "The D ire c to r  o f th e  O ff ic e  of Ma nag ement  an d Bud ge t 
sh o u ld  p ro v id e  f o r  prom pt  im p le m en ta ti on  o f th e  s in g l e  a u d i t  
co n cep t . . . "

The obv io us v e h ic le  f o r  su ch  a s in g le  a u d i t  f o r  g e n e ra l  p u rp o se  
gover nm en ts  i s  th e  a lr e a d y  e x is t in g  co m pre hen si ve f i n a n c i a l  
a u d i t  re q u ir e d  by  g e n e ra l re ven ue  s h a r in g . D e sp it e  th e  p ro ble m s 
t h a t  ha ve  been  enco u n te re d  i n  im ple m en ting th e  1976  am en dm en ts , 
th e  re venue  sh a r in g  e f f o r t  i s  f u r th e r  a lo n g  in  g e t t i n g  th e  cover ed , 
gover nm en ts  to  a  f u l l  a u d it e d  p o s i t io n ,  th e n  i s  an y o th e r  f e d e r a l  
pro gra m . I f ,  a s  h as bee n su g g est ed  e a r l i e r ,  th e  re v en u e  s h a r in g  
a u d i t  i s  r e q u ir e d  a n n u a ll y  and i s  per fo rm ed  f u l l y  i n  c o n fo rm it y  
w it h  accep te d  a u d it in g  s ta n d a rd s , th en  i t  wo uld see m a r e l a t i v e l y  
si m p le  p ro c ess  to  ex te n d  th e  re q u ir em en ts  to  cover a  t e s t  of 
co m pli an ce  f o r  a l l  f e d e r a l  g ra n ts  re c e iv e d  by  th e  g o v ern m en t.

As th e  Com mitt ee  on  Governme nt O p e ra ti o n s o b se rv e d , " . . .  s i n g l e ,  
c o o rd in a te d  a u d i t s  on  a go ve rn m en t-w id e b a s i s  sh o u ld  s i g n i f i c a n t l y  
im pr ov e th e  re so u rc e  s i t u a t i o n .  I t  w i l l  e li m in a te  w a s te fu l  d u p l i ­
c a t io n  an d r e q u ir e  fe w er  a u d i t s  to  p la n , p e rf o rm , an d r e p o r t  on  
a u d i t s  o f l a r g e ,  m u lt if u n d ed  g ra n t r e c i p i e n t s .  As th e  sam e t im e , 
i t  wo uld  p ro v id e  a b e t t e r  lo ok  a t  th e  g r a n te e ’ s o v e r a l l  p erf o rm ­
a n c e ."
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In  vi ew  of th e  g e n e ra l ag re em en t on th e ne ed  an d ad v an ta g es of 
a s in g le  a u d i t ,  th e  re ven ue sh a r in g  a c t  sh ould  go be yond  i t s  
p re s e n t  c o n sen t to  a s in g le  a u d i t ,  and sh ou ld  p ro v id e  fo r  addin g 
th e  a u d it in g  re q u ir em en ts  o f o th e r  f e d e r a l  pr og ram s to  th e  
re venue  sh a r in g  a u d i t .  T his  m ig ht  be  acc om pli sh ed by e x p l i c i t l y  
s t a t i n g  in  th e  re ven ue sh a r in g  a c t  th a t  th e  re ven ue sh a r in g  
a u d i t s  w i l l  c o n s t i t u t e  th e  s in g le  a u d it  f o r  a l l  g e n e ra l purp ose  
s t a t e  an d lo c a l  go ver nm en ts . Elmer  S ta a t s ,  th e  C om p tr o ll e r 
G en era l,  r e c e n t ly  endors ed  su ch  a ch an ge  in  h i s  March 20 , 1980 
s ta te m e n t b e fo re  th e  Senate  Su bc om mitt ee  on  In te rg o v e rn m en ta l 
A f f a i r s ,  (p . 1 6 ).

Sh ou ld  th e  a u d it  re q u ir em en ts  be ex te nded  to  r e c ip ie n t s  
o f l e s s  th an  $2 5, 00  an n u all y ?

The 1976 d e c is io n  to  l im i t  th e  a p p l i c a b i l i t y  o f a u d it  r e q u ir e ­
men ts  to  la r g e r  go ve rn m en ts  was  a w is e  one in  vi ew  o f th e  im ple ­
m en ta ti o n  pr ob le m s th a t  ha ve  bee n en co u n te re d . I t  re duce d th e  
co ver age fro m over 38 ,0 00  u n i t s  o f go ve rn men t to  l e s s  th an  11 ,0 00 
Ho we ver, th e  lo g ic  o f e x ce p ti n g  27,0 00 r e c ip ie n t s ,  o th e r  th en  f o r  
p r a c t i c a l  re a so n s , i s  u n c le a r  and sh ould  be  re c o n s id e re d . The re  
i s  no ev id ence  to  show th a t  sm all  u n i ts  a re  l e s s  in c l in e d  to  
m is use  o f fu nds th an  la rg e  u n i t s .  In  f a c t ,  bec ause  su ch  sm a ll e r  
go ve rn m en ts  a re  o f te n  a d m in is te re d  by p a r t- t im e  o r l e s s  s k i l l e d  
o f f i c i a l s ,  th e re  may be  more p o te n t i a l  f o r  in a d v e r te n t m is use  o f 
fu n d s . L ar ger go ve rn m en ts  ha ve  e x te n s iv e  ex p eri en ce  w it h  f e d e r a l  
re q u ir e m e n ts  f o r  D av is -B ac on , c i v i l  r i g h t s  com pli ance, and g ra n t 
a cc o u n ti n g , and may be  more l ik e l y  to  com ply  w it h  th e s e  r e q u ir e ­
m en ts  a s  a r e s u l t .

I f  th e  in te n t io n  i s  to  be  l e s s  s t r in g e n t  in  e n fo rc in g  com plian ce  
on sm a ll e r  gover nm en ts , th en  i t  m ig ht be  b e t t e r  to  amend th e  law  
to  r e q u ir e  l e s s  r i g id  com plian ce  by  sm a ll e r  gover nm en ts . O th er­
w is e , th e re  sh o u ld  be  some p ro v is io n  to  app ly  a u d i t s  to  a l l  
gover nm en ts . Bec au se  th e  c o s t o f su ch  a u d it s  co uld  become ex ces­
s iv e  f o r  th e  r e a l l y  sm a ll  r e c ip ie n t  gover nm en ts , i t  may be  
d e s i r a b le  to  l im i t  th e  a u d i t s  to  a ramdom sa m pli ng , w it h  th e  a u d it  
do ne  by  O ff ic e  o f Re ven ue S h ari n g  a u d i to r s .  A sa m pling ap pro ac h 
would  r e v e a l th e  e x te n t to  which  su ch  a u d it s  a re  n e c e ssa ry  and  
d e s i r a b l e ,  w it h o u t im po sing  an  unn ecess a ry  burd en on th e  sm a ll e r  
govern m ents .
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o Sh ou ld  th e  a u d i t  s t a f f  o f th e  O ff ic e  o f Rev enue  S hari n g  
be  In c re a se d ?  

The p re s e n t  a u th o r iz e d  a u d it  s t a f f  o f 25 p o s i t io n s  (19 a c tu a l l y  
f i l l e d  a t  p re s e n t)  ap p ears  to  be  in ad e q u a te  to  co pe  w it h  e x i s t ­
in g  w o rk lo ads.  Even w it h  a l l  p o s i t io n s  f i l l e d ,  i t  p ro v id e s  o n ly  
on e p r o f e s s io n a l  s t a f f  pers on  fo r  ea ch  608 gov er nm en ts  r e q u ir e d  
to  be  a u d it e d . A s t a f f i n g  r a t i o  t h i s  h ig h  ca n p e rm it  o n ly  a 
p e r fu n c to ry  o f f i c e  re v ie w  o f a u d i t s .  W hi le  a th e o ry  o f r e ly in g  
on  s t a t e  an d p r iv a t e  a u d it o r s  i s  go od , th e  re venue  s h a r in g  
a u d i t  s t a f f  mus t s t i l l  ass um e r e s p o n s i b i l i t y  f o r  th e  p ro p e r  u se  
o f  fu n d s . T h is  m ea ns , a t  th e  v e ry  l e a s t ,  a sa m pl e c h eck in g  o f  
th e  q u a l i ty  o f a u d i t  wo rk b e in g  perf o rm ed , an d f i e l d  ch eck in g  
o f  th e  q u a l i t y  o f  a u d i t  wo rk b e in g  p e rf o rm ed , in c lu d in g  f i e l d  
v i s i t s  to  th e  go ver nm en ts  on a p e r io d ic  b a s i s .

A d o u b li n g  o f  th e  a u th o r iz e d  s t a f f  wo uld lo w er th e  r a t i o  t o  304  
go ve rn m en ts  p e r a u d i to r ,  and cou ld  p ro v id e  g r e a te r  a s su ra n c e  
th a t  e f f e c t i v e  a u d i t s  a re  b e in g  perf o rm ed , y e t  ev en  t h i s  r a t i o  
co u ld  be  in a d e q u a te  c o n s id e r in g  th e  d e ta i le d  a t t e n t i o n  t h a t  com­
p l ia n c e  re q u ir e m e n ts  sh ou ld  be  g iv e n .

I f  f u r th e r  a n a ly s i s  o f  th e  a u d it  work o f s t a t e  an d p r iv a t e  a u d i t o r s  
r e v e a ls  t h a t  t h e i r  co m plian ce  a u d it s  a re  n o t e f f e c t i v e ,  th en  
a d d i t io n a l  in c r e a s e s  i n  s t a f f  w i l l  be  n e c e ssa ry  to  su pple m ent th e  
f i n a n c ia l  a u d it  re v ie w s. I t  may ev en  become n e c e ssa ry  f o r  O f f ic e  
o f Re venue S h a ri n g  a u d it o r s  to  conduct  co m pli an ce a u d i t s  on  a 
sa m pling  o r  ev en  co m pre hen si ve b a s i s .  Ho we ve r, an y d e c is io n  in  
t h i s  re g a rd  sh o u ld  aw a it  f u r th e r  t e s t i n g  o f th e  p re s e n t  p ro c e d u re s  
f o r  com plian ce  a u d i t .

U n t i l  a d d i t io n a l  s t a f f  a re  a u th o r iz e d  and h i r e d ,  th e  e x t r a  de man ds  
on a u d i t  s t a f f  c an  perh aps be  me t by c o n tr a c t in g  w it h  p r iv a t e  
f i rm s . A re c e n t  r e p o r t  in d ic a te s  th a t  a n a t i o n a l ly  re co g n iz e d  
CPA f ir m  i s  c u r re n t ly  re v ie w in g  800 a u d i t s ,  and may hav e i t s  
c o n tr a c t  ex te nded  (A ltm an , p.  8 ) . T his  may be  a s a t i s f a c t o r y  
s o lu t io n  to  in s u re  th a t  a t  l e a s t  th e  i n i t i a l  s c re e n in g  o f a l l  
a u d i t  r e p o r t s  i s  co m pl et ed  p ro p e rly .
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S hari ng  A ud it  R eq u ir em en ts ."  Go vernme nt A cc ounti ng an d A u d it in g  S e r i e s ,
New Yor k,  New Yo rk : C ounci l on M unic ip al Perf orm an ce,  Ju ly  30 , 1979 .

P e te rso n , Ke nt  A .;  "S ta te m en t B ef ore  th e  Su bc om mitt ee  on In te rg o v e rn m en ta l 
R e la ti o n s  o f th e  Senate  Co mm ittee  on  Gov ernm en ta l A f f a i r s ,  March 23 , 19 80 .

S t a a t s ,  Elmer  B .; S ta te m en t B ef ore  th e  Su bc om mitt ee  on In te rg o v e rn m en ta l 
R e la ti o n s , Co mmi tte e on  Gov er nm en ta l A f f a i r s ,  U .S . S en a te , on  R e au th o ri z ­
in g  th e  Reven ue S h ari n g  Pr og ra m , March 20 , 1980 .

U.S . Dep ar tm en t o f  th e  T re a su ry , O ff ic e  o f  Re ven ue S h a ri n g . A udit  Gu ide  
an d S ta n d ard s f o r  Reven ue Shari ng  an d A n ti re c e s s io n  F is c a l  A ss is ta n c e
R e c ip ie n ts , W as hin gto n. D. C .,  1977 .

_ ________________________ ; " F is c a l  A cc ounti ng  P ro cedure s o f  th e  G en er al
Reven ue S h ari n g  Prog ram" In  F ac t S h e e t, Ju ly  19 78 .

________________________ ; "G en era l Reven ue S hari ng  A u d it  an d A cc ounting
R eq uir em en ts " in  F ac t S h e e t, Ju ly  1978 .

U.S . G ener al A cc ounti ng  O ff ic e , Reven ue S h ari n g  Act  A udit  R eq ui re m en ts  Are 
Im pr ov in g A u d it s o f  S ta te  and L oca l Gov er nm en ts , W as hi ng to n,  D .C .,  un d a te d .

______ __ _________________ ; G u id e li n e s  fo r  F in a n c ia l an d Com pl ianc e A u d it s
o f  F e d e ra ll y  A s s is te d  Pro gr am s, W as hin gto n, D. C .,  F ebru ary  1980 .

U .S . C ongre ss , S e n a te , Su bc om mitt ee  on In te rg o v e rn m e n ta l R e la ti o n s  o f  th e  
Co mm ittee  on Gov er nm en ta l A f f a i r s ,  "G en er al  Reven ue S hari n g -- T h e  Is s u e s  
B ef ore  U s."  96th  C ongre ss , 1 s t s e s s io n , W as hi ng to n,  D. C .,  Go vernm ent  P r in t in g  O f f ic e , 19 79 .

U .S . C ongre ss , Ho us e,  Co mm ittee  on Go vernm ent  O p e ra ti o n s , " F a i lu re  to  
P ro v id e  E f f e c ti v e  A u d it s o f  F ed e ra l G ra n ts ,"  96th  C ongre ss , 1 s t  s e s s io n , House  R ep ort  No. 96-5 80, W as hin gto n, D .C .,  Governme nt P r in t in g  O ff ic e ,
19 79 .
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Mr. Boland. Mr. Sklar?
Mr. Sklar. I would like to make a few rema rks in summary of 

what we have submit ted to you about the nondiscr imination issue.
Our group is the Center  for National Policy Review. It is a public 

interest law group that has been working on civil rights issues 
under the General Revenue Sharing program for some years.

We received a  g ran t from th e National Science Foundation to do 
a special review of what  the Office of Revenue Sharing civil r ights 
activities were accomplishing. A copy of our report to NSF, Civil 
Rights  Under GRS, has been submitted to your committee, and I 
understand i t will be made par t of your hear ing file.

Just after  that  review was made, about four years ago we ap­
peared before Congress to talk  about the civil rights  problems 
under the GRS program. As a resu lt of our testimony and the 
testimony of others about the ineffectiveness of the  Office of Reve­
nue Sharing  and its nondiscriminat ion efforts, Congress saw fit to 
substantially improve the civil rights requi rements in the  GRS 
statute.

Since t ha t time four years ago, we a re very distressed to report 
tha t there has not been a subs tant ial improvement in the civil 
rights activities of the Office of Revenue Sharing.

Some of the reasons for that ineffectiveness are of special con­
cern to this committee.

The first issue I would particularly stress  is the fact that ORS 
seems unwilling to obtain and use sufficient staff  to deal with the 
backlog of cases which has now become quite substantia l. It is 
growing progressively larger  as time goes by.

If you take  a look at  our testimony on page 11, you will see that 
the average level of civil rights staffing at ORS over the past four 
years has fallen behind the ir authorized strength  by from 2 to 9 
people, and  it seems tha t ORS and the Departmen t of the Treasury 
have been very slow in filling those positions.

The second point that I would stress about the staffing is that  
even if author ized levels of sta ff were filled promptly by ORS, they 
still would not stand a chance of deal ing effectively w ith the level 
of incoming cases. It is a staggering backlog of cases, and the 
amount of complaints coming in is so substantia l tha t ther e is no 
way for exis ting s taff to keep up with it.

Because of th is fact, appear ing before your Senate Budget Com­
mittee counterpart  earl ier this year, Roger Altman, the Assistant 
Secretary of the Treasury,  was invited by Senator Proxmire to 
increase the staff  request tha t was being made by ORS. Mr. 
Altman said he would not increase the request that ORS was 
making.

These two deficiencies, the failure  of ORS to build up the ir staff  
to authorized levels, and their refusal to seek additional civil rights 
staff  resources, are used by the Office of Revenue Sharing  to justify 
the very significan t failures and inadequacies of thei r civil rights  
monitoring and compliance efforts.

We don’t believe that Congress, particularly afte r making clear 
four years ago that they were firm about the importance of civil 
rights standards in general revenue sharing, should tolera te this 
kind of sham by the Office of Revenue Sharing.
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We hope through your budget review process you will be able to 
exert some pressure on the Office of Revenue Sharing to help bring about a more effective observance by them of the nondiscrimina­tion standards that you have established.

We ask three things in par ticu lar to help that happen: Increase  the Office of Revenue Sharing  civil rights  staf f to the point where 
effective handling  of incoming cases and a reduction of the cur rent caseload are possible.

Second, we would ask tha t you require of the Office of Revenue Sharing more effective use of its civil rights  staff. Its operations 
should not be geared solely to responding to complaints but rather should include regularly scheduled periodic reviews and some sort of ongoing process for following up on settlement agreements  tha t are made.

Third, we would ask you to exer t a more careful ongoing moni­
toring of the way the  Office of Revenue Sharing carries out its civil rights  activities. The absence of tha t ongoing review has played a 
par t in the  difficulty tha t ORS is now facing with its substantia l backlog of cases.

The Congress and the public have a right to expect the  Office of 
Revenue Sharing to carry  through on the national commitment 
tha t the Congress has made to nondiscr imination in general reve­nue sharing.

