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SENATOR ROBERT C. BYRD, COL.
JOE BARTLETT, MINORITY CLERK
OF THE U.S. HOUSE OF REPRE-
SENTATIVES, AND COLUMNIST
HOLMES ALEXANDER RECEIVE
HONORARY DEGREES AT SALEM
COLLEGE COMMENCEMENT—SEN-
ATOR BYRD DELIVERS COM-
MENCEMENT ADDRESS

HON. JENNINGS RANDOLPH

OF WEST VIRGINIA
IN THE SENATE OF THE UNITED STATES

Friday, May 21, 1971

Mr. RANDOLPH. Mr. President,
“What Americans are prone to take so
lightly and so much for granted, citi-
zens in closed societies would give any-
thing to possess.” So spoke Senator
RoeerT C. Byrp, as he addressed the re-
cent Salem College commencement.

The meaningful remarks of Senator
Byrp were heard by an attentive and ap-
preciative audience of 1,200 persons.
They were told that—

If the energy that has been wasted on
needless demonstrations and confrontations
had been channeled into constructive activi-
ties, more problems could have been solved
and more citizens could have enjoyed the
benefits our system can provide.

Because of the timeliness of my es-
teemed colleague’s challenge, and the
confidence we share, as Senators, in his
opinions, I shall inelude his address at
the conclusion of my remarks.

Mr. President, my beloved alma mater
Salem College, is located in Harrison
County, W. Va. It was founded in 1888
as an independent liberal arts school
with the assistance of the Seventh Day
Baptist Church, and dedicated men and
gicmen who have lived good lives in the

1ls.

Last Sunday there were 186 graduat-
ing seniors, 120 of whom were from out-
side the State. Most of the student body
is drawn from the surrounding States of
the East and Midwest.

Three outstanding West Virginians
received honorary degrees during the
commencement ceremonies. Each re-
ceived an honorary doctorate. They are:
Senator RoBert C. ByYrp, Col. Joe Bart-
lett, the minority clerk of the U.S. House
of Representatives who delivered the
baccalaureate address, and Holmes
Alexander, author and noted Washing-
ton columnist who also addressed the
Centurion breakfast, during graduation
week activities.

Senator Byrp, the distinguished
majority whip of the U.S. Senate, cer-
tainly realizes the importance of edu-
cation. He was graduated from Mark
Twain High School, in Stotesbury, as
class valedictorian. He attended Beckley
College. While serving in the West Vir-
ginia House of Delegates and State Sen-
ate, he attended Morris Harvey College
in Charleston, Marshall University in
Huntington, and Concord College in
Athens.

While serving in the U.S. Senate, he
was graduated cum laude from American
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University Law School. This is indicative
of the perseverance of Senator Byrp and
his dedication to helping himself that he
might help other people. He is the only
West Virginian who has served in both
branches of our State legislative bodies,
and both bodies of the U.S. Congress.

Senator Byrp, as majority whip, holds
the highest post of Senate leadership re-
sponsibility ever attained by a legisla-
tor from West Virginia. Through hard
work, long hours on the job, parliamen-
tary acumen, attention to details, and a
broad understanding of the process of
government, he has gained respect which
cuts across party lines.

The citation presented on the award-
ing of his degree, by President Duane
Hurley, able educator, reads as follows:

Meticulous techniclan in governmental
procedures, Senator Robert Carlyle Byrd is
singled out by Salem College for special
recognition during West Virginia's Home-
coming '71. The record shows this son to
be a political craftsman and statesman
devoted to the welfare of the people and
putting the common good above personal
gratiﬁc.a.tlon and galn.

Therefore, in recognition of your meri-
torlous record as a public servant, the Salem
College honors committee (representing all
facets of the College community) has
validated the awarding to you of the time-
honored degree, Doctor of Laws (honoris
CAUSA).

Col. Joe Bartlett, a native of Clarks-
burg, came to Washington in 1938 on a
30-day House page appointment for
having been selected as “America’s typi-
cal schoolboy patrolman.”

He was graduated from the page’s
school during World War II and enlisted
in the Marine Corps. In 1945, when only
19 years of age, he was appointed chief
page and as such was the youngest chief
page in the history of the House.

During the Korean war, Bartlett again
served his Nation and when he returned
he became the reading clerk. In May
1970, after 30 years of congressional serv-
ice, Joe Bartlett was elected minority
clerk of the U.S. House of Representa-
tives, the ranking staff position of his
party.

He has been awarded the George
Washington Honor Medal from the Free-
doms Foundation of Valley Forge and
has been honored by the U.S. Jaycees for
outstanding service.

The following citation was read when
the doctor of laws degree was awarded:

Dorsey Joseph Bartlett, you are highly
respect.ed among your fellow West Vlrginlans
for a devoted life of service to mankind by
performing speclallzed governmental tasks,
You have “grown up” in the halls of legisla~
tion, and you *“stand tall” in the ranks of
public servants.

For faithful continuity in your profes-
sional career, for exemplary understanding
of the Congressional process, and for the
faithful discharging of your duties, Salem

College takes pleasure in recognizing you in
this special way during West Virginia's

Homecoming "71.

With the approval of faculty and students,
and by the authority of the Board of
Trustees, I now have the honor of conferring
upon you, Dorsey Joseph Bartlett the dis-

tinctive degree of Doctor of Law (honoris
causa), granting you all the rights and
privileges of that degree, and causing you to
be appropriately hooded for that degree.

With this diploma goes the congratulations
and admiration of the people here assembled
in the name of Salem College.

Holmes Alexander, the renowned
Washington columnist, was born in
Parkersburg and spent much of his boy-
hood in the Clarksburg area.

He served in World War II, was highly
decorated and was discharged as a
major.

The gifted journalist writes a 5-day-
a-week syndicated column for over 140
newspapers nationwide and is the author
of more than a dozen well known books,
including “With Friend Possessed"; “The
American Talleyrand: The Career and
Contemporaries of Martin Van Buren”;
“The Life of Aaron Burr”; and “Ameri-
can Nabob.”

He graduated cum laude from Prince-
ton University and did postgraduate
work at Johns Hopkins University.

Upon his presentation of the degree of
doctor of letters, the following citation
was read:

On wings of the printed word the infiuence
of this stalwart “product” of the hills of
West Virginia has flown into the far corners
of the world. Combining a keen mind, astute
insights, and an incisive pen, he has unself-
ishly used his talents in the interests of
good cltizenship and good government. He
has helped to create a favorable image for
his home State,

It is particularly fitting then, this Home-
coming Year for West Virginia, that the
Salemn College Board of Trustees should
recommend and the faculty confirm the
awarding to you—Holmes Moss Alexander—
an honorary degree in literature.

Mr. President, it was my honor and
privilege to present Senator Byrp for his
degree while former Governor Cecil H.
Underwood presented Joe Bartlett, and
Cecil B. Highland, Jr., presented Holmes
Alexander.

The commencement invocation was
given by the Reverend Father Thomas
Gornick, Sacred Heart Parish, Salem,
and the benediction was read by Rabbi
Eli J. Eahn, Tree of Life Congregation,
Clarksburg.

Mr. President, our cherished friend,
and a member of the College Board of
Trustees, Dr. M. S. Harvey, of Akron,
Ohio, introduced Senator Byrp. I request
unanimous consent to have the com-
mencement address by Senator Byrp
printed in the Recorp at this point.

There being no objection, the address
was ordered to be printed in the REcorDp,
as follows:

ADDRESS: SALEM COLLEGE COMMENCEMENT

(By RoBerT C. BYRD)

Dr. Hurley, Senator Randolph, Governor
Underwood, Dr. Harvey, members of the 1971
graduating class of Salem College, members
of the faculty, parents, and friends: I am
honored, indeed, to have been asked to speak
at this commencement.

I share the sense of pride in this gradu=-
ating class which I am sure that its mem-
bers feel. I know that parents, professors,
and the officials of Salem College join in
sharing that pride, as well. This is a day of




16450

fulfillment. I offer my sincere congratula-
tions to the members of this class. Each of
you has my best wishes for the future.

Obtaining a college degree is an individual
matter; but the community at large also
has a stake in what the college graduate does
with the education which he has received,
The achievement of this class is an affirma-
tilon of the promises which this Republic
offers to all who strive to secure an educa-
tion. Your performance in the future is a
matter of importance to the total commu-
nity. Society needs you and the skills which
you have acquired.

James B. Conant, when he was president
of Harvard University, once wrote that a
primary concern of education in the United
States should be—and I quote—"to culti-
vate in the largest possible number of our
future citizens an appreciation of both the
responsibilities and the benefits which come
to them because they are Americans and are
me‘h

He made that statement a quarter of a
century ago, when our country was far more
unified in purpose and direction than it is
today. But his works, I think, have even
greater valldity now in the troubled and di-
visive time in which this class is graduating.

Instead of asking what they can do for
their country, all too many Americans at
this point seem to be most Interested in
what they can do to their country.

It is especially disturbing to hear from
many—who apparently consider themselves
to be among the intellectually elite—that
they think the American system has failed.
I do not believe that the system has falled;
it has not failed. I would say, on the con-
trary, that some of our cltizens have failed
the system.

They have failed in their understanding of
America and in their reading of its history.
They have failed in their response to the ob-
ligations and responsibilities of citizenship.
And, most Importantly, they have falled in
their appreciation of the priceless benefits
which the American system provides for the
individual.

“Happy is the man that findeth wisdom,”
the proverb says, “and the man that getteth
understanding.” Today's citizen needs educa-
tion and skills; but he also needs wisdom,
and the understanding that it can bring.

We need understanding about what the
American system really is, how it came about,
and the hopes and possibilities it holds for
all of our citizens, We need clear vision, born
of wisdom, for the future, and we need an
accurate understanding of the past. We can-
not deal intelligently with either the con-
temporary scene or the future unless we
understand the past and what has gone be-
fore. Twenty-twenty hindsight is not to be
ridiculed where the lessons of history are
concerned.

It is true that the total body of man's
knowledge .may have doubled, or even
tripled, in the lifetime of the members of
this graduating class. Some may be inclined
to say, "“There Is s0 much that is new that
we must know—things are changing so
fast—that we don't have time to bother
about the past.” But there is a dangerous
fallacy in that attitude. Human nature has
not changed appreciably over the centuries
of recorded history; fundamentals and prin-
ciples do not change. Our swiftly-advanc-
ing technology Is new and ever-changing.
But no leader of the modern world has yet
improved upon, or even equaled, the sys-
tems of ethics, morality, and human conduct
devised by ancient religious and philosophi-
cal thinkers.

You who are members of this graduating
class are not isolated from the past. No man
is an island to himself. You are what you
have inherited from your ancestors plus the
experience you have had thus far. You are
a part of all that has gone before.
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When we think of America and our sys-
tem we should think of them in that way.
We cannot separate them from the past out
of which they grew.

When the delegates to the Constitutional
Convention met in Philadelphia in the sum-
mer of 1787, they did something that had
never been done before. Systems of govern-
ment had always evolved before that, with
the strong ruling the weak., The idea of a
group of elected delegates drawlng up a
document which was to be the fundamental
instrument of government, with the ulti-
mate power vested in the people, was a bold
new concept in the history of man.

The men of vision who set up our system,
as we all know, devised a government of
checks and balances, in which every group
could be represented but no branch of gov-
ernment would clearly dominate. So care-
ful were those men—and so0 well were they
versed in the lessons of past history—that
in the course of almost 200 years, the Amer-
iean people have felt it necessary to amend
the FPederal Constitution only 15 times after
the Bill of Rights was added.

The flexibility of our Constitution is even
more impressive when one considers the
changes that have occurred in the world dur-
ing those two centuries. Of the countries
in existence when our Constitution was rati-
fled, the United States is one of very few
which has the same form of government to-
day as In 1789. Governments have since come
and gone throughout the world, but ours has
remained, strong and resilient, capable of
meeting the needs of a changing America.

The stresses applied to our government
have been severe and they have been fre-
quent. It has withstood civil war and foreign
wars, and determined opposition from mili-
tant minorities. It has weathered good times
and bad, booms and panies, and the devastat-
ing worldwide depression of the thirties. It
is all too easy—if one does not think of what
has gone before, or does not know of it—to
think that we are the first or only Ameri-
cans to be faced with problems. Yet, even
the most cursory glance at history will dis-
abuse one of such an heroic view. We have
great problems today—the problems of a
dynamic, expanding, progressive soclety—but
no age has been without problems, and no
country has been without problems.

I believe that the American system can
solve the problems and survive the challenges
it faces, if you and I, and all who want the
system to survive, respond constructively to
the responsibilities which are ours.

We not only have the responsibility of
understanding our system, but we also have
the more Important responsibility of work-
ing within the system, and of giving the sys-
tem a chance to work. There are no instant
answers or easy solutions to our national
problems. It has taken mankind thousands of
years to come this far. Civilized progress may
seem too slow for those who demand Utopia
now. But there will be no progress at all if
those who wish to destroy the system are
permitted to tear it down. What would they
put in its place? What sensible alternatives
do they propose?

Mobs in the streets, and violence and de-
struction are not sensible alternatives for
anything. No system can permit government
policy to be made or influenced by mass
demonstrations and terrorism and civil dis-
order., Only through orderly, democratic
processes can this or any free soclety or na-
tion move toward sensible and effective ac-
tion on national issues. )

If the energy that has been wasted con
needless demonstrations and confrontations
had been channeled into constructive activi-
ties, more problems could have been solved
and more citizens could have enjoyed the
benefits our system can provide.

I am not thinking of affluence and mate-
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rial well-being alone when I speak of bene-
fits. Our system offers those who are a part
of it more than that, important as those
things are.

We all know that the standard of living
in our country is the highest that any sys-
tem has yet produced, and that even what
is now thought of as poverty, for those who
fall below an arbitrary income level, is, in
many instances, only relative poverty when
comparisons are made. Milllons in really
poverty-stricken countries around the world
would be glad to exchange places with
Americans in even our lowest income brack-
ets,

This is in no way meant to minimize the
plight of those in our country who are gen-
uinely in need—and who should be helped—
but only to point out that we in America
have such a high living standard that pov-
erty here would be prosperity in many, many
other countries.

I sald earlier that our system offers some-
thing far more important than material con-
siderations, It offers opportunity and freedom
under law. No one need stay in poverty if he
is willing to work. No one need remain un-
educated if he i1s willing to learn. No one
need stay at the bottom of the ladder if he
is willing to make the effort to climb.

Our system—and that is its greatest
worth—guarantees the individual citizen the
highest degree of personal freedom the world
thus far has known.

Think of what freedom in one’s personal
life, freedom to come and go, freedom of
expression in art and literature and in poli-
tics would mean for millions now restricted
by Communist and other authoritarian re-
gimes around the world.

What Americans are prone to take so light-
ly and so much for granted, citizens in closed
societies would give anything to possess.

So prodigal is our country with its gift of
freedom for the individual that the very op-
ponents of freedom can stand without fear
on the public streets and openly advocate the
destruction of the very system which protects
their rights to speak freely. No system has
ever offered the opportunity, the freedom,
and the constitutionally-protected liberty
which the American system offers.

These are the things that need to be said
when one hears the chants of hate and sees
the acts of violence by militant extremists
who would pull down our system and de-
stroy opportunity and freedom and liberty.

The great challenge before our soclety
today is the preservation of those rights for
all Americans.

History will judge your generation in this
respect—as it will judge mine—on the basis
of performance, The judgement will be made
by comparing what is accomplished against
what was possible. Under the American sys-
tem, beleaguered though it may be on some
fronts, the possibilities for accomplishment
by your generation are enormous beyond de-
scription.

So, on this important day, I would hope
that you and I and all Americans would heed
the words of a very great American, Oliver
Wendell Holmes, Jr., who sald many years
ago:

“It is now the moment when by common
consent we pause to become conscious of our
national life and to rejoice in it, to recall
what our country has done for each of us,
and to ask ourselves what we can do for our
country in return.”

Mr. RANDOLPH. One of the delightful
events on campus was the luncheon
hosted by President Hurley and his gra-
cious wife, Shireen, attended by com-
mencement participants, including offi-
cers of the college board, members of the
faculty, and honorees.
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THE REVOLUTIONARY TACTICS OF
“PEACE"”

HON. JOHN G. SCHMITZ

OF CALIFORNIA
IN THE HOUSE OF REPRESENTATIVES
Thursday, May 20, 1971

Mr. SCHMITZ. Mr. Speaker, another
wave of violent “nonviolence” has sub-
sided in the Capital. After a week or so of
disruption that saw over 12,000 arrests,
Rennie Davis, one of the army of peace
generals, and currently appealing his
Chicago incitement-to-riot conviction,
has declared a “tactical retreat,” but
vows that his revolutionary multitudes
will return in 6 to 8 weeks for more “mass
civil disobedience.” Davis promises, less
than seriously one supposes, that—

They are going to have to jall every young
person in America before we are stopped.

Davis’ message has been interpreted
by much of the news media as an an-
guished expression of youthful determi-
nation and idealism—Davis is 31. Our
molders of opinion in many cases have
depicted the protestors as nonviolent,
apolitical youngsters interested only in
getting across their message of peace.
The police and civil authorities, on the
other hand, are portrayed as repressive
or unreasonable in their use of force to
insure some semblance of peace and pro-
tection to the residents and workers in
our Nation’s Capital.

The practice of shifting blame from
the revolutionaries to the authorities is a
seasoned and practiced Communist tac-
tic. Oppression, as defined by the Com-
munists, is resistance by the authorities
to the imperatives of revolutionary
change. Thus, by this reasoning, prov-
ocation becomes resistance and revolu-
tionary violence becomes self-defense. As
Bettina Aptheker, an early student rev-
olutionary and a member of the Central
Committee of the Communist Party,
U.S.A,, said in the New York Times:

I am in favor of using whatever political
force is necessary to secure and defend the
revolutionary transformation of this society.
This includes the possible use of armed force.
But what force may be necessary is primarily
determined by the degree of violent resist-
ance to change offered by the ruling powers
that be. (emphasis added)

This is much like convicting a raped
woman of assault for denying the wishes
of the rapist—after all, he was only seek-
ing a little love.

Putting the onus on the defenders of
society has been assiduously developed
by the Communist, Josef Stalin, in a 1934
interview with H. G. Wells, proclaimed:

You are wrong if you think that the Com-
munist are enamored of violence. 'I'hey would
be very pleased to drop violent methods if
the ruling class agreed to give way to the
working class.

It was astonishing to those of us view-
ing a television panel show in Washing-
ton, D.C., to hear one protest leader pro-
claim that violence during the demon-
strations “depends entirely on the reac-
tion of the police.” Stalin could not have
said it better.

Napoleon recognized the value of this
tactical concept. Every congueror, he
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said, is “always a lover of peace; he
would like to make his entry into our
state unopposed.”

When Nicolai Lenin, Communism’s
premier theoretician, read the Napoleon
quote in General Carl von Clausewitz’
influential book, “On War and Warfare,”
he scribbled a comment in the margin of
the page, which translates, “Ha-Ha!
Shrewd!™

Mr., Davis and his comrades have
learned their violent catechisms well;
and while they are not “peaceful” nor
“idealistic” as some would lead us to be-
lieve, they certainly are “shrewd.”

Whether they succeed as conguerors
depends largely on how shrewdly we, as
guardians of American liberty, under-
stand their well-rehearsed tactics.

OLD TRUTH-HOLDERS

HON. G. WILLIAM WHITEHURST

OF VIRGINIA
IN THE HOUSE OF REPRESENTATIVES
Thursday, May 20, 1971

Mr. WHITEHURST. Mr. Speaker, the
American Revolution Bicentennial Com-
mission is continuing to discharge its
responsibility as directed by Congress to
encourage, develop, plan, and coordinate
the 200th anniversary celebration of this
Nation. The Commission’s meeting in
Dallas, Tex., May 6-7, 1971, was help-
ful to both the Commission and the at-
tending members of State bicentennial
commissions in the southern region. The
exchange of information and plans on a
face-to-face basis is a valuable technique
and deserves encouragement. Full Com-
mission meetings are planned for other
areas of the country.

The spirit and enthusiasm expressed at
the Dallas meeting was heartening.
There is so much this country has to
offer, it has come so far, and its future
contains such great promise. Certainly
the Nation is not all good, but neither is
it all bad.

I was pleased to read the editor’s note
written by Ralph Graves, managing edi-
tor of Life magazine in the May 21, 1971,
issue, that not everything is wrong with
the country, even though we sometimes
act as though it is.

I detect a welcome call for citizen re-
sponsibility in the article. Graves' com-
ments make enjoyable reading. I include
the text at this point in the REcorbp:

[From Life magazine, May 21, 1971]
THIS CoUuNTRY IsN'T EKID STUFF ANYMORE

We have all lived through a very rough
decade in the United States. I am not going
to recite here the 25 most familiar criticisms
that have been flung against our own coun-
try by our own citizens. I have flung a few
myself, and I am sure you have. With so
many sincere criticisms from so many differ-
ent segments of our soclety, from far left to
far right and every graduation in between,
there must indeed be something wrong, But
that doesn't mean that everything is wrong,
even though we sometimes act as though
it did.

In five years the United States will be 200
years old. This is kid stuff compared to the
old countries of Europe, to say nothing of
really ancient countries such as China and
Japan. And yet 200 years is a very long sur-
vival tlme for a country founded on such an
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idealistic premise as ours, The democratic
city-states of ancient Greece, which we all
learned to admire in school, turned into
tyrannies. The Republic of anclent Rome fell
into the hands of the Caesars before Christ
was born. The French Revolution—Iliberté,
égalité, fraternité—became Napoleon's per=-
sonal empire inside of 20 years. In our own
time, the Russian Revolution that overthrew
the autocratic czars was in the grip of the
infinitely more autocratic Joseph Stalin in
less than 20 years. Yes, England has been
around a long time and is still there, but the
English system evolved and changed over
centuries and never has had anything so
formal and clear-cut as a constitution. When
we started this country, we planted our feet
and sald clearly just what we intended to
create.

We are a young nation if we count only
years of nationhood, but an old nation in
terms of dedication to an ideal. The Old
World may call us kids, but we aren’t. We
started out, 195 years ago, saying, “We hold
these truths . . ."” (It is no more necessary to
cite which truths we hold self-evident than
it is to cite the major problems facing Amer-
ica today.) We have held these truths a long,
long time. We may be a young country, but
we are old truth-holders.

For all the failings in our soclety, we can
still lay claim to the self-evident truths, We
are different from the Old World countries
in our special sense of dedication. Cynicism
is not our style—even though there is much
to be cynical about, Neither is pragmatism—
although there is plenty of call for that too.
And neither is giving up—simply writing it
all off and proclaiming that the whole sys-
tem is no good.

We could still turn ourselves into a worldly
0Old World country: there are lots of them
available as models. And we could still dis-
miss the system: there are models for that,
past and present. Either way, we would sur-
vive—as a country.

But it wouldn't be this country. Survival
is simply not enough, and the fact that we
have always insisted on more is what really
distinguishes us. That should be worth some-
thing, not only to us but to the rest of the
world. The United States isn't kid stuff any-
more, no matter how all of us—young and
old and middle-aged—have been behaving.
America, with all its current calamities, still
shines. The truth-holders should not let go.

RALPH GRAVES,
Managing Editor.

DIFFICULTY ENCOUNTERED IN
ATTEMPTING TO REACH A JUST

HON. MANUEL LUJAN, JR.

OF NEW MEXICO
IN THE HOUSE OF REPRESENTATIVES
Thursday, May 20, 1971

Mr. LUJAN. Mr. Speaker, I have
recently received a letter from a citizen
of the First Congressional District of
New Mexico which I represent, Mrs.
Mary E. Strong.

She has commented on her efforts to
send a letter to the North Vietnamese
representative to the Paris peace nego-
tiations. The letter was returned marked
“refused.”

I believe this exemplifies the difficult
situation that our President faces in
attempting to reach a just settlement
with the North Vietnamese Government.

Mary Strong has shared an invaluable
lesson with us, and I call this to the
attention of my colleagues and all who
read this REcorb.




16452

COUNTERBUDGET: A BLUEFRINT
FOR CHANGING NATIONAL PRIOR-
ITIES 1971-76 AS PROPOSED BY
THE NATIONAL URBAN COALI-
TION—CHAPTER 1

HON. JOHN BRADEMAS

OF INDIANA
IN THE HOUSE OF REPRESENTATIVES
Thursday, May 20, 1971

Mr. BRADEMAS. Mr. Speaker, during
the past 2 years a new expression has
been added to America's political lexi-
con—"‘the need to reorder our priorities.”

Because a growing number of Members
of Congress—of both political parties—
have become convinced that the present
emphasis in Federal spending is out of
balance, they are reviewing these priori-
ties more closely with an eye toward fo-
cusing our limited tax dollars on pro-
grams to help meet our most pressing
national needs.

The 91st Congress acted to cut back
wasteful spending—much of it in the
military budget—in order to make more
resources available to create employment
opportunities for jobless men and women,
to eliminate poverty and hunger, provide
adequate housing, strengthen our health
services, control pollution, rehabilitate
our cities, develop our rural areas, and to
improve our system of education.

This effort to reorder the Nation’s
priorities is continuing in the 92d Con-
gress, with the support of many individ-
ual citizens, as well as public interest
groups.

Mr. Speaker, one group which has

played a particularly valuable role in
the campaign to change our national
priorities is the National Urban Coalition.
Indeed, the National Urban Coalition has
developed a definite set of proposals for
the sound expenditures of Federal funds.

These proposals are contained in
Counterbudget: A Blueprint for Chang-
ing National Priorities 1971-76, a
most impressive document prepared by a
number of persons knowledgeable about
the specific issues confronting the Nation
today, and edited by Robert S. Benson
and Harold Wolman of the National
Urban Coalition staff. Jack Hood Vaughn
is the very able president of the organiza-
tion.

Sol Linowitz, the distinguished chair-
man of the National Urban Coalition,
said in releasing the report:

We hope and anticipate that our proposals
will spark a more informed, more sharply
focused public debate over how resources
ought to be allocated to obtain the goals
most Americans share.

Certainly, Mr. Speaker, there is no
lack of problems in America which we
must meet if the American people are
to build the kind of free society which
the Founding Fathers of this Republic
intended. And certainly, Mr. Speaker,
these problems cannot always be reduced
to politically partisan issues.

Mr. Speaker, because we believe the
National Urban Coalition Counterbudget
makes a genuinely significant contribu-
tion to the national dialog on priorities,
15 Democratic and 10 Republican Mem-
bers of the House of Representatives are
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today joining to insert these proposals in
the CONGRESSIONAL RECORD.

I would emphasize, Mr. Speaker, that
the various Members participating in
this effort do not necessarily endorse all
of the recommendations included in the
Counterbudget. We insert this document
in the REcorp in order to draw attention
to the crucial questions it raises in the
consideration of national priorities.

Mr. Speaker, I include chapter 1 of
the “Counterbudget” at this point in the
RECORD:

CHAPTER 1, INTRODUCTION

We looked comprehensively and search-
ingly at how our nation’s priorities could be
reordered within the context of the realities
of the federal budget and the American
economy. Our report constitutes a broad
statement of public needs in America and
recommendations for meeting those needs.

America today is a tangle of paradoxes.

Our Gross National Product doubles in a
decade, yet our cities and states teeter on the
edge of bankruptey.

Our doctors transplant whole organs and
heal the most complex disorders of the hu-
man body, yet our infant mortality rate ex-
ceeds that of many European countries.

Our Congress passes civil-rights laws of
sweeping dimensions, yet discrimination still
denies jobs and housing to millions of Amer-
fcans who want and need them.

Our people buy increasing quantities of
consumer goods every year to enjoy a higher
standard of living, yet we experience a de-
terioration in the quality of American life
as the production and use of these goods
destroys the human environment.

It is not that we are making no progress.

We are progressing, However, the realiza-
tion that progress Is occuring sends expecta-
tions soaring and widens the gap between
what we are as a nation and what we wish
to be. Tenslons and frustrations build, For
despite the fact we are moving forward in
many areas in absolute terms, relative to our
rising aspirations we often seem to be stand-
ing still.

Our fallure to resolve these paradoxes and
close the gap between our hopes and reality
has driven an increasing number of Ameri-
cans to ask whether we are using to best
advantage the massive human and material
resources at our command.

As a result there has been Increasing dis-
cussion of the need to reorder our national
priorities. Congress and the President have
participated in and encouraged this public
debate.

The Joint Economic Committee, at hear-
ings on national priorities in 1970, stressed
“the need for Congress to question search-
ingly the adequacy of the 1971 ! budget with
respect to the share of the budgetary re-
sources allocated to soclal problems, and...
the need for similar searching inquiry into
the adequacy of the proposed cuts in de-
fense spending.”

On July 20, 1970, President Nixon's Com-
mittee on National Goals called for:

“Constructive public discussion of alter-
native priorities and policles, with all groups
of people participating. The fruits of this
public discussion should be incorporated
into policies aimed at alleviating the prob-
lems or enhancing the opportunities.”

Three years previously, President Lyndon
Johnson's Commission on Budget Concepts
(whose Chairman David EKennedy was Presi-
dent Nixon's first Secretary of the Treasury)
recommended that private organizations de-
vote themselves to a study of priorities by
preparing five year projections of future
needs and revenues,

Footnotes at end of article,
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We have accepted that challenge. But we
also have attempted to move beyond the easy
rhetoric of “reordering priorities” to infuse
more precision and clarity into public de-
bate. It is for this reason that we have
chosen the federal budget as our vehicle for
examining priorities. For, as Kermit Gordon,
former Director of the Bureau of the Budget,
observes In the foreword to the Brookings
Institution analysis of the 1971 budget:

“Even though the spotlight of public atten-
tlon and concern is today sharply focused on
the issue of priorities in American soclety,
the public is neither well informed nor much
concerned about the composition—as opposed
to the total size—of the budget of the Federal
government, This is a singular inconsistency,
for the President’s annual budget is the
vehicle for the most important and compre-
hensive collection of priority declsions which
our soclety makes in the course of a year."3

In order to eliminate this inconsistency,
we looked comprehensively and searchingly
at how our nation’s priorities could be re-
ordered within the context of the realities
of the federal hudget and the American
economy. Our report constitutes a broad
statement of public needs in America and
recommendations for meeting those needs.
But it is not merely a “wish list"” of lofty
aspirations. Rather It proposes a detailed
federal budget offering careful estimates of
the costs of recommended programs and rev-
enues for each of the next five years. In
addition, we have included an assessment
of the probable consequences of its recom-
mendations on varlous sectors of the Ameri-
can population and on the national economy.

One need be neither a flscal expert nor a
budget analyst to follow the format of our
budget. Indeed, it is our hope that this Re-
port will make the federal budget compre-
hensible for those readers who have never
examined one before. It 1s essentlal that
concerned cltizens learn to handle this docu-
ment, otherwise national prlorities will con-
tinue to be set within the closed ranks of
whatever administration is in power, As long
as secrecy prevalls, the public’s role in chart-
ing the nation’s future must remain one of
reaction—reaction too often characterized by
frustration, a sense of impotence and, worse,
ignorance.

We do not expect everyone to agree with
all our recommendatlions. This is as It should
be. Because of the comprehensiveness of the
federal budget, it is probably impossible for
any two people to be in complete agreement
on how public resources should be allocated.

But persuading others to accept our priori-
ties is not our primary purpose. Instead we
wish to stimulate a wvastly more informed
public debate on what national priorities
ought to be. If we succeed in raising “re-
ordering national priorities” from its present
status as a near-cliche to a toplc marked by
meaningful and disciplined discussion, we
will consider our efforts a success.

DEVELOPING COUNTERBUDGET

The task of constructing an entire federal
budget is admittedly not an easy one, but it
is certainly within the capabilities of a public
interest organization representing concerned
citizens.

We began with a vislon of America as we
would like it to be and a belief that public
policy must play an important role in trans-
lating that vision into reality, We then
framed six broad public policy goals for
the next five years. These goals, approved by
the National Urban Coalition Steering Com-
mittee, called upon the Federal Government
to:

Achieve full employment with a high level
of economic growth and reasonable price
stability;

Provide all citizens with an equal opportu-
nity to participate in American society and
in the shaping of governmental declsions af-
fecting their lives;
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Guarantee that no American will go with-
out the basic necessities: food, shelter, health
care, a healthy environment, personal safety,
and an adequate income;

Rectify the imbalance in revenues be-
tween the federal government and state-and-
local government;

Assure adequate national security against
military threats from abroad;

Meet our obligations to assist in the
economic development of the world’s lesser
developed nations.

Next we considered how the federal gov-
ernment could move towards meeting these
six goals during 1972-1976. Staff and con-
sultants prepared resource papers in every
major area of federal activity (education,
crime, housing, and so forth), In these papers
we attempted to ascertaln the distance be-
tween present conditions and our goals by
setting forth estimates of guantitative and
qualitative needs In each area. Alternative
policles and programs to move us closer to
our goals then were suggested and their costs
projected. Finally, we recommended specific
policles and programs from among these
alternatives.

However, the total costs of all our preferred
alternatives far exceeded preliminary esti-
mates of available revenues, even after in-
cluding additional revenues from reform
designed to make the tax system more equit-
able. This meant difficult cholces would have
to be made, cholces that are the very essence
of setting priorities.

The first choice we confronted was how
to divide America’s resources between the
public and private sector. Since the amount
of desirable outlays exceeded avallable rev-
enues, one possible solutlon was to increase
the amount of available revenues through
ralsing taxes. This decision was a difficult
one, for it involved choosing between the por-
tion of our public needs we wished to meet
and the level of taxes we were willing to pay.
Almost everyone would like to maximize the
former and minimize the latter, but that
combination is not logically possible. We
chose to recommend increasing the amount
of revenues available in order to meet a high-
er portion of our public needs than are
now being met. But we were not willing to
raise taxes to the staggering level necessary
to allow us to make the public outlays we
felt were desirable.

After projecting how much revenue would
be available each year under recommended
changes in federal tax structures and rates,
we were able to calculate a target level for
budget outlays for each year. This level was
based on the full employment surplus con-
cept—outlays were set equal to slightly less
than the amount of revenue the federal
government could be expected to collect if
the economy were operating at full employ-
ment.

We then had to make another set of ex-
cruciating choices. Faced with a scarcity of
resources, we had to decide what set of de-
sirable outlays was most desirable.

The criteria for our cholices should be
meade quite explicit. We chose the set of
budget outlays which, in our judgment,
would move America farthest towards our
vision of what it should be, and, specifically,
towards our six broad policy goals. This cri-
terlon compelled us to allocate federal dol-
lars to programs based on what they could
accomplish. We rejected the tendency to look
solely at the amount of money spent on
an activity as an indicator of accomplish-
ment. Instead, we focused on comparing the
expected gains to American society resulting
from spending scarce federal resources for
various purposes. We tried to allocate funds
for those programs which promised the
largest benefits per dollar invested.

Comparing the benefits to be gailned from
spending scarce resources for varlous pur-
poses, we eventually arrived at our target
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level of expenditures by eliminating those
outlays which we expected would move us
the least distance towards our goals.

Hundreds of people—including our own
Steerng Committee members, academic ex-
perts, and former governmental officials—
participated at various points in this
priority-setting process. Meetings were held
with leaders representing business, labor,
local governments, Blacks, Mexican-
Americans, American Indians, white ethnics,
religion, education, youth, women, local Ur-
ban Coalitions, and soclal welfare organiza-
tions. The recommendations in this final
Report reflect consideration of the diversity
of views and points of consensus which
emerged from these discussions.

Finally, we sent the entire budget to in-
dependent consultants who assessed its prob-
able impact on the national economy and
on labor markets. Dr. Otto Eckstein, former
member of the Council of Economic Advisors
analyzed the overall economic impact of our
proposals, and Dr. James Scoville of the
Institute of Labor and Industrial Relations
at the University of Illinois examined man-
power impact issues. Their conclusions are
presented in Chapter 21 and 22 respectively.

SUMMARY OF RECOMMENDATIONS

The result of this extended perlod of dis-
cussion and deliberation was a set of priority
choices for best utilizing 1imited national re-
sources to achieve our six major goals. The
budget recommendations?® described in the
following pages and In Table 1:2 reflect
these cholces.

Program Priorities: Our first priority
should be to assure that every American
possesses the basic necessities of life. People
usually lack these necessities because they
lack the income to purchase them, Outlays
for programs which put more money directly
into people’s pockets without first filtering
funds through a large bureaucracy will pro-
duce immediate benefits and move us well
along toward the achievement of one of our
basic goals. In some cases, even people with
moderate incomes may be unable to purchase
necessities because resources are in short
supply or are poorly distributed. Housing
and health-care are areas in which this fre-
quently occurs. Accordingly, outlays for in-
creases in housing and in the supply of
trained health personnel also promise large
social returns for each tax dollar Invested.

Therefore, it is in these human develop-
ment programs that we recommended the
largest absolute increases in budget outlays.
We propose that health expenditures rise
by $51.6 billion between 1971 and 1976. Most
of this increase is simply the product of fun-
neling current private payments for health
services through a new government National
Health Insurance trust fund, though im-
portant programs concerned with the supply
and distribution of health resources also are
included in the total. SBocla] insurance ex-
penditures—primarily Old Age Survivors and
Disability Insurance (Soclal Security) and
unemployment insurance—are recommended
to Increase $35.6 billion.

Recommended outlays for income support
would rise by $28.7 billlon and would end
poverty, as officially defined, in America by
1875. Although income support programs can
provide either cash or in-kind (food stamps,
soclal services, etc.) assistance, we strongly
prefer the former since cash assistance al-
lows families the freedom and responsibility
to allocate their resources according to their
personal priorities. As a result, we recom-
mend phasing out the food stamp program
once all Americans are assured a non-poverty
income.

Our recommended outlays for these new
and revised programs, together with proposed
changes in the federal income tax and social
security payroll tax, would have a significant
impact on income distribution in America.
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TABLE 1:1.—SELECTED EXAMPLES OF CHANGES IN 1876
DISPOSABLE INCOME?

|Families of 4; current dollars]

Disposable income
under recom-
mended changes

Change in dispos-

Disposable income C
able income

under present laws

1 Includes changes in income maintenance programs, Federal
income tax, social security tax, and special tax on individuals to
finance Nalional Health Insurance. Does not include value of
in-kind income such as health care, food stamps, housing sub-
sidies, or day care subsidies. Since health care would be provided
free under NHI, none of the disposable income would have to
ke spent for health purposes. Does not include changes we hope
to induce in State and local tax systems (the table assumes State
and local taxes are maintained at present rates and structures).

Education outlays increase by $11.1 billlon.
We believe the federal government’s principal
role in early, elementary, and secondary edu-
cation must be to assure that every student
leaving the public school system possesses
the information and skills to participate
successfully in the economy. It is both easier
and less expensive to provide these skills to
students already Iin school than to older
youths and adults who have fallen into the
pool of the unskilled jobless. Accordingly,
our recommended outlays for education em-
phasize the Iincreased avallability of pre-
school training, elementary programs aimed
at achieving high performance levels in
reading and mathematics, and career prepa-
ration and placement programs in all of the
nation's secondary schools.

Traditional manpower programs, which
have concentrated on training unskilled
youth have not proved very successful at
preparing participants for work; we have
chosen to shift our efforts for dealing with
this challenge to the education system, The
outlays we do recommend for manpower
training programs are primarily for upgrad-
ing the skills of presently employed workers,
unemployed adults, and women re-entering
the labor market. Total recommended out-
lays for manpower training programs remain
nearly stable.

Our budget also recommends significant
increases in spending for social and physical
development. New programs would provide
$9.6 billion in direct fiscal relief for states
and localities, while metropolitan develop-
ment outlays would increase by more than §6
billion. States and localities will and should
continue to provide the essential day to day
services—police and fire protection, educa-
tion, sanitation, transportation, and many
others. Needs in these areas are, of course,
much greater than the assistance we recom-
mend, States and localities properly should
be expected to bear the major share of the
burden of raising revenues to pay for these
services. Our primary reason for recommend-
ing increased federal outlays for these pur-
poses is to provide states and localities with
a better capacity for providing quality serv-
ices to their residents. At the present time
many states and localities lack that capacity
due to poorly trained personnel, inequitable
tax systems, and inefficlent government
organization. We have tried to tie incentives
for improving the capabllities of these juris-
dictions to our proposals for increased fed-
eral assistance. As a part of a fiscal relief
strategy designed to improve the quality
of services, we have recommended the estab-
lishment of a $4.5 billion public service em-
ployment program to allow states and
localities to provide needed services they are
presently unable to pay for. Altogether direct
federal assistance to states and localities
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would rise from their 1971 level of §30 billion
to $62 billion in 1976.

Outlays for certain other purposes that
constitute a high priority do not increase by
large absolute amounts. This is either be-
cause present expenditures are low and it
takes time to “gear up" or because benefits
would be slight from additional outlays
above the healthy increases we recommend.
For example, recommended spending for law
enforcement and criminal justice increases
by 310 per cent—a higher percentage in-
crease than for any other purpose. Yet, the
absolute increase in expenditures is less than
$3 billion. Foreign economlic assistance is
another example. Assisting in the economic
development of the world’s lesser developed
nations is one of our six goals and we do
recommend increasing outlays by $4.5 bil-
lion ahove the current $3.0 billion level. Yet,
we still fall short of providing the 0.7 per
cent of GNP official ald recommended as &
goal by the World Bank's Commission on
International Development because we do
not feel aid dispensing institutions can pro-
ductively absorb more.

Setting priorities forces us to decide spend-
ing in some areas is less important than in
others. Although the needs in the area of
environment protection and restoration are
indisputable, we concluded that it was rela-
tively more important to direct resources in
the next five years towards ending poverty,
reforming education, and improving the ca-
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pabilities of states and localities to provide
quality services. As a result we recommend
that outlays for environment and natural
resource programs increase by only $1.8 bil-
lion—53 percent above present levels. Even
so, federal support for pollution control ef-
forts would triple—from 0.7 billion to 82.1
billion—between 1971 and 1976. With pro-
grams funded at this level we hope to pre-
vent further deterioration of the environ-
ment and to set up the structure for dealing
comprehensively with pollution after 19786,

Outlays for transportation also would re-
main nearly stable, increasing by only 12
per cent—not enough to cover inflation
which will be about 16¢ per cent between
1971 and 1976, Within transportation, we
recommend shifting $1.8 billion from high-
way programs to mass transit where these
tax dollars would yield much higher public
benefits. We already have a superb highway
system, while nearly every one of our urban
transit systems is in desperate need of ex-
pansion and refurbishment,

The amount we spend on rural develop-
ment and agriculture is a reflection of our
previous lack of ability to change priorities
as clrcumstances change. A substantial por-
tion of the $6 billion we spend in this area
supports obsolete and wasteful programs,
American soclety would benefit if some out-
lays for these programs were redirected to
other purposes. We suggest the price support

TABLE 1:2—SUMMARY OF BUDGET QUTLAYS
[In millions of dollars]
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component of agricultural subsidies be elim-
inated and replaced by our income support
program. Total spending for agricultural pro-
grams should decrease while spending for
rural industrial development should rise. The
net result would be a small real dollar de-
crease in total spending for rural develop-
ment and agriculture.

The largest recommended reduction in out-
lays is for national defense and military as-
sistance—a cut of $24 blllion from the
present level of $74.5 billion to $50.4 billion
in 1976. This recommended cutback is based
on a careful assessment of U.S. international
interests and the potential military threats
posed by other nations to our security. As-
suring adequate national security against
military threats from abroad is one of our
six basic goals and second to none in terms
of importance.

The critical question is what level of ex-
penditures is required to provide adequate
national security. A close scrutiny of the
present Pentagon budget reveals a number of
programs that elther contribute little to our
national strength or actually reduce our
safety by fueling a continuation of the arms
race. The total strength and security of our
soclety would be increased by reallocating the
$24 billion in military funds for such pro-
grams to domestic public uses where the
American taxpayer will receive more for his
money.

Administration

Urban coalition recommendations

Estimated
1971

1973 1974

I-)lean developmenil’
Eco'r'mmlc conversion_ .
Social insurance...
Income support.

3 e B
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Social and physical development:
Fiscal relief for States and localitiest
Metropolitan development

B
Transportation
Environment and natural resources____
Family planning and population growth_ _
Rural development and agricudture_ _____
Research and development 2

Subtotal________._.._.
Society under law:

Law enforcement and criminal justice
Equal opportunity

6,293
1,906
61, 088
20, 357
24,335
12,334

126, 313

6,995
6,456
2,473
7,645
4,352

506

5,816
6, 265

SN gm0 0900 00
o
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40, 508 43,537

{:nnsumerprotm:hon....._____.___________.___.________,,________._.______.

Subtotal
International affairs:
National defense and military assistance.____.
Foreign economic assistance

Sublotal. .o .ol

2,272
228
158

2,942
257
180

2,658 3,319

60, 240

50,335

48, 550
4,760 5

5,410

69, 740 55, 095 53, 960

19, 687 23,900
—230 -130

327 300 330

6,771 7,329

26, 555 31,429
—1,978 —=3,711
—2, 461 —2, 880
—5,310 —17,557

230,824 301,377

Du Dl:r,aha ns

Interest recswed hy lru st fu nds

212,755 242,428 327,827 353, 485

1 The fiscal relief headin§ includes a proposed nemh[ﬁmm of general aid to elementary and

¢ Other Government activities for 1971 determined as the residual factor after all specifically
analyzed programs were accounted for. This fi gure then was used as a base and adjusted in sub-

sequent years by the follow index rice and ulation (as a proxy fo
workload) grnwt;’n = ot ol b

secondary education, with lunding hegmmnF at 31, 000 in 1972 and building to $4,000,-
000,000 by 1976. These funds would entirely serve educational purposes even though a major
motive for proposln% the nrus:arn is the need for fiscal relief to States and localities. For further
discussion, see chs.

2 Includes NASA, AEC and basic research activities supported by the National Science Founda-
tion. Other R. & D. activities are included in the various functional area budgets.

2 The decline in recommended Federal outlays for support of the U.S. Postal Service reflects
an assumed implementation of the President’s Commission on Postal Organization recommenda-
tion that postal subsidies (free and reduced rate mail and other public service costs) be limited
to 3 percent of total postal revenue requirements.
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Although our budgets call for more federal
outlays in nearly all areas of domestic
affairs, we do not intend simply to increase
funding for existing programs. Throughout
the Report we recommend new programs, re-
forms in existing programs and, In some
cases, elimination of existing programs.

By 1976 our budget reflects significant
expenditures for new programs such as:

National Health Insurance;

Public service employment;

Cash assistance for the poor and near poor
(replacing the present welfare system);

Pre-school education;

General aild to elementary and secondary
education;

Elementary and secondary education
grants for meeting minimum federal read-
ing and mathematics objectives;

A career preparation program tied to sec-
ondary schools;

A higher education loan program with re-
payment tied to a percentage of future
income;

Grants for upgrading local police depart-
ment personnel;

A discharge fee system to curb pollution;

A long term whole farm land retirement
program (to replace the present agricultural
subsidy programs) ;

A serles of programs designed to produce
reform In the tax systems and structure of
states and localities.

Our 1978 budget also Includes expenditures
for programs in which we recommend major
reforms—and, in many cases, increased ex-
penditures. These Include:

Social SBecurity and unemployment Insur-
ance

Food stamps

Soclal services

Model citles
Manpower tralning
Consumer protection

The 67 per cent increase in total federal
outlays we recommend between 1971-1976
includes major shifts in the portions of the
federal budget spent for various purposes.
Health, which in 1971 accounted for only 8.1
per cent of federal outlays would account for
19.56 per cent in 1976; Income support would
increase from 5.3 per cent to 11.3 per cent.
National defense and military assistance out-
lays, on the other hand, would fall from 35.0
per cent of total federal outlays to 14.3 per
cent in 1976.

TABLE 1:3.—SHARE OF FEDERAL OUTLAYS
[In percent]

Employment and r
Economic conversion
Social insurance._ .
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Equal opportunity.
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REVENTUES AND ECONOMIC POLICY

Our budget proposes that federal outlays
rise from their 1971 total of $212.8 billion to
$353.56 billion in 1976—an increase of nearly
$141 billion. This increase will be possible
only if additional revenues are collected by
implementing new tax measures and pro-
ducing a healthy rate of economic growth—
both of which will require an active federal
role.

Restoration of full employment represents
the first step towards putting the national
economy back on a sound footing. The fed-
eral government can contribute greatly to
the attainment of this objective by stimulat-
ing economic growth through the enactment
of sizeable budget deficits in 1972 and 19733
Creation and support of a large public service
employment program is another federal ac-
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tion that would serve to reduce the jobless
rate and increase economic activity. In addi-
tion, a monetary policy that will assure the
liguidity necessary for such an expansionary
fiscal policy is essential. Reducing unemploy-
ment from its present 6 per cent level to the
full-employment standard of less than 4 per
cent will require a real growth rate of more
than 5 per cent a year between now and
1974 with a rate of at least 4 per cent in the
years thereafter, If such expansionary fiscal
and monetary policles are to be pursued
without engendering a runaway inflation, the
federal government will have to resort to
much stronger measures to prevent excessive
price and wage increases than those being
used today. The first step ought to be the
full application of the great power of the
office of the President on uncooperative cor-
porations and labor unions. If suasion proves
inadequate, serious consideration should ke
given to adoption of formal price-wage guide-
lines or—as & last resort—price and wage
controls.

Rapid economic growth without excessive
inflation also will serve as a major source of
the additional tax revenues so sorely needed
at all levels of government. Financing our
recommended programs will take about 8159
billion in new federal revenues over the next
five years—the difference between estimated
1971 federal revenues of $194 billion and re-
quired 1976 revenues of $353 billlon. We esti-
mate ® that the rate of economic growth re-
quired to restore full-employment will pro-
duce 800 billion in new federal tax revenues,
This fiscal dividend of $90 billlon will ac-
count for 556 per cent of the $159 billion in
total new federal revenue needed.

1971

1972

1973 1974 1975 1976

GNP-.

GNP price deflation..
Consumer Price Inde
Unemployment rate.

1
11
12

4
6.
I,
a.

These projections suggest then that 1976
federal revenues under existing tax laws will
amount to $284 billion. Since our 1976 budget
outlays are nearly $70 billion greater than
these expected resources, it is clear that ad-
ditional revenues will be necessary to finance
our recommended outlays.” These revenues
will have to be raised through taxation.

We have recommended changes in the so-
clal security and unemployment insurance
payroll taxes, a new tax on individual incomes
and corporate payrolls which will finance a
significant portion of National Health In-
surance, and increased rellance on user
charges, particularly for certain transporta-
tion purposes. The total additional revenue
from these tax changes would amount to
slightly more than $44 billlon—still $24 bil-
Hon less than would be needed to pay for the

Footnotes at end of article.

TABLE 1:4,—THE BUDGET AT A GLANCE!

recommended $353.56 billion in outlays we
propose.

We recommend reforms in federal estate
and gift taxes and individual and corporate
income taxes primarily to make these taxes
more equitable. These reforms would yleld
nearly $6 billlon more annually in taxes.

Despite all these increased ylelds, federal
revenues in 1976 would still fall about $18
billion short of total outlays in our budget,
Therefore, we urge adoption of a 10 per cent
surtax on individual income and corporate
profits to make up this deficit. However, we
recommend that this surtax be instituted
only after the economy has returned to full
employment and only after we have achieved
tax reform designed to make our tax system
more egquitable.

These spending and revenue recommenda-
tions would produce the following budget
patterns:

Administration

Proposed

Urban coalition recommendations

Estimated
1971 1972 1972 1973 1974 1975 1976

194, 193
212,755

217, 593

213, 600 241,900 03, 500
229,232

; 3 328, 100 353, 505
230, 824 242,428 301,377

327,827 353,480

Revalpls: o oo
Outlays. - o eee o
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(18,567) (11,639)

(17,124)

(528) 2,123 273 15

1 Budget outlays on the unified budget basis employed here do not include tax expenditures—selective reductions in tax liabilities designed to achieve particular social and economic objectives.
Tax expenditures Ilal\rejilha same fiscal impact as a direct increase in budFel outlays. Examples of tax expenditures include deductions for mortgage interest on owner-occupied homes, medical expenses,

and charitable contributions, the

THE SCOPE OF CHANGE

Our proposed budgets hardly portend revo-
lutionary changes. Under our recommenda-
tions, the public sector would receive a
higher portion of America’s total economic
resources, but still not as high a portion as in

ption of interest on State and loca

most Western European countries. Federal
government spending, which has remained
8 virtually constant 20 per cent of GNP since
1850, would Increase under our recommenda-
tions to 23.7 per cent of GNP in 1976.
Similarly the new programs we propose, al-

debt, and the exclusion of interest on life insurance policies. Tax expenditures for all purposes totaled $47,200,000,000 in 1969,

though innovative, can hardly be considered
radical. Most are already seriously and widely
discussed as public policy alternatives; many
have long been law in Western European
democracies.

In fact, we have been criticized by some
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people for our lack of daring and far-
sightedness. Our only defense is that we con-
sclously worked within a five-year frame-
work: our budgets are for 1872-1976 and not
for the year 2000. Much of what we hope will
be accomplished by the latter year simply
cannot be accomplished by 1976 because of
economic, manpower, and time constraints.

Despite the significant increase we pro-
pose in the federal budget, our recommenda-
tions do not imply a burgeoning federal bu-
reaucracy of a great increase In federal power
at the expense of states and localities.

Most of the higher cost new programs
recommended require little administrative
effort other than determination of eligibil-
ity—which can be accomplished through
recourse to existing Soclal Security or Inter-
nal Revenue records which are highly mech-
anized. Many of the recommended federal
programs providing aid to states and locali-
ties are designed to strengthen the capabili-
ties of those jurisdictions to cope with their
own problems.

Nor are we laboring under any illusions
that more spending, in itself, will allow us
to accomplish our goals. More federal spend-
ing—viewed as an Investment which will
provide widespread benefit to the American
people—clearly is necessary. The social costs
of not making this investment would be far
higher than the actual expenditures we rec-
ommend. But it is true that money alone
can not assure we reach our goals. Reform
is needed at all levels of government.

On the federal level, the amount of red
tape required of applicants for federal aild
must be greatly reduced. The Interest of the
consumer and of the public must be built
into the federal decision-making process to
counterbalance the special interests that
have too often dominated in the past.
Finally, the federal government must de-
velop its capacity to evaluate, with maxi-
mum candor, the efficacy of its own programs.
All too often, federal programs have an im-
pact far removed from original intent. Un-
til we are able to evaluate our efforts, a truly
rational formulation of public policy will be
impossible, even by men of the best will

State and local governments must be far
more responsive to the needs of their citl-
zens than they have been in the past. More
and better planning will be necessary 1f these
jurisdictions are to make effective use of in-
creased federal funds. So will cooperation
among adjoining metropolitan jurisdictions,
since so many physical and social problems
span legal borders. In particular, suburban
jurisdictions must contribute to the solu-
tion of problems in the central cities; they
must be prevented from Iintensifying the
city’s problems by maintaining segregated
schools and housing. All of these develop-
ments should be encouraged by incentives
and/or requirements that are tied to re-
ceipt of federal funds.

PFinally, a word about commitment. No one
doubts that we possess the resources and
knowledge to reach our goals. What we have
lacked in the past has been the will. William
James once defined courage as *'the capacity
to will effectively.” This is the capacity we
must summon. If we do, we can find again
the reserves of vitality that can lead us to
the attainment of our ideals as a nation—
whether they be in this set of national pri-
orities or in one that the reader may wish
to devise for himself.

FOOTNOTES

1 Years are federal Fiscal Years unless other-
wise stated.

2 Charles Schultze, Setting National Priori-
ties, The 1971 Budget, Washington, D.C.
Brookings Institution, 1870, p. vil.

3 All dollar figures are ‘“current"—l.e.,
adjusted for inflation—rather than “real”.
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Thus since we project inflation as measured
by the consumer price index, will be 21% be-
tween 1971-1976, £121 billion in 1976 would
purchase the same amount of goods and
services that $100 billlon can purchase in
1971.

¢ As measured by the GNP deflator; the con-
sumer price index can be expected to rise by
21%.

50ur recommended budget expenditure
levels are set at the full employment surplus
level, the level of revenues which would be
produced if the economy was at full employ-
ment. For 1974-1976, when we assume that
full employment will be achieved, our pro-
posed budgets show very slight surpluses of
revenues over outlays. In 1972 and 1973,
actual deficits are recommended because full
employment will not have been achieved.

®We base our revenue projections on the
following key economic assumptions:

* Nearly $115 billlon of our proposed out-
lays in 1976 will be financed from revenues
raised through trust funds such as unem-
ployment insurance, social security, and a
significant portion of health insurance out-
lays. This is an increase of 55 billion over
similar 1971 outlays. As a result, while total
outlays would increase by $140 billion, out-
lays from general revenues and other federal
funds would increase by only $85 billlon—
from $153.5 billion to $238.5 billion.

COUNTERBUDGET: A BLUEPRINT
FOR CHANGING NATIONAL PRIOR~
ITIES 1971-T16—CHAPTER 2

HON. JAMES G. 0’HARA

OF MICHIGAN
IN THE HOUSE OF REPRESENTATIVES
Thursday, May 20, 1971

Mr. O'HARA. Mr. Speaker, I include
chapter 2 of the National Urban Coali-
tion’s “Counterbudget: A Blueprint for
Changing National Priorities 1971-76" in
the RECORD:

CHAPTER 2. EMPLOYMENT AND MANPOWER

Nearly 25 years ago, America pledged itself
to full employment . . . The pledge under-
taken in 1946 remains a promise rather than
a reality . . . we can reduce unemployment,
in the long run, far below the figure of 3.8
per cent termed ‘full’ employment . . . while
still retaining stable prices.

There is no more sharply meaningful na-
tional economic indicator than the rate of
unemployment. The production of the Amer-
ican worker and the purchasing power of the
paycheck he or she brings home are the
energy poles of the American economic dy-
namo. When a worker is laid off not only is
his production lost—his purchases are cur-
tailed, his credit is cut off, and his savings
are drained. The dynamo loses a bit of its
energy.

Each increase of 0.1 per cent in the rate of
unemployment translates to 86,000 men and
women made idle. The economic cost of their
enforced idleness is enormous, but the
damage in terms of personal lives—the effects
of unemployment on individuals, families,
and communities—should be of egqual con-
cern in making the governmental choices
which affect the level of employment in the
nation.

Recognizing the debilitating impact of
unemployment, America nearly 25 years ago
pledged itself to full employment. The Em-
ployment Act of 1946 declared that the fed-
eral government has the responsibility for
creating and maintaining “conditions under
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which there will be afforded useful employ-
ment opportunities, including self-employ-
ment, for those able, willing and seeking to
work, and to promote maximum employment,
production, and purchasing power.”

In December 1970, however, the unem-
ployment rate exceeded six per cent, a figure
far beyond any definition of “full employ-
ment.” The unemployment rate is much
higher for youth and much higher still for
black youth.! The pledge undertaken in 1948
remains a promise rather than a reallty. The
goal of public policy has already been de-
clared, but we have not yet taken the neces-
sary steps towards fulfilling it.

The first step towards full employment is
to improve the performance of the American
economy. If the economy is operating at or
near full capacity, unemployment will be
low. Therefore, maximum utilization of
America’s prodigious productive capacity
together with maintenance of a healthly rate
of economic growth (in excess of 4 per cent
over the long-term) should be the primary
goals of national economiec policy.

A high level of aggregate demand (total
demand for goods and services) in the econ-
omy will ensure the avallability of jobs. But
historically, high levels of demand and un-
employment rates below 4 percent have been
accompanied by price instabllity.

This assoclation of events has glven rise
to the assumption that an unemployment
rate near 4 per cent represents ‘“full em-
ployment” and that attempts to reduce the
unemployment rate further will have an
inflationary effect on wages and prices, since
all workers who possess useful skills will al-
ready be fully employed. However, manpow=
er specialists are aware that the rate of
unemployment we call full employment (the
President’s 1970 Economic Report assumes a
3.8 per cent unemployment rate as the “full
employment’ indicator) is not the best we
can achieve but reflects correctable defects in
the labor market, Acceptance of a 4 per cent
rate of unemployment represents a loss to
the nation of the productivity and purchas-
ing power of millions of workers. These
“structural” deficiencies include:

A mismateh of skills between job seekers
and avallable jobs;

Inadequate mobility in the labor market
which makes it difficult to match job seekers
with available jobs within thelir skill range;

Racial, sexual, and religlious discrimination
in the labor market.

By successfully attacking these structural
problems and by achieving high levels of
productivity increase, we should be able to
reduce unemployment, in the long run, far
below 3.8 percent while still retaining stable
prices (less than a 3 percent increase yearly).
However, in the short run, there will con-
tinue to be problems in achieving simul-
taneously high levels of employment and
price stability. There are several alternative
policies to cope with this short-run dilemma:

A, Decrease aggregate demand (through
monetary and fiscal policles) and accept
higher levels of unemployment in order to
achleve stable prices.

B. Decrease aggregate demand but expand
public service employment as unemployment
increases, paying for the expanded public
service employment out of increased taxes.

C. Accept higher price levels In order to
avold higher unemployment.

D. Institute short-term guidelines or con-
trols on credit, wages and prices In order

to maintain high employment and stable
prices.
Traditionally America has opted for alter-

1 More than nine per cent for those aged
20-24; 14 percent for Negroes within that age
group.
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native (A), while most Western countries
facing the same dilemma have opted for
alternatives (B), (C), and/or (D). As a re-
sult, except during wartime, America has
not been able to move its unemployment rate
much below 4 percent without “unaccept-
able” price inflation. However, as the exam-
ple of European countries has shown, the
unemployment rate can be pushed much
lower if we are willing to revise our attitude
concerning what constitutes an "‘unaccept-
able” rate of inflation., We strongly recom-
mend that a higher rate of inflation be
accepted in the short-term, if that factor
should prove necessary for the reduction of
unemployment significantly below 4 percent.
The short-term cost of such a policy, is
preferable to the irretrievable social and
human misery brought on by unemployment.
Paul Samuelson, Nobel Prize economics
laureate, has recently declared his conviction
that, however undesirable, we may have to
live with a 4 percent rate of price increase
for the next few years.

If inflation exceeds even this level (4 per-
cent) we recommend that efforts to decrease
aggregate demand not be concentrated solely
in the area of monetary policy. Higher in-
terest rates have an adverse impact on the
average American through the higher cost
of credit, both consumer and mortage.
Raising taxes—particularly after the tax re-
form recommended in Chapter 2I of this
report—would result In decreasing excess
demands for goods and services where such
demands are really excess: at the higher
income levels. In order to avold unemploy-
ment, tax increases to combat inflation
should be accompanied by an expanded pub-
lic service employment program. However, if
fiscal policy is to be effective it must become
more flexible. The President must be given
some power to raise or lower taxes within
specified limits, as the economic conditions
warrant.

Should moderate fiscal and monetary ef-
forts not be sufficient, serious consideration
should be given to short-term selective con-
trols or incentives over credit wages and
prices as a preferable alternative to massive
efforts to cut demand. There is a variety of
possible policles: “jawboning”, guidelines,
creation of a wage-price review commission,
and direct governmental controls. Any one or
some combination of these incentives or con-
trols might prove a greatly desirable alterna-
tive to high unemployment and sluggish
growth.

Indeed, the American economy must
achieve still higher growth rates to absorb
the expected rapld increase in the civilian
labor force., Growth in the labor force—
which we estimate will easlly exceed ten mil-
lion people between now and 1976*—will
occur because:

The number of Americans eligible to enter
the labor force will increase by 15 million
between 1970-1976.

2 Unless otherwise indicated, each reference
to a year is to the federal fiscal year (F.Y.)
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Military personnel, not counted as part of
the civilian labor force, are being reduced.
In 1971, there were 3,000,000 Americans in
the military, Under our recommendations,
only 2,000,000 people would be serving in the
armed forces in 1976. As a result more Ameri-
cans will enter the civillan labor force.
(Measures to help ex-military and military-
related workers to enter peacetime jobs are
discussed in Chapter 3.)

A higher percentage of women can be ex-
pected to enter the labor force due to chang-
ing perceptions of the role of women in our
society, greater provisions for child care, and
the gradual breakdown of sexual discrimina-
tion in the labor market. In 1969 approxi-
mately 43 per cent of American women were
in the labor force compared to 33 per cent
in 1949.

As opportunity for employment increases,
“discouraged workers"” will enter or re-enter
the labor force, According to 1970 Labor De-
partment estimates, nearly 700,000 people
were not in the labor force because they felt
they would not be able to get a job. These
people are not counted as unemployed. If
they were, the December 1970, unemploy-
ment rate (seasonally adjusted) would have
been 6.8 per cent, rather than 6.2 per cent.

In addition to a substantial increase in
the labor force, America will be absorbing
the uncertain impact of advancing tech-
nology and automation, It is clear we will
be able to produce more goods with fewer
workers. Some economists have predicted a
permanent employment crisis with machines
replacing men as the major productive re-
source, Such a crisis has not proved as im-
minent as earlier proponents of this thesis
once argued. But the possibility 1s nonethe-
less real and threatens most basic assump-
tions of manpower planning, including a
fundamental value of American soclety—the
“work ethic.”

Work has long been viewed as a normal
condition of life for American men; it is
increasingly becoming so for women. Indeed
the lack of employment on the part of an
able-bodled male adult has been viewed
traditionally as a sure sign of moral un-
worthiness. At the same time human labor
was and is necessary to produce the goods
America desires. But if the technology of
the future enables us to continue increasing
production while employing a relatively
smaller portion of the labor force, would
work still be considered desirable for moral
reasons?

Some economic philosophers, such as Rob-
ert Theobald, suggest that we must abandon
our adherence to the work ethic and accept
lelsure rather than work as the normal and
desired condition of most Americans. There
are public policy choices which would hasten
movement towards this kind of soclety. Ex-
amples of such policles include the setting
of a very high minimum wage or a very high
level of guaranteed Iincome; elther would
tend to encourage substitution of capital for
labor in the production process.

However, many other observers insist that
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the work ethic continues to be wvalid and
neither can nor should be changed. In their
view, work should be the normal condition
for most Americans and public policy choices
should ensure that widespread unemploy=-
ment does not result from advancing tech-
nology and increasing productivity. Policy
choices which would enhance this kind of
soclety include devices permitting more peo-
ple to be employed for shorter perlods of
time (shorter work weeks, longer vacations,
ete.) or a conscious acceptance of less pro-
ductivity and efficiency in order to keep more
Americans employed.

These are fundamental cholces—the path
taken will shape America's future. Clearly,
however, within the next five years—our time
framework—attitudinal changes are likely to
be incremental rather than basic. During
that time, the work ethic will not disappear
and full employment will remain a primary
Amerlcan value and goal. Although the im-
pact of technology during that immediate
period is uncertain, we can say with confi-
dence that the trend towards more jobs in
services and human relations will continue
and accelerate. This will occur partly because
goods-producing jobs are more easily auto-
mated and partly because rising income and
education have created a greater demand for
services, both in the private and public
sectors.

PUBLIC SERVICE EMPLOYMENT

In order to avold a serlous long-term un-
employment problem, jobs must be created
and skills developed In sectors which will
grow as a result of these changing demand
patterns.

In the private sector, jobs will be created
as a matter of course in response to consumer
demands as long as a healthy growth rate
is maintalned. The public sector, however,
does not respond as directly to changes in
demand. Nevertheless, it Is in the public
sector where much of the increased demand
for services exists.

It is difficult to project precisely the total
national scope of need. The National Com-
mission on Technology, Automation, and
Economic Progress has estimated that the
public sector as a whole could productively
absorb several million additional employees,
mostly In jobs which are needed, but do not
now formally exist. These jobs are not being
done because, unlike the private sector where
the cost of labor is paid for by selling prod-
ucts, public employee wages must be pald
from extremely scarce tax revenues.

In a 1968 sample survey taken for the
National Urban Coalition, mayors of 34 cities
of over 100,000 population listed the numbers
of additional workers they then needed to
carry out necessary municipal services but
could not hire chiefly due to lack of revenues.
Their response indicated that the nation’s
130 cities over 100,000 population had an
immediate need for more than 140,000 new
employees in 13 categories of municipal serv-
ices ranging from education to police. The
needs of these citles have undoubtedly in-
creased since 1968.

TABLE 2:1.— PROJECTION OF ADDITIONAL NONPROFESSIONAL PUBLIC SERVICE JOB POSSIBILITIES IN 130 CITIES WITH POPULATION OF 100,000 OR MORE, BY POPULATION

SIZE, 1968

Population size

100, 000-
250, 000
(80 cities)

Total (130

Function or program cities)

750, 000
or mare
(10 cities)

250, 000—
750,

(40 cities) Function or program

Population size
250, 000
750, 000
(40 cities)

100, 000-
250, 000
(80 cities)

750,000
or more
(10 cities)

Total (130
cities)

141, 144

44,920

40, 580 55, 644

General administration..
Health and hospitals. ...
Highway and/or traffic._....
Housing codes and inspection

568

Fipe: i ogoaniiis
Recreation and parks_
ing Model Cities

Sanitation
Waltars-.- o=~

Urban renewal (or rehabilitation), i

1,176 908

2,360 3,916 5,340
2,720 1,648 1,022
5, 696 2,900 5,763

5,304 1,104 1,392
2,816 1,868 2,850
544 2,428 15, 525

1,075

800
7,534
18, 497

Note: Based on replies of 34 cities. Excludes answers to “‘other’’ categories.

Source: Harold Sheppard, The Nature of the Job Problem and the Role of New Public Service

Employment, January 1969, the W. E. Upjohn Institute for Employment Research, p. 25.
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Very limited public service employment
programs already exist, but the federal gov-
ernment does not now provide salary support
for participants. The lack of salary support
greatly limits the potential usefulness of
these, programs. We recommend that the
federal government provide state and local
governments and non-profit public service
organizations with a grant of $4500 yearly
for each job created. The recipient jurisdic-
tion woud be required to match that grant
with at least a $1000 contribution of its own.
The grant would primarily apply towards
salary and initial training costs, but could
also be applied towards administrative cost.
The employee would receive at least the na-
tional minimum wage or the prevailing mini-
mum wage in the area, whichever is higher.

The federal government would specify the
categories of jobs for which grants could be
used. Eligible categories would include both
paraprofessionals and professionals iIn
health, law enforcement, education, environ-
mental control, etec. In order to qualify for
grants, recipient governments or organiza-
tions would have to ensure that the created
jobs provide entry level employees with op-
portunities for advancement.

We estimate that state and local govern-
ments could absorb 250,000 public service
jobs during 1872 and an additional 350,000
the following year. By 1976, a total of one
million public services jobs should be
created by the recommended program; the
number could be further expanded if un-
employment rises occurred. Total employ-
ment would increase by more than the num-
ber of public service jobs created since these
new jobs would likely be held by individuals
who tend to consume a relatively high por-
tion of their incomes, thereby boosting ag-
gregate demand.

The precise impact on the unemployment
rate of this recommended public service em-
ployment program is difficult to assess be-
cause It is unclear how many of the newly
created jobs would go to the unemployed
and how many to those just entering the
labor force. However, we estimate the un-
employment rate would be reduced to 4.0 per
cent in 1973 and to 3.5 per cent or below
thereafter. This would mark the best non-
wartime national performance in forty years.
Federal outlays for this public service em-
ployment program would amount to $1.1
billion in 1972, and $4.5 billion in 1976. How=-
ever, these outlays would be partially offset
by increased taxes paid by the workers enter-
ing the public service jobs.