That  means equitable  treatm ent  for many of those who are most 
in need of services and assistance  at the local level. At a time when so many vital Federal programs are being cut back, ther e is no 
excuse for allowing general revenue  shar ing to continue to operate 
if it does not allow al location of its benefits in a nondiscriminatory way.

Thank you.
[The statemen t follows:]
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The Center for National Policy Review is a civil rights 
research and advocacy group affiliated with the Catholic 
University Law School.

In 1975, the Center received a grant from the National 
Science Foundation (NSF) to evaluate and report on how nondis­
crimination standards were being observed and enforced under 
the General Revenue Sharing (GRS) program. Our report, Civil 
Rights Under General Revenue Sharing, was published by NSF as 
part of a comprehensive research effort designed to assist Congress 
in its consideration of GRS reauthorization in 1976.

The Center also was one' of four co-sponsors of a large scale 
evaluation of the impact of GRS from the perspective of public 
interest and community-based concerns. The other principal 
groups in this effort were the Center for Community Change, the 
League of Women Voters Education Fund and the National Urban
Coalition.

Our work played a major role in strengthening the GRS re­
authorization statute's provisions on citizen participation and 
nondiscrimination.
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X. Background
During the first several years after the General Revenue 

Sharing program's enactment in 1972, serious civil rights prob­
lems were encountered in the operation of the program, and in 
methods used by the Office of Revenue Sharing (ORS) to monitor 
and enforce nondiscrimination standards.

Evaluations conducted by our own Center under a National 
Science Foundation grant, by the General Accounting Office, by 
the U. S. Department of Justice and by the U. S. Commission on 
Civil Rights:

A . documented the existence of widespread discrim­
ination in many programs and activities admin­
istered by state and local government agencies 
receiving GRS funds— longstanding bias against 
minorities and women in the employment practices 
of many agencies of state and local government, 
particularly in the public safety area, was a 
primary concern; and

B. found gross deficiencies in the way ORS investi­
gated complaints and generally handled its compli­
ance responsibilities, with special criticism of 
long delays in the processing of cases, and of 
ORS's refusal to invoke fund termination sanctions 
even where civil rights violations had been con­
firmed.
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Because of these well-documented findings, when GRS was 
reauthorized in 1976, Congress adopted new, stringent standards 
to assure more effective performance by ORS in its oversight of 
nondiscrimination requirements.

o Timetables for the handling of complaints were 
established, requiring ORS to complete its inves­
tigations and make a formal determination of 
whether a violation existed within 130 days from 
the date a complaint was received;

o Automatic suspension of GRS payments was mandated 
for governments determined to be in noncompliance 
after the 130 day period;

o Victims of discrimination were assured the right 
to file lawsuits in federal court if prompt com­
pliance action was not forthcoming from ORS;

o ORS was required to take compliance action against 
recipient governments found to be discriminating 
by courts or other federal agencies;

o Because the uses of revenue sharing funds are 
essentially untraceable, a presumption was 
established that GRS funds are implicated in any 
claimed discrimination by a recipient government, 
unless the recipient proves otherwise; and

o The protections of the law were broadened to in­
clude people discriminated against because of age 
or handicap.
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Our recent follow-up review of current ORS compliance 
activity indicates that the revisions made by Congress in 
1976 in the anti-discrimination sections of the statute have 
had a positive impact. Nevertheless, in the face of clear 
mandates from Congress, substantial civil rights problems con­
tinue to exist in the use of GRS funds, and in ORS's methods of 
enforcement. ORS's handling of its budget and staffing needs 
has played a critical part in these deficiencies.

As the Comptroller General stated in his testimony on 
March 20th, little progress has been made by ORS in dealing with 
the serious compliance deficiencies that forced Congress to 
impose stricter compliance standards in the 1976 reauthorization 
statute. Small gains were initially made in eliminating the 
extensive case backlog and in reducing inordinate delays in 
handling complaints. These gains have been largely overshadowed 
in the past two years, to the point where the case backlog and 
the delays are even in excess of where they were in 1976. With 
its present staff, ORS simply does not have the capability of 
keeping abreast, let alone making progress, on its growing vol­
ume of civil rights cases.

On the positive side, ORS has taken initiatives in dealing 
with several major cases of noncompliance affecting large urban 
areas that give promise of reducing discrimination in public 
sector employment practices, and that could serve as a useful 
model for application to other jurisdictions.
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II. Specific Deficiencies
Itemized below are the major deficiencies that continue to 

cause ORS to be in substantial violation of Congress’ 1976 com­
pliance standards:

A. Delay in processing complaints. " ORS's handling of 
complaints is still marked by unconscionable delay, with most 
cases taking considerably more than the statute's 130 day 
limit to be resolved.

ORS estimates that, on the average, a complaint is pending 
before a finding is made more than ten (10) months. That is 
six (6) months over the Congressionally-established time limit 
for the completion of the investigative and finding phase.

Other sources indicate that even this figure is far on the 
low side. The General Accounting Office, Congress' investigative 
arm, claims the average case processing time is closer to 18 
months. A study of a random sample of cases by the U. S. 
Commission on Civil Rights found cases unresolved an average of 
20 months.

Whether the correct figure is 10, 18 or 20, the ORS default 
of its statutory obligations is major and it is increasing 
as the number of cases being filed continue to rise each year.

B. Case backlog. Because of the long delays in ORS's 
complaint processing, and the fact that the number of complaints 
being filed are steadily increasing, the backlog of unresolved 
cases on ORS's books continues to rise. The following chart
indicates the increasing rate of pending cases:
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Fiscal
# Cases 
Filed

# Cases Resolved 
(pre and post-1977 

filings) Backlog
1977 276 143 556
1978 352 '• 253 655
1979 511 178 (as of 800 +Aug., ’79)

Of the 800 + current backlog, 91 cases are still pending 
from prior to 1977, which means they have been on ORS's books 
for three years or more.

The figures do suggest that because the law is stronger than 
it was before 1976 and because the mandate against discrimination 
has been broadened, more people have brought complaints to ORS.
The agency is resolving cases at a faster rate as time progresses, 
though not fast enough to keep up with the incoming caseload.

C. Reluctance to apply sanctions. Of the 1,069 complaints 
filed since 1976, ORS has seen the need to hold hearings in only 
4 cases, and to apply the sanction of fund termination in only 
5.* ORS reports an increased willingness on the part of reci­
pients to negotiate settlements without first going through hear­
ings and termination proceedings. But, given the large proportion 
of cases in which ORS investigations have found non-compliance 
after an on-site investigation (271 of 359 or 75%) it seems un­
likely that the paucity of termination proceedings can be accounted 
for entirely by a widespread willingness on the part of recipients

* In some termination proceedings, recipients have not requested hearings.

63- 277  0 - 80 - 43
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to come into compliance. Apparently, ORS, lacking the staff to 
adequately pursue these cases more forcefully is simply entering 
into settlement agreements that do not realistically deal with 
all elements of noncompliance that have been identified.

D. Failure to monitor settlements. An accurate evaluation
of the progress made under the 1976 Amendments depends in the 
final analysis on tangible results— increases in the public 
sector job opportunities for minorities, women, handicapped 
people and others who have been subjected to discrimination, 
and the elimination of racial disparities in the availability 
of municipal services. Since settlement agreements are the 
chief instrument relied by ORS to carry out its civil rights 
responsibilities, much depends upon whether the provisions of 
those agreements are being carried out by recipients.

In one respect, things have improved since 1976, for some 
settlement agreements are far more specific in their terms than 
the pre-1976 agreements in which recipients made general and 
vague promises to comply with the law. ORS is making an effort 
in negotiating these agreements to follow Equal Employment 
Opportunity Commission (EEOC) guidelines in addressing specific­
ally such matters as the use of minority recruitment sources, 
testing procedures, promotion procedures and the like. Agree­
ments that contain these specifics are capable of being monitored 

for compliance.
Unfortunately, however, though ORS procedures call for 

periodic reports to be reviewed by agency personnel, these and
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other follow-up views of negotiated settlements rarely take place. 
The agency has very little idea whether its agreements are being 
observed, and again, lack of staff is the reason given for this 
important oversight.

E. Failure to conduct self-initiated reviews. Federal 
compliance specialists generally acknowledge that an effective 
monitoring and enforcement program requires a mix of periodic, 
self-generated reviews, with the more frequent complaint inves­
tigations. Periodic reviews allow an agency to target some of 
its resources to problem areas and geographic locations where 
the more specific violations might be expected to exist, instead 
of having to rely solely on random^ incoming requests for assis­
tance . Yet ORS has not conducted a single periodic review since 
1973, and no plans for such reviews are currently being considered 
They cite the major backlog of cases arising from complaints as 
justification for not allocating staff resources to periodic 
reviews.

F. Inadequate treatment cases. In part because of the 
pressures faced by ORS staffers dealing with a large and grow­
ing backlog, there have been problems with the adequacy of their 
treatment of cases. Random reviews of case files by the U. S. 
Commission on Civil Rights uncovered several instances where 
cases were closed prematurely, without major problem areas re­
ceiving the attention they deserved. In more than one instance, 
ORS simply accepted the submission of an affirmative action plan 
as adequate to consider a case resolved, without a more careful
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examination of the content of the plan, and without any means 
being provided to monitor the jurisdiction’s actual performance
in carrying through on promised reforms.

As noted, the lack of follow-up monitoring of closed cases 
has been a pervasive problem, with the bulk of the responsibility 
for assuring observance of settlement agreements left to the 
aggrieved parties, who are informed that they can renew their 
complaint if there are any additional problems.

Problems also have been noted with respect to ORS's reluc­
tance to follow through with time limits they themselves set for 
actions required of recipients. The U. S. Commission on Civil 
Rights reviewers found many instances where months passed before 
ORS would get back to recipients that failed to send requested 
information within the suggested 10 or 15 days.

G. Failure to use resources of other agencies. ORS should 
be working closely with EEOC, the other federal agency with a 
similar mission on the vital issue of nondiscrimination in the 
public employment sector, where about two-thirds of ORS's civil 
rights complaints emanate. Although a coordination agreement 
exists between ORS and EEOC, it has not produced effective 
sharing of monitoring and investigative responsibilities over 
public sector employment matters. ORS describes its exchange 
with EEOC as being limited to consultations over the treatment 
of general issues, and the preparation of regulations and guide­
lines. ORS has yet to make systematic use of perhaps the most
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effective resource EEOC can provide, i.e., the annual compila­
tions of EEO 4 forms containing statistical breakdowns of the 
hiring practices of every state and local government. These 
statistics, which are broken down by race, national origin 
and sex, as well as by different job types and salary ranges 
for every major area of government activity, could be used to 
help ORS to set priorities, by identifying recipient govern­
ments with the most substantial potential violations of nondis­
crimination requirements. In part because of ORS's failure to 
recognize the importance of self-initiated reviews, these in­
valuable resources have not been used to set priorities, although 
they are referred to for individual governments that have been 
made the subject of a complaint.

III. Reasons For Deficient Performance
While the problems described above are attributable to 

several causes, the major reason, and the one most susceptible 
to legislative redress, is the failure of the Department of

Treasury to seek or obtain adequate resources to carry out the 
civil rights mandate. Although the number of civil rights cases 
filed with ORS have been increasing steadily, the numbers of 
staffers assigned to the civil rights office have been decreasing
with a large proportion of authorized positions unaccountably re­
maining unfilled for long periods of time. The following chart 
indicates the number of authorized positions remaining unfilled 
for the past three fiscal years:
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Fiscal Year
Authorized
Level
Assigned

Actual Level 
(Average over 
the year)

# Unfilled
Civil Rights 
Positions 
(Average per year)

1977 50 41 9
1978 51 49 2
1979 51 45 6
1980 45 36 7

In terms of the staffers who perform on-site investigative 
duties, the picture is even more distressing. ORS presently has 
26 civil rights investigators actually on board, almost 20 percent 
fewer than the number of investigators a year ago. This decrease 
resulted in large part from ORS's failure to promptly replace in­
vestigators who leave their positions. Eight new investigators 
were recently hired by ORS to try to bridge this gap a bit more 
effectively. The following chart indicates the number of civil 
rights investigators available for complaint investigation and 
handling:

Fiscal Year Average #
Fiscal Year On Board

1977 32
1978 38
1979 35
1980 29

Not only has ORS failed to fill available compliance posi­
tions, it has declined to seek increases in compliance staff 
authorizations to meet the obvious, growing need. This refusal
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persisted even when Robert Altman, Assistant Secretary of 
Treasury for Domestic Finance in a March 7th appearance before 
the Senate Appropriations Committee, was criticized by Senator 
Proxmire for failure to request funds for additional civil com­
pliance staff, given the enormous case backlog and the increasing 
number of cases being filed.

Proposals have been considered but rejected for the temporary 
use of compliance personnel, ordinarily assigned to areas other 
than civil rights, to assist in handling the extensive civil 
rights complaint backlog and to allow for more use of periodic 
reviews. This approach would ease the burden on civil rights 
staff, but would raise a potential problem if the reassigned 
investigators have not been properly trained to deal with non­
discrimination matters. On the whole, it may be useful as a 
stop-gap, temporary measure to help ORS substantially reduce 
the existing backlog of cases. But, as a general practice, it 
is not desirable to encourage the use of investigators who are 
not trained civil rights specialists to handle nondiscrimination
cases.

While ORS prides itself on dispensing huge sums with a very 
small bureaucracy, the inadequacy of civil rights staffing 
should not be permitted to continue. Certainly increased staff 
would entail small increases in federal expenditures during a 
time of budget stringency. But such increases are minuscule 
compared to the costs of lost productivity and diminished con­
fidence in government that result from continued disnrimination
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in public employment. Judged even by the limited standards of 
cost-effectiveness, an increase in ORS staff would more than 

repay the investment.
IV. Positive Steps

Despite the major deficiencies in the ORS compliance program, 

enforcement has improved in a number of respects. Among the 

positive developments are the following:
A. Keeping track of cases. When the Center conducted its 

first civil rights review of of ORS in 1975 there were many gaps 
in the agency's procedures for tracking cases. Considerable 
difficulties were experienced in determining the status of cases, 
their treatment and the time periods taken in their handling.

ORS now has an effective computer based system for providing 
this information. What has not been done uniformly is to key 
this tracking system into a method for keeping ORS staff (and the 
ORS Director) informed of upcoming time targets and overdue actions 

for particular cases.
»

B. Acting on holdings. Under the 1976 Amendments, ORS is 
obligated to take enforcement action when it receives a holding 
of discrimination by a federal or state court or a federal admin­
istrative law judge. At first ORS, in contrast to the Law Enforce­
ment Assistance Administration, took a passive role, relying upon 
victims or recipients to notify the agency of such holdings. More 

recently, however, ORS has recognized its responsibilities under 
the law and established a system to inform itself of holdings.
As a result, in several cases including Buffalo, New York; New York,
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action based on holdings and in a few instances has helped facili­
tate a remedy for victims of discrimination by obtaining compliance 
agreements even before final court orders. This is an important 
aspect of the agency's authority. In Chicago, where compliance 
was finally obtained after more than $100 million in revenue 
sharing funds was withheld from the Chicago police department, a 
federal judge noted that use of the administrative sanction was a 
very effective instrument for resolving a dispute that had dragged 
on in the courts for years.

C. Major settlements. In a few cases, after lengthy ne­
gotiations, ORS has been able to achieve agreements calling for 
systemic changes in municipal employment to eliminate barriers 
that impeded the hiring and advancement of blacks, Hispanic Ameri­
cans and women. Such agreements have been reached in San Francisco
Baltimore and Mobile.

The San Francisco agreement also contained an innovative 
method for monitoring compliance with provisions that called for 
increased hiring of minorities and women over a period of years.
The San Francisco Human Rights Commission was designated a monitor 
of the plan, with provision made for a special staff of three at 
•the Commission to carry out these duties. Unfortunately, this 
attention to the importance of monitoring has not been extended to 
other cases.
V. Conclusion

Because it reaches nearly every state and local government
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and affects the financing of so many governmental activities,
General Revenue Sharing can play a pivotal role in securing 
observance of nondiscrimination standards, particularly in 
public sector employment. The steps taken by Congress during 
GRS's reauthorization in 1976 to strengthen the civil rights 
standards, and to mandate timely remedies, provided additional 

support for this goal.
Yet, as this report and the reports of governmental bodies 

have demonstrated, major problems remain. Victims of discrimina­
tion do not receive timely responses when they complain to ORS 
and federal funds still subsidize discriminatory activities. Yet 
the few notable successes that have been attained show that it is 
not that the statute is inherently unworkable, but that the agency 
itself has failed to carry out the statutory mandate.

The standards required for more effective civil rights 
compliance under GRS are already in the statute. As GRS once 
again comes before Congress for reauthorization, and its current 
budget is submitted for review by this committee, Congress should 
be prepared to provide the additional staff resources necessary 
for an adequate compliance program and should, in committee reports 
and elsewhere, make clear that it expects more effective performance 
from ORS in carrying out its duties under the 1976 Amendments.
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Mr. Boland. Thank  you very much, Mr. Sklar.
Mr. Sabo?
Mr. Sabo. This presentation can spark  a whole host of questions  

on my part,  but I will t ry to keep them to just  a few.
Given that genera l revenue shar ing really has been considered 

par t of the basic budget of State or local government, in your 
judgment is there more citizen access to Federal Government than 
there is to State  or local government?

Mr. Ginsburg. I would say that two things  have happened since 
genera l revenue sharing.

Mr. Sabo. I am curious, yes or no? It is unre lated?
Mr. Ginsburg. It is hard to give a yes or no answer. There has 

been definitely an increase in citizen partic ipation at the local 
budget level, but in many communities citizens still believe they 
have better access to Federal programs and Federal program ad­
ministrators than they do to local level adm inistra tors.

Mr. Sabo. Have you got any basis for that?
Mr. Ginsburg. Yes; because in lots of communities what they 

sense is t ha t general revenue shar ing now is a regu lar par t of the  
taxes, the moneys which the local government has to spend, and 
when that happens because of th e pressures tha t many local gov­
ernments had, when they develop thei r budget they jus t count the 
GRS funds as par t of their  regular funds.

When a local citizen group comes up and questions the priorities, 
they say there are no opportun ities for examining those priorities, 
because it would require a tax increase. But if you have a commu­
nity development block grant which is targeted  to community de­
velopment programs a local citizen advisory committee  is called in 
as to where those funds should go.

Mr. Sabo. General Revenue Shar ing by the very definition is 
broad. You are telling me the person in a community  in Minneapo­
lis has more access to me in the total congressional structure  here 
than they have to the city councilman in Minneapolis?

That  is my question.
Mr. Ginsburg. They believe tha t the  GRS funds are so in term in­

gled with local funds t ha t the chance to do much about them is less 
than  in making decisions on where CETA funds and-----

Mr. Sabo. You are telling me you prefer  block g rants over gener­
al revenue sharing; tha t is not my question. General revenue sha r­
ing is integrated with the balance of tax receipts.

Mr. Ginsburg. With the clear inte nt by Congress, as you read 
the sharp  amplification of the  citizen participation in the 1976 law 
for ci tizens to become involved, there are too many cases, sir , they 
do not believe they have tha t opportunity.

Mr. Sabo. I would strongly suggest to you tha t the capacity and 
potential for citizens’ involvement as it exists today, with or with­
out revenue sharing, is much larger at the local and State level 
than it is at  the Federal level.

I was on the opposite side of this  four or five years  ago when we 
renewed revenue sharing, holding the position of the  leadership in 
the Legislature.

I found it very offensive for the Federal Congressman tell me as 
a leader of a State  Legislature  how to run our Legislature. When I 
know full well t ha t the access of people to myself and the  balance
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of Legislature, because they were close at hand was far grea ter 
than the access to Congressmen. All of us were accessible by tele­
phone and in person and to pretend that  somehow we didn’t have 
citizen involvement, in comparison to the Federal system, was 
ridiculous.

Plus the basic responsibilty for runn ing State government rests 
with State  government and basic responsibi lity for regula ting local 
government rests with the State government.

If we want to have revenue sharing, I guess basically we have to 
have some confidence in the ability of S tate and local government 
to know how to run itself. If we don’t have tha t confidence, let’s 
not have it.

I happen to have it, and I make no argument that  we have 
achieved perfection, but in comparison, in terms  of the access of 
citizens to the decision-making process, it is substantia lly greater  
at the State  and local level.

Mr. Ginsburg. I am not disagreeing with that . The one point 
tha t I am urging is the Office of Revenue Sharing exercise a little  
bit more initiative. There should not be tension between the Feder­
al Government telling a local government what the law mandates 
and a local government complying with the very sound rules  and 
opportunities the law provides.

That is what I am saying.
Mr. Sabo. I happen to thin k that  to pretend  that  the Federal 

Government enforce tha t in a massive way in all the governments 
in the country is the height of illusion. There is nothing more 
wasteful than the special ads run  in newspapers throughout the 
country advertis ing some sort of, wha t has to be not a serious, 
budget hearing on the special allocation of revenue sharing funds.

It is a grea t subsidy for the newspapers and accomplishes noth­
ing in bringing people into the normal ongoing budget process of 
State and local government which revenue  sharing  is part of.

If you want something othe r t han  revenue sharing so the options 
of making the spending decisions are not at the local government, 
you should say you are  agains t revenue  sharing.

By its very natu re tha t has to be part of the ongoing process and 
tha t is something you have to develop on a State  and local basis, 
and unless we want the Federa l Government to take  over the 
detailed administra tion and operation of State  and local govern­
ment. I thin k that would be the most horrendous thing that could 
happen.

Ms. Hentges. Mr. Chairman, to address your concern, or the 
point, Congressman Sabo, logic would tell us that access on the 
State and local level should be easier. What we are talk ing about is 
a part icular type of access, a citizen partic ipation requirement 
which in the history of government is fairly new.

I th ink some communities do this bett er than others, and we find 
this. The other  part  of this we would like to stress is citizens’ 
awareness of both the part  that they can have in an inpu t in 
decisions on general revenue shar ing is relatively new, and this is 
what we found in-----

Mr. Sabo. But tha t has to be related to the input and the total 
budget-making process for sta te and local government-----

Ms. Hentges. Absolutely.
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Mr. Sabo [continuing]. Because tha t is what  revenue sharing  is.
Ms. Hentges. Absolutely.
Mr. Sabo. It is the same as your locally collected property tax, your sales tax, your state  income tax, excise fees. It is part of the total budget.
Ms. Hentges. There is no question.
Mr. Sabo. Tha t is the philosophy of it.
Ms. Hentges. I think  tha t is r ight. I thin k what we are suggest­

ing is that the ORS can in some cases provide some nudging to those communities where they do not do it.
Mr. Sabo. You are suggesting that  the Federal government should sit up here as the big regulator governing the whole deci­

sionmaking process for State and local governments throughout the country.
Mr. Boland. I suppose this is a ma tter  that is going to be resolved if and when general  revenue  sh aring is extended. We have had general  revenue sharing since 1972. Then we got the amend­

ments in 1976, ther e were none of these proscriptions in the 1972 law, of course.
Then in 1974 we passed the Community Development and Hous­

ing Redevelopment Act—which transfer red  some seven categorical grant programs into the local communit ies and block gra nt pro­
grams. There  was considerable citizen partic ipation. I know there is in mine, but it poses the question whether or not ther e ought to be citizen participation  in a program which was passed ostensibly 
to assist local communities in meeting some of the problems they have budgetwise. Whether or not as Mr. Sabo has indicated, at its 
inception revenue  shar ing was done for that express purpose, to pump money into the  local communities, and to have them use it jus t about the way they want. They have been doing it  t ha t way, of course.

Of course, with the 1976 amendments, the contention here  is tha t they ought to comply with  the law. I guess nobody can quarrel with tha t very much, but you can’t have it both ways. You can have I think the most significant programs that are attuned to the  public are in the community block gra nts development program. There  is 
no doubt about it in my mind. They are  the ones that  actual ly touch most of the people, while th is is the program which, as I say, 
was intended  for the purpose of assisting the local communities in meeting some of thei r burdens back home, part icularly  the tax burdens.

I guess this will be a ma tter  which will be addressed more perhaps in the effort to extend revenue sharing when it expires.
Mr. Sklar. Sir, I guess the question that  your comments put the finger on, I think, is the issue of whether or not a program like 

general  revenue sharing, which was intended to be genera lly appli­
cable, becomes something more like a slush fund, which local offi­
cials could use without targe ting the  money to areas that serve those most in need.

The purpose of our  comments here about citizen partic ipation is to try to make sure tha t general  revenue  sharing is not that  so rt of a program, that it is one t ha t has as much citizen involvement; has as much citizen interest in helping to decide priorit ies for its  use as the other programs. It is natura l that  the othe r programs would
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generate more public interes t. The fact is that revenue sharing 
tends not to, because it is lost in the  whole process, and we are 
trying to make sure that doesn’t happen.

Mr. Boland. I don’t know w hethe r that  really is so. That  was not 
so in the basic law when it was passed in 1973, was it? That wasn’t 
the concept, th at ther e would be greater partic ipation in the gener­
al revenue shar ing program.

Mr. Sklar. No, that is right.
Mr. Boland. But, of course, then the change came in the 1976 

amendments, in which this was clearly called for. I guess if the law 
is there it ought to be enforced. Tha t is what  you are saying?

Ms. H entges. Yes, sir.
Mr. Sklar. There was a reason for the  change, which was a 

recognition of the fact that the  way the  money was being used 
when there were no citizen partic ipation standards was less satis ­
factory than if citizens were given the opportunity to help guide 
thei r public officials more directly.

Mr. Boland. Are you famil iar with the debate on the  1976 
amendments? Were you a round then?

Mr. Sklar. Oh, yes.
Mr. Boland. Tha t was not an easy thing to put into that  bill, in 

the general revenue sharing that  year, was it? There was consider­
able discussion wi thin the Government Operations Committee.

Mr. Ginsburg. People should know how these dollars are being 
spent. Here is the audi t which you as a congressman would like to 
see submit ted to assure  accountability. But when the  GAO shows 
at least 30 percent of the 11,000 jurisdictions  which have to file 
these audits  are not filing them on time, are filing them replete 
with errors,  are filing them filled with deficiencies, then  we say at 
least let ’s make those who receive the funds comply with congres­
sional intent.

Mr. Sabo. Tha t really relates to the basic problem of developing 
good auditing  systems-----

Mr. Ginsburg. Yes.
Mr. Sabo [continuing]. In the  State and local governments, it has 

nothing part icula rly to do with general revenue  sharing. If we 
want to have technical assistance programs for audit ing again, I 
think in our S tate we have developed a fairly good auditing  system.

Mr. McKinney. Many States  according to our study do not. The 
GAO when they went around to all these State audito rs and inter­
viewed them  in regard to the  revenue  sharing, indicated that  they 
welcomed the corrective assistance they received because it made 
the ir job easier in the ir dealing with local jur isdictions and State  
agencies. They expressly welcomed this  general  revenue sharing 
audit, because much of the public accounting field has been in 
disarray, not meeting genera lly accepted accounting standards,  to 
say nothing of general ly accepted accounting principles. It has 
improved th eir  capabilit ies, they say.

Mr. Boland. Thank you very much. This has been a very inte r­
esting discussion. We appreciate it very much.

Mr. Sklar. Thank you. I t was an interesting discussion.
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Environmental Protection Agency

STAT EME NT OF HON. JEROME A. AMBRO, A REPRESENT ATIVE IN 
CONGRESS FROM THE STATE OF NE W YORK

Mr. Boland. The Committee has received a stateme nt from the 
distinguished Member of Congress, Je rome  Ambro. This stateme nt 
will be placed in the record a t this point.

[The stateme nt follows:]
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Statement
by

Hon. Jerome A. Ambro 
of New York 
BEFORE THE

Subcommittee on HUD--Independent Agencies 
of THE

House Committee on Appropriations 
on

EPA Fiscal Year 1981
Office of Research and Development Apropriations 

May 7, 1980

Mr. Chairman, members of the Subcommittee, I appreciate 
THE OPPORTUNITY TO APPEAR BEFORE YOUR SUBCOMMITTEE. My PURPOSE 
FOR BEING HERE IS TO SHARE WITH YOU THE RESULTS OF THE ACTIONS 

TAKEN BY THE SUBCOMMITTEE ON NATURAL RESOURCES AND ENVIRONMENT,

WHICH I HAVE THE HONOR TO CHAIR, AND THE FULL COMMITTEE ON 

Science and Technology, which has endorsed the actions of the 
Subcommittee, in ordering reported the bill, H.R. 7099, which 
AUTHORIZES FISCAL YEAR 1981 APPROPRIATIONS FOR THE EPA OFFICE 

of Research and Development. The Committee report will be filed 
AND PRINTED IN THE NEXT COUPLE OF DAYS AND OF COURSE, WE WILL 

MAKE COPIES AVAILABLE TO YOU AT THAT TIME, TODAY, THEREFORE,

I WILL GIVE YOU ONLY A BRIEF SUMMARY OF WHAT WE HAVE DONE IN

THIS BILL.

Mr. Chairman, we looked very hard at EPA's research budget this 
YEAR AND TO MAKE A LONG STORY SHORT, WE FOUND SEVERAL AREAS THAT WE 

THOUGHT COULD BE CUT. THE PRESIDENT'S REQUEST TOTALED $396 ,16 6,0 00  

AND WE AUTHORIZED $3 85 ,712 ,000 . I MUST POINT OUT THAT THIS REQUEST 

AND AUTHORIZATION INCLUDES PROGRAM SUPPORT FUNDING FOR RESEARCH.

This was not part of the President's request but we felt that 
Program Support was an integral part of the research program and
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THEREFORE, WE AUTHORIZED ITS APPROPRIATION.

The final total we arrived at in this authorization
REPRESENTS A $1 0,05 4,00 0 CUT FROM THE PRESIDENT'S REQUEST.

This net reduction is made up of some curs  and additions 
THAT I WOULD LIKE TO DESCRIBE IN MORE DETAIL. BUT BEFORE I 

DO, I WOULD LIKE TO SAY A FEW GENERAL WORDS ABOUT OUR APPROACH.

First, I don't believe that the cuts we have made will 
ADVERSELY IMPACT THE RESEARCH PROGRAM OR THE AGENCY'S ABILITY 

TO FULFILL ITS MISSION. THIS IS BECAUSE THE CUTS WERE TAKEN 

PRINCIPALLY IN AREAS WHERE THE AGENCY HAD REQUESTED VERY 

LARGE INCREASES AND WE WERE NOT CONVINCED THAT THEY COULD 

INDEED HANDLE THESE ADDITIONAL FUNDS. CUTS WERE ALSO MADE IN 

AREAS WHERE THE AGENCY HAD LARGE CONTRACTING EFFORTS WITH 

RELATIVELY SMALL IN-HOUSE RESEARCH TO COMPLEMENT THEM. STAFF 

INVESTIGATIONS HAVE INDICATED THAT RESEARCH AREAS WITH HIGH 

EXTRAMURAL TO INTERMURAL RATIOS WERE INHERENTLY INEFFICIENT.
This is because EPA researchers are spending more and more 
TIME MONITORING CONTRACTS AND LESS TIME DOING RESEARCH. THEY 

ARE SPREAD SO THIN THAT THEIR ABILITY TO ADEQUATELY CONTROL 

INDIVIDUAL CONTRACTS IS IMPAIRED. THE RESULT OF THIS IS THAT 

BAD CONTRACT WORK MAY GO UNDETECTED AND UNCORRECTED AND

SUBSEQUENTLY, THE RESEARCH RESULTS ARE LESS USABLE AND MONEY 

is  wasted. Therefore, we believe that the reductions that 
WE HAVE RECOMMENDED WILL, IF THE AGENCY RESPONDS APPROPRIATELY, 

ONLY HAVE THE EFFECT OF IMPROVING THE BALANCE BETWEEN EXTRAMURAL

AND IN-HOUSE RESEARCH.

63- 277  O - 80 -
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Let me now mention two themes running through our
ACTIONS WITH RESPECT TO THIS BUDGET.

The first is a continuation of last year's instructions 
to the Agency. That is, we encourage them, especially in 
THEIR HEALTH EFFECTS PROGRAMS, TO CONCENTRATE ON QUANTIFYING 

THE EFFECTS OF KNOWN TOXIC SUBSTANCES VERSUS IDENTIFYING NEW 

SUBSTANCES THAT ARE POTENTIALLY HAZARDOUS. I THINK WE ALL 
KNOW OF THE KINDS OF EFFECTS THAT CAN BE GENERATED WHEN A 

CHEMICAL IS NAMED AS A POTENTIAL CARCINOGEN. FOR EXAMPLE, 

BUSINESSES MAY HESITATE TO MAKE CAPITAL INVESTMENT IN PROCESSES 

INVOLVING THAT CHEMICAL. CITIZENS MAY FEEL THREATENED BY 

SOMETHING THAT TURNS OUT EVENTUALLY TO BE MUCH LESS HARMFUL 

THAN ORIGINALLY THOUGHT. OUR FEELING WAS THAT THERE ARE 

ENOUGH POTENTIALLY HARMFUL SUBSTANCES ALREADY IDENTIFIED, AND 

the Agency really must concentrate on quantifying the effects 
OF THESE KNOWN POLLUTANTS.

The SECOND THEME in our efforts is the need to improve 
THE QUALITY OF THE AGENCY'S RESEARCH PROGRAM. THIS IS MANIFESTED 

NOT ONLY IN THE AUTHORIZATION LEVELS BUT IN SOME NEW PROVISIONS 

in Section A of the bill which are intended to encourage a 
HIGHER QUALITY RESEARCH PROGRAM IN VARIOUS WAYS. THE PROVISIONS 

of Section A will have little fiscal impact on the program. I 
MIGHT ADD IN THAT LINE THAT OUR BUDGET CUTS RECIPROCALLY WILL

HAVE LITTLE IMPACT ON THE QUALITY OF THE PROGRAM OR POSSIBLY

A POSITIVE IMPACT IF THE LOWER QUALITY RESEARCH IS WIPED OUT 

BECAUSE OF THE REDUCED BUDGET. I BRING THIS UP BECAUSE,
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OBVIOUSLY WHAT WE ARE TRYING TO DO IS TO GET MORE BANG FOR THE 

buck. This is something that is difficult to judge but 
TREMENDOUSLY IMPORTANT. THE BUDGET DESCRIPTION FOR A GOOD 

RESEARCH PROGRAM AND A POOR RESEARCH PROGRAM MIGHT BE IDENTICAL, 

BUT THE USABILITY OF THE RESULTS CAN BE COMPLETELY DIFFERENT.

Since we're really interested in the ultimate usefulness of 
THE INFORMATION PRODUCED IN THESE PROGRAMS, WE REALLY HAVE TO 

THINK ABOUT THE QUALITY OF THE WORK GOING ON.

I WOULD LIKE TO TURN NOW TO SOME OF THE SPECIFIC BUDGET 
ACTIONS IN OUR BILL.

First, we have increased the Great Lakes Research Program 
by $2 ,500 ,000 . Our intention is to restore this program to the 
1980 LEVEL AND TO PROVIDE $500,000 AS A PASS-THROUGH TO NOAA 
for their Great Lakes Research Program. The Great Lakes are a 
VALUABLE RESOURCE AND ITS PRESENT AND PROJECTED CONDITION WITH

RESPECT TO CONTAMINATION FROM TOXIC SUBSTANCES REPRESENTS BOTH 

A NATIONAL AND INTERNATIONAL PROBLEM, We BELIEVE THAT THE LEVEL 
OF RESEARCH EFFORT WE HAVE AUTHORIZED IS TOTALLY JUSTIFIED AND 

THAT BY PROVIDING PASS-THROUGH MONEY, COOPERATION BETWEEN EPA 
AND NOAA WILL BE FOSTERED AND BOTH PROGRAMS WILL BE MORE EFFECTIVE 
IN SOLVING THE GREAT LAKES PROBLEM.