IMPROVING STRUCTURAL DEFICIENCIES

Manpower tralning programs are intended
to provide jobs for participants while at the
same time lowering the unemployment rate.
Judged by these criterla, the programs have
been a disappointment. Without changes,
there is no reason to expect lmprovement.

In theory, manpower tralning programs
can reduce unemployment rates that are al-
ready relatively low. By training workers In
areas of skill shortages (l.e., alleviating “bot-
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tleneck” problems) and linking training pro-
grams directly to job openings in these
areas, the total number of people employed
can be increased and the inflationary effects
of labor scarcity reduced. Unfortunately, ef-
forts to train for bottleneck areas have not
shown success in the past; manpower train-
ing probrams during periods of high employ-
ment have not led to jobs. Rather they have
served as income maintenance programs for
participants.

During times of less than full employment,
manpower training programs cannot be ex-
pected, even in theory, to lead directly to
a job or to affect the unemployment rate
significantly. In a tight job market, job
openings requiring relatively low skills are
scarce. In the absence of a job creation pro-
gram and with no change in the national
economy's performance, the only way sig-
nificant numbers of people can become em-
ployed directly as a result of manpower
training programs is if they replace currently
employed workers.

The justification of manpower training
programs during times of less than full em-
ployment is either as a form of Income
maintenance (since they provide living allow-
ances) or as an opportunity for the unem-
ployed to acquire relevant skills so that when
the economy improves they will be In a po-
sition to secure jobs, Particularly as ad-
vancing technology renders many present
skills outmoded, manpower training pro-
grams can play an important role in
upgrading the abilitles of the labor force.

Present manpower training programs have
focused almost totally on the unemployed
and particularly on unemployed youth, These
programs have not by themselves been very
successful. Enrollees are usually very un-
skilled when they enter; when they leave
they are often unable to find employment
utilizing the modest skills they may have
acquired. The recommended public service
employment program (including the training
assoclated with it) would seem much more
appropriate a program for unemployed youth.
Manpower training programs in the future
should concentrate on skill upgrading, par-
ticularly for the underemployed poor and
lower-middle income workers and for labor
force re-entrants.

In 1870, 1,350,000 individuals® were en-
rolled in manpower tralning programs. We
expect this number to rise to nearly 1,900,000
by 1978.

Administration of manpower training must
undergo a great deal of improvement if
these efforts are to be effective. Currently
there is a bewildering patchwork of programs,
many of them with separate delivery sys-
tems. There is almost unanimous agreement
that the various programs should be consoli-
dated and that manpower funds should be
distributed with greater attention to local
need.

s Expressed in man-years. Since the average
period in a program is less than one year,
many more individuals actually participated.

TABLE 2:2—EMPLOYMENT AND MANPOWER
[Outiays, in millions of current dollars]
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We proposed that a portion of federal man-
power funds be set aside for consolidated
manpower grants to cities over 76,000 in pop-
ulation. A city would be eligible for this
grant upon presentation to the federal gov-
ernment of & manpower plan satisfying clear
federal standards. The remalning portion of
federal manpower and training funds would
be gilven to states, upon receipt of a state
manpower plan, for distribution among their
varlous localities under 75,000 population.
A federal distribution formula based on
local unemployment rates, total number of
unemployed, and per capita income would
determine allocation of the funds among
various citles and states.

In order to encourage widespread partici-
pation in manpower training programs, day-
care facilities should be made available to all
enrollees, Indeed, our recommendations on
day care, Chapter 6, would make these
facilities avallable.

Better basic education, more effective at-
tacks on raclal and sexual discrimination,
improved labor market mobility and effective
manpower training programs will all be nec-
essary if we are to achieve high employment
with reasonable price stability. We recom-
mend (Chapter 6) significantly increased
funding for all levels of education, and par-
ticularly for career preparation and contin-
uing education. The civil rights section
(Chapter 16) explicitly outlines adequately
funded programs to achieve an end to racial
and sexual discrimination in employment.

A major barrier to labor moblility is the
ineffectiveness of present job placement serv-
ices. Federal responsibility in this area lles
with the Federal-State Employment Service
system. The ability of this system to respond
to the needs of the unemployed has been
seriously questioned.

An effective job placement system must be
nationwide in scope. The present, largely
state-controlled system is obsolete. Fore-
most among the changes needed is the fed-
eralization of the Employment Service to
permit it to pursue national policy and na-
tional goals. A second basic change would
entall a significant upgrading of Employ-
ment Service personnel through training.
Establishment of some higher salary posi-
tions would attract more qualified persons.
We also recommend intensive research ef-
forts to develop more effective job placement
systems including further development of
computerized job banks. These actions com-
bined with reforms in unemployment insur-
ance (Chapter 4) should make involuntary
unemployment both less difficult financially
and shorter in duration.

We recommend that a relocation allow-
ance be provided as an adjustment benefit
for workers displaced from defense-related
industries during the next two years (Chap-
ter 3). The impact and cost of this program
should be studied to determine if it should
be extended to include other unemployed
workers.

Administration

Urban coalition recommendations

Estimated Proposed

1972

1973 1974

Public service employment 1_._.
loservice mployment ...

Manpower training grants 2_
Vocational rehabilitation 3__
U.S. Employment Service Adm
Research and development_ __

Total

2
2, 930"
703
500
340

6,293

1 Public service includes mainstream and public service careers.

3

3 Vocational rehabilitation i

2 Child care components not included here; they are

I rehabilitation.




May 21, 1971

COUNTERBUDGET: A BLUEPRINT
FOR CHANGING NATIONAL PRI-
ORITIES 1971-76—CHAPTER 3

HON. F. BRADFORD MORSE

OF MASSACHUSETTS
IN THE HOUSE OF REPRESENTATIVES
Thursday, May 20, 1971

Mr. MORSE. Mr. Speaker, I include
chapter 3 of the National Urban Coali-
tion’s “Counterbudget: A Blueprint for
Changing National Priorities 1971-76”
in the RECORD:

CHAPTER 3. EcoNomic CONVERSION

We are already in the midst of a substan-
tial defense cutback, yet unemployed defense
workers receive virtually mo assistance in
their efforts to find employment in an
economy with virtually no growth.

The sharp defense spending cut expected
at the end of the war in Southeast Asia will
produce jarring economic hardship for some
segments of American society. The experi-
ence is hardly new in America. Government
policy changes such as military demobiliza-
tion, closing of military bases, and liberal-
ization of trade agreements all have caused
acute adjustment problems for certain work-
ers, companies, and geographical areas. The
federal government has in the past done little
to alleviate the undesirable side effects of its
policy changes. However, the major shift in
government spending—from overseas de-
struction to building at home—recommended
in this report requires federal action to as-
sure that these side effects do not become
insuperable political obstacles.

We are already faced with major conver-
sion problems as our military involvement
in Southeast Asia—and defense spending
assoclated with it—winds down. These con-
version problems will be intensified by any
further reductions in the defense budget.
We have recommended a real decrease in de-
fense spending of approximately $12 billion
beyond that which is directly attributable
to a decrease of spending in Vietnam.

Defense spending is currently an impor-
tant component of our economy. At the
height of the Vietnam War (1968) more than
10 percent of our national labor force was
employed in defense-related jobs. This per-
centage has already dropped substantially
due to decreased Vietnam spending and is
expected to reach 7.4 percent by the end
of 1971.! Assuming that the additional cuts
in the defense budget we recommend are
made, defense related employment should
fall to about 5.5 percent of the national labor
force by 1973 and well below 5 percent by
1976.

The decrease in defense employment will
occur in three areas: armed forces personnel,
Department of Defense civillan employees,
and employees of defense-related industries
(military hardware producers and their
primary suppliers). After our recommended
cuts, 3.6 million fewer Americans would be
employed in defense jobs by 1873 than in
1968. According to Defense Department esti-
mates, nearly 2.2 million of these jobs will
have disappeared by June 1971.

TABLE 3:1.—DEFENSE RELATED EMPLOYMENT AND
PROJECTIONS

[In millions]

End of fiscal year—
1968 1971 1972 1973

1975

Defense related employment:
Armed Fi a5 3 120
Civil service...__.__... L3 7 2 -9
Industry defense-related_ 5 3 9

3

Tolalcce ot i S 4.8

Footnotes at end of article.
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The resulting unemployment will hit cer-
tain skills, industries, and geographic areas,
Large numbers of highly trained specialists—
engineers, physicists, systems analysts—wlll
lose their jobs, as will even larger numbers
of skilled workers—craftsmen, foremen, and
operatives. The aireraft, ordnance, and com-
munications and electronics industries will
be particularly hard hit. Since these indus-
tries are concentrated in a few geographic
areas, the economy of those areas will also
suffer. Seattle, Los Angeles, San Diego, Ft.
Worth, Bridgeport, and Cambridge-Boston
are already feeling significant stress.

Yet the federal government has no clear
policies to relleve these problems of its own
making. Although we are now in the midst
of a substantial defense cutback, unemployed
defense workers receive virtually no assist-
ance in their efforts to find employment in
an economy with virtually no growth.

The problem of economic conversion is
not one without precedent for the U.S. econ-
omy. Defense spending fell from 37.5 per
cent of GNP at the end of World War II
(1945) to only 6.6 per cent In 1947. In the
same period, almost 10 million men and
women were demobilized from the armed
forces. However, post-World War II conver-
sion was bolstered by a backlog of savings
and consumer demand which has been pent
up during four years of total mobilization.

Economists agree that maintenance of ag-
gregate demand (total demand for goods and
services) is the primary requirement for as-
surance of a smooth transition period, and
that the federal government must assure
other expenditures are substituted for de-
clining defense outlays. Certainly there will
be no difficulty finding alternative uses for
federal funds. There are tremendous unmet
needs—in metropolitan development, health,
housing, income maintenance, fiscal relief
to states and localities, education, pollution
control and other areas. We have recoin-
mended increases totaling $54 billion In fed-
eral non-defense spending by 1873 (over 1871
levels). These spending increases should as-
sure a healthy growth rate in the overall
national economy and prevent any rise in
the national unemployment rate. Nonethe-
less, there will be microeconomic problems
concentrated among the occupations, indus-
tries, and geographical areas we have already
mentioned. Specific policies must be devised
to deal with these problems.

Unemployed Workers: Programs suggested
elsewhere in the report will do much to
ease the conversion of workers from defense-
related to other employment. These include
improvments in unemployment insurance, a
cash assistance program, and a public serv-
ice employment program (See Chapter 4).
However, & more specific supplementary
program of assistance should be provided
immediately for the “conversion unem-
ployed.”

The model for such a program already
exists for workers displaced as & result of
the Trade Expanison Act of 1962. Provisions
from that Act could form the basis of an
adjustment assistance program meeting the
needs of former defense workers.

The new program would guarantee eligible
workers an income equal to 756 per cent of
their previous salary for a year. A former
defense worker working at another job at
less than 75 per cent of his previous salary
would receive adjustment assistance suf-
ficlent to bring his total salary to the
guaranteed level. Some lower pald reciplents
would become eligible for cash assistance
grants (with the adjustment grants con-
sidered earned income). Workers receiving
adjustment assistance would, of course, not
be eligible for unemployment Insurance.

Suitable employment for some workers
might only be avallable in other citles or
states. Therefore we recommend eligible
workers be provided with a relocation al-
lowance to give them the necessary mobility
for seeking other jobs. The relocation allow-
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ance would cover moving expenses plus a
“tiding over” payment equal to 21, weeks of
the worker's previous salary. We estimate
total costs of such programs would be $1.6
billion in 1972 and $1.4 billion in 18732

The defense-related unemployed should
also be given preference in the proposed
public service employment program and
manpower training programs, The unique
component of the “conversion unemployed”
population will be scientists, engineers, and
technicians whose skills are directly related
to military needs and are no longer in great
demand in the economy. The education and
talents of these individuals constitute a
valuable national resource. They should be
directed toward new needs and problems. We
can expect—and our budget would en-
courage—increased demand for engineernig
and design skills in mass transit, pollution
control and housing. We propose “conversion
fellowships” be made avallable to enable
highly skilled people to return to school for
retraining in whatever area they wish. The
conversion fellowship would pay full tuition
for two years and would provide a $6,000 liv-
ing allowance the second year (the recipient
would be receiving adjustment assistance the
first year). One hundred thousand of these
fellowships would be made available over the
next three years.

Military dischargees, many of whom are
unskilled, will also need better programs to
ald their re-entry into civilian life. The num-
ber of dischargees is now about double that of
pre-Vietnam years (about 1 million in 1970
compared to 550,000 yearly from 1963-1965).
Approximately 840,000 and 580,000 servicemen
will be discharged in 1972 and 1973 respec-
tively under our recommended defense pos-
ture. Dischargees would level off at 400,000
through 1974-76.

The unemployment rate of war veterans
aged 20-29 was 6.5 per cent in March, 1970,
a full percentage point above that of non-
veterans of the same age. Clearly present pro-
grams of pre-discharge counselling and train-
ing must be greatly improved and expanded.
Counselling should be available to all and
training in civilian employment skills should
be offered. Cost of these programs would be
£100 million in 1972, and $65 million in 1973.
In 1971, the total cost for these programs was
#14 million.

Veterans education (G.I. Bill) participation
rates are far below those experienced with
World War II veterans. Approximately 15 per
cent of Vietnam veterans are now enrolled
in schools. We should attempt to increase
participation to 20 per cent by 1974. Less
than 10 per cent of military dischargees par-
ticipate in Veterans On-the-Job Tralning
programs; a figure which we expect to in-
crease to 15 per cent immediately and fall
back to 10 per cent by 1974,

Disadvantaged Areas: Some states and
localities face localized depressions as large
defense-related industries or military bases
are closed or cut back.

The Office of Economic Adjustment in the
Department of Defense was set up in 1961 to
provide planning and technical assistance for
communities suffering the consequences of
defense cutbacks of any kind. However, the
Office has worked solely with communities
affected by shutdowns of military bases. It
has assisted more than 100 communities.
The Economic Development Administration
(EDA) also is authorized to assist communi-
tles where bases have closed (if unemploy-
ment exceeds the national average by 50 per
cent). Assistance includes grants and loan
guarantees for new or expanding commercial
or industrial firms.

We recommend that a new Office of Eco-
nomic Conversion be created to provide
technical and planning assistance to com-
munities affected by declines in defense-
related spending or other government-
induced conversion problems. The office
would also coordinate (but not run) other
governmental programs which can assist
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such communities, Primary among these
would be EDA assistance, which should be
made avallable to affected communities.
Disadvantaged firms: A number of eco-
nomic conversion schemes have proposed
mechanisms to encourage defense firms to
diversify or convert to clvillan production.
However, there is widespread doubt concern-
ing the ability of major defense contractors
to convert effectively. In many cases top
management is unfamiliar with the competi-
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* tive world of the commercial market place;

major defense concerns often have low capi-
talization, limited pgeneralized marketing
capacity, and insufficlent experience in pro-
ducing high-volume cutput at low unit cost.
It 1s not surprising that there is a dis-
couraging history of failure in commercial
diversification efforts by defense firms. In
this context, there is no compelling reason
to artificially protect defense firms from
the healthy competition of the market. Those

TABLE 3:2,—ECONOMIC CONVERSION

[Outlays, in millions of current dollars)

May 21, 1971

which are able to adapt will survive of their
own accord.
FOOTNOTES

1Years are federal Fiscal Years unless
otherwise stated.

2This estimate assumes 720,000 laid-off
defense workers with an average previously
weekly salary of $200 for an average dura-
tion of 12 weeks In 1972, and 660,000 in 1973,
We estimate 30 per cent of the total laid off
will move at an average cost of $450.

Administration—

Urban coalition recommendations—

Proposed
929?2

Estimated
1971

1973 1974 1975

Adjustment assistance_____..
Relocation assistance. .
Conversion fellowships. ... ... oeeeoo ..
Predischarge counseling and manpower training.-
Veterans on-the-job training1

Total?

1,228
1 = T . W1
267 174

71 51 I
141 67 73

1,944

1,906 292 127

1 Counted here rather than in budget for employment and manpower training.

2Veterans’

b d under

oullays

budget and not included in totals here

COUNTERBUDGET: A BLUEPRINT
FOR CHANGING NATIONAL PRI-
ORITIES 1971-76—CHAPTER 4

HON. LOUIS STOKES

OF OHIO
IN THE HOUSE OF REPRESENTATIVES
Thursday, May 20, 1971

Mr. STOKES. Mr. Speaker, I include
chapter 4 of the National Urban Coali-
tion’s “Counterbudget: A Blueprint for
Changing National Priorities 1971-76" in
the RECORD:

CHAPTER 4. INCOME MAINTENANCE: SOCIAL
INSURANCE AND INCOME SUPPORT

As a consequence of our recommendations,
poverty in America would be officially
eliminated.

The budget proposed in this report Is a
budget for a growing, productive America.
Programs and policies assume an economy
providing a high level of employment and a
government goal of assuring a decent job at
a decent wage for all Americans., Therefore
we expect most Americans will continue to
rely on wages and salaries from employment
for a high portion of their income. As a re-
sult, recommendations made elsewhere prob-
ably will affect most Americans more than
specific proposals in this chapter!

Yet there are some Americans who do not
receive an adequate share of the benefits of
the economy even when it is operating at
full capacity. For these Americans, wages
from employment will not suffice. In 1969,
nearly 24 million persons lived on incomes
below the subsistence level as calculated by
the Census Bureau ($3,743 for a family of
four in 1968).* Projections suggest that in
1976, under present Income maintenance
programs, 21 million will still be below the
poverty line?®

There is not space in this report, nor is
there any longer need, to justify federal ef-
forts to eliminate poverty. That goal is
clearly stated in the Economic Opportunity
Act of 1965, and it has been Incorporated to
some degree In almost every activity of the
federal government. Numerous government
programs are designed to assist poor people
to become independent wage earners; these
range from training of individuals to pro-

Footnotes at end of article.

grams to stimulate the economic growth of
regions, From our projections above, it can
be seen that we expect these efforts, in a
growing economy, to have significant effects
in reducing the number and percentage of
Americans living in poverty. Nevertheless
there will remain, in 1976, the 21 million
people unable to pay for basic needs, and
additional millions lacking an acceptable
standard of living even though they are able
to sustaln themselves.

The continued existence of poverty will
have widespread consequences, Inadequate
income not infrequently means inadequate
health, housing, and education. In addition,
society as a whole suffers both through loss
of economic productivity (resulting in a low-
ered Gross National Product) and through
unrealized human potential.

The causes of poverty and inadequate in-
come are many—inadequate employment op-
portunity in the economy, lack of skills, dis-
ability, old age and family responsibilities.
Income maintenance programs to supplement
income from productive employment must be
designed to deal with people in these widely
divergent circumstances. Present government
programs provide both in-kind assistance
(food stamps, housing subsidies, Medicare)
and cash assistance. There are two basic ways
the government supplies cash: social insur-
ance, such as Social Security and Unemploy-
ment Compensation, and {ncome support
such as Ald to Families with Dependent Chil-
dren and Old Age Assistance.

In general, we favor cash rather than in-
kind assistance since the recipient is provided
with a greater degree of personal freedom
and dignity in determining how to allocate
his personal resources. However, in those
cases where supply (particularly in housing
and health care) does not readily expand to
meet increased demand from low-income
families, In-kind assistance must be con-
tinued, at least until the imbalance 1is
corrected.

Present soclal insurance programs are de-
ficlent in both the extent of coverage and
benefit levels. Social Security, probably the
soundest of all income maintenance pro-
grams, nonetheless does not provide adequate
benefits for many reciplents. Large numbers
of workers are not covered by Unemployment
Insurance: Those who are covered receive
an average of only 34 percent of their pre-
vious weekly wage.

Present income support programs, particu-
larly Aid to Families with Dependent Chil-
dren (AFDC), have been widely criticized by

nearly all elements of American society.
AFDC's defects include the following:

Benefit levels vary widely from state to
state and are insufficlent almost everywhere.

The program is structured in many States
to encourage family break-ups.

The program affords reciplents little in-
centive to work.

Both kinds of programs must be expanded
to assure every household an adequate in-
come. Greatly improved soclal insurance pro-
grams must be provided for Americans who,
through age, disability or involuntary un-
employment, no longer earn income. In addi-
tion, new and effective programs of income
support are needed for those whose income
is inadequate. As a consequence of our rec-
ommendations for these programs, poverty
in America will be officlally eliminated by
1975.

Income Maintenance+

Social insurance and income support pro-
grams are intricately joined pieces of a na-
tional income maintenance policy. The
objective is to design programs which will it
the needs of people in a variety of situations
and which can be administered efficiently.
The most dramatic changes we suggest from
present programs are in the area of income
support.

Income Support Programs: Alternative in-
come support plans which have been sug-
gested to replace AFDC include:

(a) reform of the present public assistance
system;

(b) institution of a child allowance;

(c) a wage subsidy approach; and

(d) institution of a cash assistance pro-
gram structured along the lines of President
Nixon's Family Assistance Plan (FAP).

Alternative (a) is beyond conslderation.
The present AFDC program is demeaning in
fact and concept, for the reasons cited above.
Piecemeal reforms will not suffice. The Pres-
ident's Commission on Income Maintenance
(the Heineman Commission) termed the
system “untenable.”

Child allowances would provide monthly
payments of an equal amount per child to
all families with children. Since every family
would receive an equal amount per child, it
is argued that there would be no stigma at-
tached to receiving the assistance. However,
since allowances would not vary with family
income, such a program would tend to redis-
tribute income from single people to families
and from small to large families but not
between income groups. As a result, allow-
ances would be pald to many families not
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in need. Although a part of these payments
could be recouped through income taxation,
the cost of even a moderate allowance would
be high and still leave many families in
poverty. The Social Security Administration
has calculated that a plan providing $600
yearly per child would have a gross cost of
#43 billion and a net cost of $28 billion after
taxes (assuming present income tax exemp-
tions for children were eliminated).

Wage subsidy proposals (alternative c)
would provide a government subsidy to make
up the difference between an employee's
wage and a standard set by the federal gov-
ernment. Such an approach seems to he
based on the false assumption that most
present recipients of public assistance are
employable and can be “moved off welfare”
into private employment. Unfortunately, the
vast majority of present public assistance
recipients are aged, blind, disabled, or women
with young children.

Wage subsidy proposals also suffer from
two significant difficulties. First, they act
a5 a subsidy to the employer, who can kKeep
wages low while knowing the government
will contribute up to the standard level.
Secondly, since wages are not tied to family
size, a wage subsidy program would not be a
very effective income support device for large
families.

We recommend that the present welfare
system be replaced by a cash assistance grant
(CAG) program similar in mechanism to the
Administration’s Family Assistance Program.
Such a program would provide for a cash
allowance based on family size, but reduced
by an established percentage (for example,
50 per cent— or 50 cents) for each one dollar
earned.

For example:

(a) Suppose the annual cash assistance
level for a family of four is set at $3,5600.

(b) Suppose a particular family earns
$2,000.

(c) Then 50 percent (or fifty cents) of
each dollar earned (50 percent of 2,000
=#$1,000) would be substracted from the total
provided from the cash assistance grant
($3,500) —#1,000.

(d) leaving a cash assistance grant of
$2,500.

(e) and making a total family income of
(82,000 earned -+ $2,500 cash assistance)
= $4,500.

The major policy variables involved in
devising such a program are:

Coverage: households eligible for receiving
the cash asslstance grants (CAG).

The size of the basic cash allowance: the
amount of cash assistance a household with
no other income would recelve. The basic
cash allowance varies with family size,

The per cent (called the offset tar rate)
applied to each dollar of earned income in
order to reduce the size of the basic cash
allowance.

Let us look at each of these critical policy
choices more closely.

Coverage: The Administration proposal
would cover only families with children,
thereby excluding single individuals and
childless couples, including most of the aged.
Single individuals and the aged have particu-
larly high rates of poverty. The President’s
Commission on Income Maintenance has
suggested universal coverage. However, the
wider the coverage, the greater the total pro-
gram costs will be.

We recommend households with children
and households whose head is under 65 be
covered by CAG; childless households headed
by the elderly should be dealt with separately
because of their special needs.

The Size of the Cash Allowance: The Ad-
ministration’s original proposal would have
given 8500 each for the first two family mem-
bers and $300 for each additional member—
$1,600 for a family of four. The President's
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Commission on Income Maintenance pro-
posed an allowance of $2,400. Some groups
have called for a goal of an allowance equal
to the poverty line, while the National Wel-
fare Rights Organization wants the allow-
ance be pe to the Bureau of Labor
Statistics (BLS) low-income standard of
living budget. They call for an allowance of
$5,600. The higher the level of the cash
allowance, the higher total program costs
will be.

What Is an adequate level for a cash al-
lowance? As a goal, it 18 completely incon-
slstent to advocate a level bhelow “the
poverty level.” The official poverty level
(83,743 for a family of four in calendar year
1969) was established as the income level
below which a family becomes dependent
upon a varlety of social programs to survive.
It is just such a condition of dependency
that income maintenance is designed to
eliminate,

The official poverty level, however, has
been repeatedly criticized as inadequate. It
is constructed from a Department of Agri-
culture economy food plan which is designed
for “emergency or temporary use when funds
are low.” For households of three or more,
the poverty line is three times the cost of the
1963 economy food plan, adjusted for cost
of living Increases. Miss Mollle Orshansky,
who devised the line, terms it, “The lowest
amount of income which would make pos-
sible a level of living conforming to mini-
mally acceptable American consumption
standards.”

Is the poverty line inadequate? Miss Or-
shansky comments, “Whatever the rationale
for the poverty line, it should be relative
over time. The line should be adjusted pe-
riodically to take into account the rising
real standard of living enjoyed by the ma-
Jority of Americans, However, the official
poverty line ($3,743 in 1969) has not been so
adjusted.” As a result, Miss Orshansky sug-
gests that by 1976, the poverty level should
be adjusted upward 25 percent (from $4,708
to §5,808 for a family of four in 1976)., We
will, therefore, use a figure 25 per cent above
the Social Security Administration (SAA)
poverty line to represent the target poverty
level basic cash allowance for our Cash As-
sistance Grant program.

Unfortunately, a basic cash allowance
equalling the target poverty level by 1976°%
would involve an inordinate cost—$51.6 bil-
lion, assuming we used a 50 per cent offset
rate. Instead, we recommend a basic cash
allowance which approaches the target pov-
erty level by increments. By 1976, the allow-
ance would reach the SSA poverty level as
currently defined (for that year $4,708 for
a family of four); by 1980, it would, hope-
fully, have reached the full target poverty
level for that year. Total costs for CAG in
1876 would be $28 billion.

The Offset Rate: The third policy consid-
eration, the offset rate, 18 of importance be-
cause it helps determine both the total cost
of the program and the degree to which the
program will impalir the incentlve to work.
Lower offset rates strengthen the incentive
to work—but at the same time, raise the
total cost of the program. This occurs be-
cause the lower the offset rate, the more
income a recipient can earn before his cash
allowance disappears,

Work incentives—as ed from
work requirements—are a relevant consid-
eration in every non-slave society. Ratlonal
human beings will work only when they per-
celve it 18 worth their while to do so. Thus,
many people would not work if they knew
that for each dollar they made, the govern-
ment would immediately tax away 75 per
cent of it. This is particularly true if they

Footnotes at end of article.
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are guaranteed a minimum level of income
sufficlent to meet basic needs, whether they
work or not. The alternatives to providing
work incentives are either instituting a re-
strictive work requirement or leaving many
necessary jobs in the economy unfilled,

If the offset rate is high the work incen-
tive is weakened. Using our CAG program as
an example, in 19768 a family of four would
receive $4,708. If the offset tax were as high
as 76 per cent, a family head working full
time and earning $5,000 would lose all but
$1,000 of his cash assistance; his total income
(before taxes) would be about 5,900, an in-
crease of only £1,200 for a year's full time
work,

An infinite number of alternatives exist for
setting the CAG offset rate. The most attrac-
tive options include:

(1) A consent offset rate on gross income:
50 per cent is the figure most frequently
mentioned.

(2) A constant offset rate applied to in-
come net of taxes and net of loss of benefits
from In-kind programs (housing subsidies,
food stamps, day care) which cut off at cer-
taln income levels.

(8) A progressive offset rate on income
(gross or net), increasing as income rises.

A progressive offset rate would be a help-
ful compromise between work incentives and
program costs. The operation of one possible
set of progressive offset rates, in terms of
earnings and total income based on the 1976
cash assistance level of $4,708 for a family of
four, is shown below.

Earnings Offset rates

Ofo$3,000 .. .. ..

35 gercen'l of income.
Over $3,000 $1,

yU50 plus 50 percent of
income above $3,000,

Offset tax
percent

Earnings:
2L
35
35

Be S,
§ 1
:

BEARTLN:
Seoknies

50
50
50
50
50
50
50

AN
——
=1=
58
—
o

Low offset rates at low levels of earned in«
come would make low-income jobs still rela-
tively attractive since the worker would be
able to keep most of his earnings. Under the
scheme above, a worker earning $4,000 would
have a total income of $7,158 or 82,450 higher
than had he not worked at all (if he had not
worked at all he would have received §4,708).
A higher offset rate for moderate levels of
earning would keep cost down and not be
too much of a work disincentive since the
alternative—not working—would greatly re-
duce total income. Thus a worker earning
$6,000 would only be able to keep $500 of
his next $1,000 of income; his total income
would be £8,158. However, should he decide
not to work at all, his total income would
fall from #$8,158 to $4,708—undoubtedly
enough to keep him working.

Unfortunately, this set of progressive off-
set rates combined with our basic cash allow-
ance of $4,708 in 1976 would make the pro-
g:xsn quite expensive—over $36 billion In

We are left to consider a flat offset rate
of 50 per cent on earned income—a figure
recommended both by the Heineman Com-
mission, and the President in his 1970 legis-
lative proposal for a Family Assistance Pro-
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gram (FAP). The figure is a reasonable
trade-off between work disincentives and
total program ocst. Assuming a basic allow-
ance of $4,708 for a family of four and an
offset rate of 50 per cent on earned income,
a worker earning $6,000 would have a total
jncome of $7,708, whereas, if he had no
income from employment he would recelve
£4,708. The difference between working and
not working, therefore, amounts of $3,000—
or a more than 60 per cent increase in income.
Probably, this wnulc:luo:. provide very much
disincentive.
orT?:ew;;;ree of work disincentive associated
with the cash assistance program is not
solely determined by the offset rate. The pro-
visions of other programs and laws (food
stamps, housing subsidies, day care, stat:,
joeal and federal taxes) also diminish the
take-home value of an additional dollar
earned, since the subsidies decrease as In-
come increases. We must look at the cumu-
lative impact (the ecumulative marginal t:.:
rate on earned income) and attempt
relate the CAG program to other programs in
such a way as fo diminish the work disin-
wggzmmhnlque designed to reduce the
cumulative marginal tax rates is to ca.lculagi
some of the marginal taxes on individuw
proj on the basis of a dollar nlres:y
reduced by other marginal taxes. Thus t {ei
CAG offset tax rate on earned income cogl
be applied to net (after-tax) income rather
e_T
th%amr;ﬁgnmd a system In which the CAG
offset (50 percent) rate is calcuia;er% cg
earning minus the amount lost t ;1%
added housing and day care payments, eh-
eral, state, and local income taxes, and the
social security payroll tax. Total costs fo;
our program (with a baslc cash allowance O
$4,708) would be $28 billion in 1976, ‘
In summary, our initial program would

very similar to the President’s proposal. We
would begin in 1972 with & pasic allowance

of $2,400 for a family of four and would

nly families with children. (States
3?1:1‘::1;1 gregent.ly have higher public assistance
payments would be required to supplement
the federal effort to that level. The federal
government would provide 30 percent of this
supplement.) In 1973, the CAG prograt:
should expand to cover all households heade:
by persons under 65 or elderly persons with
children. The basic allowance would also
increase in stages until it reached the Census
Bureau poverty level in 1975. The allowance
would climb to 25 percent above the poverty
level by 18930.“ o

min ation
sbﬁgld be completely administered by the
federal government, with & minimum of
regulation and investigation. The model
should be the income tat:;ystem rather than
t welfare s i
th;greﬁze; tried to gnasuredtht:(t; t,lim ;;(;?‘]:;;
am will not destroy inc

ge:%g; l:;)E[(;“t;‘.:lt;.ver. the Administration’s 1970-
71 proposal went a step further and required
employment or the seeking of employment
by the able-bodied head of a family as &
requirement for recelving assistance. If the
recipient refused to work his or her share
of the family's cash assistance would have
pbeen cut off. The Administration specifically
exempted women with pre-school children.
The Heineman Commission, on the other
hand, suggested no work requirement.

We foresee no possibility of reciplents
choosing not to work In numbers large
enough to affect either the cost of the pro-
gram or the manpower supply of the nation.
However, 1t 18 quite possible to imagine the
demoralizing effect of even a few obviously

CAG: The pro
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able workers supported in idleness by tax-
payers, particularly in times of rising taxes.
Thus we recommend that the administrators
be provided with the following means of
dealing with the problem,

Unemployed reciplents of working age
(with the exception of women with children
under 16) would be required to register
with the U.8. Employment Service and would
be expected to accept a decent job offer (not
paying below the minimum wage) or if lack-
ing skills, to enroll in training to prepare
them for employment. If a person refuses
reasonable opportunities for employment or
training, that part of the cash assistance
grant attributable to his or her presence in
the family would be terminated. Needless to
say such a sanction will require sophisticated
safeguards to assure that reciplents are not
subject to administrative prejudice. It is
equally important that the procedures be
fully spelled out and relatively automatic
so that “enforcement” does not become an
absorbing concern of program adminis-
trators,

(II) Social Insurance Programs.

Unemployment Insurance: Unemployment
insurance is designed to provide cash bene-
fita to regularly employed workers during
limited periods of involuntary unemploy-
ment. Since it is an insurance program,
benefits are based primarily upon previous
wage levels rather than current income needs.
Most states provide benefits for a maximum
of 26 weeks, although during times of high
unemployment, the period has been ex-
panded temporarily to 39 weeks.

However, there are several major short-
comings in the existing unemployment
compensation program:

(A) Limited Coverage: As of 1969, over 57
million workers were protected by unemploy-
ment insurance, but 13 million (18 per cent)
were not. 1870 legislation will extend cov-
erage by 1973 to approximately 4.76 million
additional workers Iin small firms, non-
profit organizations, and state hospitals and
institutions of higher learning. Farm work-
ers, domestic workers, and most state and
local government employees will remain un-
covered. In 1968, 64 per cent of those per-
sons unemployed during the year were, for
one reason or another, ineligible to receive
unemployment insurance benefits,

(B) Variations Between States in Benefit
Payments: Benefit levels are set by individ-
ual states and consequently vary widely. The
weekly benefit amount is a set fraction of
the claimant's previous quarterly or weekly
wage up to a maximum amount. Both the set
fraction and the maximum wvary by state.
The maximum benefit ranges from 31 per
cent of the average weekly wage of covered
workers in Alaska, Michigan, and Washington
to 61 per cent of the average weekly wage of
covered workers In Hawall. Benefits, as of
May, 1970, averaged $49.30 per week, but state
averages varled from $33.57 per week
in West Virginia to $58.83 per week In
Connecticut.

(C) Inadequate Insurance Benefits: At
least 40 per cent of claimants fall to get
benefit equal to half of their weekly wage.
The major reason for this is that maximum
benefits In most states have continually
fallen as a per cent of average weekly wage.
Currently, more than half of all claimants
are eligible for the maximum benefits. Re-
peated urgings to states by the President and
Congress to increase benefits have so far been
ignored. The goal, set first by Presldent Eisen-
hower in 1954, that 80 per cent of covered
workers recelve, if unemployed, a benefit of
one-half their regular wage, has not been
approached.

(D) Inadequate Duration of Benefits: Ap-
proximately 25-25 per cent of all workers
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who receive benefits have not found employ-
ment when their benefits end. This figure
rises to 33 per cent during recesslonary pe-
riods. The 18570 Employment Securlty Act
included a provislon to extend unemploy-
ment benefits an additional 13 weeks when-
ever national unemployment rates exceed
4.6 per cent for three consecutive months.

Clearly additional changes are called for.
Coverage should be extended to include farm
workers and domestic workers. In addition,
the federal government should establish a
minimum federal benefit standard of 50 per
cent of the worker’s weekly wage loss, up to
a maximum of $6,000 per year. Average
weekly benefits would increase from about
$50 currently to $113 in 1976. The federal
government should also require that no state
have a maximum period of payment of less
than one year.

The increases in outlays necessitated by
these changes can be covered by ralsing the
payroll tax base from its present level of
$2,800 to $6,000. In addition, the Federal
government should drop the provision which
allows states to vary their unemployment
insurance tax according to “experience rat-
ings,” The desire to achleve lower state un-
employment insurance tax rates provides an
incentive to deny benefits to as many un-
employed persons as possible. We recommend
that the federal government give states the
option of either Imposing on employers a
2.4 per cent (2.0 per cent after 1974) payroll
tax on the $6,000 wage base, or not adopting
the tax and having employers in the state
pay a 2.7 per cent tax directly to the federal
government. Under either alternative, 0.4 per
cent of the tax would go to support a fed-
erally administered U.S. Employment Serv-
ice; the remainder would be more than
sufficlent to cover projected outlays for un-
employment insurance benefits.

INCOME MAINTENANCE FOR THE ELDERLY

More than 25 percent of Americans who
have passed the age of 65 are llving In pov-
erty. This is more than twice the poverty
rate of the entire population, Our goal is to
assure that all elderly households have at
least a poverty level income by 1975. Im-
provements and revisions are necessary in
both Social Security (OASDI) and Old Age
Assilstance (OAA) in order to achieve this
goal.

I. Social Imsurance: Social Security has
been and will continue to be the cornerstone
of the present income maintenance system
for the aged. The program was constructed
and has been since supported as a social in-
surance system. When an insured worker or
his spouse reaches the eligible retirement
age, benefits are paid to him in relation to
his earlier payroll contributions. However,
benefit payment patterns deviate from strict
insurance concepts in several respects: (1)
Those who earned a relatively low income
during their employment years recelve a
higher percentage of total benefits than
their percentage of total contributions; (2)
Benefits are not financed solely from the
total contributed by present reciplents when
they were employed, but also out of the con-
tributions of present-day workers; (3) Bene-
fits are reduced by some percentage of any
income currently earned by recipients. In
short, Social Security has taken on some as-
pects of income support programs while con-
tinuing to operate as an insurance program.

The conflict between income support and
income insurance objectives within the
Social Security program suggests two alter-
native paths OASDI might follow:

Return OASDI to a strict insurance pro-
gram. This could only be accomplished after
either an adequate cash assistance grant
program which covered the elderly were en-
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acted, or after OAA were expanded enough
to ensure the elderly poor a decent income.

Maintain Social Security as a mixed in-
come insurance-income support program and
improve the programs benefit levels and
eligibllity requirements.

We accept the second alternative and rec-
ommend several changes in the present So-
cial Security law. First, we recommend that
the minimum benefit be ralsed from its
present level of $64 per month (896 per
couple) to $100 per month ($150 per couple).
This would assure all single beneficlaries a
total of at least $1,200 yearly and would go
far to reduce poverty among the elderly.
We also recommend that all Social Security
benefits be increased 5 per cent immediately
and by an additional 5 per cent in 1973, and
an additional 10 per cent in 1976. These rec-
ommended increases should be in addition
to automatic benefit increases as the cost of
living (Consumer Price Index) increases.

To finance these benefit increases, changes
will have to be made in the Social Security
payroll tax. First, however, if we are going to
maintain and improve the income-support
aspects of Social Securlty, we must diminish
the present regressive effect of the tax.

The present payroll tax—as of 1970, a flat
rate on the first $7,800 of income—is an
inequitable manner of financing what is, at
least partially, an income redistribution pro-
gram. We recommend that the OASDI wage
base be increased immediately to $15,000
and be again raised to $16,000 in 1974, and
£17,000 in 1976. The OASDI employee tax
could then be decreased from its current
48 per cent level to 3.2 per cent in 1872,
rising to 3.8 per cent in 1973, 3.9 per cent
in 1974, 4.1 per cent in 1975 and 4.5 per cent
thereafter. During 1972 and 1973, an addi-
tional 0.8 per cent payroll tax would cover
the Hospital Insurance portion of OASDIHI.
This tax will disappear when National Health
Insurance goes into effect in 1974. OASDI
benefits, which totaled $36.0 billion in 1971,
would total $66.2 billion in 1976* Contri-
butions to the OASDI trust fund would total
$60.6 billion in the latter.

II. Income Support: Old Age Assistance:
In order to assure a poverty level income
for every elderly household, the income sup-
port program for the elderly, Old Age Assist-
ance (OAA), must also be greatly improved.
Federal benefit standards should be set so
that by 1876 all single recipients will be
guaranteed an allowance of 81756 monthly
(8240 for couples) —the poverty level income.
These payments would be reduced 50 cents
for every dollar of income earned and one
dollar for every dollar of Social Security
received. The program should be completely
federally administered and, by 1874, all pro-
gram costs should be borne by the federal
government. OAA outlays under such a pro-
gram would rise to $7.1 billion in 1976.

INCOME MAINTENANCE FOR THE DISABLED

Recommendations made above for the old
age (retirement) portion of OASDI should
also apply to the survivor and disability por-
tions. Other income support programs for
the disabled—Aid to the Blind (AB) and Ald
to the Permanently and Temporarily Dis-
abled (APTD)—must also be improved. A
minimum benefit level of $110 per month
should be instituted in 1972, at which time,
the federal government should assume full
responsibility for administering these pro-
grams. Recipients of AB and APTD should
be eligible to recelve CAG or OAA as well;
their AB or APTD benefits would count as
unearned income, reducing their CAG or
OAA payment,

Veterans with service-connected disabili-
ties and survivors of servicemen killed in
service are eligible for Veterans Compensa-

Footnotes at end of article.
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tion. Outlays are expected to increase from
§3.3 billlon to $3.8 billion in 1976 as a re-
sult of Vietnam deaths and disabilities and
a newly enacted 10 percent increase in
benefits.

The Veterans Pension Program also acts
as an income support program, primarily for
the elderly. Veteran's pensions are essentially
public assistance payments made available
to veterans as a reward for milltary service
during periods of war. Veterans with a non-
service connected incapacitating disability
and with income below $1,800 ($3,000 with
dependents) are eligible. However, if they
are over 65, they are automatically con-
sidered 90 per cent disabled for purposes
of the program. Since the revisions recom-
mended above in OAA will provide elderly
veterans with equivalent benefits, we see no
need for this program to continue. Accord-
ingly, we recommend veterans' pension pay-
ments be reduced $1 for every dollar of
CAG or OAA recelved. Ultimately, this will
eliminate the veterans penslons program. By
1976, outlays will have fallen to $400 million
from thelr present level of nearly $2.4 billion.

IN-KIND SERVICES

I. Food Stamps: The fact that millions of
Americans are inadequately fed and suffering
from various stages of malnutrition has been
amply documented. According to a Depart-
ment of Agriculture study, only 37 per cent
of families with income under $3,000 main-
tained good diets. Hunger USA estimated the
number of Americans suffering from mal-
nutrition at more than 10 million. Malnu-
trition is a major factor retarding the in-
tellectual development of children, a primary
cause of ill-health, and a not unimportant
contributor to lower productivity rates of
workers.

The food stamp program, the major “in-
kind aid” food program, is quite inadequate.
Food stamps are sold to families who may
use them to purchase foods of greater value
than the cost of the stamps. In calendar
year 1970, over 6 million people participated
in the food stamp program.

Another food program, the Commodity Dis-
tribution Program distributes farm surpluses
of certain nonperishable foods in order to
supplement the diet of poor families. The
program currently reaches about 3 million
people.

Participation in the two programs has
fallen far short of the total number in need,
and indeed of the total number eligible. The
Senate Select Committee on Nutrition and
Human Needs reported in 1869 that the two
programs together serve only 44 per cent of
Americans who are so poor that they must
have assistance if they are to escape mal-
nutrition, and only 26 per cent of the 24
million Americans whose income falls below
the official poverty line.

Neither program is designed to assure a
participating household an adequate dlet;
both are administered under local welfare
requirements, and therefore, exclude many
of the poor. The exclusions, plus the re-
luctance or inabllity of many persons to buy
Food Stamps, account for the low rate of
participation.

The Cash Allowance Grant program previ-
ously recommended would ultimately make
both programs unnecessary. People would
have enough money to buy food. Our im-
mediate recommendation, however, is a tem-
porarily expanded food stamp program cover-
ing all poor families. Such a program could
quickly eliminate hunger in the United
States. This goal is both well within our
reach and not inordinately costly.

We recommend that in 1972, every family
of four be eligible for $1,200 worth of food
stamps, to be reduced by 25 cents for every
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dollar of annual income above $840. (The
cash assistance grant would be counted as
income). Unlike in the present program,
recipients would not have to buy the food
stamps; they would be provided free. Since
the basic CAG allowance would increase
to the poverty level by 1975, the food stamp
program would gradually diminish. Total
outlays for the food stamp program would
rise from their 1971 level of $1.5 billion to
842 billion in 1972; by 1976, outlays would
fall back to $680 milllon.

An alternative would be to provide a lower
basle CAG allowance and to indefinitely
maintain the food stamp program separate-
ly. We do not recommend this alternative
because of our preference for cash rather
than in-kind assistance. However, since the
health and well-being of children is a social
concern, we recommend continued assist-
ance in child nutrition. Accordingly, we rec-
ommend the school lunch program be ex-
panded and a new school breakfast program
be instituted, thus ensuring school chil-
dren at least one, and, in some cases, two
well-balanced meals every school day.

I1. Social Services: The adoption of this re-
port’s proposals in the health, education, and
manpower areas would move many social
services (like day care, manpower counsel-
ing, and family planning) from public as-
sistance to new administrative settings. In
addition, the institution of an effective in-
come maintenance program such as CAG
would eliminate the investigative and eli-
gibility determination functions long per-
formed by social workers associated with
AFDC.

The implementation of CAG can be ex-
pected to displace some of the estimated
85,000 present social workers in agencies
largely supported by public assistance funds.
Many social workers would undoubtedly “fol=-
low” a function like day care to its new
administrative domain. Others would con-
tinue casework related to other programs. In
addition, there should be a major new effort
to extend to all who need them the social
services available in a community. We rec-
ommend the institution of a federally funded
outreach program, building on several ex-
isting demonstration models. Soclal workers
would inform citizens about social services,
and in addition, be advocates for their clients
in dealings with various service bureaucracies
in the community. The outreach program
would be run from neighborhood service cen=
ters wherever they exist. The centers would
house many of the available community
services under one roof (see Chapter 8).

The outreach program could be financed
by 75 percent federal matching grants for
operating costs to state and local public wel-
fare agencies. Federal funds should also be
made available to retrain present social
workers who wish to participate in the out-
reach program. We estimate a program grad=-
ually increasing to involve 25,000 outreach
workers by 1976 would cost approximately
$250 million by that year.

Major new federal initiatives are also
needed in child welfare and services for the
aging. A substantial increase in funds is
needed for child welfare programs. Locating
children in adopted or foster families, group
homes, or institutions are worthwhile serv-
ices which more than pay their way in les-
sened institutional expenses and remedial
programs later on. The President has recoms-
mended a massive increase of Federal funds
for these programs as well as establishment
of minimum national standards. We recom-
mend his proposals be accepted. We also
recommend a major new program of adop-
tion subsidies to encourage the adoption of
hard to place children (see Chapter 12).
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TABLE 4:1.—INCOME MAINTENANCE!®

[Outlays, in millions of current dollars]
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Administration

Urban coalition recommendations

Estimated, Proposed
1971 1972

1973 1974 1975

Social insurance:
31,01 B e e e s e R LA
Unemployment insurance 3_. i
Veterans compensation Sl
Federal retirement and disability. ... .........

Sinlotel -

Income support:
Cash assistance:
Cash assistance grant (CAG). .. __
State supplement_ __.._.._...
0ld-age assistance (OAA)
Aid to the blind (A

39,458
4, 76

3,582
2,923 3,266

47, 665 50,932

65 4‘39

Aid to disabled (APTD) . . e

Veterans pensions. ..« ccecooaanuaas
AFDC

Subtotal.........

17,962
170
7,280
146
1,789
604

27,258
131
7,050
134
1,778
15

11, 300 13, 587

13, 961

20, 357 31,338 39, 302 39,962

58, 965 64,519

76, 488

81,445 97,837 111, 056 123,230

Sindd

, and

lt:oal esﬂmstes for OASDI, CAG, OAA, AB, APTD, State
ood ps wer

FOOTNOTES

1These include an economic policy which
assures maximum utilization of our produc-
tive capacity and consequently high levels
of growth and employment, a public service
employment program providing 1 million jobs
by 1976, a higher minimum wage ($2.50 by
1976) with Increased coverage, and short
term wage, price and credit controls if neces-
sary. (See Chapter 2)

# More than 45,000,000 Americans currently
have incomes below the Bureau of Labor
Statistics poverty level, which represents the
lowest standard of living consistent with
well-being (85,948 for a family of four).
Years are federal Fiscal Years unless other-
wise stated.

#These estimates as well as cost estimates
for most of the income malntenance pro-
grams discussed in this chapter are derived
from the “Income maintenance simulation
model” of the Urban Institute.

‘Income maintenance for the elderly and
disabled are considered In separate sections
of this chapter.

®Years are federal
otherwise stated.

®Since work disincentives are not a con-
sideration with income not obtained from
employment, we recommend higher offset
rates on such income—60 per cent on the
first $3,000, 76 per cent on non-earned in-
come between $3,000-5,000 and 100 per cent
on any non-earned income over $5,000.

? For example, instead of applying a 50 per
cent offset tax rate to the next dollar earned
by a family earning $4,000, the rate could
be applied to that dollar minus £.20 paid in
federal income and Social Security tax. The
CAG offset tax under this system (equal to 50
per cent of income after taxes, which in our
example is $.80) would be .40 rather than
2.50.

8 Totals include railroad retirement.

Fiscal Years unless

gh use of the Urban Institute’s computer simulation model.

2 railroad ret
IE i

COUNTERBUDGET: A BLUEPRINT
FOR CHANGING NATIONAL PRI-
ORITIES 1971-T6—CHAPTER 5

HON. MARTHA W. GRIFFITHS

OF MICHIGAN
IN THE HOUSE OF REPRESENTATIVES

Thursday, May 20, 1971

Mrs. GRIFFITHS. Mr. Speaker, I in-
clude Chapter 5 of the National Urban
Coalition’s “Counterbudget: A Blueprint
for Changing National Priorities 1971-
76" in the RECORD:

CHAPTER 5. HEALTH

We must rectify the shortage of health
manpower and facilities and create a re-
source distribution pattern which insures
access to care jor all.

American health care presents a major na-
tional paradox. No other nation contributes
as much to medieal research. No other na-
tion provides better training for its doctors.
Some U.S. citizens enjoy a quality of health
care unsurpassed anywhere in the world. We
particularly excel at providing crisis care for
some serious illnesses; we have modern fa-
cilities and superbly capable technicians
which keep alive patients who would die in
any other setting. For the health practitioner,
the U.S. health system is the best in the
world with regard to working conditions and
the income it provides.

Yet by clear statistical measures, the health
care provided to American citizens is in-
ferior. We rank 13th among industrial na-
tions in infant mortality, 7th in maternal
mortality, 18th for men and 11th for women
in life expectancy. Special geographical and
cultural patterns may prevent the United
States from ever ranking first in these and
other health care indices, but we were per-
forming relatively better a decade ago and
have been steadily falling back since.

A significant part of the responsibility for

payments in 1972 and 1973.

the current state of health care rests with
the most important person in diagnosis, pre-
scription and treatment—the American pa-
tient. The best way to improve our health is
for us to take care of ourselves, but we don't
or won't. This is partly because we receive in-
adequate health education. Worse, although
we claim concern for our health, we hardly
show it by our diets, our drinking and smok-
ing habits, or our speeds on the highways.
If these habits don't improve, the degree of
improvement possible in American health
care is limited. But the current failures of
health care extend far beyond personal health
care habits.

We receive a poor return from our invest-
ment in professional health services. Our an-
nual per capita expenditure of $305 on per-
sonal health services is the highest of any
nation. Yet, serious illness is synonymous
with financial disaster for most Americans.
Private insurance covers only 35 per cent
of total health care needs for Americans
under age 65. An estimated 3543 million
people with incomes below or near the Cen-
sus Bureau's poverty standard can't pay for
adequate medical care. When such families
must have care, it is frequently of low qual-
ity provided under demeaning conditions.
Higher income families receive episodic care,
often lavishly provided. Middle class Ameri-
cans as well as the poor are often defeated
by the size and disorganization of the health~
care institutions which purport to serve
them.

The avallability of health care to Ameri-
cans is also seriously unbalanced. Many
people, particularly those In inner-city and
rural areas, lack the point of entry into the
system—the family doctor.

SOURCES OF THE PROBELEM AND OBJECTIVES FOR
CHANGE

In seeking the roots of these inadequacies,
we tend to assign blame to one who personi-
fies the health system to most of us—the
doctor—much In the same way the police-
man personifies the entire law enforcement
and criminal justice system. In both cases,
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we oversimplify greatly. The medical profes-
sion shares heavily in the responsibility for
our current health situation, but not be-
cause of any lack of compassion, concern, or
professional excellence of doctors as indl-
viduals.

The inefficlencies and decay causing our
monumental problems rest In the entire
health care system—or more accurately, non-
system—of which doctors constitute only one
important part. These problems generally
can be summarized under four headings:

(a) An absence of national health policies
out of which goals, objectives and strategies
can emerge.

(b) A shortage of manpower, equipment
and facilities.

(c) An uneven distribution of services.

(d) Spiraling medical costs that do not
result in increased services.

Many institutions share responsibility for
creating these problems and sllowing them
to grow.

Private insurance carriers have failed to
stimulate the organization of efficient health
care—something they have the financial
muscle to do through bargalning with pro-
viders of care or through simply broadening
insurance coverage to encompass a wlder
range of services. Currently, most private
health insurance plans artificially increased
the proportion of care which is provided in
expensive hospital settings, and discourage
less expensive ambulatory and preventive
care.

Hospitals and medical schools have gener-
ally failed to work diligently to improve their
efficiency. Medical societies and professional
organizations have frequently limited access
to health professions and limited advance-
ment by people employed in health occu-
pations.

The federal government’'s attempts to
intervene—mainly Medicare and Medicald—
have proved by one measure counter-produc-
tive. These programs have inflated costs
along the same perverse patterns as private
insurance plans—that 1s, by pumping more
funds Into payments for medical services,
particularly those provided in hospitals,
without any compensating increase in the
supply of providers of care—and have failed
to be the lever they could have been to
bring about a balanced pattern of care.
These programs also discriminate against
the mentally i1l in a variety of ways. We will
have more to say later about special assist-
ance for the mentally i1l and mentally
retarded.

Medicare and Medicald provide the federal
government with nearly as much purchasing
power as all private health insurers com-
bined. Thus, the federal government is by
far the most powerful and potentially the
most sophisticated purchaser in the health
field, If the government made effective use
of its power as a purchaser, it alone could
stimulate the health system to greater
responsiveness.

Federal leadership must concern itself
with ‘“governing” the health care system;
building on the marvelous technology and
skill which now exist a system which can
improve the health of all. Two fundamental
objectives should guide our efforts at im-
proving the health care system during the
next five years. We must rectify the shortage
of health manpower and facilities and create
a resource distribution pattern which insures
access to care for all. Further, we must pro-
vide the financial means, and the incentives,
for more efficient organization and utiliza-
tion of these resources to make real the goal
of comprehensive medical care for all U.S.
citizens. One without the other is an empty
promise.

SUPPLY AND DISTRIBUTION OF HEALTH
RESOURCES
Numbers and distribution of health per-
sonnel and facilities are of greater impor-
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tance than financing schemes in determining
the number of people who can receive health
services and the quality of the services they
receive.

Manpower.—The more pressing supply need
is for manpower. There is not enough trained
health manpower to care for all Americans.
The poor suffer most because health prac-
titioners are generally less willing to practice
in inner-city or rural areas, but everyone
suffers the consequence—even if only through
higher costs paid for health services.

The most urgent manpower requirement is
for more paramedical personnel and nurses.
Both can extend the reach of physiclans by
taking over some of the initial patient con-
tact responsibilities. Although current gov-
ernment efforts support training of 85,000
paramedical personnel yearly, the U.S. health
system could productively absorb trained
personnel at nearly three times that rate;
the training pace should be stepped up ac-
cordingly. Particular stress should be given
to physicians' assistants, dental assistants
(particularly dental technicians), mental
health workers, and neighborhood health
aides. As a critical prerequisite to such ex-
panded training assistance, a companion
effort must be made to overcome both physi-
cian and patient resistance to treatment
involving paramedical personnel.

The supply of nurses can be increased both
through expanded training programs and
through special efforts to recruit back some
of the 550,000 qualified nurses who have
dropped out of the labor force. Imaginative
programs offering nurses opportunities for
upgrading to positions of nurse clinician and
pediatric assistant could serve both to fill
pressing needs and to provide a powerful
attraction in such a recruiting campalgn.

Because of long lead-time required for
training, it is already too late to take actions
now which will have much effect on the
supply of doctors (including psychiatrists)
and dentists during the next five years. But
we must prepare now for more distant needs.
The Carnegie Commission on Higher Educa-
tion projects a need for expanding medical
and dental school enrollment during the
1970's by, respectively, 50 per cent and 20
per cent, Many of these new places should be
filled by women and members of minority
groups. Currently, only 8 per cent of all med-
ical students are women; only 2 per cent are
Black, even fewer are Spanish-speaking
citizens.

These expansion goals could be attained
through a combination of three measures
advocated by the Commission: a) shortening
the curriculum from 4 to 3 years for an M.D.
or D.D.S. degree; b) expanding enrollment at
existing schools an average of 10 per cent;
and ¢) founding ten new medical schools
above and beyond the 27 new ones being
started. The new schools should be geo-
graphically located in areas now underserved.
Medical schools and the university health
sclence centers of which they are a part
should assume broader roles in continuing
education, training of other health-care per-
sonnel, and advising on Improved ways to
provide health care throughout their regions.

Increased federal financial support, pri-
marily in the form of cost-of-instruction
supplements given directly to educational
institutions, will be essential if medical and
dental schools are to survive and shoulder
these expanded responsibilities.

Altogether, we suggest that Federal support
for health manpower development should in-
crease by 80 per cent during the next five
years, increasing from its present level of
$931 million to #1.7 billion by 1976.* Nearly
half of this total would be directed to the
training of doctors and dentists.

Construction.—Not as critical a require-

*Years are federal Fiscal Years unless
otherwise stated.
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ment to the improvement of health care as
increased manpower, but still important, is
a continuing program of federal assistance
for the construction, purchase, and remodel-
ing of health facilities. The Administration
quite soundly has recognized that the Hill-
Burton program has well served its original
primary purpose of relieving hospital bed
shortages. A much higher proportion of fu-
ture federal hospital facilities aid should be
in the form of loan guarantees and interest
subsidies.

But there remains a major need for renova-
tion of existing hospitals and outpatient fa-
cilities and for additional new long~term and
ambulatory care facilities Including those
designed for the aged, mentally ill, and men-
tally retarded. The largest dollar requirement
will be for ambulatory care facilities serving
widely diversified purposes—from mobile
dental clinics to nursing offices in public
housing for the aged, as well as conventional
multi-purpose medical clinics.

We recommend only modest increases in
federal assistance for construction of skilled
nursing homes, now $12 million a year, even
recognizing the seemingly insatiable recent
demand for such facilities. We know far too
little about the best ways of serving the
health and physical needs of the aged.

There is some evidence which suggests that
expanded home health care and other ambu-
latory health services make greater sense in
many cases than placement in a skilled nurs-
ing home. Nursing homes may be treating the
economic disorders as well as the physical
ailments of the elderly; aged people who
cannot afford decent housing end up being
placed in nursing homes at government ex-
pense. For these people, our income main-
tenance proposals combined with a recom-
mended expansion of public housing pro-
grams will make possible a happier, perhaps
healthier, alternative, Some careful socia] re-
search is called for to guide federal invest-
ments in this burgeoning fleld—25 per cent
of all U.8. health expenditures are incurred
by the 10 per cent of the population 65 and
OVer.

Distribution of resources.—These recom-
mended increases In the supply of health re-
sources are necessary but far from sufficient
responses to the fact that many Americans—
mostly located in inner-city or rural areas—
do not have adequate access to health serv-
ices. Where these resources are distributed
is also important. Currently the federal gov-
ernment does little to assume effective re-
source distribution.

The most attractive way of meeting these
shortages would be to persuade more physi-
clans and other medical practitioners to
establish private practices in these areas. The
federal government can and should provide
incentives (through Medicaid, National
Health Insurance, location of federally
funded health facilities, and other leverage
points) for practitioners to locate in under-
served areas, but past experlence suggests
there are limitations on how influential dollar
incentives can be. Doctors and other health
practitioners pick locations for environmen-
tal and cultural advantages as well as money.
An increase in the total health manpower
supply, if deployed solely according to Iin-
dividual private market decisions, is likely to
provide some relief to underserviced areas,
but mostly to bolster the supply in well-
served locales.

Given these limitations, a number of sup-
plementary approaches should be attempted
to bring professional care to residents of un-
derserviced areas. Broader support should be
given to: special transportation programs to
ald citizens for whom access Is a serious bar-
rier to care; upgrading and expansion of se-
lected existing outpatient clinics; and a
thorough trial of the helpfulness of primary-
care diagnostic service facilities to screen and
identify those in need of further care by a
physlelan.
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By far the most promising approach,
though, in terms of quickly providing medi-
cal services to large numbers of people, is the
community health center—a concept which
has proven highly successful in government
demonstration programs. We recommend a
sixfold increase—from 84 to 500—in the
number of such centers; a program scope
which would enable these centers to serve 6
million people by 18768, most of whom other-
wise would recelve virtually no health serv-
ices at all. The nucleus for such a network
of centers could be provided by existing gov-
ernment generalized care centers (operated by
the Office of Economic Opportunity and the
Department of Health, Education and Wel-
fare) and some autonomous mental health
and mental retardation facilities. In order to
staff an operation of this magnitude, a
domestic health service corps should be
created. Support of the entire operation
would require an increase in federal outlays
for community health centers from 8300 mil-
lion yearly In 1971 to $1.5 billlon in 1976.

If community health centers are to suc-
ceed in providing appropriate, quality health
services, their organization and operation
must meet several important criteria. First,
the centers must be linked wherever possible
to private general practitioners, specialists,
and hospitals; a community health center is
only one link in the health-care network.
Second, it is essential that the centers, backed
up where possible by other local health re-
sources, possess fully the same quality of
facilities and mix of doctors, dentists, psy-
chiatrists, and paramedical personnel as
would be available in communities served
by more fully private networks. Community
health centers staffed by domestic health
service corps personnel cannot be allowed
to offer an inferior brand of health services
to their clientele. Mechanisms to assure that
quality services are provided must include a
strong community role in decislons about the
location of, services provided by, and manner
of operation of the health centers.

FINANCING AND ORGANIZING HEALTH SERVICES

The above efforts aimed at improving the
supply—both amount and distribution—of
health services should receive our primary
emphasis during the next few years. But two
other changes are absolutely required before
all Americans can hope to receive gquality
health care: 1) more efficient means of or-
ganizing the delivery of health care; and 2)
some means of paying for the care of those
citizens who cannot themselves afford it.

These two concerns are inextricably inter-
woven. Only through more productive use of
the supply of medical manpower (which will
be scarce in many localities even after the
intensive efforts we recommend) will there be
enough practitioners to provide care for every
citizen. The most powerful single influence
on how exlsting resources are utilized is the
pattern through which health services are
financed. We must eliminate financing in-
centives which encourage care to be chosen
on criteria other than health need (e.g. hos-
pitalization over outpatient care, crisis care
over preventive medicine). Current financ-
ing methods created these warped incentives;
improved financing methods can be the lever
for eliminating them.

It is clear that the invisible hand of the
private marketplace has failed to work toward
significantly lowering medical costs by im-
proving resource utilization. And as long as
we view adequate health care as a basic
right which should be available to all citi-
zens, a private market responsive only to
those who bid the highest for services will
not be sufficlent to perform the entire task.

None of these observations are new, but
past and current efforts to develop solutions
have proved inadequate.
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New alternatives.—A number of new
approaches—ranging from tax credits for
consumers with minimal changes in the orga-
nization of health service delivery to a na-
tional health service—are belng suggested
to solve these problems. Most suggested ap-
proaches fall somewhere between these ex-
tremes, clustering around two basic new
approaches to health insurance:

(A) A broadening of private insurance
coverage—both as to the number of people
and kinds of medical services covered—
combined with enlarged federal government
assumption of health care costs for the poor
and near-poor through an improved suc-
cessor to the Medicald program. All Ameri-
cans could be covered by these combined
programs.

(B) A unitary National Health Insurance
(NHI) plan including almost all Americans
and covering almost all kinds of medical
care. NHI, which would be financed through
a government trust fund and partially sup-
ported by new taxes, would replace Medic-
ald, Medicare, and private insurance cov-
erage. This approach is advocated by the
AFL-CIO and the Committee for Natlonal
Health Insurance.

Certain features are common to both these
approaches. Supporters of both recommend
that coverage be limited to a package of basic
services. There is considerable disagreement
about precisely which services should be in-
cluded (whether, for example, full costs of
dental care, prescription drugs, or psychiat-
ric care should be covered), but almost
everyone feels the coverage must be broader
than current conventional private insurance
coverage while stopping short of paying for
expensive special treatment such as the use
of kidney machines.

There is also agreement that all Americans
should be eligible for coverage by broad
health insurance. Most people also agree that
the publie, whether working through area-
wide health planning agencies or other
similar community organizations, should
have a stronger volce about the ways in which
health services are provided in their com-
munities, under whatever plan.

Thoughtful advocates of both approaches
also suggest utilizing the government por-
tion of finanecing to create incentives for pre-
pald group practice and other promising or-
ganizational forms for health care delivery.
Their objective is to orlent the health system
toward helping people to stay well, toward
health maintenance, instead of only toward
getting well. The prepald group practice ap-
proach advances this objective by requiring
& single fee, pald in advance by clients, cover-
ing most needed services. Conventional insur-
ance plans really offer “sickness insurance,”
since they provide reimbursement only for a
far more selective set of medical expenses.

Prepald group practice plans, in other
words, assume broad responsibility for keep-
ing their members sound of body. They can
generally achieve this result more efficiently
than conventional plans through encourag-
ing preventive care, by eliminating artificlal
biases toward expensive hospital care, and
by centralizing bookkeeping and other man-
agerial functions. The prepayment feature
of such plans also provides an incentive for
efficiency, forcing the providers of medical
care to share the financial risks of illness
with the patient.

New health insurance approaches should
be judged by how well they:

1. Provide access to care;

2. Prevent financial hardship as a result of
illness;

3. Respond to consumer demands;

4. Retaln an element of competition as to
type of service delivery;

5. Promote efficiency and economy by
making all parties cost conscious;
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8. Assure quality of care;

7. Be easlly and inexpensively adminis-
tered;

8. Be generally acceptable to providers and
consumers.

Plans could be devised under either of the
basic alternative approaches we are examin-
ing which would meet all of the above cri-
teria to some substantial degree. We feel
that the NHI approach offers the best pros-
pect for achieving the objectives concerned
with access, cost, and efficlency. The NHI
approach offers greater opportunities and
incentives for cost savings in the following
areas:

Provide more health services in less expen-
slve settings—notably more in ambulatory
facilities and doctor’s offices, fewer in
hospitals;

Utilize less expensive personnel, especially
senior paramedical personnel, to provide
services and perform tasks they can perform
equally effectively as doctors;

Eliminate profits and minimize adminis-
trative costs for the health insurance func-
tion (a unitary NHI approach would cut red
tape considerably because a single standard-
ized set of forms would replace multiple
sets) ;

Emphasize preventive care and thereby
discover illnesses before they become too
serious (although cost savings here could
well be initially offset by the fact that more
illnesses would be discovered and treated);
and, most important,

Control rates charged for medical services.

The most compelling argument for NHI
is that it is an insurance program of suffi-
clent scope to encompass cultural and long-
term factors affecting the nation's health.
For instance, the expectable benefits of pre-
ventive care in terms of overall improve-
ments in American health are falrly well
established, but a private insurance carrler
cannot justify including such services in his
coverage. The initial costs would be high,
because many treatable conditions would be
uncovered in preventive examinations, and
the benefits would only be perceptible over a
very long period.

NHI, however, functioning as both a social
and fidueciary institution might well encour-
age investment in the health of future gen-
erations and be concerned with such things
as the health effects of the environment,
food product manufacturing, and popula-
tion pressures.

" A system can be devised under the NHI ap~-
proach which, in conjunction with the health
resource recommendations already discussed,
will quickly make possible the provision of a
basic package of quality health services to all
Americans. Accordingly, we recommend that
a National Health Insurance plan be adopted,
beginning nationwide in 1974. A one-year test
of NHI should be conducted the previous year
in three representative states in order to
identify and develop solutions to operational
problems,

Admittedly, there is a large element of
judgment in the timetable for implementing
NHI, a schedule directly related to how rap-
idly resource and distribution improvements
occur, Pressing that timing decision is the
fact that the longer NHI implementation
is delayed, the more expensive it is likely to
be due to interim inflation of medical costs
under present inefliclent health delivery
systems.

Interim medicaid reform.—To extend im-
mediately some minimum level of care to
millions more citizens, we recommend an
interim series of changes in the Medicaid
program consistent with the suggestions of
the 1970 HEW Medicaid Task Force. The most
important of these suggestions are:

Convert Medicald to a program with a uni-
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form minimum level of health benefits fi-
nanced entirely by federal funds, with a fur-
ther federal matching of state contributions
for certain types of supplementary benefits
and for individuals not covered under the
minimum plan.

Additional groups should become eligible
for Medicaid until all persons with incomes
at or below the poverty level are covered.

Medicaid, along with other government
medical financing programs, must become
concerned with promoting effective delivery
of health care and encouraging the spread
of innovative health care systems including
group practice,

Medlcaid was designed to assure the avalla-
bility and financing of comprehensive health
care to all the nation's poor and near poor,
but only one-third of that potential clientele
is now being served. Program costs now are
about §6 billlon annually, slightly over one-
half pald by the federal government. Imme-
diate full implementation of the Medicaid
Task Force recommendations would require
additional federal outlays of $6-8$8 billion
during the coming two years. We cannot
afford that much so soon in view of other
priorities; therefore full attainment of the
goals will have to await NHI implementation,
We do recommend, however, that the federal
Medicaid contribution be increased by §1.5
billion in 1972 and $2.5 billion in 1973 and
be used to advance the Task Force’s goals as
far as possible. It is likely that this nearly
50 per cent increase in total funds for Medic-
aid will make possible full federal funding
of minimum health services for all eligible
persons reached; however, the benefit pack-
age will have to be slightly less broad than
the Task Force envisaged.

Nature of the proposed NHI system.—At
best, these revislons to Medicald are stopgap
measures, helping to smooth the way for
the introduction of National Health Insur-
ance. NHI can make a tremendous contri-
bution toward improving the health status
of Americans. If this contribution is to be
realized, however, the kind of NHI program
is critically important. We recommend & plan
whose financing Is based on social insurance
principles with a large contribution from
general revenues, and which provides both
resources and incentives for bringing about
changes in the organization and delivery of
care.

Incentlves must be arranged so that pro-
viders of medical services largely are reim-
bursed on a capitation rather than a fee-for-
service basis. What the capitation approach
means is that providers are pald so much
for each person they agree in advance to
provide medical services for during a set
period of time, regardless of how many such
services that person actually requires. This
approach, of course, differs from the more
conventional fee-for-service arrangement
under which doctors charge patients for each
specific service provided.

While capitation payment methods—nor-
mally the way payments are made under
prepaid group practice arrangements—should
be encouraged because they tend to en-
courage efficiency, cholce of payment method
can still be preserved for consumers and
providers. One way would be to reimburse
providers under any of several payment ap-
proaches, but in no case pay more than could
have been reimbursed on a capitation basis,
Use of a variety of methods of organizing
service delivery, with bulilt in standards of
performance, can stir up innovation and
provide healthy competition among different
payment and delivery methods—thus max-
imizing the possibilities for continuing
system-wide improvements.
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The payment plans must also provide in-
centives for practitioners to locate in areas
presently underserviced. The most direct in-
centive would be a bonus in addition to
regular fees.

Without incentives such as the above to
promote efficlent forms of medical care or-
ganization and improved patterns of resource
distribution, we risk repeating on a larger
scale the disastrous impact of the introduc-
tlon of Medicaid. In that instance, greater
demand for health services was created with
no companion provision either for increases
in the supply of health resources or incen-
tives for more efficient organization of health
delivery mechanisms. The result was pre-
dictable: spiraling costs and earnings of
medical practitioners without comparable
increases in services provided.

Coverage should be provided for a basic
package of health services for all Americans
including full payment for maternal and
child health services, annual physical
check-up examinations, and active (as op-
posed to purely custodial) mental health
care. The result of such coverage patterns
should be a much more preventive care
oriented system. Prescription drugs and den-
tal services should be initially partly pald
for by NHI.

On the surface, NHI would seem to cost a
great deal. We estimate that $64.6 billion of
the $68.9 billion recommended for federal
health programs in 1976 would go for thils
purpose. We propose that funds for NHI be
raised through employer contributions of 3
percent of payroll, & b percent surtax on
individual incomes, and a residual contribu-
tion from general federal revenues. Employer
and individual taxes would raise $29 billion
in 1976. The remaining $38 billion would
come from general revenues, about half of
that replacing what current federal health
programs outlays would have been in 1976.
It is important to understand thai the
amounts we are talking about are not funda-
mentally additional to what our society now
pays for medical care: rather NHI financing
would be largely in place of current financial
payments to private health insurance com-
panies or directly to doctors and other medi-
cal practitioners. Total personal health care
expenditure in 1970 amounted to $67 billion.

It is also important to understand that the
kind of National Health Insurance proposal
we are recommending is a unique approach,
building on our current medical care system
and tallored to specific American needs. We
are not recommending adoption of socialized
medicine, as practiced in Britain and several
other European nations, with all that ap-
proach implies for government control over
health practitioners.

All the foregoing programs and recoms-
mendations assume continued diligent at-
tention to improving the quality of medical
care. NHI needs to incorporate mechanisms
for maintenance of professional standards,
licensing of facilities, periodic retraining for
practitioners, and public involvement in re-
view of the system.

Support for development of improvements
in the organization and delivery of health
resources should immediately be increased by
25 per cent—Ifrom $188 million to $235 mil-
lion—with the emphasis on benefits of the
type expected from prepald group practice.
Provision is also made for a modest expansion
of funding for bilomedical research to $l.4
billlon in 1976 In order that better quality
care will be possible in the future.

Impact of NHI on other government health
activities—Many current Tederal govern-
ment health activities—notably Medicaid,

Medicare, Maternal and Child Health Serv-
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ices, the crippled children's program, care
for merchant seamen and American Indians,
community mental health centers, and other
federally supported health center—would,
beginning in 1974, receive their financial
sustenance through NHI although in some
instances they would still require govern-
ment provided staff and facilities,

With the institution of NHI, the need for
a separate Veteran's Administration health
care network to provide care for a special
population would largely disappear (the ex-
ception would be special care for injuries
unique to warfare). Most Veteran's Admin-
istration health facilities and personnel
should convert to serving the general public;
assets could be transferred to local non-profit
groups. A particularly important dividend
from such a conversion would be broader
use of the excellent VA professional and
semi-professional mental health manpower
and manpower training facilities—both areas
of strength within the Veteran's Administra-
tion system, and badly needed nationwide.

MENTAL HEALTH

Mental health and mental retardation
services historically have been the unwanted
stepchild of the medical establishment.
Partly to compensate for this historical neg-
lect, we are singling out these services here
for speclal attention. Only during the last
decade have these services inched into the
mainstream of American health services. With
the development of effectlve community
mental health education programs, wide-
spread use of transquilizing and anti-depres-
sant drugs, extensive research, and numerous
community mental health and mental re-
tardation service programs, there has been
a reduction in the severe incidence of mental
health and mental retardation. In the area
of mental {llness alone, federal, state, and
local governmental efforts over the past 15
years have reduced the mental hospital pa-
tient load by nearly 50 percent, saving an
estimated $12 billion in care and construec-
tion costs. Of particular importance in re-
ducing the oceurrence of mental retardation
has been better care and nutrition for preg-
nant mothers and very young children.

This recent experience justifies confidence
that continued investments in such research,
education, and treatment programs will pro-
vide significant social dividends. The men-
tally i1l and mentally retarded draw heavily
upon services of other programs—specifically
welfare, vocational rehabilitation, and edu-
cation programs. Reduced occurrence of
mental illness and retardation can lead to
significant reductions In the costs of these
public programs.

While tremendous progress has been made,
not enough Americans requiring mental
health or mental retardation services are
being served. This inadequacy stems both
from insufficient funding and poor coordina-
tion between the various federal agencies pro=-
viding these services. The shortage can be met
during the next five years by: a) continued
expansion of the community mental health
center—probably double the currently
funded 500 such centers will be needed—
and mental retardation services programs, b)
expansion of mental health and mental re-
tardation services in general health facilities,
and c¢) use of Veterans’ Administration facili-
ties and personnel, now run on a total
annual budget of $339 million, to help meet
the needs of reglons surrounding the 39
communities In which they are located.

The implementation of NHI, along with
our other recommended health program
measures, would go far toward providing
basic health care, preventive as well as cura-

tive, for all Americans.
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TABLE 5:1.—HEALTH 12

[Outlays, in millions of current dollars]
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Administration

Urban coalition recommendations

Esti-
mated
97

Pro-
posed

1972 1972

1973

1974 1975 1976

Administration

Esti-
mated
1971

Urban coalition recommendations

Pro-

posed
1972 1972 1973 1974 1975 1976

Manpower training and educa-
O 1,010

Construction of facilities. ._...... 435

Community health centers and
other resource distribution

" programs .

Care for veterans, Indians, and
other special groups__

1,130
355

621
1,939

705
1, 960

1,310

2,075

1,670
320 | Biomedical research__ ...

Medicare and Medicaid ... _..._. 11,395

1,3%0
350 395

1, 520
310

| Disease prevention and control_-.

Lyl it o e e

L] e A o S | R |

970 3255

3100

5380
1100

1 405
1105 |

13,254 13,820 14,445 ...

National health insurance 4 .. _.._________.____. 3,375 57,400 60,000 64,600
1,259 1,370 1,285 1,320
239 233 210 200
599

1,340 1,375
200 200
278 280 290 100 105

19,140 19,745 24,335 61,180 63,9%0

1,440
200
110

68, 850

i Excludes health programs of the Department of Defense; specialized health activities of
NASA, the Atomic Energy Commission, and the Department of Agriculture; and foreign health

activities.

2 Because health costs are expected to rise faster than either the consumer or the Federal
ial price index was employed: 1971, 100.0; 1972,

Government price index, the following s|
105.8; 1973, 111.3; 1974, 115.5; 1975, 122.8; 1976, 129.5.

3 A substantial portion of the costs of care provided in community health centers and care for
government wards would be absorbed in these years by national health insurance.

4 Based on cost estimated supplied by the committee for national heaith insurance. Those

estimates were developed with the help of the Social Security Administration.

COUNTERBUDGET: A BLUEPRINT
FOR CHANGING NATIONAL PRI-
ORITIES 1971-76—CHAPTER 6

HON. ORVAL HANSEN

OF IDAHO
IN THE HOUSE OF REPRESENTATIVES
Thursday, May 20, 1971

Mr. HANSEN of Idaho. Mr. Speaker, I
include chapter 6 of the National Urban
Coalition’s “Counterbudget: A Blueprint
for Changing National Priorities 1971-
76" in the RECORD:

CHAPTER 6. EDUCATION

Every American leaving the public schools
must possess the communication and mathe-
matical skills required for participation in
the national economy.

Education in Ameriea is a community con-
cern. By far the major share of the cost of
the U.S. public school system is paid from
local and state taxes. Locally elected school
boards are the policy making bodies for
schools throughout the nation. Only through
such decentralized operation can the values,
aspirations, and historles of the nation's
various subcultures play the part they must
in the education of the young. But one ob-
jective of education in America is to equip
citizens to take part equally in the life of
the whole nation. The federal government 1s
the instrument which ensures the conditions
of equality of opportunity for all citizens to
take advantage of their full range of
opportunities.

The federal policies recommended in this
chapter are designed to stimulate change in
education methods, but in all cases to pre-
serve and bolster the responsibility of the
community to determine what changes will
be made and how, or to elect not to change
at all.

Our recommendations are grouped in
policy categories corresponding to four seg-
ments of the education system. These are:
(1) Early, Elementary, and Secondary Edu-
cation; (2) Higher Education; (3) Adult Edu-
catlon; and (4) the Arts and Humanities.
EARLY, ELEMENTARY, AND SECONDARY EDUCATION

A new conventional wisdom is emerging in
American education circles. Growing num-
bers of teachers, administrators, and laymen
concur in the bellef that public schools
must abandon many traditional education
forms and attitudes if today's youth are to
be prepared to particiapte fully in a modern,
technological soclety., No fundamental
agreement exists as to what ought to replace
these traditional elements.

Yet very little change and experimentation

actually are taking place in the nations’ ele-
mentary and secondary schools. There are a
few innovations based on a systematic re-
appraisal of school objectives and methods.
However, most of what is masquerading as
educational change is merely elaboration of
traditional programs and techniques.

Why have most schools behaved so cau-
tiously in the face of increasingly daring
education rhetoric?

We belleve there are two principal reasons.
To begin with, few exhortations for change
leveled at the schools have been accompanied
by proven policy alternatives: it is clearly
easier to call for better schools than fto
propose concrete steps for improving them.

Secondly, even with the introduction of
sound programmatic and methodological
alternatives to chart the future, the dis-
incentives to change currently confronting
most school administrators and teachers still
would outweigh the incentives to change.
Over the years, delicate and complex rela-
tlonships are constructed in school districts
between boards of education, school admin-
istrators, teachers and teachers’' unions and
other community institutions. Jurisdictions
and spheres of influence are painstakingly
negotiated to reduce conflict and create
stability. There is understandable reluctance
on the part of those whose positions and
prerogatives are defined by this structure to
alter it—whatever its educational merits or
liabilities—because of the friction and in-
security certain to result in the short-run.

Some critics have concluded that this
stubborn resistance to the demand for
change is possible only because of the public
schools’ monopolistic hold on education, a
position that allegedly permits them to
ignore public criticism without fear of los-
ing public resources to competitors. Educa~-
tional vouchers (a program for giving edu-
cation tax dollars to children rather than
institutions) and performance contracts
with private concerns are frequently dis-
cussed means of compelling public schools to
change or perish by breaking their monopoly
and making public education subject to the
forces of competition in the market place.

Because some public school systems per-
form admirably, and because of important
egalitarian values that only effective public
education can hope to provide a democratic
society lilke ours, we belleve the public
schools are worth saving. And in our view, no
sustained, comprehensive, nation wide effort
to produce public schools capable of filling
local and national educational requirements
has yet been attempted.

The federal elementary and secondary ed-
ucation programs recommended In this
budget constitute an attempt to define the
federal government's role in such a cam-
paign to reform public education. All of

these programs have one unifying objec-
tive: to offer communities sufficient new
incentives for innovation and experimenta-
tion to make the benefits of purposeful
change outweigh the shori-term costs of
abandoning the status quo. Only after it has
been demonstrated that the balance can-
not be tipped in favor of change would we
be willing to recommend support for alter-
natives to the present system of public
education.

DEFINING THE FEDERAL ROLE

Federal aid to elementary and secondary
education in 1971 is expected to be about
£3 billlon—Iless than 10 percent of total pub-
lic expenditures for elementary and second-
ary education in the United States. In order
to exert a major influence on the shape of
future educational development, this propor-
tionately small federal contribution will have
to be concentrated in a limited number of
critical program areas.

Management of the aggregate aspects of
the American economy is by necessity a
federal function. With enactment of the
manpower training, public-sector employ-
ment and income maintenance programs
proposed in this budget, the federal govern-
ment also will have accepted the full re-
sponsibility for matching supply and demand
in the labor market and supporting those
for whom no place can be found.

We believe this assumption of responsi-
bilities will win for the federal government
the right to insist on the inclusion of two
specific objectives on every local educa-
tion agenda:

(1) Every American leaving the public
schools must possess the communication and
mathematical skills required for successful
participation in the national economy; and

(2) Every student must acquire adequate
information and experlence in school to al-
low selection of a career objective consistent
with his abllities and aspirations and the
opportunity to pursue it through access to
college, a job-training program or a full-time
job upon graduation from high school.

EARLY EDUCATION

Approximately 50 per cent of an individ-
ual’s full intellectual development occurs
during the first five years of life—before
most children are placed in a planned learn-
ing environment. In addition, there is grow=-
ing evidence that much of what is learned
during the first five years is a necessary
precondition to later intellectual and soclal
development. By failing to provide planned,
purposeful education for many of our chil-
dren during their early years, we not only
waste learning opportunities but may destroy
future opportunities as well.

Nearly 80 per cent of the four million five=
year-olds in the nation now attend kinder-
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garten. But, of the approximately 11 million
youngsters aged two through four in this
country, only 23 per cent of the four-year-
olds, 9 per cent of the three-year-olds and
almost none of the two-year-olds currently
are enrolled in pre-kindergarten education
programs. Thus, about 75 per cent of these 11
million children will not experience so much
as one year of formal teaching during the
intellectually critical first five years of their
lives. Present federal programs, primarily
Head Start and Title I of the Elementary and
Becondary Education Act, provide pre-kin-
dergarten education to less than 5 per cent
of these 11 million youngsters.

Because all children can benefit from pre-
kindergarten education, and because many
may require formal early education to realize
their full intellectual potential in later years,
we recommend making learning programs
available to all children between the ages
of two and four on a voluntary basis, This
Is consistent with the federal commitment to
provide equal education opportunities and
with our objective of providing every Ameri-
can child with the reading and math skilla
required for economic success in our society.

Two kinds of pre-kindergarten programs
are needed: 1) full-day (10-12 hours) child
care programs for chlldren of working
mothers, and 2) shorter (3—-4 hours) pro-
grams for children with non-working
mothers. The full-day program, which would
provide care for children between the ages of
a few months and four years, would have a
large educational component; the shorter
programs, enrolling only two-, three-, and
four-year-olds, would be completely educa-
tional. We estimate the cost of a quality
full-day program for each child at 81750 a
year, and the cost of the half-day program
at $500.

Making early education available to all
children could be approached in each of
several different ways:

(A) By adding the provision of universal
free pre-kindergarten education to state and
local educational responsibilities.

(B) By establishing a state or federal
subsidy for families that cannot afford the
full cost of pre-kindergarten education for
their children.
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(C) By providing universal free pre-
kindergarten education financed entirely
with federal funds.

If a sufficient number of early education
teachers and paraprofessionals were available
to enable all 11 million children in the age
bracket two to four—as well as the 1.5 mil-
lion children under two who have working
mothers—to attend pre-kindergarten schools,
the total cost of such a program is estimated
to be $10 to $15 billion a year. This cost
would be prohibitive, given available public
resources and competing priorities, no mat-
ter which level of government assumed the
responsibility for this program. Alternative
(B) then, which would restrict subsidies to
those who could not afford to pay the full
cost of pre-kindergarten education, would be
the only fiscally feasible approach. And given
the financial problems facing most state and
local education agencies, this partial sub-
sildy program would have to be funded
federally.

In reality, we lack the training capacity
to rapidly expand the number of early edu-
cation personnel; it is estimated that only
4,000 to 5,000 pre-kindergarten teachers are
being graduated each year. Therefore, a
meaningful early education subsidy program
would have to be coordinated with a federal
plan to increase significantly the number of
pre-kindergarten teachers and paraprofes-
sionals trained each year.

We recommend spending $700 million for
student ald and institutional support over
the next five years to train an additional
80,000 early education teachers and 160,000
new paraprofessionals. This would enable us
to increase the national pre-kindergarten
enrollment for two-, three-, and four-year-
olds from the present figure of 1,3 million to
2.6 million by 1976, while raising the enroll-
ment of children of working mothers in the
ages from Infancy to two years to 500,000.
The increases would constitute a significant
step toward our ultimate objective of making
quality pre-kindergarten education available
and financially feasible for all who desire it.

The federal subsidy program we recoms-
mend would pay the full cost of early edu-
cation for children from families earning
less than $4,000 a year. Children from fam-

TABLE 6:1.—EARLY EDUCATION (PRESCHOOL)

[Outlays, in millions of current dollars]
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1lies with annual incomes between $4,00k
and $16,500 would receive a partial subsidy
determined by a sliding scale. In instances
where applications outnumber awailable
openings, preference would be given to chil-
dren from families earning less than $6,000.

We would favor placing these pre-kinder-
garten programs under the supervision of the
local public school system. Continuity be-
tween pre-kindergarten programs and ele-
mentary school appears essentlal if early
education gains are to be sustained. Further-
more, since we would be holding publie
schools accountable for providing students
with specific reading and math skills, these
schools ought to be given every opportunity
to contribute to their students' early edu-
cation. However, in those instances when a
public school system could not or would not
be responsible for providing pre-kindergarten
programs, state accredited private schools
would be eligible for federal subsidy funds.
In either case—public or private—early edu-
cation programs enrolling children with fed-
eral subsidies would have to comply with
federal desegregation requirements and in-
clude federal reading and math objectives.

Finally, it should be made clear that good
pre-kindergarten programs are no substitute
for needed improvements in elementary edu-
cation. Pre-school learning cannot take the
place of what should be learned in elemen-
tary school; it is preparation, just as what
is learned in elementary programs should
prepare a student for what he will encounter
in secondary school.

Indeed, the title “pre-school” is misleading.
We suggest that education for two-year olds
be considered the first grade. School attend-
ance would not be mandatory until the
fourth grade (what 1s now kindergarten).
But parents would be aware that children
were undergoing definite intellectual and so-
cial development during the first three grades
that should be provided for at home for
children not enrolled in early education
programs. Viewing developmental programs
for children aged two to four as early edu-
cation instead of as pre-school would do
much to helghten awareness in this country
of the importance of learning during the first
five years of life.

Administration

Urban coalition recommendations

Estimated Proposed
1971 1972

1973 1974

Development programs!_____________
Teacher training__________.
R h and I

Mok

1,492
85
62 75

1,657
132

1,639 1,864

1 Cost of child care programs and construction and facilities are merged into totals for development programs.

ELEMENTARY SCHOOL ACHIEVEMENT PROGRAM

According to the best estimates which can
be made from the limited data available,
approximately 20 per cent of the children
in the United States fail to attain the level
of literacy required for avallable employment.
In certain poverty areas, this figure reaches
75 per cent or more. More than 9 million
children now enrolled in the nublic schools
eventually will enter the labor market il-
literate unless public education in changed.

Performance figures in mathematics, the
other skill area so essential for participation
in the present American economy, are quite
similar.

There is no existing federal program de-
signed specifically to raise the reading and
math performance of all American children
to the level necessary for real economic op-
portunity. Title I of the Elementary and
Secondary Education Act does not specify
what benefits children should receive from

the programs funded. The framing of edu-
catlon objectives is left to the local school
districts. Furthermore, those Title I funds in-
vested to date in reading and math pro-
grams have had no significant measurable
impact on the reading and math perform-
ance of the great majority of students en-
rolled in these programs according to Office
of Education evaluations!

Listed below are the most frequently dis-
cussed federal alternatives for improving
reading and math skills.

(A) Granting more time and resources to
the present Title I program which seeks to
improve the education of “educationally dis-
advantaged”™ students by distributing com-
pensatory funds under a formula reflecting
the geographical distribution of school-age
children from low-income families.

1 Title I/Year II, U.S. Office of Education,
U.S. Government Printing Office, 1968.

(B) Continuing the present Title I pro-
gram with more specific reading and math
performance objectives.

(C) Transforming Title I into a program
providing strong financial incentives and op-
erational support to induce -elementary
schools with children not making sufficient
progress toward federally-defined minimum
reading and math performance standards to
formulate plans to raise the performance of
such children to at least those standards.
Evaluation of local school performance
would be by nationally devised and admin-
istered tests, and funds would be distributed
on the basis of student performance de-
ficlencies measured by those tests rather
than family income.

(D) Shifting federal attention from ex-
isting education programs to the quest for
new approaches by funding a large number
of experimental schools that eventually
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might provide new models for the public
schools.

(E) Putting federal education dollars into
programs such as educational vouchers and
private performance contracting in order to
stimulate the creation of alternative educa-
tion institutions In the private sector to
compete with and possibly supplant the
present public school system.

We reject alternatives (A) and (B) in the
belief that the present Title I emphasis on
increasing education expenditures for the
poor rather than improving the perform-
ance of all underachieving students fails to
offer the incentives for change and experi-
mentation which improved performance will
require. Also, we find the Title I assumption
that poor children should be singled out for
help because they are “culturally de-
prived"—implying that the home life pro-
vided by poor parents is qualitatively in-
ferior—a gratuitous and arrogant position
which encourages many poverty-area schools
to demand different children instead of de-
veloping different programs for the children
they receive.

We would not favor the adoption of alter-
native (E) at this time because of our
strong, previously stated preference for
strengthening the public school system in-
stead of creating a companion education
system.,

We recommend instead a new federal edu-
cation program on the elementary level com-
bining alternatives (C) and (D): a reading
and math achievement-oriented Title I with
incentives for change together with a new
federal role in developing and evaluating ex-
periments in local schools which would serve
as models for such change. The ultimate goal
of this restructured and refocused Title I
program would be to enable all groups of
children in the natlon to attain the same
reading and math performance levels, in-
dependent of geographie, cultural and eco-
nomic differences. However, our more imme-
diate objective within the five-year life of
this budget is to assure that every American
leaving the public schools possesses at least
the minimum communications and math
skills required for successful participation
in the national economy, as defined in terms
of absolute performance standards set by
the U.S. Office of Education,

Allocations of funds would be based on
reading and math achievement levels instead
of family income. Each qualifying State would
receive $300 annually for every child in
kindergarten through the sixth grade not
progressing at an acceptable rate toward
the federal minimum math and reading
standards.

To qualify for these new Title I funds, a
state education agency would have to se-
cure a comprehensive multi-year reading
and math achievement plan from each pub-
lic elementary school with eligible students
in the state. Each school’s plan—negotiated
jointly by the staff of that school, parents
from the school community, and represent-
atives from the local and state education
agencies—would have to contain specific
reading and math achievement objectives
which meet or exceed federal minimum
standards, a description of how the school
intends to attain those objectives, and cri-
teria for evaluating the success or fallure of
the plan which are acceptable to all of the
parties involved and consistent with U.S.
Office of Education guldelines.

However, for the federal government legi-
timately to hold the states and individual
elementary schools accountable for meeting
the reading and math achlevement objec-
tives in their plans, the Office of Education
would have to identify existing programs
and develop demonstration programs in pub-
lic schools able to raise the reading and
math performance of students to national
norms. Such school programs do exist in im-
poverished as well as affluent nelghborhoods,
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but not in sufficlent number or diversity to
guarantee that each new Title I school would
find a model that has succeeded in circum-
stances simllar to its own. The Office of Edu-
cation also would have to create a system of
federal support teams to disseminate Infor-
mation about successful elementary school
programs and other federal research findings
to state education agencies.

It is important to note that the federal
role of testing and model development would
not require a large bureaucracy. Technical
support for individual schools and the ad-
ministration of teacher retraining would be
strictly a state task, thereby ensuring that
the support and evaluation functions would
be performed by different groups.

The timetable for implementing this new
Title I program would be determined largely
by the dispatch with which the Office of
Education could identify and create success-
ful experimental elementary programs, We
estimate that some Title I schools would be
prepared to put achievement plans into op-
eration by 1974, while the majority would
require an additional year of preparation.
In the Interim, we recommend continuing
the present Title I program with the added
stipulation that all program funds be di-
rected at Improving reading and math skills.

We believe the Incentlves provided by this
new Title I program to change traditional
elementary education attitudes, methods and
curricula would be compelling. The addi-
tional $300 in federal funds for every eligible
student would assure widespread individual
school participation in the program. State
involvement would be secured by making
active participation a condition for receiv-
ing funds under a massive federal general
education assistance program proposed later
in this section.

However, participation in the program is
not the ultimate objective. To attaln our
real objectives, incentives to succeed also
would have to be present. Our Title I plan
would create three such incentives.

First, to qualify for Title I funds, a state
would have to agree to assume temporary
control of individual elementary schools
which fail to attain the objectives in their
achievement plans, If, in turn, the state were
unable to raise achievement In that school
to national norms over a given period of
time, the Title I funds received by the state
for eligible students in that school would be
given directly to the students in the form
of federal educational vouchers to be used
for supplementary instruction from other
sources. At that point, the state and the
local education agency Involved also would
lose a proportionate share of the federal
general education assistance money they
were recelving. Thus, the state, the local edu-~
cation agency, and the individual school all
would share a financial incentive to succeed.

Second, since failure to meet achievement
objectives would entail significant financial
losses for both state and local education
agencies, education bureaucracies would be
more likely to reward administrators on their
ability to create and direct successful
achievement programs than has tended to be
the case in the past. To the extent that this
success required changes in educational
forms and content, the current disincentives
to change operating in many school systems
would be weakened and hopefully overcome.

Third, the Title I achievement objectives
would give the public a yardstick for meas-
uring one aspect of school performance,
Elected education officials and school systems
going to the voters for additional tax rev-
enue would be under heavy political pres-
sures to attain their individual school
objectives.

Can we be sure that all participating
schools would change, and change for the
better?

It is conceivable that some participating
schools would be able to meet achievement
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objectives without abandoning present rigid
teaching patterns or altering the rest of their
education program, but we would be provid-
Ing children with important reading and
math skills previously denied them.

In fact, we believe that concerted school
efforts to teach all children reading and
math skills would bring about fundamental
and desirable changes in the entire program
of most participating schools, Pr
which In recent years have succeeded in sig-
nificantly raising student performance em-
ploy a wide variety of teaching methods and
forms of school organization. Clearly there is
no one method or technique that ensures
successful learning.

All of these programs appear to have in
common three elements: 1) specific and se-
quentially defined achievement objectives,
2) the expectation that students can attain
these objectives, and 3) regular support
services for teachers and evaluation of stu-
dent performance. Any school that ap-
proaches reading and math in this fashion
would be almost certain to depart from the
traditional practices found in most schools
with underachieving students—a departure
that would affect every phase of the school’s
operation.

Many education crities point out that
changes are needed in the area of emotional
development as well as in skill performance.
We agree. We belleve that the abilities this
program fosters—to read, to use mathe-
matics—contribute greatly to a person’s self
esteem in our society. And it is our hope that
the expectation by school officials that chil-
dren can learn, which appears to be a neces-
sary condition for meeting achievement ob-
Jectives, plus parent participation in Title I
planning, will combine to make schools more
humane.

The federal cost of giving the states 8300
for every public elementary school student
not making adequate math and reading
progress would be $2.1 billion by 1976. We
recommend providing an additional §100 mil-
lion in Title I funds to the states to help de-
velop and operate the state support teams the
Title I achievement plans require.

A federal Office of Education Evaluation,
reporting directly to the U.S. Commissioner
of Education, would be responsible for ad-
ministering reading and math achievement
tests to every public elementary and second-
ary education student in the nation at the
beginning and end of every school year. The
annual cost of this testing program would be
approximately $500 million,

Funds for the identification and creation of
model elementary programs would come from
federal education research and development
expenditures discussed later in this section.

CAREER FREPARATION FOR SECONDARY SCHOOL
STUDENTS

Belecting and securing an occupation has
become an enormously complex task in the
United States. As the demand for unskilled
and semiskilled labor has diminished, suc-
cess in the economy increasingly requires an
understanding of the labor market, a set of
specific skills, and enough basic education to
permit later retralning to adapt to changing
skill demands.

These requirements for economic success
are of recent vintage, the products of the
highly specialized and rapldly evolving
American economy of the post-World War II
period. Parents and many school counselors,
the traditional sources of career education,
no longer possess the expertise needed to
prepare young people for entry into today's
labor market. Most secondary schools, iso-
lated as they are from structural changes in
the economy, have failed to respond to this
growing gap In their students’ education,
clinging instead to anachronistic curricular
tracks and vocational programs designed for
an America of fifty years ago.

The cost to the nation’s young people of
this failure to be relevant is staggering: an
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estimated 50 per cent or more of the high
school-age youth in this country are not
securing the preparation and assistance they
require to choose and enter an occupation
commensurate with their abilities and aspira-
tions.

One of every four young persons drops out
of school before graduating, an act which
condemns an individual to compete for one
of the diminishing number of low-skill, low-
paying jobs or to endure the bitter sub-
sistence struggle of the hardcore unemployed.
Perhaps even more tragic is the plight of
the 25-50 per cent of our youth who do com-
plete high school, who play the game by
soclety's rules, only to experience the same
failure in the labor market as their com-
panions who drop out. For these young men
and women, a high school diploma is a
frustrating ruse that raises future expecta-
tlions without providing the competence to
realize those expectations,

There are two basic public policy alterna-
tives for dealing with this national problem:

(A) We can ignore the school system and
concentrate public resources on training and
employing those men and women who fall
into the pool of unskilled, unemployed labor
after failing to find a place In the economy
upon completing their formal education.

(B) Or we can attempt to stop the flow of
people into this pool of the unskilled un-
employed by restructuring the secondary
school to ensure that all students receive the
education, experience and assistance needed
to enter college, a job-tralning program or
a full-time job with a future directly upon
graduating.

Currently, it is the first course we are
pursuing. Only 10 per cent of today's high
school-age students recelve vocational tech-
nical instruction; and more than half of
these students are recelving this trailning
in home economics and agriculture. Those
in the academic curriculum are prepared
solely for college, despite the fact that many
academic students either do not go to college
or never graduate. And those pushed into
“general education”—the third and most
populated of the traditional high school cur-
ricula—are prepared for nothing,

The federal contribution to career prepara-
tion programs for the nation’s 18 million
public secondary students is expected to total
#300 million in 1971. At the same time, the
federal government will invest approximately
$1.7 billion in 1971 in manpower programs to
attempt to train and place 1.5 million people
who have been left unskilled and jobless by
the education system.

This present allocation of federal resources
makes no sense in either economic or human
terms. Tralning an adult who is likely to
have a family that must be supported during
the tralning period is far more difficult and
expensive than preparing a secondary or post-
secondary student already in school.

Therefore, we recommend adopting alterna-
tive (B) : a restructuring of secondary educa-
tion to provide every student with the in-
formation and experience he needs to select
a career objective consistent with his abilities
and aspirations and the opportunity to pur-
sue that objective through placement in a
post-secondary education or tralning institu-
tion or in a full-time job upon graduating
from high school. Career preparation for all
students would replace the traditional voca-
tional track.

Making good on these new natlonal rights
for secondary school students will require
the establishment of four separate but co-
ordinated programs:

First, the revised Title I reading and math
achelvement program we proposed at the
elementary level should be continued into
secondary school for those students still
lacking the basic education skills economic
success demands. We recommend a crash
reading and math achievement program pro-
viding $300 in federal funds for each eligible
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secondary student in the nation, a sum suf-
ficlent to finance tutorials and other highly
concentrated and individualized teaching
forms.

This new Title I secondary program, operat-
ing under the same federal procedures and
requirements as its elementary counterpart,
would cost $1.5 billlon a year by 1976. How-
ever, as the elementary program took effect
in succeeding years, this secondary effort
would be reduced greatly in slze and cost.

Second, we recommend the establishment
of a Career Education Program for all of the
nation’s 18 million public secondary stu-
dents. The objective of this program would
be to provide every young person with the
information and experience required for
realistic career planning.

On the junior high level, this program
would consist primarily of in-school explora-
tlon of career alternatives. However, in the
senior high school, the emphasis would shift
to the placement of students in work-re-
lated adult activities outside the school. Here
the objective would not be specific job train-
ing, but rather the opportunity for all stu-
dents to learn about the labor market,
employer expectations, career alternatives
and necessary educational preparation by
observing and participating in real occupa-
tional activities in the community.

We recommend funding this program with
T0-30 federal-state matching grants. To
quallfy for these grants, which would allo-
cate funds on the basis of public secondary
school population, a state first would have
to obtaln a multi-year career education plan
from each local school district, to be negoti-
ated jointly by local school officials, parents,
representatives of local business and labor
organizations, officlals of post-secondary edu-
cation and training institutions in the area,
and state education officials. Each plan
would have to contaln specific career edu-
catlon objectives consistent with federal
guidelines, a timetable for attaining these
objectives, and the means for measuring
progress toward them.

The federal government's principal re-
sponsibllity would be the identification and
development of successful career education
programs in a variety of school and com-
munity settings to serve as models for state
and local school district plans. Ongoing sup-
port to assist local school districts to attain
their objectives would be supplied by state
education agencies.

We estimate the federal cost of this na-
tional Career Education Program, including
expenditures for training and retraining
teachers and counselors, at $2.5 billion a year
by 1976.

Third, present federal vocational education
programs should be revised to complement
the other secondary education programs we
are proposing.

In the course of their career education ex-
perience, we would expect many secondary
students to discover occupational flelds
which capture their Interest. When this hap-
pens, they should be able to obtain broad ca-
reer preparation in these flelds while still in
high school. The main purpose of such career
preparation would be to provide students
with the Information and skills required for
success in the more specific tralning pro-
grams offered after graduation by employers
and post-secondary schools. For example,
students interested in the health fleld would
all benefit from courses in physiology and
laboratory practices, whatever their specific
health career objectives.

Therefore, we recommend using current
federal vocational education funds to en-
courage states to develop these broad career
preparation programs to replace many of the
present narrow-skill programs.

In those remaining instances In which spe-
cific skill training can be delivered most effi-
clently while a student still attends high
school, precautions must be taken to ensure

16471

that this training will adequately prepare the
student for a real place in the economy upon
graduation. Too many present vocational
education programs—particularly those in
home economics and agriculture—are unre-
lated to the needs of the labor market.

In order to guarantee relevance in both the
broad career preparation and the skill pro-
grams, we urge federal guidelines requiring
the participation in formulation of wvoca-
tional course plans of employers and educa-
tional institutions who are expected to re-
celve the graduates of these programs. The
skill programs also would have to include
provisions for actually placing students in
related jobs upon satisfactory completion of
the tralning provided.

Fourth, we recommend the creation of a
federally financed career placement program
operating in all of the nation's public senior
high schools to ensure that every graduating
student has the opportunity to enter a col-
lege, a job training program, or a full-time
Job with a future immediately following
commencement. This is the final bridge we
propose building between the public school
and the world for which it presumably is
preparing its students.

Placement programs departing from pres-
ent guidance and counseling methods cur-
rently operating in a few school districts
around the country have demonstrated that
virtually all of the students in a senior class
can be placed within four months of gradu-
ating at a cost of less than 875 per student.
In the program we are proposing, schools also
would be required to maintain contact with
their graduates for a full year following ini-
tial placement.

We estimate the federal cost of this place-
ment program at $283 million a year by 1976.

Like our proposed elementary programs,
these four secondary school-oriented pro-
grams are designed to attain a limited federal
objective. However, in implementing these
career-oriented proposals to break down the
barriers between the school and the adult
community the high school graduate even-
tually must enter, we also believe the fed-
eral government would be providing the
framework and incentives for Introducing
more relevance into the entire secondary pro-
gram and for replacing the present rigid cur-
ricular system with a more flexible and func-
tional structure.

OTHER SPECIAL IMPACT PROGRAMS

Education for the Handicapped: At present,
40 per cent of the six million handicapped
children in the nation between the ages of
6 and 19 are receiving special education serv-
ices. We recommend expanding current pro-
grams to increase the proportion of children
served to 60 per cent by 1976. This will re-
quire training 40,000 teachers for the handi-
capped each year for the next five years. The
total cost to the federal government of ex-
panding school programs and teacher train-
ing would be $183 million a year by 1976.

Indian Education: We recommend that the
Bureau of Indian Affairs spend £1,000 for
each of the 62,000 Indian pupils enrolled in
the Bureau’s schools, and an additional
$3,000 per pupil for the 61 per cent of these
pupils enrolled in boarding schools. We also
strongly support the recommendation of the
Carnegle Report that control of Indlan edu-
cation be transferred to Indian communities
within five years. We estimate the federal
cost of Indian education at 216 million a
year by 1976.

Desegregation Assistance: The maclal in-
tegration of students In elementary and
secondary schools must remain a national
goal of the highest importance, both because
it is right in a soclety committed to equality
and because it is beneficial to all of the
students involved if implemented thought-
fully. We therefore support President Nixon's
proposal to provide $1 billion in federal funds

to assist school districts in the process of
desegregating their education systems. To
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ensure that these funds are carefully and
constructively used, we recommend spread-
ing their expenditure over the next four
years.

Bi-Lingual Education: We recommend
greatly increasing federal funds for bi-lin-
gual education from the 1971 figure of $25
million a year to $58 million in 1976. Effec-
tive bi-lingual education is not a one way
street in which only non-English speaking
children are taught English; a program also
must teach English-speaking children to
understand and respect the language and
culture of the non-English speaking peoples
with whom they live.

Nutrition and Health: Malnutrition and
poor health are unacceptable in a soclety
as advanced as ours, They also are serious
obstacles to learning. Therefore, we recom-
mend the enactment of a new title in the
Elementary and Secondary Education Act to
provide every poverty area elementary and
secondary school with federal funds to hire
a staff person whose sole responsibility is to
ensure that existing public nutrition and
health programs are avallable to meet the
needs of the children in that school.
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Research and Development: Under the new
programs we recommend for early, elemen-
tary and secondary education, the federal
government would assume responsibility for
identifying and developing successful pro-
grams in a number of different educational
areas to serve as models for schools attempt-
ing to lmprove their own programs. This new
responsibility, along with an increased com-
mitment of resources for baslc education
research, would raise annual federal research
and development expenditures for early, ele-
mentary and secondary education to $500
million by 1976.

General Education Assistance: In order to
help states and localities close the growing
gap between education expenditure needs
and revenues, we recommend initiating a
program of large-scale federal general edu-
cation assistance to the states. These block
grants, which would total $4 billion a year
by 1976, could be used for whatever edu-
cational purposes the states and localities
desired.

However, to be eligible for this federal
assistance, a state would have to meet the
following conditions: 1) a state would have

TABLE 6:2.—ELEMENTARY AND SECONDARY EDUCATION

[Outlays, in millions of current dollars]
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to assume at least 556 per cent of all non-
federal elementary and secondary education
expenditures; 2) kindergarten attendence
must be mandatory; 3) a state would be
responsible for ensuring that all public
schools with eligible children participate in
the new Title I program we proposed, and
4) a state would be prohibited from passing
through federal assistance to local school
districts, which fail to allocate resources
and services equitably between schools in
a district.

Funds would be distributed to the states
on the basis of school population, state need,
and state and local revenue-raising efforts.
States would be required to allocate the
funds equitably among their local school
districts taking into account need. This in-
clusion of need as an allocation factor would
ensure that localitles now receiving impact
aid (aid to school districts In areas with
large amounts of non-taxable federal prop-
erty) would qualify for a relatively larger
share of the general assistance money. The
change would permit termination of the
present Impact ald program.

Administration

Urban coalition recommendations

Estimated, Proposed,
1971 1972

1973 1974 1975

Elementary reading-math achievement (title 1)_.
Secondary reading-math achievement (title 1)
Career preparation.

Staff development

Impact aid 2___
Health and nutri
R h and devel

1] R T S

| TR T R,

1,275 11,415

5T
500
625

3,513 3,858

4,306 8,577

hari 1

heduled to be impl

ed Jan. 1,

i Included in administration’s revenue
972,

II. HiIGHER EDUCATION

Like so much in contemporary American
life, higher education in the United States is
both enormously successful and profoundly
troubled. By providing intellectual excellence
and creative scholarship in a system of mass
education which accommodates 40 per cent
of the nation’s college-age population, our
institutions of higher learning serve as the
model of the democratization of higher edu-
cation. At the same time, partly as a result
of their rapid development and democratiza-
tion, our universities and colleges are being
torn today by the most basic conflicts over
purpose, power and structure.

The issues and questions raised by this
dialectic of success and difficulty are central
to the development of American higher edu-
cation and, consequently, critical to the fu-
ture character of our society, The central
responsibility for resolution of these issues
must be accepted by the universities and
colleges themselves, in some cases alded by
the states and localities which provide the
major share of their financial support. The
federal government, though, must contrib-
ute to the solution of these problems by
structuring its higher education assistance
programs in ways which nurture movement
toward improvement and innovation in areas
such as:

Struetural organization. The tradlitional
four year B.A, program increasingly seems an
inappropriate frame of reference for many
seeking higher education. Federal assistance
should foster attempts to develop wider di-
versity of structures, including such forms
as the Urban Grant University, one- and two-

year degree programs, and continuing and
vocational education.

Resource utilization. Enormous capital,
technological, and human resources are in-
vested In the higher education system. For
the most part, these fixed resources are in-
completely and inefficlently utilized. Federal
assistance programs should require innova-
tive approaches (such as full-year and full-
day use of facilities) to improve resource
utilization.

Access, For a variety of reasons, all Amer-
icans do not enjoy equal opportunities to re-
celve higher education. Minority applicants
still are stymied by discrimination in college
admission and loan approval policies at some
institutions. Many intellectually qualified,
but financially poor students are unable to
obtain the funds needed to pay for higher
education.

It is our contention that the two prin-
cipal federal objectives in the area of higher
education during the next five years should
be: a) ensuring equality of access to insti-
tutions of higher education, and b) expand-
ing the capacity of those institutions to
handle rapidly increasing enrollments.

Direct Student Aid: Increased student aid
i1s necessary to ellminate the economic
barriers which still prevent many qualified
students from recelving the benefits of
higher education. Currently 48 percent of
all college students come from families In
the top income quartile in the nation while
only 7 percent come from the bottom quar-
tile. The chance that a student in the top
half of the income range will go to college

1 Included in general education assistance.

is three times as great as for one from the
bottom half.

There are two alternative federal
approaches for ensuring equal access to
higher education:

(A) Directing federal financial assistance
primarily to students prevented from attend-
ing college by inadequate incomes.

(B) Federal financing of the full cost of
higher education for all Americans wishing
to enter college, regardless of income,

Alternative (B), federal financing of uni-
versal higher education, is certainly consist-
ent with our belief that higher education is
a national resource of major importance.
However, we estimate that such a program
would cost $35-$40 billlon a year by 1976—
& prohibitive price given the amount of fed-
eral resources we expect to be availabe dur-
Ing the next five years.

Therefore, we recommend the first alter-
native, concentration of a smaller number
of federal dollars primarily on those students
who otherwise could not afford to pursue an
education beyond high school. Since the
much-discussed proposal of federal tax
credits for education expenses would benefit
higher income families relatively more than
lower income families, we reject it outright.
Instead, we counsel relying on more direct
forms of student aild such as scholarships,
work-study grants, subsidized loans and
guaranteed loans.

In the past, the major emphasis of federal
student aid has been focused upon students
from lower and middle income families
through a mix of scholarships, Educational
Opportunity Grants and work-study pro-
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grams. The present Administration has sen-
sibly attempted to increase the absolute
amount and percentage of scholarships and
subsidized loans to needy students, while
restricting those in higher income brackets
to loans which the government simply
guarantees against default.

We recommend that this shift in emphasis
be continued and accelerated to provide $2.2
billion in total aid by 1978 to needy students
(those from families with earned incomes
below #8,5600), a 350 per cent increase over
current outlays.

This amount of federal assistance in the
form of Educational Opportunity Grants,
work-study grants and direct loans would
enable approximately 1.6 million low-income
students to receive an average of $1,250 a
year in ald; today roughly one million low-
income students receive an average assist-
ance allotment of only $450.

Students whose family income is above
8,500 should be aided through federally
guaranteed loans obtalned from private
lenders (students from low-income families
would also be eligible for such loans). Dur-
ing 1969-70, tight credit markets made it
dfficult for many students to obhtain these
guaranteed loans. To remedy this situation,
the Administration has proposed creation of
a National Student Loan Association
(NSLA).

The NSLA would play substantially the
same role in student loans as the Federal
National Mortgage Association does for home
loans (i.e., buylng loans made in the private
sector, thus making more money available
for additional private sector loans). Student
loans would be made at market rates of
interest, but NSLA, after purchasing the
loan, would charge borrowers no more than
T per cent interest. It 1s estimated that NSLA,
purchasing new loans at an annual rate of
82 billion, would have £9 billion in guaranteed
loans in its portfolio by 1976. This $9 billion
could provide 4.5 milllon students with
guaranteed loans averaging $600.

We also recommend that students be glven
the choice of repaying the NSLA through
two different mechanisms:

(A) By repaying the actual value of the
loan, plus interest over a specified number
of years in the conventional manner; or

(B) By agreeing to pay a small (but fixed)
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percentage of their annual income for every
$1,000 of debt incurred.

The latter form of payment might prove
particularly attractive to students from poor
families since it would greatly diminish
their fear of not being able to repay debts
incurred to finance their education. The same
approach might also prove attractive to uni-
versities since it might more readily make
possible increases in tuition charges up to a
level more fully approximating the total cost
of student’s education.

Institutional Aid: The student aid pro-
grams we are recommending should induce
an even greater number of students to enroll
in college than is currently projected. The
increased enrollment will exacerbate the fi-
nancial crisis already facing many colleges
and universities. Costs of instruction and
operating costs will continue to rise faster
than tuition receipts. Additions of buildings
and facilities also will be needed. The Car-
negie Commission has recently reported that
state and local governments will be unable
to provide much additional support for
higher education institutions. Many private
institutions are already suffering from the
inability to coax higher contributions from
alumni and the private sector.

Therefore, we recommend that the federal
government reverse its recent trend away
from institutional support, increasing its as-
sistance from $850 million in 1971 to about
$1,100 million in 1976 (excluding aid to
medical schools). Particular attention needs
to be given to the astronomically growing
network of community colleges.

As the total amount of institutional aid
grows, the form of that aid should change in
order to improve educational access. Cur-
rently, about 60 percent of federal institu-
tional support is in the form of construction
grants or loans and 40 percent in grants for
general operating purposes. We recommend
that these proportions be reversed. General
operating grants should be provided to ell-
gible institutions in the form of a cost of
education supplement on a dollar-for-dollar
matching basis with Education Opportunity
Grants. Those institutions enrolling students
receiving Educational Opportunity Grants
would automatically receive matching insti-
tutional aid. Colleges and universitles would
have a financial incentive to recruit qualified
low-income students. Small absolute de-

TABLE 6:3.—! HIGHER EDUCATION
[Outiays, in millions of current dollars]
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creases in construction assistance are merited
because universities are most readily able to
raise funds privately for this purpose. All
federal higher education construction assist-
ance should incorporate incentives for im-
proved utilization of facilities.

Research: The federal government cur-
rently supports 756 percent of all university
research. Of the $500 million in federal funds
proposed for university research and train-
ing in 19712 about $350 million (70 per-
cent) is for academic research, $101 million
for teacher training, and $48 million for
educational research.

We recommend holding the total amount
of federal support for university research
constant over the next five years in real dol-
lar terms. But we belleve funds for academic
research should be reduced by $200 million;
the $200 million should be reallocated to
educational research ($50 million) and re-
search in teacher training ($150 million).

Vocational Education: The two-year com-
munity college is the educational institution
best situated to provide career training to
high school graduates and members of the
labor force seeking new occupational oppor-
tunities. Yet most of these schools continue
to favor courses that prepare students to
transfer to four-year colleges rather than
career-orlented programs, while, only an
estimated 15 percent of all students entering
community colleges ever transfer to four-
year schools.

In order to stimulate the rapid growth
of vocational education programs in com-
munity colleges, we propose to do the fol-
lowing: a) expand federal vocational educa-
tion assistance to post-secondary institutions
from the present level of $125 million a year
to $400 million a year by 1976; and b) give
preference to community colleges emphasiz-
ing career preparation programs when dis-
tributing direct federal assistance rather than
to institutions of higher education, except
when college transfer courses are essential to
fill an educational void in a particular area.
Federal guidelines also are needed to ensure
that vocational programs in publicly sup-
ported post-secondary schools correspond to
the realities of the labor market.

2 Excluding outlays for biomedical research,
which are examined in Chapter 5.

Administration

B

Urban coalition recommendations

Estimated posed
19 1972

1973 1974

Direct student aid______
Institutional aid
Research___________._____
Vocational education. .. _...

2,762
699
566
200

3,177 3,877
935 1,014
572 582
250 300

4,227

4,934 5,773

IOI. ADULT EDUCATION

Education traditionally is regarded in this
country as an exclusive right of children and
young adults. When Americans acquire the
responsibilities of a family and a job, they
tend to assume that the opportunity for
further formal learning is automatically for-
felted. This prevalling view of formal educa-
tion as a youth activity is particularly dam-
aging at a time when so many Americans
already in the labor force are beginning to
realize that more education is the key to
protecting themselves against technological
obsolesence and to improving their economic
and social standing.

Therefore, we recommend an expanded
federal adult education program with two
major objectives:

Is, which are covered in health chapter.

First, more Americans who are vocationally
handicapped by deficlent language, reading
and math skills should have access to adult
baslec education courses. Because of the sta-
tus higher education enjoys and because
many men and women in need of basic edu-
cation assoclate public elementary and high
schools with past academic failings, adult
basic education should be offered by com-
munity colleges and local universities when-
ever possible. More operational research is
needed to develop better ways to convince
people to enroll in such programs. Federal
support for these programs should increase
from $80 million In 1971 to $150 million in
1976.

Second, support for continuing education
should be revamped to assure coordination

with the increased emphasis on career up-
grading recommended in Chapter 2 for man-
power training programs. As a result, outlays
for continuing education can be sharply re-
duced in 1972. We recommend the estab-
lishment in 1973 of a program to encourage
people already in the labor force to seek
further vocational training. This program
would seek to build bridges between com-=-
munity colleges—and other post-secondary
institutions which provide career training—
and working men and women desiring new
occupational opportunities. Funds would be
used to Inform adults of existing vocational
programs and to provide incentives to post-
secondary institutions to develop accessible
courses for different segments of the working
population.
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TABLE 6:4.—ADULT EDUCATION

[Outlays in millions of current dollars]
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Administration

Urban coalition recommendations

Estimated Proposed
1871 197

1873

BasiC. . —-.-aii-at

83
171
442
29

1,425

1 Other includes support for training of federal professional employees and foreign | d

Smithsonian Institution and the Library of Congress, and several other miscellaneous educational activities.

IV. ARTS AND HUMANITIES

We recommend long overdue increases in
public support for the arts and humanities—
increases that are essentlal if we wish to im-
prove the quality of life for many Americans.
This would mean increased grants to a high-
1y diverse spectrum of professional American

artists and cultural ensembles, with particu-
lar attention to ralsing performers’ salaries
to a level demonstrating acceptance of the
“arts” as a valid occupation. A larger commit-
ment of federal funds also would permit the
accelerated development of community the-
atre, art and dance projects as well as an

TABLE 6:5.—ARTS AND HUMANITIES

[Cutlays in millions of current dollars]

| institutions, assistance to educational institutions in foreigncoun tries, support of the

expanded public broadcasting program. We
recommend that federal support of the arts,
humanities, and broadcasting increase four-
fold—from #66 million to $280 million—dur-

ing the coming five years.

Administration

Urban coalition recommendations

1973 1974

Public broadcasting....

80 105
46 48
64 77

190 230

TABLE 6:6.—EDUCATION

|Outiays, in millions of current dollars]

Administration

Urban coalition recommendations

Estimated Proposed,
1971 1972

1974

Early education (preschool).........o.....-.
Elementary and secondary education.

Higher education !

Adult education___.....

Arts and humanities

425
3,858
4,221
1,425

140

1,864
7,539
5,773
1,370

230

10, 075

12,334 16,776

1 Excludes outlays for medical schools, which are covered in health chapter.

COUNTERBUDGET: A BLUEPRINT
FOR CHANGING NATIONAL PRI-
ORITIES 1971-76—CHAPTER T

HON. HOWARD W. ROBISON

OF NEW YORK
[N THE HOUSE OF REPRESENTATIVES

Thursday, May 20, 1971

Mr. ROBISON of New York. Mr,
Speaker, I include Chapter 7 of the Na-
tional TUrban Coalition's “Counter-
budget: A Blueprint for Changing Na-
tional Priorities 1971-76" in the RECORD:

CHAPTER T. FiscaAL RELIEF FOR STATES
AND LOCALITIES

There is ample evidence that inadequacy
of state and local services is today a contrib-
uting factor in the decline of many areas.

Our large central cities are now caught in
a financial crisis, Many of them may be un-
able to meet their present expenses. Rising
costs and an increased demand for services
in the face of a shrinking revenue base have
brought about this imminent disaster. The
revenue base has diminished as Jobs and
middle-income familles have left the inner

city for the suburbs, and it has been difficult,
if not impossible, for the central city to tap
wealthler suburbs for revenue.

Cltles rely on the property tax for the bulk
of their revenues. As inner city property has
declined in value, rates have had to be in-
creased. The property tax is now both over-
burdened and inequitable. In order to help
meet this crisis, federal and state ald to cltles
was increased by more than 400 per cent be-
tween 1056-1968, yet such aid still amounted
to only 23 per cent of city revenues in 1968,
compared to 156 per cent in 19556

States, too, have seen drastic increases In
expenditures over revenues. The dilemma of
states is due partly to their unwillingness
to tax themselves either adequately or fairly.
Although 41 states now have individual in-
come taxes, only $7.6 billlon—less than 20
per cent of total state revenue—was col-
lected from that source in 1969. General and
selective sales taxes accounted for $24 billion
of state revenues in that year. Most state tax
revenues are collected from taxes, llke the
general sales tax, which are not progressive
in their impact.

1Years are federal
otherwise stated.

fiscal years unless

The federal government collects about 11.5
per cent of all personal income in income
taxes, while states collect only one per cent
of personal income. If state income taxes had
averaged three per cent of personal income
in 1969, states would have collected an extra
£15 billion.

STATE AND LOCAL REVENUE AND EXPENDITURE
PROJECTIONS

Estimates of state and local expenditures
and resources between now and 1976 repre-
sent little more than guesswork. Since 1965
there have been at least six studies projecting
state and local expenditures and revenues for
1975.2

These projections vary wildly. Yet the
variations are the result of sober and reason-
able differences in baslc assumptions (such
as the rate of growth of the economy and
the probable increase in prices), evaluations

2 These studies were conducted by Professor
Dick Netzer in 1965, the Joint Economic Com=-

mittee in 1966, the Tax Foundation in 1966
and agaln in 1968, the Committee for Eco-
nomic Development in 1968, and Willlam
Robinson in 19869. SBince all these use 1975
rather than 1976 as the year for their projec-
tions, we have also used 1975.
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of the effects of federal grants (the extent to
which they stimulate or replace state and
local spending), and estimates of how much
state and local services will be improved and
expanded.

The most recent study, that of Willlam
Robinson of the Office of Budget and Manage-
ment, is one of the few which projects ex-
penditures to cover not only increased needs
but some of the needed improvements in
state and local services as well.

There is ample evidence that inadequacy of
state and local services is a contributing fac-
tor in the decline of many areas. For instance,
poor city schools are driving middle-income
families to the suburbs; archaic transporta-
tion systems are choking business and indus-
tries in the cities; and starvation-level wel-
fare programs are forcing people to leave
rural areas. These areas cannot be rescued by
slight increases in past levels of service.

Robinson has set an “aspiration level”
for the scope and quality of education and
welfare and has projected the costs of achiev-
ing this level. We have used Robinson's fig-
ures for the two services he projected
(welfare and education) and, using a rather
simpler form of his calculation method, set
aspiration levels?® for other state and local
services. Assumptions as to population
growth, GNP growth, and price increases are
those used throughout this report. Thus we
project total state and loecal expenditures
for 1975 at $252 billion.

Robinson projects 1975 revenues from state
and local taxes at $108.7 billion, assuming
no change in present tax laws. He estimates
fees and charges will account for an addi-
tional $34 billion, while increase in net debt
will total §15 billion. State and local reve-
nues, excluding federal grants-in-aid, will
total $157.8 billion in 1975, or $94.2 billion
less than projected expenditures. Assuming
the present level of federal grants-in-aid to
states and localities is maintained ($30 bil-
lion),* the state-local revenue gap would be
approximately $67 billion.

SUGGESTED ALTERNATIVE APPROACHES

The policies and actions of the federal
government can determine, to a great extent,
whether state and local governments will he
able to meet the challenges the projected
revenue gap represents.

3 Clearly aspiration levels ought to be the
relevant base for calculating expenditures.
By projecting expenditures at the present
level of inadequacy (or even at the same rate
of quality increase) we would render the
revenue gap an Innocuous problem. States
and localities could always avold a revenue
gap by keeping expenditures down and by
providing less adequate services than previ-
ously provided (or services that do not im-
prove at the same rate as previously
established).

Following Robinson’s method we have cal-
culated the average annual rate at which
various government services improved from
1962—67, measured by the increased in ex-
penditures not accounted for by population
and price changes. This rate was then dou-
bled to project the expenditures we estimate
will be required for state and local govern-
ments to provide adequate services for these
purposes in 1976.

We then added expenditures for pre-school
education and pollutlon control, services
which states and localities were not providing
to any significant extent during 1962-67 but
should be providing by 1975. We estimated
state and local expenditures of about $15
billion yearly by 19756 would be necessary to
achieve high quality pre-school and pollu-
tion control programs.

¢« Not adjusted for price increases.
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Clearly the single most important federal
responsibility is to ensure a healthy and
growing economy. Economic growth alone
accounted for 556 per cent of increased state
revenues between 1966-68; the remainder
resulted from new and increased taxes,
mainly sales tax. Under the conditions of
full employment assumed for 1973 and there-
after, state and local jurisdictions would re-
ceive a 86 billion annual “fiscal dividend"
from economic growth with no change in
taxes or rates.

The federal government can also intervene
directly in state and local financing in a
variety of ways. The major mode of federal
assistance has been grants for specific pur-
poses (categorical grants), usually hedged
with requirements to ensure that the federal
funds do not supplant local funding (main-
tenance of effort) and that the recipient
government contribute some part of the total
cost of the funded program (matching
money). Such assistance has the effect of
greatly increasing the services offered
through local governments, and increasing
their expenditures.

Still more federal efforts are mneeded to
relieve state and local fiscal problems and a
variety of new modes of providing relief have
been proposed. Following are the major op-
tions, some of which could be combined into
a larger package.

Revenue Sharing: A number of ideas on
revenue sharing have been advanced; gen-
erally all entall distributing a set percentage
of annual federal revenues directly to states.
The recipient state would be required, in
turn, to pass some of these funds directly to
incorporated jurisdictions within its bound-
arles. The Administration’s 1970 proposal
would have provided states with $5 billion
annually by 1876, approximately 30 per cent
of which would go directly to local govern-
ments. This would provide a mere pittance
to the large citles most in need. Under this
proposal, for example, Philadelphia, whose
expenditures will be well over §1 billion by
1975, would receive $21 million—or less than
2 per cent of its budget—Iin revenue sharing.
Chicago would receive about the same
amount, while Los Angeles would recelve $18
million, Detroit—$13 million, Seattle—84
million, and Indianapolis—$3 million.

It would, of course, be possible to structure
a revenue sharing program which would pro-
vide money directly to cities rather than
states.

Block Grants: The federal government
could appropriate an amount of money
yearly for cities and states in addition to
present grant-in-ald funds. The block grant
could be used at the discretion of the re-
cipient government for a variety of purposes
within broad federal guidelines. Currently
most federal grants are categorical—they can
be utllized by reciplents only for specific
functions set forth in law (e.g., Medicaid,
vocational rehabilitation, compensatory edu-
cation, etc.) . The Model Cities program, how-
ever, does provide citles with some discre-
tionary funds.

Ezpansion of present categorical grant
programs: The federal government could
increase the funds of a large number of cate-
gorical grant programs to states and locali-
ties and institute new programs for specific
purposes as needed. This would ensure ad-
herence to national guidelines, but would
severely limit local discretion and applica-
tion of funds to purposes other than those
specifically designated in legislation. A varia-
tion would be to consolidate varlous cate-
gorical grants in a functional area (man-
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power, education, etc.) thereby providing
states and/or cities with a block grant for
each area. Total funding for the functional
block grants could also be increased to ex-
ceed the sum of varlous previous program
grants,

Assumption of costs: The federal govern-
ment could completely fund program costs
which are now partially borne by states. The
two most important candidates for federal
assumption of costs are public assistance and
health (Medicald) programs, both of which
have proved quite expensive to states., As-
sumption of welfare and health costs would
save states about $11 billion in 1876. At the
same time a general ald program for edu=-
cation would relieve both state and localities
of a part of their most severe burden. Locali-
ties, which currently finance more than 50
per cent of public school costs, would be
greatly alded if states were to assume a much
greater portion of these costs, a result which
could be encouraged through federal incen-
tives attached to a general aid program.

Tax Credit: States and localities find it
politically difficult to make use of income
taxes, partly because of the high federal in-
come tax on thelr cltizens. A tax credit allow-
ing citlzens to subtract a percentage of their
state and local income tax fro~ thei: federal
income tax liability would greatly encourage
states and localities to make better use of
their own revenue base. Alternatively, in order
to avoid simply subsidizing citizens rather
than governments, the federal government
could provide a grant to states and/or locali-
ties equal to a percentage of total state or
local income tax revenues.

The recommendations in this report, if
implemented, will affect state and local gov-
ernments, and the problems they face, in
several ways. For instance, the reduction in
defense expenditures will create temporary
unemployment, which will strain state and
local resources; special provision is made
for federal assistance to such affected areas.
(See chapter 3) Other recommended federal
actions will have such long-term eflects as
improving the health of the nation and re-
ducing crime (by relleving some of the con-
ditions causing it), which will eventually
lighten some of the burdens of state and
local governments.

But probably the major effect of the imple-
mentation of this budget would be to increase
the responsibilities of state and local govern-
ments for providing a higher quality of
services.

Several recommendations of this report
would have immediate effects on state and
local governments—on the scope of thelr
responsibilities, the quality of their services,
and their ability to finance their activities—
and have been designed with these effects in
mind.

These recommendations, summarized be-
low, comprise this budget’s “package” of as-
sistance to state and local governments. They
affect the finances of these governments in
the following ways: by supporting the condi-
tions for economic growth; by increasing
present federal grants-in-aid; by taking over
some program costs presently borne by states
and cities; and by providing direct federal
assistance to states and local governments.,
The net impact of these recommendations
will nevertheless leave a substantial require-
ment for new funds from state and local
revenues, As will be seen from analysis of the
assistance package, certain measures are de-
signed to encourage and assist states and
localities to make use of more equitable
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forms of taxation, particularly the graduated
income tax, as well as to Increase their
revenues,

Following are the major elements of the
state and local assistance package.

Federal assumption of all state and local
costs of present federal public assistance
programs and Medicald (about $8 billlon
in 1971). Both programs now flow entirely
through state and local budgets. Under our
recommendations the federal government
would not only assume full costs but would
provide assistance directly to reclpients.
State and local expenditures would be re-
duced by some $20 billion, but nearly 50 per
cent would be offset by the disappearance of
£9 billion direct federal aid for public assist-
ance and Medicaid.

Federal assumption of a portion of state
and local education costs through a general
aid to education program, which would pro-
vide about $4.0 billion by 1976 (see Chap-
ter 6). General ald to education would be
available only to states which provided at
least 55 per cent of the revenues ralsed by
the state and its localitles for public ele-
mentary and secondary education (presently
only 18 states meet this criterion; the aver-
age state share of state-local education costs
is 44 per cent). The formula distribtuting
the funds should be based on need (popu-
lation and per capita income) and state
share of education cost (the higher the
state’s share relative to other states, the
greater the funds received). The require-
ments and incentives built into this program
for the states to assume a higher portion of
education costs would result in reduced
pressure on the over-burdened local property
tax.

An increase in funding for a variety of
present grant-in-aid programs to states and
localities. Presently federal aid to states and
localities amounts to about $30 billion, $10.0
billion of which is for Medicaid and public
assistance. We have already noted that under
our recommendations the federal govern-
ment would take over all state and local
spending for these purposes (see Chapters
2 and 5). If federal aid (minus Medicaid and
public assistance) were to be maintained at
present levels it would amount to $20.0 bil-
lion in 1975. Our recommendations in this
report would, by 1875, increase federal
grants-in-aid to states and localities (exclud-
ing revenue-sharing, general ald to education
and model cities, which are discussed) to
$39 billion, nearly a doubling of the present
amount,

A revenue sharing plan which would auto-
matically distribute 0.5 per cent of personal
income ($5.4 billion by 1976) back to states
which, in turn, would be required to pass 50
per cent of the funds directly to localities.
The funds could be used for any legal pur-
poses. However, only states with graduated
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state income taxes (36 currently) would be
eligible to receive funds. The formula dis-
tributing the funds among states would be
based on need (population and per capita
income), tax effort (states with a high ratio
of revenue raised through taxes to state per-
sonal and corporate income would receive
more funds), and reliance on state income
tax (states which relative to other states
collect a high portion of their tax revenue
through the income tax would receive a
greater share of funds). The last two criteria
would be of particular importance.

An expanded Model Citles program (1.8
billion yearly by 1976) which would focus
on the entire city rather than on only one
neighborhood. Unlike money municipalities
receive from revenue sharing, model cities
funds would only be used for new program
purposes and not for operating costs of on-
going programs., Entire metropolitan areas
ought to be eliglble to submit applications
as an incentive for greater metropolitan plan-
ning and coordination. 60 per cent should be
required to be spent, as a minimum, in low-
income neighborhoods.

Altogether these measures would reduce
the state-local revenue gap from $94 billion
to $17 billlon. States and localitles must
either forgo this $17 billilon of needed ex-
penditures or raise it through their own reve-
nue systems. Approximately a 15-20 per cent
increase in state and local revenues over that
projected under present laws and rates will
be necessary. We have suggested In our
recommendations for providing fiscal relief a
variety of strong incentives for states and
localities to undertake badly needed reform
of their tax systems, Without more equitable
tax systems, prospects of ralsing $17 billion
of added revenues are dim.

TABLE 7:1.—STATE-LOCAL REVENUE GAP, 1975

[In billions of dollars

State and local expenditures. . _ -
State and local revenues, excluding federal aid
Revenue gap (assuming present tax laws and rates)_ ..

Federal aid:
Assumphun of all State and local expendltures for
and public

Remaining revenue gap

Federal grants-in-aid to States and localities, main-
tained at 1971 levels (excluding aid for Medicaid
and public assistance).

Remainin
Additional

revenue ga 46.2
Federal grants in-aid recommended._.. 19.0
Remaining revenue gap_........... 27.2
Fiscal relief programs:

Revenue sharing

Remaining revenue gap....._....
General aid to education . ... ooooeen.

18.5

Remaining revenue gap........ A

Model cities (new funds). .. __.....

TABLE 7:2—FISCAL RELIEF TO STATES AND LOCALITIES

Outlays, in millions of current dollars]
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Remaining revenue gap..__.._._...
New State and local taxes needed.

Totl = ...

17.2
12.2

The total amount of direct federal aid to
states and localities (categorical grants and
fiscal relief programs) would rise to $52.2
billion in 1976, a $20 billion increase over
1971 ald.” Recommended federal aid to states
and localities would amount to $51.5 billion ®
in 1972, compared to the Administration’s
estimate of $38.3 billion.

STATE AND LOCAL BORROWING

About half of all state and local capital
spending is financed through borrowing in
the tax-exempt securities market. However,
it has become increasingly difficult for state
and local governments to obtain such funds.
Interest rates on municipals have soared from
3.18 per cent in 1962 to over 6.5 per cent in
1970. As a result, some jurisdictions were
unable to borrow funds since interest rates
exceeded the celling they were legally al-
lowed to pay; others hesitated to borrow be-
cause of the high cost of repayment.

Nonetheless, state and local capital out-
lay needs are projected at $56 billion in
1976 compared to $34 billion in 1971. This
suggests a need for approximately $28 billion
of long-term municipal financing in 1976, an
increase in net long-term debt of $13 bil-
lion over 1975 levels. While interest rates
on municipals are likely to fall from their
present levels, it is impossible to forecast
with precision where they will come to rest.
A gross estimate is that rates will be be-
tween 4.5 and 5.6 per cent by 1976. We recom-
mend that the federal government provide
subsidies to states and localities equal to
one-half the difference between market in-
terest rates and 5 per cent. We assume that
these subsidies will be necessary for new
issues of municipals through 1974. Subsidy
payments would, of course, continue for the
life of the loan.

5 The 1976 total does not include any fed-
eral ald for public assistance or Medicald,
silnce these programs would no longer be in
existence. They would be replaced by a cash
assistance grant program and National
Health Insurance, both fully administered
and funded by the federal government.

& Although we recommend complete federal
administration and funding of public as-
sistance programs occur immediately we have
nonetheless included the federal costs of pub-
lic assistance in our 1972 totals in order to
make them comparable with the Administra-
tion’s. In our plan federal public assistance
payments would go directly to families
rather than to states.

Administration

Urban coalition recommendations

Proposed

Estimated
1971 1972

1974 1975

5, 060
3,600
175

8,835
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COUNTERBUDGET: . A BLUEPRINT
FOR CHANGING NATIONAL PRI-
ORITIES 1971-76—CHAPTER 8

HON. THOMAS L. ASHLEY

OF OHIO
IN THE HOUSE OF REPRESENTATIVES
Thursday, May 20, 1971

Mr. ASHLEY. Mr. Speaker, I include
chapter 8 of the National Urban Coali-
tion’s “Counterbudget: A Blueprint for
Changing National Priorities 1971-76" in
the RECORD:

CHAPTER 8. METROPOLITAN DEVELOPMENT

During the past two decades, the central
city has deteriorated physically and services
have not kept pace with either needs or ex-
pectations; metropolitan areas have grown
in an unplanned and inefficient way.

The daily life of most Americans is carried
on within the unmarked boundaries of areas
surrounding and centered upon cities. Today
65 percent of our population lives in the
country’s 233 Standard Metropolitan Statis-
tical Areas (SMSA’s).! Metropolitan areas are
growing, and as they grow they are irretriev-
ably shaping the conditions under which
most Americans will spend their lives.