We have also authorized $9 ,000 ,000  for a Groundwater Research 
Program. This is an increase of $2 .1 million over the President's 
REQUEST AND BRINGS THE GROUNDWATER PROGRAM UP TO THE SAME LEVEL 

AUTHORIZED IN 1980. GROUNDWATER IS A VALUABLE RESOURCE AND ITS 

POLLUTION IS A TREMENDOUS PROBLEM. I'M  SURE MANY OF YOU HAVE 
RECEIVED CONSTITUENT MAIL ABOUT GROUNDWATER CONTAMINATION PROBLEMS
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IN YOUR OWN DISTRICTS. It'S ONLY GOING TO GET WORSE IN THE 

FUTURE AS MORE AND MORE TOXIC SUBSTANCES, HAZARDOUS WASTE, AND

DISCHARGES FROM ENERGY INDUSTRIES ARE GENERATED BY OUR DEVELOPING 

INDUSTRIAL TECHNOLOGIES. THE AGENCY HAS MOVED SLOWLY IN THIS 

AREA AND WE ASK YOUR HELP IN ENCOURAGING THEM BY MAKING FUNDS 

AVAILABLE FOR A $4,0 00,000 GROUNDWATER RESEARCH PROGRAM. THE 

Agency simply does not have the fundamental knowledge of 
GEOHYDROLOGY NECESSARY TO GUIDE A CONTROL AND ABATEMENT STRATEGY. 

For example, much of this protection will be carried out through 
THE CONTROL OF HAZARDOUS WASTE DISPOSAL. BUT AT THIS TIME, WE 

SIMPLY DO NOT KNOW ENOUGH ABOUT HOW WATER LEACHING THROUGH

HAZARDOUS WASTE AND WASTE DISPOSAL SITES WILL MOVE IN THE 

ground. Without this knowledge, control strategies may be 
FORMULATED FROM SPECULATION AND THEIR EFFECTIVENESS WOULD BE 

UNCERTAIN. We MUST HAVE THE KNOWLEDGE BASE TO DEVISE EFFECTIVE 

SAFEGUARDS BECAUSE WITHOUT IT, WE WILL FACE A GRAVE PROBLEM THAT 

WILL REQUIRE ENORMOUS COSTS TO SOLVE. THE NEED FOR THIS PROGRAM 

IS UNQUESTIONABLE.

Let me just comment that in both the Groundwater and Great 
Lakes Programs, our intention is that there be a focus on hazardous 
AND TOXIC SUBSTANCES. I MENTION THIS BECAUSE I WILL LATER DESCRIBE 
SOME CUTS IN THE HAZARDOUS AND TOXIC AREAS. My POINT IS THAT THE 

CUTS ARE SOMEWHAT MITIGATED BY THE FACT THAT WE ARE DIRECTING THE 

Groundwater Program to study the effects and migration of toxic 
MATERIALS AND SIMILARLY, WE ARE DIRECTING THE GREAT LAKES PROGRAM

TO STUDY EFFECTS OF TOXICS IN THE LAKES.



691

We have also added  $2 ,50 0,0 00  to restore the Renewable 
Resources Program which provides assessments of the environ­
mental CONSEQUENCES OF AGRICULTURE AND FORESTRY PRODUCTION 

activities. Mr. Chairman, I think it would be terribly bad 
TO CUT THIS PROGRAM AT THIS TIME JUST AS THE DEPARTMENT OF 

Energy is considering greatly enhancing the production of 
ENERGY FROM BIOMASS. UNDOUBTEDLY, SUCH PRODUCTION WILL RESULT 

IN LARGE PLANTATIONS OF VARIOUS KINDS OF PLANTS DESTINED TO

BECOME GASOHOL OR OTHER FUELS AND IT WOULD BE VERY SHORT-SIGHTED

OF US TO CUT OUR RESEARCH EFFORTS IN THIS AREA AT THIS TIME.

Finally, I want to mention that we have once again 
AUTHORIZED $1 ,00 0,0 00  FOR A PROGRAM ON AQUATIC WEEDS —  

SPECIFICALLY, TO FIND ENVIRONMENTALLY SOUND METHODS OF CONTROLLING 

AQUATIC WEEDS. THIS IS A PROGRAM THAT AFFECTS ALL OF THE SUNBELT 

STATES, AND WE FEEL THAT IT SHOULD BE SPECIFICALLY PROVIDED FOR 

IN YOUR APPROPRIATION BECAUSE THE AGENCY HAS BEEN VERY RELUCTANT 

TO INVEST FUNDS IN THIS AREA IN THE PAST.

At this TIME, I WOULD like to describe the three major cuts 
THAT WE HAVE MADE IN THE AGENCY'S PROGRAM. FIRST, WE HAVE CUT $6 ,00 0,0 00  from the Solid Waste Program and authorized that program 
AT A LEVEL OF $2 0,4 46 ,000 . I WANT TO POINT OUT THAT THAT PROGRAM 
WAS RUNNING AT A LEVEL OF ABOUT $8 MILLION IN FY 1979 WHEN LOVE 
Canal came along and the Agency suddenly recognized they had a 
problem. Their request of some $2 6,0 00 ,00 0 this year would 
represent a more than 300 percent increase in two years. We 
SIMPLY DO NOT BELIEVE THE AGENCY CAN MANAGE THAT KIND OF INCREASE.I SHOULD POINT OUT THAT AT THE SAME TIME THIS CATEGORY IS INCREAS­
ING, the Agency was also essentially terminating its activities
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ON MUNCIPAL SOLID WASTE AND BRINGING HAZARDOUS WASTE ACTIVITIES 

FROM $5 MILLION UP TO BASICALLY THE WHOLE PROGRAM AT THIS TIME.

The Resource Conservation Recovery Act was passed in 1976 . The 
Agency should have responded to the hazardous waste problem at 
THAT TIME. THERE IS LANGUAGE IN THE SCIENCE AND TECHNOLOGY 

Committee report which indicates that the Congress was aware of 
THE PROBLEM OF HAZARDOUS WASTES. WE DON'T THINK IT IS NOW 

APPROPRIATE TO TRY TO BURY THIS PROBLEM IN DOLLAR BILLS.

Our response in the toxic substances area was similar. The 
Agency had requested an $8 ,00 0,0 00  increase over the 1980 level 
FOR THEIR HEALTH AND ECOLOGICAL EFFECTS PROGRAM, AND WE REDUCED 

THIS BY $4 ,00 0,0 00  GIVING THEM A LEVEL OF $2 8,00 0, 00 0,  $4 ,00 0,0 00  
OVER LAST YEAR. WE FEEL THAT SORT OF INCREASE CAN BE ABSORBED BY 

the Agency. The Agency asked for an increase of 53 staff positions 
IN THIS AREA. We WOULD ENCOURAGE THEM TO HIRE THAT STAFF (AND 
ALSO TO HIRE THE STAFF REQUESTED IN THE SOLID WASTE PROGRAM) IN 

ORDER TO HELP CORRECT THE EXTRAMURAL VERSUS IN-HOUSE INBALANCE

IN THEIR PROGRAM.

In both the hazardous and toxic areas, the agency has
APPEALED OUR CUTS STATING THE VERY PRESSING CURRENT NEEDS THEY

HAVE TO REGULATE AND CONTROL BOTH HAZARDOUS WASTE AND TOXIC 

SUBSTANCES. OUR RESPONSE TO THIS IS THAT WE ARE AUTHORIZING A 

RESEARCH PROGRAM WHICH BY ITS NATURE IS FUTURE-ORIENTED. If 
THEY WANT MORE MONEY IN THEIR REGULATORY PROGRAMS, THEY SHOULD 

REQUEST FUNDS IN THEIR ABATEMENT AND CONTROL AREA. THE RESEARCH 

PROGRAMS WILL PAY OFF IN THE FUTURE AND IT IS FOR THAT REASON

THAT WE BELIEVE AN ORDERLY GROWTH IS APPROPRIATE.
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The third cut by the Subcommittee was a $5 ,000 ,000  
DECREASE IN THE ENERGY PROGRAM. Of THIS DECREASE $850,000 
CONSTITUTES A REPROGRAMMING FROM ENERGY HEALTH AND ECOLOGICAL 

Effects to the Groundwater Research Program. This is just 
A TRANSFER OF GROUNDWATER RELATED RESEARCH FROM THE ENERGY

AREA INTO THE GROUNDWATER AREA IN ORDER TO CONSOLIDATE A 

Groundwater Program and provide a critical mass. There is 
ALSO A $0 ,145 ,000  CUT IN THE ENERGY CONTROL TECHNOLOGY PROGRAM.
This is another program with a very high ratio of contract work 
TO IN-HOUSE WORK. THE COMMITTEE BELIEVES THAT THE SLIGHT REDUCTION 

in the Contract Program would probably not have a significant 
IMPACT ON THE INFORMATION OUTPUT.

Finally, Mr. Chairman, I want to point out that the 
Committee has taken an action which has affected the structure 
OF THE EPA BUDGET. THAT IS, WE HAVE TAKEN APART THE SO-CALLED 

Anticipatory Research Program and distributed its elements among 
THE VARIOUS OTHER PROGRAM CATEGORIES. THE ANTICIPATORY PROGRAM 

NEVER DID MAKE MUCH SENSE, ESPECIALLY SINCE VIRTUALLY ALL OF

THE SUBPROGRAMS CONTAINED IN IT COULD BE RELATED TO ANOTHER 

PROGRAM AREA. THEREFORE, IN DISBURSING THIS PROGRAM, WE HAVE 

NOT CUT IT BUT ONLY ASSIGNED THE SUBELEMENTS TO THEIR LOGICAL 

HOMES WITHIN THE EPA PROGRAM STRUCTURE.
Hr. Chairman, I think you can see that we have done a very 

THOROUGH JOB IN ANALYZING AND MARKING UP THIS EPA BUDGET. OUR 

FINAL AUTHORIZATION FIGURE IS SIGNIFICANTLY BELOW THE PRESIDENT'S 

REQUEST. We've ARRIVED AT THIS FINAL FIGURE BY MAKING SOME INCREASES 
AND SOME DECREASES. I HOPE THAT YOU WILL BE COGNIZANT OF OUR 

RECOMMENDED INCREASES AS WELL AS THE CUTS AS YOU PROCEED THROUGH 
YOUR MARK-UP PROCESS.



694

Department of Housin g and U rban  Development

STATEMENT OF HON. EDWA RD R. ROYBAL,  A REPRESEN TATIVE IN 
CONGRESS FROM THE STATE OF CALIFOR NIA

Mr. Boland. The Committee has received a statement from the 
distinguished Member of Congress, Edward Roybal. This state men t 
will be placed in th e record a t this point.

[The statemen t follows:]
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S ta te m e n t S u b m it te d  by  
C ongre ss m an  Edw ard R. R oybal 

to  th e

Su b - Com mit  te e  on  H U D -I ndep en den t A g e n c ie s  
H ou se  C om m it te e on  A p p r o p r ia t io n s  

May 1 9 , 19 80

Mr. C ha ir m an :

I come  b e f o r e  t h i s  S u b-C om m it te e  to  e x p r e s s  t o t a l  s u p p o r t  f o r  
th e  C o n g re g a te  H ou sin g  S e r v ic e s  A ct  o f  19 78  an d  to  u rg e  t h a t  $10  

m i l l i o n  be a p p r o p r i a t e d  f o r  FY 19 81  to  c a r r y  o u t  t h e  p r o v i s i o n s  o f  
t h i s  A c t.

Th e l e g i s l a t i o n  f o r  th e  C o n g re g a te  H ousin g  S e r v ic e s  P ro gra m  
a u th o r i z e d  $20 m i l l i o n  f o r  FY 1 9 7 9 , $25 m i l l i o n  f o r  FY 1 9 8 0 , $35  

m i l l i o n  f o r  FY 1 9 8 1 , $40  m i l l i o n  f o r  FY 19 82  an d $4 5 m i l l i o n  f o r  

FY 1983. D u ri n g  FY 1979 , $10  m i l l i o n  w er e a p p r o p r i a t e d  to  s t a r t  

th e  p ro g ra m . F o r FY 1980 , a n o th e r  $10 w er e a p p r o p r i a t e d .  T h ese  

a p p r o p r i a t i o n s  hav e  f a l l e n  s h o r t  o f  th e  m o n ie s  a u th o r i z e d  i n  th e  

l e g i s l a t i o n .  I t  d i s t u r b s  an d c o n c e rn s  me g r e a t l y  t h a t  th e  A dm in is  

t r a t i o n  h a s  e l e c t e d  n o t  to  r e q u e s t  an  a p p r o p r i a t i o n  f o r  th e  

C o n g re g a te  H ou sin g  S e r v i c e s  A ct  in  FY 1 9 8 1 . HUD c o n te n d s  t h a t  

a d d i t i o n a l  fu n d in g  h a s  n o t  b een  r e q u e s t e d  f o r  FY 19 81  p e n d in g  

p ro g ra m  e v a l u a t i o n  o f  th e  p i l o t  p r o j e c t .

I w ould  l i k e  to  r e f u t e  HUD's p o s i t i o n  t h a t  c o n g r e g a te  h o u s in g  

i s  a p i l o t  o r  d e m o n s tr a t io n  p r o j e c t .  Th e C o n fe re n c e  R e p o rt  s t a t e s  

t h a t  HUD m ust  su b m it  an  a n n u a l r e p o r t  so  t h a t  C o n g re ss  c o u ld  

d e te rm in e  w h e th e r  th e  p ro g ra m  sh o u ld  be e x p a n d e d . C l e a r l y ,  th e  

C o n g re s s io n a l  i n t e n t  wa s f o r  a f u l l - f l e d g e d  o n -g o in g  p ro g ra m  an d 

n o t a p i l o t  o r  d e m o n s tr a t io n  p r o j e c t .  C o n g re g a te  h o u s in g  i s  n o t  

an  e x p e r im e n ta l  c o n c e p t . I t s  c o s t - e f f e c t i v e n e s s  i s  u n d i s p u t e d .
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Research findings have confirmed the benefits to the elderly and 
the cost savings derived from the program. A 1976 report published 
by HUD entitled Evaluation of the Effectiveness of Congregate 
Housing for the Elderly concluded that congregate housing was an 
extremely effective program. HUD's own report states, "The 
research results... all converge in the overwhelming conclusion 
that congregate housing does indeed effectively meet the needs of 
its elderly residents."

In view of the current Congressional effort over controlling 
escalating health care costs, fighting inflation and balancing the 
Federal budget, it certainly seems desirable that Congress should 
provide continuing funding for the Congregate Housing Services 
Program. To do otherwise will in fact result in more expenditures 
to the government in increased costs for Medicaid and Medicare pay­
ments to those individuals not able to participate in the program 
and forced to be unnecessarily institutionalized. It has been 
proven without a doubt that this program saves money and is a more 
efficient and effective way of providing services to the frail and 
impaired elderly. Testimony documents that it costs approximately 
$1,500 a year to provide supportive services to an impaired older 
person through the congregate housing program compared to an 
annual cost of $9,500 through nursing homes and other institutions.

My Sub-Committee on Housing and Consumer Interests of the 
Select Committee on Aging has collected various studies and related 
testimony that reiterates the fact that congregate housing services 
prevents and/or delays premature or otherwise inappropriate institu­
tionalization thus saving millions of dollars in nursing home care 
costs. In addition, congregate housing provides social as well as 
psychological benefits to the elderly. While these benefits cannot
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be  m ea su re d in  q u a n t i t a t i v e  te rm s , i t  i s  im p o r ta n t to  em phas iz e t h a t  

f o r  th e  ' a t  r i s k '  e ld e r ly  p o p u la ti o n  th e s e  b e n e f i t s  a re  s i g n i f i c a n t  

in  m a in ta in in g  f u n c t io n a l  in dep en d en ce .

C ongre gate  h o u si n g  in c lu d e s  th o se  s e r v ic e s  w hic h wo uld a ll o w  

te m p o ra r i ly  d is a b le d  e ld e r ly  p e rs o n s  to  re m ain  i n  t h e i r  home s. The 

p ro v is io n  o f  s e r v ic e s  su ch  as  m ea ls , p e rs o n a l a s s i s t a n c e  and  

hom emake r c h o re s  a re  o f t e n  th e  maximum ra n g e  o f  s e r v ic e s  t h a t  th e s e  

e ld e r ly  p e rso n s  ne ed  in  o rd e r  to  m a in ta in  an  in d ep e n d en t l i f e - s t y l e  

an d p re v e n t p re m a tu re  a n d /o r  in a p p r o p r ia te  i n s t i t u t i o n a l i z a t i o n .

I wan t to  em phas iz e t h a t  c o n g re g a te  hou si n g  i s  n o t d e si g n ed  

to  r e p la c e  e x is t i n g  s o c i a l  s e r v ic e s  p ro g ra m s, n o r do I wan t to  

le a v e  th e  im p re ss io n  t h a t  th e  s o c i a l  s e r v ic e s  b e in g  p ro v id ed  th ro u g h  

th e  v a r io u s  a g e n c ie s  ha ve  t o t a l l y  f a i l e d  to  se rv e d  th e  e ld e r ly  in  

F e d e ra l ly  f in a n c e d  h o usi ng  p r o j e c t s .  C ongre gat e  h o u si n g  s e rv ic e s  

canno t s u b s t i t u t e  no r a re  th ey  in te n d e d  to  s u b s t i t u t e  th e  s e rv ic e s  

b e in g  p ro v id e d  th ro u g h  o th e r  fu n d in g  so u rc e s . The l e g i s l a t i o n  

s p e c i f i c a l l y  pr oh ib its  d u p l ic a t io n  an d pr og ra m  g u id e l in e s  s p e c i f i c a l l y  

r e q u ir e  t h a t  sp o n so rs  o f c o n g re g a te  h ousi ng  and th e  Area A gen ci es  

and Ag ing c o o rd in a te  pr og ra m  p la n s  in  o rd e r  to  av o id  an y d u p l ic a t io n  

In  e f f e c t ,  c o n g reg a te  housi ng  co m pl em en ts  an d su p p le m en ts  e x is t in g  

s e r v i c e s .