America's population increased by 21 mil-
lion between 1960-70 and, according to cen-
sus estimates,® Is expected to increase by
80-100 million between 1870 and 2000. Nearly
85 percent of the increase between 1960 and
1970 occurred in metropolitan areas where
65 percent of the population now resides.
While the population in metropolitan areas
is increasing rapidly both in absolute and
percentage terms, most of this Increase has
occurred In suburban and outlying areas (30
percent population growth between 1960-69)
rather than in central cities (only 2 percent
population growth between 1960-69).

The desirability of further metropolitan
and suburban concentration has increasingly
been called into question. Several critics have
suggested an immediate need to formulate
a consclous policy on the distribution of
future population growth. A number of alter-
natives have been suggested:

(A) Stem migration to metropolitan from
non-metropolitan areas by encouraging the
growth of population in smaller reglonal
centers. However, In-migration from rural
areas is a relatively minor factor in the
growth of large metropolitan areas, amount-
ing to about 6 percent of net metropolitan
growth during the 1960's.

(B) Develop large numbers of self-suffi-
cient new towns predominantly in non-
metropolitan areas. The National Committee
on Urban Growth Policy, for example, has
recommended we build 100 new cities of at
least 100,000 population and 10 new cities
of at least one million population, However,
it is questionable whether such new cities

i1 The Census Bureau defines a Standard
Metropolitan Area as follows: Except in New
England, a standard metropolitan statistical
area 1s a county or group of contiguous
counties which contain at least one city of
50,000 inhabitants or more, or “twin cities”
with a combined population of at least 50,000.
In addition to the county, or counties, con-
taining a central city or citles, contiguous
counties are included in an SMSA if, accord-
ing to certaln criteria, they are essentially
metropolitan in character and are soclally
and economically integrated with the central
city.

In New England, SMSA's consist of towns
and cities, rather than counties.

2 8eries D of the United States Bureau of
the Census.
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wotuld be economically viable without imposi-
tion of strong central controls on business
location decisions. They would also be quite
costly, since they would not be able to take
advantage of existing infrastructure. Even if
these new towns and cltles were constructed
on the scale proposed, they would still ac-
count for less than 25 percent of future
population growth between now and the year
2000.

(C) Accept the fact that American citi-
zens prefer to live in metropolitan areas and
that 80 per cent of future population growth
will occur there. However, attempt to chan-
nel that growth into less densely populated
metropolitan areas through Iincentives or
even controls over business location.

(D) Accept the fact that B0 per cent of
future population growth will occur in
metropolitan areas and provide appropriate
aid to ensure that development within those
areas will be well planned to serve human
needs.

Americans have shown a preference for
metropolitan living which, we believe, will
be impossible to reverse. Accordingly, the
most reasonable assumption for the future
is that at least 80 per cent of future popu-
lation growth will continue to occur in
metropoiltan areas. Most of the population
growth in these areas will result from natural
increase rather than migration. It would
be useful to Institute research and demon-
stration projects in order to determine what
kind of Incentives would be necessary in
order to stimulate an increased movement
of jobs and people from more crowded to
less crowded metropolitan areas. However,
we doubt that such research would reveal
a panacea. It is clear we must become more
concerned about the quality of development
within metropolitan areas.

During the past two decades the central
city has deteriorated physically and services
have not kept pace with needs or expecta-
tions; metropolitan areas have grown in an
unplanned and ineflicient way. Public policy
should be devised to reverse these trends.

A major impediment to a concerted effort
is that the needs of central city develop-
ment are currently counterposed against the
needs of suburban development as though
the two were mutually exclusive. In reality,
the citles and suburbs are integral parts of
a larger system—the metropolitan area. Con-
centrating on either central city or suburban
development, to the exclusion of the other,
will merely result in greater problems for
the entire metropolitan area.

Most people assume the population of sub-
urbs is drastically different from the popu-
lation of cities. This i1s a misconception. The
term suburb encompasses a vast diversity of
municipalities ranging from high-income,
low-density areas at the one end to low
and moderate income high density areas at
the other. The latter are growing quickly as
the central city population simply expands
into contiguous suburbs. David Burch, in a
study published in 1970 by the Committee
for Economic Development concludes:

The effect of these shifts on the inner
suburbs and, eventually, on the outer sub-
urbs may be quite dramatic. Already, inner-
suburb densities are approaching those of
central cities, and increasingly this density
growth is attributable to the poor and the
Blacks. These inner suburbs can thus expect
to experience many of the same problems
experienced by the central cities during the
first half of this century, and, in fact, they
may resemble today's central cities in many
ways.®

3 David L. Burch, The Economic Future of
City and Suburb, Committee for Economic
Development, New ¥York, 1970, p. 36.
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AID TO CITIES

Two diametrically opposed alternatives
have been suggested as public policy towards
cities:

Maintain them at the lowest possible level
of operating support; or

Rebulld them through both physical and
social investment.

We strongly urge the latter alternative be
the goal of federal policy towards cities,
although we also caution against too great
an emphasis on bricks and mortar. We would
emphasize more fully companion programs
serving human needs of city residents, pro-
grams which would make cities better places
in which to live and work.

Model cities—We have already suggested
increasing the funding for the Model Cities
program to $1.8 billion annually by 1976+
(see Chapter 7). That program originally
provided selected cities with discretionary
funds (an amount equal to 80 percent of
the local share required for federal programs
under a Model Cities plan) for use in a tar-
get low-income neighborhood. It should be
changed so that these discretionary funds
could be used anywhere within the city's
boundaries. In effect, Model Cities could be-
come a form of block grants to cities.

We recommend expanded funding provid-
ing the following conditions are tied to the
funds:

A minimum of 60 percent of the funds be
spent in low-income neighborhoods; and

Appropriate mechanisms for citizen par-
ticipation be utilized in determining how
the funds be spent.

Community action agencies and OEO.—
While Model Cities funds should be applica-
ble throughout the entire city, community
action programs should continue to be almed
solely at low-income areas. Local Community
Action agencles (CAA's) administer both na-
tional programs (e.g., Head Start, Legal Sery-
ices, Upward Bound) and local initiative pro-
grams designed by the individual CAA to
meet the area's specific needs. The national
programs are discussed throughout this re-
port. Many of the local initiative programs,
developed through extensive citizen partici-
pation, have been quite successful; however,
funding for them has remained nearly con-
stant during the past several years at less
than $300 million. We recommend local in-
itiatlve CAP funds be increased to 8750 mil-
lion yearly by 1976.

One of the most successful efforts of the
local initiative programs has bheen the cre-
ation of neighborhood centers, many of
which bring together under one roof infor-
mation on the whole range of government
and private services avallable to neighbor-
hood residents. This is a highly desirable ob-
Jective both because service delivery is more
effective and because it fosters a sense of
community. Therefore we recommend that
The Department of Housing and Urban De-
velopment’s (HUD) Neighborhood Facilities
Program—which now provides municipalities
a two-thirds federal grant for construction
of multipurpose neighborhood centers and
one-stop service centers—be expanded in the
following ways:

Funding be greatly increased from a pres-
ent level of $40 million annually to $200
million annually by 1876. Approximately 1800
of these facilities could be established be-
tween 1971-76 with federal funds com-
mitted totaling less than $1 billion.

The grants be utilized for building neigh-
borhood city halls which could be used by
the mayor's office to provide liaison with
neighborhoods. The city halls could also be

‘Unless otherwise indicated, each refer-

ence to a year is to the federal fiscal year
(F.X.).
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used to house ombudsmen-like city officials
who would provide aid to constituents.

An experimental OEO program to encour-
age the establishment of local Community
Development Corporations, run by a partner-
ship of local business interests and target
area resldents, merits speclal attention. Since
the program’s inception In 1967, 356 corpo-
rations have been established to set up new
business ventures and, at the same time,
train local residents for managerial posi-
tions, It is hoped that after five years these
corporations will become self-supporting.
The program should continue on an experi-
mental basis until these corporations have
been operating long enough to be evaluated
carefully.

Urban renewal—Urban Renewal has been
a disappointment to many of its early ad-
mirers. The program was originally intended
primarily as a means of tearing down slums
and providing standard housing for the poor.
The 1949 Act creating Urban Renewal author-
ized the building of 810,000 units of public
housing on cleared slum land. Yet, Urban
Renewnl has actually resulted in a net loss
of housing. The program has been criticized
because it has too often destroyed well-func-
tloning neighborhoods. It has ignored the
needs of residents forced to move from these
neighborhoods, often ending up in other
slum areas.

Until quite recently, Urban Renewal was
most frequently utilized to Increase a city's
tax base by bullding luxury apartment and
office buildings on the cleared land. While few
would deny that this is one function of Urban
Renewal, other objectives were lost in the
almost total preoccupation with this func-
tion during the 1950's and first half of the
1960's.

Even in executing these distorted priorities,
Urban Renewal was not a completely suec-
cessful program. Regulations and adminis-
trative requirements were complex and time-
consuming and for a variety of reasons, de-
cays in programs were common. A study done
by HUD revealed that of 288 Urban Renewal
programs completed by 1966, the modal time
for completion was between six and nine
years. Furthermore, there were another 226
programs not yet completed in 19668 which
had already been in existence more than nine
years; B9 of these were more than 12 years
old.

Widespread public discontent with the
Urban Renewal program has resulted in
several legislative and administrative changes
of direction which, in aggregate, now appear
to make the program a more useful tool in
the necessary task of rebullding our citles.

First, HUD regulations issued in 1967 sig-
nificantly altered the shape of the program.
Priority of selectlon (there are always more
applications than funds) was to be given
to applications which “contribute effectively
to the conservation and expansion of hous-
ing for low and moderate income families;
the development of employment opportuni-
ties and the renewal of areas with critical
and urgent needs.” The Housing Act of 1968
reinforced this mandate by requiring that all
future renewal projects: A) be developed pri-
marily for residential use; B) provide a
majority of units for low and moderate in-
come families; and C) reserve not less than
20 per cent of the total for low-income fam-
ilies. The same act also increased relocation
assistance payments to displaced occupants
and promised more assistance in finding
suitable housing. The Housing Act of 1969
stipulated that for every unit of moderate-
income housing removed during renewal,
another low-income or moderate-income
housing unit must be bullt in the renewal
area. Unfortunately, all these provisions ap-
ply only to projects approved after the law
passed. We recommend these requirements
be made regulation to programs already ap-
proved but still in the planning stage.
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An attempt to overcome the delays and
administrative complexities which had
plagued the program was also initiated In
legislative authorization in 1968 for Nelgh-
borhood Development Programs (NDP’s)
under Urban Renewal. NDP's are small-scale
projects (often in noncontiguous areas)
which can be expected to be completed
within a year. The NDP is particularly useful
for improving existing neighborhoods.

At the end of 1969, grant applications
totaling $1.9 billion were being considered
with only $1 billion available for contract
authorizations that year. We recommend a
moderate annual increase in the amount
made available for new contracts, for both
NDP's and longer term projects, with NDP’'s
recelving two-thirds of the total. When ex-
pansion of these programs occurs, there will
also be greater demand for other programs
associated with renewal, such as code en-
forcement and demolition assistance grants.

Recreation.—HUD has recently focused 1ts
open-space program to emphasize small
parks and playgrounds in heavily populated
central city areas, particularly in low-income
areas. In 1971 HUD spent $13 million to
finance 62 such parks, far fewer than the
number of applications, and nowhere near
the number needed.

We recommend 500 of these parks be cre-
ated annually, an eight-fold increase over
present efforts. Federal grants would cover
the cost of acquisition, clearance, relocation,
and development. The typical park would be
about two-and-one-half acres and grants
would average $200,000 per park.

Although we recommend increased fund-
ing for urban parks, we strongly oppose
transferring funds from open-space projects
to urban parks. Open-space programs usually
encompass more land (the average 1s B0
acres) in less densely populated areas of the
metropolis. The need for open space is
greater than ever; it is needed to provide
recreation and ecological protection for
lakes, forests, and water basins, all of which
are threatened by urban sprawl. Outlays for
open-space in 1971 (including small amounts
for beautification and historic preservation
programs) were $72 milllon. We recommend
that these grants be increased so that they
equal the amount spent on center cities—
a total of $121 million for each in 1876.

Distriet of Columbia.—Washington, D.C. is
the only major city in the country which is
forbidden an elected government. Congress
should rectify this Indefensible injustice im-
mediately. Moreover, federal payments to the
District's budget—which amounted to $143
million or 15 per cent of the D.C. operating
budget in 1971—should be roughly doubled.
Capital spending support also must increase
during the next five years to finance con-
struction of a subway system In the Wash-
ington metropolitan area.

PLANNED DEVELOPMENT IN METROPOLITAN

AREAS

We now commonly view America as con=-
sisting primarily of a large number of met-
ropolitan areas in which social, physical and
economic functions are highly interdepend-
ent even though there may exlst a multitude
of governmental jurisdictions. The extent of
America’s metropolitanism can be measured
by the increase in the number of Standard
Metropolitan Statistical Areas (SMSA's) as
well as the population growth within them.®

However, it 1s Important to emphasize
that, while America is a metropolitan nation
by the Census definition (SMSA), and an
urban nation by the Census definition of
urban (incorporated municipalities of 2,500

5The number of SMSA's has increased
from 170 in 19853 to 233 in 1969; residents of
SMSA’s now account for 65 per cent of total
American population compared to 42 per
cent in 1900.

May 21, 1971

or more), it i1z nonetheless not a nation
dominated by large cities, as many people
imagine. Richard Forstall's study in the 1966
Municipal Year Book makes this clear, For-
stall breaks America's 1965 population into
the following five territorial aggregates:

Percent
of total U.S.
Territorial aggregates: population
Metropolitan cities (50,000 or more) .. 30.4
Incorporated suburbs of 10,000 or
more
Metropolitan remainders (suburban
areas outside incorporated places of
10,000 or more)
Nonmetropolitan urban places of 10,-
000-50,000
Nonmetropolitan remainders (towns
and villages below 10,000 and rural

At this time, America's large citles are
about balanced in population with its small
towns. Even the more sophisticated cliche
that we are, in reality, a suburban nation
is presently inaccurate. Clearly we are be-
coming one. However, suburbs with more
than 10,000 residents now comprise less than
15 per cent of the population. A plurality
of America’s population s still small town
and rural, although suburbs will soon be-
come the plurality.

Despite the popular bellef that metro-
politan expansion and suburbanization have
already largely occurred, the 1970's should
witness an acceleration of these trends.
Unless new policies are adopted, an unfor-
tunate byproduct of growth will surely be
the further proliferation of “urban sprawl”,
characterized by “substantial bypassed tracts
of raw land between developing areas and
8 scattering of urban development over the
rural landscape.” ®

Sprawl is usually condemned because of
its ugly appearance, But its major deleteri-
ous effects or the increased costs of providing
basic services such as water, sewer lines,
electricity, and transportation, and fore-
closure of options for future efficient land
use within an integrated metropolitan area.

The federal government should encourage
planned development within a metropolitan
area by making ald available only to juris-
dictlons and developers presenting plans
consistent with metropolitan area plans.
(Such plans are already required by the fed-
eral government as a condition of receiving
many forms of federal assistance.) Plans
should relate public facilities and services
to projected residential needs; they should
also Include provisions for some housing for
low-income and moderate-income families.

Aid to planned developments (including
but not limited to new towns) must be suf-
ficlent to encourage such development, but
should not subsidize development costs
which can be borne by the developer himself.
Using these criteria, new or additional fed-
eral ald is recommended in three areas: land
acquisition and development, public facili-
ties construction, and planning.

Land acquisition and development.—De-
velopers often have enormous difficulty at
the outset merely in assembling land at
reasonable prices. Indeed, the spiralling cost
of land is a primary cause for sprawl, since
developers are forced to leap beyond closer,
more expensive land in order to obtain
cheaper land on the metropolitan fringe.

A variety of proposals have been sug-
gested for dealing with this problem: land
tax reforms, possibly including a tax on land
appreciation; a Federally chartered public-
private land development corporation; a Fed-
eral land development agency; and Federal

® Advisory Commission on Intergovern-
mental Relations (ACIR), Urban and Rural
Growth, p. 12.
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ald to state land development authorities,
We prefer the last mentioned alternative as
the only one that is both potentially effective
and consistent with America's tradition of
decentralization. Federal ald in the form of
grants and loans to partially defray the cost
of acquiring land, particularly in metro-
politan fringe areas, could be granted to
state land development authorities wupon
their request.

The ald would have to be substantial
enough not only to provide adequate means
of financing the program, but also to entice
states to create land development agencies.
Once land was acquired, the state land
development agency could hold it for a pe-
riod of years and then sell it to a developer
(either public or private) for development
according to a satisfactory plan. The de-
veloper would buy the land at cost plus a
small profit to the state, a price far below
what he would have paid had the land
continued to appreciate on the private
market.

Creators of planned developments and new
towns also often find it difficult to obtain
financing; even if they are successfu] locat-
ing funds, they may find it difficult, at least
initially to repay even moderate-term loans.
A well-planned development does not begin
to produce income untll several years after
the heavy initial investment. A combination
of federal loan guarantees and federal loans
to cover interest costs (with a deferred re-
payment period) would first make it easier
to obtain financing since lenders would be
assured repayment, and second lift some of
the overwhelming initial burden from the
developer. Both these programs became law
in 1870 but are not yet funded. Federal out-
lays should reach $240 million by 1976. Fed-
eral loan guarantees are already avallable to
new town developers, but these guarantees,
as well as new loans that would cover in-
terest costs, should also be made avallable to
other planned developments. It is the well
planned relationship of services and facilities
to human needs within a metropolitan area
which must be the goal; new towns, as they
are typically envisioned, are only one of a
variety of means of achieving that objective.

Public facilities.—A varlety of federal pro-
grams exist to provide ald to communities
for development of basic public facilities and
amenities. Recently, the greatest need has
been for additional water and sewer facil-
ities. The development of metropolitan areas
is currently being constrained because sub-
urban jurisdictions are unable or unwilling
to finance the cost of extending water and
sewer facilities to relatively underdeveloped
areas. Three possibllities exist for providing
ald:

A federally guaranteed loan program for
water and sewer facilities.
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A direct federal loan program.

An extension of the present water and
sewer grant program (up to 55 percent
matching grants) so that it is avallable to
developers and small communities as well
as to cities. Grants would be contingent upon
the presentation of a satisfactory develop-
ment plan.

We recommend primary emphasis on the
last alternative, because it provides a high
degree of incentive for planned development
of metropolitan areas. The present grant
program has been providing only about 30
per cent of total cost; we suggest that the
grant be stabllized at 50 per cent of cost,
and that the federal government guarantee
loans obtalned on the private market for
the balance. Such a loan guarantee program
should be available as well to developers who
do not qualify for the grants.

HUD estimates that an average expendi-
ture of 82,000 for water and sewer facilities
will be necessary for each new housing unit
(13.3 million projected between 1972-1976),
indicating that a significant expansion of the
water and sewer grant program both for
planned developments and for cities will be
necessary.

In addition, nearly 60 million Americans,
40 million of them in urban areas, are not
now served by any sewer system., Federal
outlays averaging 8585 million annually
from 1973-76 would be sufficlent to provide
20 million of these urban residents with
sewage facilities by 1976. Total outlays for
water and sewer facilities grants should reach
$1.6 billion annually by 1976, a seven-fold
increase over present outlays. It is estimated
that these outlays would finance nearly 20
per cent of the total cost of water and sewer
expenditures in that year.

Additionally, In order to encourage well
planned metropolitan areas, it would be de-
sirable—as the 1970 Housing legislation pro-
posed—that the federal government bear an
additional 20 per cent of the total cost of
all infrastructure programs qualifying for
grant assistance, if the applicant is a planned
development or new town.

Planning and coordination.—In order to
promote planned metropolitan development,
grants for comprehensive planning assist-
ance should be made avallable to developers
who seek federal assistance. Comprehensive
planning grants are already available to
cities, states, metropolitan regions and new
town developers. In some cases, receipt of
federal ald is contingent upon development
of such a plan. We recommend that by 1975
all public and private bodies be required to
present a comprehensive plan as a prerequi-
site for any federal ald, and that use of the
federal ald be consistent with that plan.

Unfortunately, comprehensive planning by
municipalities cannot, by itself, bring about

TABLE 8:2.—METROPOLITAN DEVELOPMENT

[Outlays, in millions of current dollars]
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a well planned metropolitan area. A metro-
politan area consists of a multiplicity of legal
Jurisdictions whose Interests and policles
sometimes colncide and sometimes conflict.
Even when Interests do colncide, policles and
planning are often uncoordinated.

The federal government can provide in-
centives for better metropolitan planning co-
ordination. We recommend strengthening
present federal laws which require that a
locality’s application for any federal as-
sistance first be submitted to an area-wide
planning agency for review. Disapproval by
the metropolitan agency should be binding
unless specifically reversed by the federal
government,

Our emphasis on planning will require at
least double the number and total cost of
yearly planning grants. Additionally, there
will be a need for more and better planners.
Most municipalities simply do not have the
capacity to undertake the kind of planning
our policles would require. We therefore rec-
ommend intensive efforts to traln planners
and urban affairs experts by federal offers of
financial support to students attending
graduate institutions in these fields. Outlays
averaging $18 million yearly could produce
15,000 professionals with a flve-year period
(assuming an 18-month graduate program
with federal grants providing $4,000 per
year). Currently approximately 1,000 people
recelve  professional planning degrees
annually.

URBAN SOCIAL RESEARCH AND EVALUATION

One of the most cogent criticisms of fed-
eral social programs is that, when initiated,
they are usually not based on empirically
derived data, and when implemented, they
are not evaluated carefully to determine
whether and how well they are doing what
they were intended to do. Without such
knowledge, policy choices may often repre-
sent little more than hunches or acceptance
of fads. A concerted effort is needed to
remedy this situation. Well devised and
evaluated experiments such as the Income
maintenance experiment in New Jersey and
the school voucher experiment in Boston,
both under the auspices of OEO, are excel-
lent prototypes. BSimilar experiments are
needed in the area of criminal rehabilitation,
manpower moblility, and population distri-
bution. In addition, present programs must
be regularly evaluated, not from the nar-
row Government Accounting Office “green
eyeshade” perspective, but by well-trained
soclal sclentists, in order to determine pro-
gram effectiveness and impact. These evalu-
ations should be conducted by a separate in-
dependent agency working in cooperation
with the operating agencies. We have recom-
mended outlays of $500 million for these
purposes in 1976.

Administration

Urban coalition recommendations

Esti- Pro-
mated pos

ed
1971 1972 1972

1973

1974 1975 1976

Administration Urban coalition recommendations
Esti- Pro-
mated posed
1971 1972

1972 1973 1974 1975

Aid to cities:
Model cities
CAA programs (local
Urban renewal.. ..
Urban recreation. ..
gi;t:ici of Columbia

450
225
1,300

900
400

108 157

1, 500
600
1,938 2,336
106 110

1,800 grants_.____.____
750 Planning assistance

2, ?gf Planning scholarshi
700

338 432

1, 800
700
2,536
117
600

1,700
650

400 500
244 322
Subtotal.....

Sublotal._.....____........ 2,076 2,383 3,307

4,788

5,618 6,091 6,325

Aid to planned developments:
Loans to planned develop-
ments 30
Water and sewer facilities
Cip T SRS S 500

revenue sharing
240

1,615

70 120
1,250

180
1,590

Supplementary public tacility
o R A % 55 45
80 8

Mot e

80
18
110

10

6 12
80 106
3 5

1,358

Urban social research and
Community development special

2,520 3,078
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COUNTERBUDGET: A BLUEPRINT
FOR CHANGING NATIONAL PRI-
ORITIES 1971-76—CHAPTER 9

HON. WILLIAM S. MOORHEAD

OF PENNSYLVANIA
IN THE HOUSE OF REPRESENTATIVES

Thursday, May 20, 1971

Mr. MOORHEAD, Mr. Speaker, I in-
clude chapter 9 of the National Urban
Coalition’s “Counterbudget: A Blueprint
for Changing National Priorities 1971-
76" in the RECORD:

CHAPTER 9. HousiNeg

During mid-1970, HUD Secretary Romney
estimated that 80 per cent of American
jamilies could not afford the average cost of
a new home.

The Housing Act of 1968 set a ten-year goal
that, if implemented, should assure sufficient
housing for newly formed households and
virtually eliminate sub-standard housing in
America., The first year's (19689) goal was
met by fudging figures (including 863,000
mobile homes excluded from the original es-
timates). Second-year goals were revised
downward, and the housing industry’s per-
formance still fell short 60,000 units. Mean-
while families continue to be formed at a
record rate, sub-standard housing continues
to deteriorate, and a national effort to up-
grade the guality of life is threatened with
becoming a struggle against an impending
crisis.

The President’s First Annual Housing
Report (1969) estimated ten-year needs at
26 million housing units, 6 million of which
would have to be federally subsidized low-
income housing and moderate-income hous-
ing. Thirteen million of these units were to
be provided between 1972-76, including 3.3
million of the subsidized units.

The ten-year goal would require an
annual production of 2.6 million housing
units. Housing starts have averaged only 1.5
million annually since 1960, and we have
produced as many as 2 million units in only
one year in the last two decades. Indeed,
fixed investment in residential structures in
constant dollars has not significantly in-
creased over the last two decades and has
fallen precipitously as a percentage of GNP.
During the past five years housing invest-
ment has averaged about 3.2 per cent of
GNP. It has fallen below 3 per cent in the
current year. Housing investment of 4 per-
cent of GNP will be necessary to generate
production of over 2.5 million units annually.

THE MORTGAGE MARKET

If investment in housing is to increase as
a percentage of GNP, something else must
decrease; resources must be shifted from
other areas to housing. This shift will, quite
likely, be brought about only through gov-
ernment policy. Several alternatives exist:

A) An increase in personal and corporate
taxes sufficient to provide a sizeable (%10
billion) annual surplus in the federal
budget. The federal government could then
repay $10 billion of its outstanding debt,
thereby making an extra $10 billion avail-
able for investment. Most of this repald
debt, it is hoped, would be invested in resi-
dential structures (other investment demand
having been largely satisfied).

This alternative, implying a forced shift
mostly from private consumption expendi-
tures to housing investment, appears hope-
less. The demand for federal funds for other
priority items makes a budget surplus of this
magnitude most unlikely.

B) A decrease of 810 billion in present
federal outlays which would provide the same
situation as alternative A) but without any

! Years are federal Fiscal Years unless
otherwise stated.
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increase in taxes. Resources would shift from
the government sector to the investment
sector, mostly to housing. This alternative
appears undesirable, since the mnation's
aggregate needs dictate a rather significant
increase in federal budgetary outlays rather
than a decrease.

C) Initiation of a government program
providing $10 billion annually in direct hous-
ing loans. Unlike the first two alternatives
this would directly add $10 billion to federal
outlays. However, the $10 billion would have
to be raised in precisely the manner already
discussed—either through raising taxes or
cutting other federal expenditures. Rather
than repaying public debt and hoping most
of the repald money would be Invested in
housing, no debt would be paid off. The extra
$10 billion would be invested directly in
housing by the government.

D) BSelective credit controls which would
insure that more funds within the invest-
ment sector were invested in housing. This
could be accomplished in a variety of ways
such as an investment credit for housing
analogous to the former 7 per cent invest-
ment credit for business, or a requirement
that lending institutions (particularly pri-
vate pension funds and mutual funds) invest
a specified percentage of their funds in resi-
dential mortgages. The result would be a shift
of resources within the investment sector
from business investment and consumer
credit into housing.

The last alternative appears to be the most
attractive because it is both most direct and
most workable. It is unlikely that the first
two alternatives would accomplish fully the
desired objective unless some form of credit
control directed the additional funds into
housing. During most of 1870, financial in-
stitutions were generally ignoring the mort-
gage market, primarily because interest rates
for alternative investments were higher. In-
creasing mortgage interest rates in an at-
tempt to make them competitive priced many
Americans out of the market. During mid-
1970, HUD Secretary Romney estimated that
80 per cent of American families could not
afford the average cost of a new home. Re-
cent actions taken to lower interest rates
throughout the economy have reinvigorated
the housing sector to some extent.

Historically, low-income families have not
been able to afford new housing, occupying
instead the housing vacated by higher-
income families moving into new homes.
Such used housing is often expensive to re-
habilitate and maintain and located where
public and private services are declining,

Several federal government programs—
public housing, rent supplement, and home
ownership and rental subsidy programs—
provide low-income residents and moderate-
income residents of specified housing units
with subsidies. These programs produced an
average of 60,000 new and rehabllitated units
annually between 1964-1968. During calendar
1970, however, nearly 400,000 units of fed-
erally subsidized housing were produced; it
is estimated an additional 450,000 units will
be built during calendar year 1971. An aver-
age of 660,000 units will be needed annually
between 1971-1976.

Most federal housing activity, however, is
directed toward providing assistance to fam-
illes with middle-level incomes or above.
FHA guaranteed mortgage loans have liter-
ally financed the movement of the middle
class to the suburbs. Since 1950 over 4 mil-
lion single-family homes have been financed
by FHA insured mortgages, most of which
have been loans to middle-income familles.
(The median family income of FHA loan
reciplients in 1968 was $10,597; less than 10
per cent of the borrowers had incomes under
$7,000).

Federal income tax provisions which allow
homeowners to deduct thelr mortgage inter-
est and property tax payments not only sub-
sidize primarily middle-income families, but
also favor homeowners over renters, Low=-
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income families are disadvantaged because:
1) they are disproportionately renters; 2)
those who are homeowners usually take the
standard rather than the itemized deduction,
thus nullifying their subsidy; and 3) those
low-income homeowners who do itemize find
their deduction worth less than that of their
higher-income counterpart with the same
deduction because of the progressivity of
the federal income tax.

These deductions cost the federal govern-
ment $4.5 billlon in lost revenue in 1969. In
order to reduce this unwarranted subsidy to
higher-income familles, we recommend a
ceiling be placed on the maximum allowable
deduction for both mortgage interest and
property tax payments, The ceiling (8500
for mortgage interest and 8300 for property
tax deductions) would allow most low-in-
come families and middle-income families
to continue to take full advantage of the
deductions but would reduce the subsidy
recelved by higher-income individuals. Such
& provision would yield $1.5 billion in added
annual federal revenues by 1976.

Several alternatives have been suggested
for providing adequate housing for Amerl-
cans with insufficlent Income to compete
on the private housing market:

A) Greatly expand and restructure present
government housing programs, including ex-
pansion of eligibility, change of subsidy for-
mulas, program consolidation, and a
broadening of program purposes to encom-
pass social goals such as racial integration
throughout the metropolitan area.

B) Institute a new federal housing pro-
gram in which the federal government, as
the “houser of last resort,” would build hous-
ing iIn areas where housing needs remain
unmet.

C) Scrap present housing programs and
provide all families below a specific income
level with cash subsidies which could be ap-
plied to any housing unit. The risk in this
approach is that landlords would simply raise
rents, thereby transferring a large portion of
the subsidy to themselves. Rent control laws
might very well be needed to make certain
the subsidy benefited the recipient family.

D) Encourage federal research and devel-
opment into production techniques designed
to cut housing costs. HUD's present Opera-
tion Breakthrough program is an effort to
determine how much costs can be cut
through these techniques. Although these ef-
forts are commendable, it appears extremely
unlikely that costs can be cut enough to
make a major difference.

Although, in principle, we prefer approach
C, we fear that adopting such an approach
without first greatly increasing supply would
mean a windfall to landlords. We belleve ex-
periments with housing subsidies are in
order, but, at least for the span of years
under consideration, we fall back on alterna-
tive A—that present programs be restruc-
tured and greatly expanded.

In order to produce the required 660,000
units yearly, annual federal outlays must
reach a level of £3.5 billion by 1976. However,
the 660,000 annual need estimate is based on
an assumption of adequate performance In
the non-subsidized sector. Any shortfall in
that sector would require increased produc-
tion in subsidized housing, since the private
market would not then be providing ade-
quate used housing units to lower-income
households. If such a shortfall, for whatever
reasons, should oceur, we recommend in-
creased funding for federally subsidized
housing above the target level wow specified.
And if local obstacles block needed housing
for low and moderate income families, the
federal government should assume the re-
sponsibility as “houser of last resort"—al-
ternative B.

The present programs also need to be re-
structed. First, Lousing must be viewed as a
service designed to serve social purposes
rather than simply as a physical structure.
High -rit+ public housing projects which re-
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semble concrete jails surely do not serve so-
clal goals, The recent de-emphasis on project
type construction should continue, as should
efforts to allow tenants (in public housing as
well as other federally subsidized housing)
the opportunity to purchase their dwellings.
Public housing management must be up-
graded and the rights and responsibilities of
tenants made more explicit. Funding for
tenant services and housing counselling for
low-income families, programs now existing
on a shoestring, should be greatly increased.

Omne of the most important social purposes
to be pursued is integration of the entire
metropolitan area, The moral imperative of
integration, the relative scarcity of land in
many central cities, and the Increasing
movement of employment opportunities to
the suburbs all attest to the necessity of
building a significant portion of the feder-
ally subsidized housing in suburban juris-
dictions, These jurisdictions currently resist
subsidized housing through a variety of legal
devices such as large-lot zoning laws which
make the cost of housing too high for low-
income families. Localitles which either pre-
vent or make no allowance for the provision
of federally subsidized housing programs
should suffer a cutoff of all other federal aid.
If this does not provide the desired results
we would recommend the federal govern-
ment be given the power to suspend local
ordinances which prevent the building of
federally subsidized housing. (Secretary
Romney supported such a proposal in HUD’s
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1970 legislative recommendations). A fur-
ther possibility would be federal acquisition
of local land to be used for subsidized
housing.

Present housing programs must be greatly
simplified and rationalized. There are too
many programs entangled in too much red
tape. Eligibility requirements and subsidy
levels differ for each program. A major criti-
cism of these programs is that they neither
reach down to the poorest families nor ex-
tend high enough to ensure adequate hous-
ing for families at all income levels. An ex-
pansion of funding ought to allow also for
an expansion of coverage. In addition, both
for administrative simplicity and for equity
reasons, subsidy formulas should be changed
so that they are similar for all programs, For
instance, recipients might pay a set per-
centage of their income towards rent. Resi-
dents of all federally subsidized housing
could, for example, be required to pay 20
percent of their first $3500 of income and 25
percent of their next $§6500 towards the cost
of their housing. A family with an annual
income of 86000 would pay $110 monthly
for rent; a family with an annual income of
$10,000 would pay $200 monthly.

RESEARCH

The housing industry has been notoriously
slow in developing modern industrial pro-
duction and management techniques. HUD,
historically, has done little to come to grips
with this problem; 1971 outlays for research
and development amounted to only $45 mil-

TABLE 9:1.—HOUSING !

[Outlays, in millions of current dollars]
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lion (up from an infinitesimal $1.8 million
in 1968).

HUD is now placing major emphasis on
Operation Breakthrough, which is an effort
both to test new housing prototypes and to
encourage mass production techniques
through the aggregation of markets. Un-
fortunately, Breakthrough has been severely
hindered by the unwillingness of Congress
to appropriate adequate funds and by the
fear of many local communities that Break-
through projects will be an undesirable in-
trusion on their way of life. Nonetheless,
Breakthrough accounts for a major portion
of HUD R&D funds.

The President’s Committee on TUrban
Housing (EKaiser Committee) has recom-
mended HUD research and development
efforts be funded at the level of $100 million.
We recommend that the R&D spending level
reach $100 million in 1974. Research and
development priorities should be:

—The application of available techno-
logy—and to a lesser extent the development
of new technology—to the physical, mana-
gerial, and planning needs of housing and
urban development. This would include
demonstration programs.

—The establishment of experimental
municipal and metropolitan development
centers to strengthen research and planning
capacitlies at those levels.

—~Continuous evaluation of ongoing pro-
grams and projection of likely consequences
of prospective programs.

Administration

Urban coalition recommendations

Estimated Proposed
1971 1972

1973 1974 1875

Federal housing subsidies. ... ... ... oo
Research and development

1,948
5

2,393
80

2,619 3,161
100 100

1,973

2,473 2,719 3, 261

1 Excludes Department of Defense housing expenditures.

COUNTERBUDGET: A BLUEPRINT
FOR CHANGING NATIONAL PRIOR-~
ITIES 1971-16—CHAPTER 10

HON. EDWARD I. KOCH

OF NEW YORK
IN THE HOUSE OF REPRESENTATIVES
Thursday, May 20, 1971

Mr. KOCH. Mr. Speaker, I include
chapter 10 of the National Urban Coali-
tion’s “Counterbudget: A Blueprint for
Changing National Priorities 1971-76" in
the RECORD:

CHAPTER 10. TRANSPORTATION

The heaviest transportation needs are now
appearing in the sectors receiving the least
federal spending. The most critical and in-
sufficiently met needs are in urban areas—
where the greatest number of persons suffer
Jfrom the severest transportation problems ...

The transportation system in the United
States today clearly illustrates, in its marvels
and its horrors, the stimulating effects of
bold federal programs and the chaos where
government fails to act.

The jet airways and interstate highways
which criss-cross the nation are truly modern
marvels which would not have been pos-
sible except through nationwide planning
and massive federal spending, Travellers and
goods can move from city to city with un-
precedented speed and ease. But inside the
cities—where most Americans spend most of
their time, and where most of the country's

goods must be delivered—decrepit local mass
transit and delivery systems threaten to can-
cel out the gains these great programs have
provided. It is now time for the federal gov-
ernment to complete the job so0o boldly
started.

The importance of the transportation sec-
tor of our national life looms large in eco-
nomie, as in other, terms.

Operating transportation companies (rail-
roads, airlines, trucking, barge lines, etec.)
and their suppliers employ about 4.7 million
workers and generate some $87 billion worth
of national product. The auto Industry and
its suppliers and servicing networks repre-
sent an additional 4.7 million employees and
$83 billion of national product. Government
agencies employ another 800,000 in trans-
portation activities. In total, about 10 mil-
lion employees and $170 billion in gross na-
tional product make up the transportation
sector of the economy, exclusive of transpor-
tation functions of national defense, educa-
tion (school busing), and the like.

Historically, there has been more than
ample federal budgetary support and public
sanction for transportation programs. How=-
ever, federal support for transportation has
become heavily balanced in favor of high-
ways and aviation. Other sectors—particu-
larly mass transit and rallroads—have suf-
fered by comparison. (See Table X.)

The heaviest transportation needs are now
appearing in the sectors receiving the least
federal funding, with the most critical and
insufficiently met needs in urban areas, where
the greatest number of persons suffer from
the most severe problems deriving from

transportation. These include pollution and
congestion.

A greater portion of government trans-
portation funding should go to urban areas.
Moreover, the present allocation of resources
within urban transportation, which greatly
favors urban highways as opposed to urban
mass transportation, needs to be drastically
changed. A reallocation in favor of mass
transport is critical if we are to make a seri-
ous effort to overcome trafic congestion and
to provide urban residents, particularly
those with low incomes, the mobility they
need to adjust to the exodus of jobs from
the central city to the suburbs.

TABLE 10:1.—FEDERAL AID TO TRANSPORTATION
[1971 t gutlays, in millions of dollars]

Outlays

Totakcocisioniacas

i Years are Federal fiscal years unless otherwise stated.

It should be noted that nearly 63 per cent
of the transportation outlays during 1971
was for highway construction and improve-
ment, most of it to be spent in non-urban
areas. Although private automobile owners
derive some benefit from these expenditures,
the chief beneficiary is the trucking indus-
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try inasmuch as highways are designed and
constructed—at considerable additional ex-
pense—to meet truck use standards. And
programs such as the supersonic transport,
pirport development, Coast Guard aid to
shipping and recreational boating, and Corps
of Engineers navigation expenditures almost
exclusively accrue to speclalized, generally
upper-income clientele groups rather than a
broad spectrum of the population.

Federal participation In transportation is
necessary and justified to assure transporta-
tion services deemed in the national interest.
Direct subsidies to transportation can be
economically justifiable if the
benefit to soclety as a whole exceeds the
marginal public investment cost. However,
user charges rather than a subsidy are called
for when the beneflciaries can afford to sup-
port the service themselves or when the serv-
ice 1s not consldered soclally important.

HIGHWAYS

Federal expenditures for highways in 1971
amounted to about $3.1 billlon for the inter-
state program (cost shared 90 per cent fed-
eral, 10 per cent state and local), and an-
other $£1.9 billion for other federal ald pro-
grams, such as the ABC system (primary and
secondary highways—costs shared, 50-50
with state and local governments), TOPICS
(Traffic Operations Program to Increase Ca-
pacity and Safety), and highways beautifica-
tion. Most of these expenditures are pald out
of the Highway Trust Fund which receives
its revenues through federal highway fuel
taxes.

Up to a point, highway construction iz a
major contributor to soclety's welfare. Today,
however, we have by far the world’s finest
network of highways, while many of our
other forms of transportation go crying for
funds. As of October 1970, approximately
80,595 miles of an originally proposed 42,600~
mile interstate highway system were com-

pleted, and a good portion of the remaining
part was in wvarlous states of progress, so
that only 1,669 miles of the initial system re-
mained to be initiated.

We therefore recommend setting back the
target date for completion of the system
from 1977 to 1980. The system would event-
ually be completed as planned, but with
smaller annual outlays. The first deferrals
should be of those parts of the interstate
system which are slated to pass through
cities. In the past, these lilnks have been
built with disregard of community needs
and often with wide-scale destructlion of
residences and property, particularly in low-
income areas. Clearly more time and effort
are necessary to plan these routes, with
participation of all interests, including the
citizens whose neighborhoods are to be de-
stroyed. As a result of this slow-down, total
federal highway outlays (including the ABC
system) should decrease from their present
level of $4.9 billion to $3.1 billion in 1976.
Insomuch as outlays are divided nearly
evenly between rural and nonrural inter-
state highway construction, the postponing
of one-half of the urban construction would
effect the $1 billion savings, in addition to
providing additional planning time for con-
sideration of urban social needs. A further
result of these steps would be the growth
of a large surplus in the Highway Trust
Pund, should it continue to collect revenue
under present laws.

Ideally, the Highway Trust Fund itself
should be scrapped and all future highway
funding should occur through direct appro-
priations. When it was Inaugurated during
the 1950's the Highway Trust Fund provided
a timely response to an overdue public in-
requirements; but since the monies are
gheltered in a trust fund, it is legally im-
possible to transfer them.

If it is not politically possible to end the
Highway Trust FPund, we recommend the
law be amended to authorize use 6f trust
fund monies for mass transit and other
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urban transportation improvements. This
broadened use of highway funds would not
be a redirection of funds into unrelated
areas. It would permit the federal govern-
ment to obtaln the maximum benefit from
highway expenditures in the urban areas by
funding transportation improvements which
will relieve fraffic pressures on and promote
more efficlent use of federal highways.

MASS TRANSIT

Many urban fransportation problems still
awalt a concerted effort at solution. These
include commuter problems (both getting
people from the suburbs into tkLe city and
some city dwellers out to the suburbs), co-
ordination between transportation systems,
pedestrian circulation, the improvement of
clty streets, and goods movement.

A critical part of the solution to these
problems will be improved and enlarged
urban mass transit, both bus and rail.

Bince World War II, public transportation
has suffered from increasing operating ex-
penses, decreasing profits, and a diminishing
cllentele. Fares have risen dramatically, driv-
ing away more customers, and operating in-
come has turned to deficit. Private enterprise
is withdrawing from transit as it perceives
new capital and retained earnings to be in-
adequate for replacement of machinery and
equipment. In 1969, at a time when the pub-
lic transit system was certainly less than
self-sufficient, the federal government spent
30 times more on roads than on all types of
mass transit.

Federal outlays for mass transit programs
have not yet begun to approach their needed
Bize. They represent less than three percent
of 1971 federal ald to transportation. Esti-
mated need over the next decade, according
to the Rapld Transit Institute and the Amerl-
can Transit Assoclation, is $20 billion—$17.5
billion of which is for rall transit. A federal
government program now exists to provide 60
percent matching funds for capital outlays to
mass transit systems, but less than £600 mil-
lion has been spent on this program since
1965. We recommend that these grants in-
crease from $215 million in 1971 to $2.0 bil-
lion in 1976—and we expect these ouflays
should increase further during the latter part
of the decade. From 1871-1874 we recom-
mend that outlays be used primarily for im-
provements in existing bus, rall and com-
muter facilities and for planning and research
of the kind discussed below; we wish to avoid
duplicating the mistake of poorly planning
the location of highways in our metropolitan
areas. From 1874-1976 and beyond, we en-
vision most of the mass transit funds being
spent for hardware and installation of new
rall systems or extensions of existing systems.

Expenditures on research and development
for mass transportation have been negligi-
ble. Among the topics needing further study
are: appropriate use of the various trans-
portation modes, means of cost reduction,
improvements in vehicle comfort, reducing
the emission of pollutants, transportation
land use, and factors affecting transportation
demand.

The federal government should expand
research, training, and technological develop-
ment in all its urban transportation pro-
grams. Rigorous attention needs to be
directed to inadequacies in knowledge, tech-
nology, and trained personnel—all of which
serlously Iimpede transportation Iimprove-
ment,

OTHER TRANSPORTATION MODES

To the extent transportation services bene-
fit specific groups—particularly higher-in-
come groups—and are not considered to be
in the national interest, they should in-
creasingly be reimbursed by their benefici-
arles through payment of wuser charges,
rather than be paid from general revenues.
Included in this category, to varying de-
grees are: aviation and alrway systems devel-
opment, Army Corps of Engineers navigation
projects, Coast Guard alds to commercial
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navigation and recreational boating, and
merchant marine activities.

The aggregate result of implementing this
policy in each of the above areas would be
to reduce net federal support for these ac-
tivities from $2.8 billion in 1971 to $0.4 bil-
lion in 1976. More specific examination of
two areas—inland waterway navigation proj-
ects and the merchant marine activities—
will illustrate the wisdom and equity of such
measures.

Inland Waterways Navigation Projects:
The Army Corps of Engineers’ major navi-
gation functions have included maintain-
ing rivers for barge navigation, building har-
bors for shipping, and construction of dams
and reservoirs for flood control. The Corps’
navigation work literally makes it possible
to have a large inland water carrier industry,
but the operating costs of users are com-
pletely subsidized. Any boat or barge oper-
ator can pass through enormously expensive
lock systems free of user charges. Since proj-
ects are not set up to produce sufficient rev-
enue to be self-supporting, there is no way
to determine which projects mow do or
could pay for themselves, which cannot (but
are nonetheless in the national interest and
deserving of subsidy), and which cannot
stand such tests. Instituting selective users
charges for different forms of navigation
usage would be the most effective way to
determine both which projects are sensible
undertakings and how much in operating
subsidies is needed for each existing one.

The 1971 level of spending for the program
was $411 million. User charges should be set
at a level sufficlent to collect at least $80
million annually. This should be sufficient
to discourage most unwarranted new capltal
spending and to cover a high percentage of
operating costs.

Merchant Marine: The Maritime Adminis-
tration awarded almost $230 million in ship
construction subsidies and $188 million in
ship operating subsidies in 1971.

Construction differential subsidies (CDS)
pay one-half of the difference between costs
of construction in U.8., yards and foreign
yards, The Merchant Marine Act of 1970
tripled the ship construction subsidy pro-
gram, authorizing construction of 300 ships
over the next ten years. Because of the new
construction, the 1970 act will add at least
an additional $100 million yearly in federal
outlays to subsidize the merchant marine,
even though it will lead to gradually reduced
subsidy rates (from 50-55 per cent to 35 per
cent by 1975).

Operating differential subsidies (ODS) pay
the difference in operating costs between
U.S. and foreign ships. Because most of the
operating cost difference is wages, about 80
percent of every wage dollar paid by sub-
sidized operators is ultimately paid by the
federal government.

Two justifications are normally advanced
for merchant marine subsidles. The primary
rationale is in terms of national defense con-
slderations: the subsidies assure a large fleet
of ships will be available to carry essential
cargo during wartime. Charles Schultze has
recently questioned this rationale on several
grounds:

*1. The operating and cargo preference
subsidies keep some 400 U.8. flag ships en-
gaged In foreign trade. But there are also
440 unsubsidized ships owned by U.S. firms
operating under flags of convenlence (pri-
marily of Panama, Honduras, and Liberia)
that are contractually committed to serve
the United Btates in time of emergency. In
addition there are the merchant fleets of our
NATO allles, totaling 7,600 ships. While na-
tional security considerations do affirm the
need for a U.S. flag fleet in case of war, that
requirement needs to be put in the context
of these other shipping assets.

“2. Ironically, unless the President de-
clares a national emergency, 1t turns out to be
very difficult for the Defense Department to
gain access to subsidized ships in limited war
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situations. During the early days of the Viet-
nam war, US. flag operators—subsidized all
these years for natlional defense purposes—
were most reluctant to give up their com-
mercial business and carry defense cargo to
Vietnam, Indeed, more foreign flag operators
offered ships to the Defense Department than
did U.S. operators.

*3. Primarily because of naval work, the
American shipbullding industry is the largest
in the world. However, of 110,000 production
workers, only 7,600 are norm.slly employed in
buildlng subsidized ships.”

Efforts to justify the subsld:les as & means
of making the U.S. shipping industry com-
petitive are even more questionable. There
is no soclety-wide justification for subsidiz-
ing easy access to less costly foreign ships.
Indeed, we do have easy access—only six
per cent of U.S. trade is carried on U.S. ships.

However, eliminating all maritime subsi-
dies (immediately) would have an intolera-
ble employment effect. This would lead to an
end of the U.S. merchant marine and the
Jobs of those presently employed and those
who would have been trained for the fu-
ture. Instead, we support a staged phasing
out over the next five years with the recom-
mendation that some of the subsidy reduc-
tion be used for pensions and retralning for
those who are displaced.

The supersonic transport: This plane has
recently become an object of considerable
public controversy. It has been argued that
the SST represents a grave atmospheric

1 Charles Schultze et al., Setting National
Priorities: The 1971 Budget; (Brookings
Institution, 1870.) pp. 176-176.

EXTENSIONS OF REMARKS

danger, particularly in terms of air and noise
pollution. In addition, this plane has been
termed technologically questionable in de-

and performance and commercially
questionable in marketability, partly because
it is expected to be inordinately expensive.

Proponents of the SST have bulilt their
case on the impact on our balance of pay-
ments if we do not produce the SST. They
argue that U.S. is currently a heavy exporter
of planes. If the Concorde (the British-
French competitor to the SST) grabs a large
share of the market, we shall become a net
importer. National status 1s also an aspect.
It is asserted that the United States must
follow the lead of other industralized
nations to remain competitive in the market.

We recommend scrapping the entire S8T
project, after a phaseout in 1971. The nega-
tive repercussions weigh far too heavily
against the public interest to allow SST to
be continued. The improvement in our bal-
ance of payments account from building the
S8T is far from assured; the Concorde may
prove to be far superior to and more market-
able than any U.S. built SST. As for the
prestige argument, national status hardly
can hinge on so marginal a commercial
achievement as 88T.

Railroads: The current financial difficulties
of railroad companies have brought into
question their continued existence. While
freight service has remained economically
viable, the devastating effect of the pas-
senger service deficit has brought several
rallroads near the brink of bankruptcy. A
number of plans to keep the railroads in
operation have been advanced, including the
following: 1) a #750 million loan guarantee

TABLEf10:2.—TRANSPORTATION

[Outlays, in millions of current dollars
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program for weak rallroads; 2) an $8-10
billion federal investment to modernize the
railroads; 3) mnationalization of the rail-
roads; and 4) a federally chartered corpora-
tion to take over passenger service.

Congress has approved legislation to es-
tablish a federally chartered private rail
passenger corporation which would provide
essential corridor and long haul passenger
services. The corporation is supposed to re-
vitalize passenger services, and by achieving
both economies of consolidation and reduc-
tions in routes served, bring rail passenger
service losses from the present level of $250
million annually to a hoped for break even
point. $40 million in government assistance
will be provided to inaugurate the corpora-
tion. The corporation in turn will provide
$100 million in loans to rallroads which
could not otherwise meet their required
entrance fees, and $200 million in loan guar-
antees. Railroads participating in the corpo-
ration will be required to provide it with
financial support (cash, equipment or serv-
ice) as a condition of ending passenger
service.

The amount of federal assistance should
be sufficient to maintain adequate railway
passenger service along heavily traveled ur-
ban corridors. It will not be sufficient to
maintain a truly national passenger service
system. However, the case for public sub-
sldy of such a national system appears dubi-
ous in view of the existence of other effective
competing transportation modes: airplanes,
buses, and private automobiles. We there-
fore would not recommend significantly
greater federal ald to the corporation.

Administration

Urban coalition recommendations

Estimated 1971 Proposed 1972

1972

1973 1974 1975

Mass transit capital grants:
Buses..
Imprnvement of exlsllng rail transll facmhes
Extend existing rail Iran5|t systerns
New transit systems__ o
Commuter railroads.
Research and development___

Subtotal. .
Highways. . _ _
Civil aviation.....

Supersonle transport e

Other: 1
Coast Guard 2
Merchant marine
Inland naulsstmn (Cerps of ﬂrmy Engmeers) SIS
Railroads. . s e ]

8,263

wes from r

ded user charges.

1 These figures are gross outlays not offset by

% Includes Coast Guard search and rescue, aids to

igation, and safety c

COUNTERBUDGET: A BLUEPRINT
FOR CHANGING NATIONAL PRIOR~
ITIES 1971-16—CHAPTER 11

HON. FRED SCHWENGEL

OF IOWA
IN THE HOUSE OF REPRESENTATIVES
Thursday, May 20, 1971

Mr. SCHWENGEL. Mr. Speaker, I in-
clude chapter 11 of the National Urban
Coalition’s “Counterbudget: A Blueprint
for Changing National Priorities 1971-76"
in the RECORD:

CHAPTER 11, ENVIRONMENT AND NATURAL

RESOURCES

Even within the context of limited federal
spending, certain actions must be takén at
once to prevent pollution from becoming so
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serious a problem as to defy control later in
the decade.

In 1970, national attentlon for the first
time was focused directly on the deteriorating
condition of the environment. It is now rec-
ognized that pollution not only degrades the
quality of American life, but threatens health
and property as well. Accompanying this new
consensus is increasing awareness that the
national economy is not oriented to protect
the environment and the natural resources
which sustain contemporary civilization and
life itself. Ecological laws cannot be sus-
pended; resources are not unlimited, al-
though we have treated them as such.

Pollution is actually only one element
among many in all production and consump-
tion cycles. The generation of products from
raw materials eventually results in wastes; it
is only when these waste materials are not
successfully recycled (broken down to be-
come the raw materials of new production

processes) or when they accumulate in dan-
gerous concentrations, that pollution emerges
as & major problem. As a result, maintenance
of tolerable levels of pollution involves more
than removing wastes from fouled water or
air; it also requires effective recycling, limit-
ing wastes formed during production (or
creating waste In its most advantageous
form), and recognizing that the price of some
production processes may be too high if our
health and our environment are at stake.
POLLUTION CONTROL

We are slowly beginning to recognize the
effects of various forms of pollution of hu-
man health. With increasing frequency, con-
sequences can be measured in terms of {llness
and attendant higher health costs. The
United States Bureau of Health has estimated
that air pollution costs the average American
£65 a year. Those living in heavily polluted
areas may lose $200 annually to higher medi-
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cal bills, household maintenance, and other
expenses. Total costs to the nation are enor-
mous: air pollution is estimated to cost
Americans $13.5 billion annually just in prop-
erty damage from soiling, corrosion and abra~
sion of materials. Water pollution costs the
country at least an additional $12 billlon
annually.

There is indisputable need to control the
factors causing pollution and degradation of
the environment. But the price of control
will be high. The Federal Water Quality
Administration has estimated that during
the next five to seven years Americans must
spend at least $35 billion (and perhaps 870
billion) to control water pollution alone. The
National Air Pollution Control Administra-
tion estimates 815 billion in expenditures are
needed to control air pollution during the
same period.

Costs borne by the federal government will
be determined by the policies and programs
adopted in the immediate future. We have
serlous reservations about spending Ilarge
sums on pollution control at this time, in
view of the many other unmet needs also
competing for federal resources.

We belleve meeting these more immediate
human needs ought to have top priority in
the near future. Massive spending at this
time would almost certainly involve false
starts and waste of effort and money since
the nation has so little experience in the
technology, economics, and organization of
pollution control. A crash program based on
today’'s scanty knowledge and preparation
could do damage to our economy and result
in political backlash which might well retard
pollution control progress.

The program we recommend is designed
to bring under control those pollutants
which are determined to be an immediate
threat to the natlon's health; to provide
adequate surveillance and control to assure
that conditions do not worsen to the extent
that they will be uncontrollable five or ten
years hence; and to begin the establishment
of an effective, nationwide pollution control
mechanism based on comprehensive knowl-
edge and integrated with our political and
economic systems. Human health must be
protected now and future calamity averted,
but the slow, expensive process of repairing
the damage already wreaked on our part of
the globe must wait until the 1970's when
research has produced the means and the
economy the funds, to handle that task.

Poliry alternatives for dealing with pollu-
tion problems vary according to what soclety
is willing to pay in order to achieve certain
levels of control, and to whom the bill is
delivered. Among suggested alternatives—not
all mutually exclusive—are the following:

(A) Strict enforcement of present pollu-
tion laws and of standards based upon
health criteria. Federal activities now reflect
;his policy, but standards are not strict
enough, and enforcement attempts have
been characterized by arbitrariness and lack
of enthusiasm, Enforcement techniques need
considerable strengthening.

(B) Initiation of a pollution discharge fee
system. Such an approach would focus more
of the social costs of pollution on the pol-
luters themselves (private and public), and
would serve as an incentive to limit pollu-
tion. As pollution fees were added to produc-
tion costs, producers would be encouraged
{in order to lower fees and thereby cut ex-
penses) to reduce pollution to the point at
which any further efforts to abate would be
more expensive than the fees themselves.
Desirable levels of pollution reduction could
be attained by raising or lowering fees as
required. Under this approach, most of the
costs would probably be passed eventually
to consumers in the form of higher prices.

(C) Payment of federal subsidies or tax
write-offs to busineses, either for purchase
of pollution control equipment or for
development of new equipment and alternate
production methods resulting in less pollu-
tion. This proposal would place the cost of
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pollution more directly on the American
public as a whole, since subsidies would be
financed through increased federal taxes.
Presently the federal government allows a
tax credit ranging from 33 to 44 per cent
for every dollar of capital investment under-
taken for pollution control purposes.

(D) Granting of federal matching funds
or loans to states and localities for construc-
tion of new pollution control facilities. A
federal program now provides up to 50 per
cent in matching funds for liguid waste
treatment facilities construction, but fund-
ing has been limited (see Chapter 8).

As Congress has recognized, the foremost
consideration in pollution control programs
at this time must be protection of human
health.

Discharge Fee System. New legislation as
well as more vigorous enforcement of present
laws will be required to ensure that pol-
lutants are not permitted to accumulate in
dangerous concentrations and that individ-
uals are compensated for health injuries re-
sulting from pollution. But these actions
alone will not stop environmental deteriora-
tion. Nor would it be sufficlent to 1imit
federal efforts to cleaning up pollution after
it has been produced. Accordingly, we rec-
ommend that planning begin immediately
to establish a mechanism for operating a
pollution discharge fee system. Fees would
be levied on all pollutants discharged into
air or water after 1976.*

The fee system would put the costs of pol-
lution into the calculations which now guide
our decisions to produce and consume.

Because environmental costs have, as a
whole, been Ignored in the past, pricing and
output decisions have not reflected the full
costs to society of production of goods. As a
result, in many cases consumers have pur-
chased more goods produced by high pollu-
tion processes than they would if these very
real soclal costs were included In the prices
of products on the market. A discharge fee
system would ensure that the costs of pollu-~
tion were included in production costs, and,
as a supplement to federal health standards,
would provide a powerful incentive to cur-
tail production of excessive wastes.

Too rapld a changeover to a fee system
could have undesirable effects upon the
national economy. Some firms might be
forced out of business with consequent
hardship for employees and communities;
sharp price increases could occur as busi-
nesses passed pollution costs to consumers.

To minimize these possible consequences
the fee system would be phased In over a
two-year period, beginning in 1975, in order
to permit the orderly development of work-
able standards and to give producers time to
alter production methods or find other means
of controlling their emissions of pollutants.
The most severe pollution problems would
be attacked first with the result that some
producers would have less time than others
to prepare to operate under the fee system,
We recommend that all the fees pald during
the first two years of the program be held in
escrow, and that the producers required to
pay fees during that period be entitled to get
back those fees earmarked to defray the
actual costs they incur in reducing emis-
sions. Unreturned fees would revert to trust
funds at the end of the two years.

Regional Associations: Because the effects
of polluticn frequently extend beyond state
jurisdictions, a regional mechanism is
required to deal with pollution control prob-
lems. Reglonal associations should be estab-
lished to administer the fee system and set
acceptable pollution levels in their areas.
Representatives of involved states and mu-
nicipalities would make policy decisions.
Prior to establishment of the associations, the
Environmental Protection Agency would set
standards for permissible emissions and min-

*Years are federal Fiscal Years unless
otherwise stated.
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imum fees for pollutants, and would author-
ize research to assess pollution control needs.
States and some Interstate blocs have
already been designated as reglonal jurisdic-
tions to set and enforce air emission stand-
ards, In the future, these regions should be
redefined in terms of water, air and waste
management needs.

Under the fee system, corporate and
municipal polluters would be required to
apply for permits through state licensing
bureaus; without a permit, any level of pol-
lution would be illegal. Permits would specify
types and amounts of discharges produced
by each source. Levels of discharge would be
verified by Inspections, and penalties would
be Instituted for exceeding limits. Each
regional association would adjust fees for
various pollutants in a pattern related to
that reglon’s pollution control objectives
(though fees could never drop below the
national minimum). Charges would be sub-
Ject to semi-annual review.

In some cases, either when non-polluting
production technigues are readily available,
or when production of goods with little
social importance creates great amounts of
harmful wastes, pollution should be for-
bidden entirely.

Facilities Grants: By means of financial
incentives, the federal government should
encourage regional associations—rather than
municipalities—to apply for pollution econ-
trol facilities grants. Grants to associations
would cover 60 per cent of capital outlays
for fac..lties construction; grants to in-
dividual jurisdictions, only 40 per cent of
costs. To receive any funds at all, muniel-
palities or associations would have to guar-
antee that participating firms would pay a
fee for services commensurate with the cost
of treating their wastes. An additional 10
per cent grant would be awarded to reglons
which institute nonregressive taxes to de-
fray waste treatment costs and which re-
quire local elections of officials to serve as
directors of the regional assoclations.

Some have objected to the fee system as
a “license” to pollute, seeking instead total
cessation of polluting activitles. They sug-
gest that damages can be remedied and the
quality of life restored by vigorous enforce-
ment of new, strictly prohibitive laws. Pur-
suit of that goal, however, would reduce the
American standard of living to a level most
people would not and should not have to
accept. The real question is: How much
pollution are we willing to permit in order
to enjoy our technological advantages, once
health threats have been eliminated?

Immediate Control Measures: Ultimately,
a discharge fee system would reduce pollu-
tion to levels deemed nationally acceptable,
and would provide a portion of the funds
needed to construct pollution abatement
facilites. But the federal government should
not remain inactive while awaiting the
completion of research and organizational
efforts for the new system. Despite limits
on Immediate federal spending, certain ac-
tions must be taken at once to prevent pol-
lution from becoming so serfous a problem
as to defy control later in this decade.

We recommend that the government be
permitted to seek injunctions foreing pollut-
ers to cease operation if they have not rec=-
tified violations of standards within 72 hours
of receiving notice. Also needed are ex-
panded federal enforcement staffs, a respon-
sive citizens’ complaint mechanism, and re-
organization of federal administrative offices
in order to improve efficiency within agencies
as well as to make it possible for the Environ-
mental Quality Council to assess present pro-
grams effectively.

Immediate federal actions are also required
in the following areas:

Water Pollution: Many municipalities, bur-
dened by insufficient revenues and high in-
terest rates, badly need new or improved
waste treatment facilities. Estimates of total
expenditures required for municipal treat-
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ment facilities during the next five years
range from $10 billion to more than $25 bil-
lion. However, recent innovations which may
greatly increase the efficlency of existing fa-
cilities raise hopes that by 1976 additional
processes may also be avallable, lessening
necessary capital requirements for new plant
construction. We therefore recommend that
until 1975, when regional associations can
assess needs for new facilities, only grants
funding improvements in existing facllities
or those providing facilities for new towns
and planned developments be awarded.
Two billion dollars in federal contract
authority would be obligated for these
purposes between 1872 and 1974, sufficient to
meet more than 55 percent of the need as
estimated by the Federal Water Quality Ad-
ministration. By 1875, when regional associa-
tions are to be in operation, grants would be
made available for new facilities construction
as well. Federal outlays would average $925
million annually during the five year period.
In 1971 outlays were only $422 million.

Air Pollution: The primary federal role in
air pollution control should be to provide
increased funds for research. Study should
focus upon development of pollution control
devices suitable for installation on internal
combustion vehicles, lesser-polluting engines;
and more efficient incineration systems. Re-
search must also provide additional infor-
mation concerning the effects of air pollut-
ants on human beings and plant and animal
life, as well as the levels of emisslons in-
jurious to human health.

Additional funds will be required to en-
large the staff of the Natlonal Air Pollution
Control Administration. Manpower training
expenditures should be stepped up from an
estimated $3 million in 1971 to $11 million by
1976 in order to provide sufficlent qualified
technicilans to properly enforce pollution
control legislation. Research expenditures,
estimated at $55 million in 1971, should be
increased to 90 million by 1976. Abatement
and control expenditures (including costs of
control equipment, prosecution of charges,
and administration of programs) should rise
to £150 million by the same year.

Solid Waste Treatment: The total cost of
disposing of solid wastes produced in Amer-
ica each year has been estimated at about
£4.5 billion. In addition, an estimated invest-
ment of $835 million annually for five years
would be required just to upgrade existing
collectlon and disposal operations to ac-
ceptable sanitary levels. Included in federal
programs should be a major research effort
to increase the efficiency of solid waste col-
lection and disposal by municipalities. Re-
search spending should increase from its 1971
level of about $5 million to $68 million by
1973. If new, successful technigues have been
developed by 1975, construction grants for
solid waste treatment facilities would be
awarded to reglonal associations and muniei-
palities, requiring a federal contribution of
about $125 million in 1976. Funds for abate-
ment and control, primarily to finance dem-
onstration projects, would increase from &7
million in 1971 to $110 million in 1974, and
level off at $100 million in 1976.

Noise Abatement: Before laws can be pro-
posed to protect Americans from irritating
and often dangerous levels of noise, it will
be necessary to conduct research leading to
the establishment of permissible limits of
noise production and the development of
materials and techniques for containing or
protecting from noise. We need to determine
what degree of noise is tolerable—and safe—
in aircraft, urban mass transit systems,
heavy and construction equipment and auto-
mobiles. Further, noise limits should be in-
cluded among performance standards applied
to household appliances, toys, and office
machines. These criteria should be developed
with consideration of the hidden costs of
noise pollution such as loss of property value,
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damage to health (including hearing), and
the nuisance cost of unnecessary noise. We
particularly recommend a federal program
financing research into the effects of exces-
silyve noise on human health, in order to fa-
cilitate institution of noise standards.
Within three years, airplanes should be
required to meet stricter noise standards for
engines, set and enforced by the National
Aeronautics and Space Administration,

NATURAL RESOURCES

America’s richness in natural resources—
land, water, timber, and minerals—has been
the foundation of our marvelously produc-
tive industry and agriculture. The federal
government has long been concerned with
husbanding some of these resources. Its re-
sponsibility to assure that all resources are
utilized wisely and economically and for the
good of all is growing as our growing popu-
lation and standard of living multiply the
nation’s demands for the relatively fixed
supply.

Land Use: Until a land use policy or set
of national development priorities is estab-
lished in the United States, it will remain
difficult for the federal government to en-
courage economic growth and to protect the
environment as well. Present land laws pro-
mote neither of these goals efficlently.

We recommend that Congress determine
a basis for land use priorities—a flexible set
of goals toward which resources, manage-
ment, protection, and development can be
directed. While these goals are being for-
mulated In the course of the next two years,
we recommend that necessary information
be gathered for determination of which fed-
eral lands should be sold or purchased,
which should be improved, and what uses
would be most advantageous for the various
tracts of the federal government’'s more than
750 million square miles of land (about a
third of the land in America).

Other land use problems must also be
solved if the public interest is to be served.

Indian and Alaskan land claims must be
settled and satisfactory compensation pro-
vided; water rights legally belonging to In-
dians must be restored. We should study the
feasibility of moving all Indian programs out
of the Department of the Interior into a
separate federal corporation, run by Indians.

A portion of the monies in the Land and
Water Conservation Fund should be directed
towards development of urban parks (see
Chapter 8). Outlays from the Land and
Water Conservation Fund for purchase and
maintenance of national and state park
lands should remain relatively constant un-
til the research recommended above is com-
pleted and analyzed.

Research should be directed toward im-
proving damaged lands, developing more
effective forest fire and flood control tech-
niques, and controlling insect damage with-
out use of long-life pesticides.

The Forest Service should be moved from
the Agriculture Department to the Interior
Department in order to eliminate duplica-
tlon of services and to reduce some costs.
Funds spent for certain projects under the
1902 Reclamation Act should be halved as
Corps of Engineers irrigation and flood con-
trol activities are merged with these Bureau
of Reclamation activities (see Chapter 13).
Mining operators and other users of public
or private land should be required by law
to rehabilitate the lands they use.

Public Works—Irrigation and Water Re-
sources Projects: Water resources projects
have made a significant contribution to
American development. But while national
needs have changed, budget allocations for
construction of these projects have continued
to expand. As a result, enterprises of ques-
tionable justification have been undertaken,
and in some cases, federal programs have
worked at cross purposes.
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Costs-to-benefits ratios are utilized by the
Corps of Engineers to measure anticipated
benefits against expected construction costs;
projects for which benefits would not at least
equal costs are rejected. The Corps has been
criticized by economists for misusing cost-
benefit analysis; furthermore, cost-benefit
ratios projected by the Corps have not in the
past proven to be very accurate. The 1967
report of project costs revealed cost “over-
runs” of more than 300 per cent,

Corps flood control projects in areas where
investments should never have occurred have
at times stimulated development in those
areas beyond that which the projects could
protect. Bad floods have later damaged ex-
pensive buildings, causing losses more exten-
sive than those that would have occurred
if the Corps projects had not been con-
structed. Irrigation projects have also been
criticized; projects approved between 1964
and 1967 cost an average of $122,000 per
farm served, according to economist Charles
L. Schultze. Many of these projects have
subsidized high-income farmers by provid-
ing facilities to increase agricultural output,
while other federal projects simultaneously
pay to reduce output.

Corps navigation projects should be trans-
ferred to the Department of Transportation
when the Interior Department assumes the
Corps of Engineers’ flood control, irrigation
and power projects. The transfers would elim-
inate numerous duplications of resources and
personnel (for instance, the Corps in 1871
spent $462 million for flood control and ir-
rigation projects, while Interior's Bureau of
Reclamation spent 870 milllon for similar
activitles). With centralized responsibilities
and stricter standards to determine neces-
sary projects, irrigation and flood control
public works budgefs could be reduced by
50 per cent for the Bureau of Reclamation
and by 30 per cent for the Corps of Engi-
neers, These cuts would not become effective,
however, until 1973 when the economy is
expected to be better able to sustain re-
ductions in construction activity than during
the current period of high unemployment. In
addition, user charges should be instituted
for flood control project construction and for
all federally constructed waterways (see
Chapter 10).

Ocean Policy: 0il, sewage, and chemical
wastes spilled into the ocean in recent years,
both from the nation’s river system and
directly from ships, oil rigs, or off-shore
dumping, have caused widespread pollution.
Many fish and shellfish have been destroyed,
and others made unsafe to eat. The Ameri-
can fishing indusiry has been commensurate-
ly damaged. One million of the nearly 11
million square miles of America’s shellfish
producing waters have already been declared
unsafe due to pollution, Highest priority now
should be given to preventlion of further
ocean degradation, by (a) development of
effective countermeasures, now virtually non-
existent, to protect life against oil spills,
(b) banning of all pesticides with long life
periods, and (c) studylng marine life to
determine possible techniques to counteract
effects of these pesticides, oil, and other dan-
gerous pollutants already in the blosystem.

The Sea Grant program providing monies
to universities for marine-resource related
studies should be funded at $30 million an=-
nually for 1872 and 1873 and $50 million
thereafter, with the stipulation that research
be directed toward the goals mentioned
above. The program was funded at $20 mil-
lion in 1971, An additional $80 million should
be spent in 1973, and $150 million annually
by 1976, for research and experimental proj-
ects aimed at organizing a coastal manage-
ment system, determining eflicient means of
counteracting the pollutants mentioned
above, and developing technology to prevent
and correct oll spllls and other exploitive
damage.
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Until these problems are solved, funding
levels for development programs should in-
crease only incrementally. To guarantee
ocean protection, the Coast Guard’s func-
tions (excluding transportation and defense

EXTENSIONS OF REMARKS

activities) should be moved to the National
Oceanic and Atmospheric Administration,
There the Coast Guard should serve as an
enforcement arm, prosecuting violators of
new stricter regulations against dumping

TABLE 11:1.—ENVIRONMENT AND NATURAL RESOURCES
[Outiays, in millions of current dollars]
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solld wastes and pollutants, and of regula-
tions guaranteeing that oil rigs meet strin-
gent safety specifications, with 850,000 daily
fines for violators of these regulations even
if oll spills do not occur.

Administration

Esti- Pro-
mated pose

Urban coalition recommendations

d
1971 1972 1972

1973

1974 1975 1976

Administration

Esti-
mated
1971

Urban coalition recommendations
1972 1973 1974 1975

Pro-
posed
1972

1976

Pollution control:
Water: Grants for construction
_of waste treatment facilities.

Natural resources:
Land use and recreation
Oceans2_______.

Public works: Fi
and irrigation ?

Subtotal...........

975 1,000
131 147
83 123
13 22
287 323
111 130

691 1,358 1,017

1,600

T
1,745

1,53 1,579
903 815

313 342
2,752 2,836
4,352 4,581

1,678
973

353
3,004
4,921

1,723
1,033

363
3,119
5,183

1,493 1,576 1,578
650 722 827
540

2,683

3,374

460 460
2,865

3,882

t Includes research in air, water, solid waste, noise, radiation, and pesticides.

% Includes NOAA and Coast Guard funds not covered in transportation budget.

3 Corps of Army Engineers and Bureau of Reclamation.

COUNTERBUDGET: A BLUEPRINT
FOR CHANGING NATIONAL PRI-
ORITIES 1971-76—CHAPTER 12

HON. PAUL N. McCLOSKEY, JR.

OF CALIFORNIA
IN THE HOUSE OF REPRESENTATIVES
Thursday, May 20, 1971

Mr. McCLOSKEY. Mr. Speaker, I in-
clude chapter 12 of the National Urban
Coalition’s “Counterbudget: A Blueprint
for Changing National Priorities 1971-
76" in the RECORD:

CHAPTER 12. FAMILY PLANNING AND POPULA-
TION GROWTH

Stopping population growth in the United
States today would not eliminate any of our
gserious problems . . . however, it i5 increas-
ingly clear that a growing population males
the solution of nearly all our problems mure
difficult and more expensive.

Population growth is an issue of major
concern to all societies, including our own.
Yet it i1s a difficult issue to confront with
public policy. As the president of the World
Bank, Robert McNamara has observed:

It is an issue that is so hypersencitive—giv-
ing rise to such diverse opinion—that there
is an understandable tendency simply to
avold argument, turn one's attention to less
complicated matters, and hope that the prob-
lem will somehow disappear.?

Indeed, it is only during the past five years
that the federal government has acknowl-
edged population as an issue demanding pub-
lic attention in this country.

Emerging federal policy addresses the pop-
ulation issue in three problem areas: domes-
tic family planning, U.S. population growth,
and international family planning and
population growth. As the federal budget
tends to reflect these divisilons, we shall
examine each area individually,

DOMESTIC FAMILY PLANNING
It is estimated that 20 per cent of all births
in the United States during the nine-year
period 1068068 were “unwanted,” that is,
not desired by one or both of the child’'s
parents.? Experienced by all socio-economic

1 Address of Robert McNamara to the Uni-
versity of Notre Dame, May 1, 1969,

2 Bumpass and Westoff, “The Perfect Con-
traceptive Population: Extent and Implica-

groups in the U.S., this unwanted fertility
carries high individual and social costs.

First, because the inability to plan the
size and spacing of a familly often forces
women to have children too early or too late
in their childbearing years, or results in
inadequate spacing between pregnancies, un-
planned childbearing produces an increased
incidence of infant and maternal mortality
and premature births. A recent program
analysis by the Department of Health, Edu-
cation and Welfare (HEW) concluded that
provision of family planning services (infor-
mation and contraceptives) would prevent
pregnancies resulting in 2,173 infant deaths
for every 500,000 women served each year.

Second, there is a high correlation between
unwanted fertility and poverty in the United
States. Unwanted children often cause an
overextension of limited family resources or
necessitate the withdrawal of the mother
from the labor force, driving many families
below the poverty line and blocking the
escape route from poverty for others. Ameri-
can families with five or more children are
3.6 times more likely to be poor than families
with one or two children.

Finally, the inabllity to plan the size and
spacing of a family severely restricts per-
sonal and career options available to Ameri-
can women of all income groups.

Taking into consideration both the sizable
costs of unwanted fertility and the rela-
tively small expense required to eliminate it,
both Congress and the President have de-
clared that the opportunity for every Ameri-
can to plan voluntarily the size and spacing
of his or her family is an important national
goal. We support this goal. We do so in
the bellef that the opportunity to voluntarily
plan one's family is a fundamental human
right, independent of any national policy
to increase or decrease the birth rate.

An effective federal policy to eliminate
unwanted fertility must focus on the three
factors responsible for most of the involun=-
tary childbirths in the United States today:
1) Inadequate incomes which prevent many
poor and near-poor women of childbearing
age from purchasing the information and
the most effective contraception techniques
currently available to more affluent Ameri-
cans through the private health system
(poverty also prevents many from seeking
abortions); 2) Shortcomings in existing con-
traceptive technology, and 3) Obstacles to the

tion of Unwanted Fertility in the United
States." Science, September 4, 1970; Vol. 169,
p. 1177,

acquisition of family planning information
and technlques, such as inefficient or pur=-
posely obstructive hosplital and cliniec admin-
istrative practices, inadequately trained
medical personnel, insufficlent or poorly dis-
tributed public health Information, and
archalc state and local laws.

Federal programs now exist on a small scale
to eliminate some of these obstacles to family
planning. Through HEW's Center for Family
Planning Services and the Office of Economic
Opportunity, the federal government will
spend $57.6 million in 1971 for grants to pub=-
lic and private organizations to subsidize the
delivery of voluntary family planning serv-
ices to predominantly low-income women.
Another $28.3 million will be given to the
Center for Population Research in the Na-
tional Institutes of Health (NIH) for bio-
medical and behavioral research, with $14
million of the total to be spent on contracep-
tive development.

To implement an effective national family
planning policy, was recommend :

(A) The provision of family planning serv-
ices on a voluntary basis to all Americans
under the National Health Insurance (NHI)
plan (see Chapter 5) beginning in 1874. This
course is most consistent with our objectivg
of making the opportunity to plan family size
available to the entire population rather than
to any specific groups.

(B) An expansion of existing federal grant
programs to meet President Nixon's objective
of eliminating all barriers to family planning
by 1974. Serving all of the estimated 5.4 mil-
lion women of childbearing age who are pre-
vented by inadequate incomes from pur-
chasing family planning services will require
an annual federal expenditure of $304 mil-
lion by 1973. Beginning In 1974, this program
would be replaced gradually by NHI®*

(C) A concerted federal effort to develop a
variety of contraceptives that are effective,
safe, inexpensive, reversible, self-adminis-
tered and acceptable to various groups in the
population. Improving the rhythm method
should recelve high priority. Such an effort
would cost a minimum of 100 million a year.

More research funds are also needed to
study the health effects of contraceptives
now in use and for operational research to
improve the delivery of family planning serv-
ices and the dissemination of related public
health information.

2 Special family planning grants could not
be phased out until it was certain that low-
income women actually were receiving serv-
ices under NHI.
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(D) A program to train 15,000 paraprofes-
sionals to assist in providing family plan-
ning services through nelghborhood health
centers, hospitals, and clinics, at a cost of
$30 million.

(E) The establishment of a Population
and Family Planning Administration in HEW
on a par with the Food and Drug Adminis-
tration, the National Institutes of Health
and the Health Services and Mental Health
Administration. Combining all federal popu-
lation service and research programs under
one administrative head would encourage co-
ordination that has been sadly lacking.

All these recommendations assume public
and private efforts to adjust health adminis-
trative practices, medical training, public
education programs, and state and local
statutes to reflect the intent of Congress and
the President to remove all economle, tech-
nical and organizational obstacles to the
practice of voluntary family planning.

Until these obstacles are eliminated, abor-
tlon on demand must be available for those
who desire it to prevent unwanted births.
‘We belleve that abortion is a matter best left
to individual consclence: the state should
not be given the power to elther compel a
woman to have an abortlon or constrain
her from doing so. Easy access to completely
effective contraceptives in the future should
reduce the need for abortion as a course of
last resort in family planning.

U.S. POPULATION GROWTH

In his message on population delivered to
the Congress on July 21, 1969, President
Nixon sald:

“Only recently has it come to be seen that
pressing problems are also posed for ad-
vanced industrial countries when their popu-
lations increase at the rate that the United
States, for example, must now anticipate.
Food supplies may be ample in such natlons,
but social supplies—the capacity to educate
youth, to provide privacy and living space,
to maintain the processes of open,
democratic government—may be grievously
strained . . . I believe that many of our pres-
ent social problems may be related to the
fact that we have had only fifty years in
which to accommodate the second hundred
million Americans."” ¢

If the present rate of growth in the United
States continues, we shall have only thirty
years to accommodate the third hundred
million Americans; our population would
grow from 207 milllon today to roughly 300
million by the year 2000.

Stopping population growth in the United
States today would not eliminate any of our
serious problems. Our central cities still
would require rebuilding. Our environmental
crises would remain unsolved owing to high
levels of current consumption combined with
a sophisticated and powerful technology.

However, it is increasingly clear that a
growing population makes the solution of
nearly all our problems more difficult and
more expensive. The reconstruction of our
cities during the next thirty years would be
rendered considerably more complex and
costly by the appearance of 756 million addi-
tional Americans in our urban areas by the
year 2000. And since population growth is ex-
pected to account for nearly 40 per cent of
Increased consumption in the next 15 years’
cleaning up our air and water by 1985 would
be much more expensive with 250 million
Americans than with 207 million,

Many of the benefits traditionally attrib-

4 “Message From the President of the
United States Relatlve to Population
Growth.” Referred to the Committee of the
Whole on the State of the Union, July 21,
1969.

5 U.S. Bureau of the Census.
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uted to national population growth have
disappeared as technology has replaced man-
power as the princlpal source of economic
growth and military might in the industrial-

ized nations.

One fact is incontestable: population sta-
bilization is Inevitable in a nation with
finite space and resources. Mathematlcs, not
social policy, dictates that conclusion.
Though there are differences of opinion con=-
cerning America's ultimate capacity and the
time it will take to reach that capacity, there
is no real debate over the eventual need to
stabilize U.S. population size.

The issue is rather when and how, meas-
ured against our commitment to improve
steadily the quality of life for the individual
American and our responsibilities as a co-
habitant with the developing nations of an
increasingly crowded planet.

Policy alternatives suggested to date In-
clude:

(A) accepting future population growth
and concentrating instead on redistributing
population and preparing the states and
localities to serve more people.

(B) Attempting to stabilize U.S. popula-
tion size by relying exclusively on efforts to
eliminate all unwanted fertility by means of
voluntary family planning programs.

(C) Supplementing voluntary family plan-
ning programs with non-coercive education
programs and incentives to encourage a re-
duction of average family size to a level con-
sistent with a stable population.

(D) Implementation of coercive measures
such as laws regulating maximum family size
to stabilize U.8. population size.

We view this last alternative as both un-
necessary and inimical to the values of a
free society. At the same time, we believe
conscious, non-coercive policies aimed at
lowering the birth rate in the U.S. to re-
placement level (when births balance deaths)
are essential if coercion is to be averted
in the future.

Redistribution of population is a short-
term ameliorative at best and by no means
an easy one to implement. Hopefully, an
effective national family planning policy to
eliminate involuntary childbearing will re-
duce the birth rate significantly; some de-
mographers predict that alone would be suffi-
cient to reach replacement level. But there
is no way to determine a priori the exact im-
pact of effective family planning pro
because such programs give families only the
means to limit the number of children they
have—the programs do not affect the num-
ber of children familles desire.

Therefore, we believe the most prudent
policy is one that supplements voluntary
family planning programs with non-coercive
programs to encourage a desired family size
consistent with a stable national population.

Developing effective non-coercive public
programs to bring average desired family size
to the current replacement level of 2.3 chil-
dren, however, will require a great deal more
informsation than we presently have. For
example, we do not know the social, economic
and psychological determinants of family
size (why one family desires two children
while another wants six). Therefore, federal
funding for behavioral population research
to determine the causes and consequences of
population growth should be expanded from
the 1971 ¢ level of $6 million to 50 million.

Two programs to encourage smaller de-
sired families should be established imme-
diately while we awalt further research
findings: (1) A federal adoption subsidy
program modeled after the successful Mary-
land plan which offers families annual adop-
tion fees to encourage adoption as a

% All references to years are Federal Fiscal
Year (F.Y.), unless otherwise indicated.
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substitute for additional natural births—this
would cost $30 million a year; (2) A popula-
tion education fund of $10 million a year to
be administered by the Population and Fam-
ily Planning Administration to encourage
the development of public school curricula,
mass media presentations and adult educa-
tlon programs to inform the American public
of the known costs and benefits of family,
national and global population planning.

INTERNATIONAL FAMILY PLANNING AND
POPULATION GROWTH

Serious as the consequences of population
growth in this country may be, the problems
ralsed by the global population explosion are
much more pressing. Indeed no phenomenon,
with the possible exception of nuclear weap-
onry, casts a more threatening shadow over
mankind’s prospects for a better tomorrow
than the planet’s rapidly expanding
population.

For most of man’s recorded history, world
population doubled every one thousand years.
By 1650 A.D., this plodding geometric process
had pushed the earth’s population to an esti-
mated 500 million people.

From this point modern medicine and pub-
He health pr rapldly reducing
population “doubling time” from one thou-
sand years to the current rate of 35 years. If
present population growth rates persist, the
planet will contain over 7 billlon people by
the year 2000—with the 8 billion mark
reached a scant five years later,

Fallure to check this rapid growth of pop-
ulation poses a serious threat to survival and
a virtually insuperable obstacle to progress in
the developing nations of Asia, Africa and
Latin America, where 90 per cent of projected
world population growth will occur over the
next three decades. With populations in
many of these nations doubling as rapidly as
every twenty years, resources which would
otherwise be available to raise living stand-
ards and increase capital formation are di-
verted in a tragleally unsuccessful effort to
keep a growing dependent population of
children alive; 4.6 million children are ex-
pected to starve to death this year. As the
Pearson Commission Report on International
Development stated: “. . . it is clear that
there can be no serious soclal and economic
planning unless the ominous implications of
uncontrolled population growth are under-
stood and acted upon.”7

At present, the most effective American
contribution to international efforts to slow
world population growth would be the im-
mediate implementation of a policy to stabl-
lize U.S. population size. This would reduce
somewhat the number of people the planet
would be forced to support in coming dec-
ades. But far more importantly, this action
would constitute a dramatic statement to
many of the developing nations still not
committed to population stabilization poli-
cles that even the wealthiest nation in the
world considers a national population policy
essential to her future progress and well-
being.

In additlon, U.S. forelgn assistance is
needed to support public family planning
programs and population research in those
developing nations such as India and Paki-
stan which are striving to bring their soaring
population growth rates under control. In
1971, the Agency for International Develop~-
ment will spend $100 million to ald develop-
ing nations' population programs. We recom=
mend in this program by $50 milllon
a year through 1976 as part of our forelgn
economic assistance program (see Chapter
19).

7 Partners for Development, Commission on
International Development, Praeger Pub-
lishers, Washington, 1969, p. 58.
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Administration

Urban coalition recommendations

Estimated P-(-[!D osed
1971 1972

1973 1974 2

Family planning services
Population research
Manpower training.
Population education
Adoption subsidy__.

101
38

i

304
125
33
11

1 Because health costs are expected to rise faster than either the consumer or the Federal
Government index, the following special price index was employed:

1 A e

1 Beginning in 1974, family planning services will be paid for through National Health 1 .
The services funds for 1974, 1975, and 1976 are for trannsi!ion enpangses. oSt Homm i

COUNTERBUDGET: A BLUEPRINT
FOR CHANGING NATIONAL PRI-
ORITIES 1971-76—CHAPTER 13

HON. GILBERT GUDE

OF MARYLAND
IN THE HOUSE OF REPRESENTATIVES
Thursday, May 20, 1971

Mr. GUDE, Mr. Speaker, I include
chapter 13 of the National Urban Coali-
tion’s “Counterbudget: A Blueprint for
Changing National Priorities 1971-76" in
the RECORD:

CHAPTER 13. RURAL DEVELOPMENT AND AGRI-
CULTURE

The federal government should act specifi-
cally to build a healthy rural economy
through a program of rural economic de-
velopment and a reform of farm policy.

The poverty of rural America is often over-
looked in the contemporary discussion of
domestic soclal problems. Poverty brings to
mind images of deteriorating urban slums
and unemployed central city dropouts. Too
few of us are aware that the 1965 findings of
the Census Bureau indicate that one-gquarter
of all rural residents are classified as poor,
compared to only 15 per cent of urban resi-
dents. Only one of two rural houses was in
sound condition or had adequate plumbing
in 1960, though four of five urban houses
met these criteria. Educational and health
services avallable to residents of rural areas
are also of lesser quality than those avallable
to residents of urban centers,

Moreover, few people realize the magnitude
of the technological revolution which has
transformed American agriculture since the
inception of farm price support programs in
the late 1830's, As a result of the revolution,
fewer farmers are needed to produce Amer-
jca’s food. In 1950 one farm worker supplied
16 persons with farm products; in 1969 his
counterpart supplied 43 persons. It is not
surprising then that one million farmers
moved off the farm in the 1960's. Yet these
farm migrants have often been unable to
find adequate non-farm employment in de-
pressed rural areas, They face underemploy-
ment in the country or migration to already
overcrowded clties.

RURAL ECONOMIC DEVELOPMENT

The programs of income maintenance,
eduecation, health, housing, and manpower
proposed in earlier sections of this report
will provide needed basic services to the rural
poor. But in addition the federal government
should act specifically to build a healthy
rural economy through a program of rural
economic development and a reform of farm
policy.

Rural economic development is particu-
larly important. Wisely spent federal funds

can revitalize the economy in rural “growth
centers” and move the rural sector toward
self-sustaining  prosperity. Intelligently
planned development can *pull” excess
human resources away from the farm sector
and help to create the nearly two million
new jobs needed in rural areas. Indeed,
federal Economic Development Administra-
tion support of growth centers is proving to
be an effective way to help stem the flow
of jobless rural residents to large metro-
politan areas burdened with staggering eco-
nomic and social problems. But If this
strategy is to be effective on the scale re-
quired, increased funding will be essential.

We therefore recommend allocating ap-
proximately $4.4 billion during the 1972-76!
period for rural economic development.
These funds would be spent expanding the
industrial infrastructure in small and
medium size cities carefully chosen both for
their growth potential and for their prox-
imity to rural areas of substantial employ-
ment need. Communication networks, water
and sewer lines, transportation facilities—
these elements of social overhead capital,
combined with appropriate technical assist-
ance, can provide a solid base for a revitalized
rural sector.

The existing Extension Service program,
now directed primarily toward the needs of
farming, should be reoriented toward the
servicing of rural industrial requirements.

This economic development strategy is
based on the argument that the concentra-
tion of public investments in the prineipal
growth centers of rural areas, each within
convenient commuting distance of surround-
ing rural households, can contribute more
to development than dispersion of funds
over hundreds of communities. It is not a
new strategy. Neither does it run counter to
existing economic trends. There is evidence
that business is increasingly willing to move
from traditional centers of industrial con-
centration to rural regions: nearly half of
the new manufacturing jobs in 1960-70 were
in nonmetropolitan areas, although these
areas have only about one-fourth of the total
Jobs.

Nor is economic development prohibitive
in cost. We estimate that an average outlay
of less than $1 billlon yearly would provide
the necessary base for 1.75 million new jobs
in rural growth centers by 1876. These cost
estimates are modest for two reasons. First,
much of what could properly be called rural
economic development (manpower training,
education, health) 1s included 1in other
budgets. Second, the cost figures are dis-
counted to allow for the so-called “‘multi-
plier effect,”” Our estimates make the implicit
assumption—a conservative one—that the

1 All succeeding year references in this
Chapter are to federal Fiscal Year unless
otherwise stated.

government-financed creation of two indus-
trial jobs will spawn the creation of a third
job, as the “original” two workers spend their
incomes on food, housing, and other goods
and services.

In addition, we recommend that the fed-
eral government complement this infrastruc-
ture development strategy by using its own
position as a contractor and employer to
influence the location of job opportunities.

FARM POLICY

Linked to rural economic development is
the need for a reform of farm policy. The
dramatic transformation of agriculture has
led to a farm sector in which, by calendar
1968, 33 per cent of all farms produced 87
per cent of total agricultural goods while the
least productive 50 per cent of all farm goods
produced only 6 per cent of output. Not all
these small farms are operated by full time
farmers; nonetheless, there are about 500,000
farms in this country (17 per cent of all
farms) whose owners work full time at farm-
ing but who get so small a return that they
are classified as poor.

The problem, in sum, is that America has
an excess of human and land resources de-
voted to agricultural production. Nearly half
of America's 3.3 million agricultural workers
could be freed to work in nonfarm occupa-
tlons with no sacrifice In food and fiber
output.

Price Support and Land Diversion Pro-
grams: Government response to farm poverty
and to potential agricultural overproduction
is embodied primarily in farm price support
payments, These payments consist of an in-
come supplement component and a land
diversion component (compensation to the
farmer for diverting part of his cropland
from production). Price support payments,
however, are poorly suilted for easing the
economic hardship of low income farmers—
the richest 10 per cent of all farmers re-
celve more than 50 per cent of price support
payments. Our proposed programs of rural
economic development and income main-
tenance are more sensible ways to meet
basic income needs of the rural poor. More-
over, the land diversion effort is extremely
costly since payments are made annually
to keep acreage out of production. This stop-
gap annual land diversion scheme is not
a sound long-range policy; it does not act
to reduce permanently excess capacity. An-
nual land diversion ls analogous to the bail-
ing of water continually from a slowly sink-
ing boat in preference to fixing the leak.

As an alternative to existing farm policy we
recommend movement toward a more
market-oriented farm economy: a farm sec-
tor in which the price system could work
with less restriction to ensure an efficlent
allocation of farm resources. A first essential
step in that direction would be the elimina-
tion of the income-supplement component
of price support payments. That change
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would reduce federal farm outlays by more
than #1 billion annually and would end an
unneeded and Inequitable government sub-
sidy to the wealthy. But that step alone will
not remedy the supply management prob-
lem. A workable program must be developed
to replace the costly annual land diversion
program.

Several alternative approaches merit con-
slderation. Perhaps the three most important
of these are:

Tight farm product marketing gquotas,
expressed in volume terms.

Long-term land retirement of whole farms.

An easement under which the government
would buy In perpetulty the rights to grow
;:rops for market associated with plots of

and.

Of these alternatives, marketing guotas
would be the least expensive in dollar terms.
But implementation would involve arbitrary,
forcible limitation of production on Ameri-
can farms through government mandate,
without any compensating measures. We feel
such an approach, so blatantly inimiecal to
the private entrepreneurial values upon
which our economy is based, extracts too
large a price to be acceptable.

Long-term land retirement and an ease-
ment system bear many similarities to each
other, the chief one belng a broad familiar
relationship to current short-term land
diversion programs. Like those current pro-
grams, both would work by paying farmers
money in return for an agreement not to
grow crops on their land. But there are im-
portant differences both between these new
plans and between them and existing pro-
grams.

These new plans would be less expensive
in the long-run than the current land diver-
sion programs. Under present programs, the
government must renew its land diversion
payments each year In order to curb excess
agricultural capacity. At the expiration of
the annual contract, the landholder is still
actively farming and is prepared to plant all
his cropland if not paid again to divert a frac-
tion of it from production. Under long-term
whole farm retirement, the need for gov-
ernment subsidized land diversion would
gradually decrease. At the expiration of the
long-term (ten years would be a reasonable
period) contract, the government would
make no effort to divert the land of land-
holders who were no longer engaged in farm-
ing and who were therefore not potential
contributors to excess agricultural produc-
tion. An easement system, generally con-
sidered a variation on long-term whole farm
retirement, would work in similar fashion
and achieve similar results. The key differ-
ence would be that the easement approach
would involve permanent government pur-
chase of crop rights on particular parcels of
land, rather than agreements limited to some
fixed period such as ten years.

Both an easement system and long-term
whole farm land retirement would “fix the
leak in the boat” in place of the costly “bail-
ing water"” programs now in existence. Farm-
er participation would be voluntary under
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both approaches, but those who choose to
participate in the program would be required
not to engage in farming themselves during
the life of their agreement as well as to re-
move their land from commercial production
during this period.

Choice between easement and long-term
land retirement is difficult because they
share more similarities than differences. An
easement system would be less expensive to
operate and would more conclusively achieve
the desired result of supply limitation. We
favor long-term land retirement, though, for
two important reasons. First, we think the
easement approach would provoke serious,
valid public concern about permanent gov-
ernment control over milllons of acres of
land in addition to its vast current holdings.
Whereas government land holdings may be
highly desirable on a smaller scale for rec-
reation, conservation, or metropolitan land
use planning purposes, central control of
property does not seem desirable on such
a broad basis. Second, we think it would
be healthy to create a logical point, even ten
years away, at which any new land diver-
sion program could be re-evaluated. A long-
term land retirement program would enable
such re-evaluation, whereas an easement sys-
tem would not.

Our proposal would retire 70 million acres
of farmland by 1976 under ten year con-
tracts. It should be noted that though a
somewhat similar approach was tried dur-
ing the 1950’s, our proposed program differs
from that attempt in three crucial respects:

The proposed plan would not concentrate
land retirement in a few communities, forc-
ing them to bear the entire weight of the
adjustment.

The proposed plan would retire whole
farms, unlike the earlier scheme in which
most participants retired part of their land
and remained in farming.

The long term land retirement effort envi-
siloned here is tled to a major program of
rural economic development.

Other Supply Limitation Measures: Still a
third important step in a movement toward
a more market-oriented economy is readjust-
ment or elimination of a series of smaller
programs which have outgrown or subverted
their original purposes and now aggravate the
agricultural capacity problem. A $230 mil-
lion Interior Department irrigation program
stems from a 1902 Reclamation Act designed
primarily to help develop the West by irri-
gating arid lands. About half of current out-
lays work at cross purposes with Department
of Agriculture programs aimed at limiting
agricultural capacity and accordingly should
be ceased. The #8152 milllon Agricultural
Conservation program often subsidizes proj-
ects which farmers would undertake even
without encouragement, with a large fraction
of the money actually used to increase crop
production; this pork barrel program should
be eliminated. The bulk of the $371 million
spent by the Department of Agriculture on
research and development is aimed at in-
creasing agricultural productivity, which
adds to the overcapacity problem. The
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smaliness of most individual producing units
provides justification for continued govern-
ment support of agricultural R&D, but
greater emphasis should be placed on di-
versification of products and improvement
of quality—and less on increasing yields.

Farm Cooperatives: The needs of two spe-
clal farming groups merit a final word. In-
stead of off-farm migration, there are small
farmers who would prefer, as is their privi-
lege, to organize into agricultural coopera-
tives. As the government should assist off-
farm migrants through aid to rural economic
development, so should it assist these rural
residents in establishing thriving, well capi-
talized farm units. A loan program such as
the one offered through the Small Business
Administration is well tailored to the needs
of these agricultural cooperatives, We recom-
mend the creation of an agricultural coop-
erative loan program which would operate
at levels of 5 million of outlays In 1872 and
$10 million during the following four years.

Migrant Farm Workers: The second
group with specia] needs are the nearly one
million migrant farm workers, who consti-
tute one of the most economically and
socially deprived groups in American society.

The average migrant family of four last
year earned £2,700—a sum $900 below the
poverty level.

Migratory labor is excluded from minimum
wage legislation; in most states migrants are
neither eligible for unemployment insurance
nor covered by labor protection laws.

Migrants’ use of medical care is about one-
seventh that of the general population; their
estimated per capita annual expenditure
for health services iz $11.

Eighty percent of migrant children never
enter a high school classroom.

Correcting the appalling conditions under-
lying these facts is a task which wil]l re-
quire many different approaches and many
years. An important start should be made
by ensuring that migrants are eligible for
the manpower training income malntenance,
and national health insurance programs de-
scribed in earlier sections of this report. But
supplementary specialized programs will
continue to be required to ensure access to
health care, to provide remedial education
and English language courses, and to en-
courage investment in migrant housing. Pro-
grams focused on these needs already exist,
but are inadequately funded to reach the
complete universe of needy migrants. We
recommend an increase in aggregate funding
of these special programs from the current
$107 million to an annual level of 8205
million.

Finally, migrants should be guaranteed all
the rights of the majority of American
workers—including unemployment compen-
sation, the right to organize and bargain for
wages, and various labor protection laws in-
cluding prohibitions against the use of child
labor. An important step in preventing arti-
ficial reduction of wages offered to migrant
farm workers must be more effective enforce-
ment against illegal entry of workers into
the United States at the Mexican border.

Administration

Urban coalition recommendations

Estimated Proposed
1971

1972 1972

1973 1974 1976

Rural development:
Rural industrial development.
Extension programs._____.___.
Agricuitural conservation program

Subtotal........

See footnotes at end of table.

813
715

WO

741
195

128

968
185

R

881
190

947
180

7

1,002

1,244 1,273 1,195 1,070
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TABLE 13:1,—RURAL DEVELOPMENT AND AGRICULTURE—Continued

[Outiays, in millions of current dollars]

Administration

Urban coalition recommendations

Proposed

Estimated
1971 1972

1973 1974

Agriculture:
Price support and related programs.
Long-term land retirement 2

Special migran
Other....

4,451

4,875

6,136

5,453

5,816 5,843 5,968 5,945

1 The agricultural conservation program is really an agri

supply 2
We list it here under rural development in order to conform with the rural development category

definition employed in the 1972 administration budget.

t . tributing to this total be merged into a single revenue sharing fund.

2 Qutlays for long-term land retirement would decrease in future years due to a shrinking need

to renew contracts with persons who have retired whole farms.

1 The administration proposes that, beginning Jan, 1, 1972, all the subsidiary categories con-

COUNTERBUDGET: A BLUEPRINT
FOR CHANGING NATIONAL PRIOR~-
ITIES 1971-T6—CHAPTER 14

HON. CHARLES A. MOSHER

OF OHIO
IN THE HOUSE OF REPRESENTATIVES
Thursday, May 20, 1971

Mr. MOSHER. Mr. Speaker, I include
chapter 14 of the National Urban Coali-
tion’s “Counterbudget: A Blueprint for
Changing National Priorities 1971-76” in
the RECORD:

CHAPTER 14, RESEARCH AND DEVELOPMENT

A major task mow facing us is to decide
how the potential of science and technology
can be tapped for a large number of social

oals.

g Research and development—three words
that modern times have jJoined into a single
familiar phrase—Is still a young area of gov-
ernment responsibility. It was only three
decades ago that World War II led to the
first massive mobilization of organized knowl-
edge in the pursuit of national goals. When
this process began, no one could have fore-
seen that the 1870! federal budget would
earmark $15.9 billlon for research and de-
velopment—an amount 215 times greater
than the §74 million allocated in 1940.

R & D, as 1t Is now known, has come to
embrace all baslc and applied research and
engineering, as well as the design and de-
velopment of prototypes and processes, Some
activities of the federal government are
almost totally devoted to it. Among them are
space, oceanography, and nuclear energy.
Other actlvities, such as defense, transporta-
tion, housing, and health, have R & D com-
ponents which range in size from small to
substantial. We address research and develop-
ment as a separate toplc because its size,
its scattered nature, its effects, and its poten-
tial require integrated thinking and plan-
ning.

The past few years have shown that the
period of explosive growth in federal support
of R & D has reached a plateau. But major
changes may lie ahead nonetheless. Disaffec-
tion with science might lead to a deliberate
neglect of the nation's sclentific and en-
gineering resources, inconceivable as that
may have been a few years ago. A growing
number of Americans advocate such a policy

iYears are federal Fiscal Years unless

otherwise stated.

as a positive goal. They argue that sclence
and technology are not relevant to man’s
aspirations, or worse, that they create a de-
humanized social environment and a
poisoned natural environment.

In some ways, the present situation is
comparable to the post-Sputnik period, when
the national mood produced a sudden, heavy
emphasis on sclence and education. Out of
that period came some major innovations,
among them a mechanism for advising the
President on sclence policy issues and a major
national effort to send man to the moon.
Today, natlonal attention has turned to the
adverse side effects which can result from
single-minded pursuit of technological inno-
vation. Out of the shift must come a re-
thinking of the assumptions, objectives, and
institutions behind the nation's science poli-
cies, In short, we are now faced with the task
of declding how the potential of sclence and
technology can be tapped for a large number
of social goals.

Before we explore this challenge, let us
summarize what a close look at the federal
budget reveals. In official statistics, about $16
billlon is labeled "Research and Develop=-
ment.” The total has hovered around this
level for several years, but there have been
slgnificant changes in the distribution of the
sum. A shift away from defense and space
and toward soclally oriented actlvities is
clearly discernible. In terms of dollars spent,
it is true that T1 per cent of federal R & D
funds are expended for defense and space
studies, reflecting the extremely high costs
of developlng new weapons systems and
space vehicles. But funds for defense, space
and atomic energy research nevertheless
have declined, while R & D funds for hous-
ing, transportation, protection of the en-
vironment, health services, education, and
criminal justice have recelved Increased
attention and resources.

In order to develop recommendations for
future R & D funding allocations, we con-
ducted a careful survey of research needs
and capacities in major program areas along
with an examination of the effectiveness of
different means of organizing research activi-
ties. Consideration was given to R & D needs
both as part of particular functional activi-
ties (such as health or pollution) and in
relation to an overall research strategy. Our
review led us to two general conclusions:

First, we found that mission-oriented
agencles (such as the National Aeronautics
and Space Administration) have been suc-
cessful in generating and applying techno-
logical advances in the service of well-
defined policy objectives, but that these

same agencies have often pald little heed to
the ways their programs affect, and often
disrupt, other sectors of soclety.

Second, we found that in the social areas
policy goals are harder to reach, partly be-
cause they are relatively abstract and partly
because new mechanisms are needed for the
better integration of natural and social sci-
ences in pursuit of those goals. The argument
tkat technology can be put to use rebuilding
cities In the same way it has been used in
sending men to the moon rests on shaky
ground. Increasingly, we learn how small the
technical component of complex social prob-
lems is and how closely these problems are
tled to sensitive political issues. Purther
funding increases in these areas are needed,
but it would be unrealistic to seek a rapid
build-up of socially oriented R & D to the
level, for Instance, of defense and space
programs.

Overall, our recommendations in all areas
of federal research activity—for the perlod
from 1972 through 1976—suggest average an-
nual increases in total federal R & D expendi-
tures of four per cent, approximately the long
term real growth rate of the American GNP.
Whether this rate is adequate and appro-
priate is a highly judgmental matter; stand-
ards for deciding this issue remain grossly
inadequate In both the private and public
sectors. All that can be sald with certainty
is that over the long-term, without some
minimum rate of investment in research, this
soclety will find itself economically noncom-
petitive In world markets and losing ground
in the struggle to keep pace with many public
problems. Our recommended four per cent
rate of increase seems reasonable in the con-
text of historical experience, particularly
when contrasted with an estimated decline in
federally funded R & D expenditures of about
2.5 per cent (about 6.0 per cent in real terms)
between 1968 and 1971.

Although defense, space, and atomic energy
would continue to dominate federal R & D
spending under our recommendations, their
share would decline from 73 per cent to 63
per cent of total expenditures.

A major part of the recommended increases
should go toward the exploration and protec-
tion of man's environment: pollution control
R & D should be more than doubled (to an
annual level of $405 million) and civillan
oceanography should be brought up to 8525
million per year from its current $265 mil-
lion level. Space should be allowed to reach a
celling of #$3.8 billlon, which would then
change only in relation to economic growth.

Altogether, we recommend the following
pattern of federal R & D funding:
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TABLE 14:1.—RESEARCH AND DEVELOPMENT
[Outlays, in millions of current dollars]

Administration

Urban coalition recommendations

Estimated, Proposed,
1971 1972

1973 1974 1975

Military:
Department of Defense..
Atomic Energy Commission. .
Subtotal
Economic growth:
Bureau of Standards
Patent Office
Agriculture. ...
Other. oo --
Subtotal
Infrastructure:
Mass transit
Nuclear energy reactors__
Other energy
Subtotal . .- -ooeeaea

Environment:
Pollution control 2

Marine science and technology 2
Space (NASA)

Subtotal

Social programs:
Urban s‘ncial resaarch.

l.aw enforcement.
Family planning and population

Subtotal...........
Basic rasearr.h
All agencies
National Sczem:e Foundation
Subtotal
Other
Csntra] administration and strategy davelnpment
Other activities_. ..

Subtotal ...

6, 415

6, 525
685 695

7,100 1,220

52
62
410
9

55
65
420
9

533 549

450

460

500
1,375
475

100
125

125 200

2,302 2,775

(2,095)
450

3,125 3,610 3,
. 5}'5) (1,3!]]) (l,ggg)

425 450

675 1, 300 1, 500

2

5
960 1,033

10 1 20
1,065 1,097 1,130

20
1,164

962 1,038

1,075 1,112 1,112 1,684

16, 258 15,275

16, 221 17,293 18, 166 19, 666

l Staff estirna'te

total ded for
fl.inds were mc.iudnd under Energy"’ and therefore are excluded fr

3 Civilian activities only.

Most of the research and development
recommendations have been discussed in ear-
lier sections of the report as part of particular
functional area programs. The remainder of
this section will focus on a few R & D activi-
tles—those associated with economie growth,
nuclear energy, space, and basic research—
which either do not fit those functional cate-
gories discussed or stretch broadly across pro-
gram lines.

ECONOMIC GROWTH

During the past century, American In-
dustry has developed effective ways to use
sclence and technology to improve manufac-
turing techniques and to create new products.
By and large, this serves the public interest
by producing increased wealth and a higher
standard of living.

Government, for its part, encourages Iin-
dustrial innovation by granting temporary
monopoly rights to an inventor and by allow-
ing the deduction of R & D costs from taxable
income. The indirect public support given to
industry R & D efforts through tax deductions
amounts to something more than $5 billion
a year—certainly not a small sum, but one
that does not show up in the federal budget.

In recent years, new dimensions have been
added to government’s responsibility for in-
dustrial innovation. They result, in part,
from the extremely high costs of ambitious
new technologleal ventures, such as the de-
velopment of nuclear energy and the con-
struction of a supersonic transport. And they
ralse some difficult policy choices: under

+ HEW, Veterans Administration and NST on

s Funds for **Basic Research”

cies concerned.

lution control. Some of these
om the total.

what circumstances and to what extent
should the government guarantee risks or
provide incentives that will enable private in-
dustry to undertake new activities?

Direct government support of civilian tech-
nology is small. Compared to the indirect
support provided for military and space pro-
grams, it 1s almost non-existent. The Depart-
ment of Commerce, with responsibility for all
manufacturing industries, will have an R & D
budget of $99 milllon in 1971. Most of these
funds support such organizations as the Bu-
reau of Standards and the Patent Office. Al-
most none of it supports industrial innova-
tion. In general, funds for the Bureau of
Standards and the Patent Office should grow
in proportion to total research efforts since
these agencles provide services for which de-
mand grows parallel with the rate of innova-
tion and economic growth. A national policy
should be established dealing with issuance
of patents created at federal expense to In-
sure that title to such patents be held by the
United States and placed in the public
domain,

Some perspective on the meager federal
research support given to civilian technology
is provided by a comparison to agricultural
research ald. The Department of Agriculture
will have a 1971 R & D budget of $371 mil-
lion. While questions can be raised about the
appropriateness of this particular amount,
the principle of government support for agri-
cultural R & D is soundly justified because
individual producing units are small.

ly.
for all agencies except NSF are included under budgets forjagen-

Should government support of industry
follow the model developed in agriculture?
We think not. An economy as strong as ours
and business enterprises as Innovative as
ours do not need substantial ald from gov-
ernment to keep thelir innovation potential
high, There s one exception. When inno-
vations come along that are too costly to be
privately financed, we belleve that govern-
ment should step in—but only if the public
interest will be broadly served In a way
that goes beyond a general increase in pro-
ductivity and wealth. The SST, for example,
does not meet this test, whereas nuclear
power does since its potental benefits would
be spread across most of soclety.

Boclal erities are correct, of course, In re-
minding us that economic growth and inno-
vation are not ends in themselves. But the
critics often forget that, short of our accept-
ing a decrease in our standard of living, only
a growing economy will produce the surplus
needed to achleve social and environmental
reforms. We must begin, therefore, with a
look at the contribution of sclentific knowl-
edge and technological innovation to eco-
nomic growth. The best evidence, perhaps,
lies in the actual behavior of industry.

Industrial Investment for R & D is cur-
rently nearing $11 billlon—or 40 per cent of
the total U.S. expenditures for this purpose.
All indicators point toward continued or in-
creased rellance on R & D by Industry. But
company-financed R & D 1s only part of the
pleture. In 1970, the federal government pur-




16492

chased an additional $8.5 billion worth of its
R & D from private industry. This amount
represents 44 per cent of all industrial R & D
for that year. Although it declined from 55
per cent in 1965, the figure nonetheless re-
flects considerable industrial dependence on
government. It also raises some serious ques-
tions concerning industrial innovation.

The first of these concerns overcapacity.
Since the government has pald industry to
do the bulk of its research during the last
25 years, the sclentific and technlcal re-
sources avallable in the industrial sector are
much larger than they would be had they
developed strictly in response to market
needs. This overcapacity, involving trained
manpower as well as expensive Installations
and laboratories, tends to create pressures
against government cuts in R & D spending.
Some of the overcapacity may be absorbed
if private industry continues to conduct
larger shares of R & D on its own. But much
will also depend upon whether government
and the public will allow the private sector
to find a more active role for its innovative
potential in new areas of concern to the
nation: education, provision of health serv-
ices, low-income housing, and development
of new towns.

A related problem arises from the high
concentration of government R & D contracts
in just a few industries. Dependence upon
government is particularly high in the air-
craft industry, in which three-fourths of
R & D funds are federal in origin. Cutbacks
in space and military R & D have created
great difficulty for this industry.

We alluded earlier to discussions of a new
role for defense and space-oriented com-
panies in the social realm. Some contend
that the key issue will be the provision of
incentives by the federal government so that
industry can become active in areas where
no market now exists. Others argue that in-
centives will not work because of the special
nature of these companies: they have strong

EXTENSIONS OF REMARKS

scientific and engineering capabilities, but
they lack entrepreneurial initiative and mar-
keting experlence. Moreover, conversion
would be further complicated by their work
patterns. It has been the habit of defense
and space-orlented companies to manufac-
ture products with precision and perfection
as their standard, with relatively little re-
gard for cost. Thus, some argue, they would
be violating established standards if they
were to produce competitively priced goods
with fewer demands for precision.

We suspect reality is somewhere between
these contrasting pictures. The figures sug-
gest that research growth will occur through
expansion of fledgling markets, not through
creation of brand new markets. No special
incentives should be necessary if federal con-
tract dollars are preferred. Aerospace com-
panies should have full opportunities to
compete for these contracts, but deserve no
special advantages. (See also, Chapter 3, for
further discussion of this subject.)

NUCLEAR ENERGY

Two developments have created a crisis
in the field of energy: an unprecedented in-
crease in power demands, and a growing con-
cern about pollution from installations that
generate power. Without new technology and
a reorganization of governmental structure
regulating the energy field, we cannot get
what we need—more power with less
pollution.

Dramatic increases in fossil fuel re-
search—concentrating on removal of sulfur
pollutants from stack gases and including
sharply increased research activity by the
electric power industry itself—are critical to
the alleviation of this problem, particularly
over the short-term. For a long-term solu-
tion, though, development of nuclear energy
increasingly appears to be the most promis-
ing solution. Fossil fuel supplies are limited,
and new reactor technology holds a prospect
for fewer environmental hazards than either
fossil fuel installations with pollution con-

TABLE 14:2—ATOMIC ENERGY COMMISSION
[Outlays, in millions of current dollars]

May 21, 1971

trol devices or present day nuclear instal-
lations.

All federal work on nuclear energy is con-
ducted by the Atomic Energy Commission.
While our prime concern here involves a
civillan activity, the production of electric-
ity, it must be noted that an important
cross-fertilization occurs between the mili-
tary and clvilian sectors of the AEC. This 1s
particularly the case for naval and civillan
reactor development activities. The AEC
military activities budget recommendations
which follow are shaped by the defense pos-
ture recommendations described in Chapter
18,

Research in the promising nuclear energy
field is expensive. Without government fund-
ing of early research, it s doubtful the tech-
nology—very much in the Iinterest of
soclety—would be developed. The civilian nu-
clear power industry is still young and beset
with problems. Only 2 percent of United
States electric power is produced by nuclear
powered plants. Increased research is es-
sential, into thermal pollution and into ways
to make use of waste heat resulting from
nuclear plant operations.

Primary research efforts though should
continue to be focused on the early stages
of reactor development. Deciding when it is
appropriate to cut off government support
is difficult, but far from impossible. The AEC
for example, considers that reactors utilizing
Uranium 235 are now developed to the point
that further development can be conducted
by private industry without government as-
sistance. We argue, on the other hand, that
the AEC's effort to develop breeder reactors
(so called because they permit the conver-
sion of unuseable U-238 into useable plu-
tonium) should continue at the funding
levels established by the AEC—so should ad-
vanced work on thermonuclear fusion as a
source of power.

Complete funding for the Atomic Energy
Commission should be as follows:

Administration

Urban coalition recommendations

f.stirnalted

971

Proposed
187

1973 1974

Military:
Weapons. ...
Navai rrnnulsmn reactors.
Special nuclear and raw materials

SubtoBL. ..o

Civilian:
Reactor development_________
Special nuclear and raw materials_ .
Basic research: Physical and biomedical sciences._

Subtatsl eeonasmnaras

ion

890 825
190 205
170 160

1,250 1,190

545 460
225 235
480

1,250
—110

2,390

among

SPACE

By the end of the current fiscal year, the
United States will have spent a cumulative
total of $61 billion for its space program—
most of it during the last ten years. During
its peak years, the NASA budget almost
matched the R & D effort of the Department
of Defense, thus reaching a level of expendi-
ture that no other civilian R & D activity
had previously approached.

Within broad boundaries established by
the typically large scale and long duration
of space ventures, spending on space projects
is highly adjustable in relation to the rela-
tive clalms of other national needs. The
space program does offer a practical technical
and scientific yleld—in communications,
navigation, monitoring of the environment,
physics, astronomy, medicine, and manage-

ies based on staff estimates.

ment of complex systems. But ultimately, its
justification depends heavily on less con-
crete standards—the quest for adventure and
exploration of our environment. Certainly
the resultant boost to technological progress
and improved management of our environ-
ment are useful ends. But as in most other
areas of research, judgments of appropriate
funding allocations are highly subjective.
Even though NASA is currently experi-
encing some comparatively lean years, the
space program continues at a level that sur-
passes any other clvilian R&D operation. The
President recommended, early in 1870, that
the space program should be kept on a
steady course, but with less funding than
in the peak years. We agree with that basic
decislon, and conclude that NASA budgets in
the $3 billlon to $4 billion range are appro-

priate, given the magnitude of our past
investment and the challenge of the tasks
ahead.

A decision must be reached toward the
middle of the decade concerning further
manned exploration of the planets. Until
then, no new peaks in spending or dramatic
cuts below present levels are anticipated.
The main consideration with regard to
manned planetary exploration is a balancing
of the guest for adventure against competing
national priorities. Most of the gains in tech-
nology and knowledge of our environment
stemming from the space program could be
reaped even if the program lacked a manned
mission component.

Considering these factors, we feel the na-
tion should not mount during the 1970's a
man-to-Mars program, which would cost
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several times as much as the $24 billion
Apollo moon program cost. Budget con-
straints and pressing domestic needs will not
permit such a luxury. On the other hand, the
opposite strategy—cutting NASA down to a
budget of, say, $1 billlon—would also make
little sense because, bullding on the substan-
tial investments we already have made In
this field, incremental expenditures now can
provide substantial returns.

But this does not mean that the emphasis
of our space program should remain un-
changed. When the United States made its
strong commitment to an intensive space
program in the early 1960’s, it did so for a
variety of reasons: the Soviet challenge, the
stature of America as a world leader in tech-
nology, the adventure of placing a man on
the moon, the desire to increase our under-
standing of the cosmos and the earth’'s re-
sources, and the scientific ‘“sweetness” of
mastering a new environment. These same
elements will be present in the future, but
they should be assigned different weights.

In the second decade, the excitement of
space adventure needs to be replaced by a
more rational approach. The over-emphasis
on manned exploration must give way to the
less exciting, but sclientifically productive,
automated missions. Greater priority must
be given to activities designed to advance
sclentific knowledge and yleld practical
benefits.

A package of such automated scientific
knowledge missions could be mounted at an
annual funding level around $2.6 billion.
The major pollcy issue is the degree of sup-
plementary manned missions—fundamen-
tally the space shuttle, space station, and
Mars expedition options—to be supported.

With total annual space funding boosted
to 85 billion, NASA estimates that both the
space shuttle and space station objectives—
both directed toward advancing man's abil-
ity to spend extended periods of time in
space—could be achieved by 1977. Each of
these programs is expected to cost $6 billion.

In view of other pressing national needs,
do we not feel a $5 billion level of effort is
appropriate.

EXTENSIONS OF REMARKS

We recommend instead a 1972-1976 space
spending peak of $3.8 billlon a year. Such
a spending rate would force either a slippage
of the 1977 achievement date, or sequential
rather than concurrent development of the
two systems. If program costs turn out to
be higher than these initial $6 billion esti-
mates, we urge a further stretching of the
timetable and not higher budgets.

In view of the enormous cost of manned
flights to Mars, we recommend that the
United States defer such an undertaking
until it can be designed and carried out on
an international scale, This would require
a new organizational framework. But it
would be an historic achievement If the na-
tions of this planet could work together on
man’s most ambitious extraterrestrial adven-
ture.

BASIC RESEARCH

In order to be able to achieve mission-
focused research and development, the United
States must be able to tap a pool of funda-
mental scientific knowledge and capabilities.
Basic research is undertaken for the purpose
of constantly replenishing that pool of
fundamental knowledge. Although the line
of demarcation is usually fuzzy, new scien-
tific technology and research breakthroughs
generally are accomplished through utiliza-
tion of techniques or relationships discovered
in basic research activities.

Funded in 1971 at a level of $2.7 billion,
basic research is one of the most difficult
and controversial issues in the relationship
between government and science., This s
largely because the relatlonship between
investment and return eludes precise
analysis.

In 1950, the National Sclence Foundation
(NSF) was established to provide a central
mechanism for the support of baslic research.
It was to become the general science agency
of the government and its principal mech-
anism for the support of non-mission related
sclentific activities. After a difficult begin-
ning, the challenge of Sputnik brought the
NSF rapidly increasing budgets between 1960
and 1967.

During this period, NSF funds for basic
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research rose from an annual level of $68
million to $235 million. Since then, funds
have increased only moderately. But even
during the period of rapid growth, the NSF
has never come close to being the govern-
ment’s principal supplier of funds for aca-
demic research. NASA, the AEC, and the De-
partment of Defense consistently had—and
still have—higher budgets for basic research
than the NSF. So did the National Institutes
of Health for its biomedical research. What
this means is that NSF never has possessed
sufficlent funds to serve, through the dis-
tribution pattern given those funds, as a
balancing agent among the varlous scientific
disciplines.

The major need, in our view, is not so
much for substantial increases In total fed-
eral basic research funds as it is for stability
of funding a reasonable strategy for future
growth., If funds vary wildly from year to
year, project work is unproductively dis-
rupted. The ultimate effect of such uncer-
tainties is to discourage people from enter-
ing scientific professions. One way to provide
stability of funding would be to establish
multiple-year financing.

Because of relative neglect for it in recent
years, we do feel spending for basic research
should grow at a faster rate during the
1970's than spending for other kinds of re-
search and development; we recommend an
annual rate of 7.5 per cent. To help give the
National Science Foundation the larger role
in basic research that its architects intended,
we would recommend that baslc research in
all other agencies remain virtually at cur-
rent levels during the next five years. Then
if total government supported basic research
funding—now $2.7 billion a year—Iis per-
mitted to grow at a 7.5 percent rate, the
growth dividend can be channeled to the
NSF. This would permit an Increase in NSF
basic research from $300 milllon to $1.5 bil-
lion. Thus, by 1976 the country’s central
sclence agency would oversee more than one-
third of Federal funds for basic research.

Our aggregate funding recommendations
for the special R. & D. programs discussed
in this section follow:

TABLE 14:3,—ATOMIC ENERGY, SPACE AND BASIC RESEARCH

[Outlays, in millions of current dollars]

Administration

Urban Coalition Recommendations

Estimated, Proposed,
1971 1972

1973 1974 1875

Atomic Energy Commission.
MASA:. . e
NSF basic research

ol e A e

2,190 2,080
3,400 3,600
1,000 1, 300

6,590 6,980

COUNTERBUDGET: A BLUEPRINT
FOR CHANGING NATIONAL PRI-
ORITIES 1971-T6—CHAPTER 15

HON. ABNER J. MIKVA

OF ILLINOIS
IN THE HOUSE OF REPRESENTATIVES
Thursday, May 20, 1971

Mr. MIKVA. Mr. Speaker, I include
chapter 15 of the National Urban Coali-
tion’s “Counterbudget: A Blueprint for
Changing National Priorities 1971-76" in
the RECORD:

CHAPTER 15. LAwW ENFORCEMENT AND CRIMINAL
JUSTICE

The eriminal justice system, if such a frag-
mented apparatus can be called a system, is
presently ill prepared to deal effectively with
the crime problem.

Crime, the cost of crime, and the fear of
crime have become major factors in American

life. At the same time many of the measures
advanced to cope with this Increasing threat
challenge our commitment to basic concepts
of justice.

Even when the demagogic overstatements
this subject seems to inspire in many local
and national officials are discounted, there
remain many indicators that crime is limit-
ing the freedom of many Americans: Busi-
nesses fail under the weight of thefts; fami-
lies move out of high-erime neighborhoods;
parks and public gatherings are avoided; and
most important, millions live in fear and
distrust their fellow citizens. America is not
what it ought to be when normal existence
includes fear of crime and violence.

Statistics reveal the magnitude of the
problem:

Nearly five million crimes were reported In
1069—and the Department of Justice esti-
1nates that only half of the crimes committed
are actually reported.?
1The crime rate is measured by reported
erime. Clearly more crimes are now being re-

The 1969 total of violent crimes—murder,
rape, robbery and aggravated assault—was 11
per cent higher than in 1968,

The total of reported crimes rose by 12
per cent from 1968 to 1969.

The cost of crime to the nation is stagger-
ing. Each year losses of $20 to $256 billion
burden American society—with a dispropor-
tionately high percentage falling upon those
who can least afford it—poorer members of
minority groups.®

ported as a result of improved reporting and
recording techniques. Therefore, to some ex-
tent the increase in the crime rate represents
a statistical artifact. However, nearly all pro-
fessional observers agree that a large per-
centage of the increase is real and cannot be

accounted for
techniques.

2 Federal Reserve Board Governor Andrew
Brimmer estimates that the direct cost of

crime to Negroes in 1969 was $3 billion.

by improved reporting
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A disproportionate burden is carried by
residents of large cities (population over
500,000)—the location of less than 18 per
cent of the population—but almost half the
reported crimes. According to the FBI Uni-
form Crime Reports, urban areas have ex-
perienced a 120 per cent increase in reported
crime (adjusted for population growth)
since 1960.

‘'The criminal justice system, if such a frag-
mented apparatus can be called a system, is
presently ilil-prepared to deal effectively with
the crime problem. Primary responsibility for
law enforcement lies at the state and local
level, but almost without exception, state
and local expenditures for criminal justice
are insufficient. These expenditures totaled
just over $6 billion for 1971. Furthermore,
state and local funds are allocated primarily
for police. The courts and corrections and
treatment components of the criminal jus-
tice system are seriously shortchanged.

Federal assistance to states and localities
for law enforcement amounted to only $447
million in 1971. Nearly $340 million of this
aid was provided by the Justice Department’s
Law Enforcement Assistance Agency (LEAA)
which consists primarily of block grants to
states, 75 per cent of which are earmarked
for local jurisdictions. Each state’s share is
determined by population. A National Urban
Coalition survey of 12 states found that
most (74 per cent) LEAA funds in 1969 were
spent on police forces—mostly for equip-
ment.®* The emphasis changed somewhat for
1970, as the percentage spent on coITec-
tions—probably the most poorly funded part
of the criminal justice process—doubled to
26 per cent of the total, and the amount for
police dropped from T4 to 49 per cent.

The ultimate objective of federal actions
should be the reduction of crime, though:

Programs (recommended elsewhere in this
report) which may reduce the social and eco-
nomic causes of crime.

A coordinated effort to improve the entire
criminal justice system, primarily through
increased federal assistance to states and
localitlies and through incentives and re-
quirements for reform attached to such
assistance.

In the immediate future, federal assist-
ance should provide ald for state and local
criminal justice systems with incentives en-
couraging these jurisdictions to upgrade
their police departments and improve their
court, corrections, and treatment systems.

POLICE

Crime statistics measure only a part of
police effectiveness. Their job more often
entalls soclal work activity such as recon-
ciling family disputes than apprehending
criminals, Although police performance is
difficult to measure, recent assessments have
made clear than many policy departments
suffer from chronic shortages of manpower,
poorly trained manpower, and poor organlza-
tion and administration.

Increasing the quality of police manpower
is now perhaps the most important need.
While police professionallsm s gaining,
nearly one-third of all police departments
still do not require their applicants to be
high school graduates, and fewer than 25
departments in the nation require a college
degree. Furthermore, although police depart-
ments spend almost 90 per cent of their
funds on wages, salaries are still not high
enough to attract the guality of men needed.
Those factors together with the poor public
image of the police (related in many in-
stances to the lack of professional attitudes
on the part of policemen themselves) are
clearly preventing many well-motivated and
qualified people from considering police work
&S 8 career.

8 "Law and Disorder IT—State Planning
and ng Under Title I of the Omni-
bus Crime Control and Safe Streets Act of
1968, a study prepared by the Natlonal
Urban Coalitlon.
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However, increasing the educational levels
of recruits would only partially improve the
quality of police departments. Greater em-
phasis should be given to the training of
recruits, in-service training for all policemen,
and special training for high-ranking officers.

The federal ald to local and state police
departments through LEAA grants (requir-
ing 60 per cent matching funds) amounted
to $282 million in 1971+¢ Although some
grants have been used to assist students
enrolled in college law enforcement programs
and policemen taking college courses, no
direct federal incentive is provided to en-
courage local departments to raise educa-
tional standards for recruits.

Therefore, we recommend that federal ald
to police departments be directed toward
upgrading the quality of police personnel.
Two types of programs appear necessary: a)
a salary supplement aimed at attracting
better educated recrults, and b) assistance to
police departments for recruiting and in-
service tralning, minority recruitment,
police-community relations and similar

purposes,

Police Salary Supplementation: We suggest,
as a long-range goal, that all local police de-
partment professionals should have at least
two years of college education and all chiefs,
supervisors, and administrators should have
a college degree. A program of federal aid Is
necessary to encourage local departments to
ralse the educationa] level of their manpower,
Local jurisdictions should be eligible for
direct federal grants, starting in 1972, in the
amount of $4,000 to $5,000 for each college
graduate on their force, provided police de-
partments:

Establish a minimum education require-
ment for recruits of a high school diploma or
its equivalent.

Provide incentives for college graduates and
others with higher educations to enter the
force by offering direct entry into jobs at
higher skill and salary levels.

Establish a promotion policy which gives a
greater weight to abllity and achievement
than to the amount of time spent on the
force or in various positions on the force.

The federal grants could be used either to
supplement the salaries of college graduates
and those on the force with some college edu-
cation (as some departments do now), or to
raise all police salarles within the depart-
ment.

We believe that this program will enable
departments to attract at least a greater share
of the graduates of college law enforcement
programs, Currently only one-third of gradu-
ates from four-year programs and one-half
the graduates of two-year programs enter
local police departments. Better salaries
would also encourage students in other de-
gree programs to conslder police work.

Assuming that the program 1s moderately
successful, we estimate the number of collegs
graduates on police forces would increase
from 40,000 to 86,000 by 1976, when outlays
would total approximately $3656 million.

Many departments could use non-police
manpower to relieve trained officers of such
routine jobs as issuing parking tickets, direct-
ing traffic, and clerical and other office duties.
Use of paraprofessionals or police aides for
such tasks would not only make police work
more attractive to college graduates, but
would also represent more efficient use of
manpower. Federal assistance for funding
such programs would be available through
our recommended public service employment
program (see Chapter 2).

Block Grants for Upgrading Police Depart-
ments and Personnel: We also recommend
that block grants be made avallable to states
and localities for upgrading pol’-e depart-
ments and personnel through programs
including tralning of recruits, in-service

4« Years are fiscal years unless otherwise
stated.
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training, minority recruitment, and police-
community relations.

Federal funds for training recruits must
be tied to minimum program standards, in-
cluding classroom instruction in social and
behavioral sclences and actual street ex-
perience. The funds should also be available
for teacher training courses, such as those
required of recruit teachers in the FBIL

In-service training to keep policemen
abreast of new developments in law enforce-
ment techniques, and refresher courses in
such subjects as soclal sclences, community
relations, and law are virtually nonexistent
except in the largest police departments.
Federal funds for in-service programs should
be granted only to departments which agree
to require all patrolmen to participate in
these programs at least once a year.

States and localities could also utilize
block grants for training of local police de-
partment supervisory and command person=
nel, particularly in administrative manage-
ment techniques. To qualify for these funds,
departments would have to agree to require
satisfactory completion of appropriate
courses as a prerequisite for promotion to
any rank above sergeant.

Programs to improve police-community
relations, including more intensive efforts at
minority recruitment, should also be eligible
to receive federal funds.

Peculiar problems exist for a predominant-
1y white police force which must relate to
non-white communities. At the present,
many police forces are in this position, For
example, although Detroit’s population is 47
per cent Black, its police force is only 8 per
cent Black; in Newark, which 1s 46 per cent
Black, the police force is 10 per cent Black.
Increased recruitment of minority members
could be expected to improve significantly
police-community relations in many locali-
ties with large minority populations. As a
prerequisite to receiving federal aid, diserim-
ination in promotion policies must be
eliminated.

Federal grants to upgrade the quality of
police personnel under our proposals would
increase to $300 million by 1976.

COURTS

Operating inefficiencies throughout our
courts have created a major snag in Ameri-
ca's criminal justice system. Court dockets
are overloaded with criminal cases and over-
loading delays and diminishes justice. Crimes
committed by people awaiting trial have
aroused public clamor for pre-trial detention
despite grave civil llberties questions, Such
measures would not be suggested if we were
willing to tackle the tough, real task of
reducing court backlogs.

Another critical problem is the disparity
In the quality of justice from lower to higher
courts. Ninety per cent of criminal cases are
heard In lower courts. The Task Force Report
from the President’s Commission on Law
Enforcement and Administration of Justice
points out that division of the eriminal courts
has produced lower standards of judicial,
prosecutorial, and defense performance in
the misdemeanor and petty offense courts.
The Report states:

“No program of crime prevention will be
effective without a massive overhaul of the
lower criminal courts. The many persons who
encounter these courts each year can hardly
fall to interpret that experlence as an ex-
pression of indifference to thelr situations
and to the ideals of fairness, equality, and
rehabilitation professed in theory, yet fre-
quently denlied in practice. The result may
be a hardening of antisocial attitudes in
many defendants and the creatlon of ob-
stacles to the successful adjustment of
others,” &

5 Task Force Report: The Courts, The Pres-

ident's Commission on Law Enforcement
and Administration of Justice (Washington,
1967), p. 29.
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In addition, almost all studies concerned
with court reform have pointed out the need
for better administrative procedures such
as computerization of records and improved
management. Relieving judges of the routine
work they now handle would free them
for more important judicial responsibilities,
Lower level tasks could be handled by para-
professionals or less-skilled, lower-paid offi-
clals,

The federal government is limited in what
it can do to improve state and local courts.
Maintenance of a falr system of criminal
Justice is the responsibllity of state and lo-
cal governments, but the federal government
should encourage and finance reform.

First, however, the federal courts must
evaluate and improve their own procedures,
so that the entire federal court system be-
comes & model for upgrading, improving and
expediting the administration of justice. We
would be double funding for federal courts by
1976, from $60 to $120 million.

A second goal should be to encourage cre-
ation of federally funded model and experi-
mental court systems in three or four states.
The models should demonstrate methods for:
handling court backlogs; improving physical
facilities; computerizing of court adminis-
tration; upgrading of court personnel and
defense counselors; and training of parapro-
fessionals. We estimate a total annual cost,
beginning in 1973, of $256 million for these
model programs. In addition, the federal gov-
ernment should provide funds for state sur-
veys of court problems.

Finally, states and localities should be
granted 75 ©percent federal matching
grants specifically for court reform. In order
to receive grants, states would submit to the
federal government plans for reform, based
on the problems revealed by the surveys.
Nearly $300 million would be avallable for
this purpose in 1976.

LEGAL AID TO THE POOR

The Office of Economic Opportunity Legal
Services Program, now operates 800 fleld of-
fices and employs 2,200 lawyers—and it is
reaching only a fraction of those who need
assistance.

Although the American Bar Association
estimates that the poor have a minimum
of 5 million legal problems each year (other
authorities estimate the number is closer
to 10 or 15 million), OEO lawyers deal only
with approximately 600,000 cases annually.
We recommend an increase in both the
number of Legal Service projects (from 265
to 500 by 1976) and In staff, to expand exist-
ing operations. Greater use should also be
made of paraprofessionals, particularly law
students, in the program. To make these
improvements, outlays for Legal Services
should be increased from the 1971 level of
nearly $61 million to $131 million by 1976.

We also recommend that the program par-
ticularly emphasize assistance in cases which
involve policles and administrative proce-
dures of public agencles dealing with the
poor and in cases which may alter the law,
affecting significantly the lives of thousands
of the poor by a single ruling. Failure to do
this, in our opinion, will mean that the most
important goal of this program—that of
changing soclal institutions to make them
more responsive to the needs of the poor—
cannot be realized.

THE CORRECTIONS SYSTEM

Today, the enlightened public believes that
the primary purpose of our corrections sys-
tem should be to rehabilitate offenders. Yet,
the traditional demands for punishment—
deterrence of crime, and protection of the
public by isolating soclally dangerous indi-
viduals—have left us with a system in which
rehabilitation is almost impossible.

The chances that a former convict will
make a successful transition back to normal
life are poor, and those chances clearly
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decrease the longer a person is imprisoned.
There is evidence that the detrimental effects
of exposure to prison subculture actually
encourage recldivism (further offenses after
release).

There are about 200,000 inmates in federal
and state Institutions and approximately
80,000 serving sentences in local jails. If
present trends continue, 60-70 per cent of
these persons will commit crimes upon re-
lease and will eventually be returned to
prison.’ According to Richard Velde of LEAA,
we are not yet able “to identify with any
certainty the kinds of institutional programs
that can be depended upon to rehabilitate
any reasonably great number of persons
exposed to them.”?

A number of states and localities have be-
gun to experiment with minimum security
institutions and community-based centers
for the rehabilitation of misdemeanants,
particularly juveniles and first offenders.
Various graduated release programs, such as
work-release (offenders work in the commu-
nity, but live in an institution), and half-
way houses (small residences in the com-
munity where the offender is “boarded”,
rather than imprisoned) have been tried
for those who have completed part, or all,
of their sentence.

Unfortunately, despite enthusiastic claims,
there 1s no clear indication that offenders
who participate in these programs have a
lower rate of recidivism than others merely
placed on probation or parole. Eugene Dole-
schal, Assistant Director of the National
Council of Crime and Delinquency, reported
seemingly contradictory conclusions after he
reviewed studies of graduated release
programs:

“With minor reservations, the majority of
agencies administering the programs report
that graduated release is beneficial to the
offender and to society and should be ex-
panded; and

“Of the research and experiments under-
taken in the areas of work-release, pre-
release and halfway houses, the more rigorous
the methodology used, the more ambivalent
or negative are the findings regarding the
efficacy of these programs.*”

We recommend that the federal govern-
ment support research and demonstration
projects on community-based rehabilitation
and assign LEAA responsibility for collection
and evaluation of data. Funds for this pur-
pose should increase from an estimated $58
million in 1971 to $100 million by 1976.

Our corrections efforts must satisfy two
goals: 1) protection of society from socially
dangerous individuals and 2) the rehabilita-
tion of offenders. Yet incarceration—the
surest manner of protecting soclety—seems
to Inhibit efforts at rehabilitation, and par-
tial incarceration or graduated release pro-
grams do not appear to be more effective in
terms of rehabilitation than probation or
parole programs. These latter procedures are
far less expensive than other corrections pro-
grams. Probationers and parolees cost so-
clety between $350 and 1,000 per year, while
those imprisoned in penal institutions cost
between $3,000 and $8,000. Yet probation and
parole programs would seem to offer the least
protection to society.

The majority of those convicted of less
serlous offenses, in fact, are not a very seri-
ous threat to society, and studles indicate
that those who do pose a threat can be iden-
tified relatively easily. In many instances,

¢ Remarks by Richard W. Velde, Associate
Administrator, LEAA, at American Correc-
tional Association's Centennial Congress of
Correction, October 1970.

7Ibid.