E x is ti n g  s o c ia l  s e r v ic e  pro gra m s f o r  th e  e ld e r ly  do p ro v id e  

a d eq u a te  s e r v ic e s  g iv en  t h e i r  r e g u la to r y  c o n s t r a i n t s .  Ho we ver, 

th e s e  pro gra m s o f te n  p r e s e n t  s t r u c t u r a l  a n d /o r  p ro gra m m at ic  

pro ble m s t h a t  make the m in ad e q u a te  f o r  c o n g re g a te  h o u s in g . Fo r 

ex am ple , c o n g re g a te  r e s id e n t s  ne ed  2 o r 3 m ea ls  a day , se ven  day s 

a wee k.  The T i t l e  I I I  (C) N u t r i t io n  Pr og ram o f  th e  O ld er Am er ic an s 

Act  p ro v id e s  o n ly  one mea l a d ay , f iv e  day s a wee k.  T i t l e  XX o f  

th e  S o c ia l S e c u r it y  Act  p e rm it s  a f u l l  m ea ls  pr og ram  in  on ly  l im i te d

-3 -



698

c ir c u m s ta n c e s  f o r  no more th an  s ix  m onth s.  The  m u lt i - y e a r  fu ndin g 

c y c le  f o r  th e  c o n g re g a te  housi ng  s e r v ic e s  pr og ra m  g u a ra n te e s  p ro ­

gram  c o n t in u i ty  n e c e ssa ry  in  o rd e r  to  dev e lo p  an d a d m in is te r  a 

co m pre hen si ve and c o o rd in a te d  hou si n g  and s o c i a l  s e r v ic e s  pr og ram .

I t  i s  im p o rt a n t to  n o te  t h a t  th e  in a p p r o p r ia te  p la ce m en t o f 

th e  im p a ir ed  in  n u rs in g  homes i s  b o th  d e tr im e n ta l  to  th e  e ld er ly  

p e rs o n  p lu s  f i n a n c i a l l y  un so und. W hi le  o n ly  5% of  th e  e ld e r ly  

p o p u la ti o n  a re  in  i n s t i t u t i o n s ,  s tu d ie s  hav e e s t im a te d  t h a t  404 

o r more o f th e s e  p e rso n s  do n o t belo ng  th e r e  an d can  a c tu a l ly  

fu n c ti o n  b e t t e r :  in  a much l e s s  r e s t r i c t i v e  e n v ir o n m en t.  The 

in a p p r o p r ia te  p la cem en t o f  an  e ld e r ly  p e rso n  in  a n u rs in g  ca re  

f a c i l i t y  o f te n  en co u ra g es a dep en de nc y t h a t  i s  n o t w a rr an te d  th u s  

m in im iz in g  an y f u n c t io n a l  in dep enden ce t h a t  co u ld  o th e rw is e  be 

su p p o rte d . N a ti o n w id e , 55% o f  n u rs in g  home e x p e n d it u re s  a re  f in an c ed  

by M ed ic ai d and M ed ic ar e p ro gra m s.  O b v io u sl y , th e  ta x p a y in g  p u b li c  

i s  h e a v il y  s u b s id iz in g  th e  i n s t i t u t i o n a l  c a re  o f  o ld e r  p e rso n s .

The p ro v is io n  o f co n g re g a te  h ousi ng  s e r v ic e s  m us t be  view ed  

in  ju x ta p o s i to n  to  th e  in c re a s in g  e ld e r ly  p o p u la t io n . The Con­

g r e s s io n a l  Bud ge t O ff ic e  e s ti m a te s  t h a t  a t  l e a s t  1 .3  m il l io n  e ld e r ly  

p e rs o n s  and p e rh ap s as many as  2 .S  m il l io n  co u ld  b e n e f i t  from 

c o n g re g a te  hou si n g  s e r v i c e s .  To day,  o v er 150,0 00  e ld e r ly  and  

hand ic ap ped  p e rs o n s  a re  e l i g i b l e  f o r  c o n g re g a te  h o u s in g . By th e  

y e a r 20 00 , 30. 6 m il l io n  p eo p le  w i l l  be  65 y e a rs  o f  ag e and o ld e r .

In  a d d i t io n ,  th e r e  w i l l  be  an  in c re a s e  in  th e  'o l d e r ' o ld  p o p u la ti o n , 

i . e .  th o se  over 75 y e a rs  o f age.  T h is  o ld e r  p o p u la t io n  w i l l  d e f i n i t e l y  

r e q u ir e  th o se  s u p p o r ti v e  s e r v ic e s  whi ch  w i l l  e n a b le  them to  re m ain 

in  t h e i r  ho mes . T enan ts  o f p u b li c  an d S e c ti o n  202  housi ng  a re  

in c re a s in g  in  a g e , th u s  c r e a t in g  a d d i t io n a l  s e r v ic e  dema nds.

In  c lo s in g  my re m ark s , I would  l ik e  to  s t r e s s  th e  fo ll o w in g :
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1. Congregate housing has been proven to be a 
cost-effective and financially sound program.

2. The congregate housing services program was intended to be a full-fledged on-going program 
rather than a "pilot-effort."

3. Congregate housing provides a supportive
environment which enables elderly residents to live a life of optimum dependency.

4. The Congregate Housing Services Program does not duplicate existing programs but rather supple­ments and/or complements existing social services.

The Congregate Housing Services Program was intended to provide 
the funding of a basic service package to meet the needs of frail 
elderly and handicapped residents of Section 202/8 and Public Housing. 
In order to assure a continuity of service delivery it is imperative 
that this Subcommittee provide $10 million for FY 1981. Anything less 
than last year's funding level will definitely endanger our efforts 
in reducing costs and providing more effective services to the elderly 
in this country.
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Dep artm en t of  H o usi ng  and  U rb an  Dev el opm en t

STATEMENT OF ADA E. SEER, NA TIV E AME RICAN RIGHTS FUND

Mr. Boland. The Committee has received a statement from the 
Native American Rights Fund. This statement will be inserted in 
the record a t this point.

[The statement follows:]
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My name is Ada Deer and I am a legislative liaison for 
the Native American Rights Fund. The Native American Rights 
Fund is the oldest and largest national Indian interest law 
firm. Since its inception in 1970, the Fund has worked on 
behalf of hundreds of tribes, Indian communities, groups, and 
individuals in over forty states to preserve tribal existence, 
to protect tribal resources, to promote human rights, to hold 
the dominant government accountable to Native peoples and to 
strengthen Indian law. My duties include representing the in­
terest of Indians to the Congress.

My purpose here today is to relate to you the housing 
needs of American Indians. I will not present to you Indian 
housing problems from a policy perspective. Rather, I would 
like you to come to understand Indian housing problems from 
the perspective of a reservation Indian whose shelter —  one 
of the basic necessities of life —  is dependent upon you.

Indians today are the worst housed group in America.
It is not uncommon for Indian people to live in small shacks 
without benefit of running water or electricity which are taken for 
granted by most Americans. In March of 1978, the GAO reported 
that while 12.9% of all Americans live in substandard housing,
60% of all Indian families do.

I report to you that there is both good news and bad 
news in Indian housing. The good is that 30,000 homes for 
Indians were built between 1961 and 1979. The bad is that 
this is not enough. The actual numbers of substandard units 
has been growing steadily: from 53,000 in 1972 to 62,000 
in 1978.

Due to a boom in the population of Indians in recent 
years (between 1960 and 1970, the Indian population doubled) 
and the fact that the median age of Indians is 20.4 years, 
there is a sharp increase in new Indian family formation. 
Correspondingly, the.number of new Indian families living in 
substandard housing is increasing at an average annual rate 
of about 4,000. During the decade of the 1970's the Federal 
dollar commitment to Indian housing was barely sufficient to 
keep pace with this annual increase. There is a backlog of 
about 100,000 substandard Indian units needing repair or 
total replacement. To give a specific example -- between 
1970 and 1976, 27,000 units were constructed on Indian res­
ervations with Federal assistance, but during that same per­
iod, the number of Indian families living in substandard 
housing increased at an average annual rate of 3,916. It is 
imperative that government programs respond to this’ increase.

-1-
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Excluding various mortgage insurance programs such as VA and FHA, the government provides housing assistance suf­ficient to meet approximately 5 to 6 percent of the need for the total U.S. population and between 2.5 to 4 percent of the need for Indian housing. This is patently unfair on its face and more so when 1) the disparity in the percentage of Indian families living in substandard housing is compared to that of the general population and 2) when the relative quality of housing between Indians and other population groups is considered.
In past years the Federal goal for Indian housing has been set at 6,000 units. However, because inadequate unit development cost figures were used and because inflation projections were generally overly optimistic, the ACC auth­ority provided has rarely been sufficient to actually build 6,000 units. A lengthy delay between appropriation of money, allocation to the regional offices, and construction starts has further eroded the number of units that could be built with available funds due to inflation.
In FY 80 the Administration proposed to cut the alloca­tion of units for Indian housing from 6,000 to 4,000 units. Reacting to the obvious unfairness of this and to the appeals of various Indian and public interest groups, Congress re­stored the 2,000 units. The FY 81 budget proposal submitted by the Administration once again seeks to impose a one-third cut in Indian housing funding. The Administration's stated reason for seeking such a drastic cut in Indian housing is an inability to actually produce that many units. While HUD Indian housing production was far behind the goals set in the early 1970's, improvement in recent years has been dramatic. According to HUD's own figures, Indian housing construction starts more than doubled between 1975 and 1979. In FY 75 there were 2,170 starts compared to 4,599 in FY 79. This represents an average annual' gain in starts of 607 units. Assuming this same trend to hold, one could expect a minimum 5,813 unit production capability for FY 81 if adequate ACC authority were to be provided. It is widely believed by In­dian housing authorities that the present delivery system for Indian housing is capable of producing more than 6,000 units if HUD were to allocate units to the IHA's on a more timely basis and if HUD allocated units each year to all IHA's having production capability.
In testimony submitted to the Subcommittee on HUD-Inde- pendent Agencies of the House Appropriations Committee last year by the Committee to Save Indian Housing, it was stated:
"It has taken 18 years to develop a delivery system for Indian housing capable of delivering 6000 units per year. A cut in funding of the magnitude proposed (6,000 to 4,000 units) will seriously jeopardize this recently achieved production capability."

63- 277  0 - 8 0 - 4 5
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"We believe a hasty decision to cut these monies at 
this time will be a decision that will take many years 
and much more funding to correct."
This statement still holds true and I urge this Sub­

committee to include report language maintaining Indian 
housing funding at the 6,000 unit level.

The need, as I said, is pressing today and increasing 
daily. I realize that the responsibility for ensuring that 
the 6,000 needed units are adequately funded lies not only 
with this Subcommittee, but with the Administration and 
with other Senate and House committees as well. However, 
this Subcommittee must decide to make a continuing commit­
ment to Indian housing. You must do all you can to ensure 
that the 1981 Budget reflects your desire to end the deplor­
able, degrading housing conditions of tens of thousands of 
Indians.

Mr. Chairman and committee members, I spent 13 years 
of my life in substandard Indian housing. When I speak of 
the need for adequate housing for Indians, I speak from mem­
ories of no electricity, no running water, and many cold 
Wisconsin winters. I am searching, as we all are, for more 
effective and productive housing programs. The solutions do 
not come easily. Still, the need for adequate housing for 
Indians persists and grows, and Congress must continue to 
meet that need.

Thank you.

Endorsed by: National Indian Housing Council 
Housing Assistance Council
Kenneth Black, Executive Director, National 

Trible Chairman's Association
Ronald Andrade, Executive Director, National 

Congress of American Indians
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Dep ar tm en t of  Hou sin g an d U rba n Dev el op me nt

STATEMENT OF JAM ES H. WILSON, VICE MAYOR OF THE CITY OF LONG 
BEACH, CALIFORNIA, REPRESENTING THE NATIO NAL ASSOCIATION OF 
REGIONA L COUNCILS

Mr. Bol an d. The Committee has received a statement from the
National Association of Regional Councils. This stateme nt will be 
placed in the  record a t this point.

[The s tatemen t follows:]
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ON BEHALF OF THE

NATIONAL ASSOCIATION OF REGIONAL COUNCILS
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HOU SE COMMITTEE ON APPROPRIATIONS
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AND URBAN DEVELOPMENT

MAY 15, 1980 
WA SHINGT ON , DC



707

M r.  C ha irm an , I am James  W il so n , Vice M ay or  of  Long B ea ch , 
C ali fo rn ia , an d P re si den t of  th e N ational A ss oc ia ti on  of Reg iona l C o u n c il s.
I ap p re c ia te  th e  Su bc om mitt ee  gi vi ng  me th is  opp or tu ni ty  to  te s ti fy  on  th e  
FY'81 budget  fo r th e Dep ar tm en t of  Hou si ng  an d Ur ba n D ev el op m en t.

As yo u kn ow , Mr. Cha irm an , NARC h as  ta ken  a st ro ng  in te re s t in  th e 
701 Com pr eh en sive  Pl an ning  Prog ram. We  not ed  in  ou r te st im ony  la s t y ear 
th a t th e Adm in is trat io n has sh if te d  th e em phasi s of  th e  program  aw ay  from 
d e ta il ed  land  use  pl an ni ng  to war d th e ad option  of  co m pre hen si ve an d fo rw ar d- 
look ing dev el opm en t prog rams ti ed  to  na ti o n a l o b je c ti v e s . The  new  HUD 
au th ori za ti on  b il l re cen tl y  re ported  by  th e  Com mitt ee  on  Ba nk ing,  F in an ce  
an d Ur ban Affai rs  con ti nues th is  p ro cess  an d , we b e li e v e , m ee ts  many of  th e  
o b je c ti o n s ra is ed  by  mem be rs of th is  Su bc om mitt ee  co nc er ni ng  the prog ram.

. The new  au th ori zi ng  le g is la ti o n  o ri en ts  th e 701 program  ar ou nd  th re e 
b a s ic  na ti o n a l poli cy  o b je c ti v e s:

1) th e conse rv a ti on  an d im pr ov em en t of  ex is ti n g  co m m unit ie s,  
part ic u la rl y  th o se  ch ara c te ri zed  by  f is c a l,  ec on om ic  or  
so c ia l d is tr e s s ;

2) an  in cre ase  in  housi ng an d em ploy men t opport un it ie s an d 
ch o ic es fo r lo w er  inco me an d m in or ity  p e rso n s , an d a re duc­
ti on  in  th e  c o s t of housi ng; an d

3) th e prom ot ion of  ord er ly  an d e ff ic ie n t grow th  an d de vel opm en t 
of  co m m unit ie s,  re g io ns an d S ta te s , ta k in g in to  co n si d era ti o n  
th e  n e c e ss it y  of  conse rv in g  energ y .

App lica nt s m us t dev el op a st ra te gy  st a te m en t w hi ch  in co rp ora te s th e se  policy  
o b je c ti v e s an d an  ac ti o n  pro gram  w hic h d e ta il s  sp ec if ic  a c ti v it ie s  w hi ch  lo ca l 
go ve rn men t an d o th er im pl em en tin g a g en c ie s  ag re e  to  in  fu rt her ance  of  th e  
de ve lo pm en t s tr a te g y . Fu tu re  701 g ra n ts  w il l be depen dent up on  th e  p ro gre ss  
ma de  in  ca rryi ng  out th e  ac ti o n  pr og ra m .

Fo r it s  p a rt , HUD w il l be  re quir ed  to  u ti li z e  th e  p la ns an d s tr a te g ie s  
dev el oped  un de r 701 to  gu id e it s  po li cy  an d fu nd in g d e c is io n s  "to th e  max imu m 
ex te n t p ra c ti c a b le ."  We b e li ev e  th is  p ro vis io n  w il l make HUD  more se n sit iv e  
to  lo ca l an d ar ea w id e co n ce rn s,  an d en su re  th a t th e  p la nnin g p ro cess  is  more 
m ea ni ng fu l an d use fu l to  lo ca l e le c te d  o f f ic ia ls .
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The Adm in is tra tio n has re q u est ed  $40  m il lion fo r th e 701 p rog ram  in  
FY'81. Prop os ed  fund in g a t th is  le v e l re p re se n ts  a re duct io n  of  $2 .5  m ill io n 
from  FY '80 , an d th is  re duct io n is  a fa ir  sh ar e a ll o c a ti o n  to  prod uc e a bal ance d  
bu dg et  fo r FY’81. M or eo ve r,  we th in k it  is  s ig n if ic an t th a t th e Off ice of  
M an ag em en t an d Budget di d no t re duce  th is  prog ram in  th e  P re s id en t' s  March  
budget  re v is io n . As you kno w in  pre v io us y e a rs  701 has been  cu t b ack . Fu rthe r 
re duct io ns w il l g re atl y  im pa ir  th e pro gra m 's  p o te n ti a l an d e ffe c ti v e n ess , 
part ic u la rl y  in  light of  it s  new  p ro v is io n s.

NARC r ecogn iz es th e d if fi cu lt  budget ar y  si tu ati on  th at th e fe der al 
go ve rn men t is  fa c in g . N ev ert h e le ss , we  ho pe  th e  Su bc om mitt ee  w il l ke ep  in  
min d th a t re g io nal co u ncil s ha ve  no in dep enden t re v en u e-r a is in g  au th o ri ty .
They ar e en ti re ly  dep en den t on  con tr ib u ti ons from  th e ir  me mb er lo ca l ju ri sd ic ­
ti o n s . And , si g n if ic an tl y , notw ithst and in g  re s tr a in t on  lo ca l expen dit u re s in  
re ce n t y e a rs , lo ca l contr ib utions ha ve  been  m ai nta in ed  a t a le ve l of  appro xi­
m at el y 20 perc en t aver age nat io nw id e.

The  701 program  h as been  th e  back bone of  pl an nin g an d co ord in at io n  
e ff ort s by  lo ca l go ve rn m en ts  working  th ro ug h th e ir  re gio nal  c o u n c il s . It 
co n tinues to  ma ke  up a su b s ta n ti a l po rt io n of re g io na l council s b u d g e ts , 
part ic u la rl y  in  ru ra l an d sm al le r m et ro poli ta n  re g io n s .