8 “Graduated Release” by Eugene Dole-

schal, Information Review on Crime and
Delinquency, National Council on Crime and
Delinquency, 1969.
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then, probation or early release on parole
may provide the best change of rehabilita-
tion. But many states make inefficlent or
little use of probation and parole procedures.
About 28 per cent of state prisoners are re-
leased on parole each year (figures for local
Jalls are not available), compared to 40 to
50 per cent of federal prisoners, There are
also wide variations in probation procedures.

Some states have virtually no services, or
at best, fragmentary services. Although the
number of people placed on probation is
quite high (LEAA estimates as many as 800,-
000 at this time), many of the offenders sent
to institutions could also have been placed
on probation.

We therefore recommend three federal pro-
grams encouraging local corrections systems
to rely more on probation and parole. First,
for each offender placed on probation who,
because of the seriousness of the offense,
could have been sent to a state prison, a
local jurisdiction should receive a federal
grant of $2,5600. This amount is intended to
exceed the actual cost of probation, thus
acting as an incentive for states to rely
more upon and improve probation systems,
We estimate that in 1976, 30,000 offenders
would be placed on probation as a result
of this program, at a cost of $75 million in
federal outlays.

The federal government should also pro-
vide all jurisdictions with a #$500 non-
recurring grant for every person put on pro-
bation in each year. We estimate nearly 1.3
million offenders will be placed on proba-
tion in 1976; federal probation subsidies
would be nearly $6560 million. Money from
both of these grants would have to be spent
in the corrections system, but not neces-
sarily on probation services.

In 1970, the federal share of state and
local probation and parole costs was $56.3 mil-
lion. Under our proposals, this share would
rise to 755 million in 1976.

By adopting these proposals we hope to re-
duce the number of persons committed to
prison, but the prison population will most
probably remain high. Institutions at all
levels require renovation and reform, but the
problem is most acute at the local level.
Almost without exception, the nation’s 4,000
jails are under-funded, overcrowded, and
poorly operated; very few offer any re-
habilitation services.

We have already pointed out that there is
little evidence to suggest we know how to
rehabilitate offenders incarcerated In insti-
tutions. However, job training programs, by
satisfying the prisoner's most urgent need
upon release, have proved moderately suc-
cessful in easing the transition to a normal
life. Therefore, federal support for inmate
rehabilitation programs (currently estimated
at approximately $7 million) should be re-
stricted almost entirely to education and
manpower training programs.

We recommend sufficient funds be provided
by 1976 to assure voluntary job training for
every inmate of federal and state prisoners in
the year before his release. We estimate such
a program would cost $150 million in 1976. In
addition, the LEAA of construction
grants should be expanded to include federal
loans and loan guarantees. Outlays for this
purpose will increase from the current $4.5
million to $200 million by 1976.

TREATMENT

A significant proportion of those arrested
by the police do not belong in the court and
correction systems at all. These are people
with medical problems, particularly alco-
holies and drug addicts. Aleoholics represent
almost one-third of all those arrested, while
23 per cent of larceny and petty theft arrests
involve narcotics addicts, Many of these
should, if convicted, be placed in speclalized
health treatment centers rather than prisons.
Treatment facilities should also be available
on a voluntary basls to those who are not
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convicted and those not yet in the criminal
justice system.

In view of the striking success of many
large-scale voluntary programs for drug
addicts—Washington, D.C.'s methadone
treatment for heroin wusers is a prime
example—we recommend federal matching
funds be made available to cities to operate
these programs. By 1976, treatment Ifor
150,000 addicts should be available. Although
alcoholic treatment programs have not
proved as successful as some drug programs,
we recommend federal matching funds be
made available to local governments for
alcohol treatment.

Research into treatment techniques for
hoth alcoholism and drug addiction (which
would reduce both the recidivism rate and
undesirable side effects of present drug pro-
grams) should accompany these efforts. Out-
lays for these two programs should reach
$393 million by 1976.

ORGANIZED CRIME

Although organized crime directly or In-
directly affects most Americans daily, few
are aware of its influence or the scope of its
activities. Public unawareness contributes
significantly to the ease with which orga-
nized crime is able to acquire its profits and
maintain its power. The President's Com-
mission on Law Enforcement and the Ad-
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ministration of Justice ocutlined the prob-
lem as follows:

Organized crime is a soclety that seeks
to operate outside the control of the Amer-
ican people and their governments. It in-
volves thousands of criminals, working with-
In structures as complex as those of any
large corporation, subject to laws more
rigidly enforced than those of legitimate
governments. Its actlons are not impulsive,
but rather the result of intricate conspira-
cles, carried on over many years and aimed
at galning control over whole fields of activ-
ity in order to amass huge profits.®

Most of organized crime’s illegal revenue
is raised with the cooperation of the publie,
which makes the task of law enforcement
especially hard. Gambling, narcotics sales
and loan sharking are the major sources of
revenue. The profits from these enterprises
are used to Iinfiltrate legitimate business
areas (using illegal practices such as monop-
oly, terrorism, and extortion to achieve
success) .

The illegal narcotics trade has made
dangerous addictive drugs easily available
in our central cities. Provision of more treat-

® Task Force Report on Organized Crime,
President’s Commission on Law Enforcement
and the Administration of Justice, Washing-
ton, D.C., 1967.
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ment programs for narcotics addicts (see
recommendations above), together with
strong enforcement of the law with regard to
addictive drugs, are needed to reduce orga-
nized crime's activities in this area,

The federal departments spend an esti-
mated $68 million on investigation and pros-
ecutions of organized crime cases. In view
of the gravity of this problem, we recommend
an increase in outlays for federal activities
against organized crime to $125 million in
1976.

CRIME RESEARCH AND STATISTICS

One of the principal difficulties in evaluat-
ing present criminal justice procedures and
in instituting reforms, is the serious lack of
research and data in this field.

The National Institute of Law Enforce-
ment and Criminal Justice of LEAA should
continue to expand its valuable research and
statistical analysis activities and should also
increase research in soclal science areas re-
lated to criminal justice. In addition, a larger
component of mental health research funds
should be allocated to understanding erimi-
nal behavior.

Federal expenditure requirements to estab-
lish a central data bank, and to support the
research and data collection of the National
Institute of Law Enforcement and Criminal
Justice, are estimated at $150 million by
1976.

Administration

Urban coalition recommendations

Estimated Proposed
1971 1872 1972

1973 1974 1975

Ald to police departments:

Salary supplementation_. .. _______ .. ______..__._..._....
Bloc grants for upgrading police departments and personnef 2_.

Other (primarily equipment).__.__.
Subtotsd__ ..

Treatment programs:
Drug addicts
Alcaholics

Subtotal._...._._.....

Courts:
Assistance to States and localities
Operation and support of Federal courts
Legal assistance to low income citizens____ ...

Subtotal ... .. .......
Ald to State and local corrections:
5“ bati 'ang pa:oIeL, 4

Wikisagion

Physical lah;bili;at.ion and construction
Othera_. ...

Subtotal

Federal corrections system____..._......
Crime research and statistics -
t:4

Organized crime
Narcotics.

Total: oo

215
150
214

1704

235
200
240

265
250
248

305
300
268

579

675 763

162
15 30

255

110
102

82
3

1,285 1,793

2,212 2,942

1 This figure represents current Federal spending to upgrade police departments and personnel

# Includes prevention and cont

rol of juvenile delinquency, research grants to local corrections

through LEAA programs, Justice Department, FBI and Veterans Administration. All of these systems, and grants to prisons and jails for general activities and for personnel improvement and

pr?%r&ms will be replaced by a bloc grant in 1972, -

ncludes intelligence and information systems, laboratory support, control of civil disorders,

combat of organized crime and general police activities.

vocational training in prison.

4 Excludes all Federal Bureau of Investigation outlays, other than for organized crime and

narcotics, (and for aid to palice departments which will be replaced by our bloc grant).

COUNTEREUDGET: A EBLUEPRINT
FOR CHANGING NATIONAL PRIOR-
ITIES 1971-716—CHAPTER 16

HON. OGDEN R. REID
OF NEW YORK
IN THE HOUSE OF REPRESENTATIVES
Thursday, May 20, 1971
Mr. REID of New York. Mr. Speaker,

I include chapter 16 of the National Ur-
ban Coalition’s “Counterbudget: A Blue-

print for Changing National Priorities
1971-76" in the RECORD.
CHAPTER 16. EQUAL OPPORTUNITY
The ways in which public services are pro-
vided have a tremendous influence on which
citizens benefit socially or economically from
those services.

The United States must provide all citizens
an equal opportunity to participate in Amer-
ican society and in the shaping of govern-
mental decisions affecting their lives.

We equate equal opportunity with the as-
surance of individual civil rights: in voting,

health care, education, employment and
housing, One of the federal government's
most fundamental responsibilities is to assure
that all citizens enjoy these civil rights. But
government civil rights activities—once con-
sidered a specialized, clearly identifiable set
of programs—can no longer be percelved in
that isolated sense. Concern for civil rights
must permeate the entire federal effort to
provide for the national welfare of Americans.
The federal government can only be effective
in this mission by constantly accenting con-
cern for civil rights in its implementation of
programs responding to hunger, poverty, un-
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employment, underemployment, ill health,
poor housing, and inadequate education,

Discriminatory practices against racial and
ethnic groups continue to deny many groups
of Americans equal opportunities for self-
development and enjoyment of the fruits of
the American economy. Instances of discrimi-
nation range from blatant economic and
social exclusion of some citizens to subtle in-
equities in promotion and salary practices.

While the victims of discrimination com-
prise a far broader swath of American soclety
than most of us realize, denial of equal op-
portunity is most visibly and seriously a
problem for many Black, Mexican-American,
Puerto Rican, American Indian and some
other minority citizens. The disadvantages of
these minorities have been compounded by
the indifference and insensitivity of many
citizens to their plight.

Federal activities designed to protect the
civil rights of all citizens must incorporate
efforts to stem both discriminatory practices
and the insensitivity which slows the elimi-
nation of these practices. In addition, federal
civil rights guldelines must reflect a recog-
nition that the traditional concept of civil
rights is rapidly giving way to an expanded,
more complex view of what is encompassed
by the expression. The changing definition
has resulted, in part, from the civil rights
gains of the past decade, and subtle and fre-
quently more degrading forms of discrimina-
tion which evolved to circumvent those gains,
and the emerging sense of pride, self respect
and self identity which now characterizes
the feelings of many minority group citizens,

During the 1960's, enactment of new fed-
eral legislation and successful private and
executive branch court initiatives opened
previously closed doors of opportunity to
minority groups. But the gains were fewer
than the promises and expectations for three
critical reasons. First, the new civil rights
laws were enforced in a vacuum; they were
not integrated into the major programs of
the federal government. Indeed, federal civil
rights enforcers were viewed by program of-
ficials as interlopers, disruptive to on-going
operations. Many federal officials would not
assume civil rights responsibilities in admin-
istering their programs. Secondly, direct en-
forcement efforts to support new clvil rights
laws and executive orders were grossly under-
staffed and underfunded. In almost every
problem area, civil rights staffs were not even
able to react to all complaints formally ten-
dered to them—much less to actively Initi-
ate corrective proceedings. And third, since
the civil rights laws contained no built-in
factors to compensate for past raclal and
ethnie discriminatory practices, many minor-
ity citizens were unable to take advantage
of new opportunities because previous wrongs
had denied them the economic means and
technical skills.

As a result, vast numbers of minority
group citizens experienced no benefits from
these civil rights advances of the past decade.
Indeed, new frustrations were provoked by
the unfulfilled promises of the civil rights
laws of the 19060's, not only because the
lack of vigorous federal enforcement of the
new mandates rendered paper gains mean-
ingless, but also because new forms of dis-
crimination emerged.

These failures are in large part responsible
for the belief within important segments of
the various minority communities that the
goal of civil rights enforcement—raclal and
ethnic integration with the dominant white
society—is not the optimum solution to this
nation’s civil rights problem. Many believe
that integration and equal opportunity are
not synonymous and that economic, political,
and social independence are the keys that
unlock the doors to freedom in America. Such
independence, rather than raclal and ethnic
integration, has become the civil rights goal
of a growing number of minority citizens,

Federal leadership and activities in pursuit
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of the goal of equal opportunity must occur
on four broadly defined fronts: elimination
of the effects of past discriminatory prac-
tices; incorporation of civil rights goals into
all federal programs and activities; ending
discrimination in federal employment; and
enforcement of existing civil rights laws and
directives.

ELIMINATING SKILL LEVEL AND INCOME BARRIERS

The first front must consist of measures
to eliminate barriers erected by past dis-
criminatory practices. Without such meas-
ures, citizens now denied equal opportunitles
will never be fully able to take advantage of
corrective action.

A wide range of proposal promulgated in
earlier chapters would, if implemented with
sensitivity and awareness of civil rights con-
cerns, have significant effect in lowering
these barriers. Perhaps most critical of these
are recommendations we set forth to improve
the quality of education at all levels and
increase opportunities to recelve education at
pre-school, higher, and adult levels. Also
important are our income maintenance pro-
posals and a broad series of employment and
manpower proposals concerned with upgrad-
ing of skills, minimum wage coverage and
levels, and public service employment. Minor-
ity citizens are expected to benefit more than
proportionately from these recommendations.

In addition, we have made some recom-
mendations relating to speclalized programs
—such as significantly enlarged outlays for
bi-lingual education and adult basic educa-
tlon—to help cltizens overcome specific han-
dicaps like an inability to speak and write
English,

Minority entrepreneurship activities of the
Commerce Department, the Office of Eco-
nomic Opportunity and the Small Business
Administration should be given strong sup-
port. While such activities directly benefit
only a few minority citizens, the symbeolic
importance of ownership particlpation can-
not be overestimated.

INCORPORATING CIVIL RIGHTS GOALS
INTO OTHER FEDERAL PROGRAMS

The second front for federal action—and
perhaps the most important—will be the
significant incorporation of civil rights con-
siderations into all major federal program
and policy decisions. This is the most effec-
tive means of providing economic, political
and social independence for the majority of
citizens now deprived of some of their civil
rights. Only one-twentleth of one per cent
of the federal budget directly supports civil
rights enforcement; the manner in which the
other 99.95 per cent of federal outlays is
spent and the conditions placed on this
spending are of far greater relevance to the
provision of equal opportunity in American
soclety,

Shoring up existing coordination and ad-
vocacy efforts will be a first, but 1imited, step
toward this objective. Prerequisites should
include an expansion of the research and re-
porting functions of the U.8. Commission on
Civil Rights, a more formalized and syste-
matic ecivil rights policy leadership and
coordination role for the White House and
the Executive Office of Management and
Budget, and continued support for such ad-
vocacy organizations as the Cabinet Com-
mittee on Opportunity for the Spanish-
speaking and the Community Relatlons
Service.

But the most eritical aspect of assuring
equal opportunity through federal leverage,
lies in the institutionalization of civil rights
considerations into the policy decision-mak-
ing apparatus of every major federal depart-
ment and agency. This objective cannot be
accomplished by a minor office in each agency
assigned civil rights enforcement responsi-
bilities. The experience of the past decade
has demonstrated that such offices all too
often tend to be shrugged off by program of-
ficers and senior officials as peripheral ap-
pendages and irritants.
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The best guarantee of concern for civil
rights considerations, of course, would be the
appointment to senior policy positions only
of persons highly sensitive to such concerns.
Surely no one insensitive to such concerns
should hold high federal office. However, the
subtle forms now taken by discrimination
demand sophisticated countermeasures and
highly specialized skills.

Accordingly, also needed will be appoint-
ments of individuals in key policy-setting
offices throughout the federal government—
including regional offices—whose sole re-
sponsibility would be to insure that careful
consideration is given to civil rights in all
major programs and policies. If these persons
are to be effective, a new formal requirement
must be established, specifying that major
agency programs and policies recelve their
inputs before being promulgated.

These changes and requirements may seem
only subtly different from current practice,
but, properly performed, their impact could
be substantial. The ways in which public
services are provided have a tremendous in-
fluence on which citizens benefit socially
or economically from those services.

This point is well illustrated by a simple
example. Assuring that all hospitals which
receive federal benefits admit patients with-
out regard to race, color, or national origin
is a civil rights enforcement matter. Deciding
where in a city, town or county to locate
a new hospital is a program decision generally
made by individuals and agencies of govern-
ment that have nelther sensitivities to, nor
responsibilities for, civil rights matters. If
the program decision about where to locate
the hospital results in the facility being built
in an area where, because of transportation
or housing problems, it is not accessible to
some citizens, then assuring that the hospital
is open to all without discrimination is a
meaningless gesture. What would be far more
important for advancement of equal oppor-
tunity, in this and similar cases, would be
the establishment of a mechanism which in-
sured that the needs of all citizens were care-
fully reflected in such program decisions.

Where federal program decisions about the
provision of public services have strong local
dimensions—for example, the Model Cities
program, elementary and secondary educa-
tion aid, and highway, housing and health
facilities location decislons—and important
part of the solution must be improved mech-
anisms for community participation in the
making of those decisions. Recommendations
for precisely such mechanisms have been
made in specific instances In many of the
preceding chapters. In every case, though,
community participation needs to be bol-
stered by official government consideration
of equal opportunity concerns when basic
policies and guidelines are formulated.

This important goal of reflecting civil rights
concerns in major federal policy and program
decisions is not an expensive one to imple-
ment. We estimate that only $20 million more
will be required annually than the $12 mil-
lion currently being spent for this purpose.

ENDING FEDERAL EMPLOYMENT DISCRIMINATION

The third important area for federal in-
volvement must be the elimination of dis-
crimination in its own employment practices.
If for no other reason than the size and
diversity of its work force, the federal govern-
ment serves as the standard bearer in the
employment field for the entire country.
Beyond that, it cannot fairly require prac-
tices by private employers it does not meet
itself.

In terms of equal employment opportunity,
the current relative position of the federal
government is clearly anything but a na-
tional example of equitable job opportunity.
During the past decade, the ratio of Blacks to
Whites in the federal service has slightly ex-
ceeded the ratio of Blacks to Whites in the
total U.8. population (Black citizens con-
stitute about 10 per cent of the total U.S.
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population.) However, year after year, most
Black employees consistently have been con-
centrated at the lower end of the salary scale
within every pay plan. As of 1967, only 1.8
per cent of all federal employees earning over
$£12,000 were Black. Spanish-speaking citizens
(who comprise about 5 per cent of the U.S.
population) fared even worse; they held only
2.6 per cent of federal jobs and a mere 0.6
per cent of all such jobs paying more than
$8,000. Strict proportionality of representa-
tion for all groups in American soclety should
not be a government employment goal, but
opportunities for such employment must be
open equally to all citizens. One can reason-
ably infer from such statistics as those above
that that goal remains far from being
achieved.

Clearly there exist flaws in recrultment and
promotion. A restructuring of entrance ex-
aminations and other requirements should
be made to reflect more adequately the cul-
tural diversity of the American population.
Similar changes are needed in promotion
criteria, Special training programs should be
operated by the Civil Service Commission to
help applicants and current low rank em-
ployees overcome basic educational weak-
nesses. Particular attention should be paid
to unequal promotion practices and a general
lack of cultural sensitivity pervading the
military services.

ENFORCEMENT OF CIVIL RIGHTS LAWS

The final front for federal action—and one
which should be emphasized only when
other actions are deficlent in producing de-
sired results—is enforcement of civil rights
laws and directives. For the near future, un-
fortunately, it appears that a dramatically
more comprehensive enforcement effort will
be required than exists today. For the most
part, adequate civil rights laws are on the
books, but they are meaningless unless ac-
companied by adequate enforcement.

A varlety of problems common to most
federal agencies with civil rights responsi-
bilities, have prevented full enforcement of
the laws and have rendered the agencies in-
capable of achieving their goals. Without
exception, all agencies with civil rights re-
sponsibilities lack sufficlent staff to carry
them out at an acceptable level of effective-
ness, Other problems include lack of author-
ity and decision-making responsibility among
civil rights officials in varlous agencies; fail-
ure to defilne goals and priorities in clvil
rights efforts; failure to co-ordinate civil
rights efforts among all government depart-
ments, agencies, and boards; undue emphasis
on complaint oriented rather than investiga-
tive programs; vague and unenforced compli-
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ance and review efforts; and fallure to collect
and utilize racial and ethnic data in planning
and evaluating progress toward goals, Of all
these flaws, inadequate staffing is the most
damaging. Consider the following examples:

During its first year of operation, the Equal
Employment Opportunity Commission an-
ticipated receiving 2,000 charges and actu-
ally received 8,000. Since that time the back-
log has continued to grow and the average
processing time has further increased.

The 1968 Federal Falr Housing Law man-
dated “affirmative action” to further the pur-
poses of the act. The Department of Housing
and Urban Development (HUD) has ignored
taking the imaginative actions this language
makes possible, and has neither sought com-
plaints nor assessed patterns and practices
of discrimination. In 1969, it acted only on
979 complaints received from individuals,
nearly 300 of which were immediately dis-
missed for lack of jurisdiction. Only once
was evidence turned over to the Department
of Justice to bring suit where practice of dis-
crimination was found. Part of the problem
is that funds have been provided only for
1056 people to staff this function.

The Department of Justice acts as lawyer
for all civil rights agencles, takes legal ac-
tions on its own behalf, enters cases as a
friend of the court in privately initlated
suits, and under specific statutes acts di-
rectly on behalf of private parties where a
general public interest is demonstrated.
About 100 lawyers in the Civil Rights Divi-
slon—far too Inadequate a number—have to
handle the vast array of Departmental re-
sponsibilities, including public accommoda-
tlons; interference with rights; school, hos-
pital, and employment sults; and voting ac-
tions,

There are numerous other areas of inade-
quacy. The 16,000 health care facilities which
must be reviewed to assure compliance with
desegregation requirements are not belng
inspected Ifrequently enough. Regulatory
agencies have hardly begun to use their 1i-
censing and other regulatory powers to re-
quire affirmative action programs in the vari-
ous transportation, communications, and
power industries. Because of the educational
importance of radio and television, action is
particularly needed to provide opportunities
for more diverse segments of the population
to participate in broadcasting.

The Department of Health, Education, and
Welfare (HEW) school integration activities
are deficient on many counts. In the South,
where such efforts have been concentrated,
recent follow-through efforts have been in-
adequate. Far too few actions have been
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initiated at all in other parts of the country
where segregation is even more of a prob-
lem. And in the focus on Black-White in-
tegration, the equally serious problems of
Spanish-speaking citizens have been slighted.
A 1969 U.S. Commission on Civil Rights sur-
vey documented extension segregation of
Mexican-American students in the five
southwestern states. Although Mexican-
Americans comprise 17 per cent of the stu-
dent enrollment in these states, more than
65 per cent of the Mexican-American students
were in schools with 50 per cent or more
Mexican-American enrollment. Twenty-two
per cent were found in schools with 80 to
100 per cent Mexican-American enrollment.

Altogether, less than $80 million will be
spent this year on federal civil rights en-
forcement, We recommend that outlays for
this purpose quickly be scaled up to a level
of $170 milllon—still an infinitesimal frace
tion of the total federal budget, but one

possible dramatic improvements in
effectiveness. As citizens become more con-
sclous of the civil rights of others, and as
government program decisions refleet such
concerns, then the civil rights enforcement
budget should level off and eventually
decline.

In summary, the foundation upon which
rests an Increase in the exercise of funda-
mental civil rights by minority citizens is
the reduction of barriers posed by inade-
guate economic means and technical skills.
Implementation of economic and socilal
measures we recommend which are geared
to this end is essential to developing the
abilities of many minority citizens to take
full advantage of their basic rights. With
this foundation, Importance also devolves
to the elimination of discrimination in fed-
eral employment practices, more than
doubled financial support for civil rights en-
forcement activitles, and—most critically—
the establishment of a structure and staff
positions within each of the major program
divisions of the various federal departments
and agencles to provide an effective and
decisive ecivil rights element in every major
program of the federal government.

Clearly these recommendations speak for
8 high priority for civil rights and egqual
opportunity concerns during the coming five
years. Yet all this can be accomplished with
an annual expenditure level of $263 million,
an increase from $122 million in 1971. This
recommended sum is trivial in relation to
our entire proposed federal budget, but its
importance to those cltizens who now lack
equal opportunities for self-development can
hardly be overestimated,
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COUNTERBUDGET: A BLUEPRINT
FOR CHANGING NATIONAL PRI-
ORITIES 1971-T6—CHAPTER 17

HON. BENJAMIN S. ROSENTHAL

OF NEW YOREK
IN THE HOUSE OF REPRESENTATIVES
Thursday, May 20, 1971

Mr. ROSENTHAL. Mr. Speaker, I in-
clude chapter 17 of the National Urban
Coalition’s “Counterbudget: A Blueprint
for Changing National Priorities 1971-
76” in the RECORD: 1

CuAarTER 17. CONSUMER PROTECTION

A shift in emphasis is needed to give con-
sumer interests at least as great a priority
as those of business, industry, labor and
other organized groups.

Protecting the American public from dan-
gerous products and deceptive sales tech-
niques is now acknowledged to be a proper
government responsibility. Yet, the federal
government is not now adequately meeting
this obligation. Probably the major reason
for federal fallures is that consumer inter-
ests are not adequately represented either in
Congress or In administrative departments
charged with enforcing protective laws. A
shift in national emphasis Is needed to give
consumer Interests at least as great a pri-
ority as those of buslness, industry, labor
and other organized groups.

Our recommendations would necessitate
both an increase in spending on consumer
protection programs and a significant reor-
ganization of the machinery to establish and
enforce standards. Congress has falled con-
sistently to give federal agencies sufficlent
resources to carry out consumer protection
programs. However, It must be stressed that
merely increasing these resources will not
solve consumer problems. Reforms are
needed in the operation of federal programs
and in some areas, new legislation will be
required. Above all, the government must
demonstrate a wilingness to aggressively en-
force stricter consumer protection standards.

CONSUMER PROTECTION PROGRAMS

At least 39 different federal departments
and agencles are responsible for protecting
consumer interests. However, major respon-
sibility is vested in the Department of
Health, Education, and Welfare's Food and
Drug Administration and in the Federal
Trade Commission, an independent agency.

Food and Drug Administration: The Food
and Drug Administration (FDA) inspects
food and drug firms and tests products for
safety. At the present time, it receives in-
sufficlent manpower and funds, and is “un-
able to cope with the challenge”! of guar-
anteeing food and drug safety in the Ameri-
can marketplace. Inspections of the 100,000
food processing plants and warehouses and
more than 8,000 drug manufacturers are car-
ried out by a staff of only 552.

The entire FDA food program s operated
by a total staff of fewer than 1,300, grossly
insufficlent personnel to test and regulate
all food products on the American market.
Because of the shortage of inspectors, FDA is
forced to rely heavily on voluntary com-
pliance and self-regulation by both the food
and drug industries. Yet in 19692 follow-up
inspections of drug firms previously cited
for violations revealed that 75 per cent of
them had failed to correct those violations
voluntarily. SBuch a finding strongly suggests
the need for further FDA regulatory
activities,

Insufficlent research Into the effects of
food additives—partly because of funding

1 Report of FDA Study Group to Commis-
sloner Herbert Lay, Jr., August, 1969.

2Years are federal Fiscal Years unless
otherwise stated.
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deficiencies has resulted in the appearance
of dangerous compounds, such as cycla-
mates, in marketed food products. A large
scale effort is underway to reevaluate more
than 600 chemicals already in the market.
These chemicals were originally classified
by FDA “Generally Recognized as Safe”
without intensive investigation into their
effects.

The FDA has often experienced difficulty
in obtaining the cooperation of other de-
partments performing related work. For
many years, for example, the Agriculture De-
partment's Pesticide Registration Program?
operated with safety standards which con-
flicted with FDA standards. The FDA prod-
uct safety program has also been hampered
by the fact that at least ten other agencles
test or set standards for various products.
Poor inter-agency communication, as well
as lack of official cooperation, mean that
new standards are often slow to be adopted.

We therefore recommend an expansi.n of
FDA food and drug research programs and in-
creased Inspections designed to ensure com-
pliance. Sole responsibility should be given
the FDA for regulation of flammable fabrics
and for all mechanical and electrical house-
hold goods and appliances. (At the present
time, FDA and the Commerce Department
share joint responsibility in the ~ areas.) Full
implementation of these recommendations
would require Increasing the FDA budget
from $79 million in 1971 to $161 million in
1976.

Federal Trade Commission: The Federal
Trade Commission (FTC) is charged with
investigation and prevention of monopolistic
and deceptive practices—including "eceptive
labeling or packaging, false advertising and
the sale of unsafe or harmful products—and
with enforcement of Truth-in-Lending pro-
visions. Its operations have been hindered by
several factors. Principally:

Congress has consistently failed to appro-
priate sufficient funds to enable the FTC to
carry out its responsibilities, particularly
those new responsibilites assigned by Con-
gress itself.

Limited reources have all too frequently
been absorbed *y actions on minor violations
while larger-scale frauds have c-ntinued
unchecked.

The Commission has relied too heavily on a
system of voluntary compliance with the
FTC regulations.

Staff investigations have been long and
drawn out, due primarily to poor operatl nal
procedures.

In carrying out its overall missic-, the FTC
has been hampered severely by its own mis-
placed priorities, Its concern with minor
labeling violations is certainly laudable, but
it is inappropriate to concentrate large staff
and financial resources on these activities if
the result is inadequate funding and person-
nel for such programs as combating of
serious local frauds, effective policing of
advertising in national publications, and
enforcement of voluntary compliance
procedures.

Disappointing results indicate that the FTC
has placed too much rellance on its volun-
tary compliance system . ‘hereby .. company
in violation of the law, at FTC request, agrees
to alter its practices in the future). Although
this may be an efficient way for the FIC to
protect consumers from a multitude of ille-
gal practices, it can only prove effective if
supported by a real threat of strong, prompt
legal action. The number of instances involv-
ing legal action—never significantly high—
has fallen recently from 93 in 1963 to just 16
in 1969.

FTC investigations have traditionally been
extremely slow; often action is not taken on a
case for several years. And the number of

3This program has recently been trans-
ferred to a new agency, the Environmental
Protection Agency.
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cases handled has been shockingly small.
In 1969 only 192 new investigations of decep-
tive consumer practices were opened by the
FTC, although the agency received 12,000
complaints that year. Many more investiga-
tions should be conducted, requiring addi-
tional staff as well as improved operational
procedures within the agency.

Since the appointment, in the summer of
1970, of Miles Kirkpatrick as chairman, the
FTC has stepped up the number of consumer
actions and improved methods fo investi-
gation and enforcement significantly. To
allow the agency to continue to expand its
activities, we recommend an increase in the
budget of its Bureau of Consumer Protection
from $11 million to $24 million by 1967.

To extend federal regulation in yet weak
areas, consumer legislation is needed regard-
ing both credit and packaging regulations.
We recommend that:

The mailing of unsolicited credit cards be
made illegal.

Consumers be permitted to request coples
of their credit ratings held by any company
offering credit, and to submit further evi-
dence of good credit and request removal of
incorrect information. Fallure by the com-
pany to comply with such requests would
leave it liable to prosecution.

Unit labeling of packages be required for
all appropriate goods, with price per pound,
pint, or other unit of measure on the con-
tainer.

Anti-Trust Activity: The dynamics of a
competitive economy normally operate to
keep prices down, thereby benefiting con-
sumers directly. The enforcement of anti-
trust and anti-monopoly laws serves to re-
move any abnormal impediments to market
competition and to deter unlawful exercise
of market power or collusion among firms
at the expense of the consumer. These laws
cover a varlety of business practices, includ-
ing mergers between firms, but they are gen-
erally vague and allow for latitude in judging
individual cases. The Justice Department and
the FTC, which share responsibility for en-
forcing these laws, should intensify their
surveillance and Investigation of business
activities, and federal outlays should in-
crease from $19 million in 1971 to $22 mil-
lion by 1976.

OTHER CONSUMER PROTECTION NEEDS

Consumer Protection Agency: The preced-
ing recommendations concerning the opera-
tion of the FDA and FTC will do much to
improve the effectiveness of federal consumer
protection activities. However, poor coordi-
nation between the 39 different departments
and agencies operating in this area, and
failure of many of them to demonstrate a
real commitment to consumer interests,
means organizational improvements are also
necessary. We therefore recommend the es-
tablishment of a new independent Con-
sumer Protection Agency, to:

Coordinate existing programs and Kkeep
federal agencies advised of all federal con-
sumer programs.

Represent consumer interests in proceed-
ings of federal departments and agencies and
in court proceedings initiated by these de-
partments or agencies.

Make recommendations on programs, regu-
latlons and other decislons affecting con-
sumers and to require agencles to recon-
sider decisions deemed inimical to consumers.
The new agency would be required to make
public the reasons for its objections to the
decisions.

Prevent violations of the law or federal
regulations (in a similar manner to the FTC)
in cases where other department's actions
are inadequate or In a case of extreme ur-
gency (it is not envisioned that this power
would often be invoked).

Gather and disseminate information, in-
cluding results of government tests, and en-
courage and support consumer education
programs.
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CONSUMER LAW AND EDUCATION

There are limits to what government agen-
cles can do to protect consumers. Adequate
protection also requires a citizenry with the
education tools to protect itself, including
a mechanism for legal recourse by individ-
ual consumers when fraud does occur. Cur-
rently, federal law concerning permissible
legal action is inadequate. Legislation per-
mitting consumers to band together to sue
the offending company (class action suits)
would give the average consumer a legal
recourse presently avallable only to the
wealthy. Present law requires each com-
plaint in a federal court to involve a sum
over £10,000. We recommend that individuals
with claims of $10 or more be permitted to
join together to reach this figure.

Consumers also need legal protection
against contracts or agreements signed in
the home as a result of high pressure door-
to-door sales techniques. We suggest that
consumers, in such cases, be allowed to can-
cel the contract within seven days of pur-
chase without liability for payment.

None of these recommendations can be
effective if consumers do not know how to
avold deception, how to shop comparatively

EXTENSIONS OF REMARKS

and to protect their rights, and what re-
courses are open to them. For this reason,
the new Consumer Protection Agency should
be charged with disseminating consumer
information and conducting education ecam-
paigns. In addition, we suggest mandatory
consumer education courses in high schools
and special federal programs aimed at edu-
cating the lower-income consumer.

PROBLEMS OF LOW INCOME CONSUMERS

It is likely that one group of Americans
will continue to disproportionately suffer
from consumer problems as & result of vic-
timization and exploitation. The low income
consumer not only has greater problems, but
is more poorly equipped to solve them than
his more affluent counterpart. A lack of
mobility may restrict the geographic area in
which he shops. Local stores, generally small
with high overhead costs, may charge more
than those in more affiuent neighborhoods.
This situation has, of course, created an ideal
opportunity for unscrupulous merchandizers.
Because many low Iincome consumers at-
tempting to deal with their problems are
frustrated by a limited education or back-
ground, they are often incapable of seeking
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asslstance or taking action, even if they
realize their legal rights are being violated.
We therefore recommend:

An expansion of the Office of Economic
Opportunity (OEO) legal aild program to
allow service of 800,000 more consumers by
1976. Outlays for this purpose would increase
from $12 to 30 million by 1976 (see Chapter
15).

An increase in the consumer education
programs of local Community Action
Agencies (CAA's) and an increase in OEO
grant funds for this purpose from $3.2 to 86.4
million by 1976 (see Metropolitan Develop-
ment section budget for funding of CAA's).

Subsidy of low Income credit wunions
through the National Credit Union Adminis-
tration (NCUA), allowing for five-year grants
to cover administrative and operating costs.
The OEO program which funds a limited
number of these credit unions through local
CAA’s should be transferred to the NCUA.

Decisions affecting the deposit of federal
funds, and the use to which these funds may
be put, be made consistent with the needs
of financlal institutions which serve lower
income areas, or which invest in low income
credit unions.

Administration

Proposed,

Urban coalition recommendations

Estims-led,
1971

972

1973 1974 1975

Food and Drug Administration:
Food program
Drugs and devices
Product safety_ ... _.._...__. i
Program direction and administration

Subtotal_
Federal Trade C:
Antitrust enforcement” ol
Subsidies to low income credil unions:

Office of Economic Opportunity__ ... _.
National credit union administration

T —

Bureau of C

70
53

128

! This table does not show all Federal consumer protection activities, only those mentioned in

the text above.

2 Expenditures on legal assistance for low income consumers are contained in the budget for

law enforcement and criminal justice, and those of local community action agencies in the metro-

politan development budget.

COUNTERBUDGET: A BLUEPRINT
FOR CHANGING NATIONAL PRI-
ORITIES 1971-76—CHAPTER 18

HON. CHARLES W. WHALEN, JR.

OF OHIO
IN THE HOUSE OF REPRESENTATIVES
Thursday, May 20, 1971

Mr. WHALEN. Mr. Speaker, I include
chapter 18 of the National Urban Coali-
tion's “Counterbudget: A Blueprint for
Changing National Priorities 1971-76" in
the RECORD:

CHAPTER 18. NATIONAL DEFENSE AND
MILITARY ASSISTANCE

We must honestly recognize the highly
limited degree to which foreign policy objec-
tives can be achieved by use of conventional
U.S. military forces.

In the nuclear era, no level of military
spending can quarantee a nation security
against external threats. Inevitably, any level
of defense spending requires acceptance of
some level of risk. In deciding how much
should be spent on military forces, we must
keep three broad propositions in mind:

1. Military expenditures are not directly
productive. They provide a protective shield
which enables the United States to pro-
gress toward the achievement of national
goals, but they do not directly advance us to-
ward any of those goals. We should, there-

fore, spend no more on military expenditures
than is sensibly needed for national security.

2. High levels of defense spending are not
needed to prop up our economy. The huge
backlog of other needs is more than adequate
to fill any gap in aggregate demand—after
appropriate conversion and retraining meas-
ures—left by reductions is defense spending.

3. Defense spending should be geared to
the scope and character of predictable enemy
threats, with due consideration to the rela-
tive merits of other claims on national re-
sources. It should not. as is often argued,
be pegged to GNP.

Our assessment of defense needs for 1972-
1976 * must begin with an examination of the
capabilities and intentions of potential ad-
versaries and of our own military commit-
ments to allied natlons. We cannot project
the former with any high degree of certainty
because we cannot control them. We can,
however, reach some intelligent judgments
based on current evidence and recent trends.

The threats to United States security can
be readily identified. Fortunately, we are not
beset upon all sides by enemies, but real
potential threats do exist. Both Russia and
China possess sufficiently military might to
cause considerable physical damage to the
United States. We do not know whether
either of these natlions would take advantage
of a future opportunity to advance its na-
tional Interest by forcible use of that military

1Years are federal fiscal
otherwise stated.
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might, but we cannot be certain they would
not. It is because of these Soviet and Chinese
threats that we have entered into security
agreements with more than 40 nations. Ac-
cordingly, we must interpret the obligations
entailed by these agreements in terms of the
threats.

These same threats have existed for more
than two decades—but they have not re-
mained static. Indeed, in developing recom-
mended levels of military spending, we must
be sensitive to the changing nature of ex-
ternal threats to U.S. security. Central among
recent changes are: 1) the shattering of the
image of a monolithic Communist bloc, most
visible in Soviet-Chinese clashes which have
kept some troops of both countries tied down
along their common border; 2) a new (more
conservative) estimate of objectives achiev-
able by major American land involvement in
Asia; 3) a current close balance between U.8.
and U.S.8.R, nuclear destructive capabilities,
but at a much higher, and therefore more
dangerous level than existed a decade ago;
and 4) a limited and crude Chinese nuclear
capability, Juxtaposed against a less impos-
ing threat from Chinese ground troops than
was previously assumed, due primarily to
logistics constraints they face beyond their
borders.

Taken together, these general observations
strongly suggest the possibility of smaller
U.5. defense forces in the 1970's than the
nation provided for in the 1960's. Current
defense forces are unnecessarily large in re-
lation to the purposes they serve. This con-
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clusion is reinforced by several additional
factors: (1) the strategic and technological
obsolescence of much of the surface Navy;
(2) capability of many of our allles to
shoulder a fuller portion of the burden of
their own defense; and (3) a tremendous
backlog of high priority, competing domestico
claims on the natlonal dollar:

With this general background, we need
next to determine in greater detail what force
needs will exist in the next five years and
what they are likely to cost.

We can hope that the next five years will
be marked by heightened international co-
operation in winding down the nuclear arms
race and settling of the smaller-scale con-
flicts through negotiations rather than resort
to arms. We can hope for broadened recog-
nition of the role, and actual use, of the
United Nations as a peacekeeping agent. We
can hope that significant arms limitation
agreements emerge from the Strategic Arms
Limitation Talks (SALT) and any successor
talks. We must work diligently, through dip-
lomatic processes, to advance all of these
ends.

But we cannot assume that any of these
goals will be attained between now and
1976. Where any are, we will have then the
opportunities to cut military spending fur-
ther. Today, we must develop defense policles
without assuming any of these improvements
in international understanding.

This conclusion does not mean that U.S.
military forces must or should remain static.
We already have cited several changes in the
international climate which do indicate the
appropriateness of a lower U.S. milltary pro-
file in the 1870's. Changes in U.S. military
forces, though, must reflect technological and
political changes which have occurred in the
world, not those we wish would occur.

To simplify the analysis, we will begin by
examining the requirements for an ongoing
baseline force and then turn to speclal ad-
ditional needs 1n Vietnam, It is not generally
realized, but even at the peak of our involve-
ment in Vietnam only about 30 per cent of
the defense budget was being spent to con-
duct the war. The remaining 70 per cent has
reflected the cost of what has come to be
known as the baseline force. It is, in effect,
the peacetime force that we maintain both
for deterrence of enemy aftack and for at
least the initial stages of a conflict, which
would require invoking the commitments of
the United States. We will examine in turn
the two major components of the baseline
force—strategic forces and general purpose
forces, each including required support
forces.

STRATEGIC FORCES

Deterrence of nuclear attack is the funda-
mental purpose served by U.S. strategic
forces. We deter such an attack by pos-
sessing the ability to inflict damage unac-
ceptable to a nation which has attacked us.
Thus, in order to deter an enemy strategic
nuclear attack with high confidence, we
must be able to convince other nations that
we have the capability to absorb a massive
enemy strike, delivered with little or no
warning, and still strike back with devas-
tating power.

We now possess more than sufficient forces
to perform this mission. Assuming the worst
about Soviet intentions and probable capa-
bilities, U.S. strateglc forces could destroy
more than 40 per cent of the U.S.S.R.'s total
population and more than 756 per cent of its
industrial capacity, The official Defense De-
partment standard for an effective deterrent
requires destruction of 20-25 per cent of the
U.8.8.R.'s population and half its industrial
capacity.

Strategic offensive forces—No efforts
should be stinted in pursuit of agreements
on nuclear weapon limitations at the SALT
talks or any subsequent international
forums. But even in the absence of such
agreements, significant reductions in U.8.
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strateglc forces are possible without
sacrificing national security—and perhaps,
in fact, increasing security through a gradual
winding down of the arms race. This claim
rests on the assumption that recent trends
in the size and composition of Soviet and
Chinese strategic forces continue during the
coming five years.?

Part of the reason for our current surplus
capability is the maintenance of a triple
deterrent—Polaris submarines, Minuteman
land-based missiles, and B-52 and FB-111
bombers—with each component by itself
sufficlent to assure destruction of Soviet or
Chinese scciety on a retallatory strike.

This redundant triple deterrent can be
reduced. A marginal case might be made for
maintaining a mixed strategic offensive force
as a hedge agalnst the extremely low proba-
bility that the Soviet Union could develop
some device to cripple our Polaris fleet, But
Secretary of Defense Melvin Laird has said:

According to our best current estimates,
we believe that our POLARIS and POSEIDON
submarines at sea can be considered virtually
invulnerable today.?

But maintaining the benefits of a mixed
strategic force does not require that bomber
or land-based misslile forces be slgnificantly
modernized or even kept at current levels.

The strategic advantage has now shifted
to sea-based deterrent systems such as
Polaris; bombers and land-based missiles are
increasingly vulnerable to enemy missile at-
tack. We support current United States plans
to convert 31 Polarls submarines to the
Poseldon configuration (involving essen-
tially substitution of new missiles which can
carry ten warheads as opposed to three on
the Polaris missiles) and to expand funding
for the highly promising ULMS (underwater
long-range missile system), a submarine-
based system proposed as an eventual suc-
cessor to Poseidon. ULMS should not, how-
ever, be rushed Into production; that step
should be taken if and only if the Soviet
Union is discovered to be successfully devel-
oping a radically advanced anti-submarine
warfare concept which threatens Poseidon
survival.

At the same time, however, MIRVing of
the land-based Minuteman missiles (that is,
providing each of them with several, rather
than one, nuclear warheads) should imme-
diately cease; this program Is not necessary
for deterrence and would at great expense
(the total program cost is estimated to be
$56.4 billion; current year spending is about
$700 million), serve only to lessen security
by unbalancing the arms race. Development
of a new strategic bomber, the B-1, should
also cease. If this program is allowed to
proceed, its eventual cost 1s llkely to be
$15 to $20 billion. Technologlcal trends raise
doubt that we will ever again need an
advanced design strategic bomber; missiles
have a growing edge in accuracy, speed, and
penetration, But, we can retain the wvalue
of a bomber force with significantly fewer
planes than are now on ready status. We
recommend phasing out by the end of 1973
two-thirds of the current 27 bomber squad-
rons, thereby saving $1.2 billion annually.

Strategic defensive forces.—United States

2 The Soviet Union has been vigorously im-
proving the capabllities of its strategic sub-
marine fieet, but has slowed and recently
ceased construction of sites for additional
large land-based S8-9 missiles. The Soviet
intercontinental bomber force consists of less
than 150 planes and is neither being enlarged
or modernized. The Chinese strategic missile
force which is expected to materialize, but
does not yet exist, was described by Secretary
Laird as follows: “for many years to come
[it] will be far too small and will lack the
accuracy to pose a threat to our strategic
offensive capabilities.”

3 Melvin R. Laird, Fiscal Year 1971 Defense
Program and Budget, Feb. 20, 1870, p. 40.
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strategic defensive systems are less extensive
and in total less costly to maintain than the
offensive weapons just described. This is so
because the fundamental purpose of our
strategic arsenal is deterrence, not damage
limitation.! The most important and least
expensive of our strateglc defensive forces is
an enemy missile warning system consisting
of radars, computers, and communications
devices. This network is designed to provide
us with precious minutes of warning and
decision-making time between the spotting
of enemy missiles and their striking of U.B.
targets.

The contribution of other existing and
proposed strategic defensive systems is highly
questionable. The oldest and most expensive
to maintain of these is the SAGE—Air De-
fense Command, a network of radar, inter-
ceptor planes, and ground-to-air missiles
designed for defense against Soviet bombers.
At one time, this was a critical purpose, but
with a SBoviet intercontinental bomber force
of less than 150 planes (and no sign of
Soviet plans to enlarge or modernize that
force), air defense is now of much less rela-
tive importance. We recommend phasing out
a major portion of the remaining bomber-air
defense system (saving as a result $800 mil-
lion a year—slightly over half of current
costs). We need to retain essentially a
surveillance capability.

We also recommend the cessation of all
attempts to operate defensive systems which
would seek to intercept Russian or Chinese
missiles launched toward U.S. targets. Such
an approach, relying heavily on anti-ballis-
tic missiles such as the Safeguard system, of-
fers very little additional effectiveness and
is extremely costly. Safeguard outlays in 1971
are expected to total $1.5 billlon; the cost of
the completed system is widely disputed but
almost certain to be more than $10 bil-
lion. Moreover, to the extent the United
States tries to improve its strategic defensive
capability, the Soviet Union and China
would be likely to consider their own capa-
bility for deterrence threatened and would
add enough offensive forces to nullify our
defensive measures. Such a competition is
expensive, fruitless, and dangerous. The eco-
nomiecs of this competition, moreover, favor
the offense.’”

Adoption of the above recommendations,
supplemented by continued substantial ex-
penditures for associated research and de-
velopment and intelligence activitles, would
permit a reduction from $16.3 billion in cur-
rent strategic outlays to $10.5 billion in 19786.
These measures would leave us with an ef-
ficlent early warning system and deterrent
forces consisting of a large but potentially
vulnerable Minuteman force, a modest sized
bomber force, and the virtually invulnerable
Polaris-Poseldon fleet. This reduced stra~
teglc force would still be more than adequate
in a retaliatory strike and would qualify as
an effective deterrent by officlal Department
of Defense standards.

GENERAL PURFPOSE FORCES

The general purpose (or conventional)
force required relates more to the support
of our commitments to more than 40 other

* Damage limitation refers to a policy of
attempting to curtail destruction wreaked
on American cities and offensive missiles by
an enemy attack. Systems employed to limit
such damage generally are designed to work
by intercepting and destroying enemy mis-
siles or bombers before they reach American
targets.

51t is basically cheaper for one nation to
buy additional offensive missiles than it is
for its foe to buy enough defensive equip-
ment to nullify those additional missiles. Be-
cause nuclear weapons carried today by mis-
slles are devastatingly powerful, a defensive
system guarding a city or a missile site can-
not afford to permit a single enemy missile
to reach that site,
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nations than to the defense of our own ter-
ritory. Outlays for baseline general pur-
pose forces (excluding, that is, special incre-
ments for Vietnam) are estimated at $45.2
billion in 1971. This level of spending is de-
signed to provide sufficient general purpose
forces to maintain combat capability for the
initial stages of two major wars and one
minor war simultaneously.’ The Administra-
tion has announced, however, that future
planning will be based on the capabllity to
wage only one major war and minor war
simultaneously.

The Administration has suggested that
fewer men will be needed to implement this
posture, They have also announced that no
treaty commitments to allies will be abro-
gated, although some will be reinterpreted.
But there remains a considerable lack of
clarity concerning areas of the world where
U.S. interests are considered vital, and what
types and numbers of general purpose forces
are deemed necessary to protect those inter-
ests. The President did imply in his first State
of the World Message that our major foreign
commitments lie in Europe rather than in
Asia. But he has revealed little of his think-
ing about the kinds and costs of military
forces dictated by this new doctrine.

In order to derive an estimate of forces
required to implement these broad policies,
one must make some reasonable assumptions
about the major considerations which dic-
tated Administration development of & new
doctrine. The experience of the past decade
seems to contain three paramount lessons
for the use of United States conventional
military forces. The likelihood is that all
three had some shaping influence on the new
doctrine.

First, we must be strictly aware of what
parts of the world are vital to U.S. interests.
Conventional U.S. military forces should be
committed only where those interests are
affected. Treaty commitments should be in-
voked only when a common threat is posed
to the United States and an ally—the origi-
nal purpose for which all our treaty commit-
ments were designed.

Second, we must honestly recognize the
highly limited degree to which foreign policy
objectives can be achieved by use of con-
ventional U.S. military forces. Our involve-
ment in Vietnam has proved, at a tragic
price, how ineffective our forces can be, no
matter how well they perform, in a guerilla
war in an unindustrialized nation.

Third, we must carefully evaluate the
kinds and amounts of military equipment
which will be useful should our forces be
committed to some juture war, Experience in
Vietnam has illustrated the limitations of
some kinds of highly sophisticated equip-
ment—sophistication sometimes results in
a loss of reliability or flexibility. In addi-
tion, continuing serutiny is required to weed
out systems made obsolete by changing
technology.

Consideration of these factors makes pos-
sible translation of the Administration’s an-
nounced broad planning assumptions into
a statement of future general purpose force
requirement guidelines. In general, they

¢It is important to understand that any
such planning assumptions specifying a
number of contingencies to be prepared for
call only for the provision of troops to han-
dle the initial stages of a conflict. The ob-
jective is to buy time, to make Russia or
China—whichever might be an aggressor—
pause and consider the nuclear catastrophe
which might be unleashed as a consequence
of its continuing to press an attack against
conventional U.8. forces. These are sensible
assumptions and objectives; the prospect of
& prolonged conflict between conventional
U.8. and Russian or Chinese land and/or sea
forces is remote given the full spectrum of
military options available to these natlons.
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suggest: (a) a restrictive interpretation of
U.S. military commitments, with U.S. forces
to be sent into action only where vital U.S.
interests are threatened by China or the
Soviet Union; (b) increased rellance on
allles, particularly in Asia, to provide troops;
(c) continued U.S. provision to allies of land-
based tactical aircraft squadrons; (d) in-
creases in the amount of weaponry supplied
to all allles for their ground and air forces;
(e) small reductions in airlift-sealift (al-
though we need a modernized sealift com-
ponent) and amphlbious capabilities; (f)
restructured and better equipped U.S. Re-
serve forces, and (g) an emphasis on simply
designed, reliable aircraft, ships, tactical mis-
siles, tanks, and other weapons.

There remains wide latitude for judge-
ment as to the prudent pace and size of
force reductions. Cholces must be made
against the yardstick provided by competing
national needs, as well as the guldelines
cited above. Altogether, we suggest that
baseline general purpose force outlays could
safely be cut to $38.8 billion in 1976, a drop
of §6.4 billion from present levels. This
would include a decrease of approximately
$1.4 billlon in the cost of Eurcope-oriented
forces and & savings of $56 billlon in Asia-
oriented forces (the decrease in forces being
even greater than the cost reductions due to
the price Increases included in cost esti-
mates) .

European force requirements.—The United
States role in European general purpose
force defense is to contribute to a NATO
deterrent against a conventional attack by
the Soviet Union or other Warsaw Pact na-
tions. Symbolically, the most important part
of the U.B. contribution has been the four
Army divisions stationed in West Germany.
These divisions represent only a small part
of our total NATO contribution, which
also includes three additlonal Army divi-
slons, one Marine division and accompanying
air wing, and seven Reserve divisions—all
based in the U.S.—plus 16 Air Force air
wings, four attack aircraft carrier groups,
and a significant further complement of
naval forces. All of these forces, of course,
also require backup support.

Controversy is growing over the appropri-
ate slze of the U.S. contribution to NATO,
with the debate focused almost entirely on
U.S. manpower levels in Europe itself, To
some extent, this debate has been mis-
directed. We agree that our NATO allies
should absorb a larger portion of troop costs
in the European theatre,” both because of
their improved economic ability to bear such
a burden and because we completely finance
the strategic nuclear deterrent which pro-
tects NATO countries as well as the United
States. We also agree that the number of
U.S. troops oriented toward Europe can he
safely reduced without Ilessening NATO
security.

But we differ with the conclusion that the
way to achieve these ends is through a re-
duction in the four U.S. Army combat
divisions stationed in Germany. To the con-
trary, we feel these divisions are among the
highest priority items in our military
arsenal in contributing to international
stablility. Their deterrent and symbolic
values can hardly be overestimated. If these
American forces were substantially reduced,
the reaction of our NATO allies would likely
be elther hasty attempts to reach accommo-
dation with the Soviet Union and other
Warsaw Pact nations, or panicked efforts to
augment existing military capabilities, in-
cluding acquisition of nuclear weapons.
Neither of these reactions would enhance
European stability or U.S. security.

7 Currently the United States allocates
7 percent of its GNP for defense spending,

versus an average of 5 percent for our NATO
allies.
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Instead of cutting into our Europe-based
combat divisions, we recommend that the
number of U.S. support troops in Europe be
further reduced by 50,000 and that one
Army division stationed in the United States,
but oriented toward Europe, be eliminated
from the force. Savings would exceed $900
million a year,

Reductions in our now redundant 22-wing
Europe-oriented tactical aircraft capability
should accompany these changes. The pres-
ent surplus Is among units assigned the
deep interdiction role.® Prospects for success
of these missions in Europe are poor because
many Warsaw Pact nation aircraft are pro-
tected by shelters. and because highly de-
veloped infrastructure (e.g. roads, bridges,
railroads) in Eastern European countries of-
fers many alternative routes while those
shut down by bombing are repaired. We
already possess fully adequate numbers of
planes for air-to-air combat and close air
support roles, but new aircraft of a highly
maneuverable, uncluttered design are needed
for both purposes.

Altogether, we recommend that one Navy
and four Alr Force wings be eliminated (at
an average annual savings approaching $300
million per wing). In choosing which Air
Force wings to cut, it would be wise to select
U.S.-based, Europe-oriented wings in order
to maximize the number of remaining wings
which could be quickly flown to the Mideast
and temporarily rebased there in case such
a requirement emerged. We would not an-
ticipate that U.S. forces would become di-
rectly involved in defending Israel (although
the U.8. should continue to assist Israell
purchases of required military equipment),
but it is prudent to retain the capability to
do so effectively.

Asian force requirements—U.B. objectives
and commitments in Asia are far less clearly
delineated than those in Europe. Our mili-
tary involvement has changed in emphasis
with shifting political currents. Major U.8S.
military intervention since World War II
has come in two bursts—Korea and Vietnam.
The deployment pattern of our Asla-oriented
forces as we move into 1972 reflects pri-
marily lingering Involvement with those two
nations, a large complement of naval general
purpose forces, and a sizeable group of back-
up ground troops spread over Pacific Ocean
islands and the western United States.

Major adjustments in these forces are re-
quired to conform with the Administra-
tion's announced planning assumptions and
the guidelines described earlier. U.S. involve-
ment In new Southeast Asla land wars such
as Vietnam can only serve to defeat further
our real national purposes. We should ex-
tricate U.S. ground forces from South Korea
and Thalland as expeditiously as possible, as
our involvement in Vietnam is reduced. Vital
U.S. interests currently exist only in Japan
and Taiwan, excluding nations such as Aus-
tralia and New Zealand which provide guite
adequately for their own defense. And even
the threats to Japan and Taiwan are severely
limited by restricted Chinese air and am-
phibious capability.

As the President has suggested, the future
U.S. general purpose force contribution to
Asian allies should consist heavily of tactical
alr wings. Allies will have to supply thelr own
ground troops. U.S. military assistance funds
should contribute to the cost of their weap-
onry.

No one knows precisely what portion of
U.S. Asia-oriented forces should be elimi-

8The primary assignment on deep inter-
dictlon missions is destruction of supply and
communications mnetworks (e.g. bridges,
rallroads, power plants). Pilots on such mis-
sions are also sometimes able to take advan-
tage of targets of opportunity should they
spot enemy tanks or airplanes caught on the
ground.
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nated as part of the implementation of this
new doctrine. A strict interpretation of the
shift to a one-and-a-half war planning as-
sumption might suggest ellmination of our
elght divisions and fifteen air wings now
oriented to this contingency. Such a move
would be highly imprudent. Four divisions
(each now costing about $800 million a
year) —including the two now in Eorea along
with thelr tactical nuclear weapons—and
four wings could safely be cut. Air wings
can be pruned, despite thelr relatively in-
creased Importance under the new doctrine,
because of the net reduction in the number
of allied ground divislons requiring air sup-
port. The increased vulnerability of aircraft
carriers (described in detall below) suggests
that the major cut should be made in carrier-
based wings. The kinds of alrcraft required
for Asla are guite similar to those already
noted for Europe.

Naval forces—Both recommended reglonal
force cuts include a proportionate share,
larger for Asia, of recommended naval force
reductions. Naval forces require singling out
because, while assignable to regional contin-
gencles, they also serve a somewhat inde-
pedent requirement for control of sea lanes.

A critical aspect of realigning general pur-
pose force levels should be recognition of the
impact of changing technology on surface
sea power requirements.

The number of missions which attack car-
riers can perform and the number of targets
they can perform them against have been
greatly reduced, mostly due to carrier vul-
nerability to modern tactlcal missiles. The
number of carriers we operate ought there-
fore to be reduced. As already described in
the regional analyses, we recommend the op-
eration of only seven attack carriers—four in
the Pacific and three in the Atlantic, Medi-
terranean, and Caribbean combined—rather
than the twelve now planned by the Admin-
istration for 1972. The punch carried by car-
riers is the firepower of the tactical aircraft
they launch. In many cases, the same mis-
sion can be performed by either a carrier-
based air wing or a land-based Air Force
wing. The argument for maintaining more
carriers than the seven we recommend rests
on the claimed loss of overseas land bases
for use by Air Force wings. However, the con-
tingency that we will be called upon to de-
fend a nation while being denied the use of
its bases must be considered highly unlikely.

Reductions in attack carriers automatically
make possible similar cutbacks in destroyers
and other vessels which accompany them as
part of a vast flotilla, the carrler task force.
Altogether, about $450 milllon would be
saved annually for each carrier task force
retired. Changing technology has also re-
duced to below marginal levels the contribu-
tion of anti-submarine warfare carriers, due
to increased carrier vulnerability and the
development the land-based P-3C airplane
for the same mission. The remaining anti-
submarine carriers should also be scrapped.
That actlon would save more than $400 mil-
lion in annual operating costs (including
support costs), and eliminate any possible
need to purchase S-3A airplanes to replace
older models now stationed on those carriers.

Pay.—Our estimate of outlays required to
support these and other U.S. general purpose
forces depends significantly on assumptions
about military pay levels and the degree of
investment in new weapons systems. We pro-
vide for future percentage pay increases for
all military personnel equal to the percentage
increases in the Consumer Price Index. No
provision 1s made, however, for any special
additional pay boost for non-careerists at
the bottom grades of the enlisted ranks. We
favor movement toward all-volunteer armed
force, but because only 2,015,000 military
personnel would be required under our rec-
ommended force levels, nearly sufficient num-
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bers of enlistments would be forthcoming®
to preempt the need for pay supplement
inducements. Complex questions concerning
social equity and the racial, ethnic, and
regional composition of the armed forces are
involved in the issue of retaining the draft
versus seeking an all-volunteer force. The
determining factor, in our judgment, is that
the $3-4 billion required annually to attract
sufficient volunteers if the draft were elimi-
nated could more equitably be invested to-
ward further raising the level of guaranteed
income support for the general population—
just to cite one among several desirable social
goals which could not otherwise be met in
our recommended budget.

Another important reason for retaining the
draft is to ensure that adequate numbers of
persons will be induced to join the Reserves
and National Guard. Envisaged as part of the
force levels recommended in this chapter is a
restructured Reserve component of slightly
reduced size, with the battalion rather than
the division as the basic building block. If
these Reserve forces are to serve any useful
purpose, though, they must be kept at a
higher level of readiness and provided with
better equipment and leadership than they
currently enjoy.

Modernization —Our projections for weap-
ons procurement and modernization assume
continuation of recen‘ proportions between
operating and investment costs. This means
that considerable funding would be avallable
to modernize forces, but that funds would
not be used to pursue refinements of large
systems to achieve small increments in effec-
tiveness. This critical distinction is probably
responsible for the difference of more than g5
billion in the 1972 general purpose force out-
lays recommended by the Adminisiration and
the recommendations of this report. Com-
pelling needs for modernization do exist.
Notable examples include sealift, close air
support aireraft, and air combat fighters for
both the Navy and the Alr Force. No sound
rationale exists though for procuring waste-
fully expensive, oversophisticated systems like
the F-14 and F-15 fighter alrcraft, the MBT-
70 tank, nuclear destroyers and support ships,
or the S-3A carrler-based anti-submarine air-
plane. In far too many such cases, the extra
costs above those for more simply designed
and more reliable alternative systems promise
to yleld little or no return in useful capa-
bility. In some instances, no new system of
any type is needed.

Efficiency measures.—All the foregoing dis-
cussion has focused on force levels. Much
recent public attention has been given po-
tential savings from ellmination of waste
and inefficlency in defense operations. The
most thorough documentation of such
weaknesses, with accompanying reform
recommendations, was provided In the
Fitzhugh Blue Ribbon Defense Panel report.
While putting an accurate price tag on the
total amount of potential savings is most
difficult, many military analysts suggest it
could easlly total several billion dollars a
year. Our calculations assume that defense
managers will be able to offset approximately
$600 million of annual price Increases
through a yearly productivity gain of
slightly more than 1 per cent, made possible
by such operating improvements.

VIETNAM

A defense budget based upon the above
changes could involve cuts totalling $11 bil-
lion in spending for baseline forces by fiscal
year 1976. These cuts are in addition fo the

® The Gates Commission and other defense
manpower experts suggest that a 2,000,000
man force is about the breakeven point; for
force sizes below that level, no extra pay
;muld be required to create an all-volunteer
orce.
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expected decrease in outlays due solely to
Vietnam, which in 1971 totalled about §13
billion.

Continued U.S. involvement in a war in
Vietnam has tragic consequences for many
facets of national will, energies, and re-
sources. The rapld withdrawal of remaining
American forces should enjoy the highest
national priority. Our projections assume
250,000 U.S. troops in Vietnam on July 1,
1971, consistent with the Administration
forecast and current withdrawal rates. Even
with complete withdrawal of American
troops by December 1972, outlays of #£6.1
billion are estimated to be required in fisecal
year 1972, Annual outlays of approximately
$1 Dbilllon in 1974 and beyond reflect con-
tinuing financial support of South Vietna-
mese forces.

The central conclusion about national
priorities to be drawn from this analysis
is that a war which has consumed nearly
$100 billion in federal funds during the past
slx years will require—based on our pro-
jections—only 10 per cent of that amount
durng the next five years.

SUMMARY

In summary, major changes in the size and
composition of U.S. military forces are de-
manded between 1971 and 1976. In several
instances—notably research on a new sea-
based strategic deterrent system (ULMS),
sealift capacity, and modernization of Re-
serve forces—slgnificant spending increases
are recommended.

These increases are more than matched by
recommended major decreases in spending
stemming primarily from five factors:

Improved management and operating
efficiencies;

Elimination without replacement of sys-
tems rendered obsolete by changing tech-
nology, combined with careful scrutiny and
pruning of new weapons system moderniza-
tion;

Elimination of wastefully duplicative
strateglc deterrent forces and a cessation of
attempts to build and operate strategic de-
fensive systems such as Safeguard;

An enlarged defense manpower and dollar
burden assumed by U.S. allies in both Europe
and Asia; and

An end to U.S. military involvement in
Vietnam (except for a residual $1 billion an-
nual military assistance contribution).

Altogether, we recommend that U.S. mill-
tary spending decrease from $74.5 billion in
1971 to roughly $60 billion in 1972 and 8§50
billion during the following four years. Ex-
cluding Vietnam spending, the five-year de-
cline would be only from $61 to $49 billion.

In constructing a defense budget, it is
important to keep clear the distinction be-
tween what is minimally required to defend
the United States and what additional incre-
ment we feel it prudent to bear in order to
foster our interests in the world at large.
Pure defense of continental United States
territory actually costs very little in compari-
son to the total size of our so-called "na-
tional defense” budget. Of the sums ahove,
spending that is directly related to the na-
tional security of the United States would
shift only from $30 billion in 1971 to 826
billion in 1976, primarily as a result of rec-
ommended reductions in strategic forces. The
residual, which constitutes U.S. military
assistance (broadly defined) to the defense
of allled nations, would decline from $44
billion to $24 billion.

In fact, the term “national defense” 1s a
highly misleading description of the total
purposes served by U.S. military spending.
We commonly refer to the whole by one of its
parts. A more strictly accurate descriptive
term for U.S. military spending might be
“national defense and military assistance,”
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after the two central purposes. The term
“military assistance” here has a much
broader connotation—representing all U.S.
military forces exceeding those required to
defend continental U.S. territory—than in
the conventional reference to arms grants
and sales to other nations.’”

We think this distinction is a useful one
which can add precision to discussion of mil-
itary force requirements. But beyond that

1 The total spent by the federal govern-
ment to arm foreign nations is varlously es-
timated between $4 and 87 billion a year.
The wide variance in estimates 1s due to
different definitions about what should be
included, from a mixture of cash gifts, sales
for credit or cash, military advisory missions,
gifts from a stockpile of "“excess” weapons,
and use of forelgn currencies generated by
other programs for weapons purchases. The
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purpose, the distinction is admittedly artifi-
clal. The United States does have a stake in
the rest of the world. We would be short-
sighted to turn our backs on the interna-
tional political climate, to forego our leverage
in reducing tensions. In a nuclear age, every
nation stands to lose from a conflagration
unforestalled or unchecked.

A summary description of the U.S. defense
forces which would exist durlng 1976 if
our recommendations were implemented is
provided in the following table. A few com-
ments about the capabilities of that force
are in order.

The U.S. defense forces which would exist

only such aid considered in this chapter is
the “Military Assistance Program' and “Sup-
port of Other Nations” (mostly special aid
for Southeast Asia). Outlays for these pro-
grams were $2.5 billion in 1971.

TABLE 18:1.—SUMMARY MILITARY FORCE TABLE!

May 21, 1971

by 1976 (summarized in Table 18:1) if our
recommendations were Implemented would
be fully adequate to deter any concerted
strateglc or conventional attack on the
United States itself. The devastating second-
strike destructive capablility of the inwvul-
nerable Poseidon fleet, supplemented by
bombers and Minuteman missiles, would
deter any strategic attack. Even if some
other nation had the transportation and
logistics capability (which none does) to
launch a major conventional assault on the
U.S., our modest conventional forces would
quickly fend them off. The United States
would also continue to possess the strongest
and largest military forces in the world ear-
marked for defense of other nations, Alto-
gether then, we feel confident our recom-
mended changes in U.S. military forces could
be made without endangering the security
of the United States.

Adminis-

Urban cealition

llatiog recommendations

Actual

1964 1870

Actual p

1972 1872 21976

Urban coalition
recommendations

1972 21876

Adminis-
tration
proposed
1972

Actual
1964

Actual
1970

N'Ii}hilary personnel 2 (in thousands):
T

972 1,322
667 792
Marine Corps._ 260
Air Force 791
Strategic forces:

Minuteman (missiles).

Titan |} (missiles)_._._.__.. 54

Polaris (surhmkarmafs..’mm_ es) 2[!333
Strategic bombers®_________________ 1,277
Manned fighter interceptor squadrons. 40
Army air defense firing batteries 107

General purpose forces:

Land forces:

Army divisions

Marine Corps divisions
Tactical air forces:

Air Force wings

Navy attack wings__.___

Marine Corps wings.
Naval forces:

942 800
704 540
206 190
753 670
2,200

1,000

0

34/544
7112
380

7

12

0 Antisubmarine carriers
31/496 | Nuclear attack submarines
190 Escort ships. .. __..._.

5 | Amphibious assault ships
8 | Airlift and sealift forces:
Aircra;lsquadrnns:

C-141 and other. ...

Troopships, cargoships, and tankers__

Attack carriers______________

—
-
ik

® o =
S8Fcw wenbd

-

113

1 All figures are as of June 30 of the cited year.

2 With only verivsmlnur exceptions, these are the recommended force levels for the entire period

from the end of 1973 through 1976,

Finally, we must relterate the uncertain-
ties about military plans and intentions of
other nations. Our recommendations for U.S.
military forces are dependent upon the in-
ternational political and military assump-
tlons set forth in the text. No five-year plan

3 Active duty milita

should ever constitute a rigid operating
guideline; the United States must constantly
and diligently reexamine the military threats
facing 1t. To the extent that future projec-
tions of the behavior of other nations differ
from those we have assumed, U.S. forces

[ personnel, as of the end of the fiscal year,
4 Staff estimate of allocation between Polaris and Poseidon,
¢ B-52, B-58, and FB-111 bombers in the active aircraft inventory.

should be adjusted appropriately from the
levels and composition we have recom-
mended. Based on current knowledge, we
consider our recommendations an appro-
priate set of defense policies for the 1972-
1976 period.

TABLE 18:2.—NATIONAL DEFENSE AND MILITARY ASSISTANCE—MAJOR PURPOSES

[Outiays, in millions of current dollars]

Administration !