In  FY '80,  counci ls  p a rt ic ip a ti n g  in  th e  pro gra m re ce iv ed  c u ts  in  
th eir  a ll o ca ti o n s ra ng in g from 25 to  30 p e rc en t.  (T hese  fi gure s do  no t in cl ude 
th e  $10 m ill io n re c is s io n  pr op os ed  by  th is  Su bc om m it te e. ) In th e co nfe re nce  
re po rt  on  th e FY'80 ap pro pri at io n  b i ll , HUD w as  in st ru cte d  to  gi ve  pri ori ty  to  
ar ea w id e a g en c ie s  an d sm al l co m m unit ie s.  NARC hop es  th a t th e Su bc om mitt ee  
wou ld  gi ve  th is  d ir ec ti v e  agai n  sh ou ld  it  be co m e n ecessa ry  to  re du ce  th e 701 
budget  be lo w  th e A dm in is tr a tion 's  re q u es t.
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Environmental  Protection Agency

STATEMENT OF GLENN GIB SON , AME RICAN HON EY PRODUCERS 
ASSOCIATION

Mr. Boland. The Committee has received a stateme nt from the 
American Honey Producers Association. The sta tem ent  will be 
placed in the  record at this point.

[The statement follows:]
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STATEMENT OF GLENN GIBSON, EXECUTIVE SECRETARY OF THE AMERICAN HONEY PRODUCERS 

ASSOCIATION, POST OFFICE BOX 3 6 8 , MINCO, OKLAHOMA 7 3 0 5 9 , PREPARED FOR THE 

SENATE AND HOUSE APPROPRIATIONS SUBCOMMITTEES ON HUD — INDEPENDENT AGENCIES.

My name i s  Gl en n Gi bs on  fro m Mi nc o, Ok lah om a. I  am th e  E xec u ti v e 

S e c re ta ry  o f  th e  Am eri can  Honey  P ro d u c ers  A s s o c ia ti o n , a n a ti o n -w id e  o rg a n iz a ti o n  

o f  ho ney p ro d u cers  an d /o r b ee k e e p e rs . We ha ve  mem bers  in  fo rt y - o n e  s t a t e s .

We a p p re c ia te  t h i s  o p p o rtu n it y  to  f i l e  a s ta te m e n t f o r  th e  co m m it te e1 s 

re c o rd  o f  th e  h e a r in g s  f o r  fu ndin g  th e  E nvir onm en ta l P ro te c ti o n  Ag enc y. The 

a c ti o n s  o f  t h i s  ag en cy  i s  im p o rt a n t to  o u r g ro u p . As co m m itt ee  members know ,

EPA has  th e  a u th o r i ty  to  r e g i s t e r  an d ap pr ov e th e  use  o f  p e s t ic id e s .  Bee lo s s e s  

to  p e s t ic id e s  has  become one o f  ou r m aj or  pr ob le m s in  r e c e n t  y e a r s . So f a r ,  we 

ha ve n’ t  st um bl ed  onto  an y s o lu t io n . C o n s e rv a ti v e ly , we e s ti m a te  our l o s s  a t  

$2 0  m il li o n  a n n u a ll y .

JUSTIFICATION OF PUBLIC INTEREST IN THE BEEKEEPING INDUSTRY'S BEE LOSSES

Pro bab ly  no b e t t e r  j u s t i f i c a t i o n  f o r  a v ia b le  be ek ee pin g  in d u s tr y  ha s 

be en  w r i t te n  th a n  th e  fo re w or d by  Dr . E .F . K n ip li n g  in  th e  U. S.  A g r ic u lt u ra l 

Handb ook # 4 9 6 . A p a r t  o f  th e  fo re w or d fo ll o w s:

" in  th e  p a s t few  d e cad e s,  we ha ve  w it n e sse d  th e  de ve lo pm en t o f 

an  a r ra y  o f  a g r i c u l t u r a l  ch em ic al s t h a t  ha ve  hel p ed  ad va nc e 

a g r i c u l t u r a l  p r o d u c t iv it y  to  a l e v e l  ne ve r b e fo re  a t ta in e d .

As im p o rt a n t as t h i s  de ve lo pm en t has  be en  f o r  th e  b e n e f i t  o f  

s o c ie ty , th e  use  o f  th e s e  ch em ic al s has  ha d s e r io u s  co ns eq ue nc es  

f o r  ho ne y bees and  o th e r  in s e c t  p o l l i n a t o r s .  I n s e c t ic id e s  

a p p li e d  f o r  c o n tr o l li n g  d e s t r u c t iv e  i n s e c ts  o f te n  po se  eq ual  

h a z a rd s to  ho ne y bees and  to  w il d  b e e s . U nt ol d nu mb ers  o f  be e 

c o lo n ie s  a re  d e s tr o y e d  o r we ake ned  ea ch  y e a r due to  in s e c t ic id e  

e x p o su re . The u se  o f  h e r b ic id e s  t h a t  in c re a s e  cr op  y ie ld s  and 

p ro d u c ti o n  e f f ic ie n c y , t h a t  im pr ov e ou r l iv e s to c k  ra n g e s , and  

im pr ov e th e  ap pea ra nce  o f  our r o a d s id e s , la w n s,  and  p ark s a re  

a boon to  s o c ie ty . B ut,  th e  use  o f  th e s e  ch em ic al s a f f e c t s  th e  

ho ne y be e and  our n a tu r a l  p o l l i n a t o r s  to  a d eg re e t h a t  i s  d i f f i c u l t  

to  a s s e s s . M or eo ve r, as th e  dem and s f o r  mor e fo od  in c r e a s e , we 

ca n a n t ic ip a te  mor e in te n s iv e  m ono cu lt ur e t h a t  d i s r u p ts  th e  

c o n ti n u i ty  o f  p la n ts  ne ed ed  to  f u r n is h  ad eq uat e n e c ta r  and  p o ll e n  

f o r  b e e s . In  o rd e r to  m ee t th e  f u tu r e  dem ands f o r  fo od  and  

l i v i n g  sp a ce , th e r e  w i l l  be  fe w er  ' i d l e '  a c re s  o f  la n d . Ho wever , 

th e s e  la n d s  do n o t re m ai n i d l e  so  f a r  a s  p o l l i n a t o r s  and  o th e r  

b e n e f ic ia l  in s e c t s  a re  co nce rn ed .

"T he se  de ve lo pm en ts  and  t r e n d s  r a i s e  a num ber  o f q u e s ti o n s  

re g a rd in g  th e  f u tu r e  o f  a p i c u l tu r e .  How ca n th e  b ee k ee p er,  

who de pe nd s on b ee s a s  a l iv e l ih o o d  s ta y  in  b u s in e s s  in  th e  fa c e  

o f  su ch  a d v e r s i t ie s ?  W il l th e  am at eu r b ee kee per  m a in ta in  i n t e r e s t  

an d en th u si asm  f o r  a hob by  i f  he  ca nnot o b ta in  a t  l e a s t  some 

m a te r ia l re w ar d f o r  h i s  e f f o r t s ?  F or d ecad e s,  th o u sa n d s o f  be e 

h o b b y is ts  a ssu re d  th e  p re se n c e  o f  la r g e  nu mb ers  o f  ho ne y be es  

th ro u g h o u t our a g r i c u l t u r a l  en vi ro nm en ts  w it h  g r e a t  b e n e f i t s  to  

a g r i c u l t u r e ,  and to  th e  home g a rd e n e r,  b u t w it h  l i t t l e  compen­

s a ti o n  to  th e  k e e p e rs  o f  th e  b e e s . What w i l l  be  th e  e f f e c t  on
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ou r ag roecosystem s i f  th is  so ur ce  o f be es  d is ap p ea rs ? C e rt a in ly , 
th e  n ati o n  must gi ve  due re co g n it io n  to  th e  val ue o f th e  sm all  
but v i ta l ly  im po rtan t bee  in d u st ry  and ta k e  me asures  to  ke ep  i t  
v ia b le . One way to  ga in  f u l l  re co g n it io n  o f th e  im po rta nc e of 
t h i s  in d u st ry  i s  to  have  a b e tt e r  und er st an di ng  o f th e  p o rt  
in s e c ts  p la y in  p la n t p o ll in a ti o n , whi ch i s  th e  o b je c ti v e  o f 
t h i s  handbook. Th is t r e a t i s e  on p la n t p o ll in a ti o n  by in s e c ts  
sh ou ld  not on ly  be imm edia te va lu e to  th e  a g r ic u l tu r i s t  bu t 
sh ou ld  c le a r ly  in d ic a te  th e  va lu e o f in s e c t p o ll in a to rs  to  ou r 
t o t a l  en vir onme nt and to  ou r so c ie ty ."

The Dep artm ent  o f A gri cu lt ure  es tim at ed  th e  va lu e o f hone y bee  p o ll in a ­
ti o n  a t  $8  b i ll io n  in  19 75 . A ti n y  pe rc en ta ge  o f ou r be ek ee pe rs  re n t t h e i r  be es  
to  fa rm er s fo r p o ll in a ti o n  pu rp os es , bu t most o f th e  ho ney bee  p o ll in a ti o n  i s  
done fr e e  o f ch ar ge .

CONTACTS WITH THE ENVIRONMENTAL PROTECTION AGENCY

Du ring th e l a s t  4  year s we have at te m pt ed  to  ac quai nt ou rs elv es  w ith  th e 
EPA and t h e i r  ru le s  and re g u la ti o n s  th a t  govern th e  us e o f p e s ti c id e s . We have  
re la y ed  th e  co ncern  o f ou r be ek ee pe rs  ov er  th e  co un try ab ou t ou r bee  lo s s e s . As 
a whole we have  found th e pe rs on ne l to  be co o p er ati v e . They have  p a ti e n tl y  
ex pl ai ne d t h e i r  r o le  in  th e  scheme o f re g u la ti n g  p e s ti c id e  u se .

To d ate  th e FIFRA and th e  re g u la ti o n s  th a t have  bee n pro mu lga ted  by EPA 
ha s gi ve n us  l i t t l e  r e l i e f .  And th e fu tu re  lo ok s wo rse . Fo r in s ta n c e , tim e 
re le a s e  p e s ti c id e s  p re se n ts  pro ble ms th a t a re  f a r  g re a te r th an  any ou r in d u st ry  
ha s fa ce d to  d a te . The Pennw alt  C or po ra tio n of Pe nn sy lv an ia  di sc ov er ed  th a t  th ey  
could  pu t a h ig h ly  to x ic  ch em ica l in s e c ti c id e , me thy l p ara th io n , in  a ny lon 
ca ps ul e and make i t  much sa fe r fo r man to  ha nd le . The pro duct , Pennca p-M, i s  
e ffe c ti v e  a g a in s t a number of cr op  p e s ts . However, un de r c e r ta in  condit io ns 
i t  r e ta in s  i t s  to x ic i ty  in  th e  environme nt and w il l k i l l  b e n e fic ia l in s e c ts , suc h 
as  honey bee s,  ov er  a lo ng  pe riod  of tim e.

When i t  s e t t l e s  on fl ow er s,  Penncap-M i s  c o ll e c te d  by th e  Honey bee s,  
re tu rn ed  to  hove and st o re d  in  p o ll en . In  one in st an ce  i t  rema ine d st o re d  in  
th e  combs and k i ll e d  be es  19  months l a t e r .

The EPA and th e  Pennwa lt Cor po ra tio n rem ind  us  th a t  th e  r e s t r ic t i v e  
wor ding on th e la b e l p ro te c ts  th e  bee s.  I f  th e  la b e l re qu ir em en ts  were  s t r i c t l y  
en fo rc ed , we w il l ag re e th a t  ou r pro blem  would  be le s s;  but we hav e not le ar ned  
of any in cid e n t where  s t r i c t  enfor ce me nt ha s bee n p ra c ti c e d . We are  to ld  th a t 
th e  s ta te s  ar e re sp o n si b le  fo r th e  en fo rc em en t, but we hav e a ls o  bee n to ld  th a t  
s t r i c t  en force me nt i s  no t p o ss ib le . We f e e l  th a t  th e  wor din g on th e  la b e ls  i s  
w ort hle ss  as  f a r  as  sa vi ng  be es  i s  co nc er ne d.

CURRENT PROGRAMS THAT ARE HELPFUL

The In te g ra te d  P est  Management Progr am ha s he lped  us  m ic ro so p ic al ly , 
bu t t h i s  ha s not ca ug ht  on . In  fu tu re  year s t h i s  may gi ve  us  some r e a l  r e l i e f ,  
bu t w il l be to o l a t e  fo r  a number o f u s.

The Be ekeep ers  Inde mn ity  Payment Progr am pays fo r ab ou t 25% o f lo s s e s , 
bu t t h i s  prog ram ha s n ot bee n in cl ud ed  in  th e  19 81  bu dg et . And a t  th e  moment 
t h i s  le av es  us  ve ry  much a t  th e mercy  o f f a te .
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RECOMMENDATIONS

We ha ve  some reco mmen da tio ns  t h a t  we f e e l  w i l l  p a r t i a l l y  so lv e ou r 
pr ob lem w it h  p e s t ic id e  u se . P le ase  co n s id er th e  fo ll o w in g  -----

1 . P la ce  h e a v ie r  s t r e s s  on th e  im p le m en ta ti on  o f  th e  In te g ra te d  P e st 
Management Pr og ram. Per hap s i t  wo uld  be  h e lp fu l  i f  th e  word "p es t"  
was d e le te d  and  th e  word " in s e c t"  be  use d  in  i t s  s te a d . Under 
t h i s  name th e  prog ram wo uld  co ve r th e  f r ie n d ly  in s e c ts .

2.  The Dep ar tm en t o f  A g r ic u lt u re  and  th e  E nvi ro nm en ta l P ro te c ti o n  
Agency sh oul d co ndu ct  mor e re s e a rc h  on ways and means to  le s s e n  
be e l o s s e s .  Mo st o f  th e  r e s e a rc h  on  t h i s  su b je c t t h a t  has  be en  
co nd uc te d to  d a te  h as n o t n e t te d  much ab ou t ways to  sa ve  b ees . In  
197 7 EPA fu nd ed  on ap p ro x im ate ly  $5 ,0 00 st udy  a t  C orn e ll  U n iv e rs it y  
un de r th e  d i r e c t io n  o f  Dr. Ro ge r Mo rse  t h a t  show ed feed in g  n o n -t o x ic  
o i l s  to  ho ne y b ees 12  to  24- hours  b e fo re  a p e s t ic id e  a p p li c a ti o n  
would  in c re a s e  t h e i r  a b i l i t y  to  d e to x if y  in s e c t ic id e s .  Per ha ps  
t h i s  st u d y  sh ou ld  be  co n ti n u ed . I t  m ig ht  r e s u l t  in  f in d in g  th e  
p ro per " r o l l a id s "  t h a t  co uld  be  us ed  in  th e  r e g u la r  boe  fe ed .

3. The re  i s  a g r e a t  ne ed  fo r  an  E x te nsi on  A p ia r is t  a t  th e  W as hing ton 
l e v e l  to  d is se m in a te  in fo rm a ti o n  ab out th e  im port an ce  o f  ho ney be e 
p o l l in a t io n  to  th e  a g r i c u l t u r a l  econom y. Many a g r ic u l tu r a l  bo ok s 
t e l l  th e  gr ow er  in  d e t a i l  how to  p re p a re  th e  se ed  be d,  p la n t , 
f e r t i l i z e ,  c u l t i v a t e ,  i r r i g a t e ,  pr im e o r th in  th e  cro p , c o n tr o l 
ha rm fu l in s e c t s ,  d is e a s e s , o r o th e r  p e s ts ;  an d, th e r e fo r e , b ri n g  
th e  cr op in to  th e  h ig h e s t s ta g e s  o f  fl o w e ri n g . Then th e  adv ic e 
sk ip s  to  th e  h a rv e s t s ta g e . U suall y  l i t t l e  o r no th in g  i s  sa id  
ab out th e  ne ed  fo r  t r a n s f e r  o f  p o ll e n  fro m th e  male p o r ts  o f  th e  
fl ow er to  th e  fe m al e p a r t s  — e s s e n t i a l  i n  se ed  o r f r u i t  p ro d u c ti o n  
o f  many c ro p s . W ith  th e  m a te r ia l a v a i la b le  ab out ho ney be e 
p o l l in a t io n ,  on E x te nsi on  A p ia r is t  co uld  f i l l  t h i s  v o id . He co ul d 
se rv e  as c o n s u lt a n t to  th e  o th e r  a g en c ie s  o f go ve rnmen t t h a t  make 
th e  r u le s  and  r e g u la t io n s  t h a t  a f f e c t  ou r in d u s try . For  exa mp le 
EPA co ul d use  t h i s  e x p e r t is e  when c o n s id e ri n g  th e  r e g i s t r a t i o n  o f 
new p e s t ic id e s .

4 . Ban th e  use  o f  ti m e r e le a s e  p e s t ic id e s .

5 . Co nduc t a n a t io n a l  st udy  to  de te rm in e  e x te n t o f  be e lo s s e s .

We w i l l  c e r t a in ly  a p p re c ia te  i t  i f  th e  Co mm itte e w i l l  g iv e  se ri o u s  
c o n s id e ra ti o n  to  th e  se v e ra l p o in ts  I  ha ve  co ver ed  in  t h i s  s ta te m e n t.

R e sp e c tf u ll y  Sub m it te d
Glenn  G ib so n, E xecu ti ve  S ec re to ry
The Am erica n Honey P ro ducer s A sso c ia ti o n
P .0 . Box 368
Mi nc o, Oklahom a 73059 
Phone  — 40 5- 35 2- 41 26  
May 1 , 1980
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Department  of Housin g and U rban  Devel opment

STATEMEN T OF PHILLIP MARTIN, CHIEF, MISSISSIPPI BAND  OF 

CHOCTOW INDIANS

Mr. Boland. The Committee has received a statement from the 
Mississippi Band of Choctow Indians. The stateme nt will be placed 
in the record a t this point.

[The stateme nt follows:]
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TESTIMONY

P r e s e n t e d  t o :

APPROPRIATIONS SUBCOMMITTEE ON HUD AND INDEPENDENT AGENCIES 
U .S . HOUSE OF REPRESENTATIVES 

W a s h in g to n , DC 20515

b y :

PH IL LIP  MARTIN, CHIEF 
M IS S IS S IP P I BAND OF CHOCTAW INDIANS 

. R o u te  7 Bo x 21
P h i l a d e l p h i a ,  MS 39350

May 1 3 , 1980
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My nam e i s  P h i l l i p  M a r ti n , an d I  am th e  e l e c t e d  C h ie f  o f  t h e  M is s i s s i p p i  
Band o f  C hoc ta w  I n d i a n s .  Ou r t r i b e  c o n s i s t s  o f  some  4 ,2 0 0  mem be rs  l i v i n g  on  o r  
n e a r  1 7 ,0 0 0  a c r e s  o f  r e s e r v a t i o n  la n d  s c a t t e r e d  o v e r  s i x  c o u n t i e s  i n  e a s t - c e n t r a l  
M i s s i s s i p p i .  S a fe  an d  s a n i t a r y  h o u s in g  i s  a  c r i t i c a l  n ee d  f o r  o u r  t r i b e .  I  
w ou ld  l i k e  to  a d d r e s s  m y s e lf  f i r s t  to  t h e  r e d u c t io n  i n  HUD I n d ia n  h o u s in g  u n i t s  
fr om  6 ,0 0 0  to  4 ,0 0 0  an d  a t  th e  en d o f  my co m men ts  g iv e  yo u my t r i b e ’ s v ie w s  on  
th e  Co mm un ity  D ev el opm en t B lo ck  G ra n t p ro g ra m .

Th e f e d e r a l  g o v e rn m e n t' s  p o l i c y  to  p r o v id e  e v e ry  A m eri can  fa m il y  w i th  s a f e ,  
a d e q u a te  h o u s in g  was  e s t a b l i s h e d  in  1 949 , an d  m or e th a n  30  y e a r s  l a t e r  t h a t  g o a l 
h a s  n o t been  a c c o m p li s h e d . A d e c e n t hom e f o r  e v e ry  A m er ic an  fa m il y  h a s  lo n g  bee n  
re c o g n iz e d  a s  a  m a jo r e le m e n t in  th e  h e a l t h  an d  s a f e t y  o f  A m er ic an  p e o p le . Th e g o a l 
i s  an  a d m ir a b le  o n e , an d  o u r  gover nm en t s h o u ld  b e  a p p la u d e d  f o r  ta k in g  su c h  a p o l i c y  
s ta n d .  H ow ev er , th e  f a c t  re m a in s : th e  g o a l o f  a  d e c e n t  hom e f o r  e v e ry  A m er ic an  
f a m ily  i s  a tr e m en d o u s  u n d e r ta k in g  f o r  w h ic h  t h e r e  i s  no  c l e a r  c u t  a p p ro a c h  to  p ro b ­
le m  r e s o l u t i o n .  N o n e th e le s s ,  th e  co m m itm en t f o r  p ro b le m  r e s o l u t i o n  s h o u ld  n o t be  
f o r s a k e n ,  e s p e c i a l l y ,  f o r  th o s e  A m er ic an  f a m i l i e s  l i v i n g  in  a r e a s  w her e th e  p r e s e n t  
t o t a l  h o u s in g  u n i t s  a r e  d e f i c i e n t  in  m e e ti n g  t o t a l  h o u s in g  de m an d,  an d w her e a v a i l ­
a b l e  fu n d s  c a n n o t keep  up  w it h  th e  r a p id  d e t e r i o r a t i o n  o f  th e  e x i s t i n g  h o u s in g  s to c k .

P a r t i c u l a r  a t t e n t i o n  i s  c a l l e d  to  t h e  d i s p a r i t y  b e tw een  th e  n a t i o n a l  h o u s in g  
s t a t i s t i c s  an d th e  I n d ia n  h o u s in g  s t a t i s t i c s .

H ousi ng  u n i t s  o v e r  30  y e a r s  o f  ag e

I n d ia n  ( p e r c e n t )  
4 0 .9

N a t io n a l
4 0 .5

L a ck in g  p lu m bin g
I n d ia n  ( p e r c e n t )  

2 6 .3X
N a t io n a l

5.5X

W it h  p lu m bin g  b u t cr ow de d 
I n d ia n  ( p e r c e n t )

1 6 .4X
N a t io n a l

6.9X

(C ensu s o f  H ousi ng  19 70 )

Th e B ure au  o f  I n d ia n  A f f a i r s  r e p o r t e d  t h e  f o l lo w in g  in  1975 :

o T o ta l  nu m be r o f  h o u s in g  u n i t s  
H ousi ng  in  s t a n d a r d  c o n d i t io n  
H ousi ng  i n  s u b s ta n d a r d  c o n d i t io n

1 0 9 ,2 5 5
4 9 ,5 6 0
5 9 ,6 9 5

o Of th e  H ousi ng  i n  s u b s ta n d a rd  c o n d i t io n  
H ousi ng  u n i t s  n e e d in g  re p la c e m e n t 
H ousi ng  u n i t s  n e e d in g  re n o v a t io n

3 3 ,1 2 2
2 6 ,5 7 3

o T o ta l  new  u n i t s  r e q u i r e d  
H ousi ng  u n i t s  n e e d in g  re p la c e m e n t 
F a m i l ie s  need  h o u s in g

3 3 ,1 2 2
1 7 ,9 4 3
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Th e a c u te  n a t u r e  o f  th e  In d ia n  H ousi ng  p ro b le m  an d  th e  r e c e n t  announce­
m en t o f  a  HUD r e d u c t io n  in  r e s e r v a t i o n  h o u s in g  i s  c l e a r l y  a n o th e r  s tu m b li n g  
b lo c k  f o r  In d ia n  p e o p le . A cco rd in g  to  HUD’s  an n o u n cem en t,  r e s e r v a t i o n  h o u s in g  
w i l l  be re d u ce d  fr om  6 ,0 0 0  u n i t s  to  4 ,0 0 0  u n i t s  b e c a u s e  o f  HUD's  c o n c e rn  f o r  
th e  in c r e a s in g  am ou nt  o f  a c c o u n ts  r e c e iv a b l e  h e ld  by  I n d ia n  H ousi ng  a u t h o r i t i e s  
( I H A 's ) , an d th e  f a i l u r e  to  c o l l e c t  r e n t s  and  paym en ts  due fr om  IHA t e n a n t s .

The  m ost  r e c e n t  s u rv e y  (1 974) o f  o u r  r e s e r v a t i o n  i n d i c a t e s  40 3 h o u s in g  u n i t s  
n e e d in g  re p la c e m e n t an d a n o th e r  12 3 h o u s e s  overc ro w d ed  due to  f a m i l i e s  " d o u b li n g  
u p ."  I n  th e  f a c t  o f  t h i s  tr em en d o u s  h o u s in g  need  ( c o n s id e r in g  th e  s i z e  o f  th e  
t r i b e )  we w ere  t e n t a t i v e l y  a l l o c a t e d  200 a d d i t i o n a l  u n i t s  by  th e  J a c k s o n  A re a 
O f f ic e  o f  HUD in  1975 . We have  s t i l l  n o t r e c e iv e d  th o s e  u n i t s .  M eanw hil e , th e  
t r i b a l  p o p u la t io n  h a s  b ee n  s t e a d i l y  g ro w in g  an d  o u r  h o u s in g  n ee d s  gr ow  g r e a t e r .
In  a l e t t e r  I  r e c e iv e d  fr om  th e  A re a O f f ic e  M ar ch  27 o f  t h i s  y e a r ,  th e y  s a id  
th e y  "w oul d h av e  no  o b j e c t i o n  to  r e c o n s i d e r in g  a d d i t i o n a l  u n i t s "  i f  th e  Cho ct aw  
H ousi ng  A u th o r i t y ’ s  man ag em en t c o u ld  be  im p ro v ed . Wh at th e y  m ea nt  h e r e  w as  i f  
th e  H ousi ng  A u th o r i t y 's  r e n t  c o l l e c t i o n  d e f i c i t  o f  $ 5 3 ,0 0 0  co u ld  be re d u c e d . T h is  
i s  b a s i c a l l y  th e  same arg u m en t HUD i s  u s in g  n a t i o n a l l y  i n  r e d u c in g  th e  I n d ia n  
h o u s in g  u n i t  a l l o c a t i o n  fr om  6 ,0 0 0  to  4 ,0 0 0 .

R en t d e l in q u e n c y  i s  a d m i t t e d ly  a p ro b le m . R e n ta l d e l in q u e n c i e s  a r e  d i r e c t l y  
r e l a t e d  to  th e  l a c k  o f  a  co m p re h en s iv e  ec onom ic  d ev e lo p m en t p ro gra m  an d th e  a p p a l ­
l i n g l y  lo w  l e v e l  o f  I n d ia n  in co m e. Th e pa ym en t o f  r e n t ,  how ev er  s m a l l ,  r e q u i r e s  
some  in co m e an d th e  b u lk  o f  d e l in q u e n t  t e n a n t s  a r e  v e r y  low in co m e p e o p le , who 
a r e  m ost in  need  o f  h o u s in g  an d have  th e  l e a s t  a b i l i t y  to  o b ta in  i t  e l s e w h e r e .  Co n­
s e q u e n t ly ,  th e  I n d ia n  H ousi ng  A u th o r i ty  h a s  m or e b u i l t - i n  r i s k  th a n  d o es  a l o c a l  
p u b l i c  h o u s in g  a u t h o r i t y .  Th e i n a b i l i t y  o f  t r i b a l  go v ern m en ts  to  em pl oy  a l l  o f  
t h e i r  p e o p le  an d th e  i n s u f f i c i e n t  nu mbe r o f  jo b s  f o r  I n d ia n  p e o p le  o f f  th e  r e s e r ­
v a t i o n  h a s  c o n t r ib u te d  g r e a t l y  to  th e  d e li n q u e n c y  p ro b le m .

Th e Cho ct aw  H ousi ng  A u th o r i ty  in  r e a l i t y  s u f f e r s  m or e fr om  th e  l a c k  o f  a r e s e r ­
v a t i o n  ec on om y th a n  i t  d o es  fr om  m an ag em en t p ro b le m s .

To th e  e x t e n t  man ag em en t p ro b le m s do  e x i s t  w i th  o u r  H ousi ng  A u th o r i ty  we have  
s t a r t e d  w ork in g  d i l i g e n t l y  to  s o lv e  th e  H ousi ng  A u t h o r i t y 's  m an ag em en t p ro b le m s. We 
c a n n o t h e lp  b u t f e e l  t h a t  HUD i s  a s  mu ch  to  b la m e f o r  I n d ia n  H ousi ng  A u th o r i ty  
m an ag em en t p ro b le m s a s  th e  t r i b e s  th e m s e lv e s .

O v e r a l l ,  how ev er , we h av e  b ee n  v e ry  s u c c e s s f u l  w i th  o u r  h o u s in g  c o n s t r u c t i o n ,  
w it h  o u r  t r i b a l  c o n s t r u c t i o n  co mpany  b u i l d in g  h ig h - q u a l i t y  home s f o r  o u r  p e o p le  
in  th e  y e a r s  s in c e  1964. We have  c a r r i e d  o u t s i x  s e p a r a t e  p r o j e c t s  w h ic h  h iv e  
p ro v id e d  31 1 new h o u s in g  u n i t s  to  o u r p e o p le . G e n e r a l ly , o u r  em p h as is  h a s  b ee n  
on  M u tu a l H el p h o u s in g  b e c a u se  p e o p le  have  m or e p r id e  i n  h o u s in g  u n i t s  w h ic h  w i l l  
e v e n tu a l l y  beco me  t h e i r s .  We hav e  e n c o u n te re d  in c r e a s e d  r e s i s t a n c e  on  t h i s  fr om  
HUD, how ev er,  w hic h  g r e a t l y  p r e f e r s  lo w - r e n t  t o t a l  e l e c t r i c  h o u s in g .

We have  been  ru n n in g  in t o  g r e a t e r  and  g r e a t e r  d i f f i c u l t i e s  w i th  th e  HUD in ­
come g u i d e l i n e s .  F o r m ost  a l l  I n d ia n  r e s e r v a t i o n s ,  HUD i s  th e  s o l e  s o u rc e  o f  
new h o u s in g . As th e  in com es  o f  t r i b a l  mem be rs  b e g in  to  in c r e a s e ,  we m or e o f t e n  
ru n  i n t o  a  s i t u a t i o n  w here  t r i b a l  mem be rs  a r e  fo r c e d  to  l o c a t e  o f f - r e s e r v a t i o n  b e ­
c a u s e  t h e i r  in com es  a r e  above HUD l e v e l s .  We th i n k  HUD sh o u ld  p ay  s p e c i a l  a t t e n ­
t i o n  to  th e  q u e s t io n  o f  in co m e l i m i t s  an d th e  r e s e r v a t i o n  h o u s in g  s i t u a t i o n .

Th e co m m un ic ati ons  be tw een  th e  C ho ct aw  H ousi ng  A u th o r i ty  an d th e  A re a HUD 
o f f i c e  c o u ld  c e r t a i n l y  b e n e f i t  fr om  a c l o s e r  r e l a t i o n s h i p .  S in c e  1964 , wh en  th e  
C hoct aw  H ousi ng  A u th o r i ty  vras  e s t a b l i s h e d  th e  c o n c e rn s  w ere  f o r  m e e ti n g  th e  n ee d s  o f
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th e  fu n d in g  s o u r c e  r a t h e r  th a n  m e e ti n g  th e  n ee d s  o f  th e  t r i b e .

N a t i o n a l l y ,  In d ia n  H ousi ng  s u f f e r s  fr om  th e  l a c k  o f  co m m itm en t an d  u n i t y  among 
HUD o f f i c i a l s .  M os t HUD o f f i c i a l s ,  a t  th e  n a t i o n a l  l e v e l ,  a p p ro a c h  I n d ia n  h o u s in g  
s im p ly  a s  a n o th e r  r e s p o n s i b i l i t y  to  m i n o r i t i e s .  C o n s e q u e n t ly , t h e  l e g a l  m a n d a te s  
f o r  In d ia n  t r i b e s  go  u n re c o g n iz e d . In  o u r  c a s e ,  th e  O f f ic e  o f  M an ag em en t an d B ud get  
i t s e l f  had  t o  c l a r i f y  I n d ia n  p r e f e r e n c e  f o r  th e  a r e a  HUD o f f i c e .  (T h is  hap pened  
l a s t  m on th  i n  c o n n e c ti o n  w it h  a CDBG p r o j e c t . )

L a s t y e a r  HUD ma de  a  p ro p o s a l t h a t  a d m in i s t r a t i o n  f o r  a l l  o f  t h e  IH A 's  in  th e  
e a s t e r n  h a l f  o f  th e  c o u n t r y  be t r a n s f e r r e d  t o  th e  C h ic ag o  HUD o f f i c e .  W hil e  we 
d id  an d do  s u p p o r t t h i s  p r o p o s a l  f o r  I n d ia n  H ousi ng  o p e r a t i o n s ,  i t  h a s  c a u se d  
f u r t h e r  c o m p l ic a t io n s  to  o u r  p ro b le m s . Th e J a c k s o n , M i s s i s s i p p i  A re a  O f f ic e  o f 
HUD h a s  ad o p te d  a " h o ld  e v e ry th in g "  a t t i t u d e  to w ard  o u r  t r i b e ,  th in k in g  th e y  w i l l  
soon  lo s e  a d m in i s t r a t i v e  r e s p o n s i b i l i t y  f o r  th e  t r i b e  t o  C h ic a g o . M eanw hil e , 
th e  p la n  i s  o n ly  "u n d e r  c o n s id e r a t i o n "  an d  b u d g e t p ro b le m s  may  p r e v e n t i t s  im p le ­
m e n ta t io n . I  b e l i e v e  t h a t  HUD s h o u ld  h o ld  p la n n in g  m e e ti n g s  w i th  t r i b e s  t h a t  
w ou ld  be a f f e c t e d  by  p la n s  su c h  a s  t h i s  o n e , so  t h a t  t r i b a l  in p u t  c o u ld  be g a in e d  
b e f o r e  a  f i n a l  p la n  i s  p u b l i s h e d .

Th e f a c t  t h a t  th e  6 ,0 0 0  h o u s in g  u n i t  a l l o c a t i o n  h a s  n o t b ee n  m et  i n  p r e v io u s  
y e a r s  i s  l i k e w is e  p a r t i a l l y  due to  t h e  govern m ent an d  n o t to  t r i b e s .  T r ia g e n c y  
c o o r d in a t i o n ,  (B IA , IH S, HUD),  h a s  n o t been  a t  a l l  s u c c e s s f u l .  E ac h  ag e n cy  i s  
su ppose d  t o  su p p ly  an  e le m e n t i n  th e  d e l i v e r y  o f  I n d ia n  h o u s in g , an d  c e r t a i n  d e ­
c i s i o n s  by  any  one o f  th e  t h r e e  a r e  n o t a lw a y s  p o s s i b l e  u n t i l  one  o r  th e  o th e r  h a s  
don e i t s  jo b . S u b s e q u e n tl y , th e  t r i a g e n c y  a p p ro a c h  i s  a c o n t in u in g  b o t t l e n e c k .

Th e p ro b le m  i s  c h i e f l y  one  o f  c o o r d in a t i n g  h o u s in g  c o n s t r u c t i o n  (HUD) w it h  
w a te r  an d se w er  (IH S)  . I t  se em s th a t  wh en fu n d s  o r  a u t h o r i z a t i o n  a r e  a v a i l a b l e  
f o r  o n e , th e y  a r e  n o t a v a i l a b l e  f o r  th e  o t h e r .  We w ould  recommend t h a t  th e  Con­
g r e s s  c o n s id e r  a d d in g  a w a te r  an d  sew er  a p p r o p r i a t i o n  to  t h e  HUD b u d g e t so  t h a t  
a l l  c o n s t r u c t i o n  a c t i v i t i e s  r e l a t e d  to  new  h o u s in g  c o u ld  f a l l  w i th i n  th e  p u rv ie w  
o f  a  s i n g l e  a g e n c y . IH S,  o f  c o u r s e ,  w ou ld  h av e  to  c o n t in u e  w i th  p r o v i s io n  o f  
i t s  norm al e n v i ro n m e n ta l h e a l t h  s e r v i c e s .