Urban coalition recommendations

Proposed

Estimated
1971 1972

1973 1974

Strategic and related forces
Baseline general purpose and related forces. .
Yietmm..cecemm e

Total______ -
Total, excluding Vietnam. _................

16, 340
45, 160
13, 000

16, 470
53, 630
5, 900

11, 380
37,255

74, 500
61, 500

76, 000
70, 100

50, 355
48, 635

1 Only the totals have been made available by the administ

ation. Allocations are based on staff estimates.

- TABLE 18:3.—NATIONAL DEFENSE AND MILITARY ASSISTANCE—BUDGET PROGRAM CATEGORIES

[Outlays, in millions of current dollars]

Administration

Urban coalition recommendations

Estimated, Proposed
1971 1972

1973 1975

Strategic forces

General purpose forces...
Intelligence and communi
Airlift and sealift

Guard and Reserve Forces. ..
Research and development. .

7,500
24,575
5, 600
1,100
3,000
5, 500
9,200

N:-U\Bm

BEEIERES

Central supp? and maintenance.
Training, medical and other personnel activities.
Administration and iated activities_ __

14, 500
1, 600
2, 400
1,025

786, 000

I
n
=

P = LD o

o
82

Support of other nations_...............
Military assistance Program. ... .. ..o

74,500 50, 335 50, 025

istration. All

ation | authority to outlays,

are based on minor staff

1 Only the totals have been made available by the pplied total oblig
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COUNTERBUDGET: A BLUEPRINT
FOR CHANGING NATIONAL PRI-
ORITIES 1971-76—CHAPTER 19

HON. JONATHAN B. BINGHAM

OF NEW YORK
IN THE HOUSE OF REPRESENTATIVES
Thursday, May 20, 1971

Mr, BINGHAM. Mr, Speaker, I include
chapter 19 of the National Urban Coali-
tion’s “Counterbudget: A Blueprint for
Changing National Priorities 1971-76"
in the RECORD.

CHAPTER 19. ForEIGN EcONOMIC ASSISTANCE

As a matter of national integrity, a coun-
try founded on the principle of human
brotherhood must carry this idea beyond its
own borders no less than practice it within.

The substantial cuts recommended in the
national defense and military assistance
budget herald no return to isolationism. We
strongly urge that decreases In military as-
sistance be accompanied by well-justified
increases in economic assistance to develop-
ing nations.

THE CLIMATE FOR DEVELOPMENT

The past 15 years have witnessed a remark-
able, if sometimes perplexing, era of growth
and development in the less developed na-
tions of the world. During that time, inter-
national cooperation to encourage develop-
ment has been of a nature and on a scale new
to history. As might be expected, the results
achieved have varled greatly from country
to country. Social and economic conditions
in some nations seem more desperate now
than 15 years ago. Other nations, such as
Talwan, South Eorea, and Israel, have ex-
perienced remarkable growth.

The average GNP growth rate for the less
developed nations during the past decade has
been 5 per cent. Population increase cut this
rate to only 2.5 per cent on a per capita basis,
but even this economic growth rate repre-
sents a remarkable acceleration by historical
standards. Behind these statistics lie sig-
nificant instances of progress in bullding in-
frastructure, large Increases in school
enrollment, and reductions in mortality
through disease control.

Progress is now imperiled by a slackening
commitment on the part of the wealthler
nations, notably the United States, just at a
time when the general climate for the pro-
ductive use of increased capital flows to the
less developed nations is quite favorable.
Many of these countries now have the ex-
perience, desire, and trained personnel to
shape their own development priorities; they
are also mobilizing more investment re-
sources themselves., For these reasons, such
countries now have the capacity to absorb
billions more aid dollars annually.

There are additional favorable trends.
Other industrial countries have steadily ex-
panded their development assistance so that,
taken together, their share now equals that
of the United States. In addition, interna-
tional financial organigations have grown
both in experience and resources. These or-
ganizations now make more than half of all
development loans.

The nature and scope of the U.S. foreign
ald program in the 1970's will determine
whether these auspicious trends are nurtured
or frustrated. U.S. aid still accounts for half
the world contribution, and, by its extent,
sets the tone and pace of the other aid-
giving nation’s efforts. In a framework of
world economics, we should not be unmind-
ful of the sobering fTact that the United
States, with but 6 per cent of the world’'s
population, consumes 37 percent of the
earth’s resources. It is in the context of all
these factors, and with the same vision of
domestic economic justice and social well-
being shaping this entire budgetary frame-
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work, that U.S. trade and assistance policles
should be shaped.
WORLD TRADE

The first requirement for rapid interna-
tional development is a continuing, vigorous
expansion of world trade. This will be pos-
sible only if advanced countries remove many
obstacles to the growth of export earnings for
less developed economies, as well as encour-
age the flow of private capital to these na-
tions. Low-income countries will not be able
to develop if a recent new wave of protection-
ist sentiment in the United States gains
force. Rather, what is needed, among other
measures, is an untying * of bilateral develop-
ment lending and an international agree-
ment extending temporary tariff preferences
to developing countries on a nondiscrimina-
tory basis. These recommendations imply a
need for fundamental revisions in interna-
tional economic relations and structures.

THE U.S. ASSISTANCE PROGRAM

The existing foreign economic assistance
program of the U.S. Government is not one
of which we can be proud. American economic
assistance has actually been decreasing while
the capacity of developing countries to use
ald has Increased. Since 1963, foreign eco-
nomic assistance provided by the United
States has fallen from $3.6 billion to the $3.0
billion estimated for 1971.2

Purposes: This decline results from and
reflects a great deal of public confusion about
the purposes of foreign economic assistance,
We have been disappointed with the accom-
plishments primarily because we have been
misled in our expectations. The President’s
Task Force on International Development
(the Peterson Task Force) commented in its
report to the President:

This country should not look for gratitude
or votes, or any specific short-term foreign
policy gains from our participation in inter-
national development. Nor should it expect to
influence others to adopt U.S. cultural values
or institutions. Neither can it assume that
development will necessarily bring political
stability. Development implies change—polit-
ical and social, as well as economic—and such
change, for a time, may be disruptive.?

The compelling rationale for foreign eco-
nomic assistance is a blending of idealism
and self-interest broadly construed. The
moral imperative—to do justice, to respond to
needs in a humanitarian fashion, to share—
is strong and important, but insufficient by
itself to bulld the consensus for an effective
foreign aid program. The clinching argu-
ment is that aid will serve the United States’
self-interest. Quoting from the Peterson re-
port again:

. «» . the developing countries contain two-
thirds of the world's population. Their future
success or failure will infiuence profoundly
the kind of world we live in. The nations of
the world are growing more interdependent—
in trade, in finance, in technology, and in the
critical area of political change. U.S. decision-
making in such important areas as military
expenditures will be influenced by the
amounts of turbulence in the developing
countries of the world, and U.S. prosperity
will be influenced by their economic progress.

Our goal, therefore, should be to provide
foreign economic assistance to help create
self-reliant societies in developing countries,
which, in turn, will contribute to an expanded
world economy with improved prospects of
world peace. In order to accomplish this goal,

1Tying of ald is a requirement that a
country receiving development grants or
loans spend the money in the donor country.

2 Years are federal Fiscal Years unless other-
wise stated.

3U.S. Foreign Assistance in the 1970°s: A
New Approach, Report to the President from
the Task Force on International Develop-
ment, March, 1970 (Washington: U.S. Gov-
ernment Printing Office, 1970), p. 2.
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we must significantly change not only our
expectations, but also the structure of pres-
ent economic assistance programs.

Emphasis on Multilateral Aid: Nearly all
economic assistance experts agree that a high-
er proportion of ald should be channeled
through international—or multilateral—in-
stitutions, rather than provided bilaterally.
Among the advantages of operating through
multilateral institutions generally are: a) a
larger, more equal status and voice for de-
veloping nations in shaping their own devel-
opment priorities; b) a diminished presence
and consequently, less of an aura of paternal-
ism on the part of the donor nations; and c)
improved coordination of development pro-
grams. Even with these advantages, however,
expanded multilateral aid allocations will
only be effective if accompanied by a
strengthening of the aid-dispensing institu-
tions; past deficiencies in the major multi-
lateral institutions have greatly hampered
potential achievements.

Currently, only 15 per cent of U.S. economie
assitance is channeled through multilateral
institutions; we recommend this portion be
increased by stages to 60 per cent by 1876,
while bilateral aid funding is maintained at
current levels in real terms.

Guidelines for Bilateral Aid: One other im-
portant way of making the U.S. aid role less
political is to focus increasingly on problems
and less on countries in dispensing bilateral
aid.

The number one priority should be family
planning programs. “No other phenomenon,”
reported the 1969 Commission on Interna-
tlonal Development to the World Bank (the
Pearson Commission), ‘“casts a darker
shadow over the prospects for international
development than the staggering growth of
population.” * This priority is particularly
appropriate In the context of the similar
emphasis we are recommending for family
planning programs and research in the
United States (see Chapter 12).

The second priority should be given to
welfare and emergency relief, mostly in-
volving provision of agricultural commod-
ities. This would be a continuation of cur-
rent programs designed to relieve human
suffering and to improve nutrition in more
than one hundred countries.

In selecting additional assistance projects,
priority should be given to those areas where
the United States possesses distinctive com-
petence. Particularly strong cases can be
made for programs utllizing our agricultural
expertise and business management skills.

The assumption by international agencies
of an enlarged role would provide a desirable
opportunity for the United States to become
more flexible in its bilateral program. As the
largest single source of development assist-
ance, we are subjected to the constraint of
responding to high numbers of demands and
entreaties, Shedding our premier status as
direct ald dispenser will give us more selec-
tivity. The cholces we make will be important
because the magnitude of our bilateral aid
program will remain substantial.

There are three major considerations which
should govern our selection of programs
within problem areas. First, U.S. bilateral
ald should foster innovative approaches;
more heretofore untried ventures, with
higher acceptable risks, should be under-
taken than in the past. Second, billateral
ald should contribute meaningfully to de-
velopment needs as perceived by the re-
cipient nation. This does not imply grants
without any strings. Rather, it suggests
granting aid where a conjunction exists be-
tween U.S. interests and recipient nation
priorities.

Finally, and most important, bilateral aid
should advance U.S. interests, broadly de=-

“Commission on International Develop-
ment, Partners in Development (Praeger,
1969), p. 56.
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fined. These interests are far broader than
just economic growth and short-run stra-
tegic security—concerns too often in past
years held to be paramount. The interests
of the United States are advanced most
effectively through programs that ensure
broad public participation within recipient
nations in the allocation and benefit sharing
of U.S. aid. In the words of the Peterson
Task Force:

Development is more than economic
growth, Popular participation and the dis-
persion of the benefits of development
among all groups In soclety are essential
to the building of dynamic and healthy
nations. U.S. development policies should
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of which offer no speciat interest rate or
repayment concessions).

U.8. economic assistance should continue
to employ a combination of grants, hard
loans, and soft loans; the appropriate ap-
proach depending on the kind of project and
the financial capacity of the recipient nation
in each case. We recommend that a signifi-
cant proportion of grants be continued in the
mix of aid, and that the impact of hard
loans, when used, be made less onerous by
blending them with grants and soft loans
to the reciplent country. To assure that long-
range perspective is meaintained, we should
encourage the use of soft loans on the part
of multilateral institutions and rely more

contribute to this end. . . . It should be a heavily on them in our bilateral programs.
cardinal alm of U.S. foreign policy to help Typlcally, such loans are for 50 years with
bulld an equitable political and economic 1O repayment required during the initial ten

order in which the world's people, their
governments, and other institutions can
effectively share resources and knowledge.

Under this policy prescription ald should
be employed to further and encourage the
efforts of those governments which are work-
ing toward very broad reform—in land-hold-
ing patterns, distribution of other private
wealth, and reform of political institutions.

The form of economic asslstance itself
should also be changed. During the Marshall
Plan era, when the focus was on alding in-
dustrial economies, more than 80 percent of
the assistance from the principal U.S. ald
agency was on a grant basis. During the
1960's, when our ald went almost exclusively
to less developed, capitai deficient natlons,
less than 50 percent took the form of grants.
Furthermore, the trend in loans has been
toward greater use of “hard” loans (the terms

years and no interest charge (a 0.756 percent
service charge is made).

Technical assistance should increasingly be
provided on a soft loan basis rather than
being provided directly by U.S. missions. The
developing nations are both much more
desirous and much more capable of choosing
and using technical assistance experts than
they were ten years ago. When they wish
help in hiring U.S. technicans, our agencles
should assist in recruitment. We strongly
anticipate that such requests will be so
numerous as to require a continunig sub-
stantial role for U.S. aild agencies. The Peace
Corps has proved to be a particularly effec-
tive vehicle for certain technical assistance
purposes and should continue to play an im-
portant role., Peace Corps volunteers have
long served within the Institutions of de-
veloping nations, working beside local tech-
nicians and under the direction of host

TABLE 19:1.—FOREIGN ECONOMIC ASSISTANCE

[Outlays, in millions of current dollars]

May 21, 1971

country supervisors. Such a pattern of em-
ployment 1is the probable shape of
things to come in foreign technical as-
sistance and would be fostered under the
recommendations of this report.

Levels of Aid: In addition to these changes
in our approach to foreign economic assist-
ance, we strongly recommend substantial in-
creases In the amount of ald provided. The
Pearson Commission suggests a target level
of officlal assistance equal to 0.7 percent of the
GNP of each industria! nation. Currently,
U.B. foreign economic assistance amounts to
less than 0.3 percent of GNP. The 0.7 percent
target clearly is not excessive in terms of
needs in the less developed nations, and its
attalnment should be a U.S. goal.

There is a considerable division of cpinion
as to whether the major multilateral lend-
ing Institutions and the United States’ bi-
lateral ald agencles together can channel this
much aid in the immediate future and
whether the recipient countries can absorb
it. We recommend gradually increasing U.S.
economic assistance outlays until they reach
0.5 percent of GNP in 1976, thus getting us
slightly over halfway to the ultimate goal.
Outlays for 1876 would total $7.4 billion, still
less than 2.2 percent of the total federal
outlays. This amount is hardly a heavy
burden on the federal budget.

The conflict which many people profess to
see between foreign economic assistance and
unmet needs at home 1s highly exaggerated.
We uphold the best in American traditions
and values only if we respond to both. As a
matter of national integrity, a country
founded on the principle of human brother-
hood must carry this idea beyond its own
borders no less than practice 1t within.

Administration

Urban coalition recommendations

Estimated, Proposed,
1971 1972

1973 1974 1975 1976

Bilatenal 8 v e e e e
Multilateral aid. ... -

p ot Uyl S TR

e 2,578 2,745
415 495

2,855

2,705
1,905

2,980
2, 705

2,500
3,745 4, 465

2,993 3,240

4, 760 5,410 6, 245 7,445

COUNTERBUDGET: A BLUEPRINT
FOR CHANGING NATIONAL PRI-
ORITIES 1971-76—CHAPTER 20

HON. SHIRLEY CHISHOLM

OF NEW YORK
IN THE HOUSE OF REPRESENTATIVES
Thursday, May 20, 1971

Mrs. CHISHOLM. Mr. Speaker, I in-
clude chapter 20 of the National Urban
Coalition’s “Counterbudget: A Blueprint
for Changing National Priorities 1971-
76" in the RECORD:

CHAPTER 20: ImpacT ON SpECIAL GROUPS:
WomMmeEN; THE WORKING CLASS; THE AGED
The interests of specific segments of society

were carefully weighed in the development of

all recommendations.

Woven throughout the recommendations
of this Report are provisions which, if viewed
from the standpoint of the effects on a spe-
cifie group of citizens, could be considered
the Counterbudget’'s package of proposed
benefits for that segment of society. An ex-
ample of such an analysis would be the
earlier discussion in which the net effect of
a variety of programs on the living conditions
of the poor is examined (Chapter 4).

Indeed, the interests of specific segments
of soclety were carefully weighed in the de-
velopment of all recommendations. Some
recommendations address themselves directly
ta tha interests of groups requiring speclal

assistance or protection, for example, the
rights of minorities (Chapter 16).

Although the purpose of the Counter-
budget is to improve the life of all Americans,
there are groups, such as the poor and minor-
ities mentioned above, who must first over-
come considerable inequities before sharing
in any general advance, and our recom-
mendations have sought to alleviate these
inequities. Other inequities currently exlst
for the women, working class, and aged in
relation to the whole of society. Following are
summaries of how the Counterbudget's rec-
ommendations would serve to benefit these
groups.

WOMEN

Opportunities for American women have

traditionally been restricted both by soclal

norms which define their “natural roles” as
homemakers and childbearers and by blatant
discrimination against women in the labor
market.

Although attitudes are now changing as
women demand equal opportunities and the
right to organize their lives as they choose,
the process is slow.

Traditional views still inhiblt educational
opportunities for women. Long considered
of secondary importance, they are encouraged
to take “feminine” courses regardless of their
interests or mnatural abilities. Admission
standards to institutions of higher educa-
tion are still higher for women than men. In
many cases men may more easily obfain edu-
cation scholarships and loans, particularly
for graduate studies.

TABLE 20:1.—WOMEN IN THE WORK FORCE

Percentage of selected jobs held by women

Country

&
3
@

Total

Judges Physicians Dentists work force

United States.
United Kingdom.
Sweden. ........
West Germany.
Italy
Denmark.
Poland..
USS.R..

BB pmpww

DT a0 N

2.0
o3

9
(
¢

30. g

1)
1

OrmioosoLt

1 Figure for physicians in the U.S.S.R. is not strictly comparable as it also includes some other medical personnel,
Source: Cynthia Epstein, ‘“Woman's Place,"" University of California Press.
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Occupational as well as educational op-
portunities for women are limited. A smaller
portion of high status professional Jobs are
held by women in America fhan in most
other developed countries. The cost to so-
clety of the under-utilization of women due
to sex diserimination in employment can be
measured in billions of dollars.

Job discrimination against women occurs
in several forms. Women completing a col-
lege education can expect to be offered a
lower starting salary than their male class-
mates. According to a Labor Department sur-
vey of 2068 companies making offers to grad-
uates, the average women's salary offered was
less in every field, ranging Ifrom an average
difference of $20 to $100 monthly. Indeed,
wage discrimination is apparent against
women at all education levels; Department
of Labor statistics show that the women's
median income is substantially lower in all
major fields of employment, For example In
1968, the median income of full-time year-
round women clerical workers was 65 per
cent that of the men, for sales workers it
was 40 per cent and for operatives it was 59
per cent,

Women are also more likely than men
to be employed In low-skilled, low-paid jobs.
In the labor force as a whole, 60 per cent of
the women earn less than 85,000 annually
compared to 20 per cent of the men, whereas
only 3 per cent earn more than $10,000 com=~
pared to 28 per cent of the men! These
figures reflect the fact that women are of-
fered jobs below their skill level, that in
some flelds women recelve lower pay for per-
forming the same jobs as men, and that
women are not promoted as readily as men,
Once again, this same distribution is found
in all major employment fields, For instance,
among college teaching staff a disproportion-
ately high percentage of women are instruc-
tors and assistant professors (69 per cent
compared to 48 per cent of the men), and
a higher proportion of the men are asso-
clate or full professors, reflecting an inequit-
able promotion policy. Within each of these
brackets, the average salary for a woman is
less than that for a man, evidence of further
discrimination.?®

As a result of these Inequities in the job
market, the overall median salary for women
full-time, year-round workers is only 58 per
cent of the men’s. We therefore have recom-
mended that the equal employment laws be
strongly enforced, and that more equitable
promotion policies be encouraged and action
taken in cases of clear discrimination.

These statistics refer only to those women
presently in the labor force. Yet, the Depart-
ment of Labor estimates that of 82.5 million
women not working because of home respon-
sibilities, 3.2 million would like to have a
job. Provision of pre-school and child-care
programs such as we recommend would
enable these women to enter the labor force.
In addition, we recommend manpower train-
ing programs for women wishing to re-enter
the labor force, and a public service employ-
ment program to expand the number of jobs
available. Thus, some of the barriers which
might prevent women from entering the
labor force will be lifted, assuming both that
job discrimination can be ended and that
the unemployment rate drops as we have
projected.

These work opportunities will also greatly
benefit the approximately 5 million female-
headed households llving below the official
poverty line at the present time. Although
female-headed households (as officially de-

1 Al figures here refer to full-time, year-
round workers.
* National Education Assoclation, “Salarles

in Higher Education” Research Report 1966—
R2, February, 1966.
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fined) represent only 20 per cenit of all
households, they constitute 50 per cent of
those llving in poverty. Primary reasons for
this are the lack of adequate child-care facil-
ities and job discrimination. For those un-
able to work, or who have children under the
age of 16 and do not wish to work, the rec-
ommended Cash Assistance Grant will pro-
vide a poverty level income by 1978. In
addition, the CAG provides a poverty level,
or above income for all, Including those who
work but do not earn a living wage. Thus, by
1976, all 5 million female-headed households
will be lifted to the poverty line or above.

Finally, we have strongly recommended
the goal of free family planning assistance
for all women. This would give all women a
greater freedom to organize their lives and
choose the role they wish to play, as well
as encouraging a sensible population stabi-
Hzation program.

Through all of these measures we believe
it is possible to grant equal opportunities
to American women which will also result
in significant benefits to society as a whole.

THE WORKING CLASS

Although it is difficult to generalize about
so diverse a group as working class Ameri-
cans® nonetheless it appears that a growing
number are becoming frustrated by the prob-
lems and difficulties they face.

The basic problem is economic. Many
working class Americans have been hurt
badly by inflation. Bince 19656 wages and
salaries of blue collar Americans have in-
creased but Inflation has increased at an even
faster rate. As a result, many are worse off
now than five years ago.

In addition, the working class American
carries a disproportionately high burden of
the costs of government, while at the same
time receiving disproportionately less of the
visible benefits from government ald pro-
grams. As a result, it 1s hardly surprising that
many working class Americans feel their in-
terests are being ignored by government. Re-
sentment of those who appear to get “some-
thing for nothing” is growing, and may
continue to grow as programs to ald the
unemployed and unemployable proliferate
and reduce the differences in the standards
of living between these groups and working-
class Americans. Resentment is also growing
over the ease with which wealthier citizens
appear to be able to escape paying a fair
share of taxes,

Working class Americans recelve some re-
lief through the federal tax system, but this
is offset by regressive state and local taxes.

TABLE 20:2.'—TAXES AND TRANSFERS AS PERCENT OF
INCOME, 1968

Taxes less
transfers
(percent)?

Taxes

Income classes (percent)
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! Unpublished data pr ted by Dr. H P. Miller at a
symposium of the National Manpower Council.

2 Minus indicates that families and individuals in this class
received more transfer payments from Federal, State, and local
governments than they paid in taxes.

s “Working Class" in this context is con-
sidered to include families and individuals
in the $5,000-10,000 income bracket. In 1968,
68 million Americans lived in households
with incomes In this range, 60 million of
them white, and 7.6 million non-white.
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The impact on families at different income
levels of all federal, state, and local taxes as
well as transfer payments received from all
levels of government can be seen in the fol-
lowing table:

Thus, working class Americans ($4,000—
$10,000) pay approximately the same pro-
portion of their income in taxes as do those
with higher income ($10,000-$25,000). At the
same time, they receive less in direct benefits
from the government than they pay in taxes,
while those with lower incomes recelve more
through programs such as Social Security,
public assistance, unemployment compensa-
tion, veterans benefits than they pay in
taxes.

We belleve many of the problems and re-
sentments of working class Americans can
be reduced by sharing the costs of public
sector spending more equitably between in-
come groups, and by ensuring that those
working full time see a measurable differ-
ence between their income and the income
of those who do not work.

First, we have recommended a series of
reforms in the federal income tax system
(see chapter 23) and Social Security payroll
tax (see chapter 4). The result of both
these recommendations would be to lower
the tax burden on working class Americans
compared to higher-income groups. In addi-
tion, our proposal for federal revenue shar-
ing contains strong incentives for states to
raise more of their own revenue through the
graduated income tax, thus reducing the
proportion of their revenue generated
through regressive state sales and user taxes.

Second, our Cash Assistance Grant would
offer direct financial aid to many working
class Americans who receive no aid from
present Income support payments. Benefits
are related to family size and are reduced
gradually as earnings Increase, (see chapter
4). By 1976, Cash Assistance grants would
be available to all working class familles of
four earning less than £9,416. Incentives to
work would be maintained, since, our pro-
posal would still result in a noticeable dif-
ference in income between those who work
and those who do not,

Cash assist-

Earned income ance grant  Total income

$4,708
6,208

7,208
8,208

9,208
10, 000

Third, we propose to relieve working class
familles of the burden of medical costs
through institution of a universal National
Health Insurance scheme (NHI), We estimate
average medical costs for a family of four
earning $7000 yearly would be nearly 700
in 1976; the costs of NHI for this family
would be §40—a 5 per cent surcharge on
federal Income taxes. Health care expendi-
tures for this familly would drop more than
$B650.

Taken together, these three proposals
would have an immediate effect on the in-
come of working class American familles,
Although our proposed tax measures would
not reduce actual taxes pald (because we
have recommended a 10 per cent increase in
1974), they would ensure that the burden
is equitably shared. By providing all Ameri-
cans with easlly obtainable medical care,
and all household heads with a minimum
level of income to support their families
(both of which we belleve to be basic human
rights), the transfer payments recelved by
familles In the $5-10,000 income groups
would be more than the taxes they pald.
The table below dramatically illustrates this.
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TABLE 20:3.—CHANGE IN DISPOSABLE INCOME (FAMILY
OF 4, 1976)

Disposable
income with
our recom-
mendations

Disposable income
without our

recommendations Increase

We would offer working class Americans
the opportunity to increase their earnings
potential through manpower training and
adult education programs. We have recom-
mended: 1) a major program to provide skill-
upgrading for workers (see Chapter 2) and
to increase the avallability of adult educa-
tion (mainly through the community col-
leges (see Chapter 6).

Children from working class families are
In alarmingly large numbers not “making
it" in our soclety. Children from below
median income families represent only one-
fourth of those who attend college, and
the high school drop-out rate for working
class children is as high as for any other
group.

Our education recommendations would
greatly benefit children of working class
families. Federal funds would be provided
to public secondary schools for Career Educa-
tion Programs. These programs would pro-
vide every student with the necessary in-
formation and experience to select an
occupation consistent with his abilities and
aspirations. They would be coupled with a
high school placement program to ensure
that every graduating student enters a col-
lege, a job-training program, or a full-time
job immediately following commencement.

Finally, we have suggested increased fed-
eral scholarships, grants and subsidized loans
for students from families earning under
$8,5600, and the establishment of a Natlonal
Btudent Loan Assoclation to purchase $9
billion in guaranteed student loans by 1976.
This would quadruple the number of stu-
dents able to obtain such loans.

Many of our other proposals are likely to
influence the lives of the working class,
notably the proposed increases In federal
spending on mass transit systems, expansion
of federally assisted housing programs for
low and moderate income families, provision
of child-care facilities for working mothers,
effective federal consumer protection pro-
grams, expanded legal rights for the aver-
age consumer, and increased avallabllity of
federally-guaranteed home mortgage loans.

THE AGED

Older Americans, frequently hit hardest by

inflation, shortage of health care faclilities
and the special burdens imposed by infirmity
and isolation, would have much to gain from
our ons.
Twenty milllon Americans, a tenth of the
population, are sixty-five or older. Nearly 26
per cent of the aged are living in poverty—
among them, 5§ milllon who were already poor
and many others whose savings and fixed in-
comes could not withstand the strain of high
property taxes and a rising cost of living. For
more than 2 milllon of the aged, Soclal
Security is the only source of income.

We have recommended Soclal Security
benefits increase automatically as the cost of
lving rises in order to protect the aged
against inflation. In addition to cost of liv-
ing increases, we propose further substantial
benefit increases, Including an immediate in-
crease of the minimum monthly benefit from
864 to $100.

Finally, the recommended restructuring of
0ld Age Assistance would bring the income
of all elderly households to the poverty level
or above. As a result of these changes, the

EXTENSIONS OF REMARKS

average Income of elderly families would rise
from its present level of slightly less than
$5,000 yearly to $7,000 in 1976—8$1000 more
than it would be in the absence of our rec-
ommended changes.

The National Health Insurance (NHI) plan
would go far toward eliminating a nagging
fear of the aged—that of being alone, sick
and helpless. Major changes from the present
Medicare and Medicald systems included in
the NHI plan are: to extension of coverage to
all the aged; coverage, for the first time, of
the costs of preventive health care and pre-
scription medicines; elimination of the limits
on home doctor’s or nurses’ visits for provi-
sion of active medical care; and creation of
a network of community health service facil-
ities, including mental health facilities.

Increased outlays to improve urban mass
transit systems will also benefit the aged,
many of whom do not have access to private
automobiles.

COUNTERBUDGET: A BLUEPRINT
FOR CHANGING NATIONAL PRI-
ORITIES 1971-76—CHAPTER 21

HON. HENRY S. REUSS

OF WISCONSIN
IN THE HOUSE OF REFRESENTATIVES
Thursday, May 20, 1971

Mr. REUSS. Mr. Speaker, I include
chapter 21 of the National Urban Coali-
tion’s *“‘Counterbudget: A Blueprint for
Changing National Priorities 1971-76” in
the RECORD:

CHAPTER 21. EcoNoMmIic IMPACT

The tax proposals in this Report are ad-
vanced in general terms. With skilled conver-
sion of these proposals into detailed reforms
of the taz structure, the changes could im-
prove economic performance rather than
hurt it.

The American economy is an extraordinary
productive machine, capable of creating a real
GNP of astronomical proportions.! Nonethe-
less, the programs outlined in the preceding
chapters are ambitious and the question must
be faced of whether the economy is capable
of creating the necessary resources and of
reallocating them to the proposed purposes.
‘We have seen recently that the economic
mechanism remains sensitive, that imper-
fections In the structure of markets and im-
balances in fiscal and monetary policies can
produce serious deviations from the bal-
anced growth path. The inflation of the last
few years and the current high rate of unem-
ployment have created hardships for many
families and have intensified social problems.
In order to promote our soclal goals and to
permit the programs in this agenda to reach
full effectiveness, we must be sure that the
economy can accommodate these programs
without creating general instability and other
distortions.

To shed light on these issues, the program
outlined in earlier chapters has been con-
verted into the standard dimensions of
macro-economic analysis, and has been fed
into simulation studies performed with the
330 equation Data Resources econometric
model? This section summarizes these
studies,

1 This assessment chapter was prepared for
the National Urban Coalition by Dr. Otto
Eckstein, Professor of Economics, Harvard
University and former member of the Coun-
cll of Economic Advisers.

2 The Data Resources model of the United
States economy is a quarterly model that
forecasts over 330 economic varlables, in-
cluding the GNP accounts, government
budgets, interest rates and other financial
variables, soclal Indicators, profits of major
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BUDGET REVENTUES

Normal growth and restoration of full em-
ployment according to the Report can be
expected under present federal laws, to ralse
federal revenues to $284 billion by 1976 ® not
allowing for a $4.5 billion revenue loss caused
by recent Administration action liberalizing
tax treatment of depreciation (an action not
supported by, and therefore not reflected as
part of, the Report’s tax recommendations).
The Report recommends that an additional
$42 billion be obtained from new taxes to
finance national health insurance plus revi-
sions in other social insurance program taxes,
that $6 billion be raised from further reforms
of the personal and corporate tax structure,
that $3 billion more be raised from excise
taxes with sumptuary purposes and from user
charges, and that $18 billion be obtained from
a 10 per cent increase in corporate and per-
sonal income tax rates. Revenues for 1976
thus were estimated to total $353 billion.
The simulation of these same proposals on
the Data Resources Model suggested that
total 1976 revenues would be $355 billion, a
difference so slight as not to be significant in
a forecast five years ahead.

The tax changes recommended in the Re-
port would be sufficient to finance the pro-
posed program. The federal budget would be
in balance. Since the economy is projected to
be in full employment by 1976 (and to have
been in that state for three years) there
should be no difference between the actual
budget and the full employment budget at
that time. A balanced full employment
budget has long been adovated by the Com-
mittee for Economic Development, and has
recently become the standard doetrine of
the government. Since the federal govern-
ment does not distinguish between current
and capital outlays, a balanced full employ-
ment budget policy can safely be character-
ized as prudent and cautious. It should be
added, however that there is no assurance
that such a policy will actually suffice to
produce full employment. It is easily pos-
sible that the economy will continue to find
itself in a period of somewhat below normal
private demand, and that dellberate full
employment deficits will be needed to achieve
the job creation goals cited in the Report.

The revenue and resource projections de-
pend upon continuation of the high growth
trend of the economy’'s potential. Some ob-
servers have raised the spectre that our pe-
riod of high growth may be over, perhaps be-
cause of changed attitudes of the new gen-
eration toward work as well as a less mate-
rialistic consumer attitude. This contin-
gency cannot be ignored, of course. How=-
ever, there are so far no signs that produc-
tivity—the driving force of growth—has
slowed. Indeed, the extraordinary layoffs dur-
ing the current recession make a large near-
term productivity gain very likely. It is the
most reasonable assumption, based on cur-
rent evidence, that the high productivity
trends which have characterized America’s
industrial development for 140 years will con-
tinue for another half-decade.

Tax structure and economic performance

Even if total revenues are sufficlent to fi-
nance all recommended programs, the ques-
tion of whether the new tax proposals would
significantly impair the performance of the
economy must be considered. Would work
incentives, innovation or investment be dis-
couraged? Would otherwise reasonable eco-
nomic decislons be distorted?

The impact of taxes on behavior depends
on structural specifics. Attempts to avold

sectors as well as production, sales and
profits of seventeen manufacturing indus-
tries. Users can modify key assumptions to
produce forecasts of expected economic
behavior.

s Years are federal fiscal years unless
otherwise stated.
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taxes now lead to considerable distortions
in such areas as personal investment and
executive compensation. Generally, these dis-
tortions are produced not, by small varia-
tions in the level of taxation, but by the
discriminatory forms of taxes which give
particularly favorable treatment to one form
of income over another.

The tax proposals in this Report are ad-
vanced in general terms. With skilled con-
version of these proposals into detailed
reforms of the tax structure, the changes
could improve economic performance rather
than hurt it.

In terms of new revenues, the new taxes
to finance national health insurance are the
most important. The proposed 5 per cent
surcharge on personal income taxes is similar
to other recent surcharges. The 3 per cent
tax on the payroll earnings base of corpora-
tions resembles present payroll taxes except
that it omits the employee contribution; in
a sense, the personal surcharge s a more
progressive substitute.

The overall structure of the tax system
would not be changed significantly by the
proposals. The following table shows some
pertinent dimensions. Only the burden of
payroll taxes is raised; the rest show little
change in total, even after reforms. So far,
the economy has not suffered visibly from
the rising payroll tax burden; other advanced
economies have even higher rates. Nonethe-
less it must be recognized that business
usually treats such taxes as costs to be passed
forward in the form of higher prices; con-
sequently they are regressive.

TABLE 21:1.—DIMENSIONS OF THE FEDERAL TAX
STRUCTURE

1970 1976

Revenue source as percent of GNP:
Personnel taxes
Corporate profits taxes.
Indirect business taxes.
Contributions for social in-

Revenue sources as percent of all
revenues:
Personnal taxes
Corporate profits taxes._. .
Indirect business taxes
Contributions for social in-
T R AR

THE EXPENDITURE FROFOSALS

Total federal spending as a percent of GNP
under these proposals rises from 20.7 per cent
in 1870 to 23.7 per cent in 1976. Most of this
increase results from the proposals for na-
tional health insurance, income support, and
fiscal relief for the states and localities. Sav-
ings in defense spending offset a part of these
increases.

Because the new programs are mainly
transfers to individuals and grants-in-aid,
the share of the GNP absorbed by federal
purchases falls very substantially, from 10.2
per cent in 1970 to 5.6 per cent in 1976. Also,
since the grants-in-aid partly replace local
financing and do not lead to additional local
spending in the full amount of the ald, it
would be incorrect to assume that the share
of resources passing through budgets at all
levels of government will increase by an
amount equal to the federal increase. Table
2 shows the composition of the proposed
federal budgets in the national income ac-
count concepts. It shows the large growth of
transfer payments and grants, and the
decline of purchases of goods and services.

EXTENSIONS OF REMARKS

TABLE 21:2—BUDGET PROPOSALS ON A NATIONAL INCOME ACCOUNT BASIS
[in billions of dollars]

Calendar year—

1970

1971 1972 1873
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With the budget as a whole in balance, the
program should not give rise to general ex-
cess demand, Since grants and transfers
usually have a more diffused economic impact
than direct spending, the economy should be
able to produce the goods demanded by the
reciplents of the transfers and grants.

Resource availability is questionable only
where the programs greatly expand the de-
mands for a particular industry. The extra
income to be received by the poor will be
spent on consumer that will be In
ample supply. National Health Insurance, on
the other hand, would worsen the strain in
our medical care industry unless accom=-
panied by breakthroughs on the supply side
such as those strongly recommended in the
report. The specific needs for manpower and
facilities created by the present proposals
are analyzed in Chapter 5.

THE ECONOMY AT FULL EMPLOYMENT

While the budget proposals are not exces-
sively expansionary and the economy should
be able to accommodate the resource shifts,
there remains the more fundamental ques-
tion, whether full employment itself is pos-
sible. Without full employment, the large
outlays proposed for human, social and phy-
sical development will not produce their
full social return. If there are insufficlent
jobs, graduates of training programs can-
not be placed—or only at the expense of an-
other displaced worker. Even the health pro-
grams will yield a greater economic return
to offset their costs if the working-age bene-
ficlaries can be returned to productive
employment.

The economic projections of this Report
assume that full employment will be re-
stored and maintained at an unemployment
rate of 3.5 per cent. The postulated rate of
price increase is 2 per cent, as measured by
the GNP deflator. These assumptions are
appropriate because the focus of this Re-
port is on programs and priorities rather
than macroeconomic policy. Nonetheless it
must be pointed out that the present struc-
ture of the economy and present policies do
not seem to be able to produce so favorable
a combination of unemployment and price
performance. Many studies have been con-
ducted on the “trade off” question, utilizing
different approaches, including econometric
models, The results of our simulations are
typical: We assume (1) the federal budget
follows this Report's proposals (see Table 2);
(2) extreme bottleneck problems are solved;
(3) monetary policy ralses the money supply
by 6 per cent a year; and (4) private spend-
ing patterns are sufficiently strong to achieve
3.5 per cent unemployment. Simulation then
produces a rate of inflation in excess of 4
per cent in the later years.

The extra 1 to 1.5 per cent of inflation
looms large in economic planning. Conceiv-
ably a 3 per cent rate of Inflation would not
have the tendency to accelerate into a gen-

eral price-wage spiral. But there can be little
question that 4 per cent or more at a time
of full employment is not a sustainable rate:
the wage-price spiral would be turned loose.
Thus the general inability of the economy to
hold the price level to reasonable stability at
a time of full employment is the major eco=
nomic obstacle to the achievement of our
soclal goals and the execution of the pro-
posed program. The difficulty does not lie in
the scale or composition of the program.

The development of policies to improve the
inherent inflationary tendency of the econ-
omy is therefore of real urgency. Manpower
and other development programs will be
helpful but hardly sufficlent. Additional
measures will need to be developed. The Re-
port recognizes this need and calls for addi-
tlonal measures.

COUNTERBUDGET: A BLUEPRINT
FOR CHANGING NATIONAL PRI-
ORITIES 1971-76—CHAPTER 22

HON. DONALD W. RIEGLE, JR.

OF MICHIGAN
IN THE HOUSE OF REPRESENTATIVES
Thursday, May 20, 1971

Mr. RIEGLE. Mr. Speaker, I include
chapter 22 of the National Urban Co-
alition’s “Counterbudget: A Blueprint for
Changing National Priorities 1971-76" in
the RECORD:

CHAPTER 22. MANPOWER IMPACT

The report estimates that the real GNP
increase will be roughly 27.5 per cent, while
employment would increase 11 per cent.
Against a backdrop of employment increases
for most occupations which are likely to be
associated with such ezpansion, the inter-
occupational shifts and resulting disloca-
tions are likely to be quite small by compari-
son.

An important dimension of any proposed
new national agenda is the mix of man-
power skills which will be required to imple-
ment changed social priorities.! Part of the
judgment about the achievability of the
goals cited in the Urban Coalition report de-
pends on whether enough workers exist,
or can quickly be trained, in necessary skill
areas. Allocating funds to new program areas
is futile if skilled workers will not be avall-
able to perform the requisite tasks.

1This assessment chapter was prepared for
the National Urban Coalltion by Dr. James
Scoville, Associate Professor of Economics
and Industrial and Labor Relations, Uni-
versity of Illinois.
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This chapter offers a preliminary assess-
ment of the manpower impacts of the pro-
grams and priorities proposed in the Coali-
tion Report. Comments are primarily re-
stricted to major resource utilization issues
and long-run impacts on labor and skill re-
quirements. As the authors of the report
realize, manpower and labor markets will be
dominated in the short-run by the prob-
lem of cyclical and conversion-related un-
employment. It is unlikely that broad seg-
ments of the United States economy will be
characterized by significant manpower
shortages; the report envisions approaching
near full employment (86 per cent) only by
19732

The report offers realistic prescriptions for
these short-run conversion problems. The
broad range of proposed income maintenance
programs—unemployment compensation for
longer duration, at higher rates, and for
which milllons more Americans would be eli-
gible; a Cash Assistance Grant program (a
varlant of the Administration's proposed
Family Assistance Plan); public service em-
ployment; and supplementary assistance
programs for individuals and geographic
areas hit by economic conversion from de-
fense production—constitute an appropriate
and humane response to short-term adjust-
ment problems. Although manpower train-
ing programs recommended by the report
may also be desirable to develop new skills
among the unemployed (particularly skilled
technical workers displaced from defense
work), such programs are not likely to be
& major factor in reducing unemployment in
the short-run. These training programs
should be viewed instead as a means of facili-
tating the long-run readjustment process to
a healthy, vigorous American economy in the
mid-1970's.

The long-run manpower implications of
the report’s recommendations should be ex-
plored on at least three levels:

The manpower skills required to imple-
ment government program activity recom-
mendations;

The overall direct manpower effect of fed-
erally-supported employment; and

The total manpower impact on the econ-
omy, taking account of all recommended
public and private expenditure reallocations.

Time and resource constralnts preclude
any current speculation on the third issue.
The comments which follow address several
program recommendations that raise sig-
nificant manpower questions, and offer a
rough evaluation of the overall impact of the
shifts in program emphasis on certain oc-
cupational groups.?

SOME SECTORAL MANPOWER QUESTIONS

Almost every section of the report involves
allocation, recruitment, training, or com-
pensation of labor resources in one fashion
or another. Increasing the pay of policemen,
expanding the enforcement staffs of civil
rights and consumer protection agencles,
substitution of Cash Assistance Grants and
National Health Insurance for the present

2 Years are federal Fiscal Years unless
otherwise stated.

3 A thorough examination of the impact of
the Coalition’s budget proposal on the cccu-
pational distribution of labor demand will be
made by Scoville and Roger H. Bezdek dur-
ing 1971. They will employ an input-output
model developed by Mr. Bezdek which is ca-
pable of translating alternate distributions
of natlonal expenditures corresponding to
different priorities into detalled industrial
and occupational manpower resource require-
ments. A detailed description of the model
is provided in a paper by Mr. Bezdek titled,
“Manpower Implications of Alternate Pat-
terns of Demand for Goods and Services,”
presented to the American Statistical Asso-
clation, Detroit, December 27, 1870.
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conglomeration of welfare and health pro-
grams—all these have significant direct and
indirect manpower implications, These effects
include not only the impact of staffing on
program themselves, but also the broader
societal impacts of more equal opportunities
for minority Americans and of setting levels
of labor force participation rates. Many of
the specific manpower issues related to ac-
tions recommended in a particular program
area have been discussed in earlier chapters,
We shall confine our attention here to two
sectors where the issues are either more
troublesome or require some amplification of
the text.

The Military: The Report proposes that
armed services force levels be reduced from
2,699,000, now estilmated by the Administra-
tion for the end of 1971 to 2,015,000 by the
end of 1973. Training and counseling pro-
grams for the slzeable number of dischargees
involved are recommended. Even so, the job
prospects for these new entrants to the
civilian labor force look bleak indeed.

One important long-run military manpower
Issue not given very thorough treatment in
the report is the method of recrultment of
military personnel. The report recommends
retaining the draft, but with diminished
importance in the supply as manpower, as it
should be possible to recruit a 2,015,000 man
force almost completely through voluntary
enlistments, even without special pay boosts
for the lower enlisted ranks. The method of
recrultment does, however, present social is-
sues broader than simple feasibility. The
thoughtful reader will recognize that differ-
ing techniques of recruitment will produce
varying personnel distributions, perhaps
most notably with regard to race. The ethnic
and social structure of the military, its race
relations, dependability, and effectiveness
are important enough to the larger soclety
that we must not leave them purely to
chance,

Health and Medical Care: This is one of
the most challenging areas tackled by the
Coalition’s Report and one in which it makes
a sweeping recommendation. It is argued
that provision of an adequate bundle of spe-
cific goods and services (medical care) should
be a right of the American people. From a
manpower point of view, such a “right in
kind’ differs from the Cash Assistance Grant
(a “right in cash" income maintenance pro-
gram proposed in Chapter 4), whose disposi-
tion is left to the consumer’s discretion, As
the Report recognizes, such a new “right in
kind”™ must be, and is, accompanied by con-
crete proposals for the provision and financ-
ing of the goods and services involved.

In this regard, the Coalltlon seems to have
adopted In large part the manpower recom-
mendations of the Carnegle Commission on
Higher Education, with a slightly stronger
emphasis on the use of new types of medical
personnel. I would argue that this emphasis
should be even stronger; that we must get
away from the tendency to conclude that the
solution to an apparent shortage is simply
to provide more of what we have. New think-
ing, research, and design are essential in all
areas of health services—particularly the or-
ganizational structure of delivery systems,
the architectural design of facilities, and the
development of new kinds of manpower in-
puts. The job structure of this industry has
changed substantially over the past twenty
years; there is reason to suspect that it could
be, and should be, changed a great deal more.

THE OVERALL FEDERAL OCCUPATIONAL IMPACT

As a result of research recently carried out,
it is possible to make some rough judgments
about the impact of the Coalltion's program
on the overall pattern of occupational de-
mand. Of particular ald was an aforemen-
tloned study by Roger Bezdek. Bezdek’s
paper compares actual employment patterns
in 1960 with those that would have prevalled
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under four reallocations of federal outlays.
One of these reallocations comes fairly close,
in overall pattern, to the recommendations
in the Urban Coalition Report. In this calcu-
lation, Bezdek reduced defense expenditures
by 30 per cent and reallocated them to do-
mestic soclal welfare programs. The fit 1s not
exact, but certainly close enough to the
general thrust of the Coalition report's rec-
ommendations, to use as a basis for forming
some crude, interim judgments,

Reallocation of a fixed federal budget from
high-cost (l.e. high outlays per job created)
defense programs to lower cost social welfare
operations is sufficlent to generate a modest
increase in total employment, With an in-
creased total budget, as proposed by the
Urban Coalition, this effect should be some-
what larger.

The effects on different occupations would
be considerably larger. The groups of engi-
neering occupations would be overall the
hardest hit: a balanced reallocation would
reduce employment in all engineering by
almost 2 per cent, with aeronautical engi-
neers being nicked for about a 5 per cent loss.
Only civil and mining engineers might expect
increases, albelt slight, in employment.

Under the Bezdek example, medical oceu-
pations would on the whole exrerience re-
quirements Increasing about 1.5 per cent for
all occupational groups. This is clearly an
underestimate of changes In demand, as the
Urban Coalition has reallocated considerably
more resources to the medical area than Bez-
dek's example does. Much the same can be
sald for the field of education, where Bez-
dek’s reallocation points to roughly a 2 per
cent increase In the demand for teachers at
all levels. Nevertheless, the curvent loose
market and projected sluggish demand for
teachers would give us some confidence tha:
manpower constraints are not likely to be en-
countered even with significantly greater
reallocations to this field.

Natural sclentists, social sclentists, and
non-medical techniclans of all types might

expect a modest reduction in demand from

balanced reallocations in federal outlays.
With but two exceptions, all other groups of
occupations which require any degree of skill
or training will be only minimally affected
by budgetary reallocations. The exceptions
are metalworking craftsmen, demand for
whom would be reduced by over 2 per cent
due to their concentration in defense sec-
tors of the economy and construction crafts,
which might experience an increase in de-
mand of slightly over 2 per cent. This latter
projection suggests the importance of making
further attempts to deseasonalize and other-
wise rationalize the construction industry.
It should be emphasized that all the
demand shift flgures given above reflect
purely an aggregate reallocation of federal
expenditures from defense to soclal welfare
programs., All these figures will be altered
somewhat when results of a more detalled
analysis of skill requirements become avail-
able. Furthermore, all figures must be judged
in the light of those increases in occuptional
demand which might occur between now
and 1976 as a result of real expansion in the
economy. The report estimates that the real
GNP increase will be roughly 27.5 per cent,
while employment would increase 11 per
cent. Against a backdrop of employment in-
creases for most occupations which are likely
to be assoclated with such expansion, the
inter-occupational shifts and resulting dis-
locations are likely to be quite small by com-
parison, as shown by the table below. The
first column shows the amount by which
selected occupations are expected to grow
between 1971-19786, based on Bureau of Labor
Statistiecs projections of the American
economy in 1980. The second column shows
the further percentage-point impact on that
occupation of a 30 per cent shift from
defense to domestic welfare programs.
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TABLE 22:1,.—SHIFTS IN DEMAND FOR SELECTED
OCCUPATIONS

[In percent]

_ Additional
impact from
changed
priorities

Expected
rowth
15971-76

Engineers. _
Aeronautical engineers_
Physicians and dentists_
Other health workers.

[ o
g

Natural scientists_ .
Social scientists_______
Nonmedical technicians
Metalworking craftsmen
Construction craftsmen

Z®en

P
wn

1 Not available.

MANPOWER, PHILLIPS CURVES, AND
PUBLIC OPINION

A conventional rationale for active man-
power policies has been that by such activi-
tles we might shift the Phillips curve, reduc-
ing the inflationary “price” that our economy
must pay to achieve reasonably full employ-
ment. Although the authors of the Urban
Coalition Report have reiterated this ob-
jective, and have recommended channeling
substantial resources to manpower develop-
ment, they have also put their hopes on a
second horse. They suggest the possibility
that the American people may have to come
to be willing, after a fairly lengthy period of
full employment and larger than usual price
increases, to live with a rate of inflation
closer in magnitude to those that Euro-
pean countries have experience since World
War II. There is some reason to think, with
slack demand and outright unemployment
hitting different groups than has been the
usual pattern, that inflation tolerances will
in fact be increased. Furthermore, this
change of outlook may occur in social groups
likely to be more influential in altering pol-
icy than the classical unemployed.

It may be too early to pin any large
hopes on this prospect. The tolerance of
United States citizens may have increased,
but thorny problems remain in the interna-
tional finance field. We are not likely in the
next five years to be free to use inflation as
& lubricant of soclal progress to any signifi-
cant extent. Accordingly, prompt attention
to the Report's call for more effective gov-
ernment measures to curb inflation than
are currently being utilized becomes an
important prerequisites for achieving cited
goals.

COUNTERBUDGET: A BLUEPRINT
FOR CHANGING NATIONAL PRI-
ORITIES 1971-76—CHAPTER 23

HON. JAMES C. CORMAN

OF CALIFORNIA
IN THE HOUSE OF REPRESENTATIVES

Thursday, May 20, 1971

Mr. CORMAN. Mr. Speaker, I include
chapter 23 of the National Urban Coali-
tion’s “Counterbudget: A Blueprint for
Changing National Priorities 1971-76"
in the RECORD:

CHAPTER 23. REVENUES

Present tax rates are low relative not only
to other countries, but to other periods in
our history.

The spending levels recommended in fed-
eral budgets, ours included, reflect an often
excruclating trade-off between how much
the people of a nation wish to spend to meet
their public needs and how much they are
willing to deprive themselves personally
through taxation.

EXTENSIONS OF REMARKS

The amount of Federal tax revenues in
1976 ' which would be avallable under present
tax laws and rates is estimated to be $284.4
billion. The total of expenditures we have
recommended for that year exceeds the pro-
Jected revenues by $69 billion. This is the
case even though our recommendations in-
clude substantial reductions in spending for
defense, farm subsidies, highways and sev-
eral other programs, as well as compromises
with goals we consider desirable in almost
every other area of social need. The aspect
of forced choices in the priority setting proe-
ess cannot be avoided so long as we con-
tinue to live in a world where human wants
exceed avallable resources.

We have faced up to these choices and rec-
ommended only those programs and funding
levels for which soclal benefits promise to
exceed social costs (the costs being the
sacrifice of private consumption involved in
ralsing taxes).

Americans can falrly be asked to pay the
$353 billion in taxes and other charges which
will be required in 1976 to finance our rec-
ommended set of programs if that tax burden
is shared equitably and if the priorities re-
flected in those programs are responsive to
citizen concerns. In addition, we believe that
to any extent our recommended spending re-
ductions in defense or other areas are not
achieved, taxes should be further increased.
Otherwise, we would have to forego some of
the improvements in public services we have
recommended in favor of additional expend-
itures for consumer goods.

If we are serious about solving our prob-
lems we must be willing to tax ourselves
more. Currently, governments in other West-
ern nations command a higher proportion
of Gross National Product for taxes than the
United States does. Only in Japan, which
spends negligible sums on military defense
and where the private sector provides for
many of the income security and employment
needs normally tended by the public sector,
does a smaller proportion of Gross National
Product (19.1 per cent, compared to 28.3
per cent for the U.S.) accrue to the public
sector. The following are the most current
available statistics:

TABLE 23:1.—TAX YIELD (PERCENTAGE OF GNP) AND
BROAD USES IN NINE NATIONS, 1967

Portion
available
for other
services

Total Portion
percent allocated
tax to defense
yield  spending

United States..........
Canad

, wawo
00 WR P

BREESABN
gnen

00 00 = 00 L LD L

Sources: 1969 U.N. Statistical Yearbook, and the London
Institute for Strategic Studies annual report on military ex-
penditures.

Considering, in addition, that none of these
nations spend as much as we do supporting
military forces, it is not surprising that many
of them can afford and do provide services
still not available in the United States.

Additional tax revenues could be raised in
three basic ways:

a) tax reform;

b) imposing new or expanded taxes or
charges to finance the social costs of par-
ticular services; and/or

c) raising rates on existing taxes.

As a matter of fairness, attention must first
be directed to tax reform. It also makes good
political sense to look first to tax reform, for
any new taxes or tax rate increases will

1Years are federal fiscal years unless
otherwise stated.
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become more politically feasible if the public
is convinced that the tax system is equitable.

TAX REFORM

One of the fundamental premises which
in theory underlies the imposition of per-
sonal taxes In the United States is that tax
incidence should vary according to an indi-
vidual’s abillity to pay. In other words, taxes
should be progressive. The reality is far
different from the concept. The total burden
of federal, state, and local taxes falls as heav-
ily on the poor as on the affluent; there is
virtually no difference in the proportions of
their income which taxes take.?

Persons earning less than $2,000 a year pay
nearly 40 per cent of their incomes in taxes.
Those who earn between $2,000 and $50,000
uniformly have about 30 per cent of those
earnings taken by taxes. Only for individuals
earning over £50,000 does the tax bite in-
crease to 45 per cent.

The inequities In tax Incidence are par-
ticularly acute at state and local government
levels, but they also extend to the federal
tax system.

The need for federal tax reform exists pri-
marily in individual and corporate income
taxes, plus estate and gift taxes. Federal
income tax rates are progressive on paper,
but a varlety of special exemptions and
privileges in reality greatly reduce the in-
tended impact of the graduated federal sys-
tem. Elimination or modification of many of
these exemptions and privileges would right-
fully place a larger portion of the tax burden
on the more wealthy—as the tax laws were
designed to do.

A considerable number of special exemp-
tions and privileges remailn, including:

Preferential treatment of capital gains, the
income earned from increases in the value of
stocks, bonds, and other property. Such gains
are now taxed at lower rates than income
from other sources.

Preferential treatment available to oil, gas,
and other mineral extraction industries. The
costs of exploration and development of wells
are allowed to be depreciated (the special
equivalent term used for mineral extraction
industries is “depletion’) over a period of
years just as are Investment costs in other
industries. But special privileges allowing ac-
celerated recognition of those costs for tax
purposes are extended to these mineral ex-
traction industries.

A special 100 per cent investment tax
credit on commercial maritime wvessels. No
other industry qualifies for any such credit.

Allowance of special accounting privileges
for farmers. In order to ease the bookkeeping
chores of farmers, income tax rules permit
them to deduct from income as business ex-
penses the amounts they pald in cash or by
check during a year, rather than the ex-
penses incurred (cash instead of accrual ac-
counting). Easing this chore remains a valid
objective, but the privilege is now being ma-
nipulated by wealthy “gentlemen" farmers
who use paper losses from farming sideline
operations to shelter farm income from other
sources.

Exclusion from taxable income of an indi-
vidual’s Initial $100 in dividends.

Allowance of financial institutions to shel-
ter part of their otherwise taxable income by
setting 1t aside as a reserve against bad
debt losses. This privilege is baslcally sound,
but implementing rules allow the reserve
amounts to be set at levels far above reason-
ably expected losses, The 19690 Tax Reform

2 These results were concluded in an analy-
~.4 published in 1969 by the Council of
Economic Advisors, based on 1965 taxation
and incomes. The analysis has been updated
in an as yet unpublished study based on
1968 data by Herman P. Miller, chief of the
population division of the Bureau of the
Census. The major conclusions of the studies
are highly consistent.
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Act established machinery to eliminate this
privilege, but only by 1887, and in phases.

Allowance of deductions by homeowners for
property taxes and interest on mortgages.

Allowance of deductions of interest on con-
sumer credit.

Exclusion from taxation of interest on state
and local government bonds.

Preferential income tax treatment for U.S.
citizens living abroad.

Allowance of a double personal exemption,
taken both by parent and dependent, in
cases where a dependent works and earns
income.

A network of exemptions and tax rates on
gifts and estates which keeps more than 75
per cent of the wealth passed on through
gifts or estates free from taxation. Currently,
federal estate taxes are imposed on the priv-
ilege of transferring property at death, rather
than on the reciplent of income from an
estate.

If all these privileges and exemptions were
completely eliminated an additional $24.8
billion more than what is now expected
would be collected in federal taxes in 1976,
excluding estate and gift taxes, for which the
potential gains are quite open-ended. The
political prospects of such massive changes
in tax liability being enacted compleiely are
nearly nonexistant. There are good reasons
why the probability is so low. Widespread
disagreement exists among reasonable men
concerning the whys and hows of tax reform
in these particular instances.

The reasons why these privileges and ex-
emptions have become lodged in the tax
structure—and the cases that can be mar-
shalled for retaining all or part of them—
are quite diverse. In some Instances, they
stlll make excellent sense as Inducements
to accomplish particular economic or soclal
objectives. In other cases, though, these
privileges serve as testimony to the raw
power of special interest lobbles—and have
no soclal justification. In still other in-
stances, they originally served a valid soclal
purpose which now has disappeared, or they
have come to be partly misused.

In each of the examples mentioned,
though, we belleve that strong considera-
tion should be given to potential reforms.
More often than not, modification may be
a more appropriate course of action than
complete elimination.

We may add some specificity to the gen-
eral flavor of these objectives by examining
some model reform suggestions regarding
five of the relatively larger candlidate
privileges.

Treat capital gains as ordinary income for
tax purposes except in instances where capi-
tal is supplied for new fund raising efforts
(e.g. new stock lssues).

Eliminate completely the special privileges
for oil, gas, and other mineral extraction
industries.

Limit to $15,000 a year the amount of
“phantom” farm tax loss any individual or
corporation can apply against other income.

Continue to encourage home ownership
among low and middle income families, but
reduce the subsidy of high income families—
who would likely buy homes In any case—
by setting maximum annual allowable de-
duction ceilings of $500 on mortgage inter-
est and $300 on property taxes.

Recoup more of the wealth being passed
between generations by setting a lifetime
exemption limit of $50,000 on recipients of
estate and gift taxes and by taxing all ap-
preciation of assets, realized or not, upon
transfer.

Whether these particular proposals? or

3 Complete implementation of these five
{llustrative reform proposals would by 1976
provide an additional $13.4 billlon in federal
revenues as follows: capital gains §7.4 bil-
lion, mineral extraction industries $2.2 bil-
lion, farming £0.3 billion, home ownership

EXTENSIONS OF REMARKS

some alternative suggestions are most desir-
able is less important than the fact that
they convey a feeling for the kind and degree
of modifications which are sensible and fair.
In our judgement, a package of tax reforms
should be initiated effective no later than
1974, which altogether produce annually at
least §6 billion in additional revenues. These
revenues should be considered a subsidiary
social dividend from the reforms. The cen-
tral reason for undertaking them must be
the restoration of fairness to the federal tax
system.

Many taxpayers are further aggravated by
the unfair impact of state and local taxes.
The main problem is heavy reliance on prop-
erty taxes, which impose a particularly
heavy burden on low-income and middle-
income homeowners. In some states and lo-
calities, flat rate sales taxes—which do not
exempt necessary items such as food, cloth-
ing, and drugs—also heavily burden those
same taxpayers. Revising state and local gov-
ernment tax structures to distribute their
burdens more fairly is an important part of
the total tax reform agenda. It is a part that
the federal government cannot directly bring
about, But the federal government can and
should provide incentives for states and lo-
calities to undertake such reforms as we
have suggested in Chapter 7.

FINANCING PARTICULAR SERVICES

In some instances, the federal government
collects revenues to be used for particular
purposes. This approach harbors a potential
danger—taxes can continue to be collected
and earmarked for a particular purpose long
after need has diminished. But there are sit-
uations when earmarked taxes are valid.
Some government programs, like Soclal Se-
curity, are primarily social insurance pro-
grams; individuals contribute and later (or
in an emergency) become beneficiaries, In
other cases, taxes are imposed to recover so-
clal costs of particular actlons (e.g. taxes on
aleohol in order to pay for the rehabilitation
of alcoholics) even though the revenues may
not directly be so earmarked. We recommend
a varlety of increased tax rates and new
taxes of these types.

As discussed respectively in Chapters 2 and
4, we recommend increases in Unemploy-
ment Insurance, Social Security, and Rail-
road Retirement taxes to pay for expanded
benefits and coverage, In a similar veln, we
recommend in Chapter 5 the imposition of a
5 per cent income surcharge for individuals
and & 3 per cent payroll earnings base tax
for corporations to indemnify part of the
costs of National Health Insurance, The re-
maining costs of the NHI program, essen-
tially contributions to pay for medical care
of those who cannot themselves afford it,
would come from general federal revenues.
Tax receipts from these four social insurance
programs are estimated to be:

[In billions of dollars]

1971 1872 1973 1974 1975 1976

- 34.8 37.4 47.6 53.2 60.5 69.0
Railroad retirement__. 1.0 1.2 14 L5 L6 1.9
Unemployment
insurance
National health
insurance

36 .2 7.9 85 &7
1.4 259 21.5

9.5
29.4

$1.5 billion, and estate and gift taxes $2.0
billion.

1 As a practical political matter, Congress—
having recently (December 1969) enacted a
comprehensive tax reform package—is un-
likely to consider carefully further tax reform
proposals before 1972 at the earliest.
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It is important to understand that the
government role in these programs is funda-
mentally that of an insurance agent. In-
creased tax collections for these programs do
not mean an enlarged portion of national re-
sources are being directed to public pur-
poses. Rather, the government is serving as
an agent to encourage saving and to spread
risk so that particular individuals are not
suddenly confronted with a financial crisis.

The U.B. tax system, even allowing for
heavy state and local use of sales taxes, relles
relatively lightly on excise taxes. This light
emphasis should continue. Exceptions should
continue to be made, however, for sumptuary
taxes on commodities or services considered
soclally undesirable (e.g. cigarettes), taxes
imposed on those who benefit directly from
particular government services (e.g. air
travellers, who benefit from the Federal Avia-
tion Administration air trafic control sys-
tem), and regulatory taxes to assist law en-
forcement.

The United States has been particularly
laggard in raising sumptuary taxes to levels
high enough to stimulate altered behavior.
We propose tripling the federal excise tax on
cigarettes (which effectively would increase
the market price of cigarettes by one half) to
discourage their use and to help defray the
public costs of cancer research and treat-
ment.* Similarly, we recommend raising the
levy on alcohol 50 per cent to help defray
added costs of treatment of alecoholism and
other indirect societal costs.® In both cases,
dollar tax rates have remained unchanged
since 1952; their relative bite has been eroded
by inflation. As discussed in Chapter 10, we
also recommend increased user charges in
order that generally high income beneficiaries
pay for the benefits they receive and can
afford in the following areas: aviation and
alrways systems development, Corps of Engi-
neers navigation projects, Coast Guard aids
to commercial navigation and recreational
boating, and use of the St. Lawrence Seaway.

Altogether such increases in excise taxes
and user charges would annually yield by
1976 an additional $8.6 billion in federal
revenues—g§3.4 billion from transportation—
even making conservative allowances for de-
clines in the purchases of these goods and
services as a result of the tax increases.
As desirable as these user charge and excise
tax changes are, we doubt they can be en-
acted either fully or immediately. For esti-
mating purposes, we will assume that one-
third of these potential revenue galns are
achieved beginning with 1974. This would
mean additional 1976 revenues amounting
to $2.8 billion.

TAX RATES

In combination, then, we foresee about $51
billion ¢ in additional revenues which should
and can reasonably be expected to be pro-
duced through tax reform and increased rev-
enues for particular purposes (see Table
23:2). These increases would cover only
three-fourths of the gap between the aggre-
gate level of desired expenditures and reve-
nues projected before provisions for these or
other changes.

5The intent is to make clgarette and al-
cohol users pay for part of the costs those
products force upon society at large. We do
not recommend, however, that such revenues
accrue to a trust fund earmarked solely for
treating persons who suffer from alcohol- or
cigarette-related diseases.

6%11.9 billion was subtracted from the
$29.4 billion expected in National Health In-
surance revenues as an allowance for Hospital
Insurance (HI) revenues which would have
been collected had that program not been
supplanted.
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TABLE 23:2.—INCREASES IN 1976 TAX REVENUES
[Receipts, in billions of current dollars]

Desired level of outlays.

Revenues in 1971
Dividend from economic growth (1971-76)

Total .
Tax reform.__. L4
National health insurance t..
1 in DASDI,
ployment insurance taxes.
Increase in excise taxes and user charges_ .. ___.___.

Expected 1976 tax receipts at 1971 rates..._... —335.6

0w Lo

1 $11.9 billion was subtracted from the $29.4 billion expected
in National Health | as an allowance for
Hospital Insurance (HI) revenues which would have been col-
lected had that program not been supplanted.

EXTENSIONS OF REMARKS

Clearly, revenue increases of any substan-
tial magnitude for general purposes must be
raised through higher income tax rates on
corporations and individuals. Present tax
rates are low relative not only to other coun-
tries, but to other periods of our own history.
Tax levels during the last twenty years have
fallen substantially. And the 1950's, after all,
was a period of international peace and rela-
tive domestic tranquility. Yet tax rates were
a good deal higher at that time than they
are In 1970 when the need for public serv-
ices seems demonstrably greater. As Arthur
Okun has calculated,”

“If the nation were willing to return to
the average income tax rates that prevalled
from 1954 to 1961, we could have roughly
$26 billion a year more to spend on social
programs than with the tax rates nmow in
prospect for the early 1970's. If our combined

T Arthur M. Okun, The Political Economy of
Prosperity, 1969, pp. 125-126.

TABLE 23:3.—PROJECTED FEDERAL REVENUES!
[Receipts in billions of current dollars]
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federal, state and local taxes as a percent of
GNF matched the average of the major West-
ern European countries, we would have about
$40 billion to $50 billlon more a year in gov=
ernment revenues."

A 10 percent surtax on corporation and
individual income ® would raise federal reve-
nues nearly $18 billlon—enough to bridge
the remaining revenue-expenditure gap. We
recommend that such a surtax be enacted
beginning in 1974, in conjunction with the
suggested tax reform measures.

Altogether, these recommended revenue
measures would support the program expen-
ditures we have suggested and enable the
pursult of appropriate fiscal policy. They
would produce the pattern of federal reve-
nues described in Table 23:3.

8This surtax would be in addition to the
6 per cent surtax on individual incomes ear-
marked for financing National Health In-
surance.

Administration

Urban coalition recommendations

Proposed

Estimated,
1971 1972

1973 1974 1975 1976

Individual income taxes:
O - e e L s s
L T R R e g s S e S S
Corporate income taxes:

D R e e e e

Recommended.. . _........_......
Individual income NHI health surtax:

Cyrentlaws. . .

Recommended._ . .........
Corporate NHI health taxes:

Currentlaws ... ........ ........

Recommended_ - - -C-co. oo o
Other social insurance taxes and contributions:

L L e TR P

Recommended
Excise taxes:

Current laws. _

Recommended
Estate and gift taxe

Recommended. .. ... ... ..-ooooii..

Total:
Current laws?

Recommended. ........... ST e e T

7.1
(?_ 1)

53.6
(5& 2)

17.
(1 15
¥ (5.3

(3, B)

8 19.0
8) (19. 0)

105.4 113.0 120. 5
(1 18. U) (126. 3) (136. 5)
(48.5)

54.7 58.3)
55.5 (62. 3) (56, 3

BT TTTR 6.7

R
69.5
(az D

) T
66.1
@7

T20.0
> 8
2
N

9.4
%0‘ ﬂ)

20.8 212
(22. 9) (23. 4)

4.1 4.7
(4. 1) &7

1.8 8.6 10.2
(?.8> (9.1) (10.3)

(210.5)
213.6

(229.6)

249.2
241.9 (3 ;

(268.5) (284.4)
03.5 328

.1 353.5

1 These revenue estimates are based on the economic ass_l.ln;r

also reflect of de by the Council

r ma
and 1971 “Economic Rgpns of the President,” and Charles Schultze in “'Setting Mational Priori-

ties: The 1971 Budget.

tions set forth in App A. The

estate and gift tax reforms.

2 Excluding the January 1971 administration action allowing accelerated writeoff of business

Economic Advisors in the 19?5 depreciation costs, an action we recommend be retracted.
2 The rapid increase is nonrecurring; it is primarily due to a recently enacted speedup of estate
tax collections. We suggest that this action be deferred and coupled with our other recommended

COUNTERBUDGET: A BLUEPRINT
FOR CHANGING NATIONAL PRIOR-
ITIES 1971-76—CHAPTER 24

HON. THOMAS M. REES

OF CALIFORNIA
IN THE HOUSE OF REPRESENTATIVES
Thursday, May 20, 1971

Mr. REES. Mr. Speaker, I include
chapter 24 of the National Urban Coali-
tion’s “Counterbudget: A Blueprint for
Changing National Priorities 1971-76" in
the REcorb:

CHAPTER 24. GOVERNMENT REFORM

Budget recommendations acquire jfull
meaning only in the context of the govern-
ment structures through which they are
implemented.

The essence of this Report is an examina-

tion of needs and program alternatives and
the allocation of limited dollars to diverse

public needs. Budget recommendations ac-
quire full meaning only in the context of
the government structures through which
they are implemented.