In  th e  same  m an n er,  HUD's  r e q u i r e m e n ts  f o r  c o m p e t i t iv e  b id d in g  un  c o n s t r u c t i o n  
c o n t r a c t s  have  had  e x t re m e ly  a d v e rs e  a f f e c t s  on  t r i b e s .  HUD v ie w s  i t s  r e s p o n s i ­
b i l i t y  a s  m e re ly  p r o v id in g  s h e l t e r ,  w h e re a s  th e  t r i b e  v ie w s  i t  a s  w e l l  a s  a mea ns  
to  p ro m o te  ec onom ic  d e v e lo p m e n t.  The ec onom ic  s p i n - o f f  o f  h o u s in g  an d r e l a t e d  co n ­
s t r u c t i o n  in  te rm s  o f  em plo ym ent;  b u s in e s s  f o r  c o n t r a c t o r s  an d  m a t e r i a l  s u p p l i e r s ,  
an d o th e r  r e l a t e d  a c t i v i t i e s  c a n n o t b e  o v e r lo o k e d .

Th e t r i b e  h a s  c o n t i n u a l l y  r e q u e s te d  th e  s u p p o r t o f  HUD f o r  o u r  I n d ia n  co n ­
s t r u c t i o n  co m pa ny , w h ic h  we f e l t  w oul d im pro ve o u r  l o c a l  ec ono m y,  an d  p r o v id e  
Cho ct aw  p e o p le  w i th  a  m ea ns  o f  s u p p o r t .  Many t r i b e s  have  v i a b l e  c o n s t r u c t i o n  
co m pan ie s lo c a te d  c n - r e s e r v a t i o n  w h ic h  p r o v id e  h ig h - q u a l i t y  w ork m an sh ip  (b e c a u se  
th e y  a r e  p e r s o n a l ly  a c q u a in te d  w i th  th e  p e o p le  who w i l l  be  l i v i n g  i n  t h e  h o u s e s )  
an d w h ic h  keep  f e d e r a l  d o l l a r s  o n - r e s e r v a t i o n  w her e th e y  ca n  s t im u la t e  th e  r e s e r ­
v a t i o n  ec on om y.  We h av e  fo u n d  t h a t  u s in g  th e  t r i b a l  c o n s t r u c t i o n  compa ny  s i g n i f i ­
c a n t ly  re d u c e s  l o n g - r u n  c o s t s ,  b e c a u se  m a in te n a n c e  c o s t s  a r e  r e d u c e d . We hav e 
fo und  t h a t  low’- b id d in g  n o n - I n d ia n  f ir m s  u s e  i n f e r i o r  m a t e r i a l s  an d p e r fo rm  i n f e r i o r  
wor k w hic h  m ust  b e  d e a l t  w i th  in  l a t e r  y e a r s .
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S t r u c t u a l l y ,  HUD h as  a lw ay s b ee n  i n s i s t a n t ,  a t  l e a s t  s in c e  1964  wh en o u r 
H ousi ng  A u th o r i ty  was  e s t a b l i s h e d ,  t h a t  H ousi ng  A u t h o r i t i e s  be  a s  s e p a r a t e  a s  
p o s s i b l e  fr om  t r i b a l  govern m en ts  and  b e  o u t s i d e  o f  t h e  no rm a l p o l i t i c a l  p r o c e s s .  
W hil e  t h i s  m ig h t b e  a  good  a p p ro a c h  w i th  u n i t s  o f  l o c a l  g o v e rn m en t,  i t  s im p ly  
d o e s  n o t w or k w e l l  in  t r i b a l  g o v e rn m e n ts . I n  t h e  f i r s t  p l a c e ,  th e  p o p u la t io n s  
m ost  t r i b e s  a r e  d e a l in g  w i th  a r e  so  s m a l l t h a t  t h e  im p o s i t io n  o f  a " f o u r th  
b u re a u c ra c y "  ( in  a d d i t i o n  to  th e  t r i b a l  g o v e rn m e n t,  t h e  BIA , an d th e  IH S) n e e d ­
l e s s l y  c o m p li c a te s  p ro c e d u re s  an d c o r r u p t s  u s u a l  l i n e s  o f  co m m u n ic a ti o n . S e c o n d ly , 
f r a g m e n ta t io n  o f  g o v e rn m en ta l s e r v i c e s  i s  i n  c o n f l i c t  w i th  th e  t r a d i t i o n a l  I n d ia n  
a p p ro a c h  to  th e  c o n c e p t o f  g o v e rn in g  t h e  m em be rs  o f  t h e  t r i b e .  Many o f  th e  m an ag e­
m en t p ro b le m s t h a t  h av e  a r i s e n  on  o u r  r e s e r v a t i o n  b e c a u s e  HUD h a s  s t r u c t u r e d  I n d ia n  
H ousi ng  A u t h o r i t i e s  so  t h a t  th e  t r i b a l  g overn m en t c a n n o t in t e r v e n e  to  s t r a i g h t e n  
th i n g s  o u t .

As r e s e r v a t i o n  ec onom ie s a r e  in  a  d e v e lo p in g  s t a t u s  an d  man y t r i b e s  do  n o t 
h av e  th e  ec onom ic  an d m an ag em en t c a p a c i t i e s  a v a i l a b l e  to  l o c a l  g o v e rn m en ts , HUD 
s h o u ld  h av e  c o n c e n tr a t e d  e f f o r t s  on  t e c h n i c a l  a s s i s t a n c e  f o r  IHA a d m in i s t r a to r s  an d 
b o a rd  m em be rs . T h e re  h a s  been  no  s u c h  a s s i s t a n c e .  I n  f a c t ,  i n  o u r  c a s e  o v e r  th e  
r e c e n t  y e a r s  i n  w h ic h  we have  had  pr oble m ’s w it h  c o l l e c t i o n s ,  HUD h a s  ha lv e d  th e  Choc 
ta w  H ousi ng  A u t h o r i t y 's  o p e r a t in g  s u b s id y , w h ic h  ca n  do  n o th in g  b u t re d u c e  th e  
A u t h o r i t y 's  a b i l i t y  to  c o l l e c t .  I n  th e  m eanw h il e  we h av e  ha d to  c o n f r o n t  s o a r in g  
u t i l i t i e s  c o s t s ,  an d HUD d o es  n o t a d j u s t  f u e l  a l lo w a n c e s  o f t e n  en ou gh  to  e v e r  l e t  
u s  c a tc h  up  w i th  th e s e  s o a r in g  c o s t s .

I n  s h o r t ,  o u r  re com m enda ti ons  f o r  th e  I n d ia n  H ousi ng  P ro g ra m , a s id e  fr om  
r e s t o r a t i o n  o f th e  6 ,0 0 0 - u n i t  a l l o c a t i o n ,  w ou ld  b e  th e s e :

o P r o v id in g  T r i b a l  C o u n c il s  th e  o p t io n  o f  a d m in i s te r in g  HUD 
h o u s in g  p ro g ra m s d i r e c t l y ,  o r  e s t a b l i s h i n g  some  s o r t  o f 
a l t e r n a t i v e  s t r u c t u r e  w hic h  w ou ld  in v o lv e  t r i b a l  g o v e rn ­
m en ts  m or e d i r e c t l y  in  H ousi ng  A u th o r i t y  p o li c y -m a k in g

o I n c r e a s i n g  th e  l e v e l  o f  t e c h n i c a l  a s s i s t a n c e  g iv e n  to  IHA 
a d m i n i s t r a t i v e  s t a f f  an d b o a rd s  o f  co m m is s io n e rs

o P r o v id in g  IHA a d m in i s t r a t i v e  fu n d s  a s  a  s e p a r a t e  g r a n t  a l l o ­
c a t i o n  r a t h e r  th a n  ta k in g  a d m i n i s t r a t i v e  c o s t s  fr om  r e n t a l  
f e e s

o R a is in g  in co m e g u id e l in e s  s u b s t a n t i a l l y  f o r  I n d ia n  h o u s in g  
so  t h a t  yo un g f a m i l i e s  w i l l  n o t h av e  to  l o c a t e  o f f - r e s e r ­
v a t i o n  o r  l i v e  in  d i l a p id a t e d  q u a r t e r s .  C u r re n t l e v e l  i s  
$ 8 ,0 0 0 , w h ic h  we wou ld  l i k e  to  s e e  r a i s e d  to  a t  l e a s t  
$ 2 0 ,0 0 0

i

o In v o lv in g  t r i b e s  more d i r e c t l y  in  HUD's  i n t e r n a l  management p la n ­
n in g  (s u c h  a s  th e  r e a l ig n m e n t o f  a r e a  o f f i c e s )  an d p u b l i s h in g  
p la n s  in  th e  F e d e r a l Reg i s t e r

o P la c in g  an  em p h as is  on  hom e o w n e rsh ip  p ro g ra m s f o r  I n d ia n s ,
r a t h e r  th a n  lo w - r e n t  p ro g ra m s, w h ic h  w oul d do  mu ch  to  a m e l io r a te  
m an ag em en t p ro b le m s

o A ddin g w a te r  an d se w er  fu n d s  to  HU D's  I n d ia n  H ousi ng  a p p r o p r i a t io n  
so  a s  to  c o n s o l i d a te  th e  h o u s in g  c o n s t r u c t i o n  e f f o r t  u n d e r a 
s i n g l e  ag e n cy
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o P r o v id in g  f o r  t r i b a l  n e g o t i a t i o n  o f  c o n s t r u c t i o n  c o n t r a c t s  w i th  
In d ia n -o w n ed  f ir m s  w i th  s u f f i c i e n t  s u c c e s s  r e c o r d s  an d  s u f f i c i e n t  
a s s e t s  f o r  bo n d in g

In  c l o s i n g ,  th e  Com mun ity  D ev el opm en t B lo ck  G ran t p ro gra m  h a s  p r o v id e d  th e  
Cho ct aw  R e s e r v a t io n  w i th  muc h needed  i n f r a s t r u c t u r e .  We a r e  r e c i p i e n t s  o f  a w a te r  
an d sew er  im pro vem en t p r o j e c t  f o r  one  o f  o u r  sev en  c o m m u n it ie s , a man po wer  t r a i n i n g  
c e n te r  w hic h  w i l l  im pro ve  th e  em pl oy m en t p o t e n t i a l  o f  C ho ct aw  p e o p le ; a n d , m ost  
r e c e n t l y ,  a day  c a r e  f a c i l i t y  w h ic h  w i l l  a l lo w  Cho ct aw  m o th e rs  to  e n t e r  th e  la b o r  
f o r c e .  Th e B lo ck  G ra n t p ro gra m  h a s  p ro v id e d  f a c i l i t i e s  w h ic h  h av e  e n a b le d  o u r  
t r i b a l  g overn m en t t o  im pro ve o u r  s e r v i c e  d e l i v e r y  s y s te m s . H ow ev er , we do f e e l  t h a t  
th e  p ro p o se d  r e l o c a t i o n  o f  th e  CDBG p ro gra m  to  C h ic ago  w i l l  n o t b e  in  t h e  b e s t  
i n t e r e s t  o f  S o u th e a s te r n  t r i b e s .  F u r th e r ,  th e  19 80  CDBG In d ia n  s e t - a s i d e  o f  
$700 ,0 00  f o r  R eg io n  IV , an d c o m p e ti ti o n  o f  fo u r  t r i b e s  ca n  o n ly  b e  n e g a t iv e l y  a f ­
f e c t e d  by  th e  p ro p o sed  mo ve to  C h ic ag o  an d  c o m p e ti ti o n  w it h  m or e th a n  40 t r i b e s .

We o p p o se  th e  CDBG r e l o c a t i o n  p r o p o s a l an d w ou ld  recomme nd  an  i n c r e a s e  in  
th e  CDBG fu n d in g  a l l o c a t i o n  f o r  R eg io n  IV .

Tha nk  y o u .

6 3 -2 7 7  0 - 8 0 - 4 6

□
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Environmental Protection Agency

STATEMENT OF THE ASSOCIATED GENER AL CONTRACTORS OF AMERICA

Mr. Boland. The Committee has received a statement from the 
Associated General Contractors of America. The statement will be 
placed in the record a t this point.

[The statem ent follows:]



STATEMENT OF
THE ASSOCIATED GENERAL CONTRACTORS OF AMERICA

PRESENTED TO THE
SUBCOMMITTEE ON HUD-INDEPENDENT AGENCIES
UNITED STATES HOUSE OF REPRESENTATIVES

MAY 8, 1980
ON THE TOPIC OF

THE ADMINISTRATION'S BUDGET REQUESTS FOR THE ENVIRONMENTAL
PROTECTION ADMINISTRATION'S CONSTRUCTION GRANTS PROGRAM FOR

FISCAL YEAR 1981

AGC is:
* More than 30,000 firms including 8,000 of America's leading 

general contracting firms responsible for the employment of 3,500,000-plus employees;
* 113 chapters nationwide;
* More than 80% of America's contract construction of commercial 

buildings, highways, industrial and municipal-utilities facilities.
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On behalf of the municipal-utilities construction industry, 
the Associated General Contractors of America (AGC) calls for your 
special attention to the preservation of adequate funding for the 
EPA's Construction Grants Program. The heart of the Nation's water 
pollution control effort is the Section 201 Construction Grants 
Program. For a variety of reasons, this program has not had the 
benefit of stable, continuous funding since enactment in 1972.
This uncertain situation has resulted in costly disruptions in the 
development of state and local pollution abatement projects. The 
uncertainty of future funding levels has caused state and local 
governments to postpone or forego pollution abatement projects that 
are badly needed to achieve the goal of clean water. In addition, 
the program has suffered from a number of economic and management 
setbacks, resulting in further confusion and uncertainty at the 
state and local levels. But now the EPA has worked out most of 
these problems and the program has been steadily moving ahead with 
increasing obligations and outlays. The enormous backlog of 
obligations that plagued the program in the past years has been 
greatly diminished. If, however, funding is again disrupted, much 
of what EPA has accomplished will be lost; new obligation and out­
lay delays will occur.

The AGC hopes the Congress will reiterate its 1972 commitment 
and will recognize the need for a strong Congressional commitment to 
these most critical programs. AGC also hopes the Congress will 
realize that recent program reforms in the EPA's administration of 
the Construction Grants and Water Quality Management Planning effort 
will ensure that monies appropriated for fiscal year 1981, as well 
as future appropriations, will be spent on activities that make not 
only environmental but economic sense. In an attempt to quantify the 
remaining needs of the National Water Program, the AGC submits the 
following water quality needs assessment. We encourage your support 
and approval of the fiscal year 1981 funding levels requested by 
President Carter on January 28, 1980.

$3.7 billion for Construction Grants Program (§201) and
$48.7 million for State Management Assistance (§106)

EPA Construction Grants Program
This program is one of the few federally funded programs 

which provides both strong environmental and economic benefits.
In addition to cleaning up our Nation's waters, the program pro­
vides direct employment for more than 200,000 people each year. A 
reduction from the $3.7 billion appropriation level (which is itself 
a drastic cut in the authorized $5 billion and in essence a reduc­
tion from the $3.4 billion of fiscal year 1980 when inflation is 
factored in) will halt or delay construction grants programs in 
many states, resulting in significant unemployment problems for 
industry, states, and local communities. In addition, as noted
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earlier, the delays will cause an increased inflationary impact 
as construction costs continue to climb. Even at the $3.7 billion 
appropriation level, many projects required to meet the national 
water quality goals of the Act, will be delayed nationwide.

Further, with any threat of unstable funding, local 
governments will most certainly hesitate to continue necessary 
planning and design activities. Communities must be assured that 
federal funding will be available when their projects reach the construction stages.

The 1977 Amendments provide a framework to expedite the 
design and construction of cost-effective treatment works, thus 
reducing inflationary impacts (currently running at 18.3%) while 
enhancing the limited resource capacity of the EPA. It is 
important to point out at this point that the unobligated balances 
of appropriated funds that occur at the end of each fiscal year 
are a "red herring" for those concerned about the construction 
grants program’s lack of progress. Unobligated balances occur, 
not because the money isn't needed, but because the application, 
approval and design and construction phases of the process take 
so long to complete— in many cases, up to ten years. The length 
of time it takes to design and build a plant will not be reduced 
by cutting funds; it will only increase. Deferrals of appropriated 
sums, such as those now proposed by President Carter, will be felt 
as delays far beyond the year in which they occur. A deferral of 
FY80 money will have a ripple effect in fiscal years 82 and 83 as 
well as FY81. Only with continued funding assurance, will state 
governments be able to meet the water quality goals the nation 
desires, in a cost effective manner.

For these reasons the AGC supports (1) Congressional actions 
which provide for adequate and stable funding for the construction 
grants program to achieve the mandated goals and time schedules of 
the Clean Water Act, (2) expanded delegation of construction grants 
management to states as mandated by the Act, including adequate 
funding necessary for state administration of the program, (3) 
incentives in the program to achieve expedited obligation of funds 
to accelerate the national water quality program.
Section 106 State Management Assistance

This program is the center piece of the state water quality 
management program. Section 106 funds are used by states to con­
duct monitoring programs, to enforce National Pollutant Discharge Elimination System permit requirements, to train staff for operation 
and maintenance activities, as well as general management efforts.
The 106 program is a critical link in state program administration, 
and we urge your continued support of this program.

In conclusion, the AGC urges the Congress to support the 
administration's original request for $3.7 billion for the Construc­
tion Grants Program. If the nation's water quality goal is to have 
credibility and if the nation is to clean up its water as the Congress 
mandated in the Clean Water Act, then there must be stability and 
continuity of funding in the Construction Grants Program.
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Mr. Boland. That  concludes the Members and outside witness 
hearings. Thank  you very much.

[The Committee will s tand adjourned.]
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