We do not attempt to consider here the
myriad of government reform issues. In order
to keep our focus on the relative claims of
various public needs, our Report, for the
most part, has consciously avoided recom-
mending which department or agency ought
to direct a particular activity. Neither do we
consider this Report the proper vehicle for
considering issues such as the caliber of peo-
ple attracted to public service or the rela-
tionships between legislative and executive
branches of government.

At the same time, the implementation of
our program recommendations would have a
far from neutral impact on government op-
erations. By drawing together some of the
suggestions scattered throughout this Report,
we hope to describe here the major dimen-
sions of the very explicit vision of responsi-
bilities and functions of different levels of

government which guided our program rec-
ommendations,

The shaping strategy has been to assign the
federal government responsibility for re-
sponding to national problems, while looking
to state and local jurisdictions to deal with
their own unique problems and to provide
everyday services.

The national government must assume re-
sponsibility for assuring that every citizen
receives basic human necessitles such as an
adequate minimum income and quality per-
sonal health care. In both cases, we have rec-
ommended federal assumption of nearly all
government costs of these functions, thereby
relleving a substantial current state and local
government burden. Both functions will also
require an enlarged program scope—embodied
in a combination of income maintenance
proposals which will assure the poorest Amer-
ican a sustaining income, and a National
Health Insurance program in which nearly all
Americans would participate.

We have also called for a new, but limited
federal role in public education. We have
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linked federal assistance to elementary and
secondary schools to performance standards
of students (in reading and mathematics)
and in such a manner that we expect this
federal assistance to affect the conduct of
education, nationwide, in a fundamental way.
Nevertheless, central responsibility for the
structure and content of elementary and sec-
ondary education would remain the province
of local communities. This program is pred-
icated on the federal responsibility to ensure
that citizens leave public schools with the
basic skills required for participation in the
economy.

The sum thrust of these proposals is to-
ward a federal role which concentrates in-
come on transfer programs, rather than the
delivery of services. The federal government
has always done relatively well In the former
role—witnessed by its effectiveness in col-
lecting taxes and managing programs like
Soclal Security and Veteran’s benefits. Fed-
eral performance in service delivery, on the
other hand, has often been inadequate, as
measured by a lack of effectiveness In ac-
complishing program objectives. Despite
usually excellent Intentlons, federal efforts
to manage and deliver compensatory educa-
tion, manpower training, and other services
have far too often produced dismal results.

Another vital federal role is protection of
the basic rights of citizens from special in-
terests which possess far greater economic,
social, or political power than does any Indi-
vidual. It is in the pursuit of this responsi-
bility by the federal government that we
recommend the establishment of a new
Consumer Protectlon Agency with far
broader powers than the offices it would re-
place, and new mechanisms for an assuring
inclusion of civil rights considerations in all
major federal programs and policy decisions.

The federal government must define na-
tional priorities, making choices among the
alternative possible purposes federal re-
sources can serve, and specifying objectives
to be achieved. It has a right and responsi-
bility in dispensing financial aid to other
government jurisdictions to insist that such
aid be directed to those purposes. Nonethe-
less, differences do exist among states and
localitles. The prospects for achieving na-
tional objectives wlll be advanced by the
incorporation of as much flexibility as pos-
sible into federal program guidelines.

In many instances, this purpose will be
served by consolidating numerous, narrow,
categorical grants into larger purpose block
grants which permit recipient jurisdictions
to define their own local priorities within a
specified area (manpower training, trans-
portation, ete.) and to tailor their programs
to specific local needs. This is the course of
action we have recommended for federal as-
sistance in the fields of manpower training,
law enforcement, and transportation. Sim-
plification of application and reporting pro-
cedures for federal assistance should also be
encouraged; the benefits of local participa-
tion in federal government programs is still
far too often diminished by the expensive
burden of paperwork.

It is also imperative that state and local
governments sharply Improve the quality
and extent of services they now provide. The
barrier most immediately preventing them
from doing so is financlal capacity. There
can be no doubt that more money is an
essential requirement. Citles particularly are
golng broke. Instead of improving the qual-
ity of services they provide, they are reduc-
ing the number and reach of those services,
But money alone will not be sufficient. New
dollars must be accompanied by reform of
state and local government structures. An
essential part of a strategy for increasing
federal ald to states and localitles must be
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provisions which tie that ald to guldelines
and requirements for such reform.

Diverse kinds of reform are called for
including:

Requiring states and localities to prepare
development plan as a prerequisite for receiv-
ing any federal assistance.

Greater metropolitan-wide and state-wide
cooperation.

Reform of
structures.

By far the most important reform required
Is in state and local government tax struc-
tures. We recommend Increased federal finan-
clal contributions to states and localities;
national purposes will be well served by im-
proving the capacity of local governments to
respond to the needs of their cltizens, But
the major increase in financial resources will
have to be provided by states and localities
through their own taxes. Federal ald should
incorporate incentives for, and in some cases
be premised on, addlitional state and loeal
tax effort. The incentives should be designed
to ensure that, as the burden of state and
local taxes grows, it also becomes more
equitably distributed. This latter concern
Is essential; fallure to respond to it would,
among other things, frustrate federal income
maintenance objectives and increase the
expense of fulfilling them.

Finally, attention needs to be focused on
the need for improved evaluation of pro-
grams at all levels of government. Far too
many government programs have been ini-
tiated hastily in recent years, rather than
being based on sound social data. An even
more inadequate job has been done in
evaluating program results to determine
whether they conform to objectives, and thus
to provide a knowledgeable basis for renew-
ing, revising, or scrapping them. Government
reviews have generally been confined to fi-
nancial inspection to protect against fraud.
That sort of review is important, but must
be supplemented by performance reviews by
trained social sclentists whose assignment is
to assess program effectiveness and impact.
Much of present citizen unease about gov-
ernment has a valld basis In the perpetua-
tion of public programs which provide poor
returns on Investments of tax dollars. Im-
proved evaluation is required to ferret out
these ineffective activities and to make gov-
ernment officials more accountabile,

Counterbudget itself is designed to con-
tribute to accountability on a somewhat
broader plane. By showing In disciplined
analytical terms what soclal objectives could
potentially be accomplished by the federal
government, we provide a mark against which
the performance of the Administration, the
Congress, and the American people can be
tested.

archale local government

COUNTERBUDGET: A BLUEPRINT
FOR CHANGING NATIONAL PRI-
ORITIES 1971-76—CHAPTER 25

HON. RICHARD BOLLING

OF MISSOURI
IN THE HOUSE OF REPRESENTATIVES
Thursday, May 20, 1971
Mr. BOLLING. Mr. Speaker, I include
chapter 25 of the National Urban Coali-
tion’s “Counterbudget: A Blueprint for

Changing National Priorities 1971-76" in
the RECORD.

CuapTER 26. THE Wil To Acr

We have the economiec resources to create
a better America, if we have the will to
redirect them.
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A principal reason we have not accom-
plished our goals in the past has been our
unwillingness to provide sufficient monies
to the public sector. Whenever there has
been the prospect of a budget surplus, Amer-
lcans have traditionally chosen to enjoy the
illusory fruits of tax reductions rather than
to support public service programs.

With good reasons—even beyond the in-
appropriate eflect such an action would have
on our deflated economy—Americans would
vigorously oppose an immediate increase in
taxes. To increase income taxes without pre-
vious tax reform would be intolerably un-
just. Nor can American citizens be expected
to support tax increases when the current
pattern of uses for tax receipts—including
a residual 83 billion allocation for a war
in Southeast Asia—Is so distorted.

If, however, our natlon's priorities are re-
ordered in the directions we suggest, Amer-
icans can falrly be asked to support higher
taxes in 1974—when we suggest an increase
take effect. People must be willing to pay
larger tax bills if they can expect in return
tangible improvements in public employ-
ment, health, education, law enforcement,
and other services which rank high on their
personal lists of priority needs,

This document attempts to show very
clearly what the real social needs of this
country are and how much it is likely to
cost to address various portions of those
needs, The case must then be put squarely to
the American public: are we at last ready
to support the priority shifts and make the
tax effort necessary to achleve our stated
goals?

We do not suggest that the budget pro-
posals in this document will provide all the
answers or even necessarily the best answers,
It attempts to measure the extent of our
problems and to offer one interconnected set
of solutions. We argue strongly only that the
basle directlon of our recommended priority
shifts and suggested levels of public revenue
make sense.

We can accomplish what we must. We can
provide for the basic needs of all our citizens,
while preserving the free enterprise system
which has fueled the development of the
most powerful economy in the world.

We can provide for all Americans the
quality of health care, education, housing—
indeed, of life—which they have a right to
expect from the richest country in the world.

We have the economic resources to create
& better America, If we have the will to
redirect them.

In the long term, the measure of our suc-
cess will be the degree to which national
priorities are shifted in these directions. The
means to this end—and our more immediate
objective—is to stimulate others to respond
to the task of making budget cholces and
articulating priorities. Natlonal priorities
will not be reordered to reflect the needs of
the natlon without the stimulus of an
informed, broadly reaching national debate.

OUR ENVIRONMENT

HON. MARGARET M. HECKLER

OF MASSACHUSETTS

IN THE HOUSE OF REPRESENTATIVES
Thursday, May 20, 1971
Mrs. HECKLER of Massachusetts. Mr.
Speaker, one of the most pressing tasks
before the Congress in the seventies is
the need to discover and implement new
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and innovative means to control and re-
duce environmental pollution.

While no one disputes the existence
of the problem, there is a wide range
of opinion on the most effective solution,
For this reason, the Congress must en-
courage the development of proposals
combating pollution.

For some time I have been interested in
a comprehensive proposal for attacking
water pollution through the establish-
ment of river basin authorities with pow-
er and responsibility to control water
quality along an entire stream.

One that has come to my attention has
been developed by Marc J. Roberts, as-
sistant professor of economics at Harvard
University. In an article in the Harvard
Law Review last year, Dr. Roberis ex-
plained his proposal in some detail point-
ing out the potential effectiveness of
basin by basin planning and the possi-
bility of economies of scale if waste treat-
ment facilities can be adopted.

The concept embodied in the Roberts
proposal is one that reflects my own
personal view on the direction we must
take in ending the ravages of water pol-
lution. The Roberts proposal is based
upon the idea that any action must be
both comprehensive and realistic if it is
to be effective.

I am pleased the council for policy
evaluation, a broadly based citizens group
of outstanding Americans, will release
Dr. Roberts’ latest paper on this subject
within the next few days. The paper will
be made available to each of our col-
leagues, Mr. Speaker, and I commend it
to their attention.

RESOLUTIONS ADOPTED BY BOARD
OF DIRECTORS OF TEXAS FARM-
ERS UNION

HON. OLIN E. TEAGUE

OF TEXAS
IN THE HOUSE OF REPRESENTATIVES

Thursday, May 20, 1971

Mr. TEAGUE of Texas. Mr. Speaker,
under leave to extend my remarks in the
Recorp, I wish to include the list of res-
olutions adopted by the board of direc-
tors of the Texas Farmers Union in their
meeting held on April 24, 1971:
RESOLUTIONS ADOPTED BY TEXAs FArRMERS

UNION
DROUTH RELIEF

Whereas, much of Texas remains in the
throes of a persistent drouth,

Whereas, immediate and massive federal
drouth disaster relief programs are particu-
larly needed,

Whereas, President Nixon has announced
the detalls of a “pre-disaster" relief pro-
gram for a portion of the needy counties,

Whereas, USDA regulations require that a
recipient of drouth feed and hay file a finan-
clal disclosure or “poverty oath” to be eligi-
ble for aid,

Be it resolved, that the Board of Directors
of Texas Farmers Union questions the sin-
cerity of Secretary of Agriculture Hardin's
visit to Texas to review the drouth situation,

That the Board feels that Secretary Hardin
is misleading drouth stricken Texas farmers
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and ranchers by representing that they will
have access to low-cost supplies of grain
and hay without red tape,

That it is evident that no self-respecting
farmer or rancher would take advantage of
the grain and hay program as it is presently
constituted, because of the requirement of a
financial disclosure and poverty oath that is
intended to discourage those who need as-
slstance from taking advantage of it,

That the Secretary of Agriculture appar-
ently considers the drouth relief program,
badly needed in some areas of Texas in spite
of the recent rains, as a poverty program
rather than one which is intended to relieve
the hardship to the rural communities that
are hard-hit by the drouth disaster.

That the Secretary of Agriculture is ap-
parently more interested in the political
impact of his trip to Texas and his an-
nouncement than in doing anything that will
materially benefit the farmers and ranchers
of the state who are faced with economic
disaster because of the persistent drouth.

RURAL DEVELOPMENT PROGRAM

Whereas, the rural development program as
proposed by the Nixon Administration to be
financed through revenue sharing would be
more of a rural dismantling program than
one of development. °

Whereas, since there is no new money rec-
ommended in the proposal and all proposed
fundings for important rural programs are
below that which was appropriated by Con-
gress for fiscal year 1971, it is evident that
several federal-state grant-in-aid programs
would be eliminated. These include the rural
water and sewer system program, the rural
environmental assistance program, and the
agricultural extension service program.

Whereas, the states, hard-pressed for funds,
would be likely to take the federal funds
and use them to make up what otherwise
would be the state contributions to the im-
portant programs.

Be it resolved, that the Board of Directors
of Texas Farmers Unlon go on record in op-
position to the financing of the rural devel-
opment programs through so-called revenue
sharing.

USDA REORGANIZATION

Whereas, the dividing of the Department
of Agriculture into varlous fragmented agen-
cles would mean the complete loss of identity
of the Department of Agriculture in the
higher echelons of government,

Whereas, the reorganization of TUBDA
would result in the loss of numerous services
and agencies necessary to agriculture,

Whereas, farmer programs would receive
a low priority in an agency that is not farm
oriented and directed by a non-agricultural
department head,

Be it resolved that the Board of Directors
of Texas Farmers Unlon go on record In
strong opposition to the Nixon proposal to
reorganize the United States Department of
Agriculture.

BROTHERS FIGHT WASTE IN
FEDERAL FOOD PROGRAM

HON. BARRY M. GOLDWATER, JR.

OF CALIFORNIA
IN THE HOUSE OF REPRESENTATIVES
Thursday, May 20, 1971

Mr. GOLDWATER. Mr. Speaker, my
colleague Brin ScHERLE is well known
here in Washington, D.C., for ferreting
out the misuse of food stamps. On the
other side of the continent, in my State
of California, another Scherle, who hap-
pens to be Bill's brother, Robert, is also
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active in exposing improper practices in
the Federal food program.

According to a recent issue of the Los
Angeles Herald Examiner, Robert
Scherle, a Ventura County deputy dis-
trict attorney, has been instrumental in
raiding a commune-type home near
Santa Barbara. Sheriff’s deputies con-
fiscated almost a ton of Welfare Depart-
ment food from the house, apparently
intended as provisions for a treasure
hunt.

I am inserting the article on the west
coast Scherle’s activities in the Recorp
at this point:

THIRTEEN JAILED IN WELFARE Foop FRAUD

VENTURA.—Ten men and three women are
in the Ventura County Jall following a raid
on a commune-type home near Santa Bar-
bara where deputies confiscated almost a
ton of Welfare Department food, apparently
intended as provisions for a treasure hunt.

Ventura County Deputy Dist, Atty. Robert
Scherle, who obtalned warrants, identified
the ringleader as a man who calls himself
“Capt.” Jim Nash, 85. All were jalled on con-
spiracy and theft bookings, according to
Scherle, who said members of the commune
have been “fraudulently obtaining commodi-
ties” from the County Welfare Bureau in both
Ventura and Oxnard.

He said the Santa Barbara County Wel-
fare Department had been victimized In
previous years, but the switch to Ventura
County was made necessary when Santa
Barbara began issuing food stamps instead
of actual food.

He ldentified the group as “Quest Inter-
national,” also known as “Summerland Pir-
ates,” and sald they had associates in San
Diego and Nova Scotia. “Enough food sup-
plies have been taken over the past dozen
years,"” sald Scherle, “to provide rations for
shipping to both San Diego and Nova Scotia.”

He sald the commune has “been training
people to do scuba diving so they can take
a ship to the Caribbean and dive for sunken
treasure.”

Nash, according to Scherle, has made “sev-
eral trips” to the area. Scherle said the group
advertises in the newspapers for persons to
go to the commune type home in Summer-
land, pay an entry fee, and do odd jobs to
raise money for the planned excursion.

The officials sald his investigation revealed
“they just came out (to the welfare offices)
and filled out the forms, and nobody ever
asked any questions.”

He said they not only picked up enough
food to sustain themselves and their asso-
clates, but also planned to have adequate
provisions for their trip.

MAN’S INHUMANITY TO MAN—
HOW LONG?

HON. WILLIAM J. SCHERLE

OF IOWA
IN THE HOUSE OF REPRESENTATIVES
Thursday, May 20, 1971

Mr. SCHERLE. Mr. Speaker, a child
asks: “Where is daddy?” A mother asks:
“How is my son?” A wife asks: “Is my
husband alive or dead?”

Communist North Vietnam is sadisti-
cally practicing spiritual and mental
genocide on over 1,600 American prison-
ers of war and their families.

How long?
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MIDDLE EAST: STALEMATE OR
SETTLEMENT?

HON. LEE H. HAMILTON

OF INDIANA
IN THE HOUSE OF REPRESENTATIVES
Thursday, May 20, 1971

Mr. HAMILTON. Mr. Speaker, under
the leave to extend my remarks in the
REecorp, I include a column by Zbigniew
Brzezinski on the Middle East from the
May 17, 1971, edition of Newsweek:

STALEMATE OR SETTLEMENT
(By Zbigniew Brzezinski)

In all the rhetoric about the Middle East,
one issue is rarely discussed explicitly: what
{s the American national interest and what
policles can best serve that interest?

I would define that interest as follows: it
is to prevent a power hostile to the U.S. and
to our European allies from becoming domi-
nant in the reglon. Such domination would
place in jeopardy a variety of economic and
political interests of paramount importance
to the U.B., affecting even such distant areas
as Japan (given the overwhelming Japanese
dependence on Middle Eastern oil).

To safeguard that interest, it is desirable
for the U.S. to protect the security of Israel
and simultaneously to seek friendly relations
with as many Arab governments as possible.
To accomplish the above, a settlement be-
tween the Israelis and the Arabs is clearly
necessary. Otherwise, it is almost Inevitable
that the Arabs will gradually become more
radicallzed while Soviet influence both ex-
pands and consolldates itself.

A cynic might say, why not abandon
Israel altogether? The answer is that to
do so would be tantamount to bowing to
Soviet pressure and hence to offer the more
intransigent Arabs visible proof of the de-
eirabllity of their alliance with the Sovlet
Union. Moreover, it is a fact that moral
considerations are involved and even reallsm
dictates respect for moral imperatives.

DIVERGING INTERESTS

The above does not mean, however, that
the U.S. must define its Middle Eastern
policy in keeping with the Israelis’ definition
of their interest. It does appear that the
Israelis basically prefer a prolonged stale-
mate to a settlement, and they hope to ex-
ploit Arab dependence on the Soviet Union
to commit the United States to the Israeli
position. They do so because, understand-
ably enough, they put little faith in inter-
national guarantees or Arab promises. They
do so also because a stalemate increases the
likelihood of Israeli retention of Arab ter-
ritory.

It is here that American and Israeli inter-
ests diverge. I't Is also here that, paradoxi-
cally, Israell and Soviet tactics converge. The
Boviets, too, prefer a stalemate to either a
new war or a settlement. The former poses
the prospect of another Arab defeat (or
costly and dangerous Soviet involvement)
and the latter would inevitably reduce the
dependence of the Arabs on the Soviets.

To advocate a settlement is, of course, not
the same thing as to demonstrate how one
can be achieved. Nonetheless, it certainly
will not be achieved If a settlement is to
mean that the Arabs are to accept both the
frontiers of Israel and Israel’s simultaneous
expansion. This is why the territorial issue
is both so sensitive and so crucial,

WEIGHING THE RISKS
Moreover, it is time to face the fact that
in our age, glven modern weaponry, even the
extenslon of Israel’s frontlers will not create
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true security. In effect, the Israelis can have
politically accepted but strategically inse-
cure frontlers or strateglcally perhaps some-
what more secure frontlers but politically
unacceptable ones. Obviously, on weighing
the risks, Israel prefers the latter and that
is why it has been maneuvering for a stale-
mate. Yet, as Ben-Gurion recently said,
“peace is more important than real estate

. real peace with our Arab neighbors—
mutual trust and friendship—that is the
only true security.”

It follows, therefore, that it is both ulti-
mately beneficial to Israel and certainly in
the American interest for the U.S. to use its
diplomatic and military leverage to separate
the question of territory from the question
of security. Our objective should be to link
a graduated step-by-step Israell withdrawal
essentially to the old frontiers with a par-
allel reduction in the Soviet military pres-
ence in the Middle East, with the vacated
territories subject to supervised demilitari-
zation. An approach of this sort might still
find the Arabs receptive, for it would mean
recovery of territory in exchange for accept-
ance of Israel and the departure of the
Soviet military, At least, it would hold out
an alternative more promising than a hope-
less stalemate.

JUST ANOTHER DAY FOR CUBA

HON. EDWARD J. DERWINSKI

OF ILLINOIS
IN THE HOUSE OF REPRESENTATIVES
Thursday, May 20, 1971

Mr. DERWINSKI. Mr. Speaker, in hap-
pier times our neighbors in Cuba ob-
served May 20 as their Independence
Day. For the past dozen years, unfor-
tunately, it has been just another day for
the unhappy inhabitants of that island
country.

Although Mexico and the Central and
South American nations had obtained
their freedom from Spain and Portugal
early in the 19th century, Cuba remained
a colony of the former from 1492, when
it was discovered by Christopher Colum-
bus, until 1898. While under Spanish
domination, the people of Cuba were
denied citizenship and slavery was not
abolished until 1886.

As a result of the Spanish-American
War, Spain withdrew from Cuba on Jan-
uary 1, 1899, at which time the United
States took over for a short transition
period. During the American occupation,
tremendous progress was made in the
fields of education, public health, legal
reform, and public works. Yellow fever
which had plagued the island for cen-
turies, was eradicated.

On May 20, 1902, the United States,
faithful to its promise, formerly with-
drew from the Pearl of the Antilles and
Tomas Estrada Palma was inaugurated
as first president of the new republic. In-
dependence lasted until 1959, when Cuba
became a captive nation. While Fidel
Castro is nominally its ruler, the island
is for all practical purposes a part of the
Soviet Empire.

‘While life in Cuba from 1902 to 1959
was not a bed of roses, neither has it been
a paradise since Castro took over. The
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best evidence is that so many Cubans fled
the island and began life anew in the
United States.

Mr. Speaker, let us hope that the day
of deliverance for Cuba will not be too
long delayed and that it will soon be able
to rejoin the family of free and inde-
pendent nations. The 20th of May will
then regain its full significance as In-
dependence Day.

MEMBER OF PRIESTHOOD 50 YEARS

HON. GILBERT GUDE

OF MARYLAND
IN THE HOUSE OF REPRESENTATIVES
Thursday, May 20, 1971

Mr. GUDE. Mr. Speaker, on Friday,
May 21, 1971, Cardinal Patrick Aloysius
O’'Boyle, spiritual leader of the Roman
Catholic Archdiocese of Washington,
D.C., will celebrate his 50th anniversary
as a member of the priesthood. For 23
years Cardinal O’Boyle has led the Arch-
diocese with courage and distinction. In
this time, the Catholic population of the
area has more than doubled—from 1865,-
000 to 386,420—and the number of par-
ishes has risen from 82 to 123.

Cardinal O'Boyle has had to face a
variety of modern urban problems. His
programs for the city have stressed
school expansion, racial harmony and
aid to the needy. The record of major
accomplishment is clear. Under his diree-
tion desegregation was begun in Catholic
schools in 1948, A building program was
inaugurated to meet the demands of a
burgeoning Catholic population. Over
130 new schools were built and there
were major new additions. He estab-
lished a preparatory seminary, the
Cathedral Latin School, for young men.

To provide for the special needs of
orphans, senior citizens and the sick,
Cardinal O'Boyle undertook to oversee
construction of St. Ann’s Infant Home,
Carroll Manor Home for the aged, Villa
Rosa Home for the aged, and the L{. Jo-
seph P. Kennedy Institute for excep-
tional children.

As a leader in interfaith and racial
justice activities, he served as chairman
of the Interreligious Committee on Race
Relations from 1963 to 1965. For 5 years
he served as chairman of the National
Catholic Welfare Conference Adminis-
tration Board.

Under the Cardinal’s direction, the
Urban Rehabilitation Corp. sponsored by
the Archdiocesan Office of Urban Affairs,
began a project to renovate and rehabili-
tate ghetto houses and arrange mortgage
loans to inner city residents. In addi-
tion, day care centers were established
in the ghetto neighborhoods.

Cardinal O'Boyle’s reputation is world
wide. During the Pirst Vatican Council,
in 1962, he was in the forefront of the
drive to repudiate antisemitism and at
that time, he was elected to serve on the
Commission for Seminaries, Studies, and
Catholic Schools.

In elevating the Washington Arch-
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bishop to the college of Cardinals in
1967, Pope Paul VI singled out Cardinal
O’'Boyle’s administration of the enor-
mous Catholic Relief Services program
during World War II as a major human-
itarian effort—*“One of the brightest epi-
sodes in American history.”

In February, 1968, President Johnson
presented the Cardinal with the Broth-
erhood Award, given by the National
Conference of Christians and Jews for
his “effective efforts in improving in-
tergroup understanding and for his lead-
ership in obtaining greater economic
educational opportunities for persons of
all races and creeds.”

In November, 1967, the Washington
Chapter of the American Jewish Com-
mittee awarded the Cardinal the Isaiah
Award for his war against poverty and
his open housing efforts in the Wash-
ington suburban area.

The Cardinal has been awarded a Com-
memorative Plaque by the American
Jewish Committee for his leadership in
passing a declaration at Vatican Coun-
cil II strongly denouncing antisemitism.

In 1966, the Louis Harris Survey of
Black residents of the District of Co-
lumbia ranked Cardinal O’Boyle first
among 21 white leaders for his efforts
toward racial harmony and full equality.

Cardinal O'Boyle has been the recip-
ient of many honorary degrees, includ-
ing a Doctrate of Humane Letters from
8t. John's University, and Doctorates of
Laws from the University of Notre Dame,
St. Bonaventure’s, and the University
of Scranton.

For his outstanding service and dedi-
cation to the residents of the Washing-
ton area and indeed to all humanity,
Cardinal O’Boyle deserves only the high-
est possible praise. I wish to join many
hundreds of others in congratulating the
Cardinal on his 50th anniversary and
in wishing him many more years of hap-
piness and continued success.

ELLICOTT CITY—ALIVE AND
THRIVING

HON. GOODLOE E. BYRON

OF MARYLAND
IN THE HOUSE OF REPRESENTATIVES
Thursday, May 20, 1971

Mr. BYRON. Mr. Speaker, Ellicott
City, Md., is one of the many small towns
near Washington and Baltimore that
preserves the charm of another century.
Ellicott City has managed to retain its
charm and at the same time remain a
vital, active community. The Central
Maryland News published an article on
May 20, 1971, describing the history and
the present renaissance in Ellicott City,
and I would like to share this tribute to
a fine city:

GHosT TownN Is ALIVE AND THRIVING
(By Ed Price)

It is hard to realize that ten years ago,
Ellicott City was practically a ghost town.
The magic has struck! The 184-year-old mill
town has gone through an exciting Renais-
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sance which has made it a mecca for all
those who love the modern mixture of gen-
uine early Americana and interesting shops
and boutiques.

A decade ago, the once busy streets were
quiet except for the twice-daily roar of rush
hour traffic from Catonsville and Baltimore.
At five o'clock, the town shut down except
for the occasional bar or restaurant catering
to local trade.

The barking of dogs echoed throughout the
sllent town and added to its loneliness.

The business, which had kept the town
filled with people, had made its exodus to
the glant shopping centers located in Balti-
more County.

The trolley was gone and the railroad had
cut service sharply. Not even & passenger
train served the town. Route 40 had re-
routed Greyhound service so that not even
this serviced Ellicott City.

For the first time In 200 years, Ellicott
City was a dead town.

In the earliest beginnings of the town,
ElMcott City serviced only itself and the sur-
rounding countryside.

The spawn of a mill established on the
Patapsco River by the Ellicotts, the town
consisted of a cluster of houses and shops
which served workers of the mill

Ellicott's Mills (as the town was called
in its early years) was an ideal business lo-
cation.

The entrance of the rallroad and the es-
tablishment of the town as a major depot
on the National Road, did much to promote
trade.

In the 1830's, excursion ftrains brought
the elite from Baltimore—with plenty of
cash in their pockets—to enjoy the rural
atmosphere in the town.

Gally—painted stagecoaches, traveling
the National Road, stocked hotels and res-
taurants with solvent trade.

Taverns and saloons filled with lusty men:
heavily drinking, shouting at the top of
their lungs, singing drunken songs and
plunking down money on the bar.

The flow of money into the till was steady
and generous.

Soon Ellicott’s Mills became a highly fash-
ionable summer resort and the town became
quite rich.

The town's career as a resort came to a
close with the advent of the Civil War. How-
ever, trading was still alive and brisk. Not
even conflict could empty its pockets.

After the war, and into the early 1950's, the
town enjoyed good business. I remember go-
ing to Ellicott City with my mother, father
and sister in those days.

Thursday night was the blg night then.
Main Street was ablaze with lights and the
sidewalks were so crowded that, at times,
pedestrians were literally forced into the
street by their own kind.

Ellicott City looked the same then as it
does now, Hardly anything has changed, in
its overall physical appearance.

Every store was open and doing brisk busi-
ness. The bells of cash registers could be
heard on the street even above the hodge-
podge of voices.

To a child, the din became music. The
rushing and shoving were a game. It was
all like some great carnival.

Somehow, Dad managed to always force
himself into a packed drugstore and emerge
with half-melted ice cream cones. To my
sister and I, it was the high point of the
evening.

I think we always found a parking place
on Main Street. Remember I speak of a time
before the city parking lot.

We would ride up and down the street In
the old '39 Chevy, turning around in the
depot yard to the east and the street car
depot to the west, until we came upon some-
one surrendering his parking spot. We would
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wait, not too patiently, for the driver to nego-
tiate his way out, and then try to slip In
before someone beat us to it.

Some times, we were beaten. This would
be an invitation for the air inside the car
to turn blue.

Remember, too, that this was a time
before the city's main street had been wid-
ened. It was a terrible mess. Two cars could
barely pass each other and the big bend
in the middle became a major bottleneck.

There is a story that a man, charged with
drunken driving, was hauled before the mag-
istrate. The man, obviously inebriated, was
weaving back and forth like a willow caught
in a gentle wind.

“What happened,” the judge said to the
town cop.

“The man is drunk, your honor,” sald the
officer. “What's more, he drove back and forth
through the town on Thursday night three
times in this condition.”

“Did he hit anything,” asked the judge
looking at the man through his spectacles.

“No, your honor,” was the reply.

The judge sat straight. “Anyone who can
drive up and down Maln Street three times
on Thursday night without hitting anything
couldn’t be drunk. Case dismissed,” said the
judge as the defendent collapsed in a
drunken stupor.

That was about the size of it. Traffic and
parking conditions were terrible at best.

To make it worse, Ellicott City was serv-
iced by the Baltimore Transit Company
which operated a street car down the middle
of Main Street.

We called this ancient carrler the *“Jerk-
water” because of its violent rocking action
while In motion.

The “Jerkwater” often proved a major ob=-
stacle to the motorist.

However, the parked car proved a major
obstacle to the "“Jerkwater”. Often was the
time when progress stopped altogether while
the conductor left the street car to search
for an inconsiderate motorist who had not
pulled into his parking space far enough.

Needless to say, traffic backed up a mile.

It was hard to see Ellicott City die. But
that is what was happening. In the middle
50's 1t began, and by 1960, the period of in-
activity had set in.

The big shopping centers, with their am-
ple parking space and other advantages, had
taken the business away.

In the beginning of the '60s, a few antigue
and specialty shops began moving into the
town but it was hardly a revolution.

These shops puttered along barely break-
ing even as the antique boom was yet to be
born.

Then suddenly it struck and almost over-
night, Ellicott City was filled with antique
and speclalty shops.

Once again, the streets were fllled with
people and whole families came back into
the town.

Ellicott City was offering what no other
town in the area could offer—a concentrated
string of interesting little shops, crammed
to overflowing with fascinating odds and
ends.

Like its neighbors, Georgetown and New
Market, Ellicott City cashed in on the an=
tique boom.

Ellicott City holds a fascination to Colum-
bians too.

It is one of the oldest mill towns still in-
tact to be found anywhere in the country.

Ellicott City's Main Street represents a
spectrum of American history and architec-
ture stretching from 1772, when the first
building was erected, to 1972.

It is perhaps no coincidence that Howard
County contains one of the most interesting
and authentic early American towns barely
six miles from one of the newest and most
exciting new cities in America.
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BIKE DAY

HON. SEYMOUR HALPERN

OF NEW YORK
IN THE HOUSE OF REPRESENTATIVES
Thursday, May 20, 1971

Mr. HALPERN. Mr. Speaker, Sunday
about 150 dedicated bicyclists, including
Secretary of Transportation John A.
Volpe, City Council Chairman Gilbert
Hahn, Jr. and other dignitaries, braved
cloudy skies and wet roads to celebrate
Bike Day in Washington. The bicyclists
pedaled along a 7-mile route which in-
cluded Rock Creek Parkway, Virginia
Avenue NW., and the Lincoln Memorial.

This marks the second time in recent
weeks that bicyclists have joined to-
gether to promote bicycling. Monday,
May 6, 1971, I was joined by 30 of my
House colleagues in a ride to promote
National Bikecology Day. “The Great
Bike Ride," as it was dubbed by the press,
was a strong expression of our concern
to promote bicycling as a mode of trans-
portation and a means of exercise.

Both of these efforts demonstrate an
undercurrent which is gaining strength
and which heralds the return of the bi-
cycle as an essential part of our trans-
portation system. As an editorial in the
Washington Star recently indicated:

After years of neglect as the country has
gone automotively mad, the bicycle is gain-
1ng respect as the fellcitous mode of trans-
portation it has always been.

It is important that people begin to
realize that the bicycle is not merely
owned and used for recreational pur-
poses. The bicycle can become an im-
portant part of our transportation sys-
tem.

The environmental advantages of such
a development are obvious. Air pollution
could be substantially reduced by in-
creased reliance on the bicycle. Highway
congestion and traffic jams would also
be lessened. In addition, those who would
engage in “commuter-cycling” would re-
ceive the added benefit of healthful
exercise.

But the full potential of bicycle trans-
portation cannot be realized without the
necessary support systems, Just as there
can be no railroad without tracks, or a
bus system without highways, so there
must be special facilities for bicycle traf-
fie. For example, I recently polled 250
Congressmen’s offices and discovered
that 120 employees on Capitol Hill now
ride bikes to work, and more than 400
stated they would do so if there were
adequate parking facilities.

Sunday, in a prepared statement, Sec-
retary Volpe indicated his intention to
make Washington a model city of bi-
cycles. He hopes to encourage bicycle
commuting in Washington by exploring
the possibility of exclusive rush-hour bi-
cycle lanes on city streets and for vandal-
proof bike racks at all Federal buildings.
In addition, the City Council intends to
hold hearings this Friday on proposals
to create several new bicycle routes.

All of these efforts demonstrate the
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beginning of model programs to promote
a rational transportation alternative. I
heartily support them and urge the sup-
port of my colleagues. But it is only a
beginning. Hopefully, in future years,
bicyeling will take on a major role in the
transportation of our citizens in urban
areas.

REVENUE SHARING

HON. WILLIAM L. HUNGATE

OF MISSOURI
IN THE HOUSE OF REPRESENTATIVES
Thursday, May 20, 1971

Mr. HUNGATE. Mr. Speaker, Presi-
dent Nixon describes revenue sharing as
an “idea whose time has clearly come.”

It certainly is an idea that spent a long
time on the road, wearing many disguises,
and traveling with a bewildering assort-
ment of friends.

Its oldest friend is Henry Clay, who did
not trust President Jackson to spend in-
telligently a $28 million surplus that had
accumulated in 1837, largely from the
sale of Federal loans. Clay pushed
through Congress a plan to divide the
money among 26 States for them to spend
as they saw fit. The plan was in operation
for 9 months. The Nation’s first attempt
to share revenues with the States died in
1838, when a recession wiped out the
Federal surplus.

Should not that sound familiar for a
President who proposed a balanced budg-
et and wound up with an $18 billion def-
icit and then proposed “an expansionary
budget'’—that is the Nixonomics term for
deficit spending. The Chamber of Com-
merce of the United States, the Nation’s
biggest business association, and the
AFL-CIO, the Nation’s biggest labor
group, both oppose revenue sharing.

The plan is to return to States and
cities some $16 billion of Federal reve-
nues a year—$5 billion in general revenue
sharing with no strings attached, and $11
billion in special revenue sharing, to be
spent according to local rather than na-
tional priorities.

The $11.4 billion figure for special reve-
nue sharing consists of $10.4 billion from
categorical programs and $1 billion of
new money.

To find the $10.4 billion of the special
revenue-sharing funds—in other words,
over 90 percent of them—the administra-
tion would tap these major programs for
phasing out:

Aid for vocational education;

Agricultural Extension Service;

Aid for the educationally deprived;

Aid for impacted school districts:

Regional Development Commissions;
and

Economic development assistance.

Among the grant programs that would
be transferred to a special transportation
fund are:

Federal ald to highways;

Airways Trust Fund; and

Urban mass transportation.

Under the administration’s proposal,
this $10.4 billion of the special revenue-
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sharing funds would then be allocated
automatically according to a computer-
ized formula measuring local need. How
is this for giving the Government back
to the people?

In some cases, revenue sharing would
mean less money for medium-sized cities.
The computerized formulas proposed for
distributing special revenue-sharing
funds would dock some cities as much as
20 percent of their present Federal
grants.

An assistant to Treasury Secretary
John Connally admits:

They threw local and State officlals a curve
with the $11 billion in revenue sharing.

One billion dollars of the $11.4 billion
was thrown in as a sweetener. There is
no “scientific formula” involved in its
distribution.

The White House calls it “hold harm-
less” money, to assure that no State
or local government will get less under
special revenue sharing than it has been
getting under categorical grants. What a
formula for progress. A computerized
program to enable us to stand still. The
suggestion is ridiculous, Calvin Coolidge
patented the art of standing still before
computers were invented. It is enough to
make you join Congressman UpALL of
Arizona in asking—is revenue sharing
a trick or treat for taxpayers?

Among the toughest and most thank-
less jobs in America these days are those
held by thousands of mayors, alder-
men, county supervisors, and other local
officials who struggle on the front lines
of Government. I say “front lines” be-
cause crime, drug addiction, poor edu-
cation, overcrowded and inadequate
schools, crippled public health facilities,
garbage and sewage which cannot be
moved—the problems which threaten our
stability as a people are being confronted
in large part on the school boards and in
the courthouses and city halls of
America. Washington can help, but
Washington will never solve these ter-
rible problems.

There is an annual contest for the
taxpayer's limited dollars, and in this
struggle Uncle Sam writes the rules so
he comes in first, and city hall finishes
last. Yet it is the courthouse, city hall
and school board which we ask to fight
our most erucial social battles.

It is not as though Uncle Sam has
failed to give money to local govern-
ments. We already have a massive shar-
ing of revenue: This year about $30 bil-
lion in Federal “grants” will go from
Washington to States, cities, school dis-
tricts, universities, and the like. But
these funds flow through a crazy quilt-
like pattern of some 500 disconnected
Federal grant programs added one by
one over the past 40 years.

People pressing for revenue sharing are
asking why educators in Columbia, St,
Louis, Kirksville, St. Charles or Floris-
sant, should have to travel to Washing-
ton and shop among 100 different school
programs to find which fits its current
need—and more important, which has
money in its account—Ifor each program
is funded separately. The $11 billion spe~-
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cial revenue sharing program is not new
money—or a new idea. It is just a new
name the White House gives to the
Federal “grants” we talked about earlier.

You might ask what could possibly be
wrong with a program which gets local
decisions back in local hands, cuts the
growth of Federal programs, stops over-
lapping jurisdiction and competition of
Federal agencies, cuts down the hordes
of Federal bureaucrats deciding local
community programs, and helps to bail
out our bankrupt cities.

Well, a lot of people do see a lot of
things wrong with it. So let us take a
look at the case against revenue sharing.
To begin, imagine the indignation of a
new wife who is invited by her husband
to share his checking account and hap-
pily accepts, only to be told it is $2,000
overdrawn. The critics of revenue shar-
ing are asking with some scorn, “Where
is all this money coming from and just
what revenue is it we're going to share?”

You might ask what is wrong with
sending $5 billion in general revenue
sharing funds directly to State and local
officials. In other words, President Nixon
suggests dividing $5 billion with no
strings attached to Gov. George Wallace,
Mayor Daley, and the new city couneil
of Berkeley, Calif.

It is too late to mail “no strings at-
tached” funds to Paul Powell, but per-
haps we could put some in a shoe box
for him.

Revenue sharing is no simple problem
and becomes more complicated daily, as
this revenue sharing, power to the people
President, continues to freeze over $12
billion in needed public works and other
funds—moneys which were appropriated
last year—funds already appropriated to
help State and local governments build
schools, sewers, homes, and highways; to
combat floods and control pollution. All
he needs to do to start this revenue shar-
ing is call his budget office.

The problem is complex and grows
more so, the more you study it. One solu-
tion suggested is to permit tax credits
for State income tax paid. Under this
plan Federal funds would be redistrib-
uted to the States in proportion to their
own State income tax effort.

President Nixon objects to tax credits
claiming they are too complicated in
States without income taxes, and that,
in order to simplify the machinery, the
Federal Government would have to co-
erce States into adopting income taxes.

Is not that a shame. States like Texas,
Florida, and Ohio, which have no State
income tax, and have for years received
Federal grants, Federal matching funds,
and Federal loans, would have to adopt
a State income tax program just like
their poor relatives in Missouri have had
for over a quarter of a century.

Missouri is one of the States that
would receive more revenue with tax
credits than under revenue sharing. Mis-
souri would receive 10 percent more un-
der a system crediting you and your State
for State income tax paid, while a State
like Florida, which has no State income
tax, would get 13 percent less under a
tax credit program.

All of this caused the great Demo-
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cratic Gov. John J, Gilligan, of Ohio, to
say.

Revenue sharing is like true love, it's very
hard to define, but the Nixon definition is
“unworkable, unrealistic and hopelessly in-
adequate.”

I express my appreciation to our col-
league, Morris UpaLL, and the National
Journal for ideas of theirs which I have
generously borrowed in preparing this
analysis of the President’s revenue-shar-
ing proposal.

GETTING THE JOB DONE

HON. DONALD M. FRASER

OF MINNESOTA
IN THE HOUSE OF REPRESENTATIVES
Thursday, May 20, 1971

Mr. FRASER. Mr. Speaker, South
African apartheid is not a laughing mat-
ter. It is vicious racism. But in addition
to denying basic human rights to the
black majority in South Africa, apartheid
has an Alice-in-Wonderland quality
about it. The three brief items reprinted
below are from X-Ray, a newsletter on
current affairs in Southern Africa, pub-
lished in London. They illustrate the
“through-the-looking glass” quality of
South African life.

The items follow:

GETTING THE JoB DONE

“In most cases these white artisans are not
really qualified, because in the Transvaal
we simply employ everyone who applies for
a job as long as he 1s white. We then allocate
to him a couple of Bantu who know the job
but are not allowed to do it, and eventually
the job gets done in a reasonable manner, at
& very slow rate and at an exorbitant price”.

Statement by a buillder, quoted in a report
on the building industry by the University
of the Witwatersrand.

A construction firm in Pletermaritzburg
has issued its African workers engaged in the
laying of bullding blocks with garden trowels
instead of builders’ trowels. This removes
them from the category of “skilled workers"
to that of “unskilled workers”. The men are
doing the same job as before, after a three
month halt in the work by order of the De-
partment of Labour. The Department has
approved the new arrangement.

Under & provision in the Job Reservation
Act, Africans may not perform skilled work
on white homes in white areas; but if “pon-
artisan” tools are used, a job is defined as
“unskilled”.

THE BEST RECORD

During the past two years, 456 men have
been retained Iin the South African police
force after being convicted of crimes of vio-
lence, ranging from assault to attempted
murder. Seventy-five of these were found to
have had previous convictions. This informa-
tion was contained In a statement to the
House of Assembly last month by the Min-
ister of Police. Mr. 5. L. Muller.

Commenting on the figure for previous
convictions. Brigadier Rocco de Villlers,
former Deputy Commissioner of Police, sald
that it “looks terrible on paper, but is not in
perspective”. Taking into account that there
were 35,000 policemen in South Africa be ex-
plained, this represented only .002 per cent.
of the total.

“No organisation is without crime”, said
Brig. de Villiers, “but I feel our police have
what 1s probably the best record in the world
for the lack of crime within their ranks.”
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TRANSPORTATION STRIKES

HON. ROBERT P. GRIFFIN

OF MICHIGAN
IN THE SENATE OF THE UNITED STATES

Friday, May 21, 1971

Mr. GRIFFIN. Mr. President, recently
the staff of the Minority’s Policy Com-
mittee completed a useful study point-
ing up the urgent need for reform in the
inadequate laws now available to cope
with nationwide transportation strikes.
Issued May 20, 1971, the study was pre-
pared, not as a policy statement, but
as a presentation of relevant facts and
views. I ask unanimous consent that the
study be printed in the REcORD:

There being no objection, the study was
ordered to be printed in the REecorp, as
follows:

THE RECENT RAIL STRIKE AND THE NEED FOR
REFORM LEGISLATION
INTRODUCTION

At one minute after six Monday morning,
May 17, 13,000 members of the Brotherhood
of Railway Signalmen walked off their jobs
in a totally legal strike against the Natlon's
major rallroads.

By Tuesday afternoon, May 18, the coal
industry was rapidly closing down, steel
plants were laylng off men, several of the
major auto manufacturers’ plants were work-
ing only part-time, first harvest of the spring
produce crop in the Southwest was begin-
ning to rot, 400,000 commuters dependent on
the rail lines for access to major cities were
stranded in massive traffic jams, thousands
of tons of mail were banked on rallroad plat-
forms, and railroad freight yards across the
country were a massed tangle of freight cars,
switch engines, and idle equipment.

Thus, one-tenth of one percent of the 83.5
million member labor force in the United
States was able, legally to threaten the Na-
tion’s economy; this at a time when America
was beginning to show signs of major re-
surgence from the Vietnam wind-down eco-
nomiec lull.

The word “legal” is stressed because, un-
der existing law, the men were within their
rights In walking off the job and tying up
the national rail system. Whether their wage
and other demands were justified 1s not dis-
cussed here because, just or not, they made
the demands and struck to achieve their goals
within the law.

On May 17 President Nixon asked congres-
sional action to force extension of negoti-
ations until July 1, 1871. The President sald
Secretary of Labor Hodgson would continue
to assist In the negotiations and would re-
port back to Congress by June 21 if no set-
tlement had been re

In effect, the President was asking Con-
gress to make the current strike fllegal and
to force the parties back to the bargaining
table.

Tuesday night Congress responded, setting
an October 1, 1971, deadline for negotiations
instead of the July 1 date asked by the Presi-
dent. This postponement of the strike is in
keeping with the record of recent years.

LEGISLATIVE HISTORY

This was the eighth time in the past 10
years that transportation labor disputes had
become the urgent business of Congress on a
plecemeal, one shot basis.

The record as compiled by Congressional
Research Service, Library of Congress:

1. Public Law 88-108, approved August 28,
1963 (77 Stat. 132). Established a seven-
member arbitration board to make a deci-
sion binding on both parties (Class I railroads
and five operating brotherhoods) with respect
to use of firemen on diesel locomotives and
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the size of road and yard crews. These were
the two primary issues in dispute. Directed
the parties to immediately resume collective
bargaining on all other (secondary) issues
not covered by the arbitration provision.

This law blocked a threatened nationwide
rallroad strike scheduled to begin at 12:01
a.m., August 29, 1863. The action marked the
first time since 1916 that the Congress im-
posed an ad hoc legislative settlement for a

1 dispute.
ralz‘ Pul:l':llic Law 90-10, spproved April 12,
1067 (81 Stat. 12). Delayed for 20 days a strike
scheduled for April 13 by six shop-craft
unions against most of the Nation's major rail
lines, accounting for over 95 percent of the
total rail mileage in the United States.

The issue In dispute was wages.

3. Public mwlgpo—ls. approved May 2, 1967
(81 Stat. 13). Delayed for an additional 47
days, until June 19, 1967, a threatened na-
tionwide strike by six shop crafts against
most of the Nation’s Class I carriers, with the
understanding that President Johnson would
offer a plan to settle the controversy “within
a few days.”

4. Public Law 00-54, approved July 17,
1967 (81 Stat. 122). Authorized the President
to create a special board to mediate the rail
dispute and, if not settled after 90 days, to
impose a settlement. The impasse was the
same one which occasloned enactment of
Public Laws 90-10 and 90-13 (see above).

5. Public Law 91-203, approved March 4,
1970. Prohibited strike or lockout for 37 days
in the dispute between rail carriers repre-
sented by the National Rallway Labor Con=-
ference and four shop-craft unions (machin-
{sts, electricians, bollermakers, and sheet
metal workers).

8. Public Law 91-226, approved April 9,
1970. Provided settlement of the labor dis-
pute between the carriers and unions in-

dicated above, in item no, 5. Established as
the contract the terms of the memorandum
of understanding, dated December 4, 1969,
all negotiators for the disput-

reed to D
ial%g part‘les,yalmough subsequently ratified
by the general membership of only three of
the four unions involved.

7. Public Law 91-541, approved Decem-
per 10, 1970. Extended until March 1, 1971,
a prohibition against strike or lockout in
dispute between Class I carriers and four
rail unions (operating employees, except en~
gineers; railway clerks; dining car employees;
and maintenance of Way employees). Pro-
vided a 1314 percent pay increase for the em-
ployees involved, five percent retroactive to
January 1, 1970, and the remaining eight and
one-half percent effective November 1, 1970

CURE NEEDED

One of the leading labor experts in the
Congress, Senator Robert P. Grifin of Michi-
gan (co-author of the Landrum-QGriffin Act),
has long recognized the need for compre-
hensive legislation to prevent nationwide
emergency transportation strikes. This, he
said, would serve the best interests of both
workers and the public.

For 15 months no committee in either
House has held hearings on the Senator’s bill,
8. 560—first introduced February, 1970; re-
introduced (with Senator Robert Dole of
Kansas) February 3, 1971 (Cong. Rec. pp.
1544-1548) . The bill would provide machinery
to assure conclusive settlements of transpor-
tation labor disputes before critical work
stoppages occur and without the need for
repeated special legislation.

On May 18, 1971, during debate on still
another ad hoc congressional settlement of
a nationwide rail strike, Senator Griffin was
able to extract a promise to hold hearings on
permanent legislation from the chairman of
the Labor and Publlc Welfare Committee.

Senator Griffin's objective: enactment of
legislation that would guarantee settlement
in a fair and reasonable manner of labor dis-
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putes in the transportation industry. There-
after, Congress could get out of the business
of negotiating periodically labor contracts,
in a crisis atmosphere under the gun of &
strike already in progress.

Congress has continually found itself in
such situations because the Railway Labor
Act machinery doesn't work, It discourages
negotiation and virtually guarantees Fed-
eral intervention. Under the Rallway Labor
Act, emergency provisions have been invoked
187 times in 45 years—an average of four
times a year, and work stoppages at the end
of the 60-day period have occurred more than
once a year since 1947. The trouble with the
Railway Labor Act, Senator Griffin points out,
is that:

“Under existing law, the parties know they
can bargain half-heartedly until the strike
deadline. They can almost count on the ap-
pointment of an Emergency Board to take
over, and each side then nutures the hope
that the recommendations of the Board will
strengthen Its own bargalning position . . .
emergency procedures which were originally
designed to be a last resort have now become
almost & first resort.”

TAFT-HARTLEY ACT PROVISIONS

By contrast, the Taft-Hartley Act, even in
its present form, has a better track record
than the Raillway Labor Act. The Taft-Hart-
ley emergency provisions have been invoked
29 times since passage in 1947, and in 8 of
these cases—all related to transportation—
a strike or lockout occurred after the 80-day
cooling-off period.

SBenator Griffin's bill would expand the
coverage of the Taft-Hartley Act to all trans-
portation industries, and improve the Taft-
Hartley machinery by giving the President
three new optlons at the end of the present
Taft-Hartley 80-day cooling-off period.

As Senator Griffin explains it:

“The first option would allow the Presi-
dent to extend the cooling-off period for as
long as 30 days. This would be an especially
attractive alternative if the dispute appeared
to be close to settlement.

“The second option would permit partial
operation of the affected industry. In such a
case the strike or lockout could continue in
part, but danger to the national welfare
could be minimized by keeping essential seg-
ments of the industry in operation for up to
6 months,

“The third option would involve the proc-
ess of ‘final offer selection.’ Under this alter-
native, each of the parties would be given
3 days to submit final offers. The parties
would then have an additional 56 days to bar-
gain concerning these offers. If no agreement
were reached, a panel of three neutral mem-
bers would, after formal hearings, choose the
most reasonable of the final offers as the
binding settlement.

“This option would guarantee a conclusive
setitlement without a work stoppage. Buch a
procedure would provide a strong incentive
for labor and management to reach an agree=
ment. Nelther side could afford to hold to
an extremse position, since such a stand would
almost force the panel to accept the offer of
the other side.”

The core principle of this approach is that
vital transportation services should be main-
tained while labor disputes are fairly settled
and the governmental intervention required
to protect the public interest is kept to a
minimum.

FINAL OFFER SELECTION

The settlement system in the third option
(final offer selection) of S. 560 is a modified
form of compulsory arbitration designed to
reward reasonableness. Most observers agree
that conventional compulsory arbitration
merely encourages each slde to step up its
demands in anticipation of a “split-the-dif-
ference" decision,

In a sense this 1s what happens under the
Rallway Labor Act now. Congress, in effect,
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imposes a “split-the-difference” settlement,
which both sides anticipate from the be-
ginning. Under the Griffin bill the parties to
the dispute would be encouraged to submit
reasonable offers by the knowledge that the
panel would select the most reasonable offer
without alteration as the final and binding
contract.

Benator Grifin has addressed himself to
some of the realltles, political and economie.
He says:

“Frankly, we are a long way past the point
when we should have faced up to the fact
that our Natlon, our economy, simply cannot
tolerate a natlonwide rall, airline, trucking,
or maritime strike in wartime or in peace-
time. Now, some will throw up their hands in
horror because the President's legislative
proposal, which I have introduced, smacks of
compulsory arbitration. The Administration
does not use that term in its explanations—
but I will. I believe there are segments of
our economy in which we have no realistic
choice but to move toward a system of com-
pulsory arbitration.

“The scheme proposed by the Administra-
tion for application to the transportation
industry is about as fair and reasonable as
any I have ever heard of. And the transporta-
tion industry is ripe for compulsory arbitra-
tion. Not only is it a vital and essential in-
dustry, but it is already highly regulated by
the Government. For the most part, the
Government already assigns routes and lim-
its competition in the various segments of
the transportation industry. And the Gov-
ernment already regulates its rates or prices,
So, it would seem to make sense for the Gov-
ernment to have a firm hand in determining
wage levels as well.”

THE JAVITS APFROACH

Senator Jacob K. Javits of New York has
also Introduced a bill which extends a simi-
lar approach beyond transportation to all
strikes and lockouts which threaten national
or reglonal health and safety.

The Javits bill, S. 594, would make the
following major changes in the present law:

1. In the event that an emergency dispute
is not settled within the 80-day cooling-off
period provided under the Taft-Hartley Act,
the President would have the power to issue
an executive order, prescribing the proce-
dures to be followed by the parties there-
after, and any other actions which he de-
termines to be necessary or appropriate to
protect the health and safety of the Nation
or 1:;agii:n:l of the Nation affected by the dis-
pute.

Such actions and procedures would be de-
signed to ensure that operations and services
essential to the national or regional health
and safety would not be interrupted by
strikes or lockouts. The President’s order
would be subject to a veto by either House
of Congress within 15 days.

2. The emergency disputes provisions of
Taft-Hartley would be made applicable to
disputes which threaten the health and
safety of a region of the country, as well as
the whole Nation.

8. The existing emergency procedures of
the Rallway Labor Act would be repealed;
all industries would be subject to the emer-
gency procedures of the Taft-Hartley Act,
as it would be amended by the bill.

4. Emergency boards would be permitted
to make recommendations if the President so
directs and the President would be given
power to freeze the status guo for 30 days
before invoking the court-ordered 80-day in-
junction in order to permit bargaining with
respect to emergency board recommenda-
tions of findings.

In introductory remarks on the Senate
floor, Senator Javits noted that his bill is
considerably broader than the Administra-
tion's proposal, submitted by Senator Grif-
fin, which applies only to national emer-
gency disputes in the transportation indus-
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try and provides only three options to the
President, namely partial operation, final
offer selection, or a 30-day extension of the
status quo. Senator Javits praised the Ad-
ministration’s proposal (the Griffin bill) and
explained that he was introducing a separate
bill because “I believe broader protection . ..
is necessary to protect the country fully,
and because I believe that the Labor and
Public Welfare Committee should have al-
ternative approaches before it when hearings
are held on this legislation.

“I cannot belleve,” sald Senator Javits,
“that we do not have the courage to face
our responsibility to protect the American
people from these disputes. . . . The floor of
the Senate or the House i1s mot an appro-
priate place to resolve wage rates, work rules
or any other issue involved in a labor dis-
pute.”

CARROLL COUNTY WOREK-STUDY
PROGRAM

HON. GOODLOE E. BYRON

OF MARYLAND
IN THE HOUSE OF REPRESENTATIVES
Thursday, May 20, 1971

Mr. BYRON. Mr. Speaker, on May 24
the Carroll County, Md., Board of Educa-
tion will hold a dinner at the Black &
Decker Co. in Hampstead to honor the
employers who have hired students in the
Carroll County work-study program. This
is an excellent program that has met
with great success. Presently, three of
the four high schools in Carroll County
are participating in the program, and
next year all four will have work-study
education programs.

The work-study program is an effort
to make high school education more
meaningful and rewarding for the stu-
dents. During the morning the student
participates in small classes specifically
designed to provide him with the voca-
tional skills and attitudes that will make
him a good employee. Heavy emphasis
is placed on the development of positive
social and personal habits.

As g vital part of this training the stu-
dent is placed in a job during the after-
noon. Here the student is able to put into
practice the skills and attitudes devel-
oped in the classroom. The value of what
is being taught is immediately apparent
to him. Success on the job reinforces the
student’s schoolwork and vice versa.

I would like to commend the Carroll
County Board of Education for under-
taking this training program and the in-
dustries and employers who have par-
ticipated. The employers include: Shower
Lumber & Millwork, Westminster Kin-
dergarten, G I Cleaners, Westminster
Tire & Service, Inc., Gilbert’s Trophy Co.,
Western Maryland College, Hook’s
Plumbing & Heating, Roberston’s Gulf
Station, the Hub, Safeway BStore—
Westminster Shopping Center, Kessler
Shoe Co., Sears, Roebuck & Co., Wade
Office & Machines, Goodyear Retread
Plant, Co-op Super Market, Ames De-
partment Store, Davis Buick, Westmin-~
ster Motors, Bob’s Variety Store, Carroll
County Times, Maryland Hampstead Co.,
Black & Decker, Dutterer’s Flower
Shop, Inc., Dutterer’s of Manchester, Inc.,
Dean’s Restaurant, Snyder Body, Mr.
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James A. Curry, Mr. Leidy, Westminster
Nurseries, Inc., Schaeffer Lumber Co.,
Wheeler Chevrolet, Inc., Yingling Gen-
eral Tire, Inc., Parks Ford, Inc., Mrs.
Siges.

THE UNITED STATES AND ISRAEL
HON. EDWARD I. KOCH

OF NEW YORK
IN THE HOUSE OF REPRESENTATIVES
Thursday, May 20, 1971

Mr. KOCH. Mr. Speaker, I would like
to insert in the CONGRESSIONAL RECORD &
column written just before Passover by
David Horowitz which appeared in a
number of newspapers, including The
Hebrew Watchman and the B'nai B'rith
Messenger. Mr. Horowitz reflects on
Israel’s past—and the spiritual and po-
litical bond that exists between the
United States and Israel and promises to
extend into the future.

I include the article as follows:

WHY AMERICA WILL StaNp BY ISRAEL

(By David Horowitz)

UniTep Nations (WUP)—Once again we
face a Passover season as our hearts turn to
the past, and it's still Pass-Over for the chil-
dren of Israel. History is repeating itself in
all its stark and perilous reality, but this
time, as we take to the Seder table and read
the Hagaddah, the Exodus and Egyptian
episodes have taken on global dimensions.
The struggle, in reality, is not a local one. It
is a conflict between East and West and
America is very much involved. There can
be no escape for Washington.

Despite the current apparent differences
which have arisen between the United States
eand Israel on the question of a peace settle-
ment, it is the view of your correspondent
that, when the situation will come down to
brass tacks, In any showdown contingency,
both the White House and the Congress—
notwithstanding the FPulbrights and the
State Department Arabists—wlill stand firmly
by Israel.

It might be queried: On what grounds does
he believe that the United States will not
repeat what 1t did in 1956-57 under the
Eisenhower Administration, namely, once
again join the Soviet Union and the group
of non-aligned UN states in a bold attempt
to compel Israel to withdraw prior to her
securement of a negotiated peace?

Your correspondent’s reply to this is quite
simple. First of all, President Nixon is not
a "Dulles-guided-Eisenhower.” He makes his
own decisions, Next, it is to the best inter-
ests of America to keep the Jewish State
strong in a region most vital to the security
of the U.S, The loss of Israel as a West
ern bulwark would be tantamount to the
loss of the Free World's one and only ab-
solutely-sure foothold in the Near East. One
can never know what paths the politically
unstable Turkey, Greece or even Italy will
take. Everyone knows where Israel stands,

But there is another, even more important
reason why this writer belleves America and
Israel are linked in a common destiny. It is
something which goes far beyond the polit-
fcal contingencies of the day, and this re-
demptive Passover season is an appropriate
time to touch upon the matter.

The entire history of America's emergence
as a haven for the down-trodden and op-
pressed of all nations, but more particularly
of the wandering Jewish peoples, testifies
to the prophetic role Providence had destined
the new Promised Land to play in the scheme
of things for the planet Earth. Its evolution
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as the mightiest nation in the world, the
most frultful and prosperous, fits Into the
prophecies imparted to Joseph by Jacob and
then by Moses. It Is no accldent that the
Mormons termed the land they beheld
“Zion."

The Founding Fathers, who saw a parallel
between the history of ancient Israel and
their new Zion, founded this nation on a
base cemented with Hebraic mortar. The
first U.S. soverelgn Seal submitted to the
Continental Congress by Jefferson, Adams
and Franklin—portraying the Egyptians en-
gulfed in the Red Sea with Moses and the
Israelites safe on the opposite shore and
containing the legend: “Rebellion to Tyrants
Is Obedience to God"—bears testimony to
this fact.

The Puritans at one time seriously con-
sidered adopting Hebrew as their national
language and the early settlers gave Hebrew
names to their children and also designated
towns and cities after name-places in the
Holy Land. Still more important was the fact
that the American form of government was
patterned after the Mosaic legislative set-up,
as the late Oscar S. Strauss has so eloquently
brought out in his volume entitled “The
Origin of Republican Form of Government"—
a valuable little book that ought to be in the
home of every American.

It 1s good to know that there are many
members of the Senate and the House today,
as also a host of Americans throughout the
nation, who have not only not forgotten how
and in what manner the Thirteen Colonies
came into being but who, by their words and
deeds, have proved themselves faithful to the
spirit that motivated the Founding Fathers.

Twenty years ago, in the third year of
Israel’s statehood, your correspondent met
with the then Prime Minister David Ben-
Gurion in his Jerusalem office and handed
him a communication from a group of for-
mer American non-Jews who had adopted
the Hebrale faith through the movement
known as United Israel World Union, which
was established in 1943, Enthusiastic over
what he learned about this group, Ben-
Gurion replied in a spirit which touches
upon the very essence of what we have
stated in this column. His historic letter
dated Jerusalem, 29th August, 1951, is worth
recording:

“Dear friends,

“Your kind letter of August 20th was con-
veyed to me by Mr. David Horowitz.

“I was deeply movd by its contents and
by your fine gesture in sending us your sym-
bolic bag. I have told my colleagues in the
Government of Israel of your letter and of
your gift. The flag I have handed over to
the State of Israel and, in accordance with
your wishes, it will be kept in Jerusalem, the
Holy City, the capital of our State.

“You rightly draw attentlon to the com-
mon ideals which link together our two coun-
tries—the United States of America and the
Republic of Israel. It would be difficult to
find a closer resemblance than that between
the history of the United States and the re-
birth of Israel—the burning zeal for human
freedom which Inspired the Pligrim Fathers
in their quest for a new home, their pioneer
effort to reclaim and rebulld wastes and des-
erts, the struggle of the young people for its
freedom and independence, the creation of
& new home for the persecuted and down-
trodden from all parts of the globe and the
establishment of a new democratic soclety
of hard-working men and women—these
aspiration and endeavors characterized the
great deys of the young American Republic,
the greatest freedom-loving commonwealth
in the New World. And these ideals and as-
pirations also mark the efforts of our young
and small republic In the Old World.

“Three great events which occurred more
than three thousand years ago have, for all
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times fixed the place of the Jewish people in
the history of mankind: the Exodus from
Egypt which marked its rise from slavery
to freedom, the revelation on Mount Sinail
which signified Israel's acceptance of the di-
vine law and the conquest of Palestine by
Joshua the son of Nun. In accordance with
the promises given by Providence to the
Fathers of the nation—Abraham, Issac and
Jacob,

“We know that the spirit of the Hebrew
Bible vibrated in the hearts of the founders
of your great commonwealth and we are
happy to learn that that spirit is still alive
in your great country.

“I shall place before our Government your
suggestion that a special coln be struck to
commemorate the Ilasting friendship be-
tween our two natlons. I should like to con-
vey our special gratitude to Mrs. Ruby
Goodin, Mrs. Myrile Smith and Emily
Bparks, who made your first symbolic flag.

“Permit me to end this letter by quoting
the prayer pronounced three thousand years
ago by King Solomon after the completion
of the House of God in the city of Jerusa-
lem—

“Moreover concerning a stranger, that is
not of the people Israel, but cometh out of a
far country for Thy name’s sake; for they
shall hear of Thy great name, and of Thy
strong hand, and of Thy stretched-out arm,
when he shall come and pray toward this
house, Hear Thou in heaven Thy dwelling
place, and do according to all that the
stranger calleth to Thee for: that all peo-
ple of the earth may know Thy name, to fear
Thee, as do Thy people Israel; and that they
may know that this House, which I have
builded, is called by Thy name.’

“Let us all remember that man was shaped
in the Image of God. May it be granted to us
to strengthen the sense of human love and
brotherhood among all the nations of the
world.

“Sincerely yours,
“(s) Davip BEN-GURION,
“United Israel World Union,
“507 Fifth Avenue, New York, N.Y.”

Here, then, we have a vital Passover Sea-
son message, which may be applicable to all
Americans, both Jews and non-Jews. Indeed,
America’s destiny i1s bound up with that of
Isreal. There can be no escape.

FEDERAL PURCHASES OF ORANGE
JUICE HAS NOW RAISED PRICES
TO CONSUMERS

HON. CHARLES A. VANIK
IN THE HOUSE g;' ;!:;RESENTATIVES
Thursday, May 20, 1971

Mr. VANIK. Mr. Speaker, on March
10 of this year. I called to the atten-
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tion of the House the fact that the De-
partment of Agriculture was spending $3
million to purchase 878,750 cases of proc-
essed orange juice to help prop up sag-
ging prices paid growers.

At that time I said that—

It is outrageous for our Government to
subsidize higher prices for the consumer by
purchasing orange julce for the benefit of
the producers and the processors.

Now my prediction of higher prices
has come true and it is the American
consumer that is being squeezed. The
May 12 Wall Street Journal carried a
small notice that—

Lykes Pasco Packing Co., a leading orange
Juice processor, raised the price for a dozen
six-ounce cans of frozen concentrate to $1.78
from $1.68.

This is the second recent price increase.
Late last month Lykes Pasco . . . following
moves by several smaller processors, increased
the price to $1.68 from $1.53.

This amounts to a 16-percent increase
in the cost of orange juice within a
month. It is time that the Department
of Agriculture began to consider the con-
sumer instead of just the processors.

LEST WE FORGET

HON. CLARENCE E. MILLER

OF OHIO
IN THE HOUSE OF REPRESENTATIVES
Thursday, May 20, 1971

Mr. MILLER of Ohio. Mr. Speaker, in
a land of progress and prosperity, it is
often easy to assume an “out of sight,
out of mind” attitude about matters
which are not consistently brought to our
attention. The fact exists that today
more than 1,550 American servicemen
are listed as prisoners or missing in
Southeast Asia, The wives, children, and
parents of these men have not forgotten,
and I would hope that my colleagues in
Congress and our countrymen across
America will not neglect the fact that
all men are not free for as long as one
of our number is enslaved. I insert the
name of one of the missing: CWO
Charles Irvin Stanley, US. Army,
3333y, Cleveland, Ohio. Single. The
son of Mr. and Mrs. Charles Stanley,
Cleveland, Ohio. Attended Kent State
University. Officially listed as missing
February 6, 1969, As of today, Chief
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Warrant Officer Stanley has been miss-
ing in action in Southeast Asia for 833
days.

A DEDICATED TEACHER

HON. EDWARD HUTCHINSON

OF MICHIGAN
IN THE HOUSE OF REPRESENTATIVES
Thursday, May 20, 1971

Mr. HUTCHINSON. Mr. Speaker, we
trust our public schoolteachers with our
most valuable asset, our children. The
future of our children, their success or
failure, depends greatly upon the tal-
ents of these public servants.

Books, buildings, administrative struc-
tures—all of these are important. But
everyone knows the key to learning is the
gifted teacher.

One such individual is Mr. Kenneth
Merritt of Niles, Mich., who is retiring
after completing his 50th year in the
teaching profession. He began his teach-
ing career in 1921 at Eau Claire, Mich.:
coming to the Brandywine school system
in 1929,

Hundreds of Michigan residents are
indebted to this man for the education
he helped provide. He is so widely re-
spected and esteemed that his fellow citi-
zens are honoring him on Saturday, May
22, 1971. I want to join with the citi-
zens of Niles in recognizing the dedicated
career of Mr. Merritt,

EXTENSION OF REMARKS OF THE
HONORAELE ROBERT McCLORY

HON. ROBERT McCLORY

OF ILLINOIS
IN THE HOUSE OF REPRESENTATIVES
Thursday, May 20, 1971

Mr. McCLORY. Mr, Speaker, last week
the President of the United States with-
drew an additional 4,600 soldiers from
Vietnam.

On January 20, 1969, there were 532,-
500 Americans enduring the perils of an
Asian war. Today there are 262,500
Americans in Vietnam who are planning
to come home.

Mr. Speaker, President Nixon is keep-
ing his word.
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